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M OFFI'IT & As O IATE , IN . 
PROFESSIONAL LAND CONSULT ANTS 

WILSON PLAZA EAST WILLIAM P. MOFFITT, C.P.L. 
Suite 707, 545 N Upper Broadway 
Corpus Christ, . Texas 78476 

MICHELLE MUELLER MOFFITT, C. P.L. 

SEND MAIL TO: 
P O BOX 2786 

CORPUS CHRISTI, TEXAS 78403 

Mr. Juan Uno Garza, Jr., Trustee 
Ms. Elma Irene Garza, Trustee 
Mr. Romulo Garza 
Mr. Guadalupe Garza, Jr. 

c/o George Leal Willingham 
201 Donaldson Avenue 
San Antonio, Texas 78201 

February 12, 2001 

Re: Otter to Acquire an Oil and Gas Lease 
176.00 Acres of Land 
W. D. Parchman Survey No. 883 
Abstract No. 926 
Hidalgo County, Texas 

Dear Ladies and Gentlemen: 

OFFICE (361) 884-9273 
HOME (361) 883-7415 
FAX (361) 888-5100 
CELL (361) 815-0551 

This office has been retained by LMP Petroleum, Inc. of Corpus Christi, Texas, to 
locate the current mineral owners and attempt to acquire an Oil and Gas Lease covering 
176.00 acres of land out of the W. 0 Parchman Survey No. 883, Abstract No. 726, 
Hidalgo County, Texas, and Abstract No. 926, Starr County, Texas. This is the same 
176.00 acres of land that was released by Coastal Oil & Gas USA, L. P , et al, in a Partial 
Release of Oil , Gas and Mineral Lease dated December 16, 1998, recorded as Document 
No. 860528 in the Official Records of Hidalgo County, Texas A plat of this acreage is 
attached for your reference. 

According to our research of the records in the Hidalgo County Clerks office, the 
subject 176.00 acres of land is out of the W 0 . Parchman Survey No 883, Abstract No. 
926, Hidalgo County, Texas. This Survey was Patented under the Relinquishment Act 
and is therefor designated as Mineral Class1f1ed Lands As you know, being the owners of 
the surface. you are vested by the General Land Off ice of Texas with 100 00% executive 
rig hts under the subject 176 00 acres of land with the right to receive 50% of the lease 
bonus consideration , annual delay rentals and royalty It 1s required that the prescribed 
lease form under statute by util ized in any lease trade on Mineral Class1f1ed Lands Certain 
additional addendums to that lease form are allowed by the State of Texas for protection to 
the surf ace estate as well as the leasehold estate 

As consideration for the execution of an Oil and Gas Lease covering the subject 
176.00 acres of land, LMP Petroleum, Inc. 1s hereby offering a lease bonus consideration of 
Two Hundred and No/100 Dollars ($200.00) per net mineral acre ($35,200.00 net) for an 
Oil and Gas Lease which provides for a primary term of three (3) years, annual delay 
rentals of $25.00 per net mineral acre and a royalty of twenty two percent (22 00%) . . . . 

: : : ..... . . . . . . .. : : .. . . . ..... . • . . 
• . . 
• ... 



•, 

Mr. Juan Lino Garza, Jr., Trustee 
Ms. Elma Irene Garza, Trustee 
Mr. Romulo Garza 
Mr. Guadalupe Garza, Jr. 

clo George Leal Willingham 
February 12, 2001 
Page2 

If you have any questions regarding this offer, please do not hesitate to call me at 
any of the above listed telephone numbers. Awaiting your reply, I remain ... 

WPM:mee 
Attachment 

cc: Mr. Michael S. Pedrotti 
LMP Petroleum, Inc. 

Very truly yours, 

William P. Moffitt 

• • • . . . .. ...... 
; ~ : . . . . • • • • .. . . .. . . 
• • • •••••••• . .. 
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David Dewhurst 
Commissioner 

Mall1n1 

Post Off Ke Box 12873 
Austm, Texas 
78711-2873 

Strttl 

Stephen F. Austin Bu1ldmg 
1700 North Congress Avenue 

Austin, Texas 78701 -1495 

512 463 5001 
1 .800 998.4GLO 

www.glo.state Ix.us 

February 19, 2002 

Mr. Juan Lino Garza 
20 l Donaldson 
San Antonio, Texas 7820 l 

RE: W. D. Parchman Survey No. 883, A-926 
/ algo County, Texas 

Dear ~ ana, ~ ~ 
It has been brought lo the attention of the General Land Office that one or 

more wells are producing oil or gas in commercial quantities within 1,000 feet of 
or are draining the referenced land. AB you are aware the land was sold with a 
reservation of all minerals to the State subject lo Subchapter F of Chapter 52, 
Texas Natural Resources Code commonly known as the Relinquishment Act. 

In accordance with §52.173 and 52.174 of the Act, this is lo notify you as 
the surface owner of said land, that the oil and gas is subject to lease under the 
Relinquishment Act and that the drilling of an offset well is required. If a well is 
not commenced within 100 days of this notice, your agency rights as granted 
under the Relinquishment Act shall be subject to forfeiture by the Commissioner. 

Please let me know if you have any questions. 

Deputy Commissioner 
Energy Resources Division 
(512) 305-9104 



File No/JJ P?otf!_5g d-,. • 

$;P:fm 
~ateFiled: ~; , 
By Jerry E~, Commissioner 
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MOFFITT & AsSOCIATE8, INC. 
PROFESSIONAL LAND CONSU.. TANTS 

WILSION PLAZA EA8T 
Suite 707, 5-45 N Upper Br~ 
CcrptACMctl, T9Qt 78476 

WILLIAM,.. MOFFfTT, C.P'.L. 
IICHaLE MUElLEA MOFRTT, C.P'.L. 

9fNO MAIL TO: 
P o. eox 21ae 

CORPUS CHRISTI, TEXAS 78403 

OFFICE: 
HO~: 
FAX: 
PAQEA: 1

381 98+11ZT3 
381 883-7'4 16 
381 ~5,C)() 
361 868--2520 

FACSIMILE TRANSMISSION COVER LE'ITER 
THE PAGES THAT FOLLOW THIS COVER LEITER ARE BflNO SENT $PECI ICALL Y FOR; 

Drew: 

NAME. MR. DREW REID 

DATE: 

TEXAS O!NERAL LANO OFFICE 
512-475-15,Q 
March 4, 2802 

TOTAL NUMBER OF PAGES _3_ (il"IOlJdN th'9- oover letter) 

NOTES OR INSTRUCTIONB ARE AS FOLLOWS: 

Re: Juan Lino Gan.a, Jr. Lease 
176.00 acres 
Hidalgo County. Texas 

Attached for your reference is another letter sent to Juan Lino Garza, Jr., et 

al, setting our LMP' offer for the "sealed bid sale" he is conducting. 

Bill Moffitt 

IF YOU DO NOT A.ECEIVE AU. O~ THE PAGES. f>ll:ASE CAlL~1~1l'Z73 A.8 SOON AB POSSIBLE 

Tins mca11eg, 1, intc(ldcd foe 1bc u,c or 1he Ind ivid ua l or entity to which it ii ecWn:wd 1tn~ nuy coni.in lnfon:o1tion th11 :~ privhccr4l. 
confldcndal 10J 01tcmot (mm dbcloeurc undcl 1pplic.eble I•"'· Ir the ruder o( thi.e ~ ia aOI the ln1.endcd recipient. or i1 an r.mploy« or 
fttent or lhe1 ~n,on, yoij arc hereby ooo 1cd thll aay dt'l(!jlmi111tlon, dl• n butlon or copy;.. o( thn communlca1ioft it strlaly prohibited I( )'PU 
ha•c r«etved IJue comm11mcat1011 ,n crmr. pleaM. n01ify us lmmtdlncly by tcltphoee nd 1W11111llc orir i1lal LO u by mail 
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MOFFITT & AsSOClATES, INC. 
PROFESSIONAL LAND CONSU. TANTS 

WILSON PLAZA EAST WILLIAM P. MOFFITT, C.P.L. 
8Ul19 707, 545 N. Uppar Sr04lOway 
Co<pug Chr1srtl, Tal(Q9 78474!1 

SEND MAIL TO· 
PO BOX 2786 

CORPUS CHRISTI. TEXAS 78"l03 

MICHELLE MUELLER MOFFITT, C.P.L. 

OFFICE. (301 ) 884·i273 
HOME (361 ) 883-7-115 
FAX. (361 ) 888,5100 
CELL (361) 815--0551 

February 28, 2002 

Mr. Juan Lino Garza. Jr., Trustee 
Ms. Elma Irene Garza Trustee 
Mr. RomuJo Garza 
Mr. Guadalupe Garza, Jr. 

clo George Leal Willingham 
201 Donaldson Avenue 
San Antonio. Texas 78201 

Re: Offet to A99utr~ .an,Oil and Ga Lease 
176.00 Acres of Land 
W . D. Parchmat1 Survey No. 883 
A bscmcc No. 926 
Hidalgo Councy, Texas 

Dear Ladies and Gentlemen: 

On February 22, 2002, I spoke with Mr. Juan Lino Garza, Jr. by telephone 
concerning lhe revised offer sent to you on February 11, 2002, for the acquisition of 
an Oil and Gas Lease by LMP Petroleum, Inc. covering 176.00 acres of land out of 
the W. 0 . Parchman Survey No. 883, Abstract No. 726, Hidalgo County, Texas, 
and Absu-act No. 926, Starr County, Texas. 

Mr. Garza inquired as to whether or not our revised offer was our best offer 
and that furthermore, he would be soliciting competitive offers from other 
com.panic for the acquisition of an Oil and Gas Lease covering the property. 

Our client, LMP Petroleum. Inc. has informed us that the terms offered in our 
letrer of February l l, 2002, is MP Petroleum's best offer at this time. 

We hereby respectfully submit LMP Petroleum's offer of a lease bonus 
onsideration of Thre Hundred and No/100 Dollars ($300.00) per net mineral acre 

($52,800.00 net) for an Oil and Gas Lease which provides for a primary term of 
two (2) years, annual delay rental of $50.00 per net mineral acre and a royaJty of 
lwenty five percent (25.00%) as our offer in the sealed bid lease sale that you have 
indicated that you are conducting. 



03/ 04/2002 16:57 361-888-5100 

Mr. Juan Lino Garm. Jr., Trustee 
Ms. Elma lrcne Garza. Trustee 
Mr. Romulo Garza 
Mr. Guadalupe Garza. Jr. 

c/o George Leal Willingham 
February 28, ~002 
Page 2 

Ma='FITT & ASSO:IATES PAGE 03 

This offer is subject to the use of a mutually acceptable fonn of Oil and Gas 
Lease using the prescribed fonn of lease from the General Land Office of Texas. 

ff you have any ~ucstion regarding tbis offer, please do not hesitate to call 
me at any of the above ltsted telephone numbers. Awaiting your reply, I remai11 ... 

WPM:mcc 
Atbchmcnl 

ex· Mr. Michael S . PeJrotti 
LMP Petroleum, Inc. 

Mr. David Hull 
Mincr'al s L..cns1ng 01v1s1on 
Tex.as General Land Office 

Mr. Drew RcicJ 
Mincmls Lensing Division 
Texas Ocncrul Land Office 

Very truly yours, 

William P. Moffitt 



File Nol?J@ocp;!!;'f[ 

o.,. Fil,Ni,o;;,:; , , 
By Jerry ~n, Commissioner 
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.. MoFFi,tr & As ocIATEs, IN . 

PROFESSIONAL LAND CONSULT ANTS 

WILSON PLAZ A EAST 
Suite 707, 545 N Upper Broadway 
Corpus Christi. Texas 78476 

SEND MAIL TO: 
PO BOX 2788 

CORPUS CHRISTI, TEXAS 78403 

~lo :i 3 ~ .qc,o() 
/ 

.>Mr. Juan Lino Garza, Jr., Trustee 
Ms. Elma Irene Garza, Trustee 
Mr. Romulo Garza 

March 23, 2001 

Mr. Guadalupe Garza, Jr. 
clo George Leal Willingham 
201 Donaldson Avenue 
San Antonio, Texas 78201 

~) o ·13C.. · 3 Soo 

Re: 

T 
Revised Off er to Acquire an Oil and Gas Lease 
176.00 Acres of Land 
W. D. Parchman Survey No. 883 
Abstract No. 926 
Hidalgo County, Texas 

Dear Ladies and Gentlemen : 

WILLIAM P. MOFFITT, C.P.L. 
MICHELLE MU ELLER MOFFITT, C.P.L. 

OFFICE (361) 884-9273 
HOME (361) 883-7415 
FAX (361) 888-5100 
CELL (361) 815-0551 

On February 12, 2001 , this office forwarded an offer on behalf of LMP Petroleum, 
Inc. to acquire an Oil and Gas Lease covering 176.00 acres of land out of the W D. 
Parchman Survey No. 883, Abstract No. 726, Hidalgo County, Texas, and Abstract No. 
926, Starr County, Texas. A plat of this acreage is attached for your reference 

This Survey was Patented under the Relinquishment Act and is the ref or designated 
as Mineral Classified Lands As you know, being the owners of the surface. you are 
vested by the General Land Office of Texas with 100 00% executive rights under the 
subject 176.00 acres of land with the right to receive 50% of the lease bonus consideration, 
annual delay rentals and royalty. 

In a subsequent telephone conference with your attorney, George Willingham, I was 
inf or med that the terms and consideration set out in my letter were insufficient to obtain your 
acceptance to LMP Petroleum's offer to lease LMP Petroleum. Inc. has requested that I 
forward a revised off er to you on their behalf 

As consideration for the execution of an Oil and Gas Lease covering the subject 
176.00 acres of land, LMP Petroleum, Inc. is hereby offering a lease bonus consideration of 
Three Hundred and No/100 Dollars ($300 00) per net mineral acre ($52,800 00 net) for an 
Oil and Gas Lease which provides for a primary term of two (2) ~<eaf:S, annual delay rentals ,9~~ 
of $50.00 per net mineral acre and a royalty of twenty five percent (25.00%) These 
proposed terms and cons1derat1on significantly exceed the current normal trading terms for 
an oil and gas lease in th is geographical area 



... . . . . . . . . . . . . . . . . . . . . . . . . . . . : 
Mr. Juan Lino Garza,·Jr , 1 rust~e .:. 
Ms. Elma Irene Garza, Trustee 
Mr. Romulo Garza 
Mr. Guadalupe Garza, Jr. 

clo George Leal Willingham 
March 23, 2001 
Page 2 

If you have any questions regarding this off er, please do not hesitate to call me at 
any of the above listed telephone numbers. Awaiting your reply , I remain ... 

WPM:mee 
Attachment 

~ : Mr. Michael S. Pedrotti 
LMP Petroleum, Inc. 

Mr Drew Reid 
Minerals Leasing Division 
Texas General Land Office 

Very truly yours, 

\f\)f fiv..-_ 
William P Moffitt 
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MOFFITT & AsSOCIATES, INC. 
PROFESSIONAL LANO CONSU. TANTS 

WILSON PLAZA EAST 
Sul!• 707, 64n N Upp« 81oadw1y 
Corpu1 Chn1rl, Te u 78476 

wtluAM P. MOfflTT, C.P.l. 
YCHE.LL~ MUU.Lf R MOFFITT. C.P.L 

··~8.~t~ 
CORPUS CHRISTI, Tt:XAS 7Moo 

OFFlCE 
HOME 
FM<. 
PACER: 

FACSIMILE TRANSMISSION COVER LETTER 
THE PAGES THAT FOLL Ow THIS COVER LITTER AA£ BEING SENT SPECIFICALLY FOR 

FAX TELEPHON NO 
Qill: 

MR. DREW REID 
TEXAS G! NERAL LANO OFFICE 
512-475-15-43 
February 12, 2002 

TOTAL NUM6ER OF PAGES (I~ thle oo"er lette<) 

NOTES OR INSTRUCTIONS ARE AB FOLLOWS: 

Drew: 

Re: Ju n Lino Gana. Jr. Lease 
176. 00 acres 
Hidalgo County. Te as 

A we di c us ed, attached i a n ther offertory letter sent to Juan Lino Garza, 

Jr., et al. covering their agency rights on 176.00 acre of Mineral Classified land in 

Hidalgo ounty, Te as. 

ub quent to ending the Jetter but before it was received by Mr. arza. 
l received a telephone call from Mr. Gana in re JX>nsc to my caJI . We di cussed 

the acreage: and LMP' de ire to acquire a lease on the acreage. 

Mr. arza indicated that it wa going to talce an escalating royalty of 25% 
increa ing to 50% at payout lo make a lease trade. I told him that tho e term wer 

going to a "deal killer" for my client and he indicated .. that they usuaJJy were". 
The conversation ended at thar pomt. 

Bi II Moffitt 

IF VOUDO NOT R. CEIVE AU.OF TH~ PAQES, F'~SCCALl.311· .... •QQ13M OOON ~ P0881BlE 

1 111, ma •• , •• 1n1end~ for lhc Ole or 1111 111d,v,du1I or u1r1y 10 111iud1 ,, " ...i&nted 111d. m.y C()IILII IR l,iform1.1lon J.., Is privilc,cJ 
cnor,d.:01111 ind ex.empt fmm dllCI ure un.ckr •PP' 11111 law I( lhc ruder ol tlalf ~ .. ,, not~ 111lcodod rec1p1'nl. or 1a 10 employee or 
accnl o l 11111 pcr,on, you i re bueb notit ,ed 1b1t1 aoy d1511em1~110,, d1t1 nbu11on or <01')""1 o tlllt COMm1u11nu oo II lllr1dly prvb1b,tcd II )OM 
ha, c rccch·cd 11111 C1•mmun1c11ion o tll'Or. pleale ntJ11ry u1 11'!\Jl\tdilltl)I 11)1 U!ltphoM u d 1'Wm lllt Ofit•n•l to ... by nu,il 
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MOFFITT & AsSOCIATES. INC. 
PROFESSIONAL LA NOCONeLA.. TANTS 

WILIION Pl.AZA U8T 
Sun• 707, &45 N Upper 0r0ftdway 
CQrput Chmlb. T1111• 7e471! 

~~8.~t~ 
• CORPUS CHRISTI. 'n:XAS 78-403 

February 11 , 2002 

Mr. Juan Lino Gana. Jr .• Trustee 
Ms. Elma Irene Garza, Trustee 
Mr. Romu)o Garza 
Mr. Guadalupe Gana, Jr. 

c/o George Leal Willingham 
201 Donaldson A venue 
San Antonio, Texas 78201 

Re: Revised Offer to Acquire an Oil and Gas Lease 
t 76.00 Acres of Land 
W . 0 . Parchman Survey No. 883 
A bsrracr No. 926 
Hidalgo County, Texas 

Dear Ladies and Gentlemen: 

WIWAM , . IIOfflTT. C.P.L 
MCHEU.E MUEU.1!.A MOFf:ITT, C.P.L. 

OFFICE 
HOME 
FAX. 
CEU.. 1

3811 IJ&4.lil27J as, M3-1, ,s 
381) fl88.!5100 
381) 81~C!>61 

On February 12. 2001 , and again on March 23, 2002 thi office forwarded 
off er on behalf of LMP Petroleum, Inc. to acquire an Oil and Gas Lease covering 
176.00 acres of land our of the W. D. Parchman Survey No. 883, Ab tract No. 726, 
Hidalgo County, Texas, and Ab tract No. 926, Scarr County, Texas. 

Thi urvey wa Patented under the Relinquishment Acl and is therefor 
designated as MineraJ Classified Lands. As you know, being the owner of the 
surface, you are vested by the General Land Office of T exa with 100.00% 
executive rights under the subject 176.00 acres of land with the right to receive 
50% of the lease bonus consideration, annual delay rentals and royalty. 

A revjew of the records in Hidalgo County, Texas, a well a verifying the 
leasehold status of the property with the Texas General Land Office indicates that 
th.is acreage is still open and available for lease. 

LMP Petroleum, Inc. is hereby renewing ics offer to lease this acreage and as 
consideration for the execution of an Oil and Gas Lease covering the subject 176. 
acre of land, LMP Petroleum will pay a lease bonus consideration of Three 
Hundred and No/100 Dollars ($ 00.00) per net mineral acre ($52,800.00 net) for an 
Oil and Gas Lease which provide for a primary t~rm of two (2) years, annual delay 
rentals of $.50.00 per net mineral acre and a royalty of twenty five percent 
(25.00%). These proposed term and consideration ignificantly exceed che current 
normaJ trading rerms for an oil and gas lease in this geographical area. 
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361- 888- 5100 

Mr. Juan Lino Garza, Jr .• TrusLee 
Ms. Elma lrent Gar'Z.l. Trustee 
Mr. Romulo Garz.o 
Mr. Guadalupe Gar-z.a, Jr. 

clo George Leal W11linghnm 
February 11, 2002 
Page:! 

MOFFITT & ASSOCIATES PAGE 03 

If you have any guestions regarding this offer, please do not hesitate to call 
me at any of the aoove listed telephone numbers. Awaiting your reply, I remain ... 

WPM·mcc 
Au:achmcm 

a.;: Mr. Michucl S . Pcdroll1 
LMP Pclmlcum . Inc. 

'v Mr. David Holl 
Mineral. Leasing 01 1~1on 
Tc. as Gener.ii Land Office 

'v Mr. Ore, Rcu.J 
Mineral s Leasing 01 1 '1on 
Tc\'.a.q General LI.Ind Office 

Very truly yours, 

William P. Moffitt 



5: 
File No. JJJF;o ~~ 

=· c 
~r ( 

Date Filed: ' ?f(?-jo ;;;i...:.._ 
By Jerry E. ~omni.issioner 

_., 



LB R , J 

Kern• \ Kilburn 
~l1charl D Jone.s 11 
l reS G111·1 
K R~) c~mpbdl I 

April 15, 2002 

' GILL & 
-\ 1 TOR'\/l·'l'i H l -\\\ 

6363 \\ OU DWJ\ Y, SUITE 11 0 
I IOUS'I'ON, rEXAS 7705~ 

TF:LEPIIONI C713) 6~2-1068 
I \< 51~111 r (713) b5 l-07lb 

Al 1.oc ltd 10 Pnmu III l ounwu 

t 8oml m,1...1 Cml Trul 1.,,. 

I Baud c.n,l..d OJ. C.., and Mu,cul b.­

T nH lloml I lq,I Specuhuuon 

I I 

\ l it 11 , 11 l> •• 10,1 , 

I \I \ II • "1JOOC\" I.Jl!C,com 

\,\ illtam P. Moffi tt Fax: (361) 888-5 100 
loffi tt & Associates. Inc 

P O Box 2786 
Corpus Chnst1 , I exas 78403 

lr. Michael •. Pedrotti 
LMP Petrol eum, Inc. 

Fax: (361 ) 883-7102 

6 15 N . Upper Broadway, Suite 1500 
Corpus Chri sti , 1 cxas 78477-0183 

Re. Acceptance of Offer to Acquire an 01 I and Gas Lcilse 
Garza [· nerg} T rust, Agent for . ' tall! o I I exas 
176.00 Acres of Land, 'w .D Parchman 'une) 883, -926 
I lida lgo ' a unt}. 1 exas 

arza cnerg) Trust, as agent fo r the ' ta tc o r r exas. accepts your offer or r ebruary 28. 
2002 to acquire an oil and gas lease covering the land described on the attached Exhibi t 
" " To recap, yo ur offer included. 

Le.isc Bonus: 
Primary f erm · 
Annual Dela) Rent· 
Royalty · 
Lease Form: 

300.00 per net mmeral acre 
2 years 
$50.00 per net mineral acre 
25% 
Mutually acceptab le and on presc ribed Genera l Land 
Offi ce form 



Page 2 / Letter to LMP Petroleum, Inc. dated April 15, 2002 

Acceptance of Offer to Acquire an Oil and Gas Lease 
Garza Energy Trust, Agent for State of Texas 
176.00 Acres of Land, \V.D. Parchman Survey 883, A-926 
Hidalgo County, Texas 

I will prepare the oil and gas lease, then forward for your review. Please remit the bonus 
of $52,800.00, covering an 8/8ths net mineral interest on the 176.00 gross acre tract at 
$300.00 per acre. If you have any questions please call me at (713) 652-4068. 

Respectfully, 

c: /Juan Lino Garza Jr., Operations Manager 
1. David Hall, Texas General Land Office 



. . • 

Exhibit "A" 

Property Description 

176 acres described in Release dated effective October I, 1998, recorded m 
Hidalgo County File No. 751455 and being a part of the following base tract: 

All of that certain 532.74 acre tract known as Survey No. 883. 
Cert. No. 997, A-726, Hidalgo County, Texas; A-926. Starr 
County, Texas, W. D. Parchman Original Grantee. described as 
follows: 

BEGINNING at an iron rod in comer of fence line on the North 
line of Porcion No. 43, the Southeast comer of Survey No. 885, for 
the southwest comer hereof; THENCE, with the fence and East 
line of Survey No. 885. North 9° 29' East 1128.2 varas to a post in 
the South line of the Los Maguelles Grant, the Northeast comer of 
Survey No. 885, for the Northwest comer hereof; 
THENCE, with the South line of the Los Maguelles Grant, South 
81 ° 34' East at 1158.3 varas pass 9.4 varas North of a Mesquite 
MKD 1879 (very old marks), at 2145.9 varas pass a Mesquite 
MKD X (very old marks), at 2608.6 varas set pipe in fence for the 
Northwest comer of Survey No. 488 and the Northeast comer 
hereof; THENCE with fence and West line of Survey No. 488, 
South 9° 00' West 1162.3 varas to comer of fence, a comer of 
Survey No. 488 and the South east corner hereof; THENCE with 
fence and line of Survey No. 488, North 81° 21' West 1202.8 varas 
to a comer of fence, a corner of Survey No. 488 and the Northeast 
comer of Porcion No. 44, 
THENCE, with fence and North line of Porcion No. 44, North 80° 
22' West 1415.2 varas to the PLACE OF BEGINNING containing 
532.74 acres of land more or less. 
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By Jerry E. Pac5cmissioner 
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HAL REVIEW SHEET 

Trnactm# 3768 

Garza, Juan Lino and Guadalupe Garza, Jr , Trustees 

C .... t: 

l8as8 Data: 

LMP Petroleum, Inc. Acre!: 

L Collier 

5/1/02 ll 

176 

LEASE lHCRFTION 

CIUlty Basa Fie No Ptrt Si.:. IIID f wp Stney 
103243 

STARR 103243 

532, 1 

TERMS OfffRED 

Prila'y T ll'flt 2 years 

B«nls/Aait $300.00 

Renta/Aait $25.00 

Royaty: 1/4 

COMPARISONS 

Mf-# LBssoo 

MF101612 Texas Independent Exploration, In 

MF101840 Texas Independent Exploration, In 

MF100662 Star of Texas Energy Services, In 

CoolTBlls: Gross acres 532 7 4 . 

Friday, May 03. 2002 

883 

883 

TERMS RfCOMMENIID 

00 

00 

Prtnwy T 11'111 2 years 

Bulls/ Acre $300 00 

Rental Acre $25 00 

Royaty 1/4 

Date Tn Boous/Ac. 

4/20/01 3 years $150.00 

8/1/01 3 years $150 00 

7/28/98 2 years $60 00 

PARCHMAN WO 

PARCHMAN WO 

Rental Ac. Royaty 

$15 00 26% 

$15.00 1/4 

$20 00 1/4 

llstne 

Abst# 
726 

926 

Last lease 

2mlW 



. 
RELiNr UI I lMENT A T L APPLICATIO 

Texas General Land Office David Dewhurst, omm1ss10ner 

TO: Da id Dewhurst, Commissioner 

Larry oward, Chief Clerk 

David I Iall, Deputy Commissioner 

FROM: Robert llattcr, Director of MineraJ Leasing 

Peter Boone, Chief Geologist 

Applicant: LMP Petro leum, Inc. 

County: IIIDALGO 

DA TE: 03-May-02 

Prim. Term: 2 years Bonus/Acre $300.00 

Royalty: 1/4 

Consideration 

Recommended: 7-JI(~ 
Not Recommended: ----
Comments: Gross acre 532.74 . 

Lease Form 

Recommended: /Zt;rf: 
I 

Not Recommended: ----
Comments: 

issioner 

Recommended: _ aJlJL.JL..::-­

Not Recommended: ----

hief Clerk 

Approved : ----'~...c:....,c__ 

Not Approved: ___ _ 

David Dcwhurs~ mmissioncr 

A pp roved : _ _.L.:1__._..__ 
Not Approved : 

Rental/ Acre $25 .00 

Date: S ~ ~2...... 

Date: t;, /28/u,-, 

Date: {o /f tJ/Q/]_ 
r I 

Date: 6 It ZOO?-
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06 :06PM FROM-Kl I I burn Jones GI I I Ca,pbel I 7136610716 T- 543 P 001 

KILBURN, JONES, GILL & CAMPBELL, L.L.P. 

Kucy /\. "-.ilburn • 
Mc h,cl D. Jo11u 11 

Lee S G ,11 · , 

K. tuy umpbcll • 

tlliam P. Moffitt 
Moffitt & Associates, Inc. 
P. . Box 2786 
Corpus Chrisri, Texas 78403 

Mr. Michael . Pedrotti 
L.MP Petroleum, Inc. 

A1TOJ{NBYS !IT LJ\.W 
6363 ~OODWAY, SUITE 1100 

HOUSTON, TB.XAS 77057 
TELP.PHONl! (713) 6S2-40o8 

F'ACSIMII...£ (713) cSSI -0716 

• IUIO Lie-'"" lllt l't i.nte W\ 1.-a.itlJI • 

I Ooei4 C..•f,o,j • <:,, J T,..i 1-

; .... 4 C..1G.J • °'I. o .. ~ M,~.,..11 - ~ 

TtU.1 Do1id ofl,c..J ~ ...... t l l.wl\ 

May 22, 2002 

615 N. Upper Broadway, Suite 1500 
orpus Christi, Texas 78477-0183 

J. David Ha ll, Esq. 
DrewR d 
Texas General Land Office 
Stephen F Austin Bldg. 
1700 North Congr ss Ave. 
Austin, TX 78701-1495 

Juan Lino Garza, Jr . Operations Manager 
Garza Energy Trust 
201 Donald on Ave. 

an Antonio, TX 78201 

Gentlem n: 

'\illCtlA.tL D. JOl'WJ. 
I! .)1All.; 111,jo11 ii ll'Ji:c com 

Fax. (361)888-5100 

Fax. (361) 883-7102 

I l 

Fax (S 12) 463-6311 

Fax (210) 736-3902 

At the recent request of Mr. Reed at the GLO, we have restored the GLO lease 
form co its original condirion and have included all of the additional provisions requested 
b the Garza Ener!,,y Trust in the Addendum. I apologize for the inconvenience this may 
cause Mr. Reed suggested that this alternative would peed appro al by the LO. In 
addition, th1s format may allow Mr. Ellis to more readil determine additions and 
changes to the standard GL lease form In this regard, my client appreciates the effort 
you are devoung to this matter. lf anyone has any quesuons, please give me a cal l 

Res~ctfu~ 

~~Yt., -

F-1 11 
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~v 
Date Filed: 5/J--WP-- · 

Jerry . atterson, Commissioner 

By~~~~~~~~~~~ 
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Steven W. Ellis, P.C. 
ATTORNEYS AT LAW 

BOARD CERTiflED O I 5 NORn-t UPPER BROADWAY SUITE I 6 I 6 
OIL. GAS ANO MINERAL LAW CORPUS CHRISTI, TEXAS 78477 

TEXAS BOAAO OF'" l£GAL SPECIALIZATION 

June 4, 2002 

Mr. Michael D. Jones 
Kilburn, Jones, Gill & Campbell, L.L.P. 
6363 Woodway, Suite 1100 
Houston, Texas 77057 

RE: Oil and Gas Lease Form 

Dear Michael: 

Garza Energy Trust Mineral Classified Lease 
176.0 Acers of land, W.D. Parchman Survey 883, A-926 
Hidalgo County, Texas 

TELEl'"HONE: 1361) 884-9550 

FAX; (30 I> 88 1-9777 

At the request ofLMP Petroleum, Inc. I am transmitting the lease form acceptable to LMP 
to cover the captioned acreage. You have informed Michael S. Pedrotti ofLMP that the General 
Land Office has apparently notified the Garza Energy Trust the Trust's agency rights to lease the 
captioned acreage may be forfeited. 

LMP had no notice of any such forfeiture when it made its offer to lease the acreage. LMP 
will not accept an oil and gas lease covering this acreage unless LMP is provided sufficient 
assurances from the State that forfeiture of your client's agency rights will not in any way reduce or 
diminish the estate or rights granted to LMP under the proposed lease. LMP must not be subject to 
any drilling deadlines or restrictions other than those contained in the oil and gas lease as proposed, 
but LMP must have the right to enjoy the full two year term of its lease. 

Please provide a letter from the State addressed to LMP that contains the above assurances, 
and upon acceptance of the attached lease form by all parties, LMP will tender the bonus to the 
Garza Energy Trust and to the State in accordance with the terms of the lease. 

Very truly yours, 

STE'JN W. ELLIS, P.C. 

,~l{l)~ 



File No./JJ Pzow~S: r 
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By Jerry E. Pa~missioner 



6 - 0.i-2002 10 : 30.AM FR0."1 STEVEN W ELLIS PC 361 BBi 9777 

IIOAR> CCR'TlFl.;J) 

°"-· ~ ...,..0 ,., ... """" V.'I' 

Tl:xAa -~ Of' o..£0,,,~ 6rl'{.ll'IL.llAllO~ 

Date: June 4, 2002 

Steven W. Ellis, P .C. 
AT LAW 

O IO NORTH UPPER BROADWAY. 
sum: 1 & 1 & 

COR,.lJ~ CHRl!Sll, TC<AS 7e4 77 

CONFIDENTIALITY NOTICE 

nU:l"'MONt! (.:)0 I I 00'4-&:5 :50 
, ~ . I j! 11 QQ I 0 ?77 

This f cshnile transrrussion (and/or the documen.t.s accompanying 1t) may contain 
con fiden tial information belonging to the sender which 1s protected by the attorney-client 
privilege. The inform tion 1s rnlended only for the use of th individual or entity named below. 
If you are r'lot th mtended recipient, you are hertby noti fi ed that any disclosure, copyin , 
d i.,tnbution or the t.ak mg of any action in r liance on the contents of thJs information 1s strictl 
proh1b1ted If you have received this txansmission in error, plea c immedlately notify us by 
telephone lo arrange for t h return of the documents. 

•••~• •••••••·•+•++•++•••••••••~••••~••••e••••••••••••••-••••••••••••••••••••••••••••••••••• 

To: Mr. J. avid Hall 

Telecop1er No.: 512-475- 154 

From: Mr. teven W. Ellis 

Thls Lelecopy contains 2 pages mclud1t1g this one If you do not receive all the pages 
or if there 1s a problem villi this tran m 1 100, please call the Steven W. Ellis, P.C. Law f irm t 

(361) 884-9 50. Our telecopier number is (361) 881-9777 

Sent By: Nora Rodriguez 

Date: June 4, 2002 

Client: Gana. Mmeral Trust Lease 

Comments/Not s. 

p 1 
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aoAM eam,.m 
°"-• OJ\11 AMO Mlfl6CftA.e., LAW 

"""-'a •°""'° or ~ Al"~C .... L•Z....1'101" 

Toxas General Land O ffice 
Energy Resources Division 
P.O . Box 12873 
Austin, Texas 7871 1 ·287 

A ttn: Mr. J . David Hall 

Steven W. llis, P.C. 
A'TTORNCYS AT LAW 

O I 6 !"ORTH Ul"l"e~ ~ ROADWAY SUITE I O I 
CORPU~ CH" l!JTI, Tt.XAS 7 8 4 77 

June 4 , 2002 

Deputy Land Commissioner 

Re: Garza Mmeral Trust Lease 
Hidalgo County, Tex ,1s 

Dear J . 0 .: 

fiu:l" HO NC ( .'.)0 11 1Ul4-QGOO 
F"AX. <3 o II as 1 <>777 

Atl.er our conversation in your office, a longstanding client of mine, LMP Petroleum Inc., 
requested me to ass1 t in negotiating a lea e covering a mineral classified uac1 in Hidal o County, 
Texas 'the prospective Lessor is the Gana Energy Trust. ApparentJy the GLO has notified the 
GatZa Mineral Trust that its agency rights may bo forfeited LMP is seeking to abeam an acceptahle 
lease form from the Trust, and assure Lhac LMP will nor be affected if the GLO should make demand 
on the Garza Energ Tntst for the drilling of a well or forfeit the agency n ghts of the Garza Mineral 
Trust. 

\¥h1le I do not believe this represents a con:flict with representation of the Stato on potential 
royalty underpaymonl laims under unrelated leases, I wanted to notify you of my 1MP 
representation. 

I look forv ard lo working with you in the future 

Rt spoctfully ubmi tted, 

STEVEN W. ELLIS, P.C. 

r/(44, W, <£. 
Steven W. Elhs 

p 2 
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KlLBURN,JONES, GILL & CAMPBE LL , L .L.P. 

D AT 

TO: 

F ROM: 

UDJECT: 

A Trol\N!!YS h T 1..h W 

6363 WOODWAY, Sum~ 1100 
HOUSTON, Ti!XAS 77057 

F 

June 26, 2002 

Robert Hatter 
Juan Liao Garza, Jr. 
George L. Willingham 

Michael D. Jones 
Ton i Sharretts 

MI IO 

PAGES: 

F #: 

FAX#: 
TtL#: 

--=2=1 _ TOTAL 

(5 12) 463-6311 
(2 10) 736-3902 

(713) 651-0716 
(7 13) 652-4068 

1 

Re: M-91211, 528 acres Smvey 883, Cert. No. 997, A-726, Hidalgo l 
County, TX; A-926, W. D. Parchman Original Grantee, Starr County, TX 
and 274 acres W. D . Parchman Survey o. 883, A-729, in Hidalgo and 
Starr aunties, Texas and a portion of the "Los Maguelles" Nicolasa 

alinas Grant, Survey No. 893, A-411, Starr County, Te as, A-72, Hidalgo 
County, Texas 

INCLUDED Tfil TRA Ml SIO 

June 26, 2002 letter~ June 4, 2002 letter from Steve Ellis and GLO lease 
form approved by Garza Eoergy Trust and LM'.P 

1F YOV HA VE ANY PROBLEMS IN RECEIVING THIS TRANSMISSION, 

PLEASE CALL Becky AT (713) 652-4068 
THI~ MESSAGE IS INT6N060 FOR nm USE OF THR INDIVIDUAL OR ENTITY TO WHlCH IT IS ADDRESSED ANO MAY 
CONTAlN INFORMATION THAT IS PRJVILEGED, CON FlDENTlAL AND EXEMPT !'ROM DISCLOSURE UNDER AI'PLICABLF, I..A W 
TF THE R£ADER OF THIS M SSSAOE IS NOT THli INTENDED RECCPl uNT, OR IS A}..l fi..'l.{J)LOYEE OR AGENT OF THAI Jl£RSON, 
YOU AR.2 Hli.REDY NOTIFl l' D THAT ANY DISSEMINATION, DISTRlBllTION OR COPYINO or nus COMMUNICATION IS 

STRlC'fLY PROHIBITED. lP YOlJ HA.VI: RECEIVED THIS COMMUNICATION IN f!RROR, PLEASE NOTIFY US IMMEIJIAlcI,Y 
BY TB.LEPHONE /\ND RE11 JRN rnE ORJGINAL Mt-:SSAGE TO US BY MAIL. 



, 06-26-t-002 02 :24PM FROM-Ki I I bu rn Jones Ci I I Campbel I 71 36510716 T-816 P 00 2 

KILBURN,JONE , GILL & CAMPBELL, L.L.P. 

Keay A. K.lbum • 

Michul D Jones t t 

!..« S. G.u ·1 

I{_ Ruy Campbell 1 

ATT'Oll NH\'S A'!' LAW 

6363 WOODWAY, SUITE 1100 
HOUSTON, I EXAS 77057 

1ll.LB PH ONh (71 l) 652,..4()6J\ 
f,A.CSlMILF (7ll) 6Sl 0716 

t &-d C.Utlt4 • C1,J Tral Low 

l lM..il c ..... w · C\i. o.. , .. ,o-.a r.­
T . - a .. J ofl.ot>l 't>-.&.1 .. on 

June 26. 2002 

MAIL, 111Jo 

J. David Hail, Esq. 
Dr w Reed 

Fax (5 12) 463-6 11 

Texas General Land Office 
Stephen F. Austin B ldg 
1700 North Congress Ave. 

ustin, TX 7870 1-1495 

Re: Oil and Gas Lea e 
Garza Energy Trust, Agent for Slate of Texas 
176.00 Acres of Land, W .D. Parchman wvey 883, A-926 
Hidalgo ounty, Texas 

Dear Mr. Hall and Mr. Reed: 

coru 

F-52 1 

On April 15, 2002, Garza Energy Trust (''Garza"), as agent for the State of Texas, accepted 
an offer made by LMP Petroleum, Inc. ("LMP") to acquire an oil and gas lease covering the 
land described on the anacbed Exhibit "A." LMP conditioned its acceptance of the lease 
upon the General Land Office ("GLO") assunng LNIP in a letter that an forfeiture of 
Garza's agency righ will not reduce or diminish the estate or rights granted to LMP under 
the proposed lease. We hereby request the GLO provide that written assurance. We are 
enclosing a copy of the June 4, 2002 letter from teve Ellis, LMP 's counsel, requesting th.is 
assurance. 

A you know, the GLO notified Garza on February 19, 2002 that if a well were not 
commenced by May 30, 2002 that Garza ' s agency rights would be subject to forfeiture by 
the GLO per sections 174 and 175 of Chapter 52 of the Relinquish Act. Garza inunediately 
and diligently solicited offers from over thirty oil companies to lease and drill this land to 
prevent drainag and preserve its agency rights . On February 2 , 2002, LMP made a lease 
offer to Garza with probable awareness of the GLO's discretion to cancel the Garza ' s agency 
rights. Garza accepted LMP's lease offer on Apri l 15, 2002 after evaluating all other bids. 



. 06-26-2.002 02 :24PU FROU-K1 I I bu rn Jones C1 I I Ca~pbel I 713651071 6 -816 P 003 F-52 1 

Page 2 
June 26, 2002 

On May 1, 2002, Garza prepared a GLO lease form for LMP's execution. n June 4, 2002, 
LMP's attorne , Steven W. Ellis, re turned the GLO Lease fonn to Garza with proposed 
additions and cbanges to the standard GLO lease fonn. Garza has perused all the LO lease 
mm hanges. As a measure of good faith and to expedite the leasing process, Garza has 

agreed to all Llv1P's GLO lease modifications. 

fn accordance with LMP GLO lease provision 44, we ask that the GLO sign the spaces 
pr vided below to evidence that I ) the rights of Lessee (LMP) under the proposed lease are 
not affected by any forfeiture of the ngeocy rights of the owners of the soil covering the 
leased premises, whether such forfeirure occurs prior to or after the date of the prop ed 
lease, and 2) LMP wtlJ be entitled to the entire two (2) year primary term granted therein, 
subJeCt to the other terms of the proposed lease. 

By giving LMP these assurances, the GLO efficiently serves the State's best interest b 
allowing LMP to dril.1 wells to prevent further drainage to tate lands. 

Respectfully, 

Michael D. Jones 

THE RlGHT OF LE SEE UNDER THE LEASE REFERE CED HEREIN ARE OT 
AFFECTED BY Y FORFEITURE OF THE AGENCY RJGHT OF THEO ERS F 
THE SOIL COVERING THE LEASED PRENII E , WHETHER SUCH FORFEITURE 
OC URS PRIOR TO OR AFTER THE DATE OF THI LEASE, AND LE SEE HALL 
BE ENTITLED TO THEE TIRE TWO (2) YEAR PRilvfAR Y TERM GRANTED IN T(IE 
REFERE CED LEASE, UBJE T TO THE OTHER TERMS OF THIS LEA E. 

GENERAL L D OFFICE 

J. David Hall, Esq. Date 
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Page 3 
June 26, 2002 

cc: 

William P. Moffitt 
Moffin & Associates, Inc. 
P. 0. Box 2786 
Corpus Christi, Texas 78403 

Mr. Michael S. Pedrotti 
LMP Petroleum, Inc. 
615 N. Upper Broadway, Suite 1500 
Corpus Christi, Texas 78477-0183 

Juan Lino Garza, Jr .. Operations Manager 
Garza Energy Trust 
201 Donaldson Ave. 
San Antonio, TX 78201 

7136510716 T-816 P.004/021 F-521 

Fax: (361) 888-5100 

Fax: (361) 883-7102 

Fax (210) 736-3902 
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Exhibit "A" 

Property D cscnptioo 

176 acres described in Release dated effective October 1, l 998, recorded in Hidalgo County File o 

751455 8Jld being a part of the following base tracr: 

All of that certain 532.74 acre tractlaiown as Survey No 883, Cert. No. 997, A-726, 
Hidalgo County, Texas; A-926, Smrr County, Texas, W D . Parchman Ortgmal 

Grantee, described as follows: 

B GINNING at an iron rod rn comer of fence lino on the North line of Porcion No. 
43, the Southeast comer of Survey No . 885, for the southwest com er hereof; 
TI-lENCE, with the fence and East line of urvey No. 885, North 9° 29' East 1128 2 
varas to a pose 10 the South l ine of the Los Maguelles Grant, the Northeast comer of 
Survey No. 885, for the orthwest comer hereof; 
THENCE, wich the South lmc of tho Los Maguelles Grant, outh 8 l 

O 
3,1 • East at 

1158.3 varas pass 9 4 vams North of a Mesquite MKD 1879 {very old marks), at 
2145.9 varas pass a.Mesquite !viKD X (very old marks), at 2608.6 vams set pipe in 
fence for the orthwcst comer of Survey No. 488 nnd the ortheast corner hereof; 
THENCE with fence and West line of Survey No. 488, South 9° 00' West l 162.3 
varas to comer of fence, a corner of urvcy No. 488 and the Sou th east comer hereof, 
THENCE with fence and lme of Survc o. 488, North 81° 21 ' West 1202.8 varas 
to a corner of fence, a comer of Survey No. 488 and the Northeast corner of Porcion 
No. 44, 
TiiENCE,, ith fence and North line of Porcion No. 44, North 80° 22' West 14 15.2 
varas to the PLACE OF BEGINNING containing 532.74 acres ofland more or less 
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.......... 

Ste"Ven w. Ellis, P.C. 
ATT'ORNE.YS A.T LAW 

BOAAD c,RTINX) 
Cl!l.. GA.$ NfD HIN V.W 

d I 5 NOR™ UPPER 6 ROAOW,'Y SUm!: I O I 15 
CORPUS CI-IRISTl, TtXAS 704 77 

1J;lcA.'I flCARO 0, LmAI.. S!"ICIAl..lU'nON 

Mr. Michael D. Jones 
Kilburn, Jones, Oill & Campbell, L.L.P 
6363 Woodway. Suite 1100 
Houston, Texas 77057 

RE: Oil and Gas Lease Fann 

June 4, 2002 

Garza Energy Trust Mineral Classified Lease 

Dear Michael: 

t 76.0 Acers of land, W.D. Parchman Survey 883, A-926 
Hidalgo County, Texas 

T-8 16 P 006/021 F-52 1 

'Tl:u:PHoH!:, 136 l) 884•Q!550 
FAX: 13e. 11 86 I '9'177 

At the request of LMP Petro lo~ Ino. I am transmitting the lease form acceptable to L.l'\1P 
to cover the captioned. acroage. You ha 6 informed Michael S. Pedroni of LMP that the General 
Land Office has apparently uonfied the Garza Energy Trust the Trust's agency rights to lease th!! 
caplloned acrenge may be forfeited. 

LMP bad no notice of any such forfelture when 1t made its offer to lease the acreage. LMP 
wiU not accept an oil and gas lease covering this acreage unless LMP is provided sufficient 
assurances from the tate that forfeiture of your client's agency rights will not in any way reduce or 
diminish the estato or rights granted to LMP under the proposed lease. Ll\1P must not be subject lo 
any drilling deadlines or restrictions other than those contained lil the oil and gas lease: as proposed, 
but LMP must have the right to enjoy the full two year terro ofits lease. 

Please provide a letter from the State addressed to LMP that contains the above assurances, 
and upon acceptance of the atutche<l Leas~ fonn by all parties, LMP will tender the bonus to the 
Gar.ta Energy Trust and to the ta.te in accordance with the terms of the lease. 

very truly yours, 

W. ELLIS, P.C 

-~ - - ------ ----- - - -- - --- - --- - -- -

l 



!!. 
File No. /rJ (-/ )!) l{?(b g' 

c/1 I 

~· Date Filed=t)6(tffe;= · 
By Jerry E. P~, Commissioner 

• 
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KILBURN, } E , GILL & CAMPBELL, L.L.P. 

K~rrv A Kilburn 
Michael D Jone~' 1 

lc<!S. G ill ' 
K Ray Campbell I 

36 1-88 J-9777 (facsimile) 
teven W. ~ llis, Esq. 
leven W. · llis, P. . 

A TIORNEYS AT LAW 

6363 WOODWAY, SUITE 1100 
HOUSTON, TEXAS 77057 

TELEP! ION!! (713) 652~068 
FACSIMILE (713) 651-0716 

• A ho Lictrut'd 10 rn<h<t an l ..ouUlol.01 

t Bo,rd C.n,htd · C, .. 11 nal t .. , 

z Bo&tJ Crn1finJ · 0.1. <,11 anJ Mlntnl I A• 

T nu Doa,J of Lq,l \r,u&lwuon 

July 12, 2002 

6 15No11h pper Broadway, uite l616 
orpus hristi, TX 78477 

I\I IC II \ll I). Jo,~, 
f · MAII : mjonesr11 kjl(t .com 

Re: Oil and Gas Lease on l 76 acres out of Survey 883, Cert. No. 997, A-726, 
Hidalgo ounty, TX A-926, W. D. Parchman Original Gra11tee, tarr 
County, TX 

Dear Leve: 

We received your June 4, 2002 letter wi th the enclosed fom1 of GLO lease wi th 
the additional provisions acceptable to your client. l apologize for the delay in 
responding, but vacation plans and the July 4111 holiday intervened. l am enclosing a copy 
of a letter from the enera l Land Office which should address yow· concerns as to the 
authority of the Garza nergy Trust lo execute a valid lease to your client, LMP 
Petroleum, lnc. and the rights of your client under the GLO lease included with your June 
4, 2002 letter. 

ln your June 4, 2002 letter you indicate that upon acceptance of the lease by all 
paii ies, LMP will pay the bonus to the GL and T. If possible, we would request 
your client's execution of three originals. We wi ll secure execution by GET and the 

LO and upon delivery of a fully executed copy to you, LMP wi ll issue checks to the 
L and GET. Please let me know if th is procedure is acceptable to you. 

Respectfu lly, 

·-~1 l----
Michael w ;ones 

cc Robert Hatter, G LO 
Juan Lino Garza, Jr, GET 

r 



Texas General 
land Office 

David Dewhurst 
Commissioner 

... . . . . . . .... 
• .... 
. .. 
• • • .... 

• ...... . . 
.. . . . . .. 

Post OffJCe Box 12873 
Austin. Texas 
78711-2873 

Stephen F. Austin Bu1ld1ng 
1700 North Congress Avenue 

Austin. Texas 78701-1495 

512 463 5001 
1.800.9984GLO 

www glo.statc.tx us 

July 8, 2002 

Mr. Michael 0. Jones 
Ki lburn, Jones, Gill & Campbell, L.L.P. 
6363 Woodway, Suite 1100 
Houston, Texas 77057 

Re: Proposed Relinquishment Act Lease 
LMP Petroleum, Inc., Lessee 
Garza Energy Trust, W. D. Parchman Svy. #883 
Hidalgo County, Texas 

Dear Mr. Jones: 

In response to your letter dated June 26, 2002, please be advised that 
in the event the General Land Office (GLO) should proceed with forfeiture 
of Garza Energy Trust's agency rights as the owner of the soil of the above 
referenced tract, it is agreed by the GLO that the rights of the Lessee under 
the referenced lease would not be affected by such forfeiture, should the 
forfeiture occur afler U1e date the lease is executed. Further, Lessee shall be 
entitled to the entire primary term granted in the referenced lease, subject to 
the other terms contained therein. 

Presently, no forfeiture action 1s contemplated based on the nature of 
the ongoing negotiations with potential lessees. Also, please be aware that 
the offset obligation continues to be an issue on this tract. 

If you should have any questions concerning this matter, please call 
Robert Hatter in the Mineral Leasing Division at (512) 475-1542. 

Deputy ommissioner 
Energy Resources 
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DATE: 

TO: 

FROM: 

KlLBURN,}ONES, GILL & CAMPBELL, L.L.P. 

July 31, 2002 

Steven ills 
Robert Hatter 

I\ Tt'OnNBYS AT I.J. W 

6363 WOODWAY, Surm 1100 
H OUSTON. TF;:)uo.s 77057 

F TRANSMI SIO 

PAGE : 

AX#: 

Juno Lino Garza, Jr. 
George L. Willingham 

Michael D. Jones 
Toni Sharretts 

FAX#: 
TEL#: 

4 TOTAL 

(361) 881-9777 
(5 12) 463-6311 
(210) 736-3902 

(713) 651-0716 
(7 J 3) 652-4068 

UBJECT: Re: M-91211, 528 acres Smvey 883, Cert. No. 997, A-726, Hidalgo 
County, TX; A-926, W. D. Parchman Original Grantee, tan County, TX 
and 274 acres W. D. Parchman Survey No. 883, A-729, in Hidalgo and 
Starr Counties, Texas and a portion of the "Los Mabruelles" Nicolasa 

alinas Grant, Survey No 893, A-411, Starr County, Texas, A-72, Hidalgo 
County, Texas 

l N LUDED IN TlD TRAN Ml ION: 

July 3 l , 2002 letter 

C) 
n 

1F YOU HA VE ANY PROBLEMS IN RECEIVING THIS TRAN MISSION, 
PLEASE CALL Becky AT (713) 652-4068 

THIS M~SAOE lS JNTENJ)ED FOR THE USE OF THE INDMDUAL OR ENTITY TO WHICH IT IS ADDRESS£0 AND MAY 
com AfN INFORMATION THAT lS PRNJl.'£08), CONFIDEN1 IAL AND F.XEMPT FROM DISCLOSURE UNDr.R APPLICAl:ILE LI\ W 
lJ. THE READER OF TH1S MESSAGI! IS NOT TI IE INTENDED RECrPlENT, OR IS AN EMPLOYE£ OR AGENT Of THA'I PFRSO~. 
YO ARE H£Rli8Y NOTlFll:.D THAT ANY DISSEMINATIOI'<, DlSTIURUTlON OR COPYING OF TlllS COMMUNICATION IS 
STRJCl'L Y PROHTBITED. JF YOU HA VE Rf.CEIVEO THIS COM.MUNI CA 1 ION IN ERROR, PLEASE NOTIFY US IMMF. D1A TEL Y 
BY Tcl.£PHON6 AND Rl:.'1'1.JRN THE ORIGINAL MESSAGE TO US DY MAIL. 
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K.!LBURN, JONE , GILL & CAMPBELL, L.L.P. 

Kerry /\. 1(.iJ.burn • 
Mich:itl D. Jone••• 

UC s. GtU . , 

K. tuy Dm.,bcu • 

361-881-9777 (facsimile) 
Ste en W . Ellis, Esq. 
Ste en W. Ellis, P.C. 

AITORNEYS AT LAW 
6363 WOODWAY, SUITE 1100 

HOUSTON, TEXAS 77057 
TliLEPHONl:. (713) 652-4068 

FACSIMD...E (7U) 651-0716 

• Abo i.-,..t ca Pnmn •• UI\MIWla 

t lloord Ccrd11..t • C1•J TMI uw 
i llo&nl eu,:.G..t . OU. c- .... Mul.nl ...... 

r.-uo llo11d o/ t..'t,J ~ ...... Jiucio~ 

July 31 , 2002 

6 15 orth Upper Broadway, uite 1616 
Corpus Chnsti, TX 78477 

M 1CIIA£L 0 . J Or,ll'j 

F.,,'I.WL: mjOntS@kJi:uom 

Re: Oil and Gas Lease on 176 acres out of urvey 883, Cert. o . 997, -726, 
Hidalgo County, TX A-926, W. D. Parchman Original Grantee, tarr 
County, TX 

Dear teve: 

I was SUl'prised to receive your July 30, 2002 letter in light ofmy July 12, 2002 
letter. LMP requested assurances from the GLO on this lease and Garza Energy Trust 
secru·ed these assurances and Garza Energy Trust agreed to LlvfP's lease form I am 
enclosing my July 12, 2002 letter with this facsimile transmission. I sent you the original 
letter from the GLO. Please re-evaluate LMP's position on this matter as GET accepted 
LMP' s bid and GET accepted LMP' s lease form and secured the assurances from cbe 

LO required by LMP. Pl ase give me a coll . 

Respec~ 

/ ~~Vfones 
cc Robert Hatter , G LO 

Juan Lino Garza, Jr, GET 
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KILBURN,JONES, GILL & CAMPBELL, L.L.P. 

K.!rry h. Xilbum ' 
Mich:id D.Jone$ '' 

L .. S. Gill"' 
K. R,y Compb,ll ' 

361-881-9777 (facsimile) 
Steven W. Ellis, Esq. 
Steven W. Ellis, P.C. 

h TIORNEYS AT LAW 
6363 WOODWAY, SUITE 1100 

HOUSTON, TEXAS 77057 
TELEPHON~ (7 IJ) 652-~068 
FACSIMILE (71l) 651·0'16 

"'Iii.a~ Kl (tnQ1N In Lo~ia..1 

TO<Wd~td-CJvilirill Y'* 

.t brJ Ccl"L'.if~ • Oil, Gu and Miner.d I.al< 

Ton6 ~ of Lqll Spcml~1Kln 

July 12, 20-02 

615 North Upper Broadway, Suite 1616 
Corpus Christi, TX 784 77 

MtCllill D. JONES 
E-MAIL: mjoan@kjgt.com 

Re: Oil and Gas Lease on 176 acres out of Survey 883, Cen. No. 997, A-726, 
Hidalgo County, TX A-926, W. D. Parchman Original Grantee, Starr 
County, TX 

Dear Steve: 

We received your June 4, 2002 letter with the enclosed form ofGLO lease with 
the additional provisions acceptable to your client. I apologize for the delay in 
responding, but vacation plans and the July 411, holiday intervened. I am enclosing a copy 
of a letter from the General Land Office which should address your concerns as to the 
authority of the Garza Energy Trust to execute a valid lease to your client, LMP 
Petroleum, Inc. and the rights of your client under the GLO lease included with your June 
4, 2002 letter. . , 

In your June 4, 2002 letter you indicate that upon acceptance of the lease by all 
parties, LMP will pay the bonus to the GLO and GET. If possible, we would request 
your client's execution of three originals. We will secure execution by GET and the 
GLO and upon delivery of a fully executed copy to you, LMP will issue checks to the 
GLO and GET. Please let me know if this procedure is acceptable to you. 

Respectfully, 

. ..--7\, -~ 
vi~~. --

Michael · Jones , 
cc Robert Hatter, GLO 

Juan Li.no G=1, Jr, GET 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Post Office Bex 12873 
Austin, Texas 

78711·2873 

•_;,.,··1 

Siephen F. Aust:n Building 
17C-O Nor:h Congress Avenue 

Austin. Texas 78701-1495 

512.463.5001 
1.800.998.4GLO 

www.glo.state.lx.us 

July 8, 2002 

Mr. Michael D. Jones 
Kilburn, Jones, Gill & Campbell, L.L.P. 
6363 Woodway, Suite 1100 
Houston, Texas 77057 

Re: Proposed Relinquishment Act Lease 
LMP Petroleum, Inc., Lessee 
Garza Energy Trust, W. D. Parchman Svy. #883 
Hidalgo County, Texas 

Dear Mr. Jones: 

In response to your letter dated June 26, 2002, please be advised that 
in the event the General Land Office (GLO) should proceed with forfeiture 
of Garza Energy Trust's agency rights as the owner of the soil of the above 
referenced tract, it is agreed by the GLO that the rights of the Lessee under 
the referenced lease would not be affected by such forfeiture, should the 
forfeiture occur after the date the lease is executed. Further, Lessee shall be 
entitled to the entire primary term granted in the referenced lease, subject to 
the other terms contained therein. 

Presently, no forfeimre action is contemplated based on the nature of 
the ongoing negotiations with potential lessees. Also, please be aware that 
the offset obligation continues to be an issue on this tract. 

If you should have any questions concerning this matter, please call 
Robert Hatter in the Mineral Leasing Division at (512) 475-1542. 

Sincer 
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From· Vendor Code Check Date 

To . Comm. of the Gen. Land Office TEX005 06/09/03 . 
Reference . Date Description 

110 06/09/03 TEX 061003 
S Jeffress Prospect 

~°W':'D<e~ 
Rfid LYY\ p 

. . .. • . 
~ • • . . . . . . . . ... . . . 

Check Amount 
$100.00 

Check Number 

201017 

Amount 

y ,oo.oo 

\~\ 03040866 

Ex p\c (' Inc... ~ 

.. • . . 
• . . . .. .. . 
' .. 



BOARD cumnc.o 
C l.S ANO MIN(ftAl_ LAW 

Tex.. f ... , I) or l COAL 5PCC1"1JlATlON 

Mineral Leasing Division 
Texas General Land Office 

ltn : Drew Reid 

. --lli I P. 
ATTORN~ AT LAW 

Cl I 5 NOR'Tri UPPER BROADWAY SUITE I Cl I Cl 

CORPUS CHRISTI , TEXAS 78477 

June 9, 2003 

1700 orth Congress A venue, Room 600 
Austin, Texas 7870 1-1495 

RE: Gar,a Energy Trust 

Dear Mr. Reid : 

176.0 Acres of land, W.D. Parchman urvey 8 3, A-926 
I Iida Igo County, Texas 

TE:L!:Pt<O"E 13e I l 884-Q!550 
FAX 13e 11 88 I -Q777 

ln accordance "' ith the GLO's RAL Procedures, LMP Petroleum, Inc. submits for appro, al 
the allached Relinquishment Act Lease covering the above referenced acreage in I lidalgo ounty, 
Tc as . The lease has been negotiated but not yet signed by the owner of the soil. As provided in 
the RAL Procedures: 

I. The interest being leased: 
2. Bonus per acre being paid : 
3. Primary Lcm1 of lease: 
4. Rental per acre being paid: 
5. Gross royalty being paid : 

Ga1-1a Energy Trust- I 00% 
$300 per acre 
2 years 

25 per acre 
25°·0 royalty 

Enclosed is the process mg fee of$ I 00. Please rev1e, the attached lease fom1 on behalf of 
the state and notify the undersigned or LMP Petroleum, Inc., 615 . pper Broadway, u1te 1500. 
Corpus Christi . Texas 7 477, with the GLO's appro, al. 

Thank you for your consideration in this matter. and please call if you have questions. 

Very truly yours, 

TEVE W. FLU , P.C. 
I 

Vvfu11~~· 
. . . ... . . . . • • • • • . . . . • . . . . . . . . 

" • • • • •• . .. . ... . ... • .. 
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. KlLBURN, JO S, G ILL & CAMPB LL, L.L.P . 

i-.crty h ~bu,n • 
. \l.,c:i;,, 0 Jo.so " =-~ c; c;,u .• 
I..'. n..y <;:•mpl,.11 ' 

361 -881 -9777 (facsimile) 
Steven W. Ellis, Esq. 
Steven W. Elli~, P.C. 

ATI'ORNE S AT L\\! 
6363 \X'ooJway, Swrc 110() 

HomtOll, Te>.:a. 7"'0'i7 
TclcphoM ( 13 c, 52-40611 

r.a r,1J) 652 40"'8 o, (' 13; 1,:,1-<r16 

Apnl 22, 2003 

61 :> :,..;orth Upper Broadway, Suite 1616 
Corpus Christi, TX 78..t77 

• Al. l.,o a,J m l'n.:a...,. . , L,....._.a, 
t Dt->...i C,nif.w , C.•J r...i 1 ... 

, n,mJ c..nt...c1. OJ c:,, -i :-.......i r ...... 
To.- 8oons nC '-1:1" SI"...,_,..,.. 

Re: 0 11 and Gas Lease on 176 acres out of Survey 883, Cert. No. 997, A 726, Hidalgo 
County. TX A-926, W . 0 . Parchman Origmal Grantee. Scarr County, TX 

Dear teve· 

In our recent telephone conversauon concerning the above referenced lease, I was under the 
impression that you intended to send me the latest version which we had agreed to last year. I ha e 
not yet recc: ived it, but then I remembered that you may have wanted some information from me. 
In this regard, I have spoken to the Owners of the Soil and their initial position was to make their 
30 eismic information availab le lo your client in exchange for an increased royalty perccntagt 
after payout of any \ cll 10 be drilled on the referenced property, which increase would be divided 
equally with the GLO. The Owners of the oil have abandoned this position and want to proceed 
to the s igning of a straight 25% royall1 lease as previously proposed by LMP withouc any access 
to 3D se1::,m1c. Please send me the lease form for this trans Cllon and I wi ll se urc the necessary 
s ignatures. Thank you for your attention co these matters. 

Respectfullt 

~I~ 
cc Juan Lino Garza, Jr. 

Juan Lino Garza, Sr. 

. . • ... • . . • . . . . . . . • . . . . . • • • . . . . .. . . . . .. • ••• • ... . 
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1LE,XAS GrJEl\JEJRAJL lLAl\JD ;QF[~JCE 

June 25, 2003 

Steve W. Ellis, P.C. 
615 North Upper Broadway, Suite 1616 
Corpus Christi, Texas 78477 

RE: Proposed Relinquishment Act Lease 

Being 176.0 ac. in Sec. 883, W.D. Parchman. Sur., A-726 
in Hidalgo Co., Texas 

Dear Mr. Ellis: 

JERRY PATTERSON, COMMISSIONER 

We hereby acknowledge receipt of your proposed Relinquishment Act Lease covering the 
referenced tract. The Commissioner of the General Land Office has approved this lease 
as to form and consideration. The terms recommended for approval of this lease are a 
$300.00 per ac. bonus, 1/4 royalty and a 2 year primary term, with rentals of$25.00 per acre 

If the above recommended terms meet with your approval please furnish this office with 
a certified copy of the lease or leases for filing and a check for the State's cash bonus and 
the required filing fee of$25.00 per lease. 

If, prior to submittal of the requested material, this office receives evidence that the above 
terms constitute less than market value, then this approval may be withdrawn. Otherwise, 
this approval shall remain valid for sixty (60) days from the date hereof. Please call if you 
should have any questions. 

Sincerely, .. 
Y~R~ 
Drew Reid, Landman 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

Stephen F. Austin Building• 1700 North Congress Avenue• Austin, Texas 78701-1495 

Post Office Dox 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

w\vw.glo.srare.tx.us 



Date Filed: <Gf:f .. Jl(c'{V_,., 
Jerry E. Pat 

~·~~_J.:A:::._~~~ 

/, 
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BOARD CCRTI"1l0 

Oil., OAS ANO MoN(RAt, V,.W 

ltXA5 BOARD OF UOAl SP CIAUZATION 

Mr. Michael 0 . Jones 

lev n llis, P. 
ATTORNEYS AT LAW 

e I 5 NORTH UPPER BROADWAY sum: I e I e 
CORPUS CHRIS11, TEXAS 78477 

June 25, 2003 

D RT IFIED IAIL 
Kilburn, Jones, Gill & Campbell , L.L.P. 
6363 Woodway, Suite 11 00 

RE EIPT REQ • T D 

1 rouston, Texas 77057 

RE: Garza Energy Trust 

Dear Michael: 

176.0 Acres of land, W.D. Parchman Survey 883, A-926 
Hidalgo County, Texas 

: •. At the request of the State of Texas, I am wri ting this letter to notify you and the Garza .... 
Energy Trust that the tate has approved LMP's Relinquishment Act Lease covering the above 
referenced acreage. Since Garza Energy Trust's share of the bonus consideration is in your 
possess ion , we request that you expedite gett ing the lease signed anti returned to me. 

The State has asked that the executed lease be filed for record and the State's share of bonus 
forwarded to them as expeditious ly as possible. I look forward to receiving the executed lease at 
your earliest convenience. 

Thank you for your kind assistance in this matter. 

xc: Mr. Drew Reid 
General Land Office 

Mr. J. David Hall 
General Land Office 

Very truly yours, 

STEVJN W. ELLIS, P.C. 

J!l~Eli~ 1fe.· 



• • • • • • ... 
... 
• • • • • • 

By ~ 

• • • • • • • • • • • • • • • • •••• 

;i 



November 17, 2003 

Mr. Juan Lino Garza 
Garza Energy Trust 
201 Donaldson Avenue 
San Antonio, Texas 78201 

Re: LMP Petroleum, Inc. 

C"rE 

Survey 883 (A-726), W. D. Parchman (A-926) 
Hidalgo County, Texas 

Dear Mr. Garza: 

The General Land Office (GLO) has been informed that LMP Petroleum, Inc. has made 
an offer to lease 176 acres out of the above referenced property, which is subject to the 
Relinquishment Act. The GLO has also been informed that the terms of the offer have 
been agreed upon with the exception of a Paragraph 42, SEISMIC DATA, which was 
stricken from the lease. 

While we understand that Garza Energy Trust has an agreement with Western 
Geophysical Company concerning the release of certain data obtained on land owned 
by Garza Energy Trust, it is the position of this office that such an agreement would not 
be binding on Relinquishment Act land. As owner of the minerals underlying the tract, 
the state would be a necessary party to the agreement. 

Additionally, it would appear to be in the state's best interest to allow an oil and gas 
lessee access to available seismic data. Therefore, as agent for the state with a 
fiduciary duty to act in the state's best interest, the GLO respectfully requests that Garza 
Energy Trust execute the oil and gas lease in favor of LMP Petroleum, Inc. as originally 
drafted. 

Your cooperation in this matter is appreciated. Please let me know if you have any 
questions. 

i 
eputy Commissioner 

Energy Resources 

Sicphcn F. Ausl1n Duild111g • 1700 North Congress Avenue • Ausun, Texas 78701 1495 

Post Oflil:e Box 12873 · Ausun, Tc..xas 7871 l 287.l 

512 463-5001 · 800 ·998 -lGLO 

www.glo.state.oc.us 
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KILBURN, ] 

Kl'rn A K1lhurn • 
M1~hJd D Jone, '1 

LttS Gill I 

K Ray CJmpbcll I 

Charlie Yanel 
Western Geophysica l 
I 000 I Richmond Drive 
l louston, Texas 77042 

E , GILL & C MPBELL, L.L.P. 
A TIORNEYS AT LAW 

6363 WOOOWA Y, SUITE 1100 
I IOUSTON, TEXAS 77057 

TELEP I IONE (71 J) 652--4068 
FACSIMILE (71J) 65 1-0711> 

• AIIO l• rnvd to Pn11•l c UI Louauuu 

I !loud Crn,f...J Cml Tnal 1~,.. 

t !loud Crnoft<d 0.1, G .. ..,.J M,nnal u• 
r .... lloud of !qal Sp«'~IUltOO 

November 25, 2003 

:::, 
<-·' 

'-I ICII \l I 0 . JO'<f:h 
F·\1,\ 11 : mfone (a l. j .co01 
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-u 
( ) 

r.-
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.M.R.R.R. 7003 101 0 004 3693 1763 
Re: Re uest Lo Disclose Seismic Data 

Garn Energy Trust to Western Geophys ica l Pem, it dated eptember 8, 1994 
807.7 1 Acres in W .O. Parchman Survey No. 883, 
A-726 in 11 idalgo ounty, Texas and A-926 in tarr County, Texas 

Dear Mr. Yaner 

This firm represents Garza Energy Trust and this letter 1s m reference to the captioned 
Geophysical Penn il. We last corresponded with you in Apnl 2002 with regard to th is pen111t 

Gar7a Energy Trust, as agent for the tale of Texas General Land Office, has entered into 
an oil and gas lease concerning 176 acres of land out of a 532.74 acre tract known as Survey o. 

83, Cert. o. 997, A-726, ll tdalgo County, Texas; A-926, S tarr County, Texas, W. D. 
Parchman Original Grantee with LMP Petro leum, Inc., 6 15 . Upper Broadway, Suite 1500, 
Corpus Christ 1, Texas 78477-0 I 83 . Garza Energy Trust is enclosing as Exhibit A, a descnpt1on 
and a plat showing the 176 acre, more or less, tract along wi th the two remai ning tracts which 
comprise the 807.7 1 acres re ferenced above. The I 76 acre tract is depicted wi th cross hatch ing 
and is depicted as blue in color on the attached plat. 

In accordance wi th 9 of the eptember 8, 1994 Geophysica l Pem,it, Garza Energy 
Trust authoriL.es Western Geophysica l to disclose the 30 seismic data on the 176 acres onl y to 
LMP Petro leum, Inc. The 30 seismic data on the 274.97 acre fee tract is not to be disclosed. 
The 274.97 acre tract is depicted in yellow on the attached plal. The 30 seismic data on the 352 
acre, more or less, tract to the west of the 176 acre tract is not to be di sclosed. T he 352 acre tract 
is depicted in green on the attached plal. Under the terms of 9, it is our unders tand ing that you 
may also consent to the disclosure of this J D seismic data to LMP Petro leum, Inc. now that GET 
has consented and provide the data to LMP. 

• . .. . : . . .. . . . . . . . .. . . . . . . . . . .. . ... . . . . . . . . . . 



,-----------------------

., 
Page 2 
November 25, 2003 

A copy of this Jetter is being provided to counsel for LMP Petroleum, Inc. and the GLO. 
I am also enclosing a copy of a written authorization from Juan Lino Garza, Jr., Operations 
Manager of the Garza Energy Trust. You will receive this fully executed authorization 
separately in the mail. If you have any questions feel free to call me at (713) 652-4068. 

cc: Juan Lino Garza, Jr. 
Steven Ellis 7003 IO IO 0004 3693 1770 
Robert Hatter 7003 IO IO 0004 3693 1787 

Respectfully, 

• • • • ·. : : ... 
• • • • •• ••• • ••• • • • 

• •• • ••• • • • • • • • • • • • • 
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Charlie Yanez 
Western Geophysical 
10001 Richmond Drive 
Houston, Texas 77042 

GARZA ENERGY TRUST 
200 Donaldson A venue 
San Antonio, TX 7820 I 

November 25, 2003 

Re: Request to Disclose Seismic Data 
Garza Energy Trust to Western Geophysical Permit dated September 8, 1994 
807.71 Acres in W.D. Parchman Survey No. 883, 
A-726 in Hidalgo County, Texas and A-926 in Starr County, Texas 

Dear Mr. Yanez: 

Garza Energy Trust, as agent for the State of Texas General Land Office, has entered into 
an oil and gas lease concerning 176 acres ofland out of a 532.74 acre tract known as Survey No. 
883, Cert. No. 997, A-726, Hidalgo County, Texas; A-926, Starr County, Texas, W. D. 
Parchman Original Grantee with LMP Petroleum, Inc., 615 N. Upper Broadway, Suite 1500, 
Corpus Christi, Texas 78477-0183. 

In accordance with ,i 9 of the September 8, 1994 Geophysical Permit, Garza Energy 
Trust authorizes Western Geophysical to disclose the 30 seismic data on the 176 acres only to 
LMP Petroleum, Inc. Under the terms of,i 9, it is our understanding that you may also consent 
to the disclosure of this 30 seismic data to LMP Petroleum, Inc. now that GET has consented 
and provide the data to LMP. 

Respectfully, 

/)· / 
Juan Lino Garza, Jr., Operations Manager 
Garza Energy Trust 

• • • • ·. : : ... 
• • • • •• ••• • • • • • • • 

• •• • ••• • • • • • • • • • • • • 



.. 

Description of Acreage 

fracl I A: Gar La ncrgy Trust, urface Owner and Agent for the . talc of 1 exa -
Ori I lsite 1 ract A 11 depths open 

180.74 acres, more or less, being the 176 acres described in Release dated effecti e 
October I. 1998. recorded in ll1dalgo a unty File No. 75 1455; and the 4.74 acre<; 
relca cd by Partial Release of Oil and Gas Lease dated March 9. 1989 from Greenbrier 74 
Limited, et al. Both of these tracts arc a part of the fo llowing base tract. 

All of that certain 532.74 acre tract known as urve} No. 883. Cert No 
997, A-726. llidalgo Count}, Te;,..as, A-926, Starr OUnl), Texa. W D. 
Parchman Original Grantee, described as fo llov .. s· 

BL I NING at an iron rod in corner of fence line on the Nonh line of 
Porcion o 43 , the 'outheast corner of urve} o 885. for the 
<;outhwest corner hereof: 11 ll·NCE, with the fence and East line of 
• un e o. 885, orth 9° 29' l·nst 11 28.2 varas to a post in the South 
line of the Lo Maguelles Grant. the orthcast corner of urve) No 885. 
for the Northwest corner hereof: 
Tl I NCE. with the outh line of the Los Mague!les Grant, ou th 81 ° Ji.I ' 
l:.ast at 1158 3 vara<; pa s 9 4 , aras North of a Me quite MKD 1879 (very 
old mark). at 2 145 9 varas pass a Mesquite MKD X (very old marl,..s), at 
2608.6 aras et pipe in fence for the orthwe t corner of urvey No. 
488 and the Northea ·1 comer hereof: Tl IE CE with fence and West line 
of urve) o. 488. outh 9° 00' West 1162.3 varas lo comer of fence, a 
comer of urve) No. 488 and the outh east comer hereof: 1 1 IF CC· 
"ith fence and ltne of urve) No. 488, North 81 ° 21 ' We t 1202.8 varas 
to a corner of fence, a comer of urvey No. 488 and the onheast comer 
of Porcion No. 4i.l, 
Tl I NCE, with fence and North line of Porcion o. 44, North 80° 22' 
\I est 14 15.2 aras to the Pl.ACI::. or BLGI I G con taining 532 74 
acre of land more or le s, ANO 

Tract I B: Garza Energy Trust, urface Owner and Agent for the tale of Texas -
Deep rights below I oo· belo, the stratigraphic equi a lent of the ba e of 
the Vicksburg Formation found at 10,5 10' in the Zamora No 2 located 
on this land 

352 acres limited to depths below I 00' be lo" the stratigraphic equi alent of the base of 
the Vicksburg Formation fo und at I 0,51 O' in the Zamora o. 2 located on this land. The 
rights herein available under thi tract ,,ere the deep rights released by Partial Relea e of 
Oi l and Gas Lease dated March 9, 1989 by Greenbrier 74 Limited, el al. These deep 
rights are a pan of the fo llo,..,ing base tract: 

All of that certain 532.74 acre tract known as urve} No. 883, Cert. o. 
997, A-726, Hidalgo Count)', Texa , A-926. Larr Counl). Texas, W. D. 
Parchman Original Grantee, described a fo llows: 

• : .... 
• • • . . . . .. 

• . .. . ... . . .. . . . . . . . 
• • • . . . . . . . 



B ·GINNI G at an iron rod in corner of fence line on the orth line of 
Porcion No 43, the oulheast corner of urvey o. 885, for the 
outh west comer hereof, 11 IE CE, with the fence and East line of 
·un ey o. 885, North 9 ° 29' East 1128 2 varas to a post in the outh 
I ine of the Los Maguelles Grant, the Northeast comer of urve)' No. 885, 
for the Nortll\\est comer hereof, 
T l IE c., with the outh line of the L.os Maguelle Grant, outh 81 34' 
· ast at 1158.3 varas pass 9.4 varas North ofa Me quite MKD 1879 (very 

old marks), at 2 145.9 aras pass a Mesqu11e MKD X (very old marks). at 
2608.6 aras set pipe in fence for the orthwest comer of urvey o 
488 and the Northeast comer hereof; T l ll:.NC • wi th fence and West line 
of un cy No. 488, outh 9° 00' West I 162.3 vara to comer of fence, a 
comer of urvey No. 4 88 and the outh cast comer hereof; 111 1::.NC I.:. 
wi th fence and li ne of urve1 No 488, North 81 ° 21' West 1202.8 varas 
to a comer of fence, a comer of urvey No. 488 and the ortheast comer 
or Porcion No. 44 , 
Tl ILN 'E:., with fe nce and North line of Porcion No. 44, North 80° 22' 
West 1415.2 varas to the PLACl:. Of· Bl:.G INNING containing 532 74 
ac res of land more or less; ANO 

I ee l and - Deep rights below I oo· be lo" the tratigraphic equiva lent of 
the base of the lov,est production zone found in the Zamora No. I located 
on this land . 

274.97 acres, more or less, limited 10 depths be lo\, I 00' below the stratigraphic 
equiva len t of the base of the the lowest production zone found in the Lamora o I 
located on this land. being de cribed as a port ion of the W D Parchman urvey o 883, 
A-729, 111 I l1dalgo and Larr Coun ties, Texas and a portion of the "Los Maguelles" 

icolasa ahnas Grant, uncy No. 893, -411, torr County, Texas. A-72, l11dalgo 
County, Texas. and more particu larly b1 metec; and bounds as follo,,,s-

BEGI ING at the orthwe t corner of Porcion 42. Ancient Jun diction of Reynosa, 
tarr Count) , Texas; 

TII E C · S80° 22' E. 4632 5 feet to a point for comer; 
Tl IENCE 9° 29· E, 3 134.0 feet to a point for comer being the outhwest comer of aid 
274.97 acre tract; 
Tl IENCE S8 IO 34 · ·, 7246.0 fee t to a point for comer being the Southeast comer of said 

· 274.97 acre tract; 
Tl I -NCE N 9° 00 ' , 1642.0 feet to a point for corner being the ortheast corner of said 
274 .97 acre tract; 
TIIE E N81 ° 22' W, 7232.0 feet to a po int fo r comer being the Northv eo;t comer of 
said 274 97 acre tract; 
Tl IE CE 9° 29' W, 1667.5 feet 10 the poin t of B · GINNING containing 274.97 acres of 
land. more or les . being part of the land described in that certain Warranty Deed dated 
Augu t 4, 1939, from Tom Vessels, Jr , ct u .. , as Grantor, to Guadalupe Garza Zamora, 
as Grantee, recorded in Vo lume 118, Page 178-79 of the deed Records of tarr County, 
Texa . 

. ... 
• 

: • • e • . . . . . . 
• •• • • • • • • •• . ... • • • • • . . . . . 
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OCH\.110 CCA'!lfl(l) 

OI-.. OAS ""D MINDIAL LAolf 

l"Qu.i; OQNlO O~ L(C'.AI. !ll'CCLAUIATIOI< 

Mr. Michael D. J onos 

FROM STEVEN W ELLIS PC 361 881 9777 

Steven W. Jli , P . 
ATTORN EYS AT LAW 

e I :I NO~ UPP~ BROADWAY SUITT: I O I O 
CORPUS C HRIS"Tl . TEXAS 7 8477 

June 14, 2004 

BYF 
Kllbum, Jones Gill & Campbell, L.L.P. 
6 6 Woodway, Suite 1100 
Houston. Tc as 77057 

RE: Garza Energy Trust 

Dear Michael : 

176.0 Acres of land, W.D. Parchman Survey 883, A-926 
Hidalgo County, Texas 

l'cU.-..ONCI ( ;,() I > 004-Q~~O 
,.,..,,., c3e 1 > ee 1-9777 

I have not heard from you since my last correspondence. I have spoken to Drew Ried at the 
GLO and I know he has indicated the State's strong preference that your client release the s ismic 
data o that the tate's minerals can be developed 10 a d1hgent manner. My chent stands ready to 
acquire tho lease and perform its obligations if tho Gana Mineral Trust will agree to a lease and 
release of the data without umeasonable condirions. 

Further, your cltent is already in possession of LMP's funds which were released without 
authorization. If we are unable LO acquire the lease and necessary data, LMP has instructed me lo 

consider what remedies they may have to recover the funds and for breach of fiduciary duly in 
disbursing che funds without authonzat1on from LMP. 

To LMP, it would bo by far preferable to avoid these issuo.s. and instead acquire, the oil and 
gas lease they seek on the captioned acreage. Please explain co your clients that it is in the best 
intcre t of all parties to consummate the lease, and proceed with possible development of this 
acrea~e. which will benefit all parties. 

Please let mo know your client's response oon. 

Very truJy yours, 

W. Ellis 
w~ • 

p 2 



6-1 d -2121121<1 1121 , 38AM FROM STEVEN W. ELLIS P.C. 361 881 9777 

• 

Mr. Michael D. Jones 
June 14, 2004 
Page2 

xc: Mr. Jim Gresham 
LMP Petroleum, Inc. 

Mr. Drew Reid 
General Land Office 

Mr. Matt Edling 
General Land Office 

P.3 
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06-14-2004 04 :48PM FROM-Kl I I bu rn Jones GI I I Campbe l I 7136510716 T-93 1 P 002/004 F-719 

KILBURN,JONES, GILL & CAMPBELL, L.L.P. 

Ktrry A.. Kilburn · 
M,cbw D JoneJ. I 

Ml H RI D. J ON£S 

• lAI!. : ,n jnnt'> kjgC.COlll 

361-881 -9777 (facsimile) 
Steven W. Ellis, Esq. 
Steven W. Ellis, P .C. 

ATTORNEYS AT LAW 
6363 WOODWAY, SUITE 1100 

HOUSTON, TEXAS 77057 
TELE.PHONE (713) 652-4068 

PACSIMILE. (713) 651-0716 

• Aho 1""1Ucd 10 Pr.M:W>O.., U)IMJWU 
T Oo.u,i Cunlkd • C.vd Tnll u w 

f Boud Comill..J • 0.1, C., ,nd M,,w.il L,.w 
T _, n--d o/ Lqll Spcc;.lluuon 

June 14, 2004 

6 15 North Upper Broadway, uite 1616 
Corpus Christi , TX 78477 

IMS. Gill ' 
K ll:ly c~ upbe!I I 

Re: Oi l and Oas Lease on 176 acres out of Survey 883, Cert. No. 997, A-7: 6, Hidalgo 
County, TX A-926, W. D. Parchman Original Grantee, Starr County, T): 

Dear tcve: 

On March 2, 2004, Garza Energy Trust (''GET") agreed to authorize Western C eophysical 
to provide LMP wi th the 3D seismic data from lands surrounding the 176 acres. This 'halo" data 
is partiall y derived from GET fee lands, i.e. the 274.97 acre tract contiguous alon.~ the north 
boundary of the 176 acre tract. 

Thus, part of the "halo" data is not GLO property. The GET mineral fee 3D data comes at 
a price. That price is the agreement to future lease terms on the 274.97 acre tract of I.ind. Those 
1enns, imer alia, included a $300 per acre bonus payment and a 3/8ths royalty. 

Since your clients had repeatedly indicated their non-interest in any lands outsid · of the 176 
ac;res, the "price" for this ''halo" information cost your client nothing. LMP rep bed to G) n's March 
2, 2004 lener on April 27, 2004. At that time, your clients realized Ihe error ofiheir straLegy. LMP 
may prove the productivity of deeper formations in this part of Hidalgo County and then be 
unprotected because of their refusal to lease the 274.97 acre tract and the deep righu under the 
532. 74 acre tract at the same time with the 176 acres. Both the 274.97 acre tract and the deep rights 
under the 532.74 acre tract have, at all times relevant hereto, been offered for lease by }ET. GET 
is the agent for the GLO as to the deep rights under the 532. 74 acre tract of land. 

Once again, in the spirit of compromise, GET is willing to remove conditions ( 1) and (2) 
from ilS March 2, 2004 lerter, a copy of which is attached, as to the 532.74 acre tracr ofland, but w1ll 
not remove these conditions as to the GET fee land. LMP' s invocation of starutory c uties co the 
GLO, while facially compelling, lacks substance. There is no authority or precedent wh ch requires 
an Owner of the Soil to provide a prospective lessee of tate lands with anything ofval1c from fee 
lands adjacent to the tate lands to facilitate development of the State lands. All of the a1 lth01ity and 
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Page2 
June 14, 2004 

precedent is to the effect of preventing the Owner of the Soil from exacting a benefit ft om leasing 
State lands which is not also shared with the GLO. GET has fastidiously protected the G :.o in lease 
negotiations, has always obtained the best agreement within its powers, and has ah, ays shared 
equally with the GLO. 

You have contacted the GLO and complained to the GLO concerning this mane1. Mr. Recd 
has called me to intervene on LMP's behalf. However, Mr. Reed has also agreed with me that the 
3D seismic data underlying the GET fee lands does not belong to the GLO nor must it l ,e included 
by GET free of charge in any lease of the 176 acres. It is in GET's interest to get the ·veil drilled 
which LMP has suggested. The condition which GET has placed upon release of the 3D data on 
the 274.97 GET fee acres to the north costs LMP nothing based upon LMP's prior po! ition when 
GET offered the 274.97 acres forlcase. Itis time for LMPto get the 3D seismic data frcm \Vestem 
Geophysical, make a decision, stake the well and drill the well. 

cc Juan Lino Garza, Jr. 
Juan Lino Garza, Sr. 
Drew Reed 
J. David Hall 

Respectfull , 

ones 
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KILBURN,JO S, GILL & CAMPBELL, L.L.P. 

kc, n I\ l!Wburo • 
?lfahad D Jon~'' 
uc,S Cill' 
K. luv C:unpbtll' 

'36 1-881 -9777 (facsimile) 
Steven W . E llis, Esq. 

teven W. Ellis, P.C. 

A TIORNEYS AT LAW 
6363 Woodway, Suite 1100 

Houston, Texas no57 
Telephone (713) 652-4068 

Fax (713) 652-4078 or (713) 65 1-0716 

March 2, 2004 

6 15 Norrh pper Broadway, Sui te 1616 
Corpus Christi , TX 784 77 

• 1\110 Llc,c,11.WC! LO f' lCUCC Ill l.o,whn1 

T Boud Cc"ifl d • C1\ll Tr:• Ll.., 
; BoHd C<niliod • Ol~ C 1 .ind M..ncnl !.::.,.. 

T<><» I-rel t ..-c:J S~c.alir..uon 

Re: Oil and Gas Lease on 176 acres out of Survey 883, Cert. o . 997, A- 2 '.l, H1dalgo 
County, TX A-926, W . D. Parchman Original Grantee, Starr County, TX 

Dear S leve: 

As we discussed on the phone on February 20, 2004, Garza Energy Trust GET will gram 
permission co LMP to obtain the 3-D se1sm1c data on the remaining GET controlled acr !age co rhe 
north and west of the 176 acre trac t on the following conditions: (1) if LMP elects, af er seismic 
srudy and review, to drill a well on the 274 .97acrc tract to the north of the 176 acre tract then L lP 
wi l l enter into an oil and gas lease providing for a $300 per acre bonus, 2 year primary n rm, 3 8ths 
(.375) royalty and delay rental of $50 per acre per year; (2) ifLMP elects, after se1sm1c study and 
1ev1ew, to drill a well on the 532.74 acre tract co the west of the 176 acre tlact then M1 will enter 
in lo an appro ed GLO oil and gas lease providing for a $300 per acre bonus, 2 year pri1uary term, 
3/8ths (.375) royalty and delay renta l of $50 per acre per year; and (3) LMP will hold rh, · disclosed 
3-D seismic infonn ation confidential and will not d1sclose the 3-D seismic informatior or LMP'<; 
mrerpretarions to any third parry except third parties necessary to get the well drilled whc also agree 
to hold the 3-D information and interpretations confidential. 

O T will agree to e ither substitute a new cover page for the Oil and Gas Lea ;e al read> 
executed to reflect a new execution dare of February 14, 2004 or execute a new Oil and Gas Lease 
idtntical co the existing Oil and Gas Lease as modified by tlus letter wtth an executun date of 
February 14 , 2004. If you have any questions please write or call . 

cc Juan L ino Garza, Jr. 
Juan Lino Garza, Sr. 

ReJ.,.ec fully, 

Mi~a 1 D. Jones 



issioner 

By ~ 



6- 18- 200d 2 ldPM FROM STEVEN W ELL IS P C 361 881 9777 

Mr. Michael D. Jones 

t ven lli , P.C. 
A'TTORNtYS AT LAW 

e I S NO ~ UPP ER lilROAOWAY SUITE I 6 I 6 
CORPUS CHRISTI. TEXAS 70.477 

J W\e 18, 2004 

Kilburn, Jones, Gtll Campbell, L L.P 
6363 Woodway, Suite 1100 
Hou ton, Texas 77057 

RE: Garza Energy Trust 

Dear M icha.el: 

176.0 Acre of land, W.D. Parchman urvey 883, A-926 
Hidalgo County, Texas 

Tc1.e•~o ~c 1:361 1 88 .. -0560 
...... (:Je ,, ee, ,0717 

BYF 

My cliem has considered your lasl lcller of June 14, 2004, and in the interest ofbrin ing this 
dialogue to a clo e, they will accept the tenn you proposed in that letter LMP will thu acquire the 
176 acre lease as proposed, and will acquire the se1srn1c data covering the 176 acre lease, and the 
adjo ining 532.74 acre and 274.97 acre tr cts. 

As to the274.97 acre tract only, LMP will agree to condition (l) of your March 3, 2004 letter 
tipulating the bonu and royalty amounts 1fUvfP in the future de ires to obtain a lease on Lhat tract 

LMP does not accept condition (2), which relates only to the 532. 74 acre tract !though tho March 
3 , 2004 letter you sem to me is dif.D rent from the March 2, 2004 letter attached to your latest fax , 
the differences do not appear to be substantive wi th respect to condition ( I). 

If thjs agreement is satisfactory, please indicate by signing below, artd returning a signed copy 
of this letter to me by fax . I Wlll prepare a revi ed oil and gas lease to reflect the new dace, and 
request that you prepare and ax for my review, a revised lettel' to Charli e Yane7 at Western 
Geophys1c I uthorizing them to release the datu on these tracts. 

Very truly yours, 

p 2 



6-18-2004 2, 14PM 

• 

Mr. Micha1;il D. Jones 
June 18, 2004 
Page2 

Agreed and Accepted 

Michael D. Jones 

FRmi STEVEN W. ELLIS P. C. 361 881 9777 

Attomey for Garza Energy Trust 

xc: Mr. Jim Gresham 
LMP Pe1roleum, Inc. 

)l.,fr, Drew Reid 
General Land Office 

P.3 
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ATTORNEYS AT LAW 

BOARD c umni:D O I :5 NOR'Tl-i UPPER BROADWAY SUITE I O I O 
OIL. OAS AND MINl:RAL LAW CORPUS C H R ISTI. TEXAS 764 77 

Mr. Michael 0 . Jones 
Kilburn, Jones, Gill & Campbell, L.L.P. 
6363 Woodway, uite l l 00 
Houston, Texas 77057 

RE: Garza Energy Trust 

July 14, 2004 

BY F D RA 

l 76.0 Acres of land, W.D. Parchman urvey 883, A-926 
Hidalgo County, Texas 

Dear Michael: 

l ' 

PRE 

In response to your Jetter of June l 8, 2004, enclosed 1s an updated fonn ofOtl and Gas Lease 
covering the above referenced lands. As we discussed, my client will accept this lease from Garza 
Energy Trust provided GET sign and return to LMP a Jetter addressed to Western Geophysical in 
the fonn attached to your June 18, 2004 letter, consenting to the sale of seismic data as therein 
provided. 

Once GET has signed the lease and the letter addressed to Western Geophysical, please return 
both executed originals to my office, and we will file the oil and gas lease for record in Hidalgo 
County, Texas, and forward it to the General Land Office. 

Thank you for your assistance in this matter. 

xc: Mr. Jim Gresham 
LMP Petroleum, Inc. 

Very truly yours, 

W. ELLIS, P.C. 

~1/' '1_ I . I (d,. 
W. Ell{(t/, 

. ... . • . . ... . . .. . • • • • . • . • • • . . • .. • . . . 
. . 
• . . . ... 
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Mr. Michael D. Jones 
July 14, 2004 
Page 2 

Mr. Drew Reid 
General Land Office 

• • • • ••• • • • • • • • • 
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From: LMP Exploration Holdings, LP 

To: Texas General Land Off ice 

Vendor Code 
TEX007 

Check Date 
09/30/04 

Reference Date Description 

1389 09/ 27 /0 4 TEX092704 
Lease bonus payment 

. Garza Energy Trust 1994 Lease 
,. Jef fress Prospect, Hidalgo Co, 

TX 

. 

(( t{i,, : I m«J Rod . . . 
• . . . ... . . ... . . . . . . . . . . • • . • 

Check Amount 
$26,400.00 

\ , 

1' 
)$0 Os ~Oo .... 

. ... . . . . . • . . . . . . •• . . 

Check Number 

300003 

Amoun t 

20.,400.00 

-< 

121 
) 

' 

--- -- - - -------------------------------------



From: LMP Exploration Hold ings, LP 

To: Texas General Land Office 

Vendor Code 

TEX007 
Check Date 

09/30/04 

Check Amount 
$125 .00 

Check Number 
300002 

~~~~::-----.--.-~~~~--.~~~~~~~~~~~~~~~~~~~~~~~~-,-~~~~~~~~--, 

Reference Date 

1388 09/ 27/04 

Description 

TEX092704 
Filing & processing fees 
Garza Energy Trust 1 994 Lease 
Jeffress Prospect, Hidalgo Co, 
TX 

• ... 
• . . . 

. 
• . . . . • . . . 
• 

Amount 

1 25.00 

I >:;_ ) 

, 
. 4 .. 
• • • • ... . . . 
• • . . • • . . . . . • • 
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LMP 
PETROLEUM, INC. 

Texas General Land Office 
1700 N Congress Ave, u1te 600 
Austm, TX 7870 1- 1495 

Attn Drew Reid 

October I , 20~ 

I edL, NO 7921-0343-8350 

RL late of Texas 011 & Ga, Lease· Garza Energ) l ru l of 1994 
176 0 Acre , urvey No 883 • 726 & A-926 
JefTre s Pro pect, I Ilda Igo and Starr Counties, IX 

Gentlemen 

Wells Fargo Tower, Suite 1770 
615 North Upper Broadway 
Corpus Chnstl, Texas 78477 
Phone (361) 883-0923 
Fax (361) 883-7102 

Attached herewith 1s a cen1Cicd copy of Oil and Gas Lease dated April I, 2004, between the tate of le as. act mg by and 
through its agent, Juan Lmo Garza and Guadalupe Garza, Jr , os fru tees of the Garza Cnerg} Trmt of 199-1, as Lessor and 
LMP Petroleum, Inc., as Le cc, covering an und1v1dcd mineral mtere t in 176.00 acres of land m I J1dalgo and torr 
Counties, Texas. Also, enclosed 1s LM P E:xplorauon lloldmgs, LP check No 300003 m the amount of $26,400 payable to 
the Stale of Texas for the lease bonus and LMP' check No 300002 for SI 2'i for the tale 's Cilmg and processmg fees 

Please acl..nowledge receipt and acceptance of the attached checks in the space provided below and r efllm Ont! ( /) copy of 
thi'i letter to the 1111der ig11ed i11 the enc/Med e111•elope. 

If you have an) que lion , please do not he 1tate to call me at 361-883-0923. 

' mcerely, 

LMP PE.TROLEUM, INC 

hlr./ /JJ~ 
Michael · Pedrolli 
Pre 1dent 

RLCEIVED AND ACCLPTE.D this __ day of ________ , 20~ 

Dn:w Reid for the late of re,as 

. . . . . .. 
• • • • • • • ••• • . . .. • . • • • • • • . . . . • • • • • . . • .. 
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G11n(til und Otllce 
• RtflncN'•hment Act Le.ue Form 1381542 • Revl .. d,'leplember 11>97 

>tlustin, -crcexas 
OIL A ND GAS LEASE 

THIS AGREEMENT Is made and entered Into this 1n_ day of ...!Aprj:;ll<l.!'lL----- .20..Qi_ 
• between the Stato of Texas, acting by and through Its agent, Juan Lino Garrn and Guadalupe Garu. Jr I as 

Trustees (hereinafter "Trustees") or the Garµ, Energy Trust of 1994 or 201 Oonel0500 Avenue. San Antonio. Texas 78201, sold 

agent heroin roforred to as the ownor of the toll (whether one or moro), end LMP Petroleum. Inc, or 615 North Upp0r Broadway, 

Suite 1500. Corpus CMsli, Texas 764n-0183 . hereinafter called Lessee. 

1. GRANTING CLAUSE. For and In consideration of the amounts slated below and of the covenants and agreemeots 1o be 
paid , kept and performed by Lessee undor this lease, the Stole of Tex.as acting by and through tho owner of the sod, hereby glcll\ts, 
leases and lets unto Lessee, for the sole and only purpose or prospecting and dnUing for and producing oil and gas, laying PtP8 lines, 
build Ing tanks, storing oil and bulldlng power atatlons, tolephone lines and other structures thereon, to produce, save, take care of, treat 
and transport said products of the leaae, tho follow1ng lands situated In Hlldplgo County, State of Texas, t.o-wlt: 

176 acres of land out of a 532.74 acre tract known as Survey No. 883, Cert. No. 

997, A-726, Hidalgo County, Texas; A-926, tarr County, Texas, W .D. Parchman 

Original Grantee , described as follows: 

THENCE, with the fence and East line of Survey No. 885, North 9° 29' East 

1128.2 varas to a post in the South line of the Los Maguelles Grant, the Northeast 

corner of Survey No. 885, for the Northwest corner hereof; 

THENCE, with the South line of the Los Maguelles Grant, South 81 ° 34' East at 

1158.3 varas pass 9.4 varas North of a Mesquite MKD 1879 (very o ld marks), at 

2145.9 varas pass a Mesquite MKD X (ver old marks), at 2608.6 varas set pipe in 

fence for the Northwest com er of Survey No. 488 and the Northeast corner hereof; 

THENCE with fence and West line of Survey No. 488, South 9° 00' West 1162.3 

varas to corner of fence, a comer of Survey No. 488 and the South east comer 

hereof; 

...:.l.----· 

. . • . . . . . • . ••• • ... . . . • . . . . . • . 
• • • • • • 

• ... . . . . 
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THENCE with fence and line of Survey No. 488, North 81 ° 21' West 1202.8 varas 

to a corner of fence, a corner of Survey No. 488 and the Northeast comer of 
Porcion No. 44; 

THENCE with fence and North lineofPorcion No. 44, North80°22' West 1415.2 

varas to the PLACE OF BEGINNING containing 532.74 acres of land more or 
less; 

BUT INS OF AR AND ONLY INS OF AR as said tract covers the most easterly 176 

acres ofland, more or less. The North, East and South boWldary of said 176 tract 

being the North, East and South boundary of said 532.74 acre tract, with the West 

boundary of said 176 acre being parallel and a sufficient distance West of the East 
boundary as to exactly enclose 176 acres of land, more or less. 

The 176 acres described above is the same 176 acre tract described in Release of 

Oil and Gas Lease dated effective October 1, 1998, recorded in the Hidalgo 

County, Texas records at File No. 751455. 

contolnlng J.1§_ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Twenly:§lx Thousand Four Hundred 

Dollars ($26,400.00 l 

To the State of Texas: Twonty-§IX Thousand Four Hundred 

Dollani ($26.400.00 l 

Total bonu., consideration: Fifty-two Thousand and Etght Hundred 

Dollars ($52.600.00 l 

The total bonus consideration paid represents a bonus of Toreo hundred Dollars (S 300.QO l per aaa, on .1l§_ net aQ"OS 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a tenn of two (21 years from this date (hete,n 
called "p(imary term") and as long thereafter as oil and gas, or either of them, is produoed In paying quantities from said land. As usod 
In this lease, the term "produced In paying quantities" means that the receipts from the sale or other authonz.ed commercial use of the 
substanoe(sl covered exceed out of pocket operatlonal expenses for the six months last past 

3. OELA Y RENT A.LS. If no woll ls commenced on the leased premises on °' before one (1) yoar from this date, this lease 
shell terminate, unless on 0< before such anniversary date Laueo ahaJI pay or lander to the owner of tho ,oil ()( to his Cl"edlt In tho 
Texas State Bank Bank, at P. O. Box 4794, McAllen. Texas 78502, or Its successors (which shall conbnue as the depository 
regardless of changes In the ownership of said land), the amount spedffod below; In addition, Lossoo shall pay or tender to the 
COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a liko sum on°' before aald 
date. Payments under this paragraph shall operate as a rental and shall cover the pr1Vilege or defemng the commencement of a well 
for one (1l year from said date. Payments under this paragraph Shall be In the followfng amounts: 

. . 
• . . . .. 

To the ownor of the solt: _T.wwen=~!Y.;;!,·IWO:::x..hwutl.lnd:i1.:red~------------------­
Dollan1 ($2.200.00 l 

• • • . . ... . 
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To the State of Texas: _Tw~en=tvi.:·!!:two~hU:!u:i.:.nd~re.:::d~-------------------­

Dollars (S2.200.00 l 

Totil Delay Rental: _.F...,ortv=;;;:.·fou:.c!l.r.J.Jh::.,;u>J:nd.:1red=----------------------­

Do113rs ($4.400,00 

In a like manner and uPon like payments or tenders annually, tho commencement of a woll may be further deferred for successive 
periods of one (1 l ye.ir each dunno the pt1mary term. All payments or tenders of rental to tho owner of the soil may be made by chock 
or sight draft of Lessee, or any assignee of this lease, and may be delivered on or before the rental pay,ng date. If the bank designated 
in thi3 paragraph (or Its successor bank) should cease to exist. suspend busln8", IIQuldata, fall or be succeeded by another bank, or 
tor any reason fail or re ruse to accept rental, Lessee shall not be held In default for failure to make such payments or tenders of rental 
unUI thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable Instrument naming another bank as agent 
to receive such poymonts or tondors. 

4. PRODUCTION ROYAL TIES. Upon production ol oll and/or gas, Lessee agrees to pay or cause to be paid ono-half (1/2) 
of the royalty provided for In this lease to tho Commissioner of tho Gonoral Land Offtoe of the State of Texas. at Austin, Texas. and on&­
half (112) or such royalty to tho owner or tho soil: 

(A) OIL. Royalty payable on oll, which Is deflned as lnduding all hydrocarbons produced In a liquid form et tho mouth of the 
well and also os all oondensaln, dlatillate, and other liquid hydrocorbons rooovored from oll or g11 run through a sepo111tor or other 
equipment, as horelnafter provided, shall be ~rt of the grou production or the market value thereof, at the opllon of the owner 
of the soil or the Commissioner of tho General Land Office, such value to be determined by 1 l tho highest postod price, plus premium, 
If any, offered or paid for oU, condensate, disUllata, or other llquld hydrocarbons, rospectiVely, of a like type and gravity In the oonoral 
area where produced and when run. or 2) the highest market price thereof offered or paid In the general ares where produced and when 
run, or 3) the gross proceeds of tho sale thereof, whichever Is the greater. Lessee agrees that before any gas produced from the leased 
premises Is sold, usod orprooessed In a plant, It wtll be run free otoost to the royalty owners through an adequate oil and gas separator 
or conventlonel type, or other equipment at least as efficient. ao that all liquid hydrocarbons roooverable rrom the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, In writing, by the royalty 
owne.rs upon such torms and oondlllons as they presaibe. 

(B) NON PROCESSED GAS. Royalty on any gas (Including flared gas), which Is defined as all hydrocarbons and gasoous 
substances not donned as oil In subparagraph (Al above, producod from any well on said land (8)(oept as provided hGroln with respect 
to gas processed In a plant for the extractlon of gasoline. liquid hydrocarbons or other product/Jl shall be ~ part of the gross 
productlon or the market value thereor. at tho opUon of the owner of lhe soil or the commissioner or the General Land Office, such value 
to be basod on tho highest market price paid or offered for gas of comparable quality In the general area where produced and when 
run, or tho gross prloe paid or offered to tho producer, whichever ts the greater, provided that the maximum pressure baso In measuring 
the gas under this loaso shall not at any time exceed 14.65 Pounds per square Inch absolute, and the standard base temperature a hall 
be sixty (60) dogrooe Fahrenheit, oorractlon to be made for pressure aocordlng to Boyle's Law, and for specific gravity according to Lost, 
made by the Balanoe Mothod or by the most approved method of testing being used by tho Industry at tho Ume of testing. 

(Cl PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of QSSOllne or other 
liquid hydrocarbons shall be ~rt or the residue gas and tho liquid hydrocarbons extracted or the market value thereof, at tho option 
of the owner of the soil or the Commissioner of the General Land Office. All royalUes due heroin shall be based on one hundred peroent 
(100%) of tho total plant producUon ot residue gas oUrlbutable to gas produced from this lease, and on fifty percent (50%) , or that 
percent accruing to Lessee, whichever Is the greator, of the totol plant production of liquid hydrocarbons attributable to the gas produced 
from this lease; provided that If liquid hydrocarbons are reoovered from gas processed In a plant In which Lessee (or Ila parent, 
aubsldlary or affiliate) owns an lnlerast, then the percentage applicable to liquid hydrocarbon• shall be fifty percent (50%) or the highest 
percent oocrulng to a third party processing gas through euch plant under a processing ~reement negotiated at arm's longth (or If there 
Is no such third party, the highest percent then being specified In procosslng agreements or contracts In the Industry). whlchovor Is tho 
greatsr. Tho respectiVe royalties on residue gas and on liquid hydrocarbons shall be detomllnod by 1) the highest market pt1oe paid 
or offered for any gas (or liquid hydrocarbons) of oornparable Quality In the general area, or 2l the groes price paid or offered for such 
residue gas (or the welghtod average gross selling pnoa for the rospectlvo grades of liquid hydrocarbons), whichever Is the greater. In 
no event, however, shall the royaltfes payable under this paragraph be leas than the royalties which would have been duo had the gas 
not been processed. 

(Dl OTHER PRODUCTS. Royalty on carbon black, sulphur or any other product. produced or manufactured from gas 
(excepting liquid hydrocarbons) whether said gas bo "caslnghead; "dry," or any other gas, by fractionating, burning or any other 
processing shall be 1l1.!!l part of tho gross productlon or such products. or the market valuo thereof, at tho option of the owner of the 
soil or the Commissioner of the General Land Office. such market value to be determined a, follows: 1l on the basis of the highest 
market prtce of each product for the same month In which such product Is produced, or 2) on the basis ot tho average Oros3 aale price 
of each product for the same month In which such products are produced: whichever la the greater. 

5. MINIMUM ROYAL TY. During any year after the expiration of the primory tonn of this lease, If this lease la malnt.elned by 
production, the royalties paid under this lease In no event shall be les, than an amount eQual to tho total annual delay rental herein 

. ... . . . . • 
• . . . . . 
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provided; otherwise, there shall be due and payable on or before the last day or the month succeed'ing the anniv8f8arydate or this lease 
a sum equal to the total annual rental less th1 amount or royalties paid during the preoedlng year. If Paragraph 3 of this lease does not 
specify a detay rental amounL then to( the purposes of this paragraph, the delay rentol amount shall be one dollar ($1.00) per aae. 

6. ROYAL TY IN KIND. Notwithstanding any other provlslon In this lease, at any bme or from bme to bme, the owner of the 
soil or the Commissioner of lhe General Land omoe may, at the option of ollhcr, upon not le.ss than sixty (60) days notlce to the holder 
of the lease, require that the payment of any royalties aocruing to such royalty owner under Ulia lease be made In klnd. The owner of 
the soil's or the Commissioner of the General Land Office's right to take Its royalty In kind shall not cllmlnlsh or negate the owner of the 
sal's or tho Commissioner or the General Land Office's rights or Leasee's obllgatlona, whither express or implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees Ulat all royalties accruing under this lease (1nduding those pald In klnd)shall be w,thout 
deducllon for the oost of producing, gathertng, storing, separating, treatlng, dehydrating, compressing, proceulng, transporting, and 
otherwise making the oil, gas and other products hereunder ready for sale or use. Lessee agrees to oomputo and pay royalties on the 
gross value received, Including any reimbursements to( aeverance taxes and production related oosts. 

8. PLANT FUEL AND RECYCLED GAS. No royalty &hall bo payable on any gas as may reprosent thls lease's proportionate 
share of any fuel used to process gas produoad hereunder In any prooesslng planl Notwithstanding any other provision of this lease, 
and subject to the written consent of the owner of the soil and the Commissioner of the General Land Office, LeUee may recycle gas 
for gas lift purposes on the leased premises or for lniecbon 111to any oil or gas producing formation undertylng the leased premises after 
the liquid hydrocarbons contained In the gas have been removed; no royal bes shall be payable on the recycled gas unUI It Is produced 
and sold or usod by Lessee in a manner which enbtles the royalty owners to a royalty under this lease. 

9. ROYAL TY PAYMENTS ANO REPORTS. All royalties not taken In kind shall be paid to the Commissioner or the General 
Land Office at Austin, Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be es pl'OVlded In the rules sot forth In the Texas Register. Rule.s currenUy provide 
that royalty on on Is due and must be received In the General Land Offlce on or before the ~th day of the second month succeeding the 
month of production, and royalty on gas Is due and must be received In Iha General Land Office on orbofore Iha 15th day of theseoond 
month succeeding the month of production, acoompanied by the amdavtt or the owner, manager or other authonz.ed agenL completed 
In the foon and manner presaibed by the General Land Office and showing the gross amount and dlsposltion of all oil and gas produced 
end the market value of the oU and gas, together with a copy of all documents, reoord5 or reports confirming the gross production. 
dispoaitlon and m.lrkot wluo Including gas meter readings, pipeline receipts, gas line rooolpts ond other chocka or momoranda of 
DmOUnt produced and put Into pipefinos, tankl, or pool1 and gas nnes or gas storage, and any other reports or records which the 
General Land Office may require to verify tho gross production, disposition and market value. In all case, Iha authority of a manager 
or agent to act to( the Lossoo heroin must be filed In Iha General Land OfflOB. Each royalty paymont shall be aooompanled by a check 
stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty 
being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after Ule royalty paymonl was due, then Lessee owes 
a penalty of 5% on the royalty or $25.00, whichever ls 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 la greator. In addibon to a penalty, royalbes shall aocrue Interest at a rate of 12% per year; 
such Interest will begin to accruo when the royalty ls sixty (60) days overdue. Affidavits and supporting documents which are not fi led 
when due shall lno.ir o pooally In an amount sot by the General Land Office administrative I\Jle which Is effectlve on the date when the 
affida111t.s or supporting documents wore due. The Lessee shall bear all responsibility for paying or causing royaltles to be paid as 
prescribed by the due date provided hereln. Payment of Uie dollnquency penalty shall In no way operate to prohibit the Stale'• right of 
forfeiture as provided by law nor act to postpono tho date on which royaltiet were Oliglnally due. The above penalty provisions shall not 
apply In cases of bUe dispute as to the State's portion of the royalty or to that portion or tho royalty In dispute as to falr market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General 
Land Office with Its bost pos.,iblo es~mate of oil and gas reserves undorfying this lease or alloe3ble lo this lease and shall rumlsh said 
Commissioner wiUl copies or all contracts under which gas Is sold or processed and all subsequent agreoments and amendments to 
such contracts within thirty (30) days ofter entering Into or making such contracts, agreements or amendments. Such contracts and 
agreements when reoelved by the General Land Office shall be held In confidonoo by the General Land Office unless olherwise 
authorized by Lessee. All other contracts and records pertaining to the producllon, transportation, sale and markobng or the oil and gas 
produced on said promfsoa, Including the books and aooounts, receipts and discharge.a of all wells. tankl, pools, meters. and pipelines 
shall at a.II times be subject to inspection and examination by the Commlsslonor of the General Land Office, the Attorney General, the 
Governor. or the representallve or any of them. 

(B) PERMITS, DRJLLING RECORDS. Written noUoe of all operation., on this lelMI shall be submitted to the Commissioner 
of the General Land Office by Lessee or openator five (5) days before apud date, workOVGf, re-entry, temporary abandonment or plug 
and abandonment of any well or wells. Such writtan notice to the General La.nd Offioe shall Include copies of RaJlroad Commission fo(ms 

for application to dnll Coples of well tests. oomplotlon reports and plugging reports shall ba supplied to the General Land Offloe 111 the 
Ume they are lited with the Texas Raflroad Commlsslon. All appllc.itions. permits, r ports or oth8( filings that reference this lease or any 
specific well on the leased premises and that are submitted to the Texas Rallroad Comml5$lon or any other oovemmental agency shall 
lnciude tho word ·state· in the tJUe. AddlUonalty, In accordance w,111 Rallroad Comrnsslon rules, any slgnage on the leased premises 
for the purpose of Identifying wells, tank batteries or other 8"0Clated Improvements to the land must also Include the word -State: 
Lessee shall supply Ule General Land Office with any reCOlds, memoranda, aocounts, reports, o.ittlngs and cores, or other Information 
relative to Uie operation of the above-desalbod promises, which may be requested by the General Land Office, In addibon to those 
herein expressty provided lo(. Lessee shall have an electr1cal and/or radioac:tMty survey made on lh1 txn-hole section, from the base 
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of the surface casing to tho total depth of well, of all well, drilled on the above described premises and shall transmit a true copy of the 
log of each survey on oach well to the General Land Office within fifteen (15) day, aft.er the making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever repo,13, documents or olho< materfals are not filod In tho General 
Land Office when due. The penalty for late ftllng shall bo set by tho General Land Offloe administrative rule which ls effedJve on the 
dale whon the materials were duo In tho Gonoral Land Office. 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary lsrm hereof and prior to 
discovery and production or 0tl or gas on 11ald land. lellsN should drill a dry holo or holos theroon, or If during tho primary term hereof 
and after lhe dlsoovery and acwal production of oll or gu from the leased premises such production thereof should ooase from any 
cause, this lease shall not terminate Ir on or before the expiration of sixty (60) days rrom date of completion of sald dry hole or cessation 
of production Lessee commences addillonal drllllng or reworldng operations thereon, or pays or tenders the ne.x1 annual delay rental 
In lhe same manner as provided In this lease. Ir, during the last year of the primary term or within sixty (60) days prior thereto, a dry hole 
be completed and abilndonod, or tho production of oil or gas should cease for any causo, Lessee's rights shall remain In full foroe and 
effect without further operations until the expiration of the primary term; and if Lessee has not rosumed production In paying quanblles 
at the expiration of the primary term, Lessee may malnt:aln this lease by conducting additional drilling or reworking operations l)UJ'8Uant 
to Paragraph 13, using lho expiration of the primary term as the date or cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above de.scribed land be completed as a shut-In oll 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 paylng data following 
the expiration of sixty (60) days from the date of compleUon of such shut-In oil or gas well and upon the failure to make such payment. 
this lease shall Ipso facto tennlnate. It at tho explrallon of the primary term or any time thereatter a shut-In oil Of gas well Is located on 
the leased premises, paymonts may be made In accord3noe with 1he shut-In provl11ons hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary torrn, neilhet 
oll nor gas Is being produoed on H id land, but Lusee ls thon engaged In driUlng or rewonong operaUons lhoroon, this loase shall remain 
In force so long as operations on said well or ror drilling or reworking of any addltlonal wells are prosecuted In good faith and In 
workmanlike mannor without Interruptions totaling more than sixty (60) days during any one such operation, and If they result In the 
production of oU and/or gas, so long thereafter as oil and/or gas Is produced In paying quantities from said land, or payment of shut-In 
oll or gas weU royalll83 or compensatory royalties 11 made as provided in thls lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of olt Of gas from 
the leased premises, after once obtalned, should cease from any cause, this lease shall not terminate If LOSSM oommenoes addiUonol 
drilling or reworking Operations within sixty (60) days after such cessation, and this lease shall remain In full ,~ and effact for so long 
as such operations oontinuo In good faith and in worl<manlike manner without Interruptions totaflng more than sixty (60) days If such 
dolling or rewon<lng operations result In the production of oil or gas, the lea.sa ahall remain In full force and effect for so long as oil or 
gaJS Is produced from the leased premises In paying quanUUes or payment of shut-In oil or gas welt royalties or payment of compensatory 
royalbes 11 made as provided heroin or as provided by law. If the drilling or reworking operations result In tho oornptetlon of a well as 
a dry hole, the lease will not terminate Ir the Lessee commences additional drtlllng or reworl<lng operations within sixty (60) days aftor 
tho oornpletlon of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or reworklng operations 
In good faith and fn a WOfi<manlike maMer without Int rruptlons total ng more than slXty (60) days. Lessee shall give wr1bcn notloe to 
the Genoral Land Offi~ within thirty (301 days of any c:asation of production. 

14. SHUT-IN ROYAL TIES. For purposes of thls paragraph, "Well" means any well that has been assigned a well number by 
the state agency haV1ng Junsdlctlon overthe production ot oil and gas. If, at any bme aftar the oxptration of the primary term of a lease 
that. ontil being shut In, was being maintained in foroe and effect, a welt capable of producing Oil or gas In paying quantJUo.s II located 
on the leased premises, but oll or gas Is not bolng produoed for lad( of sultable produdJon faclli!le.s or lad( of a suitable m811<et, then 
Lessee may pay as a shut-In oil or gas royalty an amount equal to double the annuol rontal provided In the lease, but not less than 
S1 ,200 a year for each well capable of producing oll or gas In paying quanbbes. If Paragraph 3 o( this leasa does not specify a delay 
rental amount, then for the purposes or thls paragraph, the delay rental amount shall be one dollar ($1 .00) per aae. To be effective, 
each initial ahut-ln oll or gas royalty must be paid on or before: (1) the expiration or tho primary term, (2) 60 days aft.er the Lessee ceases 
to produce oil or gas from the leased premises, or (3) 60 days after L8$S86 completat a drilling or rewooong operation in aooord.ance 
with the lease proll\Sloos; whlchevordate Is latesl Such payment shall be made one-half (112) to the Commissioner or the General Land 
Office and one-half (112) to the ownet o( the soil. If the shut-In oll or gas royalty Is paid, the lcue shall be oonsldered 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 pnmary term, or rrom the first day 
of the month following the month In which production ooased, and, aflef' that. if no suitable producUon fadllties or suitable market for 
the oil or gas exists, Lesaoe may extend the tease for lour more auccesslve periods of one (1) yoar by paying the same amount each 
year on or before the expiration of each 1hut-ln yur. 

15. COMPENSATORY ROYALTIES. If, during the period the lease 11 kepi In effect by payment of the shu1-ln oil or gas 
royalty, on or gas Is sold and delivered in pay,ng quantities from a well locatad withln one thousand (1 ,000) feet of the leased pr&ITll$68 
and completed in the same producing reservoir, orln any case lnwhlch drainage ls occun1ng, the right to continue to maintain the lease 
by paying the shut-In odor gas royalty shall cease, but tho lease shall remain effecbve for tho remainder of the year for which the royalty 
has been pald. The Lessee may maintain the lease for four more successive years by Lessee pay,ng compensalOry royalty at the royalty 
rate provided In the loose of the market value of production from the well causing the drainage or which Is completed In the aame 
producing reservoir and Within one thousand (1 ,000) feet of the leased premises. The compensalOry royalty Is to be paid monthly, one­
half (1/2) to the Commissioner ot the General Land Office 1nd on.half (112) to the owner or the soil, beginning on or before the last 
day of the month follow1ng tho month 1n which the oll or gas ts produced from the well causing Iha dralnage or that 11 completed in the 
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same producing reservoir and locatod within one thous.and (1 ,000) foot of the leased promises. If tho oompensatoly royalty paid In any 
12-month period la an amount leu than the annual shut-in oil orgu royalty, Leaee shall pay an amount equal to the dlfforenoe within 
thirty (30) days from the and of tho 12-month period. Compensatoly royalty payments which are nol timely pald win accrue penalty and 
Interest In aooordanco with Paragraph 9 of this lease. Nono of these provisions wlll rcllove Lessco of tho obhgabon of reasonable 
development nor the obligation to dnll offset wells~ provided In Texas Natural Resouroea Code 52. 173, however, at the dotcrmlnation 
of the Commissioner, and with tho Commlsslonol's wriueo approval, the paymont of compensa!Qf)' royalties can satisfy the obllgaLon 
to dnU offset wells. 

16. RETAJNED ACREAGE. Notwithstanding any provlalon of lhla lease lo the oontrary, at!er a weU producing orcapa~ of 
producing otl or Ocl# hos been oomptetod on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operatcr 
In drilhng such add,tion I well or wulla as may be reasonably necusary for lhe proper dovelopment of the leased premises and In 
markobng the production thereon 

(A) VERTICAL In the event this lease is in force and effect r.,,,o (2) years after the expiration data of the pnma,y or extended 
term It shall then terminate as to all of the leased premises, EXCEPT (1) 4-0 aaea surrounding each oil well capable ot producing In 
paying quanUUes and 320 acres surrounding oach o well capable of produdng in pay,ng quantitles (indudlng a shut-In ool or gas well 
llS provided In Paragraph 14 hereof), or a well upon which Leuee is then engaged In continuous dnll ng or reworking operations, or (2) 
the number of acres Included In a proctudng pooled unit pursuant lo Tex.as Natural Resourt:es Code 52.151-~2.154, or (3) auch greater 
or le$$« number of acre. as may then be allocated for proctuctJon purposes to a prorabon unit for each such producing wen under the 
rules and regulations of tho R llrood Convnlsslon °' Texas, or any sueoossor agency, °' other governmental authority having 
Junsdlction. If at any time aflor tha effective date of the parUal tennlnatlon provisions hereof. the appllcablo field rules are changed or 
the well or wells located thereon are redasstlled so that less 1aeage 1.1 lherea!terallocated to said well or wells for production purposes 
this lease shall thereupon terminate as to an acreage not tnereatter allocatod to said well or wells kif proctU<;tlon ~ 
Notw1thstand1no tho termlnabon or this lease as co a p()fton °' tho lane» oovered hereby, Lonee wn nevertheless continue to have 
the right or lngr6S$ to and egress from the lands sb11 subJect to this lease for all purpose9 deacrfbed in Paragraph 1 hereof, together 
with e8llements and rights-of-way for existing roads, axlallng l)lpolinos and other existing faa~tlu on, aver and ecross all tho lands 
described ln Paragraph 1 hereof ("the retained lands 1, for aooos, to and from the retained landa and for tho gathering or transportation 
of otl, gas and other mlnorala produced from tho retained lands 

(B) HORIZONTAL. In the event this lease is 1n force and effect two (2) years after the exp.rat.on dale of the pomary or 
axtended tarm It shall further terminate as to all depths below 100 feet below Iha total depth dnlled (here1naf1M "deoper dep!N1 in each 
well located on ecra.iga reta.inod In Porograph 16 (A) abovo, unleaa on or before two (2) years after the primary or extended torm Lessee 
pays an amount equal to one-nalf (1/2) of the bonus originally paid u conslderatlon tor this loase (as spodfiod on page 1 horool) If 
suoh amount ls paid, this lea.so shall be In force and effect u to auch deeper deplha, and said term.nation shall be delayed for an 
eddiUonal period of two (2) yoere and so long thereaflor as ool or gas 11 produ<:od 1n paying quan11 es from such deepo,-deplha oover9d 
by this lease. 

(C) IDENTIFICATION AND FILING. The surfaceaaeage retained hereunder as 1D each well shall, as nearty as practical, 
be In the form of a square with tho well located In the cent.er thereof, or 1ueh othef shape es may be approved by the Commssloner 
ot the Genoral Land Office. Within thirty (30) days after partial tennlnatJon of this lease as provided herein, Lessee shaft execute and 
reoord e release or releases containing a satisfactory logal description of tho acreage and/or depths not rstalned hereunder. The 
recorded roloase, or a oerbfied oopy of same, shall be filed 1n the Goooral Land Office, accompanied by tho tiling foe presetft>-i by tho 
General Land Office rules In effect on tho date the roJB1Ue ls med. If LOSIOO falls or ,..fusea to ox cutG and record such release or 
releases within ninety (00) daya aflor being roquestad lo do so by tho General Land Office, thon the Commissioner al his sole d11cretlon 
may deslgnato by written Instrument the acreage and/or depths t.o be released hereunder and record such Instrument al Lessee's 
expense in the county or counties where the lease ls localed and In tho offldal records of Ula General Land omce and such doslgnaUon 
shall be binding upon Lsssee for all purposes 

17. OFFSET WELLS. Neither tho bonus. delay rentals. nor royaltles paid, 0< lo bo paid, under this lease shall relieve Loss 
of his obllgatlon to protect the oll and gas under tho abovo-descnbed land from bolng drained. Loaoo, 1ubloasaa, reoeivor or olher 
agent In control of tho loo.sod preml&OS shall drill as many wells as tho facts may justify and shall use appropriate m881\8 and driU to 
a depth neoenary to pntvent undue dralnage of 0tl and gas from lho loased premises In addition, If od end/or gu ahouk:I be produced 
In commercial quonliliH within 1,000 feet of tho leased premlsoa, or In any case whoro tho leased promises Is belng drained by 
produdlon of oil or gas, tho Lusoe, sublossee, reco1VOI' or other agent In control of the leasod pramlsel shall In good falth begin tho 
dnlltng of a well or walls upon tho 1631od premises within 100 daya aftar the draining wall or welts or tho well or wells completed wllhtn 
1.000 feet of the leased premises start proctuano In oommerdal quanUUes and shall prosea.rta such dnfl.ing with dfiigeooe. Failure to 
aaUsty the statutory offset obllgallon may subject thla leaso and tho owner of the &Oll'a agency rights to forfeiture. Only upon the 
detennln Uon of tho ComlT\IUlone( of the General Land Office and with his written approval may the paymont of compensatoly royalty 
under appllcable statutory parameters satlsfy tho obligation to drill an offset well or wells reqwed under th.a paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. Luse els proven led from complylng with any ex.press or Implied covenant 
of this lease, from conducting drilllng operations on tho loasod prom,se11, or from proctuong oil or gas from the leased premises by 
reason of war, rebellion, nots, ,trtkes, acts ot God, oranyvalld ordor, nN or regulation otgovemmontauthor1ty, then resol)lllvenlcd, 
Lassae's obllgallon to comply with such covenant stwl be suspended and Lessee shell not be liable tor damages for failure to oomply 
With such covenants: addlt!onally, this lease shall be ext.ended while Lossoo Is prevented, by any such cau&e, from conducUng dnl ing 
and rowor1dng opera bona 0< from producing 011 or gas from tho leased premises. However, nothing ln U11s paragraph shall suspend tho 
payment of delay rentals In o,tjor to mamta n this lease In effect dl#ing the pnma,y tom, In the obeence of such drilllng or reworl<ang 
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operations or production of oil Of gas. 

19. WARRANTY CLAUSE. The owner of the soU warrants and agrees to defend UUe to the leased premfses If tho owner 
of the soil defaults In payments owed on the leased premises, then Lusee may redeem the nghts of the owner of the to1I In the leased 
pre~ by paying any mortgage, taxes or other liens on tho leuecl promises. If Lessee makes payments on behalf of tho owner of 
the soil under thl9 paragraph, Lessee may recover the c:oet of th8H payments from the ren181 and roye1Uos due the owner of the soil. 

20. (A) PROPORTJONA TE REDUCTION CLAUSE. If tho owner of the soil owns less than the entire undivided surface estate 
in the above described land, whether or not Lossee's lnterest lsspedtled herein, then the royalt.es and rental hereln provided tobe paid 
to the owner of the soil shall be paid to him In the proportion whlcl1 his Interest beara to the enUre undivided surfaca estata and the 
royalties and rental herein provided to be pald to the Commlsslonor of the General Land Offloe of the State of Texas shaQ be likewise 
proportlonatoly reduced. Howeve<, before l.es9ee adjusts the royalty Of rental due to the Commlsslonor of the General Land Offloe, 
Lessee or his authonzed representative must submit to the Commlsslone< of the General Lnnd Offlca a written statement which explains 
the discrepancy between the interest purportodly leased under thl8 lease and the actual lnl&1'8St owned by the owner of the IOII. The 
Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided interest not covered 
by a lease, less the proportionate development and production cost allocable to such undivided Interest Ha.Yeve<, ln no event shall the 
Commissioner of the General Land Office receive as a royalty on the gross productlon allocabl to the undivided Interest not leased 
an amount less than the value of one-sixteenth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the pnmaryterm, a portion of the land covered by this lease Is lnduded within 
the boundaries of a pooled unit that has been approved by the School Land Boord and the ownor of tho soil in accordance with Natural 
Resources Code Sections 52.151-52.1 54, or If, at any Ume after the expiration of the prlmory temi or the extended tom,, this loase 
covers a lessor number of acres than the total amount desaibed horoln, payments that are mado on a per acre basis hereunder shall 
be reduced aooord1ng to the number of acres pooled, released, surrendered, or otherwise severed, so that payments dolormlned on 
a per acre basis under tho terms of this Jeue during the pnmary tern, shall be calculated based upon the number of acres outsl<le the 
boundaries of a pooled unit. or, if after the explraUon of the primary tenn, the number of acres actually retained and covered by lhls 
lease. 

21 . USE OF WATER. Lesaee shall have the right to use wat.or produced on said land nooessary for operations under this 
lease except wale< from wells or tanks of the owner of the soil; provided, however, Lessee shall not UH pot.able waler Of water aultable 
for livestock or Irrigation purposes for waterflood operations without the prior consent of the owner or the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the own« of the soil for damages caused by Its operations to all personal 
property, Improvements. livestock end crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury ,ts ptpelines below plow depth. 

24. WELL LOCATION LlMrT. No well shall be drillod nearer than two hundred (200) feel to any house Of barn now on said 
premises without the written consent of the owner of the &Oil. 

2.5. POLLUTION. In developing this area, Lessee shall use the highest degree ol caro end all proper safeguards to l)(evenl 
pollu Hon. Without llmltlng the fofegojng, pollution of coastal wetlands, nawral waterways, rivers and Impounded water shall be preventod 
by the use of containment facUIUes sufficient to prevent spillage, seepage or ground water contimlna~on. In the event of pollullon, 
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 proportlos. Lessee shall build and maintain fenoes 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 wall or wells, Lessee 
shall fill and level all slush pits and cellars end completely dean up the dnlllng site of all rubbish lhenlon. Lessee shall, while oonductmg 
oporatlons on the leased premises, keep sold preml968 free of all rubbish, eaM, botUu, paper cu~ or gorbago, and upon oomplollon 
of operaUons shall restore tho surfaco or the land to as near Its original condition and contours as Is practlcable. Tanks and equipment 
will bo kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to hmttabons In this paragraph, Lessee shall have the right to remove machinery 
and llxturoe plaood by Lessee on the leosed premises, Including the right to draw and remove casing, within one hundred twenty (120) 
days after the expiration or tho tormlnatlon of thls lease unless tho ownor of the soil grants Leuea an extension of this 120-day period. 
However, Lassoe may not remove casing from any well capable of producing oil and gas In paying quantities. Additionally, loS&08 may 
not draw and remove casing unUI after thirty (30) days wntten noUoe lo the Commissioner of the Gel\Ol'II Lalld Office and to the owner 
of the soil. Tho owner of the soil shall become tho owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions oonta ned in thls paragraph and Paragraph 29 of this lease, the rights and 
estates of elther party to this lease may be~. In whole or In part, and the provisions of this lease shall extend to and be blnomg 
upon their helra, dovtseos, legal representitlvea, successors and assigns However, 1 change or division In ownership of the land, 
rentals, or royalUes will not enlarge the obligations of Lessee, diminish the rights, prfvilege.s and estates of Lessee, lmpalr the 
offoc:Uvenoss of any payment made by Lossoo or Impair the effectiveness of any ad performod by Lessee. And no change or dtvtSlon 
In own8'Shlp of tho land, rentals, or royaltlea shall blnd Louoo tor any purpose until thirty (30) days after the owne< of tho soil (Of his 
heirs, devlsees, legal rep(8Sentatlves or assigns) furnishes the L8UQ8 with aaUsfadory wnttan evldanca ol the ch~ In ownership, 
lnduding the original recorded muniments of blle (or a certified oopy of such onginal) when the ownel'5hlp changed because of a 
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oonvoyanoo. A total or partial assignment or this lease shaJI, to the extent or the Jnte(est assigned, relieve and dlschargo Lessee of all 
subsequent obligations under this lease. If Uiis lease Is assigned In Its entirety as to only part of the acnage, the right and opUon to pay 
rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them 
to pay his share of the rentaJ shall not affect Uils loose on the part of tho land upon which pro rats rentols are timely paid or tendered; 
howevor, If the asalgnor or assignee does not file a certified copy of such assignment In the General Land Office before the next rental 
paying date, the entire lease shall terminate for failure to pay the entire rental due under Paragraph 3. Every as.slgnoo shall succeed 
to all rights ond be subject to all obllgaUON, llabllltles, and penalUu owed to the Stata by the original lessee or any prior assignee of 
the lease, lncfudlng any liabilities to the Stata f0< unpaid royaJUea. 

(B) ASSIGNMENTLIMITATION. Notwithstanding any provision In Paragraph 27(a), lftheownerof thesoll aoqulres this l&ase 
In wtiole °' In part by assignment without the prior written approval of the Commissioner of tho General Land Office, this lease ls void 
as of the time of assignment and the agency power of the owner may be forfeited by the Commtssloner. Ari assignment wlll be treal&d 
as If It wore made to tho owner of the soil If the assignee Is: 

(1) a nominee of the owner of the soil; 
(2) a corporaUon or subsidiary In which the owner of the soil ls a prlncfpal stockholder or ls an employee of such a 

oorporaUon or subsidiary; 
(3) a partnership in which the owner of the soil Is a partner or Is an employee of such a partnership; 
(4) a principal stockholder or employee or the coq>oration which Is the owner of the soil; 
(5) a partner or employee In a partnorshlp which ts tho owner of tho soil; 
(6) a fiduciary for the owner of the soil; Including but not limited to a guardian, trustee, executor, administrator, receiver, 
or conservator for the owner of the aoll; or 
(7) a family momber of tho owner of the soil or relat.ad to the owner of the soil by mamaga, blood, or adopUon 

28. RELEASES. Under the condiUons contained In this paragraph and Paragraph 29, Lessee may at any time execute and 
deliver to the owner of the son and place or recxxd a release or releases covering any portion or portions or the leasod pronuos, and 
thereby surrender this lease as to such portion or portions, and be relieved of all subsequent obligabons as to acreage surrendered. 
If any part of this loase is p,operiy surrendered, the d&lay rental due under this lease shall be reduced by the proportlon that the 
surrendered ocraago boars to the aaoage which was covered by this lease Immediately prior to such surrender, however, such release 
will not relieve L~e of any liabilities which may have aCCI\Jod under this lease prior to the SYrrendM of such acroago. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of tills lease Is assigned or released, such assignment 
or release must be recorded in the oountywhere the land Is situated, and the reoorded Instrument. or a copy or tho rooorood Instrument 
certified by the County Clerk of the oounty In which the lns1rument Is recorded, must be filed In the General Land Office within 90 days 
of the last execution date accompanied by the presa1bed ming foe. If any such assignment ls not so tiled, the rights aoqulred under this 
lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pet1nlnlng to the lease of the abov&-desa1bed land have been lnduded In this 
Instrument, Including the statement of the true conslderabon to be paid for the execution of this lease and the rights and duties of tho 
parties. Arly collateral agreements concemlng the development of Oil and gas from the leased premises which are not contained In this 
laaso render this lease Invalid. 

31 . FIDUCIARY DUTY. The owner of the soil owes the Stale a fldudary duty and must fully disclose any facts affecting the 
State's lnlcro!t In the leased premises. When the Interests of the owner of the soil conmct with those of the State, the owner of the soil 
Is oblig:llod to put tho State's Interests before his personal lntorests. 

32. FORFEITURE. If Lessee shall fa~°' refuse to make the payment of any sum within thirty days after It becomes due, or 
1r Lossoo or an authorized agent should knowingly make any false return or faJse report concerning production or dnlhng, or If Leasee 
shall fall or refuse to dnll any offset well or well1 In good faith as required by Jaw and the rules 1nd regulations adopted by the 
Commlssione< or the General Land Office, or If Leuoo should fall to me reports In the manner required by law or fall to comply with rules 
and regulations promulgated by the General Land Office, the Sc:hOOl Land Board, or the Rallroad Commission, or if Lessee should 
refuse tho proper authority access to the records pertalnlng to operations, or if Lessee or an authortzed agent should knowtngly fall or 
rofuse to give oorrect lnformatlon to the proper authority, or knowingly tan or refuse to furnish the General Land Offioe a oorrect log of 
any woll, or If Lossoo shall knowingly violate any of the matorlal provlalons of this lease, or If this lease Is assigned and the ass,gnment 
Is not fi led in the General Land Office as required by law, the rights aoqulred under this lease shall be subject to forfeiture by the 
Commissioner, and ho shall forfeit same wh.n sufficiently Informed of the facts which authorize a forfeiture, and when forfeited the area 
shall again be subject to lease under the terms of the Relinquishment Ad. However, nothing heroin shall be construed as walv!ng the 
aLJtomalic tBrrnlnaUoo of this lease by operation of law or by reason of any special limitation arising hereundor. Forfeituro1 may be set 
aside and this lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory ovldonoa to the 
Commissioner or tho General Land Office of future compliance with the provisions of the law and of this lease and the rules and 
regulations th1t may be adopted relabve hereto. 

33. LIEN. In a(X)()fdance with Texas Natural Reaourcas Code 52.136, the State shall have a first Hen upon all oll and gas 
produoed from the area covered by this lease to secure payment of all unpaid royalty and other sums or money that may beoome duo 
undor this lease By acceptanoo or this lease, Lessee granll the State, In addition to the lien provided by Texas Natural Rosourcn Code 
52.136 and ;nyother applicable statutory lien. an express contractual lien on and secunty Interest In all leased minerals In 1nd ex1radod 
from the leased premises, all proceeds which may acaue to Lessee from the sale of such leased minerals, whetherauc:h proceeds are 
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held by Lessee or by a lhlrd party, and all llxtures on and Improvements to lhe leased premises used In connection with the productlon 
ex processing of such leased minerals In orde( to secure the payment of all royalties or olher amounts due ex to become due under lhls 
lea and to secure payment of any damages or loss that Lessor may suffor by reason of Lessoo's breach of any covenant or cond1Uon 
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 tho Tltle 1. Chap. 9 of the Texas Buslness and Commerce Code. Lessee agrees that the Commissioner may require 
Lessee to execute and reoord such Instruments as may be reasonably nooossary to acknow!odgo, attach or porfoct this lion. Lossoo 
heroby represents that lhero are no prior or superior llens arising from and reloUng to Lessee's activlbes upon the abov&-described 
property or from Lessoe's acqulsJUon of this lease. Should the Commissioner at any time determine that this representation Is not true, 
then the Commissioner may ded are this lease forfeited as provided herein. 

34. POOLING. Lessee Is hereby granted the right to pool ex unlUze the royalty Interest of tho owner or lho soll under this lease 
with any othor leasehold or mineral Interest for lhe exploration, development and productlon of oU ex gas or either of them upon the same 
terms es shall be approved by the School Land Board and the Connmlsslonor of the Gonoral Land Oftlce for tho pooling or unltlzlhg of 
tho Interest of the Stole under lhls lease pursuant to Texas Natural Rosouroes Code 52.151-52.154. The owner of the sou agrees that 
tho Inclusion of this provision In this lease sotlsfios the oxocuHon roqulromonts s tatod In Texas Natural Rosouroos Coda 52.152. 

35. INDEMNITY. Leuoe hereby releases and discharges the Slate of Texas and Iha owner of the soU, their officers, 
omployoos, partnors, agents, contractors, subcontractors, guests, Invitees, and their respectlve SUCCOSSOl'S and assigns, of and f rom 
all and any actions and causes of acUon ot every nature, or other harm, lnduding environmental harm, for which rocovory of damages 
Is sought. Including, but nol llmltod lo, all losses and expenses which are caused by the actlvilles of Lessee, Its officers. employees, 
and agents arlslng out of, Incidental to, or resulting from, the operaUons of or ror Lessee on the leased premises hereunder, or that may 
arise out o f or be occasioned by Lessoo's broach of any of the terms or provisions of this Agreement, or by any other negllgontor strictly 
liable act or omission of Lessee. Furlher, Losaoe hereby agrees to be liable for, exonerate, Indemnify, defend ond hold harml8SS the 
State of Texas and the owner of the soll, their o fficers, employees and agents, their sucoossora or assigns. against any and all claims, 
liabil1bos, lossos, damagos, acUons, personal injury ~ncluding death), costs and expenses, or other harm for which reooveryof damage., 
ls sought, under any theory Including tort, contract, or strict llabllity, lnduding attorneys' fees and other legal expensoa, lnduding those 
related to environmental hazards. on the leased premises or In any way relatod to Lessee's failure to oomp!y with any and all 
onvlronmental laws: those arising rrom or In any way rotated to Lessee's operations or any other of Lessee's acUvltlos on the loasod 
premises; those arising from Lessee's use of the surface of the leased premises; w,d those that may arise out of or be occasloned by 
Lessoo's breach of any of the 1erm1 or provisions of this Agreemenl or any other act or omtsslon of Lessee, Its dlrectora, officers, 
omptoyeos, partners, agents, oontroctors, sl.boontrectoB, guests, Invitees, end their respecUve su~ end esslgns. Each assignee 
of this Agreemont , or an lntorost \heroin, agrees lo be liable for, exonerate, Indemnify, defend and hold harmless the Stole of Texas 
and the owner of the soil, their officers, employees, and ~nts in the same manner provided above In oonnectlon with the acUV1Ues 
of Lessoe, Its o fficers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL 
OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE 
WITI-IOUT LIMITS ANDWITHOUT REGAADTOTHE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), 
STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PARTYOR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED 
PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent 
contamination or pollutron of any environmental medium, Including soil, surface wateni, groundwator, sedfments, and surface 0< 

subsurface strata. ambient air or any other environmental medium in, on, or under, the leased premise., by any waste, pollutant, or 
contaminant Lessee shall not bring or permit to remain on lhe leased premises any asbestos containing matertals, explosives. toxic 
materials. or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as tho torm 0 Hazardous 
Substance" ls detlned In the Comprehensive Environmental Respoose, CompensaUon and Liability Act (CERCLA). <12 U.S.C. SectJons 
9601, et seq.). or toxic substances und0< any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products 
commonly used In oonnectlon with oll and gas exploration and development operaUons and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF TtlE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL B REACH ANO DEFA ULT 
HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER 
OF T HE SOIL FROM A NDAGAJNST ANY CL.AIMS, DAMAGES,J UDGMEN'TS, PENAL TIES, LIABILITIES, MD COSTS (INCLUDING 
REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE 
FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, 
OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF THE LEASED PREMISES. LESSEE 
SHAl.LCLEAN UP, REMOVE, REMEDY A.ND RfPAJRANY SOIL OR GROUNDWATER CONTAMINATION AND DAMAGE CAUSED 
BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, ORASOUTTHE LEASED PREMISES 
DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE W ITH THE REQUIREMENTS OF 
A PPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, UABIUTY FOR 
RES PONSE A CTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONM ENTAL LAW OR REGULATION. 
LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS MD THE OWNER OF THE SOIL W RITTEN NOTICE OF ANY 
BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS 
MATERIA LS, OR UPON RECEIVING A NOTICE FROM ANY GOVE RNMENTAL AGENCY PERTAINING TO HAZARDOUS 
MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS OF LESSEE HEREUNDER SHAU SURVIVE 
THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under tho provisions of Texas Natural Resourcos Code 52.171 through 52. 190, 
commonly known as the Relinquishment Act, and othor applicable staMes and amendments thereto, and if any provision In thls loose 
doos not oonrorm to thoso atatulea, the statutes wlll prevail over any nonconforming lease provisions 
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38. EXECUTION. This oU and gas le~ must be signed and ackna-Nledged by the Lessee before It Is filed of reoord In the 
county records and In the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this leaso 
have been aellsfled. the effective date of this lease shall be the data found on Page 1. 

39. LEASE FILING. Pursuant to Chaptor 9 of the Texas Business and Commerce Code, this lease must be tiled of reoord 
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 thoroof must 
be filed In tho Gonoral Land Offlco. Thia lease la not effective untll a oer1illod copy of this loase (which ts made and certified by the 
County Clorl< from his records) ts med In the General Land Office In acooroance with Tex.u Natural Resources Code 52.183. 
AddiUonally, this lease shall not be binding upon the Stat.o unless II recite., the actual and true consideration paid or promised for 
execuUon of this lease The bonus due the St.at& and the prescribed filing fee shall accompany such certified copy to the General Land 
Office. 

Lessor and Lessee agree that the following provisions are incorporated into and shall be 

construed as a part of the foregoing oil and gas lease, and in the event of a conflict between the 

provisions of the foregoing General Land Office form and this addendum, the provisions of this 

addendum shall prevail. 

40. PROD CTIO ROY AL TIE . Upon production of oil and/or gas, Lessee agrees 

to pay or cause to be paid one-half (1/2) of the royalty provided for in this lease to the Commissioner 

oftbe General Land Office of the State of Texas, at Austin, Texas, and one-half {l/2) of such royalty 

to the owner of the soil: 

( ) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced 

in a liquid form at the mouth of the well and also as all condensate, distillate, and other liquid 

hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter 

provided, shall be ~ part of the gross production or the market value thereof, at the option of 

the owner of the soil or the Commissioner of the General Land Office, such value to be determined 

by the gross proceeds of the sale thereof. Lessee agrees that before any gas produced from the leased 

premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through 

an adequate oil and gas separator of conventional type, or other equipment at least as efficient, so 

that all liquid hydrocarbons recoverable from the gas by such means will be recovered. The 
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requirement that such gas be run through a separator or other equipment may be waived, in writing, 

by the royalty owners upon such terms and conditions as they prescribe . 

(D) 0 PRO E D . Royalty on any gas, which is defined as all hydrocarbons and 

gaseous substances produced, saved and sold, not defined as oil in subparagraph (A) above, 

produced from any well on said land (except as provided herein with respect to gas processed in a 

plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be~ part of the 

gross production or the market value thereof, at the option of the owner of the soil or the 

Commissioner of the General Land Office, provided that the term "market value" shall be deemed 

to have the meaning set forth in§ 9 l .402(i) of the Texas Natural Resources Code, provided that the 

maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 

pounds per square inch absolute, and the standard base temperatw"e shall be sixty (60) degrees 

Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific graVIty 

according to tests made by the Balance Method or by the most approved method of testing being 

used by the 111dustry at the ti.me of testing. 

( PRO ES ED G . Royalty on any gas processed in a gasoline plant or other plant for 

the recovery of gasoline or other liquid hydrocarbons shall be ~ pan of the residue gas and the 

liquid hydrocarbons extracted or the market value thereof, at the option of the owner of the soil or 

the Commissioner of the General Land Office. AU royalties due herein shall be based on one hundred 

percent ( l 00%) of the total plant production ofresidue gas attributable to gas produced from this 

lease, and on that percent accruing to Lessee of the total plant production of liquid hydrocarbons 

attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered 

from gas processed in a plant in which Lessee (or its parent, subsicliary or affiliate) owns an mterest, 

then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest 
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percent accruing to a third party processing gas through such plant under a processing agreement 

negotiated at arm' s length ( or inhere is no such third party, the lughest 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 based on market valuo as defined in § 

9 l.402(i) of the Texas Natural Resource Code. In no event, however, sh.all the royalties payable 

under this paragraph be less than the royalties which would have been due had the gas not been 

processed. 

41. OFF ET WELL . Lessee shall protect the oil and gas under the above-described land 

from drainage as a reasonable and prudent operator. If oil and/or gas should be produced. in 

commercial quantities upon lands adjoining or adjacent to the leased premises, and the leased 

premises is being drained by such production of oil or gas, the Lessee shall drill such offset wells 

as would a reasonable and prudent operator. Lessee at its option may, in lieu of drilling such offset 

well, release an amount of acreage sufficient to pennit the drilling of an offset well under the 

applicable rules of the Texas Railroad Commission, such release to extend only to the subsurface 

stratum or formation from which oil or gas is being produced on the adjoining or adjacent tract. 

Such release sh.all be given within one hundred eighty (180) days after the commencement of 

production of oil or gas in paying quantities from such adjoining or adjacent tract. It is specifically 

agreed that Lessee shall have no obligabon to offset any producing wells in existence on the date this 

lease is signed. 

42. SEI MI DAT A. The parties have entered into a separate letter agreement regarding 

the Lessor's consent to LMP's acquisition of certain seismic data from Western Geophysical 

covering the leased premises and surrounding lands. 
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Executed the date of each respective acknowledgment certificate below, but effective as of 

the dale first above written. 

STATE OF TEXAS 

.-,.:y~if.;{,~; T~1!:'4 ~. 0ana 
~~ \l Energy Trust of 1994 

WDTVIDUALL Y AND AS AGENT 
FOR THE STATE OF TEXAS 

ST/•JB CW TEXAS § 

COillITY OF WUBC.BS § 

LESSEE 

UIP PET~UM, INC. 

By: 1/1_7L 
Michael S. Pedrotti 

Title: President 

~.' ----. -· 
STATE OF TEXAS 

ByAPa~~~ 
Guacialupefr;isteeorthe Garza 
Energy Trust of 1994 

INDIVIDUALLY AND AS AGENT 
FOR THE STATE OF TEXAS 

~ ·· 

BEFORE ME, the undersigned authority, on this daype y appeare&vlicbael S. Pedrotti 
!mown to me to be the person whose name is subscri the foregoing instruments as President 
ofLMP Petroleum. Inc. and acknowledged e that be executed the same for the purposes and 

. . 
• • • :·:::. 

• • • . . 
• • ••• . . 

• . 

capacity stated, and as the act and deed of said corporation. 

u:z..' my band and seal of office this lhp6, "'. • §;:\cf ,'lOrJf.. 

~" 

. ... . . . . . . . : : : . 
• • 

GARZA 

xas 

~ uty 



the date first above written. 

STATE OF TEXAS 

STATE OF TEXAS § 

COUNTY OF NUECES § 

LESSEE 

By: 

STATE OF TEXAS 

By: __________ _ 

Guadalupe Garza Jr., Trustee for the Garza 
Energy Trust of 1994 

INDNIDUALLY AND AS AGENT 

BEFORE ME, the undersigned authori ty, on this day personally appearedMichael S. Pedrotti 
known to me to be the person whose name is subscribed to the foregoing instruments as President 
of LMP Petroleum. Inc. 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 /3 "'-day of .$:.pl:. ,20P!J.. 

0 . . . 

• • ••• . . . • . 

DELIA M. McGRATI-i 
MY COMMISSION EXP1RES 

Aug!ISl31.~ 

• ••• . . . • • • • • • • . . . . 
• • 

Jl.e1u. 'M a~ J?4i 
Notary Public, State of Texas 
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STATE OF TEXAS § 

§ 

BEFORE ME, the undersigned authority, on this day personally appeared Juan Lino Garza, 
Trostee for the Garza Energy Trust of 1994 known to me to be the person whose name is subscribed 
to the foregoing instruments Individually and as Agent for the State of Texas, and acknowledged to 
me that be 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 ~day of8c .... J~ .20~. 

e JUAN .J. GARZA 
ll)TM'f l'la.t IT A TE Of TWS 

COH IU IOW n ,iRu 
OCTOBER 12, 2005 

STATE OF TEXAS § 

COUNTY OF H ~ do-{~ § 

BEFORE ME, tho undersigned authority, on this day personally appeared Guadalupe Garza. 
Jr .• Trostee for the Garza Energy Trust of 1994 known to me to be tho person whoso name is 
subscribed to the foregoing instruments Individually and as Agent for the State of Texas, and 
acknowledged to me that be executed the same for the purposes and consideration therein expressed, 
in the capacity staled, and as the act and deed of said corporation. 

Given under my band and seal of office this tbe ~ day of~~ 

e Jo.JAH J . GARZA 
lfflMY MU: STATE 11 TEW 

COIIIIUIDW E1'1RU: 
OCTOBER 1 2, 200S 
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TE XA§ 

November 9, 2004 

Alt: Michael S. Pedrotti 
LMP Petroleum, Inc. 
6 15 North Upper Broadway 
Wells Fargo Tower, Suite l 770 
Corpus Christi , Texas 78477 

GE ERAL LA 

Re: RELINQUISHMENT ACT LEASE No. M- 1041 58 
176.0 acres out of Survey No. 883, A-726 & A-926 
Jeffress Prospect, Hidalgo & Starr Counties, Texas 

Dear Mr. Pedrotti : 

D OIFFITCJE 

The certifi ed copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and fil ed in our records under mineral file number M-1041 58. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of $26,525.00, has been applied as the state's portion of the cash bonus 
$26,400.00, along with a processing and filing fee in the amount of $ 125.00. Please let me know if 
you should have any questions. 

~)~~.~ 
Dre\: Reid ..b '1 i.«...s ,.,., 
Minerals Leasing 
Energy Resources 
(5 12) 475- 1534 

M /DR 

Stephen F. Austin Building • J 700 North Congress Avenue · Ausun, Texas 78701-1495 

Post Office Box 12871 • Au tin, Texa~ 7871 1 2873 

512-463-5001 • 800-998-4GLO 

www.glo.stacc.ex.us 
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TE X GENIE,JRAIL LANID OirJrilCE 

November 16, 2004 

Michael Pedrotti 
LMP Exploration, Inc. 
615 North Upper Broadway, Suite 1770 
Corpus Christi , TX 78477 

RE: Assignment filing; GLO ID 4881 

Dear Mr. Pedrotti, 

]ERR PATTERSON COMMISSIONER 

The General Land Office received the following instrument(s) and has filed 
them in the appropriate files. Please see attached "Exhibit A" for 
reference. 

Assignment of Oil and Gas Lease, executed September 17th, 2004 
From LMP Petroleum, Inc., as Assignor, to LMP Exploration, Inc., 
As Assignee. MF1041 58. 

Filing fees of $25.00 were received in connection with the above lease. If you 
have any questions, please feel free to ca ll me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521. 

Sincerely, 

~ 
Beverly Boyd 
Mineral Leasing 
Energy Resources 
512-463-6521 

Stephen r. Au!ttin Duildmg • 1700 North Congress Avenue · Au un, Texas 78701-1495 

Post Office Box 12873 · Ausun, Texas 78711-2873 

512-463-5001 • 800-998-4C LO 

www.glo.starc ex.us 



, 
Exhibit "A " 

GLOID County Lease 

4881 Hidalgo MF104158 

Tuesday, November 16, 200./ 
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LMP 
EXPLORATION. INC. 

re,as General Land Office 
1700 N Congress Ave • u Ile 600 
Austm, TX 78701-1495 

Ann Dre," Reid 

November 4. 200·1 

RL ' tale of I e,as Oil & Gas Lease - Garza I nerg) I rust of I 994 
176 0 Acres, Survey No 883 A-726 & A-926 
JeITress Prospect, I l1dalgo and ' tarr Counties. rx 

Gent lemen 

615 North Upper Broadway 
Suite 1770 
Wells Fargo Tower-Box 248 
Corpus Chnst1 , Texas 78477 
Phone (361) 883-0923 
Fax (361) 883-7102 

Allached herewith 1s a cop) of a recorded Assignment or Oil and Gas Lea e dated ':>eptemhcr 17. 20~. effective as of the 
lease date or Apn l I. 20~. covering the fo llow111g h.:a\e 

State of I e:,.a , acung h> and through 11s agent, Juan Lino Garza and iuadalupe Gar1_11, Jr . as Trustees of the Garza 
Energ} rrust of I 99 I, as Lessor and LMP Petroleum, Inc. as Lessee, covering an und1v1ded mmeral interest 111 

176 00 acres of land 111 I lidalgo and tarr Counties, Te:,.as 

Also, enclosed 1s LMP Exploration. Inc. 's check No t00080 111 the amount of $25 00 pa)ablc to the ~talc of l cxac; for the 
\ talc's processing fee and a recorded cop) ofa Rat1ficat1on of the suhJcct lease from I Ima Garza Cantu dated August 31, 
200~ 

lf)OU have any que<,t1ons, please do not hesitate to cal l me at 361-881-0921 

~mcerely, 

LMP PE m o u ~uM. INC 

Michael • Pcdro111 
Pres1dem 

• . . ... ... . . . . . . ... • • • • • • . • • . • . . . . • • . .. . . . . • . . 



From: I r c Ir ( 

To · Texas General Land Office 

· Reference Date 

1604 11 /02/04 

em-hn Venpor Code 

LLL v TEX007 

Check Date 
11 /03 04 

Description 

TEX110204 
Processing fee for assignment 
of 011 & gas lease. 
Garza Energy Trust 1994 

. 
arlir, : ~ni«} ~ . . . 

• . . • • ... . . . . 
• • • • • • . . . . . 

• . • 
. 

Check Amount 
$25 00 

Check Number 
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1388976 

T IL D Mr-lo'-f 15 

STA fl- or l l:.XAS 
KNOWA LLM [ NBY fl lr 1:PRE LN I , 'fl lAl 

COUN I Y 0 1 IIIDALC,0 ~ 

1,,11• Pl I ROL I l \I , I'\ ( . whose address 1s 615 N Upper Broadway, u11c 1770, Corpus Chnsti, Texas 78477. 
heremafier referred 10 as "A"1 g1101 ", 1s the owner and holder of the leasehold estate and working interest c.reated by that 
certain Oil and Ga Lease, hereinafter referred 10 as the "Lease", covenng land· situated m I1 1dalgo County, Te.\as, which 
Lease 1s more particularly descnbed ns fol low!>, to-wit. 

i i nnd a Len c d.1tnl tht' I ' d,I\ ,it \pnl 1 00--1 , r orded 111 Document No. 118542, of the Offic10l 
Records of ll1dalgo County, I exas, between the State 01Texn1;, acting b" arid through Its ngen1, Juan I mo 
Garza and Guadalupe Garza, Jr. as rrustees lheremafter "Trustees") 01 the uarLa I ncrgy frust ol 1994, 
said agent herein referred to as the o,,11er of the soil (whether one or more}, and LMP Pctroieum, Inc., as 
Les ee, covenng 176 acre of land out of a 532 74 acre tract known a,; Survey No. 883, Cen. No. 997, A-
726, lltdalgo County, Texas, A-926, tarr County, Texas. W D Parchman Ongmnl Grantee. said tract 
being more particularly de. en bed by mete and bound m aid Lease, and this same 176 acre tract being 
dec;cnbed m Release of Oil and Gas l ease dated effective October I , 1998, recorded m I Iida Igo County, 
1 e,as records at hie No 75 1455, reference made hereto for all purposes, 

to which 1 case and the rccordnt1on thereof, reference 1s for nil purposes herein; and, 

\ 11 , R EA , Assignor de ·ires to assign and convey all nght, title and interest in and to the Lease to the Assignee 
named hercmbelO\\ 

\ T ll • R • F RE, for and m cons1dera11on of the sum of One I lundred and No I 00 Dollars ($100.00) and other 
cons1dera11on paid by L, IP I \. I' I OH. \ I IO'\. I'\ C whose add res 1s 615 N Upper Broadway, u11e 1770, Corpus Chnsu, 
Texas 78477, hereinafter referred 10 as " '"gnl'l'" the receipt and ,;uf!ic1ency of which ore hereby acknowledged, Assignor 
has GRAN·r L· D, BARGAINLD, OLD, fRAN !·ERRED, A SIGNED and CONVEYED and by these presents doe · hereby 
GRANT, BARGAIN, ELL, fRAN HRR, A IGN and CONVEY, unto the 1;a1d A s1gnee all of As 1gnor's nght. title and 
mteresl m and lo the I ease, the lea ·ehol<l estate and working mleresl created by the Lease, and the attnbutoble net revenue 
mtercst 

T II E J D T I1 LO unto the said Assignee. its succe sors and nss'""" forf"vt>r. l or the same 
cons1derauon, Assignor agrees lo WARRANT AND DI rrND the interests herein assigned against the la,\ful claims and 
demands of all persons whomsoever cla1m111g, or to claim the same, or any part thereof. by, through or under Assignor, but 
not otherwise. 

I ' \V IT ' \ Ir • R , •, this instrument 1s dated the I~, d.1\ ,,r ~cptemhc1. 200--1 , and made effecuve as of the 
date of the Lease. 

R 

L~IP PFTROUU I, rNC 

))vi. ,i,Jl_ 
Michael Pedrotti, President 

ACKNOWLEDGEMENT 

TII E STAT!.:. OF TEXA 

COUNTY or NUECfS 

1 his instrument wns ackno,, lcdged before me on 1lm / / ft_ da} of eptembcr. 2004, b} Mu:.hael 
President of LM P Petroleum, Inc .. a Te:-.as corpornt1on. on behalf of said corporation 

Pedrolll, 

DELIA M McGRATH 
MY COMMISSION EXPIRES 

AugUSI 31, 2005 

• . ... . • • . 

ll_~)JJ_ffi~ d/ 
Notary Public, tote of fe.\a 
~lyComm1ss1on hp1res g',, .:?!- tJ}>-

... ... . . . . . . • . . • . . . • . . • • • . • • • • . . . . . • 
. 

• 



: 

Filed for Record in: 
Hidalgo County 

by J. D. Salinas, III 
County Clerk 

On: Oct 05,2004 at 04:35P 

/ls a Recording 

Document Number: 1388976 
14. 00 Total Fees : 

Receipt 

Imelda 

Number 621231 
By 

Leal, Deputy 
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STATE OF TEXAS 

COUNTY OF HIDALGO 

§ 
§ 
§ 

SS 

RATIFICATION OF OIL and GAS LEASE 

KNOW ALL MEN BY THESE PRESENTS: 

1388975 

That Whereas, heretofore, under date of April l, 2004, Garza Energy Trust, as Owner 
of Soil and as agent for the General Land Office, as Lessor, did execute and deliver to LMP 
Petroleum, Inc., 615 N. Upper Broadway, Suite 1500, Corpus Christi, Texas 78477-0183, 
("LMP"), as Lcss.:c, an 0:1 and Gas record.':d in HAl!!IJM!:ll"~ al Page ~_B_8Slf~ of the 
Official Records of Hidalgo County, Texas, and re~gnfad iR VgJwm@ at Page 
_ ef the Dees Resards gf Starr CQt111.~r, Texas, covering certain land situated in Hidalgo 
County and Starr County, Texas, described as follows, to wit: 

176 acres ofland out of a 532.74 acre tract known as Survey No. 883, Cert. No. 997, A-726, Hidalgo 
County, Texas; A-926, Starr County, Texas, W.D. Parchman Original Grantee, described as follows: 

BEGINNING at an iron rod in corner offence line on the North line of Porcion No. 43, the Southeast 
corner of Survey No. 885, for the southwest corner hereof; 
THENCE, with the fence and East line of Survey No. 885, North 9 degrees, 29 minutes East 1128.2 
varas to a post in the South line of the Los Maguelles Grant, the Northeast corner of Survey No. 885, 
for the Northwest corner hereof; 
THENCE, with the South line of the Los Maguelles Grant, South 81 degrees, 34 minutes East at 
1158.3 varas pass 9.4 varas North ofa Mesquite MKD 1879 (very old marks), at 2145.9 varas pass 
a Mesquite MKD X (very old marks), at 2608.6 varas set pipe in fence for the Northwest corner of 
Survey NO. 488 and the Northeast corner hereof; 
THENCE with the fence and West line of Survey No. 488, South 9 degrees, 00 minutes West 1162.3 
varas to corner of fence, a corner of Survey No. 488 and the South east corner hereof; 
THENCE w-;t11 fence ai1d line of Sur,·e:7 !-~o. 48S, ~Jort.l-i SI degree~. 2! minut~s \l.'est 1202.8 varas 
to a corner of fence, a corner of Survey No. 488 and the Northeast corner of Porcion No. 44; 
THENCE, with fence and North line of Porcion No. 44, North 80 degrees, 22 minutes West 1415.2 
varas to the PLACE OF BEGINNING containing 532.74 acres ofland more or less. 
BUT INSOFAR AND ONLY INSOFAR as said tract covers the most easterly 176 acres of land, 
more or less. The North, East, and South boundary of said 176 acre tract being the North, East and 
South boundary of said 532.74 acre tract, with the West boundary of said 176 acre tract being 
parallel and a sufficient distance West of the East boundary as to exactly enclose 176 acres ofland, 
more or less. 
The 176 acres described above is the same 176 acre tract described in Release of Oil and Gas Lease 
dated effective October I, 1998, recorded in the Hidalgo County, Texas records at File No. 751455. 

Hereinafter referred to as "SAID LEASE" reference to said lease and to the record thereof 

• • • • • • • • ••• • • • • • • • • • • • • • • • • • • 

• ••••• • • • • • • • • ••• • • 



being here made for all purposes; and, 
WI I "' R -< A AID LEA E and all rights and privi leges thereunder arc now owned 

and held by LMP; and 
WIIEREA , it is the desire of the undersigned party hereto to adopt, ratify and 

confirm AID L "' A E; 
OW THEREFORE, in consideration of the premises and O ll DR _. D 

DO LAR ( 100.00) and other good and valuable consideration all cash to me in had paid 
by and on behal C of LMP, the receipt of which is hereby acknowledged and confessed, the 
said, LMA GARZA CA TU, of Edinburg, Texas, LE OR, does hereby ADOPT, 
RATIFY A D O FIRM AID LEA E in all of its terms and pro isions, and docs hereby 
lea e, demise and let said land and premises unto LMP, subject to and in accordance with all 
ot the terms and provi->ion ' oi .,AID LEA~E. And ~ht: di,e, her"by gr<'e and declare that 

AID LbA E in al l of its tenns and provisions is binding on her and is a va lid and subsisting 
Oil and Gas Lease. 

2004. 
my hand and seal in duplicate originals this the 3_day of¥ 

TA1 § 
§ 

COLJNTY OF I IIDALGO § 

Before me the undersigned otary Public in and for the tale of exas, persona lly 
appeared MA ARZA A T known to me to be the person whose name is subscri bed 
l the foregoing instrument, and acknowledged to me that she executed the same for the 
pu rposes and consideration therein expressed. 

. • . • • ... . • • • • • • . • . • • . 
• . . . 

CRISELDA OE ANDA 
Ht:JTN'('( l'UIUC, STATE Of TEXAS 

My Commlllio,, ~ 
~ 

... ••• • • • • . . •• . • 

....'[J Public 
Q, 0 C) 
.... I') :::, 

c: •• ..,., .. 
.,, 'b .,, :::, 
UI <'t-

. . 
C...J 

¥J 
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1rE )~AS J[LK{AJL LAI 

March 16, 2005 

Michael Pedrotti 
LMP Exploration Operating, LLC 
61 5 North Upper Broadway, Suite 1770 
Wells Fargo Towe/L 
Corpus Christi, TX 78477 

RE: Assignment fil ing; GLO ID 5000 

Dear Mr. Pedrotti, 

The General Land Office received the following instrument(s) and has filed 
them in the appropriate fil es. Please see attached "Exhibit A" for 
reference. 

Assignment of Properties, executed September 22"d, 2004, from 
LMP Exploration, Inc., as Assignor, to LMP Exploration Holdings 
L.P., as Assignee. MF104158. 

Filing fees of $25.00 were received in connection with the above lease. If you 
have any questions, please feel free to call me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521 . 

Sincerely, 

B~~~ 
Mineral Leasing 
Energy Resources 
512-463-6521 

Stephen F. Au sun Bu tiding • 1700 North Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texa~ 78711 -2873 

512 463 5001 · 800 998 4GLO 

www.glo.state.oc.us 



... 

Exhibit "A " 
GLD ID County Lease 

5000 Hidalgo MF104158 

JVed11esda)', ftlarch 16, 2005 



... . .. . 
• • . 

• . . . • . . .. . . . 

LMP 

Texas General Land Offtce 
1700 N Congress Ave.. une 600 
Austin, rx 78701-1495 

Attn. Drew Reid 

... 
• . • --· • • . • .. 

r. 

March 14, 200, 

LMP EXPLORATION OPERATING, LLC 
615 North Upper Broadway 
Wells Fargo Tower, Suite 1770 
Corpus Christi, Texas 78477 
Phone· (361) 883-0923 
Fax (361) 883-7102 

RL State of r exas Oil & Gas Lease - Garn1 Lnergy rrust of 1994 Ml 104158 
176 0 Acres, Survey No 883 A-726 & A-926 
Jeffress Prospect, ll1dalgo County, TX 

Gentlemen 

Attached herewith 1s a copy of a recorded Assignment of Oil nnd Gas Lease dated effective ' eptember 22, 2004 between 
LMP E,plorauon, Inc, as As 1gnor and LMP l xplorauon I loldmgs, LP. as Assignee, covenng the following lease 

tntc ofTexns, ncttng b)' and through us agent, Junn Lmo Gnrza and Gundnlupe Gnrui, Jr , os Tru Lees of the Gorz.a 
Cnerg)' Trust of 199..J , as Les!.or nnd LMP Petroleum, Inc, as Lessee, covenng an und1v1ded mineral intere t in 
176 00 acres of land m I lldalgo County, re,as 

Also, enclosed I LMP Exploration' s check No 400485 111 the amount of$25 00 payable to the State of fexns for the tate's 
processing fee 

If you have nny questions, plcn c do not hesitate to call me at 361-883-0923 . 

mcerel)', 

LMP PE fROLLUM, INC 

71./aAM-!/J~ /,.111 
Michael Pedro111 
President 



Fr ~p EXP{_ORATION OPERATING, LLC 
To Texas General Land Office 

1,1,,a ( gy T ~ hr. 4 •'-1 1 41S., 
171 0 N Co ~r A e SI~ ti\ 
AuSln T>< 78701·1'95 

Invoice # Invoice Amt 
TEX03092005 25 00 
PROCESSING FEE FOR ASGN OF 
O&GL 
GARZA ENERGY TRUST OF 1994 
JEFFRESS, HIDALDO CO, TX 

Vendor Code 
TEX007 

Check Date 
03/11/2005 

.. . 
• • • • . • • . .. . . . . . . 

.. 
. ... . ... 

C~~Amount 

/(2500 Chk# 400485 

' . ) . . . . . . • . .. . . . .. 



THE STATE OF TEXA 

COUNTY OF IHDALGO 

... . ... 
• .. • • . . . .. . •• . . • . . • • • • .. . . . . . ... .. • • • . • .. 

~ £AG IO l/-1 58 
1385899 

A fGNMENT OF PROPERTIES 

§ 
§ 
§ KNOW ALL MEN BY TIIESE PRESENTS: 

Tl £1 A IGNMENT OF PROPERTIES is made effective as of September 22, 2004, at 

7:00 a.m., Central tandard Time (the "Effective Date"), and is from L \rtP F:\ploration, Inc, a 

Texas corporation, wilh address at 6 15 N. Upper Broadway, Sui te 1770, Corpus Christi, Texas 

78477 (hereinafter referred to as "A <; ignor"), to LMP F'<PI ORATIO I IOL D I C,~, L P., a 

Delaware limited partner hip, with addres at 615 . Upper Broadway, Suite 1770, Corpus 

Christi , Texas 7 477 (hereinafter referred to as "Assignee"). 

WITNES ETH: 

Assignor, fo r Ten Dollars ( I 0.00) and other good and valuable consideration in hand 

paid to Assignor by As ignee, the receipt and sufficiency of which 1s hereby acknowledged and 

confessed by Assignor, has GRANTED, BARGAINED, OLD, CONVEYED, A JG ED, 

TRANSFERRED, SET OVER AND DELIVERED, and by these presents docs GRA T, 

BARGATN, SELL, CONVEY, ASSIGN, TRANSFER, SET OVER AND DEUVER unto 

As ignee, effective as of the Effective Date, subject to the terms and prov1s1ons hereof, the 

fo llowing: 

A. The oil , gas and other mineral lenses described or referred to in Exhibit "A" 
attached hereto and made a part hereof, together with all amendments, 
modifications and ratifications thereof (all of such leases, and all amendments, 
modifications and ratifications thereof, together with all of the nghts, title , and 
interests descnbed or referred lo in subparagraph G below, being hereinafter 
co llectively referred to as the "properties described" in subparagraphs B, C, D, E 
and F below); 

8 . \II or Assignor's nght, title and mtcre t m, to and under or derived from all oil , 
gas or mineral unitization, pooling and commumlizal1on agreements, declarations 
and orders, and the properties covered and the units created thereby (including, 

50 1705 000006 I IOUSTON 3·17220 2 



... . .. ... 
• • :· · • • .. . . . . . . • . . . . • • . • . ... .. . . . . • .. 

wi thout limitation, all units formed under orders, regulations, rul es or other 
o ffi cial acts of any federal , state or other governmental body or agency having 
jurisdiction), which relate to any of the properties descnbed or lo the production 
o f oil, gas and other minerals from or attributable to the properties descnbcd; 

C. All of Assignor' right, title and interest in , to and under or dcn vcd fro m all oi l 
and gas sales, purchase, exchange and processing contracts, operating agreements, 
join t venture agreements, geolog1caJ agreements, exploration agreements, area o f 
mu tual interest agreements, farmout and farmrn agreements, net profi ts 
agreements, cani ed interest agreem ents and all other contracts, agreements and 
instruments (i nclud ing, without limitation, those perta ining to future interests, 
revers ionary ri ghts and deferred interests), which relate lo any of the propert ies 
described, or to the production o f oil , gas and other minerals from or attributable 
lo the properties described; 

0. A ll of Assignor's right lltle and interest in to and under or derived from all 
permits, licenses, franchises, servitudes, surface leases, easem ents, and rights o f 
way o f every kind which relate to the properties described or which arc useful or 
appropriate in exploring fo r, developing, operating, treating, storing or 
transporting oil , gas and other minerals in, on and under the same; 

E. All o f Assignor's righ t, title and interest in, to and under or derived from all 
personal property, improvements, and lease and well equipment (including, 
without limitation, all wells, cas ing, tubing, tanks, boiler , separators, buildings, 
fixtures, machi nery, injection fac il iti es, salt water disposal facilities, compression 
faci lities and other equipment, processing plants, gathering systems, pipelines, 
power li nes, telephone and telegraph lines , roads and other appurtenances and 
casements) situated upon or used or useful or held fo r future use in connection 
w ith the explora tion, development or operation or mai ntenance o f the properties 
described, or in connection with the production, treating, storing, transportation or 
marketing of oil, gas and other minerals produced from or attributable to the 
properties described; 

F. Al l o f Assignor's right, titl e and interest in, to and under or derived from all fil es, 
books, records and data in the actual or constructi ve possession of Assignor which 
relate to the propertie descnbed , includ ing, without l11rntation, all title records, 
di vision order and lease fil es, geo logical data and information, production 
records, electric logs, core data, pressure data and decl ine curves and graphical 
production curves; and 

G. All o f Assignor's n ght, title and inte rest in, to and under or deri ved from all other 
property, whether real, personal or mixed, o f every nature and description in and 
to the leases described or referred to in subparagraph A above, and in and to any 
o f the lands covered by such lease, whether such right, titl e and interest be under 
and by virtue o f a lease, a mineral deed, a royalty deed, an overriding royalty 
assignment or re ·crvation, a production payment, a net profits interest, a division 

504705 00000<> llOL S10N 34 220 2 



••• • • • • • • • 
.: :·· . .. . ... :·· : : : : .. ... .. . . : 

• •• 

order, a transfer order or any other type of contract or instrument, and whether 
such right, title and interest be legal or equitable, recorded or unrecorded, and 
even though Assignor's interest in such leases and lands be incorrectly described 
in or a description of such interest be omitted from Exhibit "A" hereto. 

All of the properties, rights, titles and interests described or referred to in subparagraphs 

A, B, C, D, E, F and G above are hereinafter collectively referred to as the "Subject Properties." 

Assignor represents and warrants to Assignee that the Subject Properties (a) entitle 

Assignee to receive from each lease described or referred to in Exhibit "A" hereto, not less than 

the net revenue interests set forth in said Exhibit "A" with respect to such lease, in and to all oil, 

gas and other hydrocarbons produced and saved from such lease, without reduction, suspension 

or termination, throughout the duration of such lease, and (b) obligate Assignee to bear a share of 

the costs and expenses relating to the maintenance, development and operation of each lease 

described or referred to in Exhibit "A" hereto, not greater than the working interests set forth in 

said Exhibit "A" with respect to such lease, without increase throughout the duration of such 

lease. 

TO HA VE AND TO HOLD the Subject Properties, together with all rights, titles, 

interests, estates, remedies, powers and privileges thereunto appertaining, unto Assignee, and its 

successors and assigns, forever, subject to the terms and provisions hereof; and Assignor does by 

these presents bind itself, and its successors and assigns, to WARRANT AND FOREVER 

DEFEND all and singular the Subject Properties, together with all rights, titles, interests, estates, 

remedies, powers and privileges thereunto appertaining, unto Assignee, and its successors and 

assigns, against every person whomsoever lawfully claiming or to claim the same or any part 

thereof, by, through and under Assignor, but not otherwise, subject to the terms and provisions 

hereof. 

504705 000006 HOUSTON 347220.2 



... . . . . . .: :·· .· ... : . . . . . . . : : .. . .... · . . : 
••• 

To the extent the Subject Properties granted, conveyed and assigned hereby constitute 

personal property or fix tures, ssignor EXPRESSLY DISCLAIMS AND NEGATES (a) NY 

IMPLIED OR EXPRESS WARRANTY OF MER llANTAB lLITY, (b) ANY IMPLIED OR 

EXPRESS WARRANTY OF FITNESS FOR A PARTICULAR PURPOSE, AND (c) A Y 

IMPLIED OR EXPRESS WARRA TY OF CONFORMITY TO MODEL OR AMPLE OF 

MATERIALS. 

Assignor hereby assigns to Assignee, with full right of substitution and subroga tion, to 

the extent so transferable, the benefit of and the right to enforce the covenants and warranties, if 

any, which Assignor is entitled to enforce with respect to the Subject Properties. 

o Jong as authorized by applicable law so to do, Assignor agrees to execute, 

acknowledge and deliver to Assignee all such other additional instruments, notices, division 

orders, transfer orders and other documents, and to do all such other and further acts and things, 

as may be necessary to more fully and effectively grant, convey and assign to Assignee the 

Subject Properties granted, conveyed and assigned hereby or intended so to be. 

All of the terms, provision , covenants and agreements herein contained shall extend to 

and be binding upon the parties hereto, and their respective heirs, legal representatives, 

successors and assigns. 

EXECUT ED this Z? ,d_ day of September, 2004. J 

LMP EXPLORAT ION, INC. 

Byif~L 
ichael S. Pedroll1, President 

50.1705 000006 HOUS TON 347220 2 



STATE OF TEXAS 

COUNTY OF NUECES 

••• • • • • • • • 

• •• • • • ••• 

:·· . . .. •• • • • • : : : .. 
•• • • • • •• • 

111is instrument was acknowledged before me on September d d-, 2004, by 
Michael S. Pedrotti, President of LMP Exploration, Inc., a Texas corporation, on behalf of said 
corporation. 

~l14 ,~ {kJ,/\ /Notary \ibJic in andoi th ~ 
State of TEXAS 

My Commission Expires: 

504 705 000006 HOUSTON 347220.2 



EXHIBIT"A" 

JEFFRESS PROSPECT, HIDALGO COUNTY, TEXAS 

A TI ACHED TO ANO MADE A PART OF THAT CERTAIN ASSIGNMENT OF PROPERTIES DATED SEPTEMBER 22, 2004 BY AND BETWEEN LMP EXPLORATION, JNC. ANO LMP EXPLORATION HOLDINGS, LP 

As used hereinbelow, the following abbfevialions have the following meaning: 

"'LMP" means LMP Exploration, Inc. 

"WI BPPO" means working Interest before payout, as payout is defined in that certain Letter Agreement dated June 28, 2004 between LMP Exploration, Inc. and Jeff Uecker. 

"NRI BPPO" means net revenue Interest before payout. as payout Is defined In that cartain Letter Agreement dated June 28. 2004 between LMP Exploration, Jnc. and Jeff Uecker. 

"WI APPO" means working interest after payout, as payout is defined in that certain Letter Agreement dated June 28, 2004 between LMP Exploration, Inc. and Jeff Uecker. 

"'NRJ APPO'" means net revenue Interest aner payout, as payout Is defined in that certain letter Agreement dated June 28, 2004 between LMP Exploration, Inc. and Jeff Uecker. 

"RI" means royalty interest 

"ORRI'" means overriding royalty interest. 

"Third Party ORRJ'" means the tolat overriding royalty Interests of parties other than lhe ·Managing Partners• of LMP EJCploratlon Holdings, LP, 

"Managing Partners ORRI'" means the total overriding royally Interests as provided for in that certain limited Partnership Agreement between LMP Explorallon, Inc., et at and LMP Exploration Holdlngs, LP dated September 22, 2004. 

THIRD UANAQING 

RECORDING LEASE ACRES ACRES LMP LMP PARTY PARTMEl'IS LMP LMP 
LESSOR ~ OOCNQ = = fill WI BPPQ *WI APPQ !!! OR Rf = NRI BPPQ !:IB.!.Ae.fQ 

THE STATE OF TEXAS.ACTING BY AND fr? F /Ol//5g THROUGH ITS AGENT, JUAN LINO GARZA 
AND GUADALUPE. JR, AS TRUSTEES OF 

THE GARZA ENERGY TRUST OF 1994 LMP PETROLEUM, INC. H 138542 04/01/04 176.0000 176.0000 100.00% 99.50°/o 25% O.OQGI,, 2.00% 73.00% 72.6350% 

RATIFICATION OF Oil AND GAS LEASE 
(NAMED HEREJNABOVE) EXECUTED BY 
ELMA GARZA CANTU LMP PETROLEUM. INC. - 08/31/04 176.0000 

• • • • • •• •• 
• 

• • :····· 
• • •• • • • •• • 

• 
•••• • • •••• 

: :·· .. : 

• 0.50% of 8/Bths WORKING INTEREST AFTER PAYOUT PROPORTIONATELY REDUCED PURSUANT TO LEITER AGREEMENT DATED 6128/04 BETWEEN LMP EXPLORATION, INC. ANO JEFF UECKER . 

... ASS!GNEMNT OF OIL & GAS LEASE DATED 9117/04, EFF AS OF DA TE OF THE LEASE, LMP PETROLEUM, INC., AS ASSIGNOR AND LMP EXPLORATION. INC., AS ASSIGNEE, RECORDED IN VOLUME_, PAGE__, HIDALGO COUNTY, 
TEXAS. 

9/2112004 JEFFfi.ESS PROSPECT, HIDALGO CO., TX 1 of1 
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Filed for Record in: 
Hidalgo County 

by J, D. Salinas, III 
County Clerk 

On: Sep 27,2004 at 04:06P 

fls a Recording 

Document Number: 
Total Fees : 1385899 

24. 0/J 

Receipt 

Imelda 

Number 619211 
By 

Leal, Deputy 
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Fro~P EXPLORATION OPERATING, LLC 
To Texas General Land Office 

O.rza Energy Tr ol 1~ #M10<41!\8 
1700 N Conllreu Ase Sle 600 
Ausi.n. TX 78701 -1495 

Invoice # lnvoice [vnt, 
TEX03092005 .2.200.00 
DELAY RENT AL 
JEFFRESS, HIDALGO co, n q · ,!; 1 ~ , ,.. L 3 

Vendor Code 
TEX007 

Check Date 
03/11/2005 

ci_ckAmount 

A..,20000 

6.~ .. :. Prtu (lt.,cl. 

rn-Joz/,15? 
•• . . . . • .. . . . . . . ... • 

.. . . .. . ... 
... 
• . . . . . • 

• . . . . 
• 

Chk#. 400484 



• • • . . ... 
. .... : : . . . . . . .. . . : . . . . . . . . . . . . . . . . . .. 

Je~/1 Patterson, Commisstoner 

B~_jJ~ 



Daryl Morgan - Garza-State #1 \Veil 

From: 
To: 
Date: 
Subject: 

"Amanda Avila" <AmandaA@lmpexploration.com> 
<ladell.collier@glo.state.tx.us>, <daryl.morgan@glo.state.tx.us> 
9/20/2005 1 :52 PM 
Garza-State #1 Well 

Please see attached. 

Thanks 

Amanda Avila-Parker 
Production/Land Assistant 

LMP Exploration Operating, LLC 

615 N. Upper Broadway, Suite 1770 

Corpus Christi, TX 78477 
Telephone: 361.883.0923 
Facsimile: 361.883.7102 
Continuous Log Fax: 361.881-8608 
Cell: 361.688.2615 
email: aavila@lmpexploration.com 

Page 1 of 1 

This electronic communication (including any attached document) may contain privileged and/or confidential infonnation. This communication is 
intended only for the use of indicated e-mail addressees. If you are not an intended recipient of this communication, pfease be advised that any 
disclosure, dissemination, distribution, copying, or other use of this communication or any attached document Is strictly prohibited. If you have received 
this communication in error, please notify the sender immediately by reply e-mail and promptly destroy all electronic and printed copies of this 
communication and any attached document. 

file://C:\Documents%20and%20Settings\Dmorgan\Local%20Settings\Temp\GW}OOOOI.H ... 9/20/2005 
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Daryl Morgan 
Texas General Land Office 
1700 Congress Ave. 
Corpus Christi, TX 77301 

September 20, 2005 

RE: LMP Garza-State No. 1 Well 
State Lease M#-104158, Hidalgo County, Texas 

Dear Mr. Morgan: 

VIA E-MAIL 

LMP Exploration Operating, LLC ("LMP") will be moving the rig onto location for the above­
referenced well within the next two days and anticipate the well to spud on or before 
September 26, 2005. 

Should you have any questions regarding this correspondence, please do not hesitate to contact 
our office at 361-883-0923 

Sincerely, 

LMP EXPLORATION OPERA TING, LLC. 

Amanda Avila-Parker 
Production/Land Assistant 

2005-09-20 LTR TGLOGarz.a-St.atc #) Notice of Spud 



File No. M- / ~/ t;h '29' E cf/\e,';J + ~" 'c__!/ 
~~~~"-,,---:--ho~ CM~ 
Date Filed:~~~9:-:l.~O~-::-Q,n~jr-=-=-== 

Jerry E p v 'K atters By 10 n, mmissioncr 
0 

' 
• 



TEXAS 

October 10, 2005 

James Gresham, Jr. 
LMP Exploration Operatin, LLC 
615 North Upper Broadway 
Wells Fargo Tower, Suite 1770 
Corpus Christi , TX 78477 

RE: Assignment filing; GLO ID 5198 

Dear Mr. Gresham, 

1E R A [.., K.d A I JD O Ir F IT C' JE 

The General Land Office received the following instrument(s) and has fil ed 
them in the appropriate files. Please see attached "Exhibit A" for 
reference. 

Assignment of Oil and Gas Lease, executed September 13th, 2005, 
from LMP Exploration Operating, LLC, as Assignor, 49.499980% to 
Twenty-five (25) parties listed in "Exhibit A", collectively referred to 
as Assignees. 

Filing fees of $0.00 were received in connection with the above lease. If you 
have any questions, please feel free to call me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521 . 

;;;~ 
Beverly Boyd 
Mineral Leasing 
Energy Resources 
512-463-6521 

Stephen F. Austin Butlding • 1700 North Congre s Avenue • Amc111, Texas 78701-1495 

Post Office Box 12873 • Austm, Texas 78711-2871 

512 463 5001 · 800-998-4G LO 

www.glo.state.tx.us 



' 
Exhibit "A " 

GLOID County Lease 

5198 Hidalgo MF104158 

Monday, October 10, 2005 



LMP October 4, 200-4 

LMP EXPLORATION OPERATING, LLC 
615 North Upper Broadway 
Wells Fargo Tower, Suite 1770 
Corpus Christi, Texas 78477 
Phone. (361) 883-0923 
Fax (361) 883-7102 

Texas General Land Office Fedfa No 792402001927 
1700 N Congress Ave, une 600 
Austin, rx 78701-1495 

Alln Drew ReHJ 

RI:: Late of Texas 011 & Gas Lease - Garza Energy frust of I 994 
176 0 Acres, urve) No 883 A-726 & A-926 
JefTress Prospect, l11dalgo County, rx 

Gentlemen 

Attached herewith is a copy of Assignment of Oil and Gas Lease dated eptembcr 13, 2005, between LMP Explornt1on 
I loldings, LP, as Assignor, and Magnum Producing, LP el al, as Assignee, covering 176 00 acres of land m I l1dalgo County, 
rexa.s Also, enclosed 1s LMP E>.plornuon Opernung, LLC's check No 401 352 in the amount of $25 00 payable to lhe 'uite 
for the Ii I mg fee 

Please acknowledge receipt and acceptance of the attached check m the space provided below and return or,e (I) copy of !hi 
letter lo t/1e untlerslgued In tlte enclosetl elf-orltlre etl, 5/amped en ~·elope. 

If you have any que t1ons, please do not hesitate to call me at 361-883-0923 

Sincerely, 

OPERA TING, LLC 

RECEIVED AND ACCEP fED this day of October, 2005. 

Drew Reid for the tote of Texas ... , " . . ,. 

. . ...... . 
. . . . 

. .. . . . 
.... 

• .... 
• • • . . 

• • • 



From LMP EXPLORATION OPERATING, LLC 
To ST OF TX - COMMISSIONER ~ 

GCN LANO OFC ISREAL LOPEZ 
1700 N CONGRESS AVE. STE 600 
AUSTIN TX 78701-1495 

Invoice# 
100405 

~endor Code 
STA006 

Check Date 
10/04/2005 

Check Amount 
$25 00 

Chk# 401352 

06006125 fA 
- 0 
c. ('"') 

- <, --, 
I 

~ c.n 

\~ ?\ { 
'..i 

rT 
0 
n, 

. . ...... . .... 
• .... 

. ... . . . 
. . . . . .... . . .. . . . . . . 



(Jeffress Prospect) 

TATE or fEX 
§ 

CO TY OF HIDALGO § 

This ssignment of il and Gas Lease 1s made this 
,1 ? 'It'-
') Ja~ ot ~ptc;m t:r, ~OU~ . but 

effecti e for all purposes as of the 7lh day of pril. 2005. by and between I \1P I ...:nlorallon 

H !dings. r P . whose address is 615 . Lpper Broadway. uite 1770. Corpus Christi, Texas 

7 477, hereinafter referred to as ·· \ssignur·. m favor of the parues t!t tonh n xlub1t ·· 

anached hereto and made a pan hereof for all purposes. such panies hereinafter collect1\eh 

re err d t . " .!\. iQnees". 

For and tn consideration of Ten Dollars ( 10.00) and other good and valuable 

consideration in hand paid. and subject to the reservations and exceptions belov.- . Assignor does 

hereby TRANSFER, AS lGN, and CO VEY to each Assignees, the interestS set fonh on 

Exhibit ''A" in the Oil, Gas and Mineral Lease described on Exhibit ''B" anached hereto and 

made a part hereof by reference (the '·Lease"). lt is provided, however. that the Before Payout 

(BPO) assignment of interest shall continue until Payout, as defined in the Prospect Panicipation 

Agreement (JeITress Prospect), dated April 7, 2005, and upon occurrence of Payout. the 

applicable fter Payout (APO) interest herein comeyed shall automatically revert to Assignor, 

and be divested out of Assignees. It is pro"ided that upon occurrence of Pa)OUl. Assignor may 

place of record in Hidalgo County. Texas an instrument executed by Assignor g1\mg notice of 

the occurrence of Payout, and that such instrument shall constitute constructive notice to all 

persons of the re ersionary interest hereb> reserved. 

I of 7 

. . ······ . . . . . 
• . . . . 

. ... . . . . . . 
.... . . .... 

• • •• . . . 
• • • 



assigns, an tnemJtn • ro.,alt: irnerl.!st in and to all of the oil, gas and other minerals produced 

and saved under the Lease set out in Exhibit .. 8" o ~0 o 11 1 8 )<th, r-a:,ihk 111 cenain k. ·: 

1.:mrl11:cc. a x\cll ..is ce rtain tlmJ parties. 

lt is pro" ided that in the event said Lease covers less than the entire mineral estate. or in 

the e ent that ssignor is vested with less than the entire oil and gas leasehold estme under said 

Lease, then the overriding royalty interest herein resen ed and the net re"enue interest herein 

assigned shall be proportionately reduced. 

The overriding royalt} interest herein reserved shall be calculated without deduction for 

the cost of compression, dehydration, separating. gathering, treating. processing, or otherwise 

making said oil or gas read)' for sale, but may be charged with transpon.atton charges paid to a 

third part) for transporting said oil and gas to the point of sale Assignor is granted the right to 

pool or unitize the overriding royalty herein reserved, but only to the extent permined in the 

Lease. 

[n the event that the Lease should for any reason terminate or be forfeited, and the 

signor or its successors shall obtain any renewal, e tension. or ne"" lease covering the same 

lands covered by the Lease, then in that e"ent the overriding royalty interest herein reserved shall 

apply to any such renewal, extension or new lease taken prior to the termination of such Lease or 

within one (I) year after the termination of such Lease. 

The rights assigned herein are express!, made subject to that cenain Prospect 

Participation Agreement (Jeffress Prospect). dated April 7, 2005, entered into b, and between 

Assignor and Assignees with respect to the Lease. 

2 of 7 
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TO HA VE AND TO HOLD said undivided interest in the Lease to Assignees and 

Assignor does hereby bind itself to warrant and defend title to said interest against any claims 

asserted by persons by, through and under Assignor but not otherwise. 

EXECUTED the date first above ·written. 

STATE OF TEXAS § 
§ 

COUNTY OF NUECES § 

LMP EXPLORATION HOLDIJl,GS, LP 
By its General Partner 
LMP Exploration Holdings GP, LLC 

By: ---+-'-!l( -~ rL-__ _ 
Name: Michael S. Pedro~t'--­
Title: President '\ ~ 

/ 2 J,,t' ..... 
This instrument was acknowledged before me on the ' 7 day of September, 2005, by 

Michael S. Pedrotti, President of LMP Exploration Holdings, GP, LLC, A Delaware limited liability 
company, as General Partner ofLMP Exploration Holdings, L.P., a Delaware limited partnership. 

DELIA M. McGRATH 
MY COMMISSION EXPIRES 

Augl/St 31, 2009 

3 of7 

' Notary Public, State of Texas 

• • •••••• • 
•••• • • •••• 

• 

• ••• • • • •• • 
• 
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XJUBIT" " 
Att.ichcd to and made a pan of that ccrt.im '\ss1gnmcn1 of Oil and Gas Lc.isc dated ettect1\C \pnl "', 2005 

b} and bct\.\cen LMP Exploration Holding~. L P and Magnum Producing. L P. ct al 

co.,,enn the Jettrcss Pros eel m Hidal o Count\ Texas 

l\ lagnum J>rod ucio , LP 
500 . horeline, te . 322 
Corpus Christi. TX 7 4 71 

I· c lderboff, P 
801 East California, te . 407 
Gainesville, TX 76240 

\\ illiam 8 . :\lill r 1' a m1l Propertie , td . 
O() horehne. te. 2400 

Corpus Christi. TX 7 401 

Da ni I \ . Pedrotti ii · ,a Prop r ti • Ltd. 
800 horehne. Le. 2400 
Corpus hristt . rx 7 40 I 

.J . \ . \le ullo u b 
615 .. Upper Broad""a)'. Le. IO 13 
Coprus Christi. fX 7 4 77 

riRock oerg), I e a oera l Partner hip 
600 Leopard, te I 00 
Corpus Christi.TX 78473 

Onoo Drilling ompan , L P 
~74 Flato Road 
Corpus Christi, T 7 405 

4 of7 

BP Wl 

4.95245'i'o 

5.00000% 

... . ...,62- % 

... 50000% 

0.:0000% 

1.~ 500% 

2.00000'Yo 

P WI 

.96 1960% 

... . 0 00 0% 

2.00 000% 

OAO 000% 

1A2 00% 

1.60 O/o . . ...... . . . . . . . .... 

. ... . . . .. . 
.... .... 

• ••• . . . 
•• • 



Jeffre) 1. ecker 
31 Camden Place 
Corpus Christi. TX 7 4 12 

L \IP Petrolcu m, lac. 
615 Upper Broadway, te 1770 
Corpus Christi. TX 784 77 

l ron\\ood xplorauoo , L · 
61 5 . Upper Broadwa:r. uue 1770 
Corpus Christi, TX 784 77 

Barnette Propcrti · 
o Coastcon Corporation 

2728 Airline Rd. 
Corpus Christi. TX 7 414 

eogcld, L.P. 
P. 0 . Box 1062 
Corpus Christi, T 7 403 

Momentum Enc rg Corporalioa 
P. 0 . Box 339 
Midland, TX 79702 

erdado LL 
20 East 5th treel, uite 1 100 
Tulsa, Oklahoma 74103-4439 

rijon F\.ploratioo, Inc. 
6 15 . Upper Broadway, wte 2040 
Corpus Christi, TX 78477 

ndcr~oo Oil, Ltd. 
5005 Woodway. uite J 10 
Houston, Texas 77056 

5 of 7 

0._00000 (Yo 0. 00000 % 

1.00000% 0.70000% 

1.00000% 0.70 0% 

2.00000% 1.4 000% 

I .OOOOO(Yc, 0. 0 0% 

7.000001% 4.90000% 

5.00000% 

l .OOOOO 'Yc1 0.70 00% 

5.00000'Yo .5 0% . . ...... 
• .... 
• .... 

... . . ... 
. . . . . . .... . ... . . . 
•• • 



\ ictoria I radiog ompao), 
P. 0 . Box I 077 
Edinburg, Texas 7 540- 1077 

·,din burg In, c,tmcot ompao , Inc. 
P. 0 . Box 1077 
Edinburg, Texas 7 540-1077 

outbwe l Oil aod Laod, lo . 
P. 0 . Box I 077 
Edinburg, Texas 78540-1077 

M.JR loH tmeol , td. 
P. 0 . Box 1434 
Edinburg. Texas 7 540- 1434 

M ako ommunication ', L 
P. 0 . Box 15 13 
Corpus Chnst1 , TX 7 403 

eisgcn Fxploration, Inc. 
1221 Lamar, uite 1177 
l louston. Texas 770 IO 

ro" Partner , Ltd. 
P. 0 . Box 5409 8 
Houston, Texas 77254-09 8 

\\ olfe Rudma n 
1700 Pacific Ave.. uite 4700 
Dallas, Texas 75201-4670 

Raptor loer , L 
3050 Post Oak Blvd., uite 460 
Houston. Te as 77057 

TOTAL: 

6 of 7 

"'.0000 °/o ... O/o 

1.50000% LO O/o 

l .500001Yo 1.0~ 00% 

0.70 00% 

2.00000% l.4 % 

2.00000°1<) 1.4 0% 

2.ooooocyo l.40000% 

l.40000% 

2.00000% l.40000% 

65.4999 0% 

• • ...... . .... . .... 
. . .. . . . .. . 
.... . . .... 

• ••• . . . 
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XHIBIT "8" 

ttached to and made a part of that cenain ss1gnmenl of ii and Gas Lease 
dated effective April 7, 2005 b, and between 

L 1P Exploration Holdings. L.P. and Magnum Producing, LP. et al 
covering the Jeffress Prospect. J lldalgo County. Texas 

Oil and Gas Lease dated pril 1, 2004 b, and between Juan Lino Garza and 
Guadalupe Garza. Jr., as Trustees (hereinafter '"Trustees") of the Garza Encrg) 
Trust of 1994 ( I I 04 I - , as Lessor and LMP Petroleum, Inc., as Lessee and 
recorded in Document o 13 8542. covering 176 acres of land, more or less. in 

Hidalgo Count, . Tex.as. 

Filed for Record 1n: 
HI d(ll!o Count!I 

7 of 7 

b!I J . D. Sal inas Il l 
Count!I Clerk 

On : Sep 21,2005 at 09 :0lA 

As o Re,:ord1ns 

eo~UMent HuMber : 
To,a.1 Fees : 

Receipt Nu~ber - 707734 
B!I, 

Mar!llou (ontu, OeP~t!I 

• • ...... 
• 
•••• . . 
•••• 

. ... . . . . . . 
• .... 

• • .... . ... . . . 
•• • 



U 111 ! ~ I II 
10 2005 015233' 

Recorded On: September 21 , 200! 

Parties : 

To 

Comment: ASSGN 

Recording 

Total Recording· 

26 00 

26.00 

Hidalgo County 
J . D. Salinas Ill 
County Clerk 

Edinburg, TX 78540 

Instrument Number: 2005-1523264 
As 

Recording 

... Examined and Charged as Follows: h 

Billable Pages: 7 

Number of Pages: 8 

***'*****- THIS PA GE IS PART OF THE INSTRUMENT ........... . 
Any prov1s1on herein which restncts the Sale Rental or use of the described REAL PROPERTY 

because of color or race 11 invalid and unenforceable under federal law 

File Information: 
Document Number 2005-1523264 

Receipt Number 707734 
Recorded Datemme September 21 , 2005 09 01 A 

Book-Vol/Pg BK-SC VL-3 PG-34935 
User I Station M Cantu - Cash Station 4 

Record and Return To: 
LMP EXPLORATION LLC 
615 N UPPER BROADWAY STE 1770 

OPERATING ACCOUNT 
CORPUS CHRISTI TX 78477 • • •••••• • .... . . .... 

• ••• . . . 
•• • 

• 
•••• . . 
•••• . . .. 

• • • . . . 
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LMP 
Daryl Morgan 
Texas General Land Office 
1700 Congress Ave. 
Corpus Christi, TX 77301 

JuJy 27, 2005 

LMP EXPLORATION OPERATING, LLC 
615 North Upper Broadway 
Wells Fargo Tower, Suite 1770 
Corpus Christi, Texas 78477 
Phone (361) 883-0923 
Fax (361 ) 883-7102 

RE: LMP Garza-State No. 2 Well and No. 1 Well 
State Lease Ml-104158, Hidalgo County, Texas 

Dear Mr. Morgan: 

LMP Exploration Operating, LLC ("LMP") has received permits to driJI Lhe above-referenced 
wells and will spud Lhe LMP Garza-State No. 2 Well on or before August 8, 2005. We expect this 
to be a 20 to 25 day well and LMP will lhereaf ler move Lhe rig lo the location for Lhe LMP­
Garza-State 11 well. We expect this well to spud on or before September 8, 2005. Enclosed for 
your records, please find for each proposed well, the following: 

1. Drilling (Turnkey) Procedure 
2. Proposed Wellbore Diagram 
3. Production Casing Design 
4. Surface Casing Design 
5. Railroad Commission Permit lo Drill 
6. State Water Board Letter 

Should you have any questions regarding thtS correspondence, please do not hesitate to contact 
our office at 361-883-0923 

Sincerely, 

LMP EXPLORATION OPERA TING, LLC. 

Y11 (~ 
Jeff Uecker 
Production Engineer 

Enclosures (12) 

. . . . . . . . . . . . . 
200)417 J 7 ,: I GI 
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DRILLING (Turnkey) PRO EDURE 

Garza tate # 1 
(10,7 -0 ' ick burg Te tJ 
Hidalgo ounty, Te a 

7/8/2005 

Orion " Eclip e', 

oastal G. G. Zamora # I TD: 12216' 

L - l-t-3/-t" hole to 2,000 ' . et 10-3/4" -t0.5# J -55 T 

1. MIRU. Ensure that 40 ' of 16" conductor pipe has been ruo and cemented to t-/-
40' B L prior to rig moving in. InstaJI 16" riser on conductor pipe for returns to 
shakers. 

2. Drill 14-3/4" bole to 2,000'. Take in lination surveys e ery 500' . 
hole, make short trip to the collars. Circulate BU. Drop urve . P 
and stabilizer . 

weep the 
H & LO bit 

J . RU to run casing. RU casing tools. Run 10-3/4" 40.5#, J-55 casing to TD. 

4. Cir & Cond mud be fore cementing. Displace cement and bump plug with 500 psi 
above differential pressure. Relea e pressure and eri fy that plug and floats are 
holding. 

5. Make cut on 10-3/4" casing. [nstall 11" !OM plit speed head. Test to 1,500 psi. 
NU 11 " lOM psi BOP stack. Test blind rams and BOP 's to 250 psi low and 
10000 ps i nigh. Test Hydril to 250 psi low and 3500 psi nigh. 

et 7-5/8' 33.7# P-110 LT& 

7. Pick up 9-7/8" bit and SHA. RIH with bit 

8. Drill float equipment and 5 fl of new hole. Test formation to 14.0 # MWE. 
Record leak-off if it occurs. 

9. Drill 9-7/8" hole Lo 6,600' taking inclination surveys every 500 fl Estimated TD 
mud wt is 13.0 ppg. 

I 0. After reaching casing point [6,600' ], circulate and clean mud, sweep the hole with 
viscous pi lls, short trip to shoe, and circulate clean. Record any trip gas or tight 
hole. trap out of bole to log interval . 

.. . ... • • • • • . • . . . • • . .. . • . • . . 
• • • •• . . ... • • . 



11. RU Schlumberger and run requested logs from 2,000' to 6,600'. RD WiL. 

12. RU Franks Casing Crew & run 7 5/8" 33.7#, P-1 IO LTC casing to TD as per 
casing plan. 

13. Circ BU and reciprocate casing as long as the drag allows. Cement as per BJ 
Cementing Plan. 

14. Land 7-5/8" casing. RU mudloggers. 

PRODUCTION INTERVAL 6600' TO TD: 

15. RIH with 6 Yz" bit and BHA. Drill 5' of open hole and test formation to 17.2 ppg 
EMW. Displace hole with OBM. 

16. Drill 6-1/2" hole to l 0, 750' (TD). Circ and condition mud to log. Strap drill 
string out of hole. Expected TD mud weight is 16.2 ppg. 

17. RU logging company and log well with triple combo. Once first log is on the 
bank, turnkey contract is complete and day rate begins. Complete formation 
evaluation. RD logging company. 

18. Rm v.ith drill string. Circ and condition mud to run casing. POH and LD drill 
pipe and BHA. RIH v.ith FS, two float joints, FC, and 4-1/2" 13.5# P-110 L TC 
with two marker joints in the string. Centralization procedure to follow after 
looking at log. Cmt csg in hole as per cmting rec. 

19. Install I I" !OM x 4- l/16" !OM tubing head. Test head to 8M psi. Install !OM 
psi dry hole tree. Clean out mud pits and release rig. 

•• • ••• • • • • • •• • • • • •• •• • • • • • • • • • •• • • ••• • • • 



Com letion lnformanon 

•• • ••• • • • • • • • • •• • • • • • • • • •• ... • • 

Garza State #1 
Prooosed WeUbore D1a1Jram 

TD: 10800' 

• • • • • • • • • 

OnUm Information 
Tbg Head: 11" 10M# X 4-t/16M 10M# 

18" Conductor @ +I- 40' 

10-314" 40.5# K/J-55 L TC@ 2000' in 14-3/4M hole 

roe @ssoo· 

7-5J8M 33.7# P-110 LTC@ 6600' 

-4-1/'Z' 13.5# P-110 L TC@ 10800' in 5.5" hole 
wl TOC @ 5600' 



~ Mt:V o,e . RI' 'lROAD COMMISSION OF T•'<AS 
OIL & GAS DIVISION 

. 
PERMIT TO DRILL, DEEPEN, PLUG BACK, OR RE-ENTER 

ON REGULAR OR ADMINISTRATIVE EXCEPTION LOCATION 

'ERMIT NUMBER DATE PERMIT ISSUED OR AMENDED DISTRICT 
553839 12/28/2004 04 

,Pl NUMBER FORM W· 1 RECEIVED COUNTY 
42 215 33277 11/18/2004 HIDALGO 

YPE OF OPERATION ACRES 
DRILL 176.00 

•PERA TOR 504593 NOTICE 
This permit and any allowable assigned 

LMP EXPLORATION OPERATING, LLC may be revoked if payment for fee(s} 

615 N UPPER BROADWAY STE 1770 submitted to the Commission is not 

CORPUS CHRSTI TX 78477 honored. 
District Office Telephone No.: 

361 242-3113 
:ASE NAME WELL NUMBER 

GARZA STATE 1 
)CATION TOTAL DEPTH 

6.50 MILES SW FROM MC COOK 11,000 
,CTION, BLOCK and/or SURVEY 

SECTION=> BLOCK => ABSTRACT=> 726 

SURVEY ==> J. MCMILLAN I w. D. PORCHMAN 11883 
:HANCE-LEASE LINES DISTANCE-NEAREST WELL ON LEASE 

288.00 F E - 659.00 F s N/A 

lTANCE-·SURVEY LINES 
288.00 F E - 659.00 F S 

READ IMPORTANT CONDITIONS AND INSTRUCTIONS ON THE BACK OF THIS FORM 
'LD(S) AND LJMITA TJONS 

•• THIS PERMIT IS GRANTED PURSUANT TO STATEWIDE RULE 37(H) (2) (A). •• 
•• CASE NO . 0240992 •• 

*WILDCAT 
*JEFFRESS (VICKSBURG 0) 
•JEFFRESS (VICKSBURG P) 
*JEFFRESS (VICKSBURG Q) 
•JEFFRESS (VICKSBURG S) 
*JEFFRESS (VICKSBURG T) 

II* II PRECEDING FIELD NAME INDICATES RULE 37 

** LIMITATIONS •• 
THIS WELL SHALL BE COMPLETED AND PRODUCED IN COMPLIANCE WITH 
APPLICABLE SPECIAL FIELD OR STATEWIDE SPACING AND DENSITY RULES. 

•• • ••• • • • • • • • • • • • • • •• • • • • • • • • • •• • • ... • • • 
. .. 



/ ' ·. J H.F:C'J:i"J T"P:DI 
t / DEPTt ~ USABLE-QUALITY GROUND WATER 1 lE PROTECTTD 

PLEASE READ ALL INSTRUCTIONS JAN 3 1 2005 
Th•~~._ In_ ........ _ ~ID"""'*"'".,.,..., ..... ...,..,,... ~ --fl)f ~ Of f,e fl:IITn ~-~-............... I 
your~ beQN Due IO tne VGlllN cl._~•""-. I IMlf be dllb.a b' IO "-'119 ....-,... nqo.- Com..... .,_ (.,.,..,.,....) b' 
,.ourlln. - _ ... ,op l ...... ollle ......,_ ... "'~- '°""'" wtlfl. nt• p IO IIIO --- llelow Ona~~ our,- ~,..,,.., ID ,all /IIW1lltll< 
'" IM tent IO Ille •~prt.Le d.alr1CI offlc:e of Ill• RaJrolld Comm Jon ln<rilld uall ..,.. enlltled to ,-quu t ..,d re••w 11\e r peraoru,J Inform ~ -•"t]I••••"" 119 
IOtm• T'!ey ,ray•~ have .,,Y enol'l 1'1 lll•r '1fOlmllllOII c:orrec:ted To,.. • .., auc:n lnfonnauon. oonlM:I u, • • 512123~282 If you have quHtlon, an how tor• OUI 11111 fom, 
o, allOul a Suttwu no prooram plw ... contaa UI . , 512/239-0515 

Surt.oe Cn1119 - MC 151 Date :J40M•Dj J 1, 'la£i" TCEQ Ale No.: SC-
TCEQ 

4990 

PO Box 13087 
Austin TX 78711 -3087 

,- - - - - - - - - - - - - - - - - -, 

~rrb .4vi b-M,w 3(,/- ~3-a:,2. 3 
Name of pe('IOO prepemg mil reqves1 & pnone No (Wdn area CX><fe) 

I~ 
I~ 
1::1 

r LmP e.w(orafiq~ ~60). LLC., ::i 

1i Company (opet1tor'1 name a, on RRC form W-1) _ I~ 
lol5 tJ.Uj)pKfi~,SudJ l1?D 

1
~ 

~~Md(- 111 • Ti ... 
C., ,-Pl.(5 l,A\.rT5h' 1 i -rl,47 7 I I 

Clly and Sta:. ZIP Code I _____________ _ ___ _J 
ALWAYS INCLUDE A MAP SHOWING YOUR WELL SITE AND ALL SURROUNDING SURVEYS 

~ 
z 
z 

~ 
ir 
a. 
a:: 
0 
w 

~ 

COUN"TY tJ JL-0&30 Survey Name CH . ~ 
Block No Town1hip Sec:tJOn or Suivey No ---- -
Abstract No A- 72,.t, LEASE Name G.42.zA: ~rA-n!: Well No ---L--
0111.a.nces, in feel, and d~ns measured at nght anglH from each of two interS&CtlnqQ Sectloo or O Survey lines 
(NOT LEASE LINES) At,: ,... rrom l::A'!>r fine aoo M59 r. trom ~ hne. 

Oistanoe (lo miles) and dlre<:rion from a neatby town In this County (name the town) fl 1 5 /HILB S .St',,tl'Ji.#uEsr6w,} 
0~ ti "t'ul< , 1t!"~A$ 

API • 
THE ABOVE INFORMATION IN THIS BLOCK MUST BE COMPLETE ANO CORRECT A, J 

----------------------- RRC Lene No. RRC Dist. No _v_ -r..,___ 
GPS Coord.(longllat 0t X-Y strta plane) 6-s- NAO 

Elevatlon 3bal ·.3" Total Depth Geologic Fm at TO _v ...... , ... , ... t ... 5 .... B....,.,V.a:.P..,.6..._ ______ _ 
Purpose of the Request l!!""New Drill O Ra-entry O Plug & Abandon o Other (spec•ty) -------------

Is this an a.mended request? o Yes 'tlf' No Previous F"e No for this well: SC- - -----------
O Log indUded of same or nearby well (The applicaole type o( welt log that shows the 1qurfefs. ) Plose P'O"lde a loalion m.., °' APII for 
allllehed log 

ALWAYS 1ttach the electric log of any well that is to be reentered 
Add1tion11 remaru. ____________________________________ _ 

,--------------------------------~r-----~~----------------------------------------------------------------

..!ll!,Q I 

w 
a: 
w,­
:x: ..J 
wz .... o _., 
a:.,, ~; 
I- IU 
o ~ 
Za:: 
oo 
0 ... 

To protect usable-quality ground water at th.is locabon, the TExAs COMMissiON ON EwvulONMENTAL QuAUTY recommends· 

.. -CO-HIDALG , SUR-MCMILLAN J.,LSE-GARZA STATB ,A-726 , #1/ 650 

The interval fro9 the land surface to a depth of 650 feet .u.t be p~otect.ed ._ -

Very truly ~ ,,..-----=, 

Rot>l'~~.~P. G. Januuy 24 , 2005 

Date 
Geolog.ist, Surf.ace Ca.sing. TCEQ typed by TCEQ 
HOre Unleu statlld Olhelwae, lnla recommeudnoo lnmnded ID apply only IO the subfecl wel and not tor ._,..._wide UM App<oval of lh• well-compleelon 
me1hoda fo< prolldion oflrl ~wa1artm unde<tnejurilldidlonof lheRailroed CommisM>nof Teus Thie recolNMfld.uon la ln1itnded lor--'dl1lltnf, 
production, and plugging operwt.lone only. It do«e not apply to u~dlwpoul operwtton. Into a nonprodllCttve tone (R.RC Form W· 1•). 

TCEQ-0051 (Rev. 02· 1l· 200J) 

• ... • . . . . • . • . • • . . .. . • . . . 
• . . .. . . . • . 

---



-~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~..,...,~~----, 

~tF 

VICTOR G. CARRJLLO, CHA!RMA.'I 

.MICHAEL L. WIWAMS, CoMMISSIONER 

ELIZABETH A. JONES, Co~tMISSJONER 

i?r? 
RICHARD A. VARELA 

DIRECTOR, OIL & GAS DIVISION 

FERMIN MUNOZ, JR. 

DISTRICT DIRECTOR 

RAILROAD COMMISSION OF TEXAS 
OIL AND GAS DIVISION 

LMP EXPLORATION OPERA TING LLC 
615 N UPPER BROADWAY SUITE 1770 
CORPUS CHRISTI TX 784 77 

July 20, 2005 

Re: Garza State Le&Se, Well No. 1, Hi;!algo County, Texas 

JUL 2 1 2005 

Pursuant to your request dated July 8, 2005, this letter will be your authority to set approximately 2250 feet 
of surface casing on the captioned well. Please note that a copy of this letter must be kept on location during all 
phases of drilling and/or plugging operations. 

You must comply with all other provisions of Statewide Rule 13 (b)(2). If cement is not circulated to 
ground surface while cementing the surface casing, you must promptly contact the District Director or authorized 
representative and follow the procedures as set out in Statewide Rule 13 (b)(2)(G)(iii). 

*Caution: If this well is being drilled for injection or disposal purposes, an application for an injection or 
disposal well permit may be denied unless surface casing is set and cemented through the entire zone of usable­
quality groundwater. 

It is requested that the Railroad Commission District Office be notified 8 hours prior to the time casing is 
cemented in this well. It is also requested that your representative provide the following information at 
notification; drilling permit number and Texas Commission on Environmental Quality usable quality water depth, 
and SC Number. 

AO/hs 

If further information is needed, please contact this office. 

Yours very truly, 

(il,~.Q ~ P. 'i'. 
Arnold Ott, P.E. I 
Engineer 

103:ilflt! •' •* P<':f OFFICE ~10307 * CORPUS CHRISTI, TEXAS 78460-0307 * PHONE: 361/242-3113 * FAX: 361/242·9613 
• •• : Jllp 8(1JnJS·298i ~ 'toy 512/463·7284 AN EQUALOPPORTIJN!TY EMPLOYER* http1/www.m:.state.tx.us 

• • • •• • • ••• • • • 



. 
• 

ORJLLJ (Turnkc ) PRO E D RE 

arza tate #2 
!L0,7 O' icksburg Te ti 
Hidalgo ounty, Te as 

7/8/2005 

Orion " lip e" 

reenbriar Zamora- tale #4 TD: l l,000' 

l . MIRU. Ensure that 40' of 16'' conductor pipe has been run and cemented to +/-
40' B L prior to rig mo ing in. Install 16'' riser on conductor pipe fo r returns to 
shakers. 

2. Drill 14-3/4" hole to 2,000'. Take inclination surveys e ery 500'. 
hole, make hort trip to Lhe collars. CircuJate BU. Drop survey. P 
and stabilizer . 

weep the 
H & LD bit 

3. R to run casing. RU casing to ls. Run l 0-3/4" 40.5#, J-55 casing to TD. 

4. Cir & Cond mud before cementing. Displace cement and bump plug with 500 p i 
above diITerential pressure. Release pre ure and eri ( that plug and floa ts are 
holding. 

5. M ke cul on I 0-3/4' ' casing. Instal l 11 '' I OM plit peed head. Test to l ,500 psi . 
N t 1 ' lOM psi BOP stack. Te l blind rams and BOP' Lo 250 psi lo" and 
I 00 0 psi high. Test IIydri1 to 250 psi low and 3500 p i high . 

. 7# P- llO LT& 

7. Pick up 9-7/8" bi t and BI LA. RIII with bit 

8. Drill float equipment and 5 ft of new hole Test formation to l~ .O # MW 
Record leak-off if it occur . 

9. Drill 9-7/8" hole to 6,6 O' ta.Icing inclination surveys e cry 500 ft. Estimated TD 
mud wt is l .0 ppg. 

l 0. After reaching casing point (6,600 ' ], circulate and clean mud, \.veep the hole with 
viscous pills, short trip to shoe, and circulate clean. Record an)' trip gas or tight 
hole. lrap out of hole to log interval . 

.. • ... • . . • . . . • . . . .. • • . • . • • . • .. . . ... . • . 



11. RU Schlwnberger and run requested logs from 2,000' to 6,600'. RD W/L. 

12. RU Franks Casing Crew & run 7 5/8" 33. 7#, P-110 LTC casing to TD as per 
casing plan. 

13. Circ BU and reciprocate casing as long as the drag allows. Cement as per BJ 
Cementing Plan. 

14. Land 7-5/8" casing. RU mudloggers. 

PRODUCTION INTERVAL 6600' TO TD: 

15. RlH with 6 Y," bit and BHA. Drill 5' of open hole and test formation to 17.2 ppg 
EMW. Displace hole with OBM. 

16. Drill 6-1/2" hole to 10,750' (TD). Circ and condition mud to log. Strap drill 
string out of hole. Expected TD mud weight is 16.2 ppg. 

17. RU logging company and log well with triple combo. Once first log is on the 
bank, turnkey contract is complete and day rate begins. Complete formation 
evaluation. RD logging company. 

18. RIH with drill string. Circ and condition mud to run casing. POH and LD drill 
pipe and BHA. RIH with FS, two float joints, FC, and 4-1/2" 13.5# P-110 LTC 
with two marker joints in the string. Centralization procedure to follow after 
looking at log. Cmt csg in hole as per cmting rec. 

19. Install II" 10Mx4-l/16" !OM tubing head. Testheadto8Mpsi. Install )OM 
psi dry hole tree. Clean out mud pits and release rig. 

•• • ••• • • • • • •• • • • • •• •• • • • • • • • • • •• • • ••• • • • 



Intermediate Hole: 

Production Hole: 

•• • ••• • • • • • •• • • • • •• •• • • • • • • • • • •• • • ••• • • • 

Garza State #2 
Logging Program 

Hidalgo County, TX 

I. 

I. 
2. 
3. 

Dual Induction Sonic 

Triple Combo 
Dipmeter/Sonic (Dayrate) 
RFT' s or cores as necessary 



Com letion Information 

•• • ••• • • • • • • • • •• • • • • • • • • • • ••• • • 

• • • • • • • • • 

Garza State #2 
Pronosed WeUbore Dianram 

TO: 10800' 

Drillin Information 
TbgHead: 1r10M#X4-1/16"10M# 

1 s~ Conductor @ +I- 40' 

10-3/4" 40 5# KJJ-55 L TC@ 2000' in 14-314" hole 

TOC@5600' 

7-5/8" 33.7# P-110 LTC@ 6600' 

4-112" 13.5# P-110 LTC@ 10800' in 6.5" hole 
w/ TOC @. 5600' 



DEPTH " USABLE-QUALITY GROUND WATER , _, dE PROTECTED 
PLEASE READ ALL INSTRUCTIONS 

The .,,onnel.On requested • euen In order'°' 111• •gency to provide .,, •ppropnate ruponH Pie•H •Jaw'°' rece,pt ol lh .. tom, n our orra, •• NIU! two wuk1 bef0<e 
your op«.tlOtl beiln• Ou• to lhe voilme ol lhHe requHll •t lfflH • m•y be dl!fcul for u1 to 111ndle te11pnone nqunu Comp.eta keep the botlom llleet (goldentOd) f0< 
your r.ie, and m•Jthe top 3 .~ .. 11 of lh• • ·•IIHt Ht of can>on·O•Cl<•d tonn1 wltll I map to 111• •ddreu below On• mHt beM!ng our rHponn"' oe returned to you Another 
"' be Hnl to Ille lppropnete dostnc1 ofra ol Ille R11'o•d CommlHoOO lnd,.,idu•II 11re ent(Jlld 10 request •nd rev,ew Iller p•non•I inlonn•uon 111•1 the •gency g• thera on u 
fonn1 They m1y 1110 111111 eny •m>n III Iller nfonn•IJOII c:omscted To re,,..., sucn nfO<M•LOn contad u1 •• 512/239-3282 If you lleve quHtion1 on how to r• out th11 fonn °' •bcxlt Ille Surlace CUnQ pt'OQIM'I please contact UI II 512/239-0515 

Surface Casing • MC 151 
TCEQ 
PO Box 13087 
Austin . TX 78711 ·3087 

Date I · 3 0:./ TCEQ Fiie No.: SC· 

1- - - - - - - - - - - - - - - - - -, 

N1me of peraon p(epanng 111,1 requeat & phone No (w th 1rH code) 

I 
I 
I 
I 
I 
I 
I 

r 

./I 

f£ I 7 JO 

7x 7 477 I I 
C,ty 1nd State ZIP Cod• I _________________ _J 

ALWAYS INCLUDE A MAP SHOWING YOUR WELL SITE AND ALL SURROUNDING SURVEYS 

COUNTY _, SuNey Name_.--;J"'----'-f_......;.~/T~}~---'"'/0.;;...;..l)~------------

Block No Township Section or SuNey No (or) Lot No --------,,----i 
Abstract No A· t /-.. LEASE Name ('..:..,., r .J.~ ~ Well No ~...,....,").._ __ 

1 

Distances 1n feet. and directions measured at nght angles from, e ch of two 1ntersect1ng O Se~1on or SuNey lines _ 
(NOT LEASE LINES) (' °' feet from line and ..:> 'I ~ feet from ---"'t::.=--___ line 

Distance (in miles) and direct1~n from a nearby town 1n this County (name the town) ~ rt1 1 /,., 5 re.; IN' 

THE ABOVE INFORMATION IN THIS BLOCK MUST BE COMPLETE AND CORRECT 
API # 

GPS Coord .(longnat or X-Y state plane) ._X_--"""-'---------
RRC Lease No RRC Dist No 

r . '""'- ,q ;; ] ;.;_ NAD __ _ 

Elevation ~C ,.. Total Depth Geologic Fm at TD V , t": ts bl.Lr,, 
Purpose of the Request : D' New Drill D Re-entry D Plug & Abandon D Other (specify) --------------

Is this an amended request? D Yes O"No Previous File No for this well SC- -------------
O Log included of same or nearby well (The appltcable t'ype of well log that shows the aquifers ) Please provide I ioc.tion m1p 0< API# for 
1tt.1Ched 100 

ALWAYS attach the electnc log of any well that 1s to be reentered 

Add1llonal remarks------------------------------------------,--------------------------------------- -------------

w 
a: 
W > 
J'.: ..J 
w z 
I- 0 _ w 
a: II) 

~ ~ 
I- w 
o ~ 
Z o:: 
o o 
o "" 

To protect usable-qualtty ground water at this locauon the I EXAS OMM1ss1os ON ENVlROS!l.fE....,TAL Q t,AUTY recommends 

~ 

T • .... 
nu lit!!. -: to a 

Vel) truly }OU~, j~ 
tr. • , :> • Decel:lb r 3 .., "4 

Date 

Geol ist, i.u ace 
0

1ng, TCE • • l}ped by TCEQ • • • • • NOTE "'• ted 0"1 rw,se r, mmend1110n 11 intended to 1pply only IO the subiect well 1nd not for lrH·wld• use Approv1I of the welt-completion 
math 1Cr r~! uon ,s ground w r f1 •• under the 1unsdiction of the Ra lrOld Commission of Teus This recommendation Is lnt1nded tor norm11 drllllng, 
production, 1nd plugglng operetlona only It doH not apply to u ltwatu dl1po11I operations Into a nonproductive tone (RRC Form W-1<1) 

Trs:n .nnc 1 ,o.w n, .1, ., nn,, 



••• • • • ,_ 
~'!.,i;~;.,.-. j I 2 · 2 ~2 g 1. RAILROAD COMMISSION OF TEXAS FORMW-1 Effl t°"°' _,,,.,..,:.42- . .t) OIL AND GAS DIVISION I ,= 
&~~· ..... ,. .... , •:64-ll'i 1 O' -2000' $200 2001'-WOO 1220 

APPLICATION FOR PERMIT TO DRILL, RECOMPLETE OR RE·ENTER 4001'·8000' 1250 >8000'· SJOO 
Rule 371.8 Ca• No.: El!p9di!N 6..w;e FM AOOll&O ,. • Rule ]7138 E-tion FM ADO l200 
1! RRC ep.n,r No.: 2. ()per•tof Nem• (• lhown on P-& Qronz&llon Report); 3. ()poralot AdclrNt (Include M'Mt. dfy, ~ I.Ip): ..... , UIP EXPLDRATK>N OflEftATINO lLC 111 N. Upper •rHCtw•r. IWt.1710 ru 110 RF.C.EIVED 4.L .... Name: Guult,111 \ 5.WolNo.: 2 Corp&&1 CMMI, TX 71471 

--J, , • ,,, Jl 1 ace Of TCXA > 
OEMERAL INFORMATION 

~~rq,, of Fllng (Mlinl AU. eppropri.lte bo.x.ee); e1. .. 0,1 o .............. o- O FleldT,-,. O Re-enuw Ut~ • I ·--

• •• orG O Amended CJ AtnHded n Drilllld (BHl) (Alao Fie Fom, W-10) •• <'_, ... ....v 

1. Wallbore ProtMe (Mane AU appropna .. tio...): l!l'v ... oaJ O Hcr1zontal (AIIO Fiie fo,m W·1H) O Olrecllonal (AIIO fh form W-10) o-
B. Total Vlt'tlc.al Depth: 9. Do you hive ti. rlgl,l to develop lir'Yn 0No 1 . II lhlJ Wiil aubtect lo Slltewot Fttlle 38 (hydrogen iUNldll 11N)? 0 Yes lll"No 
111100 mlnerll!_ wider~ r1gh! of WII..-? A 4 .:.-#. ! •.. . j 
SURFACE OCAT ANO CREAOI:! INFORMATION I W I I ''· 

·., • I II II fJ' . I 

11. RRC District No; 12, ~ty: H4ci.lgo V' I 13. Su'1ace L= 
. 

ei-r ... O Bayl4Niu.ty 0 "-nd _......._ 0 OtflhOt• • - -· 
14. Thia weit ii lo be located ••• mWn Ina louO'IWlat dlrtctlon from 11,C- which II Ile neereat IDM'I In lhe cou,tv 
15. s.ctioA; .,- l,. j 18. Bloek: 17.~y; ... 18.AbltrKtNo: J 19.0ltl.ince1Dnu1Ul 20. Nl,mt,., of o:>ntlguoui aa'N In iMu, , ,. w /· ,;,,,,, I .1. r· ,. ' •I A-728 , .... ~,,.'. Ml' __._. untt or Ll'llltzed tael: 171 

21. lNH Pllf09l"(l~a; _141' 1t.tom1te_Ea1 ,,.. ... _1000· I from lhl _Norit, ... 
22. SLW"f11v Pl!ll'--'lcuiara: .... It trnm tit ... ""''"" 1000' • from the . .... ..... 
2J. 1, ..... e pooled 111117 O Yu E!'No I 24. Unttiullon Dodi.et No: \ 25. Ate you applytng b" Stbtl9ndatd ~ FMlkl? O Yu (atiactl Form W-1A) ~ 
F1s=1 D INFORIIJ.TION list all fi .. d, of antic! - Wll:ludlna WUdc.t. Uat one rone WM, Abch.,, addltJOflal w-, OU ,. ffl0f9. I 
26. RRC 27. Field No: 28. Flald Na-Tia (uactly • lhor.w\ In ARC rtcorda) 29. Wei Type 30. Completion 31. Ot.lano1 lo 32. No. cl Wella 
Dlatrlct No. ""'" Nureat Well In INt on thll LMae In 

Ltate I RHOf\lOlr this Raaetvolr • • 00008001 v Wiidcat Wn 1112 .I'"'\ UOf\il. Oii/Gii . -.-.t1IOO' 1517' 2 
' • ........ Jeffl'N• (Vl~ T) Lf t,. I U"- -.,_ 1/d'J / l/t::, ~.t 0.. " 1000, 1111' 2 ' . 
i • .uoaoaoo v Jeff,H•, N (VII.Ng LU} lJ( d'1 Q'2.'2 It d) I u,,. ,,, A G~ ....... 1 IOOCI' HA 1 .. 

I •1. J ... .D 
BOTIONHOL£ LOCATION INFORMATION .. f'9qUlred for OfRECTIONIJ., HORIZONTAL., ANO AMENDED AS D PERMIT APPLtCATKlNS • Attlch FORM W-1Dl'FORM W0 1H u approprilii., 'I - ,iiBitfl&W: 

' ' 
'!{JJ'<P 

ldedarw undel" ps,,i,ltin Fl Sec. 11.143, T1a11 Nahnl RncucnCode, ttwt I am AIJlhorlied ID Ile lilt 'l 9J)pllealioo. t\91 Ns application wat prep.tree! by me Of &nlor my tuiieMlion iiind dlreclion, ltld llal lhlt Uta 

/ ~ 
... - ... , ........... """· ""'"'·"" "'"'"j "t).~ZF""'"''' 
... ftrey T. IJec:U, ~ I 1t/UI04 I 

( Name ol Reprnenlati'tll (Pr1nl) cite (mmlddlyy) ' 

~ __/' 
_SII-IU-0921 _Jeff@LMPe11P1orat1on.oom \ 
Telephone (AC ancs nt.mber) E-mail Addrht (OPTIONAL- II P'O'li<Md, ~11W 

208287 addreu Ml 1>ecom• par1or it.a pw,11c record.) 

1i9-ILIG1'1 
.. 
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J . Mc MILLAN J 
A- 926 

c ~ t~ 88 
ct" 8 ;, 

POR 43 I . 
I 

\ 

' N 

- - -.,_ 

N. SALINAS 
A- 72 

883 

~LDCA--;..~ 
I x- 2 ~l 165 

,.J McMIL AN~ -~ !?2 

:~ A-726 I I ---, I I 4() N:. • 
-1 l_ 

I 
I 
I Jeffrias~o No. 

176 k. Leaw 
Sl#ts al r-

POR 44 J. McMILLAN 
A- 658 

0 

~ 
d 

POR 45 

PLAT SHOWING LOCATION OF 
u.,p EXPLORATION OPERATING, LLC-JEFFR1ES- GAAZA STATE. WELL NO. 2. 

J . McMIUAN SURVEY, A- 726, HIDALGO COUNlY 
RAILROAD COMMISSION DISTRICT NO. • 

NOTE: Coordino<a - Stats al ruoa. Lomben Cnd, South z- . 
IWJ 1927, US. Fs.t 
(S) lrld,ct.n O ttoled ,,_,_ 

,._..,.. 
Boss .t' WMS/I £ng1n~ dn9 
~ So Alomedo SL 

Corpus Chnsll. Ta. 78,404 
(J61) 882-5521 (phon•) 
(l6 1) 882-126.5 (fox) 

Job No: 04()8.5 
•.'I~ S"'1~ .:..:- . • 1 "• I 000' 

•• • • • • • .. • • . • • • ... • 

••• . • • • 
• .. • 
• 

• 
• . 
. 
• 
• 

o.1 .. 1 1- 19.-0. 
en....n, Ho: 0408!l8 
Pfot.cal« 1 • 1 

~I ot l 



VICTOR G. CARRILLO, CHAIRMAN 

'MICHAEL L. WILLIAMS, COMMISS10,'ER 

' ELIZABETH A. JONES, COMMISSIO,'ER 

':"':l"Y 
'-' f.t.P 

RICHARD A. V ARE~ 
DIRECTOR, OIL & GAS DMSION 

FERMIN MUNOZ, JR. 

DISTRICT DIRECTOR 

RAILROAD COMMISSION OF TEXAS 
OIL AND GAS DIVISION 

. . :..;;-_- -

JUL 2 1 2005 

LMP EXPLORATION OPERA TING LLC 
615 N UPPER BROADWAY SUITE 1770 
CORPUS CHRISTI TX 78477 

July 20, 2005 

Re: Garza State Lease, \'fell No. 2, Hidalgo County, Tex:l!l 

Pursuant to your request dated July 8, 2005, this letter will be your authority to set approximately 2250 feet 
of surface casing on the captioned well. Please note that a copy of this letter must be kept on location during all 
phases of drilling and/or plugging operations. 

You must comply with all other provisions of Statewide Rule 13 (b)(2). If cement is not circulated to 
ground surface while cementing the surface casing, you must promptly contact the District Director or authorized 
representative and follow the procedures as set out in Statewide Rule 13 (b)(2)(G)(iii). 

*Caution: If this well is being drilled for injection or disposal purposes. an application for an injection or 
disposal well permit may be denied unless surface casing is set and cemented through the entire zone of usable­
guality groundwater. 

It is requested that the Railroad Commission District Office be notified 8 hours prior to the time casing is 
cemented in this well. It is also requested that your representative provide the following information at 
notification; drilling permit number and Texas Commission on Environmental Quality usable quality water depth, 
and SC Number. 

AO/hs 

If further information is needed, please contact this office. 

Yours very truly, 

Q~.JJl ~ \ p, ( 
Arnold Ott, P.E. 
Engineer 

1032fffi ~1 •* l'Ofl'OFFICE ~10307 * CORPUS CHRISTI, TEXAS 7846-0-0307 * PHONE: 361/242-31 IJ * FAX: 361/242-9613 
• •• : fD~ 8(11nJ5-298j O!j. ,ny 512/463-7284 AN EQUAL OPPORTUNITY EMPLOYER* http://www.m:.statc.tx.us . . . ... . . 
t;L. e e • 
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November l 6, 2006 

Mr. Mark Galloway 
Kerr- 1cGee Otl & Gas Corporation 
16666 Northchase 
Houston, TX 77060 

[ I \ ~ ~ [) 

JfRRY PA'l'TCR ON, OM 1IS 10 ER 

RE: tale Otl & Gas Lease ( i\1 -1< 41 'i , l 176 Acres Garza- late Lease, ll1dalgo & tarr Counties, TX 

Dear Mr. Galloway: 

Thank you for visiting, 1th General Land Office (GLO) staff yesterday and for the discussion of Kerr­
McKee's prospecti ve offset well obligation on the abo, e referenced lease Kerr-McGee's good-faith 
candor and prompt attention to this matter 1s acknowledged and appreciated 

As noted in our meeting, I reviewed the techmcal paper by Mary Lou Zoback and Mark D Zoback 
entitled "Tectonic tress Field of the Continental United tales." It was published m 1989 by the 
Geological Society of Amenca and may be found m Chapter 24 of Memoir 172. for your conve111ent 
reference, 1 have attached a copy to this letter. Figure I of the paper shows the direction oflhe maximum 
horizontal compressive stress in the tectonic plate in the Il idalgo and Starr Counties area. From Figure l, 
I estimate the maximum compressive stress axis to be about 46° from true north placmg 1t 111 a southwest 
to northeast direction. 

GLO staff offers the following for your cons1derat1on Ounng hydraulic fractunng, the induced hoop 
stress generated by the excessive nu1d pump-111 rate causes the rock matnx lo fad in tension 111 a ,crt1cal 
plane. The in-situ maximum compressive stress 111 the tectonic plate provides a counter-actn e force to the 
tensile force produced by the hoop stress. Thus as the hoop stress 1s increased by the higher pump-m 
rates, the maximum tensi le force occurs along the minimum compressive stress ax is (i.e. perpendicular to 
the maximum stress axis). When near well-bore failure occurs, the direction of rock matrix parting is 
perpendicular to the maximum tensi le force or along the maximum compressive stress axis. 

For this reason, GLO staff disagrees with the dramage radius polygon for the Garza Zamora Energ) Trust 
No. 3 well as shown on the map you provided al the meellng. For your reference, I have attached a copy 
of the map on which I have sketched the most likely direction of the fracture system generated by El Paso 
Production Oil & Gas USA (El Paso) during the hydraulic treatment/completion operation 111 well No. 3 
It was ind icated that the design half-length of the treatment was 500 to 600 feet. From the map, the 
southwestern design tip of the propped facture would be at or very near the shared boundary line with the 
referenced state lease. Further, we expect that because the propped fracture runs close to and nearly 
parallel to the red faul t 011 your map, U1e drainage area wi ll ultimately be a sem1-elliptical shape with the 
major axis running southwest to northeast. It is recognized U1ere is insufficient data avai lab le to more 
reasonably estimate ultimate recovery and better define the semi-elliptical dramage area. 

tephen F. A mun Building · 1700 N i rth Coni,:;rc \ vc:nue • \u.,t·n, TexJ, 78,01-1 ·l'J'l 

Post Oflict" Box 12871 · Au,rin, kx.1~ 18711 2873 

512 463-5001 • soo '><J8 -tC J O 

www.glo.,t tc.t.x.us 



Kerr McGee Oil & Gas Corp. 
November 16, 2006 
Page 2 of 2 

GLO staff recognizes that Kerr-McKee cannot be expected to secure a Railroad ommiss1on of Texas 
permit and drill an offset well to produce the gas/condensate reserves under the 1.35 productive acres of 
the referenced mineral classified tract. IIowever, it 1s for these si tuations that state oil and gas leases 
provide for compensa tory ro ya lty payment particularly when there are common lessees anti the state 
minerals wi II ultimately be drained and produced by the lessees at the existing well (1.e. the Garza Zamora 
Energy Trust No. 3 wel l). 

Absent evidence to the contrary, GLO staff believes the pressure transient generated by the 111itial 
production in lhe No. 3 well has already ex tended beyond the tips of the fracture system. For that reason, 
GLO staff believes that the referenced tract is currently affected by the No. 3 well 's production. Based on 
the evidence of record, GLO sta ff wi ll maintain a drainage claim even if Kerr-McGee opts to release the 
affected acreage in the referenced lease. Further, it is expected that the northeast portion of El Paso's 
356.74 acres mineral classi fi ed lease (MF-09 12 11) on Tract 883, A-726, Hidalgo County is also affected. 

In order to reach a settlement, GLO staff would offer the following three options for resolution: 

I . Kerr-McGee calculates a semi-elliptica l drainage area for ultimately producmg 5 x 109 CF (7 
x l 09 SCF of original gas in place) using local porosity and in-situ water saturations for the "T" 
sand. Suggest determining a minor axis half-length that yields a semi-ellipse area wi th a major 
ax.is of 11 00 feet (fracture length) plus the minor axis length to hold 7 x I O<i CF. Estimale 
average net feet of pay at 150 feet. Time rate the 5 x I 09 CF recovery over 10 years and 
calculate a pre-tax present worth at 5°/o value for the state's net revenue interest for cash 
settlement based on the referenced lease area's percentage of the total semi-elliptical area; or, 

2. Wait until sufficient production history 1s available to better define original gas 111 place. Then 
repeat the process noted in the above item I to estimate the semi-elliptical area and damage 
value. GLO staff wi ll recommend waiver of penalty due to Kerr-McGee's good fai th efforts. 
However, interest accrues by statute at 12° o annua l rate on unpaid royalties from I 00 days afler 
date of first production of the o. 3 well ; or, 

3. Kerr-McGee and El Paso cause the ti mely filing of a GLO application to pool the 1.35 acres 
from the referenced lease wilh 38.65 acres of the MF-09 12 11 lease with a commitment to 
begin the drilling and completion of a southwesterly offset to the Garza Zamora Energy Trust 
well No. 3 wilhin 3 months of approval of the pooling application or Kerr McKee pays a 
compensatory royalty as noted above. 

Please advise within 30 days of receipt of this letter what Kerr-McGee's preferred option is. I may be 
reached by phone at (51 2) 463-5326 or by e-mail at james.Irwin@glo.state.tx.us 

cerely, ~ 
-W.- /'1 . 
es M. Irwin, Jr., .E. 
oleum Engineer 

Mineral Leas ing/Energy Resources 

cc: Peter Boone 
Robert Batter/Louis Renaud 
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Tectonic tr field of th ontinental nited State 

M ary Lou Zobad. 
U.S Gcolog,cal Sun •ey. 345 Muidlefie/J Road. Menlo Park, Cal,fom,a 94025 
M ark 0 . Zoback 
Depanment of Geophysics, Stanford Un11•erslly, Stanford. Cal,fomt.a 94305 

AllSTRACT 

The orient.2tfon and relative magnitudes or in situ tec tonic s1rcss in the continent:11 
";.United Suites have been inforred fr~m a variety of indic:tlOfl, including earthquake foe2l 

iJ rpt\, i,. .. I.A- mech~ 1 .,slr~-Jnducoo'"dliptical bo('Chole enlargement (" breakouts"}, hydraulic 
' •• • w \ ... • 
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L •) frac uring stress measuremen ,, and young fault lip and volcanic alignments. TI,e data 
Y>.S .,-o , 

10
_ come from a wide range or depths co;1' <o 20 km) and have been assigned a quali ty 

(
O I ._, =t.> , ranking according to their reliability as tecto nic stress indie2tors. 1l1e daui show that 

' I regionaUy consistent orienl:itions persist throughout the scismic " brittle" upper crusL 

Stress provinces a re defined on tlle basis of uniform stress orientations and relative 
tress magnitudes (style or faulting). 

The sources or stress for. aU the major stress provinces arc believed. to be linked . ""'°t ' ~ 
cither•directly or indiFcctly to plate-tectonic process©.~o :or tl:ie ccntrnl and ea.stem 

.. United ~!3tes is part of a brond ~'midplate" strcsspr~cc (whicl1 includes most o r 
Canada and possibly the western Atlantic basin) cllllrncterii.ed by NE- to ENE-oriented 
maximum horiz.ont:11 compression. JJiis orientalion- rnnge coincides with boU1 absolute 
pWe., molion and ridge pu.sh directions or ortn Amen c:a. WiU1 the exceptio n or the San 
Andreas region and most of the Pacific Northwest are.a, U1e remainder of U1e wes1em 
United States (generally, the thermally elevated region from the high Great Plains to the 
west and including the Ilasin and Range province) is characterized by extensional 
tectonism. Within areas or " classic" basin-rnnge structure, both those currently active 
and those largely quiescent, the least horizontal stress is oriented approximately E-W 
(between WNW and ENE). In the Colorado Plate.au interior and tlle southern Great 
Plains, the least horiz.ont:11 stress is NNE, roughly perpendicular to that in SWTOunding 
areas. The state of stress in th~ two regions may be related to pronounced lateral 
variations in lithosphere tJtic.kness beneatl1 tl1em. 

New focal-medunlsm data in western W ashington and northern Oregon define a 
region of NE compression apparently associ:Jted with subduction of the JWlll de Fuca 

{ plate. In tJ1e coastal region or central California tJ1ere appears to be a zone spproxl-
r. mateJy I 00 to 125 km wide on both sides or the San Andreas fault in whicll the 
• maximum horizontal stress is oriented NE, nearly perpendicular to tJ1e fault itself. While 

compression orthogonal to the San Andre.as CauJt explains late T erti:lry-Quatemary 
folding and reverse faulting ubparaUel to tlle S an Andre:lS, this NE compression seems 
incompati"ble with right-lateral slip on the N40°W- tre.nding San Andreas CauJL The 
observed stress Ci Id, however, is consistent with current estimates of the direction of 
relative plate motions, provided th.at the shear strength of the San Andreas ls apprecia­
bly lower than the level of Car-field shear stress In the crust. 

Zoback. M L. and l.oback.. ~l D~ 1989, Tcc:toaic Wess lield o( theooollllall.ll Unncd Stata, 111 Pa laser, LC.. and Moon.ey, W. D~ Ocopbysial Crunewon o( 
the oo«umenta.l United Sl.llCS: Boulda, ColOBdo, Geological Society oC Amcria MemOU' 172. 
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524 Zoback and 'loback 

INTRODUCTION 

In this chapter we present an update of our earlier compila­
tion (Zoback and Zoback, 1980) of stress-orientation data for the 
continent.al (conterminous) United States. ln the earlier work 
we showed that the modem st.ate of stress has regional uniform­
ity and is primarily tectonic in origin The data we consider come 
from a wide range of depths and indicate consastent stress 
orientations throughout the upper crust (approximately the upper 
20 km). 

The data presented here are a subset of a new compilation of 
stress data for all of North America we are preparing for the 
Decade of North American Geology (DNAG) Neotcct.onics vol­
ume. Several changes have been made to our earlier compilation. 
The data base has been considerably enlarged, from 226 to more 
than 400 points, and we have slightly revised our critena for 
reliable tectonic stress field indicators. In addition, all of the dat.a 
points have been assigned a quality ranking, and a few points 
have been deleted from the origino.1 data set based on the revised 
criteria and quality-ranking procedure. This chapter focuses on a 
new, quality-ranked stress orientation map of the United States. 
A detailed listing of the individual data points in the new data 
base is not included here; it will be part of the DNAG Ncotccton­
ics volume. 

As we pointed out in our previous study, the stress data 
permit definition of stress provinces, regions charactcriz.ed by 
generally uniform stress orientations and relative stress magni­
tudes, or style of faulting. Our description and discussion of these 
stress provinces parallels the discussion in the seismicity chapter 
(Dewey and others, th is volume), which divides the United States 
into four major plate-tectonic provinces. Correlations between 
the stress field and plate-tectonic interactions and other regional 
geophysical parameters are also addressed. 

Principal stress orientalio rt irtdirotors 

Oat.a on principal stress orientations come from four main 
types of i~dicators: earthquake focal mechanisms, elliptical well· 
bore enlargemems, or "breakouts," in situ stress measurements, 
and geological data on young volcanic vent alignments and fault 
offsets. Tile assumptions, difficulties, and uncertainties associated 
with each type of indicator have been discussed earlier in some 
detail (Zoback and Zoback, 1980). One of the primary factors 
accounting for the marked increase in data in this compilation 
compared to our previous one is the large number of new orienta­
tions from wellbore breakout analyses (e.g., Gough and Bell, 
198 1, 1982; Dart, 1985; Plumb and Cox, 1987; Dart and Zo­
back, I 987). The physical process leading to the occurrence of 
these breakouts is now fairly well understood (Gough and Oell, 
198 1; Plumb and Hiclcman, I 985; Zoback and others, 1985a), 
and the widespread availability of data from wells dn11ed for 
petroleum exploration makes this t.cchnique a valuable data 
source in the new compilation. 

We have revised the age criteria for the geologic (fault-slip) 

indicators Previously, m the ea.stern United States we used faull 
offsets of Ten1ary or Quaternary age as compiled by Prowell 
( I 983) We have now restricted our cons1derat1on Lo faults in the 
eastern Unated States that show offscl5 of Miocene or younger 
strata. The age criteria for geological data from the western Unit­
ed States remains the same, < 5 Ma, although most data are 
younger 1han 3 Ma 

A new category of an situ stress measurements, petal center­
line or core-induced fractures (IS-PC, Table I), has been in­
cluded These planar, ven1cal or very steeply d1ppmg fractures arc 
observed in oriented cores and arc believed to be extensional 
fractures formed in advance of a downcuttmg drill b1~ their orien­
tation is thus thought to record the maximum horizontal com­
pressive stress d1rectton (Kulander and others, 1977, 1979, Dean 
and Overbey, 1980, Ganga Rao and others, 1979). Evans ( I 979) 
has examined oriented cores from 13 gas wells m Pennsylvania, 
Ohio, West V1rgin1a, Kentucky, and Virg101a. ,nd determmed 
petal centerline fracture oneotations for hundreds of meters of 
core for most well. The inferred maximum horizontal stress orien­
tations are consistent within wells, between nearby wells, and 
with adjacent hydraulic fracturing results and focal mechanisms 
(Bollinger and Wheeler, I 982), and so these data have been 
included in our compilation. 

In addition to enlarging the data sel, an additional contribu­
tion of this s1Udy is a quality-rankmg system that as int.ended to 
charactcriz.e bow accurately a parucul.ar dat.1 poant records the 
tectonic stress field. Four qualities have been assigned, A through 
D, with A the highest quality and D the lowesL Whenever possi­
ble, the quality ranking was based on a statistical analysis of the 
accuracy of the data. A brief discussion of the mionale for the 
ranking follows; a detailed description of the ranking for each 
type of indicator will be incl uded in Zoback and Zobaclc (1989). 

Io general, the A detcnninations come from averages of 
closely spaced data or from multiple and/or very high-quality 
observations at a single locality, We believe these data record the 
horizontal principaJ stress orientations in the upper crust (lo seis­
mogenic depths) to an accuracy of JJr to J ~0

• 

ThC"B determinations are intermediate in quality. Typically 
they represent one or two determinations al a single si te; they 
may be very high-quality determinations but lack the statistical 
strength of multiple measurements. Note in Table 1 that even a 
well-constrained single-event focal mechanism rates only a B qual­
ity, because of the uncertainty in inferring priocipaJ stress orienta­
tions from even well-determined P- and T-axes (cf. McKenzie, 
1969). The estimated accuracy of these B category stress orient.a­
t.ion determinations is between 15° and about :io0 ·U, 25°. 

The C quality determinations are the lowest qU;3-lity cnea­
surements considered to be reliable indicators of the orientation 
of the tectonic stress field (probably i.25°). Either these data have 
some inherent uncertainty or inconsistency in the measurements 
them.scJves, or there is not enough information available to con­
strain stress orientations accurately from the data.. Stil~ these dat.1 
are included in the compilation because we believe they provide 
some rel iable information about the stress field. 

LL RAN 0002813 
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Tectonic stress field of the continental U.S 525 

As indicated in Table I , two gencrnl classes of 1nforma11on 
arc included in the D quality ranking· (I) daUI that may be more 
1nd1ca1,ve of local rather than tectonic stresses (e.g., G-FS, IS-OC. 
IS-HF), and (2) single observa tions of questionable quality (FM, 
IS-00 , G-VA) or multiple observations at a single sa le with a 
broad scauer or bimodal distnbut1on of onentations (IS-BO, !S­
OC). For some pans of the world these dala may be the only type 
of information availnble; however, given the overall quality and 
densaty of the Un11ed States data set we see no reason 10 plot these 
questionable points. Thus, the stress map included in this chapter 
includes only A, D, and C quality datA. Although the 0-qualaty 
dc1ermina11ons are not ploued, they have been retained in the 
data base. 

STRESS MAP OF TII E 
CONTlNENTAL lJNITEO STATES 

Using the quality-ranked data. set desaibed above, we have 
prepared a map of maximum horizontal principal stress orienla­
tions (Fig. I). In regions of known or inferred extensional stress 
regimes, the stress axes plotted in Figure I are actually the inter­
mediate principal stress, S2. The length of the orientation arrow is 
scaled proportional to its quality, and the center symbol desig­
nates the type of stress indicator. To emphasize broad-scale orien­
tation pnlterns we have consistently plotted the maximum 
horizont.a.l compressive stress orienUltion regardless of the actual 
sUlte of stress (compressional or extensional) suggested by the 
indicator. The type of faulting or stress regime is given for each 
point in the det.a.iled data set included in Zoback and Zoback 
( 1989). Figure 2 is an index map showing the names of physao­
grnphic provinces shown on the stress rru1ps in Figures I and 3. 

Figure 3 is a generaliicd stress mnp showing average princi­
pal stress orientations, stress regime, and stress province bounda­
ries. The stress provinces are cbara.cteriz.cd by a relatively uniform 
stress field and stress regime. The boundaries between some prov­
inces are sharp (< 75 km; e.g., between the Rio Grande Rift and 
southern Gren.I Plains); between others, lhey may be broad and 
transitional (e.g .. about 300 Ian wide between the San Andreas 
and Cordilleran extensional stress provinces). 

Nearly all of the central and easlern United SUltes is charac­
tcriz.ed by a compressive stress regime (reverse and strike-slip 
fa ulting, with the vertical stress, S.., less than one or both of the 
hori.z.ont.a.l stresses); in these areas in Figure 3 the ma.xi.mum 
horizontal stress is indicated by inward-pointing arrows. Large 
pon.ioos of the western Uoited St.ates, however, are currently 
undergoing extensional tectonism (S, = maximum principal 
stress). For the known or ioferrcd extensional areas on the gener­
al ized stress map (Fig. 3), the orientation of the minimum hori­
rontal stress (S3} is indjcated by outward-pointing arrows. 
Regions dominated by strike~slip tectonism (S~ = intermediate 
stress), such as the San Andreas fa ult system, are obviously transi­
tional in character and typically contain evidence of reverse and 
some normal faulting subsidiary to the main strike-slip deforma­
tion. There are a few ex.amples of extensional (normal faulting) 

points in the areas of comprcssaonal lcctonics, however, we arc 
aware of no da1.a documenting maJor reverse foul ting (other than 
a M 3 7 reverse-faulting eanhquakc in nonhwcstem Arizona· 
Brumbaugh, 1980) within the areas of ex1ens1onal tectonics. 

OtSCussaon and descraptaon of the stress provinccs shown in 
Figure 3 arc d1v1ded 1010 four ~ lions covering the "plate­
lcctomc" provinces (San Andrea., •ransform, Rocky Moun1.am/ 
ln1ermoun1.ain mtraplale, Cascad1.. convergenl, and m1dplatc 
central and eastern United SUltcs) as defined and discussed in the 
chapter on seism1c11y elsewhere in this Memoir (Dewey and oth­
ers, this volume). The reader is referred 10 Dewey and others (this 
volume) for a de1.ailed summary of acuve deformation in these 
regions. The four major plate-tectonic provinces generally coin­
cide w11h stress provinces; however, several of I.he plate-tectonic 
provinces include more than one stress province. It is not our 
attempt to desaibe each stress province exhaustively; the reader is 
referred to our previous paper (Zoback and Zobnck, 1980) for 
funher description and discussion of these provinces, which we 
still consider generally valid except where noted. 

SAN ANDREAS TRANSFORM PROVlN 

This province accommodates most of I.he relative motion 
between the Pacific and North American plates. The dominant 
structural feature is the s.ln Andreas fault system, with deforma­
tion primarily concentrated along NW-striking, right-lateral 
strike-slip faults. Surprisingly, the overall orientation of the max­
imum horizon1.al stress (Sumu) in central Califomia is roughly 
northeasterly, particularly when stress indicators from right­
h1teral strike-slip focal mechanisms along the San Andreas fault 
system (with N-treoding P-a.xes) are ignored (Zoback and others, 
1987). The pattern of generally NE compression in cenlral Cali­
fornia has recently been confirmed by more than 100 stress­
induccd wellbore breakouts from the California Coast Ranges 
and eastern Great Valley area (Mount and Suppe, 1987; Mount, 
in press). These data are not shown in Figure I. Focal mecha­
nisms for moderate-size earthquakes in the cenLra.l California 
Coast Ranges- i.e., events that occur on faults subsidiary to and 
west of the San Andreas system proper-show a combination of 
reverse and strike-slip faulting with NNE- to NE- trending P-a.xes 
(Eaton and Rymer, 1989). Inversion of all these "off- San An­
dreas" focal mechaoisms in central California (including the 1983 
M = 6.7 Coalinga earthquake that occurred east or the San An­
dreas) to find a mean best-fitting deviatoric stress tensor (using 
the tochnique described by Angelier, 1984) yielded a rather good 
fit with a ma.xi.mum bori.z.ootal compressive stress direct.ion of 
N34°E. Similarly, focal mechanisms for events along the Coast 
Ranges-Great Valley boundary io north-o:.nlral California show 
reverse and strike-slip faulting with NE- to E-treodiog P-a.xes 
(Wong and others, 1988). In southern California, the direction of 
maximum principal stress is more northerly. Jones ( 1988) ana­
lyzed groups of focal mechanisms within 10 km of the fa ult and 
found P-ax:es trending generaJJy northerly, 60° to 700 oblique to 
the WNW strike of the San Andreas in this region. 

LL RAN 0002814 
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Zoback and Zoback 

TABLE 1. QUALITY RANKING SYSTEM roR STRC:SS ORIENTATIONS 

A 

Avorogo P-axis or formal 
inversion of four or more 
singlo--0vont solul!ons 111 
dose geographic prox1m1ty 
(at least ono event M24 .0, 
o ther events M23 0) 

Ton or more cistinct 
breakout zones in a single 
well w ith S.D. s,2• and/or 
combined longth >300 m 

Average of breakouts 
in two or moro woUs 
in close goographic proximity 
with combined length >300 m 
nnd S.D. S-12° 

Four or more hydrofrac 
orientations in single well 
with s .o .s,2•. depth >300 m 

Avorngo or hydrofrac orion-
tntions for two or more wells In 
dose geographic proximity, 
s .o .si 2• 

Average of consistcnt 
(S.D. ~ 12°) measuromenlS in 
two or more boreholes 
extending moro than two 
excavation radii from tho 
excavation wall, and far from 
any known local dlstvrt>anccs, 
depth >300 m 

Inversion of fault-, fip 
data for bost·fitting 
moan deviatoric stress 
tensor using Ouatcmary-ago 
faults 

B c D 

Won-<:0nstrained s1nglo--0ven1 S1nglo event solution Single composite soluuon 
solulJOn (~4 5) or ovorago of (coostra,nod by first 
IWO well-<X>f'lstrainod singlo--0vont motions only, often Poorly constrained s111glo 
solutions (M23 5) determined 
from hrst mobons and other 
methods (e.g ., moment tensor 
wove form modeling, or 
inversion) 

At least six distinct 
breakout zones In a single 
well with S.D.S20° and/or 
combined length> 100 m 

Throe or more hydrofrac 
orientations In a single won 
with S.D. < 20° 

Hydrofrac orientations In a 
single well with 20°<S.D.<25° 

Multiple consistent (S.D.<2<>-) 
moasuremenlS in ono or moro 
boreholes 0X1encing more than 
two excavation radii from 
excavation well, depth >100 m 

Slip diroction on fault piano, 
basod on moan fault attiwclo and 
multiple observations of tho sllp 
voctor. Inferred maximum stross 
at 30° IO foult 

based on autho(s evont wluuon 
qualtty assignment) 
(M 2. 2 S) Slngle event wlulJOn for M<2.5 

event 
Average or several 
well-<:<>nstralnod 
compos1tos (M >2.0) 

At least lour cisllnct Loss than four consistendy 
breakouts with S D.<25° onontod breakouts or <30 m 
and/or combined length combined longtn in a single 
>30m woa 

Broakouts In a ,Ingle well 
with S.D.~25· 

Hydrofrac orientntions In a Single hydrofroc measurement 
,inglo woa with 20-<S.D. at< 100-m depth 
<25°. Distinct hydrolrac 
orientation chango with 
dopth, doepost moasuro-
ments assumed vaftd 

Ono or two hydrofrac orienta-
lions In a single well 

Moan oriontahon of 
fracture, in a single 
well with S.D.<20° 

Average of multiple All near-surface moasuro-
measurements mado noar monts with S.D. > 15°, 
surface (depth >5-10 m) at depth <5 m 
two or moro locafrtios in 
dose proximity with All ,Ingle measurements 
so.sis• at depth 

Muluple measurements Multiple moasuromonts at 
at clopth > 100 m with depth with S.D.>25° 
20'<S.D.<25° 

Attitudo of fault and Offset coroholes 
primruy ccnso of sfip 
known, no actual sfip vecto< Quarry pop-ups 

Postglaclal surfaco fault 
offsets 
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TABLE 1. QUAUTY RANKING SYSTEM FOR STnESS ORIENTATIONS (oonunuod) 

A 

Volcanic Five or more Ouotomory vent 
Voot nl ignmonts or ·parollor dikes 

Alignment' w ith S D. < 12• 
(G.VA) 

S.D. • standard doviabon 

B 

Three or more Ouatomary 
vent nlignmont.s or ·parallel· 
dikes w,th S D <20• 

c 

Single woll~xposod 

Quaternary dike 

Single ohgnmcnt with ot 

least live vents 

D 

Volcanic alignment 

inferred lrom loss than 
fivo ven ts 

' Volcanic alignments must bo b3sod, in general, on five or more vents or cindor oonos Dikes must not bo intrvd1ng o regional joint sot 

Zoback and others ( 1987) cxplainod the observed stress field 
adjacent to the San Andreas as a consequence of several superim· 
posed effects: current relative plate motions (resulting in a com­
ponent of convergence across the San Andreas), extension in the 
Ba.sin and Range province to the ca.st, and a shear strength for the 
San Andreas fault that is appreciably lower than the level of 
far-field shear stresses in the crust The inferrod low shear strength 
for the San Andreas fault is consistent with the implication of 
relatively low beat flow all along the fault w ne (Lachenbruch 
and Sass, 1973, 1980). 

Toe western boundruy of the San Andreas province lies 
offshore somewhere within the Paci fic plate. Available stress in­
forrnlltion extends only as fa r west as the w ne of high seismicity 
associated with the fault zone itsel~ however, seismic reflection 
datD. indicate abundant late Neogene folds and fa ults striking 
subparallel to the San Andreas on the continental shelf (McCul­
loch. 1987). The boundary with the Ba.sin and Range province to 
the east lies somewhere within the seismically quiescent Great 
Valley because both young fault offsets and focal mechanism data 
indicate a combination of norrruil nod stnlco-slip faulting within 
the Sierra NevadA-Great Ba.sin boundruy w ne. Focal mecha­
nisms of the 1975 M c 5.7 Oroville earthquake, as well as smaller 
events in the western Sierra Nevada farther lo the south, consist­
ently show normal faulting on north·striking planes; 13-axes (as­
sumed to be approximately equal to the mruimum horiwolal 
stress direction) vary Crom N 15°W to N 11 °E (Lan~on and 
Butler, 1976; Eaton and Siroireoko, 1980; Eaton and others, 
198 1; J. P. Eaton, written communication, 1986). Within the 
cent.rnl Sierra Nevada block, a single hydrofracture measurement 
and geological observations of conjugate small-displacement 
stnlce~lip CauJt seu (Lockwood and Moore, 1979) suggest a 
strik~lip stress regime with a NNE to NE S1-tmu orientation. 
However, recent focal mechanisms from the Durwood Meadows 
area of the southern Sierra Nevada (35.92°N; l 183 l 7°W) indi­
cate nearly pure normal faulliog on N-S-st.rilcing nodal planes 
(Jones and Dollar, 1986). Similarly, Lake Tahoe is situated in a 
late Ceoowic N-S- striking grabco within the northern Sierra 
Nevada block. 

Deformation east of the Sicrran front (the western physio­
gmphic boundary of the northern Jla.sin and Range province) 
includes both strike-slip aod normal faul ting with a N to NNE 
Snmu orientation and is discussed in more detail io the next 
section. Bccause of the contrast between compressiono.J (strike­
slip and reverse faul ting) deformation in the California Coast 
Ranges aod the focal mechanisms indicating extensional (normal) 
faul ting within the Sierra Nevada and the paucity of data in the 
intervening Great Valley, we have approximated the eastern 
boundary of the Sao Andreas stress province along the axis of the 
Great Valley in cent.ml California.. In southern California, the 
Garlock fault and the western Mojave block contain strike-slip 
faults subparallel to the San Andreas system and are also included 
in the San Andreas stress province. 

ROCKY MOUNTAIN!INTERMONTANE 
INTR.APLA TE PROVINCE 

As the title implies, the deformation in the region included 
in this broad province occurs within the North American plate; 
however, it is strongly inUueoccd by interplate (specifically North 
American- Pacific plate) interaction. Geological data indicate that 
interaction between these two plates has beco a major factor in 
deformation of the region since middle Tertiary time (Atwater, 
1970; Atwater aod Molnar, 1973; Stewart, 1978; Eaton, 1979; 
Zoback aod others, 1981 ). Regionally high elevations (typicaUy l 
to 2+ km above sea level) wd a relatively thin crust ch.nract.eri.ze 
the entire region, from the Rocky Mountains west to the Sierra 
Nevada and Cascade Ranges. Various lines of geophysical data 
indicate that the source of this elevat.ion is an aoomalous warm 
upper mantle (or equivaleotly thin Litb~ here) (Thompsoo and 
Burke, 1974; Eaton, 1980). 

This plate-tectooic province includes three distinct 6tress 

provinces: Cordillera extensional, Colorado Plateau interior, and 
the southern Great Plains. lo our earlier work we attempted 
further subcuvision in the northern half of the region based on 
scanty and gcocrally poor-<tu.ality dat.a.. Toe current synthesis is 
substantially simplifiod. Note that the Pacific Northwest region 
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Figure 2. Index map showing pbysiographic provioocs. 

(including the Cascade convergent wne) tS covered separately in 
lhe next section. 

Cordiller ar, cxlCJisio11al proviflce 

On the basis of the current stress data set we have greatly 
increased the site of the "Ba.sin and Range/Rio Grande Rift" 
stress province to the extent that the earlier name no longer seems 
appropriate. The new simplified "Cordilleran extensional" prov­
ince characterized by WNW to ENE- trending Shmin orieot.atioos 
(Fig. 3) includes areas of classic "basin and range" structure 
(generally nonh-trending normal faults) in Nevada and pans or 
UU1h, Oregon, Arizona, New Mexico, Colorado, Idaho, and 
Montana, bul also includes adjacent parts of southwestern 
Wyoming and the Denver basin that do not exhibit characteristic 
basin-range structure and are considered pbysiograpbicalJy to be 
part of the Rocky Mountains. These latter rwo areas are tenta­
tively included io this Cordilleran extensional province because 
the data indicate horizontal stress orienUltioos cortSisteot with 
nearby regiortS of the Basin and Range and because available 
focal mechanisms (al though limited) suggest normal f.aulting. lo 
addition, these two u eas (as well as most of the rest of the 
Cordilleran extensional stress province) coincide with a broad 
rone of high regional elevation (sec the 1,100-m elevation con­
tour, Fig. l ) and beat flow (Eaton, 1979). 

The typically north-striking normal faults found within and 

bounding the range blocks throughout much of lb.is region indi· 
cate extensional lCClonism that began locally as early as 38 Ma 
{Elston nod Bornhorst, 1979; Reynolds, 1979; Zoback and oth· 
ers, 1981; Ruppe~ 1982). Deformation responsible for the mod· 
em physiography and structure in both the northern Basin and 
Range ("Great Basio"- primarily Nevada and western Utah) and 
the Rio Grande Rift pbysiogrnphic provinces is probably consid· 
ernbly younger, less than 10 Ma (Stewart, 1978; Zoback and 
others, 1981; Golombek and others, 1983). The southern Basin 
aod Range province (Arizona and southwestern New Mexico) 
ha.s been tectonically quiescent for about the past IO m.y. (Eberly 
and Stanley, 1978), although moderate, low-level seismicity still 
persists in this region (Brumbaugh, 1987). Areas of basin and 
range structure north of the Snake River Plain in Idaho and 
Mont.ana remain relatively active to the present time, as indicated 
by widespread evidence of latest Quaternary (I.a.st 15,000 yr) 
faulting (Scott and others, 1985) as well as the 1983 M = 7.3 
Borah Peak normal fault earthquake. 

As shown in Figure I , the data indicate S1 I.mu (intermediate 
principal stress) orientatiortS ranging between about N and NE in 
the Rio Grande Rift and most of the Basin and Range'province 
south of the Snake River Plain about 40°N. The data within and 
north of the Snake River Plain, southern Wyoming, and cast­
central Colorado indicate S11m.u orientations between N and 
NW. The least horiwotal stress (extertSioo) directions shown in 
Figure 3 are orthogonal to the orientations plotted in Figure l. 
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Figure 3. GeneraJa.cd 5t.rcss map for the coatioentaJ United States. Outward-pomung anows arc given 
for areas characterized by extension.ti deformation. lnward-poiating areas are shown for regions domi­
oatcd by compressional tectonism (lhrust and stnlcc-slip faulting). Stress provinces arc delineated by lhe 
thick dashcd lines: CC • Cascade convergent province; PNW = Pacific Northwest.; SA .. San Andreas 
province; CP = Colorado Plateau interior; SGP "' Southern Great Plains. 

There also appears to be a tendency for stress orient.atioos 
near the physiographic boundary between the Basin and 
Range/ Rio Grande Rift provinces and the Colorado Plateau and 
North Rocky Mountains province to be aligned paralld and 
perpendicular to the local trend of the boundary and often 
lOpography. 

A small local anomaly in this regional stress pattern occurs 
in the area directly north of Yellowstone where earthquake focal­
mcchanism data suggest approximately N-S extension (E-W 
SHmax orientations). This area, as well as part of lhe adjacent 
Idaho balholith, was included in the Hegben Lake/Centennial 
Valley stress province of Zoback. and Zoback ( 1980). Continuity 
of the regional S11mu orientations between N and NW around 
this local anomaly and a revision, based on surfuce..wave modd­
i.og (Patton, 1985), of the single focal mechanism in the Idaho 
b3tholilh, res11lted in elimination of the Hegben Lake/Centennial 
Valley stress province. Thus, in contrast to our previous interpre­
tation, it now appears that a region of relatively uniform, approx­
imately & W extensional stresses SWTOl1Dds the Colorado Plateau 
interior. 

The regional variations in the pattern of stress in the north­
ern Basin and Range province (Nevada and Utah) shown in 
Figure I are summarized in a recent paper (Zoback, 1989). Toe 

abundance of data in this well-studied area permit the est.ablish­
mcnt of constraints on the relative magnitude of the principal 
stresses, as well as on their orientations. As noted previously 
(Wrighl, 1976; Zoback and Zoback, 1980), the presence of both 
strike-slip and norm.al surface faulting a.ad focal mechanisms 
along the western margin of the northern Basin and Range prov­
ince suggest a stress fidd of the form: 

S , - S 11 ..... >>Siu- or 
S1 - S1 >>S3. 

ln such a stress field it is possible for normal, sttik.e~lip, or 
oblique fault sJjp to occur, depeodi.og primarily oo the orientation 
of the fault pla.ne (d. Angelier, 1979, Fig. 4). Thus, in many areas 
a variety of strike-sup a.nd oormaJ-faull.iog focal mechanisms are 
observed that are simply associated with slip oo preexi.stiog faults 
of varying orientations reactivated in response to the same re­
gional stress field. This appears to be the present situation ai the 
Nevada Tes! Site area in southern Nevada (Hamilton and Healy, 
1969; Stock and others, 1985). 

Detailed observations of faul ting in the region of combined 
normal and strike-slip faul ting along the western side of the prov­
ince (including the Sierra Nevada- northern Basin and Range 
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boundary zone and the Walker Lane belt of western Nevada, see 
Stewnrt, 1988) can constrain both stress onenta t1on and relative 
magnitudes. Limits on variations in the stress lield are simply 
illustrated with licld observations from a single site, the Owens 
Valley area of easternmost central California, the site of M - 7.7 
earthquake m 1872. Although a prominent NN W- 1rend1ng east· 
facing vertical scarp (typically I m high) was formed during the 
earthq uake, n rccen1 careful lield investiga1ion of lhe fault zone 
indicates that for most or the fault trace 1he dominant sense of 
offset was right-ln1erol strike-slip, with an estimated ratio of lat­
eral to vertical offse1 during the 1872 even! ranging between 4: I 
and 10:1 and averaging 6:1 (Beaoland and CIB.rk, 1989; Lubetkmn 
and Clark, 1988). For much of its length the fau lt trends NNW 
through Owens Valley, and is located 5 10 20 km east or the 
subpnrallel Independence fault, which is a part of the Sierrao 
front.al normal fault zone. late Pleistocene and lloloccoe slip on 
the Independence faull bas been dominantly dip-slip; no evidence 
of lateral slip has been detected (Gilespie, 1982). 

An analysis or stress and slip directions (Zoback, 1989) 
indicates that the two observed contrasting styles of offset on the 
subpnmllel faul ts can be explained with large fluctuations in the 
relative magnitude of S11mu· For a consistent Shm,n orientation of 
N800W (suggested from nearby data), the nearly pure normal 
dip-slip on the Independence fault requires that S11mu must be 
close in magnitude to Shmin (Sv >> S11mu - Sbmin), whereas the 
large componen1 or strike-slip oCfset on the Owens Valley fa ult 
zone in 1872 requires a regime in which S11m.u - Sv >> Sbnua· 

Thus, it appears tha1 the approximatly N-S-oriented principal 
stress (S1-1mu) has ruid large temporal fluctuations in relative 
magnitude, possibly accompanied by small horizontal rotations of 
the principal stresses. The time scale of these fluctuations may be 
tertS or thousands of years. 

Currently the Wasatch front region of oorth-<:eotral Utah 
appears to be one area wit.hin the Basin and Range province 
where the two borizonlJII stresses ruive approximately equal mag­
nitudes (Sumu - Snmin). Evidence for this comes from conflicting 
hydrofracture orientations from nearby wells (Haimson, 1981, 
1984; Zoback, 1984, 1989), stress magnitudes measured by hy­
draulic fracturing (Uairnson, 1984, 1985), poorly defined and 
inconsistently oriented wellbore breakouts (Zoback, 1984), and 
nearly pure normal dip-slip on faul ts or a wide variety or treads 
(both surface-slip vectors and focal mechanisms) (Zoback, 
1983, 1984, 1989). Superposed striae on a fault surface near Salt 
Lake City indicate temporal variations, suggesting that the mod­
em stress regime charactcriz.ed by approx.imntely equal borizootal 
stresses (S11aux ... Shmin) may not be the representative long-term 
pattern or stresses in this area (Zoback., 1989). 

Colorado Plaleou in terior 

The available data, though rather sparse, indicate that the 
interior portion or the Colorado Plateau is characterized by a 
distinct WNW S11mu: orientation, orthogonal to that in the sur­
rounding Cordillcrao extensional province. New focal-mechan-

tSm from the Plateau intenor, however, suggest that the stress 
regime is extensional (Wong and Humphrey, I 989) and not 
compressional as previously reported {Thompson and Zobacl , 
1979, Zoback and Zoback, 1980) These new, small-magnitude 
events show pnmarily normal faulting with some shallow stnke­
slip faulting events (Wong and Humphrey, 1989) True tectonic 
compression (reverse fa :.:ltmg) tS observed only in an area of 
rela11vely shallow (generally, <3 km), apparen11y mining-induced 
seismicity in east-central Utah, and P-ax~ w11hin this region 
show a 50° variation m strike (Wong, 1985) 

The previously proposed compressive Plateau interior stress 
regime {Thompson and Zoback, 1979, Zoback and Zoback, 
1980), which was based primarily on the mining-induced events 
in east-<:cntral Utah and relatively shallow strike-slip stress indica­
tors in the Rangely/ Piccance basin area of northwestern Colo­
rado, now seems best reinterpreted as an extensional stress regime 
charncterized by a combination of normal and strike-slip faulung, 
albeit with local vanations in relative stress magnitudes. The 
difficulty in interpreting the tectonic stress lield in this region and 
understanding the apparent variations in the stress lield may be 
related to generally low differential stresses suggested by the ab­
sence of major faulting or seismicity within the Plateau interior 
(Zoback and Zoback., 1980). All the data do, however, convinc­
ingly demonstrate that the maximum horizontal mess m th is 
region is WNW, approximately orthogonal to that io the sur­
rounding regions. 

This stress province is distinctly smt1.ller than the Colorado 
Plateau physiographic province, as Basin and Range-style exteo· 
siooal tcctooism bas encroached upon the margins of the Plateau 
proper (Best and Hamblin, 1978; Thompson and Zoback, 1979; 
Zoback and Zoback, 1980). The transition between the Cordil­
lemn extensional province and the Plateau mterior may be quite 
broad (100 to 150 km), particularly in Ariz.ona where the nearly 
orthogonal S1-1 mu orientations of the two provinces are observed 
in d osed proximity in several areas (sec Fig. I). Aldrich and 
Laughl in (1984) have studied the plateau interior boundary in 
westernmost Ariz.ooa and New Mexico and have suggested that 
it is coincident with a 50-km-wide Precambrian province 
boundary. 

Soutliern Great Plains 

The southern Great Plains stress province appears to form a 
bouada:ry zone between the active extensional tcctooism of the 
western Cordtllera and the relatively stable midplate region of the 
central and eastern United States. Contrasts in stress orientations 
and a consistent indication of extensional tcctooism (basaltic vol­
canism and normal fault focal mechanisms) di.stioguisb this area 
from the relatively stable midcootinent regioo adjacent to the 
east. 

This province generally coincides with the major topograph­
ic gmclieot (about 100 m/ 225 Ian) separating the thermally 
elevated western Cordillera from the midcontiocnt area. A lack of 
data preclude delineation of the northern extent of this province; 
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however, on the basis of stress oncntauons, the Denver basin area 
of ccntrn l Colorado docs not appear to be part of this province 
Changes in crustal 1h1clncss arc not sufficient to explain thas 
ma1or topographic gradient in the southern Great Plains area 
(Brailc, this volume), thus much of the decay in topography IS 

probably due to eastward hthosphcnc th1cl enmg beneath the 
central United States (Zobacl and Lachenbruch, 1984, Iyer, thas 
volume) 

PAClf'J C NORTII W • ANO ASCAOE 
ONVERG NCE ZONE 

The active andesitic volcanoes of Ll1c Cascade Range are a 
manifesta tion of subduClton of the Juan de Fuca or "Ca.scadui" 
plate. In early Tertiary time the Juan de Fuca plate was being 
subducted beneath most of the western Cordillera of Canada and 
the United St.ates (Atwater, 1970, Engebretson and others, 1984). 
The convergence rate between the J uan de ·uca and North 
American plntes, however, was greater than the spreading rate 
nlong the J unn de Fuca- Pncific ridge (East Pacific Rise); hence 
the Junn de Fuca plate was gradually consumed. bnnging the 
North American and Pacific plntcs into conlJlct The relative 
motion between the Pncilic and North American plates resuhed 
in development of the San Andreas and Queen Charloue (Can­
ada) transfonn systems beginning about 30 Ma At present these 
transform systems dominate the 2,600-km Pacific- North Ameri­
can plate boundary between Ala.ska and the Gulf of California. 
The Cascade volcano chain extends roughly 1,000 km from ML 
Lassen io California Lllrough Oregon and Washington to Gan­
baldi Peak in southern British Columbia. Thus, the current zone 
of subduction represents less than 40 percent of the length of the 
western North America plate boundary between Mexico and 
Alaska. 

Whereas the volcanic belt appears to be a clear indication of 
subduction, supporting geophysical data are more ambiguous. 
The trench offshore is poorly developed bathymetncally and 
seismically, although refraction data clearly indicate its presence 
(Taber, 1983; Taber a_nd Smith, 1985). Deep earthquakes (> 30 
km) do occur beneath northwestern Washington and southern 
British Columbia; these arc pnmarily oonnal-faulung events be· 
lieved related LO the bending in the subducted slab (Taber and 
Smith, 1985). The subduction w oe may be poorly defined geo­
physically because of the limited sii.c of the subductcd plate and 
its extremely young age (oldest magnetic anomnlics in oceanic 
crust at the current "trench" location are only 9 to 10 m.y. old). 

Evidence on the state of stress in the crust of th.is region is 
sparse and restricted to relatively few upper-crustal earthquake 
focal mechanisms and volcanic vent alignments, most of which 
indicate a roughly N-S S11mu orientation io central Oregon and a 
NNE orientation in southern Washington (Fig. 1). However, 
Riddihough (1977) bas estimated the Juan de Fuca- North Amer­
ican convergence direction to be N500E; geodetic data Crom the 
Puget Sound region indicate a muimum compressive strain ac­
cumulation in a N7 l 0 E ± 6° direction (Savage and others, 1981 ). 

The extStmg data, together with the lack of focal mechantSms 
from the coastal regions of Washington and Oregon, led previous 
worlers to include that tJ1c entire Paci fic Northwest region IS a 
single stress province characteriz.cd by N-S compression (Smith, 
1977, 7...obacl and Zoback, 1980, Sbar, 1982) and apparently 
unrelated to the NF-SW convergence with the Juan de Fuca 
plate. Recent data., however, suggest rcmterprctallon of thas 
region 

Cascade com•ergent zone. Weaver and Smith ( 1983), 
Yelm and Crosson ( 1982), and W~ vcr and others (1987) have 
presented focal mecllanisms in western Washington and Oregon 
with distinct northeast-trending (average about N400E) P-axes. 
These mechanasms are all strike-slip events; one is beneatll Puget 
Sound (Yelm and Crosson, 1982) and several occur along the 
90-km-long NNW trending SL l lelens seismic zone along the 
west side of the Cascades (Weaver and Smith, 1983; sec Dewey 
and others, th is volume). A common characteristic of all these 
southwestern Washington and northwestern Oregon strike-slip 
earthquakes is that one of the ooda.l planes strikes between N-S 
and N20°W. Thus, it is unlikely that these events could be con­
sistent with the general pallern of N-S compression inferred from 
events Carther to the cast and from volcanic vent alignments to tl1e 
south. Several focal mechanisms in southern Vancouver Island, 
Canada also indicate NE to ENE compression, suggesting that Llle 
Cascade convergent zone may extend into southernmost Canada 
(sec Fig. 3) (Adams, 1987). 

Weaver and Michaelson (1985) and Weavcr and Smith 
(1983) have suggested that the subducting J uan de Fuca plate 
beneath the Pacific Northwest may be divided rnto two segments 
separated by a broad NE-striking boundary between ML Hood 
(Oregon) and ML R.ainicr (Washington) Differences in ca.rth­
quake dtStnbuttoos and late Cenozoic and Quaternary volcanism 
led Weaver and Michaelson (1985) to suggest rcl:uively low­
anglc subducuoo and strong coupling ao the northern segment 
(resulting in the observed NE compression) in contrast to the 
southern segment where the subducting slab may have broken off 
and coupling between the two plates is weak. Thus, the observed 
NE compression in western Washington may define a distinct 
stress province characterized by strike-slip fa ul ting and a NE 
Sumu orientation related to J u.an de Fuca- North American 
convergence. 

Pacific Nortl,wesl The balance of the Pacific Northwest is 
included in a stress province cllamcteriz.ed by N-S compression 
but whose boundaries are poorly defined. As discussed in Zoback 
and Zoback ( 1980), defonnatioo in this region consists of both 
strike-slip and reverse focal mechanisms and la te Tertiary to Qua­
ternary folding along E-W a.xcs in the Columbi.a basin to the cast. 

The N-S orientation of the maximum horizontal stress indi­
cates that the state of stress in this broader region, eocomP3SSing 
most of the Pacific Northwest, may be more controlled by the 
largcr scale transform motion between the Pacific a_nd North 
American plates than by the J uno de Fuca- North American 
coovcrgeoce. Spence ( 1989) has suggested that collision of the 
northwestward-moving Pacific plate with the Gorda- Juan de 
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Fuca-Explorer plate system causes northward compression of 
thtS offshore plate system that IS transferred to the ovemding 
North Amencan plate, creating the N-S compression an the Pa­
cific Northwest. 

MIOPLAT CENTRAL ANO EASfERN 
NITEO AT • 

Consideration of available focal mechanisms, an situ Slress 
measurements, and geological observations led Sbar and Sykes 
( 1973) to suggest that an area extcndmg from west of the Appa­
lachian Mountaans to the middle of tl1e conlinent from southern 
Illinois 10 southern Ontario was charactenzcd by a relauvely 
uniform NE- 10 E-trending maximum compressive stress. Addi-
11onal hydraulic fractunng stress measurements an the Grca l 
Lakes area by I laimson ( 1977) fonher documented the consistent 
NC to ENE orientation of the maximum horizontal stress in the 
midconlinenL Expanding on this, in our 1980 paper we con­
cluded that a large ponion of the central U.S. (roughly from the 
Great Plains east to the Appalachians) was characterized by a 
relatively uniform compressive stress field with a S11mu oriented 
NE to ENE. Thus, in addi tion 10 the uniformity of stress orienta­
tion, there seems 10 be uniformity of relative stress magnitudes. 
New data have expanded this province Lo include much of Can­
ada (Adams, in press) as well as the eastern seaboard of the 
United States (Zoback and others. 1986). 

The data available for the eastern seaboard region as of 
1980 consisted primarily of young fault olI.sets and some poorly 
constra ined earthquake focal mechanisms and ambiguous hy­
draulic fracturing data. The largest and most consistent body of 
data was Lhe young reverse faults on the Coastal Plain (Prowell, 
1983; Weotwonh and Mergner-Kccfer, 1983). These faults typi­
cally strike N to NE. dip steeply, and offsel sedimentary rocks of 
Late Cretaceous to Miocene age. Because of the poor exposure of 
these faults, only lhe vertical component of offset is generally 
detected. However, true offsets, when observed, are typically dip­
slip (0. Prowel~ oral communication, 1984), although ounor 
lateral orTsets of both right-lateral and left-lateral sense have been 
reported 

The general N 10 NE strike of the faults w1lh Miocene and 
younger oliset led Zoback and Zoback (1980) and Wcntwonh 
and Mergner-Kccfer ( 1983) to suggest a NW Snmu direction for 
the Atlantic Seaboard. Further support for a distinct "AtJAntic 
Coast" stress province came from a compilation of earthquake 
focal mechanisms near the New York:- New Jersey ara that coo­
sistently indica ted reverse faulting on NE-striking nodal planes 
(Yang and Aggarwal, 198 1). 

A large body of new data are incompatible with a separate 
Atlantic Coast stress province cbaractcriz.od by NW compression. 
The new data include a lll.Ige number of wellbore breakouts both 
onland aod on the cootioenlal sbelf (Plumb and Cox, 1986; Dart 
and Zoback. 1987); in situ stress (hydraulic fracturing) studies at 
several localities (Zobaclc and others., 1985b; M. D. Zoback aod 
others, 1986); and better coo!trained eanhquake focal mecha-

nisrru, r3rt1cularly for the New York New Jersey area (Sebo­
rosl...1 and others, 1982, lloulday and others, 1984, Qu1umeyer 
and others, 1985; see also 1he discussion of 1he nl1d11y of SQme of 
the earlier focal mechanisms an M L ZobacL. and others, 1986, 
p. 307) and the Charleston area (falwana, 1982) Analysis of 
rather variable focal mechanisms an lhe New England area indi­
cates a mean best-filling regional stress lensor wath an S11mu 
onen1.a11on of abou1 E-W (Gephart and Forsyth, 1985) Thus, 
the bulk of the data consis1ently andacate a S11mu onentataon of 
NE to nearly E-W for the eas1em seaboard and continental shelf 
(Fag. I) 

We have reuuned an the data set stress onentalaons inferred 
from the young reverse faul ts that 01Ise1 Miocene and younger 
rocks. These data, a la rge number of which are an eastern Virginia 
(note the small area with NW compression andica1ed on Figs. I, 
3), appear incompauble walh lhe new dala on the regional stress 
field Because most of these faults strike within 20° or less of the 
inferred Sumu direct.ion (based on nearby wellbore breakouts in 
northwestern Virginia, and West Virginia), it is unlikely lhal this 
incompaubility can be explained by large amounts of undetected 
strike-slap movemenl on these faul ts. 

Thus, stress orientation data from the Great Plains east to 
the Atlantic continental margm indicate a genernJly consistent 
S11max orientation between NE and E and averaging about ENE; 
a similar pauem is noted throughout most of Canada (Gough and 
olbcrs, 1983; Hasegawa and others, 1985; M. L Zoback and 
others, 1986). This compressive midplate stress province may 
also extend eastward throughout much of the western Atlantic 
basin, based on a few focal mechanisms from that area (M. L 
Zoback and others, l 986), most notably 1he 1978 Dennuda nsc 
event w1tl1 a P-UtS oriented N60°E (Stewart and llelmberger, 
l 98 1; Nishenko and KaJka, 1982). 

SOURCES OF STRESS 

We bchevc that the majority of lhe broad, regioraally um­
form in situ stress field, as mapped with the vanous types of 
indicators. is tectonic in origin. Discussion of the sources of stress 
can be neatly divided into two broad regions a central and east­
ern United Stales rnidplate region and the weslem Cordillera 
region (western Great Plains and regions to the west). 

Cmtral and wst_un Unilttf Stales 

k meouooed above, the central and eastern United SUltes 
appear part of a broad midplale compressive stress province th.al 
includes most of Canada and possibly also much of the western 
Nonh Atlantic basin- lo within about 250 km of the Mid­
Allantic ridge (M. L Zoback and others, 1986). S11mu orieola· 
lions within lhe province vary between NE and E and avernge 
about ENE. While localiz:ed stresses may be important in places, 
the overall uniformity io the midplate stress pallem suggests a 
far-field source. k the North American plate essentially laclcs 
any attached subducting slab, the most likely plate-driving forces 

- - - -- --
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are ndgc push and basal drag It LS unlikely 1hat 1he stress field an 
the ccn1ral and eastern Un11ed S1.1tes LS anOuenc:cd by any restSt1ve 
shear forces on 1he San Andreas trarLSform, shear slresses gener-
11ted by Pacific North Amencan 1n1eracuon are probably not 
1ransm1t1ed through the 1hermally weakened, acuvely deforming 
wes1ern Cordi llera. 

Reding ( 1984) anvest1ga1ed 1he slate of stress an the North 
American pla1e w11h a sangle-pla1e elastic finite-element analystS, 
u.,;ing bolh ridge-push models (1n which ridge-push forces were 
d1stribu1cd over the oceanic lithosphere) and dnvang basal-drag 
models Net torque on the plale was ba lanced by resLSUlnce pro­
vided by e1Lhcr pinning the wcsLcm plate margin or by 11.llowang 
resistive basal-drag forces (in the ridge-push case) The predicted 
maximum horizontal stress oncn1.a1ions were ENE, in good 
agreement wi1h the observalJons, and were nearly 1den11cal for 
both Lhe ridge-push and driving basal-drag models. Thus, the 
stress oncntallon data base for the Norlh Amcncan plate does not 
allow di.scriminat.ion betwoen these two models. 

Nevertheless, there are two general observations that lead us 
to prefer ridge push over basal drag as the primary source of Slress 
in the midplate region. ln a lower-mantle reference frame, cra­
tonic North America is moving southwesterly (Minster and Jor­
dan, 1978). Minster and others ( 1974) noted that the speed of a 
plate varies inversely with ilS cont.inent.nl area and suggested that 
deep roolS beneath continenlS increase the basal drag and hence 
slow the la teral movemenL Drag-related compression associated 
with thick cra1onic lithosphere moving southwesterly through 
relatively passive asthenosphere presum11bly would be most pro­
nounced along the lc.adLng southwes1em margin of tbe craton 
(southern Great Plains area). I lowever, the observed N-S exten­
sional stress reglffie m the southern Greal Plains stress provmce 
demonsll'tlles U1at drag-related compression at the leadmg edge of 
the conlJnent is not occumog. Furlhermore.. setSmic activity 
generally increases from west to eas1 within the craton (from 
Great Plains region east) rather than decrease from this "lcadrng 
edge," which would appear lo argue agrunst anomalously high 
compressive stress associated with the motion of the North Amer­
ican lithosphere with respec:1 lo the asthenospbere. 

Western United S tates 

The st.a te of stress in the western United States IS believed lo 
be closely linked to plate interactions along the western margin of 
the continent, presently the NW-directed relative motion or 
the Pacific plate with respecl to the Norlh American plate and the 
NE convergence becween the Juan de Fuca and North American 
plates. Prior to the late Cenozoic devdopment of lhe Sao Andreas 
transform faull (post-30 Ma), subduction occurred beneath much 
of the western United St.ates (Atwater, 1970; Atwater and Mol­
nar, 1973; Engebretson and olhc.n, 1985). Extensional tectonism 
io the Dasin and lunge and Rio Grande Rift provinces aod 
regions north of the Snake River Pla.io was initiated during this 
period of subduction, pri.marily in a.n "intra-arc" setting, as in­
ferred from contemporaneous calc~atuhne magmalism (Eaton, 

1978, 1979, Elston and Bornhorst, 1979, Reynolds, 1979, 
Zob:id .. and other1, 1981) ThtS earlier history of subdua1on aod 
extensive invasion of the western United States ltlhosphere by 
magmallSm profoundly influenced the lithosphere and upper­
manllc structure of the region as inferred from the regional topo­
graphic high, which begins in the central Great Plains and extends 
westward to include the Sierra Nevada range (see 1,100 m con­
tour an hg I) ThtS elevation anomaly LS probably best developed 
in the northern Basin and Range, where bro:id regions or crust 
with a thickness of 30 to 33 km stand al an average elevation of 
about 1,700 m above sea level. In areas w11hin this elevation 
anomaly where thermal cquilibnum has probably been oblllined 
(not.ably the Basin and Range and Rio Grande Rift province, and 
excluding the Sierra Nevada and Colorado Plateau), heat-Oow 
values are high (averaging 80 to 100 m w/m2) (Lachcobruch and 
Sass, 1978) 

It appears that the modem st.ate of stress throughout the 
western United States LS influenced not only by prescnt-<1ay plate 
mot.ions., but also- Ill some complex manner- by lateral varia­
tions io upper-mantle structure th.at arc probably rcJated to earlier 
plate intero.ct1ons. Two regions charactenud by extensional tec­
tontSm onented nearly orthogonal to surrounding regions, the 
Colorado Plateau interior and the southern Great Plains., arc both 
areas or proposed rdativcly abrupt lithospheric thickening (Po­
ro.th, I 971, Thompson and Zoback, 1978; Zoback and Lachen­
bruch, 1984; Iyer, this volume). The least horizontal Slress 
oricnt.ntion in both these regions tS generally perpendicular to the 
extension dU'CCtlon to the surrounding actively extcodUlg areas. 

Of course, the most obvious Ollloifesllllon of the influence 
of modem plate rntcractions is the deforrnallon along the San 
Andreas £aulL The relative LranSform motion between the Norlh 
American aod Pacific plates results io a strike-slip slress regime. 
Based on global plate lcincmatics for the last 3 m.y., Minster and 
J ordan ( 1978) predicted a relative velocity in central California 
between the Pacific Norlh Amcncan plates of 56 i 3 mm/yr, 
N35° i 2°W (RMl); they estimated the actual sltp vector from 
Holocene geological data in the same region to be 34 i 3 mm/yr, 
N4 IO ± 2°W (Minster aod Jordan, 1984). locludmg estimAtes of 
BasLn and Range extension, Minster and Jordan (1984) con­
cluded that deformation west of the San Andreas fault must 
tnclude 4 10 13 mm/ yr of crusw shortening orthogonal to the 
faulL As noted above, regional earthquake, geological, and wcll­
bore breakout dat.a m the Coast RA.oges both ea.st and west of the 
fault suggest a general NE-SW trend for Sum.ax, approximately 
perpendicular lo Lbe Sao Andreas.. The compression across Lbc 
Sao Andreas fault may be related to a change io relative motion 
between the North American and Pacific plates tied to recent 
changes in the absolulc motion of the Pacific pl.ate (Cox and 
Engebretsen, 1985; Pollitz, 1986). Cox and Engebretson (1985) 
indicated that there has been a 17° clockwise rotation of the 
Pacific- North American relative motion vector in the past 5 m.y., 
which would result in a component of convergence across the 
San Andreas in central California. 
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DI C SSION 

The stress dnLn base has been sagrnficantly improved as a 
re.suit of several fnctors First, the c.st.abhshmcnt of wcllborc 
breakouts as reliable tndacators of honzonuil stress oncnta t1on 
(Bell nnd Gough, 1979, Gough and Bell, 198 l , 1982, l11cl man 
and others, 1985, Zobacl.. and others, I 985a) has greatl) in 
creased the size of the dala base, pan1cularly for the eastern 
Umtcd States These data are 1nlcrpreled from h1gh-resolut1on 
d1pmcter logs, 1 log frequently run 10 petroleum cxploral1on 
wells, or from acousllc borehole tcleviewer logs, a less widely 
used but more scnsu,ve instrument (Zoback and others, I 985a} 
In each well, the st.a t1St1cz1 weight of muluple detenmnallons of 
stress onenlalions, often made over a significnnt range of depths, 
makes 1h1s technique ooe of the best tndacators of honwnla1 stress 
onen1.a11on. Thus, this stress indicator oCTers the opponurnty 10 
obuun, relatively inexpensively, high-quali ty new dat.a on stress 
orientalions wherever there u e petroleum exploration wells 

A second factor thnt has greatly improved lhe cl.ala base IS 

lhe introduction of the quality-ranking system (Table I}. The 
significance of single poin ts in areas of spnrsc data coverage is 
now much clearer. ln addition, interpretation of sometimes con­
fl ict ing dam in regions of dense coverage is also simplified. 

The use of higher quality earthquake focal mechanisms has 
also improved lhe cl.ala base. Better constrained mechanisms arc 
freq uently reponed no w as a result of the use of wave-form 
modeling (both body and surface waves}, P/SV ra tios, and sys­
tematic grid searches seeking all possible solutions. Whale all 
lhese tools help to improve the focal mcchnnisms, the inherent 
ambiguity in iofemng stress orienta tion from P- and T-axes re­
mains a problem. 

The pattern of stress provinces inferred from lhe new data 
base arc somewhat simplified from our earlier study, bolh in the 
western and eastern Unilcd States. One of the most sagnificanl 
changes m our io terprctauon of the stress da ta IS the elimination 
of an Atlantic Coo.st stress province charaaeru..cd by NW com­
pression. The new cl.at.a. indicate a remarkable uniform Snmu 
orientation (between NE and E) for all of the U.S. east of the 
Great Plains, including lhe contineolal margi n. This uniform 
midplale stress province includes most of Canada east of the 
westernmost Cordillera. 

Tertiary vertical offsets on generally NE-striking steep re­
verse faults in the Atlantic Coast.al Plain repon.cd by Prowell 
( 1983) are inconsistent with this uniform mid plate NE to ENE 
S11mu orienLatioo. As nolcd previously, their strike precludes 
their activation as primarily strike~lip faul ts even if large lateral 
offsets on these faults have gone undetected. Al present we can 
oCTer no good explanation for these NW~lrikiog reverse fa ults 
other tbnn to note lbal nowhere hnve these young faults been 
identified as being seiscrucally active. ll bas been suggested that 
they may represent deformation in 111 earlier stress regime; how­
ever, we consider this highly unlikely as the inferred source of the 
broad midplate stress field is believed to be plate LeCtooic in 
origin, and there have not been major changes in pl.ate geometry 

tn post·M1occne Lame Most of these young fault ofT~lS have been 
observed near the Fall Lane, the boundary between the coast.al­
plaan sediments and basement of the Piedmont, generally a maJor 
break m topography Possibly th~ pnmanly venacal oCTscts on 
sleep faul ts parallel to lhc Appalachian trend are I result of the 
same mechanism responsible for a hypothesized young uplift of 
parts of the Appalachian MounLaans (llacl... I 979) In the central 
Virginia area where the faul ts are best documented, focal mecha­
nisms of m1croearthqua\..es seem Lo 10d1cate both N - and NW­
stnking }•-axes (Munsey and Bollinger, 1985), although there has 
been some dispute of the validity of lhc composite mechanisms 
w1lh NW P-axes (Nelson and Tai want, I 985) 

CONCLUSIONS 

An almost two-fold rncrease m the number of dala po1nlS 
subst.antiates earlier studies that 1nd1ca1e regionally uniform stress 
orienLations throughout the upper crus, These dalA and adoption 
of a qual ity-ranking system have enabled us to modify and 
somewhnt simplify previously defined stress provinces in the con­
tinenllll Unilcd Stales. The most impon.anl differences between 
this data compilation a_od iolerprelcd stress provrnces reponed 
here and those of Zobaclc and Zoback ( 1980) are as follows: 

I. General ENE compression associalcd wilh the midcon­
tinent stress field now appears lo extend all the way lo the Atlan­
tic contioenLal margin and possibly well into the western Atlantic 
basin. A distinct Allanoc Coastal Plain stress province (character­
ized by oonhwest compression) is not supported or Justified by 
the available data. 

2 Oala definmg NE compression assoaatcd wilh subduc­
ducuon of the Juan de Fuca plate are observed in western 
Washington and Oregon, and these areas make up the Cascade 
convergence zone Stress province. 

3. The extensional stress field assooated with the Basin a_nd 
Range and Rio Grande Rift is now observed 10 central Colorado 
and western Wyoming. Thus, an approxunately ErW-oneolcd 
cxtenstonal stress field is generally assooated with the broad up­
lifted region of the western Cordillera and may completely sur­
round the Colorado Plateau. 

4. The previously reponed WNW S11mu orientation 
within the Colorado Plateau interior bas been further substan­
tia ted; however, the plateau interior now appears to be character­
ized by an extensional, not a compressive, Wess regime (Wong 
and Humphrey, 1989). 

Earthquake focal mechanisms, geological, a_od wellbore 
breakout cl.ala adjacent to the Sao Andreas Ca ult suggest generally 
northeast (fauJt-oormru} compression in central California, in 
conlraSt lo a N-trcoding Sumu: orientation that would be inferred 
from the right-lateral stnlce--slip faul ting along the NW-striking 
fa ult itselL The fault-normal compression may be the result of 
very low shear strcogth on the San Andreas fault coupled with a 
dockwise change in Pacific-Nonh American relative pl.a te mo­
tion in the past 5 m.y., as welJ as extensional processes in the 
Basin and Range. 
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In many regions the subslantially enlarged data set oonfinns 
the generally brood-scale, tectonic ong1ns of the stress field in the 
various provinces defined. The expanded data set also defines 
numerous localized, relatively small-scale variauons an the stress 
Ocld within individual provinces. Improved resolution and fut ure 
study of these variations will yield new insight into the forces that 
deform the crust. 
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Figure I. Map of maximum horironfat compressive stress orientations. Solid lines define 
province boUDdarics shown in Figtirc 2. Quality of dat.a indicated by weigh! and lco 
dcscnbcd 111 the text, three qualities (A, B, C) arc plotted. Dashed line marks the 1,1 m elevation 
c:ootow based on 1 ° average elevations. The dot-<lasb line offshore from the eastern United St.aleS is the 
200-m ba.thymctric contow, 1-pproximating the shelf-slope break. 

,. ,. 

Ll RAN 0002817 
06/97 

...., 

' 
' 

Tectonic stress field of the continenlill U.S 529 

80°W 

I t 

. \ { 

' \ 

.... , ---

70°W 60°W 

. 
{ 

/ 

81.> w 

M,. t il.,. , , :,,, , 
0 

<D ,5. 7-i, 

{.!) 4S
0 Nf 

Q) "ft-.:,• N i: 

~ I"! • 14" 
© 41 '- .s·"c 

0 500 

KILOMETERS 

/ 

MAXIMUM HORIZONTAL 

COMPRESSIVE STRESS 

--o-- FOCAL MECHANISM 
--0--- IN SITU STRESS 

GEOLOGIC 
)( BREAKOUTS 

- ~ Ap,o f A ( o..., JY t1 t.4 

N E 

LL RAN 0002s1s 
Qi, / 97 

, 
c.J () A. 



2003800 X/Y: 
Feet 

Garza- Zamora Energy Trust 

~ 5 
10500 

ZAMORA STATE 

3 

ZAMORA STA TE 
2 

278400 10600 

zwat1 @ DT08239 
11 /13/06 09:33: 16 

10650 

2003800 

ZAM E ATE 

10300 

JEFFRESSJ D 
e 1 

4165 

23 Acres 

q2,1 S))Jtlt... 

;t , < ti- ,' d .A .-,..c.> 

MORA STATE 
ts. 2 

4610 

GARZA STATE 
~ 2 

10750 

Gana State 

-<>- 3 
10828 

GARZA STATE 

12216 ~ l 
11000 

Anadarko Petroleum 

Flores & Jeffress Fields 

Starr & Hidalgo Counties, Texas 

0 

Scale - 1 :6000 

500 1000 
Group: US State Plane 1927 
System: Texas South 4205 

Datum: NAO 1927 (NADCON CON US) 
Ellipsoid: Clarke 1866 

X(Min,Max): 2002933.70 2008768.98 
Y(Min,Max): 2n274.16 282428.23 

Latitude(Min,Max): 26.429502 26.443680 
Longitude(Min,Max): -98.491035 - 98.473201 

1500ft 

Vx T Drainage Radius Polygons for Offset Locations 

N 

A 

278400 



0~, 
,,i< N Qff;fJ l(ls'?S 
~[~fr]<iA<-Wt~ 
Date F11-::tl......,___ -f--fti;~,E:,__ ___ _ 
~ rauer:)on, Commissioner 

.... 

-. 



DEC- 12-2006 18: 18 FROM : T0 :512 475 1543 

f!QJ KernrNtGee 
Kerr-McGee Oil & Gas Onshore LP 

16666 NORTHCHASE • HOUSTON, TEXAS 77060 
261 -673--6000 

P.2"3 

OIL & OA:1 O N:SHORe, LP' 
MMlK GALLOWAY 

PltONltl 21 11'13-Mllil 
f ollX. 2a116r.s..&53 

Tcxns General Land Of'fice 
Attn: Mr. James M. Trwin, Jr. , P E . 
S tephen F. Austin Building 
1700 North Congrnss A venue 
Austin, TX 78701 - 1495 

December 12, 2006 

Re: State Oil & Oas Lease (MF l 04 l 58), 176 Acre." Gar-La-State Lease, Hidalgo & Starr 
Counties, TX 

Deur Mr. lrwin: 

Tam in receipt o f your letter of November 16, 2006 with reference lo our isit to your 
office on November 14, 2006. 

One of the options thut you hu<.l given us is to pool the 1.35 acres f'rom our lease MF-
10415 with 38.65 acres from the uorthcast portion of El Paso' s Oi l & Gas State Lca::;c MF-
09 121 1 und dril l u well to sutisfy the tiAl-.et obligutions for both leases. l have spoken with El 
Paso, ru1d they RIC io agreement. to pool the acreage to which you referred which should suttsfy 
the offaet (lb ltgations from the Gara Zamora. Energy Trus t #3 for both of our leases. 

l am in the process of getting the information together to file the application for pool ing 
lhe two lec.isel:l. El Pul:lo ~ operator il:l working on the well proposal now, and wc should have the 
information concerning the well that the application calls for inn short period o f ti me. We will 
fi le the applica tion for pooling ·with your office as soon as possible and ask that you give us 
sufficient time in order to file the opplicntion. It is my understanding from yo ur letter thar we 
would then have 3 months after the Approval of the pooling appl ication to begin the drilling and 
completion o f the well 
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... ~-·. 

Thank you for working with us lllld you consideration in this matter. 

cc: George Self 
EI Paso Production 

Ladell Collier 
GLO 

V cry truly yours, 

~~ Mark Galloway 
Landman 
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~ E. Patterson, Commi, . .s.c,:;er 

~\~~~~~~~~~~~~~-

• 
! 
• 



... 
• • • .... 

• 

• • • • . .... . ...... 
• • 

... . . . . .. 
• ...... . . 

" 

~ / Kerrl\ltGee 
Kerr-McGee Oil & Ga On hore LP 

16666 NORTHCHASE • HOUSTON, TEXAS 77060 
281 -673-6000 

OIL & GAS ONSHORE, LP 
MARK GALLOWAY 

Texas General l and Office 

Alln: Mr. Jame ' M. Irwin, Jr., P. E. 
Stephen F. Austin Building 
1700 North Congress A venue 
Au tin, TX 7870 1-1495 

December 12, 2006 

PHON[ 281/613 8653 
r AX 2811673-<1853 

Re: talc Oi l & Gas Le Gart.a-S tate Lea e, I lidalgo & Starr 
aunties, TX 

Dear Mr. Irwin: 

I am in receipt of your letter o f ovcmbcr 16, 2006 with reference to our vi it to your 
office on November 14, 2006. 

One of the options that you had given u i to pool the 1.35 acre from our lease MF-
l 04 158 wi th 38.65 acres from the northeast portion of El Paso's Oil & Gas State Lea c MF-
09 I 211 and dril l a well to satisfy the offset obligations for both lea cs. I have pokcn with El 
Paso, and they arc in agreement to pool the acreage to which you referred which should sati ·fy 
the ofTsct obligations from the Garia Zamora Energy Trust #3 for both of our leases. 

l am in the proce ,, of gelling the infonnat1on together to file the apphcat1on for pooling 
the tw lea e . El Paso a operator is working on the well propo al now, and we should have the 
infonnation concerning the well that the application call for in a hort period of time. We will 
file the application for pooling wi th your office as soon as po ible and ask that you give us 
sufficient time in order to file the application. It is my understanding from your lcllcr that we 
would then have 3 month an.er the approval of the pooling application to begin the drilling and 
completion of the well 



. . . . . . .... .... . .... 
. .... . ...... . . 

. . . . . . 
. ...... . . 

Thank you for working wilh us and you consideration 111 this matter. 

cc: George Sci f 
El Paso Production 

Ladell oilier 
GLO 

Very lruly your • 

~~ Mark Galloway 
Landman 
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December 7. 2006 

Mardelle Foley 
Kerr-McGee Oil & Gas Onshore LP 
16666 Northchase. 
Houston, TX 77060 

Re: GLO Assignment I 0 # 5754 

Dear Ms. Foley, 

'( t , \ ·~ 1[) 

The General Land Office received the following instrument(s) and has filed 
them in the appropria te files . Please see attached "Exhibit A" for 
reference. 

Assignment and Bill of Sale, executed October 25th , 2006, from the 
following entities (see attached), to Kerr- McGee Oil & Gas 
Onshore, LP, as Assignee. MF1 041 58, Hidalgo County. 

Filing fees of $25.00 were received in connection with the above lease. If you 
have any questions, please feel free to call me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521 . 

Sincerely, 

B~~ 
Mineral Leasing 
Energy Resources 
512-463-6521 

"itcphen r \u,1111 Buildinv- • 1700 '-iorth Cnnwe) Avenue • t\u,tin, Tc\.h 78701 - 1495 

Po,r Olli~c Bo\ 12s;1 · \u rin, Tc,.,~ 78711 -2873 

51 l -U,1 500 I • 800 <JIJ8 IC I () 

w\\w.glo. tarc.tx.u 



ATTACHMENT 

GLO Assignment ID #5 754 

LMP xploration Holding , L.P., C'LMP") whose address is 6 15 Upper North 
Broadway, uite 1770, Corpus Christi, Texas 78477, i g n • p loration, Inc., whose address 
is 122 1 Lamar, uitc 11 77, Hous ton, Texas 770 10, row Partner , Ltd., whose address is P. 0 . 
Box 540988, Houston, Texas 77254-0988, Wolfe Rudman , whose address is 1700 Pacific 
Avenue, Sui te 4700, Dallas, Texas 75201 -4670; Raptor ncrgy, LL , 3050 Post Oak Blvd., 

uite 460, Houston, Texas 77057; rdado, LL , whose address is 20 East 5th treet, ui te 
1100, Tulsa, Oklahoma 74 103-4439, Trijon plora tioo, lo ., whose address is 615 N. Upper 
Broadway, uite 2040, Corpus Christi, Texas 78477, od r oo ii , Ltd., whose address is 5005 
Woodway, uite 3 10, Houston, Texas 77056, ictoria Trading ompao , LL , whose address 
is P. 0 . Box l077, Edinburg, Texas 78540-1077, dinburg In e tmeot ompno , Io ., whose 
address is P. 0 . Box 1077, Edinburg, Texas 78540-1077, uthw t OiJ and Land , Inc., whose 
address is P. 0 . Box 1077, Edinburg, Texas 78540- 1077, MJR In tmeots, td., whose 
address is P. 0. Box 1434, Edinburg, Texas 78540- 1434, Mako ommunicatioo L , whose 
address is 4895 Ocean Drive, Corpus Christi, Texas 7 412, Magnum Producio , LP, whose 
address is 500 N. horel ine, uite 322, Corpus Christi, 1 exas 78471 ; Felderboff, LP, whose 
address is O 1 East California, uite 407, Gainesville, Texas 76240; riRock oergy, a Te ·a 

eneral Partner hip whose address is 600 Leopard, uite 1800, Corpus Christi , Texas 78473 ; 
William B. Miller Family Prop rtie , Ltd., whose address is 800 N. horeline, uite 2400, 

orpus Christi, Texas 7840 I ; Daniel . P drotti Oil a Propertie , Ltd., whose address is 
800 N. horeline, Suite 2400, Corpus Christi, Texas 7840 I , J . . Mc ullougb, whose address is 
615 N. Upper Broadway, uite 101 3, Corpus Christi, Texas 78477; Orion Drilling ompa o , 
LP, whose address is 674 Flato Road, Corpus Christi, Texas 7 412, J ffre T. ecker (a/k/a 
J ff ecker), whose address is 3 1 Camden Place, Corpus Christi , Texas 78412; MP 
Petroleum lac. , whose address is 615 North Upper Broadway, uite 1770, Corpus Christi, 
Texas 78477, lroowood ploratioo, LL , whose address is 615 North Upper Broadway, uite 
1770, Corpus Christi, Texas 78477, Barnette Propertie , whose address is 272 Airline Rd., 
Corpus Christi, Texas 78414, cogeld, L.P., whose address is P. 0 . Box I 062, Corpus Christi, 
Texas 78403, Momentum oergy orporation. whose address is P. 0 . Box 3398, Midland, 
Texas 79702 hereinafter referred to as "Assignor," 



• 

Exhibit "A " 
GLOID Cou11ty Lease 

5 7 54 Hidalgo MF104158 

Tftursday, D,c,mber 07, 2006 



•J/ Ke rNtGee 
Kerr-Mc ii a n hor LP 

16666 NORTH CHASE • HOUSTON, TEXAS 77060 
281-673-6000 

M-, Be"crly Boyd 
omm1 -,-,1oncr of the General Lind Offo.:c 

1700 orth Congrc-,, A, cnuc 
P.O Box 12873 

u-,1111. Texa'> 787 11 

Re ..,..,1gnmen1 and Bill ol. ale 

Deu:mhcr -L 2006 

LMP f:.xplor.111on I lold ,ng,. LP. ct il l. .t, ..,.., ,gnor 
Kerr-Mc ,cc 01 I & Ga, 011,horc LP. a-, ..,.., ,gnee 
I IH.lalgo 'ount). Tc,a, 

Dear , .,. Boy<l . 

Pur,u.int 10 the term'> of Oil and G • ..., Le.1,c(,). cm. lo,c<l "'.1 ccrtif1ed rccor<letl cor) of the .thmc rdercncctl 
A,..,.gnmcm anti Hill of Sale from l MP I·xrlnra110n llol<l111g,. L P. ct .ii. to Kerr- 1cGec Oil & Ga, 
On,horc LP regarding the rcccntl) aequ1rcd talc lc.1,c. '"h1d1 h.1, hccn n:cor<le<l under Dtx umcm No 
I 689187. ll1<lalgo ou111y. Tc,.1,. for your file, 

I ha,e cnclo.,c<l KM , hcd. No 002519 in the .1mou111 of ~ 2'i CXl a., the rre.,cnhcd f il,ng fee. 

Ir you ha"c any que',(1on'>. plca'>c call me at 28 1/671-68.'i I 

Than!,. }Oll for yolll 11111e and con'>H.k r.t11on 

. 111ccrely }Ollr'>. 

/1\ !J j(, J&.;i, 
for<le l le h>lc} 

Propc,t ) lanage mclll 

/ml 

. . ······ . .. . . . . . 
.... . . 
.... . . .... .... . . 
•• 
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T TEOFTEXA § 

1 'TY F I fIDALGO 

~'\s.Jr; 

O BILLO 

rl)F, c y.. ,sa 
IO -1,;--D<a 

1689187 

LMP ploration Holding , L.P., (""LMP") ""'ho e address is 615 Upper orth 
Broadway, uite 1770, Corpus Christi, Texas 78477, ei gen xploratioo, Inc., who e address 
is 1221 Lamar, uite 1177. Houston, Texas 770 I 0, row Partner , Ltd., whose address is P. 0. 
Box 540988, f louston, Texas 77254-09 . W olfe Rudman, whose address is 1700 Pacific 
Avenue, uite 4700, Da llas, Texas 75201-4670; Raptor o ergy, LL , 3050 Post Oak Blvd., 

uite 460, Houston, Texas 77057; Verdado, LL , whose address is 20 East 5lh treet, uite r/ 
1100, Tulsa, Oklahoma 74103-4439, Trijon , ploratioa, Inc., whose address is 615 Upper 
Broadway, uite 2040, Corpus Christi, Texas 78477, oder on ii, Ltd. , whose address 1s 5005 
Woodway, uite 3 10, I louston, Texas 77056, Victo ria Trading om pan , LL , whose address 
is P. 0. Box l077, Edinburg, Texas 7 540-1077, dinburg lo e tmen t ompao , Inc., whose 
address is P. 0 . Box I 077, Edinburg, fexas 78540- 1077, outbwe t Oil and Land, Io ., whose 
address is P. . Box I 077, Edinburg, Texas 78540-1077, MJR Io e tmeat , Ltd., whose 
address is P. 0 . Box 1434, Edinburg, Texas 78540- 1434, Mako ommunicatioo , LL , whose 
add ress is 4895 cean Drive, Corpus Christi , Texas 78412, Magn um Producing, LP, whose 
address is 500 N. horeline, uite 322, Corpus Christi, Texas 78471 ; Felderhoff, LP, whose 
address is 80 I East California, uite 407, Gainesville, Texas 76240; TriRo k nergy, a Te a 

n ra l Partner hip whose address is 600 Leopard , uite I 00, Corpus Christi, Texas 784 73; 
W ill iam 8 . M ill r Famil Properti e , Ltd., ""'hose address is 800 N horeline, uite 2400, 
Corpus Christi , Texas 7840 I; Daniel . Pedrotti ii & Ga Propertie , Ltd., whose address is 

00 . horeline, uite 2400, Corpus Christi, Texas 7840 I; J . V. Mc ullougb, whose address is 
6 15 pper Broadway, uite lOlJ, Corpus Christi, Texas 78477; rioo Dr illing ompao , 
LP, ""hose address is 674 Flato Road, Corpus Christi , Texas 7841 2, J effre T. ecker (a/k/a 
J ff cker), whose address is 31 Camden Place, Corpus Christi, Texas 7 412, LMP 
P tro t um, lo ., who e address is 615 North Upper Broadway, uite 1770, Corpus Chri sti, 
Texas 78477, Iro m ood ' p loration, LL , whose add ress i 615 North Lpper Broadway, uite 
1770, Corpus Christi , Texas 78477, Barnette Prop rtie . whose address is 2728 Airline Rd., 
Corpus Christi, Texas 78414, cogc ld , L.P., who e address is P. 0. Box 1062, Corpus Chris ti , 
Texas 78403, Mom en tum ncrgy orpora tioo, whose address is P. 0 . Box 3398, Midland, 
Texas 79702 hereinafter referred to as "A signor," for and in consideration of Ten Dollars ( I 0.00) 
and other good and valuable consideration, the receipt and sufficiency of which is acknowledged, 
do hereby transfer, sell. bargain, assign and convey umo Kerr- I ee ii a a bor LP, 
who e address is 16666 ~orthchase, I louston. Texas 77060. hereinafter referred to as "Assignee," 
all o f ssignor's right, title and interest in and to properties described m E:.xhibit " ," anached 
hereto and made a part hereof, inc luding, but not limited Lo all of Assignor's right, title and interest 
in, to and under the following (the "A sets"). 

(a} The oil. gas and mineral leases (the "l ease "). rnyal t: interests. overriding royal[) 
mtt:rests. anJ other mineral interests. of \\.hatsoe\ er nJture CO\ enng the properties descnbed in 
Lxhibll " \ " anacheJ hereto and made J pan hereot. subject to an)' limnauon-; and resen auons 

. . ...... . . . . . . . . 

. ... . . 
•• 

.... . . . . . .... . . . .. . 
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NOV 2 0 2006 

A true copy I certify 
EDDY TREVINO 

Cou~ dalg~Y· Texas 
By -1._ (:ba.. Deputy 

.. 
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described in Exhibit "A", together with Assignor's interest in any pooled, communitized, or unitized 
acreage derived by virtue of Assignor's ownership of all of such interests (collectively referred to as 
"Properties"); 

(b) The wells, equipment, facilities and personal property located on the lands described 
in Exhibit "A" or used directly in the operation of the Properties, including, but not limited to, 
pumps, well equipment (surface and subsurface), gas plants, offshore platforms, saltwater disposal 
wells, lines and facilities, sulfur recovery facilities, compressors, compressor stations, dehydration 
facilities, treating facilities, pipeline gathering lines, flow lines, transportation lines (including long 
lines and laterals), valves, meters, separators, tanks, tank batteries, tools, safety equipment, welding 
equipment, office equipment and other fixtures ( collectively referred to as "Equipment"); 

(c) Oil, gas, condensate, natural gas liquids produced after the Effective Time, 
inventory, including "line fill" and inventory below the pipeline connection in tanks, attributable to 
the Properties; 

( d) Other personal property located on or used in connection with the development, 
operation, or maintenance of the Properties, including, but not limited to, cores, cuttings, 
geophysical and other geologic property (except where prohibited by applicable license 
agreements), supplies, and equipment; 

( e) All contracts and agreements that govern or relate to the Properties and Equipment, 
including, but not limited to, all surface use agreements, easements, rights of way, licenses, 
authorizations, permits, and similar rights and interests applicable to, or used or useful in 
connection with the Properties and including unit agreements, pooling agreements, areas of mutual 
interest, farmout agreements, farmin agreements, saltwater disposal agreements, water injection 
agreements, line well injection agreements, road use agreements, drilling contracts, operating agree­
ments, well service contracts, production sales contracts, gas contracts, gas balancing agreements, 
gas processing agreements, gas transportation agreements, storage or warehouse agreements, 
supplier contracts, service contracts, insurance contracts, construction agreements, division orders 
and transfer orders, only insofar as such relate to the Properties and Equipment (collectively the 
"Contracts"); 

(t) All lease, land, well, production, engineering, geological, geophysical, litigation, 
accounting, title, division order and tax files, copies of relevant tax ( other than income tax) files, 
environmental compliance plans, environmental permits and audits, abstracts, title opinions, logs, 
data bases, information systems, formation tests and results, maps and all other books, files, records 
and data of Assignor insofar as they relate to the Assets (collectively the "Records"); 

(g) All of Assignor's right, title and interest in and to all revenues, proceeds, accounts, 
accounts receivables and claims for the operation, sale or destruction of Assignor's equipment 
attributable to the period on and after the Effective Time; and 

(h) All other right, title or interest of Assignor in and to the interests and properties 
described in Exhibit "A". 

k:\share\3~quire\97fJrms\abs37 
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Assignor and its heirs, personal representatives, successors and assigns shall warrant and 
forever defend all and singular the Assets conveyed unto Assignee, its successors and assigns 
against every person whomsoever lawfully claiming the Assets or any part thereof, by, through or 
under Assignor, but not otherwise. 

All equipment, wells and personal property are sold AS IS AND WHERE IS, AND 
Willi OUT WARRANTY OF MERCHANT ABILITY, CONDITION OR FITNESS FOR A 
PARTICULAR PURPOSE, EITHER EXPRESS OR IMPLIED, AND ASSIGNOR HEREBY 
DISCLAIMS AND NEGATES ANY REPRESENTATIONS OR WARRANTY. EXPRESS OR 
IMPLIED RELATING TO THE CONDITION OF lliE ASSETS, ANY INFRINGEMENT BY 
ASSIGNOR OF ANY THIRD PARTY'S PROPRIETARY RIGHTS, AND ANY INFORMATION 
FURNISHED TO ASSIGNEE REGARDING RESERVES ATTRIBUTABLE TO THE ASSETS. 

Assignor agrees to protect, defend, indemnify and hold Assignee and its employees free and 
harmless from and against any and all costs, expenses, claims, losses, liabilities, demands and 
causes of action of every kind and character, including but not limited to pollution and 
environmental .claims, arising out of, incident to, or in connection with Assignor's ownership of and 
the physical operations on the Assets prior to the Closing Date. Assignee agrees to protect, defend, 
indemnify and hold Assignor and its employees free and harmless from and against any and all 
costs, expenses, claims, losses, liabilities, demands and causes of action of every kind and char­
acter, including but not limited to pollution and environmental claims, arising out of, incident to, or 
in connection with Assignee's ownership of and the physical operations on the Assets on and after 
the Closing Date. As used herein the term "Closing Date" shall mean November I, 2006, 
regardless of the date on which Closing actually occurs. 

Assignor agrees to protect, defend, indemnify and hold Assignee and its employees free 
and harmless from and against any and all costs, expenses, claims, losses, liabilities, demands 
and causes of action of every kind and character, arising out of, incident to, or in connection with 
the collection of revenues, and the payment of royalties and expenses attributable to the Assets 
prior to the Effective Time. Assignee agrees to protect, defend, indemnify and hold Assignor and 
its employees free and harmless from and against any and all costs, expenses, claims, losses, 
liabilities, demands and causes of action of every kind and character, arising out of, incident to, 
or in connection with the collection of revenues, and the payment of royalties and expenses 
attributable to the Assets after the Effective Time. 

Assignors have heretofore entered into a ,,;ritten agreement among themselves whereby 
LMP Exploration Holdings, LP ("LMP") has been given the authority to collect the entirety of 
the Purchase Price being paid for the Assets by Assignee for further distribution among all 
Assignors in such manner as they have or will determine. Assignee has paid the entirety of the 
Purchase Price (as the same may have been adjusted pursuant to the terms of the Letter 
Agreement defined below) to LMP with the express understanding that all parties Assignor 
(including LMP) have agreed, and by their execution of this Assignment do hereby agree, to 
authorize Assignee to make the payment of the entirety of the Purchase Price (as adjusted) to 
LMP and that Assignors have further agreed, and do hereby agree, to release, defend and 
indemnify Assignee of and from any and all claims, demands, causes of action, judgments, 
losses, liabilities, cost and expenses (including court costs and attorneys' fees) arising out of or 
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occurring in connection with the distribution, the incorrect distribution, or the non-distribution of 
the Purchase Price to all Assignors by LMP. 

TO HA VE AND TO HOLD the same unto Assignee, its successors and assigns, forever. 

The terms and conditions contained herein shall constitute covenants running with the land, 
and shall be binding upon, and for the benefit of, the respective successors and assigns of Assignor 
and Assignee. 

This instrument may be executed in one or more counterparts or in multiple originals, 
either one of which is as valid as the other and when taken together shall constitute one 
agreement and for recording purposes the signature and notary acknowledgement pages may be 
disassembled and reassembled into one instrument. 

This Assignment and Bill of Sale is made subject to all of the terms and conditions of that 
certain unrecorded Letter Agreement by and between Kerr-McGee Oil & Gas Onshore, LP, as 
Buyer and LMP Exploration Holdings, L.P., as Seller, dated September 25, 2006 ("Letter 
Agreement"), which has been ratified by the other parties Assignor, and which is hereby made a 
part hereof by this reference. Furthermore, this Assignment and Bill of Sale is expressly made 
subject to the following: 

I. Joint Operating Agreement dated April 7, 2005, between LMP Exploration Operating, LLC, 
as Operator and Seisgen Exploration, Inc., et al, as Non-Operator covering the Jeffress 
Prospect Area in Hidalgo County, Texas. 

2. Unrecorded Water Use Agreements dated July 20, 2005 and September 15, 2005 between 
LMP Exploration Operating, LLC and Aida Garza Lopez Trust, et al. 

3. Unrecorded Letter Agreements dated July 28, 2005 and September 12, 2005 between 
Raptor Energy, LLC and LMP Exploration Operating, LLC. 

4. Unrecorded Prospect Participation Agreement dated April 7, 2005 between LMP 
Exploration Holdings, L.P. and Magnum Producing, LP, Felderhoff Limited Partnership, 
TriRock Energy, William 8. Miller Family Properties, Ltd., Daniel A. Pedrotti Oil & Gas 
Properties, Ltd., J. V. McCullough and Orion Drilling Company, LP. 

5. Unrecorded Prospect Participation Agreement dated April 7, 2005 between LMP 
Exploration Holdings, L.P. and Seisgen Exploration, Inc., Crow Partners, Ltd., Wolfe 
Rudman, Verdado, LLC, Trijon Exploration, Inc., Anderson Oil, Ltd., Victoria Trading 
Company, LLC, Edinburg Investment Company, Inc., Southwest Oil and Land, Inc., MJR 
Investments, Ltd. and Mako Communications, LLC. 

6. Unrecorded Prospect Participation Agreement dated August I, 2005; however, effective as 
of April 7, 2005 between LMP Exploration Holdings, L.P. and LMP Petroleum, Inc., 
Ironwood Exploration, LLC, Barnette Properties, Geogeld, L.P., and Momentum Energy 
Corporation. 

k:\sh~r~\a:qu1re\97f0rms\1bs37 
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7 Recorded Memorandum of Operating Agreement dated v1a> 4. 2005. recorded in 
Document No 200--1 497820 between LMP Exploration Operating. LLC, as Operator and 

fagnum Producmg. LP. et al. as ~on-Operator 

Recorded Correction of Memorandum of peratmg Agreement dated eptember I 3. 2005. 
recorded in Document o. 2005- 1523265 between LMP Cxploration Operating. LLC. as 

perator and Magnum Producing. LP, et al. as on- perator 

9. Recorded lemorandum of Operating Agreement dated ugusl I, 2005, recorded in 
Document No. 2005- 1520128 between LMP Exploration perating, L LC. as perator and 
LMP Exploration I foldings. LP .. et al , as on-Operator 

IO Recorded Memorandum of Operating greement dated eptember . 2005, recorded in 
Document No. 2005- 1534665 between LMP Exploration Operating. [ LC. as Operator and 
Raptor Energy, LLC, as on-Operator 

11 . Oil Contract - nrecorded Lener Agreement dated August 8. 2006 between GuJfMark 
Energy, lnc. and LMP Exploration peratmg, LLC. as amended. 

12. Gas Contract - nrecorded Lener Agreement dated ugust JI. 2005 between Gulf Coast 
Gas Corporation and LMP Exploration Operating, LLC, as amended. 

I 3. Unrecorded Lener greement dated October 11. 2005 between GulfMark Energy. lnc . and 
LMP Exploration Operating. LLC. 

This Assignment and Bill of ale shall be effective as of October I. 2006. at 7:00 a.m. local 
time where the ssers are located ("Effecti ve Time"). 

EXFCUTED TIU ;!i.hday of (J C!.t'l,.. t l==:::_ . 2006. 

. . 
•••••• • .. . . . . . 
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OR. 

LMP EXPL RATION I lOLDrNG . l .P. 
By its General Partner 
LMP Exploration Holdings, GP, LLC 

Tille: Vice President 

TATE OF TEXA § 
§ 

CO TY OF NUECE § 

This instrument was acknowledged before me on the f_'f i, day of 
_ ~)(r,,/1r(L(.. :'.\ , 2006, by James C. Gresham, Jr., as Vice-President of LMP Exploration 
Holdings, GP, LL , a Delaware limited liability company, as General Partner of LMP Exploration 
Holdings, L.P., a Delaware limited partnership. 

Barbara A Canson 
My Com1T11SS1011 Exp.res 
091()3.'2009 

otary Public, tate of Texas 
My Commission Expires: O 3- .;i. ~ 7 

NOV 2 0 2006 
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COUNTY OF. 

IG OR: 

ANDER ON Oil., LTD. 

By~_L_ 
rune: .Jk J]L (;__8_,,,__ µ ,--f/.1'.-!?_e_('J_(}// 

Title. 

§ 
§ 
§ 

This instrument was acknowledged before me on the __ day of , 2006, by ----

corporation, on behalf of said corporation. 

TATE OF TEXAS ---------

CO TY OF IIAHRIS -'-==-'-'-==-----

as of 
a 

Notary Public, State of Texas 
My Commission Expires. _____ _ 

§ 
§ 
§ 

This instrument was acknowledged before me on the 1ili..h. day of oc ta her , 2006, by 

Ncol B Aodersao 
• • ....... . . . . . . . . 

... . . . .. 
. . . . . . 
•••• . . . . . . . .. . 



OR: 

Title: ~ 

TATE OF § 
§ 

C UNTYQf. § 

This instrument was acknowledged before me on the _ day of , 2006, by ----

corporation, on behalf of said corporation. 

T TE OF ~~ i.i( > 

COUNTY OF I j {J e_,. ..J 

as of 
a 

Notary Public, tate of Texas 
My Commission Expires: 

§ 
§ 
§ 

n This instrument was acknowledged before me on the ~ day of ( ( l/li J , 2006, by 
fzn,u ,,L t1. .. )(> ,i 11, ct~ . 

, I, , , :r J ( 'l/' 'le I /l 

k: share a·q,nre 97forms bs-.7 

. . ...... 
• . .. . . . . .. 

. . . 
•• 

.... . . 

.... 
• • • .. . 



re OR: 

By: _ _,_R..._TNERS;z J~ __ 
Name: 

Title: 

_.....f_Z1/! L ft · /J fl V IJ 

fr/(prx_ 

TATEoF TeXttS § 

COUNTY OF. 1 lC( { r l~ : 
..\Yl 

This instrument was acknowledged before me on the l ~ day 9f Cx: t __ ?I_", 2006, by 
Joe I I<- OavLS as H flQh- of 
CA oCC)Pa r { nl' ~ s I L)i"O - . a 

corporation, on behalf of said corporation. 

T TEOF 

NOVI l<AT1<4ALI A 
Notary Public 

STATE OF TEXAS 

--------

COUNTY OF -------

.. 
Notary Public, tale of Texas I 
My Commission Expires: _ruf "2l ~ 0 1 

§ 
§ 
§ 

This instrument was acknowledged before me on the __ day of -- ,2006,by 

k:\share acquire 3,f rms ~bs17 

N~UKY, Public, late of Texas 
\~ ,,, 

,,,,:~""')' ,ia:i~sion Expires: _______ _ 
,, "'-"' ······· ~71;;,, .:- (..,""' .. .. ,., ,, 

f /*···\ \ DATE NQV 2 0 2006 
~ : : ~ ~ A tnJe copy I certify 

\ CJ\.. ./~/ EDDY fAEVINO 
',,~'}···········~<::>,,,,' Count Cl 

~, , Pr lJ llt- ,••' ,, By ., 
''"''""''' 

. . ...... 
• . . . 
• • • . 

. . 
•••• . . 
•••• .... . . . 
•• • 



TA TE OF TEXAS 

CO TY OF HIDALGO 

OR: 

EDINBURG CNVE TME T CO CPAl'\fY, INC. 

By _ '-...__c_~ 
~ ~ 

Title: PRES IDENT 

§ 
§ 
§ 

~~~~~~~~~~~ 

This instrument was acknowledged before me on the .10:aJ day of OCTOBER , 2006, by 
DAVID O ROGERS JR. as PRESID_ENT _ _ _____ _ 
EDINBURG I NVESTMENT CO . I NC. a TEXAS ---------corporation, on behalf of said corporation. 

Notary Public, tale of Texas 
My Commission Expires: ~ ~ ,ll{( C) 

TATE OF 

COUNTY OF ______ _ 

§ 
§ 
§ 

This instrument was acknowledged before me on the day of __ _ , 2006, by 

NO v 2 g 2006-

of 

A true copy I certify 
EDDY TREVINO 

. . 
•••••• . . . . . . . . .. 
... . . . 
.... 

• . . . . . . .. . . .. . 



A .. IG OR 

fFl Dl:.RI IOH , LP 

By 

Name 

Ti tle 

TATEoF _ T~as 
COUNTY OF C.:00 Ke_ 

Thts instrument was acknowledged 
M~" \( P 'tV\ e i. L 1-f' r _ 
r-:e 1cl e c h _'-- f:f Lo 

be f of satd corporation 

~ : .: : - . - . - . . 
~·. c.l) ~ .. 
~ ·• ,.l'f o ~" •• • ~ •• J:\, F .,. • ' 
~ "•;-"IPIRf.~.·· ,$: 
~ ······· ~ ~1111 S.28-~ ,,,, ... 

11111,,, 111 1111''' 

TATE OF ----

COUNTY OF~~~~-

()--~ 

before me on the I lo day of Oc_t__, 2006, by 
as v,... t" <-,.. of 

~~~~~· a -~~--~ corporation, on 

Notary Pub he, State of Texas 
My Comm1ss1on Expires ~-2- i -0 f 

This instrument was acl-.nowledged before me on the _ day of --- , 2006, by 

NOV 2 0 2006 
A true copy I certify 
EDDY TREVINO 

• • ...... . . . . 
• . 

• 

. . . . 
• • .. 

.... . . .... .... . . .. 



TATE OF TEXAS 

CO TYOF NUECES --------

IC R: 

Name:_~D~a~v~i=d'-"'M'-'-. -----"-Ha~t"'""'r=i=d'""'g""'e ___ _ 

Title: 

§ 
§ 
§ 

President 

This instrument was acknowledged before me on the ._?stt---day of October 
David M. Ha tridge as President 

, 2006, by 
of 

Geogeld Management, L.L.C. , a Texas >ik limited liability company 
-eetpel'tlttt>fl,1:)f}-behalft>f aid-eerportliion., General Partner of Geogeld , L. P., Texas 

limited partnership. 

TATE OF 

DEi IA M McGRATH 
M COMMISSION EXPIRES 

AilOt ..l 31 2009 

---------

COUNTY OF 

-~~ di j]/1" ~ 
Notary Public, Seate of Texas 
My Corrurussion Expires: IA- :3!-01 

§ 
§ 
§ 

This instnunent was acknowledged before me on the __ day of --- . 2006, by 

5 ! .t • C 

. . ...... . .. . 
• • • . 

... . . . 



l 

rA fE OF 

c L TY oF· Nus {'b=-~--

IRO'-.'v\O D LXPLOR.\TIO~. l LC 

By: DJ 1,,1\C • .)n CA.~ 

ame: I) ,, .... , 1Y\ C.., h. ·, b.c hh 

I itle: p, , ·, . ,, ., . t 

§ 
§ 
§ 

This instrument was acknowledged before me on the IJ.J/L day of /Jr2f) hilt , 2006, by 

Duo CtllJ tL( 01tsklm,_ as 1,0.ut!ztt../ of 
:i.JPIJ fl.l0tJd ~/au~ ,1&), LlrC a f~fd.J /, ,,v k.,/ /t,u,),l_y 
rporatioA. on behal of said oorporalion. 

{ ,,,,..,/ ~'1 t .7_.,/'~ :J 

~~·..:··~ r ··~ DELIA M McGRATH 
0..)4t): M' ~vMMISSION EXPIRES \\ ....... ~ 

'l,!?! ... "' Auuus1 JI 20Cl'l 

f TEOF 

TY F 

Notary Public, tate of Texas 
M) Commission Expires: _L...31 ~ 

§ 
§ 
§ 

This instrument was acknowledged before me on lhe day o f --- . 2006, by 

~ ' . 

O I ...... . .. . . . . . 

. . . . . . 
.... .... . .. . 



IG OR: 

LMP Pt fROLEUM, INC. 

TA TE F It' )l f1 ~ 

COUNTY OF. A)ll. I; (_ & .5 -

§ 
§ 
§ 

I 

This instrument was acknowledged before me on the K .11<.day of a >64~ . 2006, by 
OJ IC k d L l- S · /'t. V~()ZT I as O t!Std~,,f Of 

t 1hC d t> 12!c1cun . J ac a ___,_Z:c...::d,:.....i'::=rtU-l-, ____ _ 

corporation, on behalf of said corporation. 

~
·?·~ DELIA M McGRATH 
:~·,j.(~J M" C' MMISSION EXPIRES 
~ .... ~ ;., ~UQU5l l 1 2009 ········ 

TATE OF 

COUNTY OF 

Notary Public, State of Texas 
My Commission Expires: __ J_ 31-€!/_ 

§ 
§ 
§ 

This instrument was acknowledged before me on the _ day of ---· 2006, by 

k: share 3·qu1re 'l'forns ,ib.sn 

Notary Public, tate of Texas 

. . ...... . 
•• • . . . . . . 

My Commission Expires: NOV 2 O 2on~ ,,,,,,, ... ,,,,,,, uu- • 
,,,, ~1Y CLt, ',,, • • /'c,~*~,,_-,,-,,_ DATE A true copy I certify .... 

§ f \ \ EDDY TREVINO ••••• 

~ ~\ }~§ CByo~n Cl • Hi~l~~tyo:epxu~y:::·: 
~ ~~··. • .. ~' !.....! -~ ,, ... ..· "'- ....... 

,, ••••• •• ~v',, ,,,,.,.,fr Hm~y,,.,,,' 
1 111 11 I I Ill 



TAT OF ff Xt!-5 

COUNTY OF. _ ttl VG" e,8..5 _ 

STATE OF~~~~~~--

COUNTY OF -------

OR: 

MAGNUM PRODUCING, LP 

By: 

Name: 

§ 
§ 
§ 

Notary Public, tate of Texas 
My Commission Expires: O 1- 0 ¥ ~ ;:/0()8 

§ 
§ 
§ 

This instrument was acknowledged before me on the day of ---, 2006, by 

otary Public, tate of Texas 
,,,,'vf.ll!r~ff1mission Expires: -------­

' ~\\Y' ~TF/1.:' 

l}*·\)ATE N::,u
2
e ::~~~ certify 

\ ~ \ / ~ J EDOY r~EVINO 
\ ,~ ············~~-"County ,Cler}() 111do1g~09nty, Texas 

',,,, . .0Ffflo~":~,,,,' By ~·~ Deputy 
••, 11 11,,1 ••' v -

• • ...... . . . . . . . 
• • • 

.... . . 
•• 

.. ~· . . . . . . .... 
• • • .. . 



TATE F Te - ~..O..=--,.L_---

C OUN TY oF. Nvec.es 

COUNTY OF -------

R. 

MAKO COMMUNIC TYON , LLC 

\" ~ ~ By: ~ --lv ---J \. 

arne: A 1'.Y)l'.'L CV ic1 Cv3 , n t 7.. 

Title: f\1 l yY\ b () ( 

§ 
§ 
§ 

My Commission Expires: J -c)O IO 

§ 
§ 
§ 

This instnunent was acknowledged before me on the _ day of __ _ , 2006, by . . ...... . .. . . . . . 

... . . . .. 
.... . . . . .... . . . .. . 



lG OR: 

COUNTY OF ______ _ 

§ 
§ 
§ 

This instrument was acknowledged before me on the __ day of 
as 

--- , 2006, by 
of 

a 
corporation, on behalf of said corporation. 

Notary Public, tate of Texas 
My Commission Expires: 

TA TE OF __ _.-;-__..:../....:::e:......t...:Jx.4~s.:...__ __ 

co TY o F --LN-"'-"'ue.>-:t:.:......:'-:::..i.. ~_.~,c;_ __ 

§ 
§ 
§ 

This instrument was acknowledged before me on the lf!.!--day of Ocfl/Jtr', 2006, by 
.I v /11 ~ Lu//Pu,jk _ 

Notary Public, tate of Texas 
,,,,"'

11
"' 1Mv CommissiQo...Ex:Pirh'i · 'S' - 3/ ~ U") 

,,,,'~\\1Y CLfh '>,, NUV · 1. u ·200 
..... ,' <:::,~ •• ········."4- ',, ... DATE...:..::~-------::' ~ .*···.. -=:. A true r,opv I certify 

ff f \ l Eonv I qEVINO 
I( sh,ue dCq~ir~ , .,~ . .)t:115 abs9': : :~: C •\c g~unty Texas 

:: c,•. :~ ~Ol.l[ltv\Clpr:,. r-1 1oa1 y , 
\ ~·.. ../~/By~ C CU Deputy 

',,;:/'),. ........ ~<::> ,,' ~ 
"'-,1 0~ Nl\l" ,,,, \.) 

11
1 I I 1111 \I 111

1 

~

.::;;,_-;~-.~ DELIA M McGRATH * 00

; MY r , IAMISStON EXPIRES 
~i,:~~ ""IIU>il )1 2009 ··-··· 

. . ...... . ... . . . . 

.... . . .. 
.... . . 
•••• .... . . . .. . 



-T TE OF I r: v. ~ ~ 

COUNTY OF . ) l IA.~~ ~ s 

OR. 

WILLIAM B. MILLER FAMILY 
PROPERTlE , LTD. 

§ 
§ 
§ 

This instrumenl was acknowledged before me on the /O day of Ce/. 
--1d!i.JI t' /.> rn /j, . r> 1 : I I t!',- as (-j t9 ,-v en::.. ,,.u,.-

w / //1'~ h' ,4. /n///,-,- /'J'?n,, '/:r ?~,..)·e5 L/d a 
corporation, on behalf of said corporation. 

COUNTY OF - -------

§ 
§ 
§ 

, 2006, by 
of 

This instrwnenl was acknowledged before me on the day of --- , 2006, by 

Notary Public, tale of Texas 
,)\'lX,hWnmission Expires:---------

,, ,,, 1Y CL. 111
' 1, 

~ .... ,~~~ ••••••• [-9.f'',,, NOV 2 0 2006 
f <>_..*·· .. O~TE = i \ ': A true copy I certify 
~ c,\ iS ~ EDDY TREVINO 
~ ~·. :°&ff. ct r HldaltgaCoown n1YJ exas -:. ~· •• '""-<Oun , ~ o. ',, ,:,,.,· ......... ·(>~':a ~ e:ilit:~~ ~;;.--- Deputy ',,,._,,,/,l ~ Hltl~r.,·· ,, Y ......... ,, 

. . ...... . . . . . . . . 

. . . . . . 
.... .... .... . .. . 



TATE OF TEXAS -------

COUNTY OF IJIDALGO 

IC OR. 

MJR fNVE TMENT , LTD. 

Name: Michael J Rogers ____ _ 

Title: Member/Manager 

§ 
§ 
§ 

This instrumenl was acknowledged before me on the 11 Ltday of October , 2006, by 
Mic hae l J Rogers 

M.JR Inv es tm n s Ltd 

as 

eoi:pomtioo, on behalf of said corpora( · partnership 

COUNTY OF 

§ 
§ 
§ 

This instrument was acknowledged before me on the 

M mbcr/Manager~---- of 
a partnership 

___ , 2006, by . . ...... . 
• • • . . . 
• • • 

... . . . .. 
.... .... . . .. . . . . .. . 



COUNTY OF. m J OLA ,J tJ 

R: 

MOME~~ 

By V ~-
Title: 

§ 
§ 
§ 

Marlin Spad 

Pr es i dt! nl: 

TIO~ 

This instrument was acknowledged before me on the JO..J~ day of Qc:lc~r , 2006, by 
_ rlla "-l- , ~ Spa.d,, iJ ~ _ as _ Tt,s, d.c-rt of 
Mor1e..itun'\ ~,.;er5v Co,..pcrc.../..,':),.J a Oe/a...J .....:.ei_r__::i::._=---

corporation, on behalf of ~aid corporation. 

PAULAS MOM.Ill.AN 
MY COMMISSION EXPIRES 

Oeoeni>er 6, 200II 

COUNTY OF -------

Pcw4 ~ - fYr1 YI~ 
Notary Public. tate of Texas 
My Commission Expires: J?.. } 5' JO ~ 

§ 
§ 
§ 

This instrument was acknowledged before me on the _ day of , 2006, by ---

Notary Public. tale of Texas 
l~h n~ion Expires: ___ _ 

,,,,, \\'1Y CLf .h'',, 
:/ ~~-·········.:'if' ',,,, NOV 2 0 2006 

§ (.J:*\ D1;TE = :" \ :. A trt.Je copy I certify 
- • en -
;. C"'>\ j~ ~ EDDY TREVINO 
\. ~-.. ./~un~le , Hldal~~ Coynty, Texas 

',,, ~;:-....... ~~'o t_Oo ::._ ;z Oeputy 
,,"'°ff w, "'l)t,; ,\,,,,oy 

,,, .... "''' 

• • ...... . .. . . . . . 

... 
• 

.... . . .... . . . 
•• • 



COUNTY OF. ~-----

SHARLA A. GONZALEZ 
Notary Pubhc, Stete of Texas 

My Comm1SS1on Expires 
December 1 o, 2006 

COUNTY OF -------

OR: 

ORJON DRlLLING COMPANY, LP 

By: LJ ~ vl e_ M s ~\ c, s .£:::;..:J,..1-f--!~--­

Name: \JQ..t.\N.. {YJ · S~Aci (<!. ~ 
Title: CzO 

§ 
§ 
§ 

§ 
§ 
§ 

This instrument was acknowledged before me on the _ day of -- ,2006, by 

. . ...... . .. . . . . . 

.... . . .... .... . . . .. . 



TATE OF Jr:t,q<:J 

COUNTY OF Nu 11-t. ~~ 

IG OR: 

arne: 

Tille: 

Ve., I~ ( fl- Rid~~ 
c~ rj)c..,~ 

§ 
§ 
§ 

-----

This instrumenl was acknowledged before me on I.he 10 day of Ct. ~ &r-, 2006, by 
j)q-,,:,1 /1 Aef,-orh as bc,ueco/ /J/H'Zh,/er of 

0&,' d /J hd,-o~ Qt! f'11t-slroe-~ a 
corporation, on behalf of said corporation. 

A~~~ DOVIE J PRICE (:( ~ '*) NOTARY PUBLIC 
~ /,.. State o r Texas 

./. +/ 
"i-I?.J!; Comm. Exp 05 02-2009 

COUNTY OF_~~~~~-

~)./~ 
Notary PutMc, tale of Texas 
My Commission Expires: 

§ 
§ 
§ 

This instrument was acknowledged before me on the day of , 2006, by • • ...... 
• .. . . . . . 

. . . . 
• • 

.... . . .... .... . . . .. . 



TATEOF ~ t\la.S 

JEANETTE MCKINZIE 
Notary Public. State of Te•• 

My Comm,ss1on E~p,re:J 
April 24. 2009 

COUNTY OF 

OR: 

RAPTOR ENERGY. [ [ C 

Name: :f. •C. MAG'L b rt.irboft.~ 

Title: P f2. t St P E.,..,i\ 
~~~~~~~~-

§ 
§ 
§ 

§ 
§ 
§ 

This instrument was acknowledged before me on the day of -- .2006, by 

Nola.I) Public. tate of Texas 
\y,,(;wruni sion Expires· ~--------=-=--~ 

,,,,·~~~·tv c'i_';,,,,,, DATE NOV 2 0 2006 
..,,, ~" ••••••• ~~ ,.., •ty ~ .. <:..> •• •• ···." '~ A tr11f' copy I cert, 

f ..... \ ~ EDDY TREVINO 
~ { i i un~rk 1dalgo Cgu(,ty· Texas 
~ S~·· :~ n O , CL Deputy , . . 
~ ~·· .. · ~ , , r. •·•····•• ~ ,,,, ... ,,, ~tflQ 11t' 

• • ...... . 
. . . 
• 

.... . . .. 
.... 

• ... .... . . ... 



IG OR: 

WOLFE RUDMAN 

TATE OF --------

CO TY OF· -------

Title: 

§ 
§ 
§ 

This instrument was acknowledged before me on the _ day of ____ , 2006, by 

as of 
a 

corporation, on behalf of said corporation. 

Notary Public, State of Texas 
My Commission Expires: 

T TE OF § 

COUNTY oi})f\LLA5 : 

, '\ ~ Thi,W,Sl{Ument was acf11ow\edg~d, before me on the lll>jJ, day of (Jlill)t)ef', , 2006, by 
JAl o_ttt.. <-t\yt'i.YY)Gw • j XI d.J' f dViL\.Ll ~ . 

. . 
•••••• . . . . . . . . 

• . . 
• 

•••• . . . . .... . . . .. . 



TATE OF ~YLLV 
OUNTYOF /_/al 7L

1

Y 
I 

R: 

EI GEN EXPLORATION, fNC 

By~ 

/ "'' · r · ame: ._Jo lo'\"'- , r 1 • .f.D--__ 

Title: C. re) 

§ 
§ 
§ 

~------ - - -

This instrument was acknowledged before me on the _/_j_ day of [)·-/cii l , 2006, by 

Clhn D, I,/ ~,,; as C' F1. of 
5e IS ')f: o ,-:- '><[Jc, .. " ft L ~ ' I +: I c . a ~._=~::.....Xu...4::,..._SL,_. _ __ _ 
corporation, on behalf of said corporation. 

TATE OF - - ------

COUNTY OF --

§ 
§ 
§ 

This instrument was acknowledged before me on the _ day of __ _ 

k: shdre d"q ire ,7f rms dbs•7 

, 2006, by 

. . 
•••••• . . . . . . . . . . 
... . . . 
.... 

• .... .... . . . .. . 



COUNTY OF HIDALGO 

OR: 

OUTI IWE TOIL AND LAND, fNC. 

By~~ 

a.me: DAVID O ROGERS JR. 

Title: PRES ID ENT 

§ 
§ 
§ 

Thi s instrument was acknowledged before me on the lOTJI day of OCTOBER 
DAVID O ROGERS JR. as PRESlOENT 

, 2006, by 
of 

SOUTIIWEST OIL & LAND I NC. 
corporation, on behalf of said corporation. 

COUNTY OF~~~~ 

a TEXAS 

Notary Public, tale of Texas 
My Commission Expires:~ ~ '°-ul1

~ 

§ 
§ 
§ 

This instrument was acknowledged before me on the day of __ _ , 2006, by 
• • •••••• . ... . . . 
• • • 

... . . . 
. "' .. . .... .... . . ... 



TATE OF /f.X45 

COUNTY OF N,J eceS 

IG OR. 

§ 
§ 
§ 

'fNC. 

This ins trument was acknowledged before me on the / .£. ftj day of fJ £nix~ , 2006. by 
.1Zli11 T C u1,CC1 t+t\J as _ It c.. of 

7it, , &N ~ ' t,,ofl. ,/ /Ne 
corporation, o~ half of said corporation. 

a 

TAT OF 

ffil~A M. HERNANDEZ 
MY OMI.IISSION EXPIRES 

June 24, 2007 

COUNTY OF 

Notary Public, State of Texas 
My Commission Expires: -~ ___ _ 

--------

§ 
§ 
§ 

This instrument was acknowledged before me on the day of _ , 2006, by 

otary Public, tale of Texas 
' ....... ~ft 

,,,•'\\1 ffl<.c1,rmnission Ex~ t -+-t.......,.,...._,__ ___ _ 
~,,'~~ •.•••••••• #,t-'t,}.TE __ ·N~U:.......:.-----

f ~ .. *· ··... ~ A true COPY I certify 
ff f \ ~ EDDY TREVINO 

\g\. './~fnz~erkF, 1dalgo ~X~~ 

,,~·-..... ~···~~' ".,,Of: HIO~\; ,,,,,' .......... ,, .. 

. . ...... . .. . . . . 
••• 

... . . . 
.... . . 
.... . . . .. . 



TATEOF~~~~-~~~~~~~­

COUNTY OF· ~e~ 

DONNA ANN MESMER 
Notary Public. State of Texas 

My Comm1ss1on Expires 
February 19. 2010 

COUNTY OF -------

IG OR: 

TRIROCK ENERGY, A TEXA GE ERAL 
PARTNER HIP 

By:&eJ4~~ 
Name: 1un" /11 X £;, rn-utn 

Ti tle : f'4 r+11 e r 

§ 
§ 
§ 

Notary Public, tate of Texas 
My Commission Expires: oJ}iq J~o, O 

, 1 

§ 
§ 
§ 

This instrument was acknowledged before me on the day of , 2006, by ---

k: share acquire 37f rms ~bs•1 

• • ...... 
• 
•• • . . . . .. 

• 

• • • • . . .. 
.... 

• . .. . 
•••• . . . .. . 



' , . 

JEf I RI 'r I . [· CKI· R (AI\.. J1~11 l [ Cl\..l· R) 

B) . ~Ltf!' J- LJidWL _ 
,ame St: .f-f rey T. ()~,.J,e-y 

I itle: 

' I [[- OF --

COLP\ 1 v or 

1 his instrument was aclu1o,\lec.lgec.l before me on the 

-
corporation. on behalf or <;aic.l corporation 

, 1t\11- 0 £· L1--" s. 
~~ 

COL '\J rv or Nue. L t ~ 

as 
a 

'-otal) Public. tate of r e,as 
\,fy Commission £·,pires: 

. 2006. h, 
or 

. . ...... 
• 
• • • . . . . . . 
... . . . .. 
. . . . . .. . . . . . . . . .. . 



' .. 

OR: 

VERDADO. LLC 

Name: C , (\t?- N i:- iJ) 

TATEOF ~oYv-- § 
§ 

COUNTY OF ~ Wisc- § 

This instrument was acknowledged before me on the \l. ~ day of Q c.A . _, 2006, by 
C. ~<' {\ e"-8.. ~(\:;) w A as f'<':w0.. '0-)'- r of 
\J..,.{) [ d,,...~D a \ ,~, \,,cl \; o,}:) 1 \ , \"' 

\ corporation, on behalf of said corporation. 

TATE OF 

CO TYOF ~~~~ 

?t~'Y-:::-- cfiW/\ ~ 
Notary Public, tale of~ ~ 
My Commission Expires: ~ - \1.-- ::Li::::.1-:::)q 

§ 
§ 
§ 

This insaument was acknowledged before me on the day of ___ , 2006, by 

}~ffii~~',, tale ~fTexas 
~' ~:G~~c Expires: 

f ~ ... * .... ti'1'-TE_}N~oTrvL -...L.2-:ua~2~oo'iv-s~==--
~ : 1 u, ; A true copy I certify 
~ 'o\ :~ l EDDY TREVINO 
~ ~-. /~: ~ H'dalgo '100l)ty, Texas ",,,,, ... _.,;· ........ ··~~J~ount I rk, ' a >£ Deputy 

'~,,0/:#fmt-~,.,,, By ~ ~~ ........ ,,,1 G 

• • ...... . .. . . . . . 

••• • . . 
•• 

.... 
• .... .... . . . . . . 
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T T OF TEXAS 

COUNTY OF llIDALGO -------

OR: 

VIC I ORlA I RADlNG CO'vf.P NY. LLC 

Name: DAVID O ROGERS JR. 

Title. OWNER/MANAGER 

§ 
§ 
§ 

------

This instrument was acknowledged before me on the lOTH day of OCTOBER , 2006, by 

as OWNER/MANAGER of 
VICTORIA TRADING CO. LLC . a TEXAS, 1 TMTTED 1 IABU ITY 
c6fpddd.J::Ji, on behalf of said corporation. 
COMPANY 

r SYLVIA BECH() l"'c:!.~: N<xary Public, State ol Ti 
~ My Commission Expires 

03-26-2009 

TAT OF 

COUNTY OF -------

Notary Public, tate of Texas 
My Commission Expires: !J ~ lo - .::.t.ro q 

§ 
§ 
§ 

This instrument was acknowledged before me on the _ day of . 2006, b7 ----
• • ....... . ... . . . . . . 
... . . . 

•• 

.... . . . . . .... . . . .. . 
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T TE OF [ 'z I Jf\ J 

COUNTY OF 11 f\1?.P I) 

KERR-McGEE OIL & GA ON I !ORE l P 

By: ~<:O:Z:1~ 

Title. 11 7 [c R 1Ul '1 ~ J N I tic r 
j 

§ 
§ 
§ 

This inslrumenl was acknowledged before me on the L. day of /L~J~'<.1 ·~1
1 

, 2006, by 
v-=-: J (,, If )) \, !~ ,tl.(' t as f\, t _ rl\t) t--- - ,-1\( 1 of 
.j..;.0L...;.•....:.f+t-l--'n'-J.\rU,........._r'..._C._, ...... ,..1..\...:.r_.,__1 ...e.;•c...:.l~1,..;.L..L.)\J..;:1,i._µ~ •..........i<--.1...L

0 ____ • a l 11,-. ct <rl r '<f;VC\)1 ·1' 
corporation, on bchaJf of said corporation. 

,I:~ . 
t ·~· l, . . ;. 

T TEOF 

MARCELLE C FOLEY 
M1 COMMISS10N EXPIRES 

October 16. 2009 

COUNTY OF 

Notary Public. tate of Texas 
My Commission Expires: ~-~lv....__2. ___ c.<_r ___ l 

§ 
§ 

This instrument was acknowledged before me on the _ day of . 2006. by 

otary Public. tate of Texas 
\,[1 Commission Expires: _______ _ 

, i ,. 'I I 

,, ,,111111,,,,, 
,,,, :\'i CLE ·,,. 

...... ~~~-······ •• ~,t , NOV 2 0 2006 
~ ~ ·*'f)At'-E ·ty g l ·. A true copy I cert, 
~ i i E EDDY TREVINO 
~ C"!"· : ~~tlg~C ty, Texas \~··... ..·£0 n ~~~ Deputy ',,,t~oi:·~-.~ ~ f__........------r-. --~ -

,,,.,,,,,.,,,""' \\ \ 

. . ······ . 
•• • . . . . . . 

• • • • . . .. 
.... . .... .... . . . ... 
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ttached to ~ m9-de a part of Lhat certain A IG MENT D BILL OF ALE dated 
(l,P ft('t:. t 1 , 2006 effective October I, 2006 covering the 

Jeffress Prospect located in Hidalgo County, Texas 

OIL AND T: 

Oil and Gas Lease dated Apri l I , 2004 by and between Juan Lino Garza and 
Guadalupe Garza, Jr .. as Trustees (hereinafter "frustees") of the Garza Energy 
Trust of 1994 (MF# 104 158), as Lessor and LMP Petroleum, lnc., as Lessee and 
recorded in Document o. I 381542, covering 176 acres of land, more or Jess, in 
Hidalgo County, Texas. 

WELL : 

Garza- tate Well No. I (AP[ # 42-215-33277) 
Garza- Lale Well No. 2 (AP[ # 42-2 15-33283) 
Garza- tale Well No. 3 (AP! # 42-215-33391) 

As shown in this greement. 

. . ······ . . . . . . .. 

... . . . 
.... 

• . .. . 
• • • .. . 
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~ / Kerr/VtGee 
Kerr-McGee Oil & Ga On bore LP 

16666 NORTHCHASE • HOUSTON, TEXAS 77060 
281-673-6000 

Thomas W. Kendall 
Senior Counsel 

Texas General Land Office 
lln: Mr. James M. In in, Jr., P.E. 
tephen F. Austin Building 

I 700 onh ongress A venue 
ustin, Te as 7870 1-1495 

Re: tate Oil , Gase se (MF-I 0415 
176 Acres, Garn 

Dear Mr. Irwin: 

March . 2007 

. - .... 

This letter is a follow-up to the letter dated o ember 16, 2006 from you to Mr. Mark Galloway 
of Kerr-McGee Oil & Gas Onshore LP ("Kerr-McGee"), and the various con, ersations and 
correspondence that have taken place betv een representati cs of Kerr-McGee and the GLO since 
!he date of that letter concerning the GLO's views on the offset well obligation on the referenced 
lease . 

I belie e the last , ritten correspondence you have received 1s a letter from Mr. Galloway dated 
December 12, 2006, wherein he ad ised the GLO that Kerr-McGee had undertaken discussions 
with El Paso in connection with the pooling of 1.35 acres from the captioned lease with 3 .65 
acres out of El Paso's tale Oil & Gas Lease (MF-091211 ). the lands under which adjoin the 
captioned lease. At that time, Mr. Galloway, relying on statements from El Paso, firmly believed 
that El Paso would agree to the pooling of the 1.35 acre tract with the acreage from Late Lease 
MF-091211. llowe er, afier the cv Year's break, representatives of El Paso advi ed Mr. 
Galloway that they had changed their minds and v ould not agree to any pooling of lands under 
the e tv o leases. 

ubsequent to that conversation, El Paso proposed the drilling of the Zamora tate # 13 \\ell to 
Kerr-McGee, who also owns a leasehold interest in tale Lease MF-091211 . As of this date, this 
well is currently drilling appro,imately 645' from the north line of tate Lease MF-091211 and 
approximately 477' from the east line of said lease. The drilling of this well v ould satisfy any 
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Mr. Jomes M. Imm, Jr. 
Texns General Land Office 
Morch 7, 2007 
Poge 2 

offset well obligation the lessees of tate Lease MF-09 1211 would have in favor of the GLO 
related to the Garza Zamora Energy Trust #3 well, \i,,hich lies immediately north of tatc Leases 
MF-104158 and MF-091211, and is the alleged draining well referred to in your leller of 

ovember 16 to Kerr-McGee. Kerr-McGee agreed to participate in the drilling of this \! ell, 
which is being operated by El Paso. The target zone for this well is the same formation from 
which the Garza Zamora Energy Trust #3 well is producing. 

Considering the fo regoing circumstances, Kerr-McGee respectfully suggests a compromise to the 
three settlement options advanced by the GLO on page tv o of the ovembcr 16 Jetter, v hich is 
to pem1i t Kerr-McGee to grant the talc an overriding royalty interest in the Zamora talc # 13 
well, to be carved out of Kerr-McGee's working interest in that"' ell. Kerr-McGee has attached a 
proposed ompe nsatory Royalty Agreement for the GLO's review and approval. 

s seen abo e, Kerr-McGee's preference was to embrace the GLO's settlement option number 
three, as set forth in the GLO's letter of ovember 16, 2006. But, our efforts to effectuate that 
manner of settle ment were stymied by El Paso's refusal to pool its interest in late Lease MF-
09 12 11 with Kerr-McGee's interest the 1.35 acre tract out of talc Lease MF- 104158. While this 
scenario does not exactly fit option number three, it docs pro idc the GLO with relief on the 
drai nage issue and it is Kerr-McGee's belief that this compromise offers a ,cry workable solution 
for all invol ed. 

Accordingly, Kerr-McGee hereby seeks the GLO's approval that the attached Compensatory 
Royalty Agreement satisfies the drainage concerns of the GLO \\ 1th respect to the 1.35 acre tract 
ou t of tale Lease MF- I 04158, and that Kerr-McGee's obligation to protect such lease from 
drainage has likewise been satisfied. If you would like to discuss this matter in further detail, 
including the specific provisions of the Compensatory Royalty Agreement, representatives of 
Kerr-McGee would be wi lling to meet with you at your convenience. Thank you . 

Thomas W. Kendal l 
r. ounsel 

cc: Mr. Ladell Col lier-GLO 
wl attachment 
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T hi omp n ator OR: palty :

0

: , n:~ 'Agr2mcnt")~ s :.de :d entercdQmlo a ./2 
the 8th day of March, 2007, by and between Kerr-McGee Oil & Gas On hore LP ("Kerr­
McGee") and the General Land Office of the Stale of Texas ("G LO"). Kerr-McGee and 
the GLO are omelimes hereinafter referred to, individually, as a "Party" and, 
co llecti vely, as the "Partie ". 

ll : 

W U R 1 , Kerr-McGee is the record owner of one hundred percent ( I 00%) of the 
working inlere t in and to tate Lea e MF- I 04 158 located in Hidalgo and tarr Counties, 
Texas; 

WHE R , Kerr-McGee is a working interest owner in the Garza Zamora Energy Trust 
o. 3 Well , which is located on a private oil and ga lea e adjacent to and immediately 

north of State Lease MF- I 04158, I Iidalgo and Starr Counties, Texa (the "Alleged 
Draining Well"); 

W U i RE , Kerr-McGee is a working interest owner in State Lease MF- 09 1211 , which 
i located adjacent to and immediately we t of State Lease MF- I 04 158 in I lidalgo and 
Starr Counties, Texas; 

Wll R , the GLO has asserted that the production of oil and/or gas from the Alleged 
Draining Well has obligated the lessees of Stale Lease MF-10415 and MF-09 121 1 to 
protect such leases from drainage by the drilling of offset wells on such leases or lo make 
other agreements with the Commissioner of the GLO to protect the Slate's interest in 
such leases from drainage; 

V H R , the lessees of State Lease MF-0912 11 have commenced the dri ll ing of the 
Zamora tale o. 13 Well (the "Off: et Well") on such lea e and have fu lly complied 
wilh the off: et well covenan t contained in State Lease MF-09 12 11 and/or in the pertinen t 
statute of the State of Texas; 

WII ER A , The GLO has determined that the area of drainage existing on Stale Lease 
MF- I 04 158 consists of approximately 1.35 acres, as depicted on the plat attached hereto 
as Exhibit "A" (the "Drainage Area"); 

W HERE , in order to satisfy its offset well obl igation to the GLO with respect to State 
Lea e M F- 1041 58 and/o r the pertinent statutes of the State of Texas, Kerr-McGee has 
proposed to enter into this Agreement with the GLO; 

Wll R , the Commissioner of the G LO ("Commissioner") has determined that the 
payment of a compensatory royalty out of production from the Off: ct Well , as herein 
provided, will fully satisfy Kerr-McGee's leasehold and statutory obligation to dri ll an 
offset well on State Lea c MF- I 04 158, including the Drainage Area; and 

W U R , Kerr-McGee, the GLO and the Commissioner have agreed to settle and 
compromise any disputes they may have concern ing the Drainage Area by entering into 
this Agreement. 

0 \: , T H R •ORE, 111 consideration of the premises, the Parties hereby agree, as 
fo llows: 

l) In the event the Offset Well I completed a a producer of oil and or ga in pa)'lng 
quantitie , Kerr-McGee shall pay to the Commissioner a compensatory royal ty, as 
de cribcd below, commencing with the first production from the Off: ct Well, and Kerr­
McGee hall continue paying such compensatory royalty for so long as the Offset Well 
continue to produce oi l and/or gas. Kerr-McGee shall make such payments to the 
Commissioner on a monthly basis and at the same time as it pays the Cammi sioner 
royalt ies from the Offset Well. The compensatory royalty shall be borne entirely ou t of 
Kerr-McGee's lea ehold interest in the Offset Well. The compensatory royalty shall be 
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paid to the Commissioner, based upon production from the Offset Well , in the decimal 
interest set forth below, as fo llows: 

tale ofTexa , Commissioner o f the General Land Office: 0.00421875 of I th 

2) The Commissioner, as evidenced by his execution o f this Agreement, has determi ned 
pursuant to the provis ions o f State Lease M F- 1041 58 and/or the pert inent statutes of the 

tate of Texas that the payment of the compensa tory royalty out of production fro m the 
Offset Well , as herein provided, does satisfy, in whole, the lessee' s ob ligation under such 
lea e and/or under the pertinent statutes of the State o f Texas to dn ll offset wells as a 
consequence o f production o f oil and/or gas from the Alleged Dra ining Well , but insofar 
and only inso far as the Alleged Draining Well is concerned . 

3) Further, the GLO, acting by and through the Commissioner, does hereby release Kerr­
McGee of and from any and all obligations to drill offset wells to protect the Drainage 
Area and State Lease MF- I 041 58 from drainage as a consequence of the production o f 
oil and/or gas from the Alleged Draining Well , as long as Kerr-McGee pays 
compensatory royalties from the Offset Well as herein provided. 

4) In the event the Offset Well is completed as a dry hole, then this Agreement shall ipso 
f acto terminate as o f the date on which the Offset Well 1s completed as a dry hole. In 
such event, Kerr-McGee shall promptly notify the GLO, in writi ng, that the Offset Well 
has been completed as a dry hole. 

5) This Agreement shall be binding on the succe sors and assigns of Kerr-McGee. 

This Agreement is executed to be effective as o f the date first written above, regard le s of 
the date on which a Party has executed it. 

KERR-Mc E O lL & A O HORE LP 

B 1: 
Jam c, comb 

gent and tto rne - in-Fact 

T 

By: 

ommi ioner of th en ral Land Offic 

2 
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ACKNO\VLEDGMENT 

STATE OF TEXAS 

COUNTY OF MONTGOMERY 

This instrument was acknowledged before me on the_ day of , 2007, 
by James L. Newcomb, Agent and Attorney-In-Fact for KERR-MCGEE OIL & GAS 
ONSHORE LP, on behalf of said limited partnership. 

Notary Public in and for the State of Texas 

3 
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March 19, 2007 

Mr. Thomas W. Kendall 
Senior Counsel 
Kerr-McGee Oil & Gas Onshore LP 
16666 Northchase 
Houston, TX 77060 

Via US Mail & Facsimile (281) 673-4148 

RE: tate Oil & Gas Lease (\ 11 -I O-l J '1~) , l 76 Acres Garza- late Lease, Hidalgo & tarr Counties, TX. 

Dear Mr. Kendall : 

Thank you for your letter of March 8, 2007 proposing settlement for uncompensated drainage of the above 
referenced lease by production from the Garza Zamora Energy Trust Well No. 3 ("draining well"). The 
General Land Office (GLO) staff is in general agreement with Kerr McGee's proposed settlement save 
and except for one item. 

GLO staff acknowledges that the drilling of the Zamora Stale No. 13 well ("offset well") is a reasonable 
effort to satisfy the offset obligation for State lease MF-0912 11 . However, the drilling of the "offset well" 
may not satisfy the obligation to protect the 1.35 acres currentl y drained on State lease MF-104158. Due 
to the location of the Zamora State No. 13 well, ifU1e productive correlative interval in the "draining well" 
is non-productive in the "offset well", then GLO staff expects Kerr-McGee to agree to pay (either in cash 
or via an over-riding royalty interest) a compensatory royalty equal to 0.421875% of 8/8' s of the revenue 
generated from the Garza Zamora Energy Trust Well No. 3 from date of first production. 

Mr. Daryl Morgan and I have each attempted to communicate this condition to you via voice mail. To 
date, we have had no response to our efforts. Therefore, it seemed appropriate to follow up wiU1 this 
letter. If Kerr-McGee finds this condition acceptable, please send your drafi settlement agreement via e­
mai l to daryl.morgan@glo.state.tx .us. Mr. Morgan will make appropriate changes to your drafi and return 
it for your review and comment. Once done, Mr. Morgan will present it to the Commissioner for his 
approval. Please advise within l O business days of receipt of this letter what Kerr-McGee's decision is. 
may be reached by phone al (5 12) 463-5326 or by e-mail at james. irwin@glo.state.tx.us 

Kncer: -1- 0. 
~ M. Irwin, Jr., P.E. 
Petroleum Engineer 
Mineral Leasing/Energy Resources 

cc: Peter Boone Robert I latter Daryl Morgan 

Stephen F. Aus11n Bui lding · 1700 North Congress Avenue · Ausun, Texas 78701-1495 

Post O ffice Box 12873 • Aumn, Texas 78711 1873 

512-463-5001 • 800-998 4C LO 

www.glo.~talc. tx. m 
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1700 No. Congress Ave , Austm TX 76701 (512) 463-5042 

la)OO J 

General Land Office 
1700 N. Congress Ave 
Austin, Tx. 78701 

Fax 
To: Mr. Thomas Kendall From: Jim Irwin (512) 463-5326 

Fax: (281) 673-4148 Pages: 2 (including cover sheet) 

Phone: (832) 636-1000 Date: 3/19/2007 

Re: RE: State Lease MF-1 041 58, Garza State 

Lease, Hidalgo & Starr Counties 

O Urgent O For Rev iew O Please Comment O Please Reply O Please Recycle 

PLEASE SEE ATTACHED LETTER. 
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Laune McNamara 
ProJecl Land Advisor 

pril I . 2007 

Tcxa .... General Land Office 
tln: 1r. Jame ... M. lrn 111, J r. P. 
tephen F. Au..., tin Build111g 

1700 onh ongrc...,., \Cnuc 
ll'>Lin, T 7 70 1- 1495 

~ / KerrNtGee 

R ~: tatc Oil , Ga'> Lea'>e (M - 10-t 158) 

,... __ _ 

Kerr-McGee 011 & Gas Onshore LP 
16666 Northchase. Houston, TX 77060 :, 
(281} 673·6819 FAX (28 1) 673-4819 

1a OH~rn1gh1 Dcl1\cry 

176 ere .... Gaua talc Lca .... e. I lidalgo and tan ount 1c...,, Te,a'> 

Dear Mr. Irwin: 

:-nclo'>cd arc three (3) original'> of the ompen'>atory Royalty grccmcnt \\C have agreed to. 
The grcement ha., been executed by Kerr McGee ii & a., Qn.,horc LP. Plea.,c e ccutc al l 
three original ., and return two('.!} originah to my .11Lcntion al the addre.,..., above. We wi ll have 
the agreement recorded 111 the county record., and provide you with a recorded copy when 11 ,..., 
available . 

We will al .... o provide ~1 Pa .... o, the operator of the Zamora talc o. 13 Well.\,\ ith a copy of the 
fully c ·ecuted agreement a'> .... oon ll , ..., a atlah le . 

hould you ha e any que .... 11011 ..... plca .... e call me. Thank you for your coopcrauon and pa11cncc 111 
re'>o lv1 ng thi.., matter . 

111cerely, 

Kerr-McGee Oil Ga... n .... horc LP 

Laurie Mc amara 
Project Team Lead 

cc: Mr. Thoma.., Kendall "" llh attachment 
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TE XA S GIENE R J\L l1 AN D O IFirR C E 

May 4, 2007 

Ms. Laurie Mc amara 
Kerr-McGee Oil & Gas Onshore LP 
16666 Northchase 
I louston, Texas 77060 

Re: Compensatory Royalty Agreement 
late Lease No. M- l 04158 

176-acre, Garza late Lease 
Hidalgo and tarr Counties, Texas 

Dear Ms. McNamara: 

J ERRY P ATTERSON, COMMIS IONER 

We hereby acknowledge receipt of your letter of April 18, 2007, and the three (3) 
originals of the referenced Compensatory Royalty Agreement. Enclosed are two (2) originals of 
the Agreement that have been executed by Jerry E. Patterson, Commissioner of the Texas 
General Land Office. We have retained one original of the Agreement for our fi les. If the 
Agreement is recorded, please provide us with a copy of the recorded instrument. 

Thank you for your assistance with this matter, if you ha, e any questions or need 
anything e lse, please do not hesitate to call. 

J. Daryl Morgan, CPL 
Energy Resources Divisio 
(5 12) 305-9 106 

Stephen F. Ausun Building · 1700 North Congress Avenue · Austin, Texas 78701 1495 

Post Office Box 12873 · Austin, Texas 78711 2873 

512 463-5001 • 800 998 4G LO 

www.glo.scatc. oc.us 
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Date Filed: S-: - L/----ffl 
Jerry 

By .. 'J-} ( ,q I l I y • ,, - v '-
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RR District: 04 

nit Type: 

DO NOT DESTROY 

Texas General Land Office 

U I T GREEME T MEMO 
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O HORELP 

tate Royalty Interest: 0.00421875 

0 

0 

0 

0 

0 

t(lfe Part in nit: 

11 it Depth 

Belo 111 Dept/, 

Aho11e Dept/, 

1 F I umber 

l ea e ere 

Tract Pa rticip atio11 : 

Lease R oyalty 

0 
0 

MF104158 

0 0337500 

0.033 75 

Well: 

Form otio11: 

Porticipatio11 Ba.,ir;: 

/ l/Excltl\io11. Apply: ee R emark/ 

Tra ct 11111ber 

1 35 / To tal n it Acre 40 = 
)( 

0 125 

Tract R oyalty Participation 0 0042188 

! 0 11110 1 Tract Participation: 

1\1a1111al Tract R oyalty: 

No Tract R oyaly R erl11ctio11 

Tract Royalty R ate 

Tract 0 11-Li11 e Dare: 

Wedn esday, May 09, 1007 

0 

o?-OY(,20? 

P 07-100 nit u1nber 4024 

Effecti11e D ate 4/3/2007 

11itized For Oil & Gas 

, 11it Term O Monti/\ 

,- - - - - o ' ee R emar/.. L _____ I ___ ___, 
, ----01 

Page I of 2 



A P! 'umber RR Number 

Remar/.. .\ : 

Prepared By : 

CLO Base prlated By: 

RA I Approval By : 

GI Hy: \JfW-~~Q 
Min eral 1aps By: 

II ed11e do)', \f a)' 09, 100 7 

This 1s not a unit but is a compensatory royalty for the Garza Zamora Energy Trvst No 3 well See M-104158 for 
seltlement agreement. 

Prepared Date: 

GLOBa.\e Date: 

RA 1 Appro11al Date: 

Cl Date: 

1\ fi11 eral lap.\ Date: 

P 07-100 nit umber 4024 Page 1 of 1 



.. 
• • .... .... 
• . ... 

• .... . . . . . . . 
•••• • • 

• .... 
• •••• 

COMPE S TO RY ROYALTY G REEME T 

T hi~ Com pensa tory Roya ll) gr ement (" grccmcnt"J 1, made and entered into a, of 
the 3rd da) or Arni. 2007. hy and hctwccn Kerr-McGee Oil & Ga, On,horc LP ("Kerr­
McGcc"J and the General Land Office of the late or Tcx .. 1, ("GLO"). Kerr- !\cGcc and 
the GLO .ire ,omctimc, hcrc1naltcr referred to. 1ndi\ 1duall) .• 1, a "Part) .. and. 
collcc11,.ely. a, the "Part1c, .. . 

\ IT ESSET II : 

\ II ERE.A.·. Kerr-McGee "' the record n,,. ncr of one hundred percent (I()()<,) of the 
working 1n1cre,1 111 and w. tale Lea,e lr - 1()..1158 located 111 I l1dalgo and . tarr nun11c,. 
Te,a,; 

W HERE .. '. Kerr-McGee "'a working intcre,t m, ner 111 the Gar1<1 Zamora Energy Tru,t 
o. J Well. v.hich 1, located on a rn\ate oil .ind ga, lea,c adiacent to .111d 1mmcd1atcly 

north or . talc Lea,c 11F- I 0-1158. I l1 d .. llgo and Starr C'ountte,. Tc,.i, ( the "Alleged 
Draining Well"): 

WII ERE S . Kerr-McGee"' a \.\.ork111g 1nterc,t m,.ncr 111 , talc Lca,c MF- 09121 I. v.h1ch 
"'located adjacent to and 1111111cd1atcly wc,1 ol . talc Lca,c Ml--- 10-1158 111 l lidalg.o and 

tarr oun11 e,. Tcxa,: 

W IJ ERE.AS. the GLO ha, a.,...crted that the productton or oil and/or ga, from the Alleged 
Dra1111ng Wel l ha, ohl1 gatcd the lc.,...ce, of State Lca,c, MF-10-1158 and Ml---091211 to 
protect ,uch lea,e, from drainage hy the drilling or ort\ct ,., ell, on ,uch lca,c, or to make 
other agreement, with the Comml'>,1oncr of the GLO to protect the ' 1a1c·, interc,1 111 
,uch lca,c, from drainage: 

WHERE S. the Je.,...cc, or St.lie Lca,e MF-091211 ha,e comnH:nccd the t.lnll1ng of the 
Zamora State o. I J Well (the "Ort\et Well") on ,urh lea,c and ha,e full) complied 
\\1th the ort\ct ,,ell <.:mcnant contained 111 talc Lc,N: !\F-091211 .. ind/or 111 the pertinent 
,1.11utc, o l the ' tatc or Tcx .. h: 

\ II E REAS, The GLO ha, dctcnrnncd that the area of drainage c,1,t111g on State Lca,e 
!\r-10-1158 con,1,1, of appm,1111a1cl, I.J5 .1cre,. a, depicted on the plat .111ached hereto 

a, Exh1hi1 ·· ·· (the "Dra111agc rca"): 

\ VII E REA:. 111 order to , .. 111,f) 11, ort\ct ,.,etl ohl1gatmn to the GLO \\Ith rc,pect to talc 
Lca,c tr·- I ()..1158 ,ind/or the pertinent '>l,Hutc, of the State ol J e,a,. Kerr- 1cGcc ha, 
propo,ed to enter 11110 thi.... Agreement\\ 1th the GLO: 

W H EREAS. the 01111111 ...... 1oncr or the GLO (" omm1,,mncr··1 ha, de1cr1111ncd that the 
pa1ment ol d <.:ompcn,atm) rn)..ilty out of prnduc11011 Imm the 011,ct Well m the llcgcd 
Dra1111ng \,\ ell ( a, the ca,e 111,1) he). ,1, herc111 prO\ 1dcd. v. ill fully ,.111,t, Kerr-McGee·, 
lc.1,chold and ,t,11uto1) ohligat1 on to <lnll an ofhet \\ell on talc Lca,c MF- 1()..1158. 
1n<.:lud1ng the Drainage Arca: and 

W II E REA:. Kerr-McGee. the GLO ,ind the C'omm1.,...1oncr h:.l\c agreed to ,clllc and 
compmm1,c an1 di,putc, the, may ha\c concern1ng the Dr.11nage rea h) enlenng 11110 
1h1, grecmcnt. 

OW, T II EREFO RE, 111 corNdcrat1011 of the prcm1,c,. the Part1c, hcrchy agree. a, 
fo li o,.,., : 

I ) In the e\Clll the Ort\ct Well 1, completed a, a producer or oi l and/or ga, 111 pay111g 
quantitic,. Kerr- lcGcc ,hall pay to the 01111111'>,ioncr a <.:ompcn,a tor) royalty. a, 
de,cnhcd helm\. commencing \\.1 th the fir,t produc11on Imm the Ort\ct Well. and Kerr-
1l:Gcc ,hall con tinue paying ,uch compen,atory royalty Im ,o long a, the Off,ct Well 

con11nue, to produce oil and/or ga,. Kerr-McGee ,hall make ,ucl1 paymrnt, or cau,c 
,uch pa) mcnh to he made 10 the 'omm1.,...10ncr on a monthly ha,1, and at the ,ame 11111e 
a, the Con11111....,1trner 1, paid rn,alt1c, f rnm the Ort\et Well. The compcn,ator, royalt, 
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.., hall he borne cn1 1rely ou t ol Kerr-McGee·.., lca ... chold 1111crc,1 in the 0 11\cl Wel l. The 
cornperhalory roya lty ... hall he paid to the 0111111 i..,..,1oner. ha..,cd upon produc tion from the 

rt\c l Well. in the dec imal ir11crc ... 1 ... ct fo rth below."" fo llov .... : 

Stale or Te\a .... Comm, ...... ioner or the General Lam! Office: 0.0042 t 8r of 8/8th~ 

2) The 0111111i ..,.., ioner. a ... e , 1denced by hi.., cxecu110n or 1h1.., Agreement. ha.., determined 
pur ... uanl 10 the prm i..,1011 ... o f ' 1me Lea ... c 11· 1011 58 and/or the pcnincnl ... 1a1u1c ... o f the 
Stale or Tcxa ... that the payment or the co111 pcn ... a10r) roya lty out or produc11on from the 
011\ct Well or the ll eged Dra1nrng Well (a" the c .. h e rmt) he) ....... here in prO\ 1dcd. doc" 
... a1 , ... ry. rn \v hole. the 1c ...... cc ·.., ohliga1ion under ..,uch lca..,c and/or unde r the pert inent 
.., ,a1u1 c.., o r the Staie or Tcxa ... 10 drill o ll ..,et we ll ... a.., a con..,cquencc of produc11on or oil 
and/or ga.., Imm the Alleged Dra ining Well , hut 111 ... o lar and onl , in..,olar a ... the llcgcd 
Draining Well j.., concerned. 

J) h1nher. the GLO. act 111g by and through the Com1111 ..,..,1oncr. doc ... hereby re lea ... c Kcrr­
MeGec o r and from any and all ohligatior,, to drrll off \et wel l.., 10 protect the Dr,unage 

rea and State Lea ... e 1 f· I 0-11 58 from dra inage a" a con..,equencc o l the product10n of 
otl and/or ga.., from the Alleged Dra 1111 ng Well . a ... long a.., Kerr McGee pay.., 
comperN Hory royalt1e.., from the Ofl\e l Wel l or the Alleged Dn.11 n1ng Well (a" the ca..,e 
rnay be) a ... herein prm rded . 

.J ) In the event the 011\et Well 1.., completed a" a dr) ho le or. if 11 1<., completed a" a we ll 
capahlc or produci ng in pay ing quanlltic .... and therca fl cr cca"c" to produce 111 paying 
quantitic, wi thin 12 month.., allcr the date o l fir..,, produrnon from ... uch we ll . then Kcrr­
McGec "hall commence 111al,.1n g cornpcrhatory royalt y payment.., to the GLO from ii... 
lca ... chold 1111ere ... 1 111 the Alleged Dra 1n111g Well al the ... amc decimal imcrc ... 1 ..,c t fo rt h in I) 
ahovc. In audit ion. Kerr-McGee "hall mal,.c a retroac t, ,e compen ... aiory roya l! ) payment 
fro m the ll cgcd Dra1111ng Well to the ,LO. vv ithoul 1ntcrc,1. ... uch payment to cover the 
period beginning 16 1 day ... a ft er the date of lir ... t prod uct ion or the Alleged Dra1n1ng Well 
and ending on the day hdorc the date on which compen..,;.11ory royalty payment ... from the 

llcged Draining Well begin . 

5) Tlw, grccmcnt 1.., for the ..,o lc benefi t of the Pan ic" and 1he1r rc..,rcct1, c ..,uccc..,..,t>r.., and 
a ...... 1gn.., and no other pcr...trn or entity ... hall he cn1 1tl ed 10 enforce thi ... Agreement or any or 
the prov i ... ion.., hcrcor. rely on an) reprc ... en1a11on. ,, arTant}. cmenant or agreement 
contained herein. rcce1\c any nght.., hereunder 01 he a third party henelic1ary or thi.., 

grcemcn1 . 

6) Th i" grccmcnl ... hall he binding on the .., uccc..,..,nr.., and :.Mign.., of Kerr-McGee. 

Th i.., grecmcnt i.., e\ ecutcd 10 he c ffccti,c ... .., o f the dale fir.., , wn llen aho\e, regardlc..,.., o r 
the dale on \,\ hich a Party ha ... executed 11. 

KERR-MCGEE OIL & GAS O SHORE LP 

Ja c~ c,, comb 
gent a nd Attornc -in- Fact 

2 
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ST TE 0 1· Tl: S 

COLI TY 0 1· MO TGOM l:RY 

ST TE OF TEXAS 

·*--

·1 ht.., in..,trumcnt \\ a, acl-.ncm !edged helore me on the 19 c.lo.1y of . 2CX)7 • 
hy Jame, L. cwcomh. Agent Lind Auorncy-ln-FLtct for K RR-MC'G [: E OIL & G 
O SI IORI::. LP. on hchalf of ,.11d l11111ted rL111ner,h1p 

ot.ir1 Puhltc 111 and for the St.tic of 1 exa, 

:······ ............ ············- , 
~ E 

G(•\r\...... ' P,l 
~ • T(JI.A: t 

.. :.n . ."!~~ ....... f.'!' •• o.1~~~J 
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Texas eneral Land Office 
ttn: Mr. James M. Irwin, Jr .. P.E . 
tephcn F. Austin Building 

1700 orth Congress Ave . 
Austin, T 78701 - 1495 

October 9, 2007 

RE: tate Oil & Gas Lease (M F- 104 158) 
176 acres, Garza talc Lease 
11 idalgo & tarr Counties, Texas 

Dear Mr. In in: 

T)~-rvr-J~ 
~ 1&:> 1'v 

Am!~~~y~ ! "~: ! 
~ ;' 

:T.. , 

Enclosed is a recorded copy of the ompensatory Royalty Agreement \\ hich was fi led under 
Document I 762669, I lidalgo County, Tc.,as, for your fi les. 

Thank you for your time and consideration. 

incercly, 

fol ;d.11(, ft1,_ 
Mardellc Foley 

r. taff Land Analyst 

lTi f 

Enclosure 

ANADARKO E&P COMPANY LP • PO BOX 1330 • HOUSTON TEXAS 77251 1330 



I.I 

Hidalgo County 
Arturo Guajardo Jr. 

County Clerk 
Edinburg,TX 78540 

Instrument Number: 2007-1762669 
As 

Recorded On: May 25, 2007 Recording 

.. . . . . .. .... . .... 
• ...... . . 

Parti es: 

To 

Comment: COMPN ROY A GREE 

.... Examined and Charged as Fo llows: ... 

Billable Pages: 4 

Number of Pages: 5 

R cording 28.00 

28.00 ······ . . 
.... . .... . ...... . . 

Total Recording . 

............ THIS PAGE IS PART OF THE INSTRUMENT ........... . 
Any provision herein which restricts the Sele, Rental or use of the described REAL PROPERTY 

because of color or race Is invalid end unenforceable under federal law 

Fi lo Information: Rocord and Return To: 
Document Number 2007-1762669 

Receipt Number 862296 
Recorded Date/Time May 25, 2007 10 11 A 

User I Station E Castillo - Cash Station 04 

S"'f'A '"( or 'f"t:Ju, s 
C,OUNY"Y o r UtOAL O O 

KERR-MCGEE OIL & GAS ONSHORE LP 
PO BOX 1330 
HOUSTON TX 78540 

I horoby cortlly 0111 0111 lnstrumonl wn flLED In tho Fiio Number uquonce on U,o dole/limo 
printed h•ron. •nd ._.. duly RECORO(O In the O fficial Fbcord• of Wdatgo County, TuClla 

Arwro Guajardo Jr 
County Cl•rl< 
Hidalgo County, TX 
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T R R Y LT T 

T hi omp n a t r R a lt g r m nt ("Agreement") i made and entered into a of 
the 3rd day of April , 2007, by and between Kerr-McGee Oil & Ga Onshore LP ("Kerr­

lcGee") a nd the General Land Office of the tate o f Texa · ("GLO"). Ke rr-McGee and 
the GLO are sometimes hereinafter re ferred to, individually, a a "Party" and , 
collecu vely, as the " Partie " . 

WIT 

W ll •RE , Kerr-McGee i the record owner o f one hundred percent ( 100%) o f the 
workrng in tere. t in and to Late Lea. e MF- I 04 158 located in Hidalgo and tarr Counti es, 
Texas; 

, II I R E , Kerr-McGee i · a working intere t owner in the Garza Zamora E nergy Trust 
No. 3 We ll , which is located on a private o il and gas lease adjacent to and immediately 
north o f tale Lease MF- 104158, ll1dalgo and Starr Countie, Texas (the "Alleged 
Draining We ll"); 

\ II ,. R • , Kerr-McGee i a working intere t owner 111 Stale Lease MF 09 12 11 , which 
is located adjacent to and immediately west of State Lea e MF- 1041 58 in Hidalgo and 
Starr Coumie , Texas; 

·wu 1 R • , the GLO has a erted that the production of o il and/or ga · fro m the Alleged 
Draining Well has obligated the le ees of State Lea es MF- 1041 58 and MF-09 1211 to 
protect such lea e from drainage by the drill ing o f offset well on uch lea es or to make 
other agreement<, wi th the Ca mmi sioner of the GLO LO protect the Sta te's interest an 
such lease from drainage; 

, i\'II i R •A , the lessees of Late Lea e MF-09 12 11 have commenced the drilling of the 
Zamora S tate No. 13 Well (the "Off et Well") on such lease and have full y complied 
wnh the o ff et weJJ covenant contained in tate Lea e MF-091 2 11 and/or in the pertinent 
statutes o f the tate of Texa ; 

, Tl IR , The G O has determined that the area of drainage ex1sllng on State Lea e 
MF- 104 158 con ists o f approx imately 1.35 acres, a depicted on the plat attached hereto 
as Exhibit " A" (the "Drainage Area"); 

,~,n !.R 1 , in order to saci fy it offset well obligation to the GLO with respect to tale 
Lease MF- I 0...\ 158 and/or the pertinent statute of the State of Texas, Ke rr-McGee has 
propo ed to enter into thi · Agreement wi th the GLO; 

, II • R 1 A , the ommi ·ioner of the GLO ("Comm, . ioner") ha. determined that the 
payment of a compe nsatory royalty out o f production from the Offset Well or the Alleged 
Drain ing W ell ( a the ca e may be), a herein provided, will fuJ! y ati sfy Kerr-McGee ' s 
leasehold and tatutory obligation to drill an offset well on State Lease MF- I 04 I 58, 
mcludmg the Drainage Area; and 

, II • • A , Kerr-McGee, the GLO and the ommi io ne r h avt> agreed LO settle and 
compromise any d1 pules they may have concerning the Drainage Area by entering mto 

th1 Agreement. 

' ' 
fo llow~: 

• an consideration of the premise , the Parties hereby agree, as 

I ) ln the event the Off et Well i~ completed a a producer of oil and/or gas in paying 
quantities, Kerr-McGee ha ll pay to the Commis ioner a compensato ry royalty, as 
described below, commencing with the fir t production from the Off et W ell , and Kerr­
McGee shall conunue paying such compen atory roya lty for o long as the Off et Well 
continues to produce oil and/or gas. Kerr-McGee shall make uch payment or cause 
such payment to be made co the o mm1 1oner on a monthly ba 1 · and at the ame ume 
a the Commis ioner i paid royalties from the Offset Well. The compensatory roya lty 

AL PAPERS 
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shall be borne entirely out of Kerr-McGee ' s leasehold intere t in the Off et Well. The 
compensatory royalty shall be paid lo the ommi°')s ioner, ha ed upon production from the 
Off et Well, in the decimal interest et forth below, as follows: 

tale o f Texas, Com mi ioner of the General Land Office: 0.00-'21 75 of I th 

:?.) The Commi sioner, as evidenced by his execuuon of thi Agreement, has determined 
pursuant to the provisions of late Lease MF-1041 58 and/or the pertinent statute of the 
State o f Texas thai the payment of the compen atory roya lty out of producuon from the 
Off et Well or the Alleged Draining Well (as the ca e may be), a herein provided, does 
sausfy, 111 whole, the Jes ee' obligation under such lea e and/or under the penrnent 
statutes of the tale of Texa to dnll offset well as a consequence of production of 011 
and/or gas from the Alleged Draining Well, but insofar and only insofar as the Alleged 
Draining Well i concerned . 

3) Further, the GLO, acting by and through the omm1 10ner, doe hereby relea e Kerr­
McGee of and from any and all obligation to drill off et well to protect the Drainage 
Area and State Lease MF-! 041 58 from drarnage as a consequence of the production of 
oil and/or ga from the Alleged Drarning Well , a long a Kerr McGee pay 
compen atory royalties from the Off et Well or the Alleged Drai nmg Well (as the ca e 
may he) as herein provided. 

4 ) In the event the Off e l Well I completed a · a dry hole or, 1f ll i completed a a well 
capable of producrng in paying quant1ues, and thereafter ceases to produce 111 paymg 
quanuues wi thm 12 months after the date of fir t production from such well, then Kerr­
McGee shall commence making compen atory royalty payment to the GLO from lls 
lea<,ehold 111terest 111 the Alleged Draining Well at the ame decimal intere t set fo rth in I) 
above. In addition, Kerr-McGee shall make a retroacti ve compen. atory royal ty payment 
from the Alleged Draining Well to the GLO, without intere t, uch payment to cover the 
period beginning 161 days after the date of fir t production of the Alleged Draimng Well 
and ending on the day before the date on which compensatory royalty payment from the 
Alleged Drainmg Well begm. 

5) Tim Agreement is for the ole benefit of the Partie and their respecti ve uccessors and 
assigns and no other person or entity shall be entitled to enforce this Agreemem or any of 
the prov1s1on hereof, rely on any repre entauon, warranty, covenant or agreement 
contained herein, receive any ri ghts hereunder or he a third party beneficiary of this 
Agreement. 

6) This Agreement shall be binding on the uccessor ' and assigns of Kerr-McGee. 

This Agreement 1s executed to be effective as of the date first wrillen above, regardle s of 
the date on which a Party ha executed it. 

I •RR-M IL & G II RE P 

BJ~~~ 
gent and ttorn -in-Fa t 

2 
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approved 
legal 
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deputy 
executive 

ST A TE OF TEXAS 

COU TY OF MO TGOMERY 

T T i 

Dy: 

ITT 

Notary Public in and for the S~ f Texa!i 

3 
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October 29, 2007 

E l Paso l'.xplora uo n & P roclucoon 
I 00 I Lowsiana Strccl 

I !o uswn , rX 77002 

jFRRY P ATT ERSO 

Re: Stale Lease MF I 04 158 - Compensatory Royally - Plen r f r to lhi lea e numb r "ilh all 
orr pond n 

Garza Zamora • nergy Trusl #3 
10004676 

The General Land Office has recei ed and filed the division order subm1lled for the above-referenced stale 
lease. Please be ad, 1sed thal the payment of roya lties attributable lo slalc-o,vned minera l interests is sel by 
slalule. s the execution of division orders may, in some cases, affect the manner in, hich such payments arc 
paid or calculated, 1l 1s the policy of this o ffice not to execute them. 

' ubJeel lo applicable stale law and the slate's nghl to lake ils production in-kind, the General Land Office 
acquiesces lo the sale of otl and gas under the terms and condit ions set out in the otl and gas lease. If you 
should have questions concerning U1is matter, please feel free to call me at (5 12) 463-652 1. 

incerely, 

B~z:;yst 
M meral Leasing Di, is1on 

5tcphcn F. Auqm Ilu1ld111g · 1700 North Congrc~s A"cnuc • AuMin, Texas 78701-1495 

Posr Oflii:e Box 12871 • Austin, Tex.ls 7871 1 2873 

512-463 5001 • 800 998 4GLO 

ww,\.glo.stalc.tx.us 
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October 24, 2007 

Be, crly Boyd 
Texas General Land Office 
PO Box 12873 
Austin TX 787 1 I 

Re: I 0004676, Gari a Zamora Energy Trust #3 
Owner o. 002396 0 I 

Dear Ms. Boyd: 

A el paSQ Exploration 
&Produc tion 

Enclosed ts the Division Order for the subject property along with a certain 
Compensatory Roya lly Agreement. You had returned the above Order requesting the 
stale lease number and legal description I believe per the above agreement the state lease 
number 1s MF- I 04 I 58 and the legal 1s A-726, eclion 883. WD Parchman urvey . 

Ir you have an y rurther questions please let me k.11 0 \\ . 

incerely, 

Steve Cagle 
r. D1 v1s1on Order Analyst 

El Paso Production Company 
713-420-4023 

I , J ,. o l ,p10, Ilion .\ f'•o,J~ , on 

1()()1 LOUISl,ln 1 ~llrt I Hou Ion Tc, 1 17 

PO llo, 2511 Hou~ton Tc,a 112•1, 11 
IOI 71l410JIJI 
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1E OED 
RDER 

PROP£·RTY NO 

DO fYPE l•I Paso F~ P ornpan), I .P. 
P. 0 . Bo\ 1511 
llouston, TX 77252-251 I 

~1AJOR PROD CODE 
TIER 

Sec Attached Exhb1t 
Sec AuacheJ £.\hi:>11 
Sec Allachcd Exh1h11 
Sec Attached Exhtut 
Date of la I settlement 
I U 15 20()7 

0 \\'1,f R 

002396-01 
Sr I F OF T E 

F DFP \RT \l f'l,T 

1700 0 C RF. \ F, RM 6-l 
\l T l , T\ 78701-1 436 

EFFECTIVE 
DATH) 

PRO Pf RT, . 

l ,nlL" tll amt: 
ount) Parish: 

<i1a1t 

See Anachcd 1~"hi11t 
Sec AuacheJ E"hb1t 
Sec AnacheJ E'tl1i>1t 

M 1= ID'-/-, S-8 

n1c undersigned SC\crally and no11omtly certifies 111s the legal O\\ncrofth'" mterc I set out belo" of all the oil , gu, and n:loted h4u1d 
h~droca1hons produced from the property de cnbed belo\\ 

11 c. \I Ill\( RIPTIO'I I', o, [\111811 A\\ Ill( II,., IIFRI 11, ,,coRl'OR ... n O Ill RI 9' 

I IIIS Ill\ ISIO'I OR0£1t nors NOl \Ml NI> , 111, I [ \ Sl OR Ol'lRAl IN(, AGRll \ II ,1 Ill l \\ Lll'I rllf, 11'<11 RE',!()\\ 1'LR!. ANI> 1 IIL 

I ~',SF! OROP I RATOROR \N' OTlllR(O'IIUCT!ilOR rtll:PlR( II\ I 0 1 011 ORC,\',,lOTIIEE:\TE~ffTlll lfRMSCll Tiii\ 
DI\"'()"' ORllFR C'O'l ~I ICT \\ ITII TII l ,l'lll l RI, 11\G A(, R[E\1EN1'\, Tiil Tl R~9' Cll 1111 I '101 RI' I C, AGRrl \11 l'<H \11/\I I 

( ONTIHll 

I he follo1\111g pro.,,1:>1ons apply to each 1111cre I O\\ner (''o" ner'') \\hO executes 1l11s agrcemenL 

11 R IS f• Al : TI1c under9tincd will he paid 111 accordance \\Hh 1he 1h\ls1011 of1111eres1s sci ou1 aho\e l he payor hall pay all 
parUC5 at the pnce agreed lO by 1he operator for 011 and or gas 10 be sold pur uaru 10 this d1\ 1s1on order Purcha!ICr shall compute 
quonlll} and make correc11ons for grav ity and 1emperaturc and make deJuctuns for 11npun1te) 
P 11• I : rrom the efkcuve dole, paymcm is to be m.ide monthly by payor's check, bas:d on lhts dt\ 1s1on of 1n1ercs1, for 011 and1or 
ga sales \\llhlll 60 days after 1he end of the calendarmomh m which 011 anJ or gas 1s ,olJ for the property ltsted abo, e, les.s 11,es 
re<Juired by law 10 be deductcJ and remmcJ by pa)Or as purchaser Payments of less 1ha1 SI 00 may he accrued before dtshurscment 
u1111l 1hc total umoulll e4uols SI 00 or more, or on an unnual basts, wh1che\ er occur.. first Payee agrees 10 refund 10 payor any amounl!i 
,lllnbu1o1hlc 10 an 1n1ere I or parl ofan 1111erc 11ha1 pa}cc does not O\\n 
I"\ Dr, I 'In, : The O\\llcr agrees 10 111dem111 f) anJ holl payor harmless from all habtlttv resulung from pavrnents made IO the O\\ ncr m 
accordo1n,c ,, 11h ,uch di\ 1)1011 of 111tcre)l, 1111:lud1ng but 1101 ltmllcd 10 auomcy fees or Judgments III coonechin w 1th an} 51111 that 
aflccb the O\\llcr"s 1111erc:.110 \\l11ch payor 1s made a party 
0 1 Pl Tr, \\ ITll 110 1 DI ',C or ~ l '1 O', If a suit 1s filed tha1 affects the 1111crcst of the o" nc:r, \\ n11en nouce shall hc g1\Cn to pa)or b) 
the O\\llcr together with a cop) of the compl1111t or pcuuon filed In 1he c, cm of a clo11111 or dispute that arre, ts lltle lo the di\ mon of 
1111ercs1 credited here111 , payor IS authon,ed to w11hhold paymem.s uccruu1g to such 1111crcs1, \\lthout m1eres1 unlc:.s otl1cf"'l.'.e rc4u1red 
b) applublc 1a1u1e, unul tl1e cla11n or dispute is senlcd 
11 R '1 l'I \TIO', : Termmauon of 1h1s agreement I efTecm eon the firs1 da> of the month that beg ms ofier 1hc 30th day afier 1he Jatc 
"nlten 11011ec oftermmouon LS rc:ce1vcd b> either party 
',QTI F'<i · The O\\TICr agrees 10 noufy pay or 111 \\filing of any change m 1hc di\ 151011 ol 1111ercs1, 111clud111g changes of 1111ercst 
contmgcm on pa:,,men1of mone:,, or e:i.puuuon of ume o change ofmtere 1 1s hmJmg on payor unul the rccordeJ copy of 1hc 
11wrume111 of change or docurnems s,111sfuc1only C\ 1dencmg SJch chan~ arc furnished 10 pay or 111 the lime the change occurs 
Any change of1n1ercs1 shall be m.ide effccuve on the lirst day of the month follo,,mg rc:ce1p1 of such notice hv pa,or Any 
correspondence reganhng llus agreement shall be fumhhed to the address listed unless othel"'he ad\ 1scd h) c11hcr parl} 

In odd10011 10 the lcgol nghts provided by the tc:ml:i und prO\ 1S1ons of this d1\ 1s1on order, an O\\DCr may ha, c cc:nam s1a1utury nghts 
under the la\\S of this sUlle 

\\ 11 NI ,..,,, ro ', l( , 'I \ I l RI ... Cl\\ M R~ !>IC,,. Ill I 0\\ 0\\ "'l I( '',',()( I \I ',I ( l' RI I\ OR 

I \\P\HRM \IRIR 

I \ll.l RL TO I l,RNISII '01.,R '-OCI \L SLC'l Rt I\ 'l A\ I U 1'l \181 ll \\ II I R!" I l I' \\IT 111101 0 "(, l A\ '°' A(( ORIH,c.t \\ ITII 
~lOI RAI !..._\\ \ N\ rA\\\llllfl.O\\lll '0181 RLHNDABt£B, PA,OR 
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Tiii F:, III BITI P RTOFTIIF \IF~OFOO IVI 10'\0ROFR. PLE ERETLR \\ lrll T II • IG TLREP GE. 

DATE 10 11 2007 

I l• l l•Cl I\~ D TF' OF L \ T FTIL C IFNT 

BA II 19'.1423 -0 1 

BA # 002396-0 I 

PROP #: I 000-1676 

DO TYPE: Rf~\ 

- FRO 1 -

KrRR MC'GEf O IL & GAS 
ONSIIORL l LC 

Al lN NON OP JIB 
PO BOX I 310 
HOUSTON, TX 77251 

STA TF or TF\AS, 

- TO -

Till· GLNFRAL LAND OrFICC 

I NI RGY RESOURCES DEPARTMENT 
1700 CONGRESS AVE, RM 64 
AUSTIN, f\ 78701-1 436 

G \IU \ I \\I ORA F. ERC,, 1 R #J 

00 \I \JOR PROO CODE: \ I l 

OPFRATOR: f' I P O F&.P 0 \IP "' I .P. 
O n : 111 0 I CO 

TO\\ 1'SJUP 

• . . . . . • . . • • . • . • • • . . • • • • • • • . • • • • • . . • . • ·~ . . ••• • • • • 

TIFR: I 

' I IF rr, 

... 
• • . .. 
• 

TIME 10 57J5AM 

ANAL \'ST· 5FC6237 

0.00-12187500 RI 
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CO:'IIPE!\S.\TOR\' ROYALTY ,\GREE:'llENT 

·rhis l~on1pt11salor~ l{o~alt.' ,\grt'l'lllt'nt , .. .,.\grl:'c111cru··, j.., n1~1Jc ant.I l'IllL'rl'd into a ... or 
the Jrd d.iy <11 April. .:'11117. h, and hct\\l'l'll Kcrr-1\lcCi,'e Oil & G," On,h<1rc LP !"Kcrr­
).lcCc,·"1 and tbs- Ci,·11cr,d L,nd ()ffi,-c .. r 1hc Su1c ,,!Tc."" ("GLO"J. Kcn-1\k(icc a11d 
!he (fl() an .. · ,nt11L'ti111L', hL'l'L'in;1fter rL'fL'ITL'd td, indi,idu.dl), a, a ··Pa11y'" and. 
colll'(li\l'I\. ~1 ... 1'11...· "P.1rl1L'.., ... 

\\'IT:\ESSETII: 

WHEREAS. Knr·1\k(icc i, the rc·cord mrna nf nnc hundred pc·r,·cnt { 100',', I ol the 
wrirkin)! i111crc,1 in and '" S1atc Lca,e 1\ll:-10~ I 5X l,,,·ated in I lidalpo anu Starr C,,untie,. 
·rl'X:1.,;,: 

\\'I-11~]{1~,\S. Kcrr-f\11..·liL·c i, a \\'Orking intL'n:,t u\\'llL'r in 1hc Garza Za111ora Energy Tru~t 
Nu. J \\'ell. \\ hiL"h i .... h"l1.:;.1h:d l'll a privat,: Pil and ga~ lt.:a-.;c adjacent to ;.ind inuncdiatcly 
north pf State l.c,,sc 1\11'-lll-l l.'iX. llidalg" and StalT Counties. Tc.xa, nhc "Alleged 
Dra111i11~ Well"): 

\VIIEREAS. Kcrr-\kG,·c· i, a \\'nrkin~ i111crc,1 nwncr in State Lea,e !\ff- (l<J 1211. which 
i, located adi.rrl'lll l<1 ,11i.l i111111,·di:rll'!) \\e,t or Sl:ltc l.c,"c Mf'-1(~11.'iX in llida/~o and 
S1;1rr c~111tnliL~ .... ·rl.'\,ts,, 

\\'111':lll·:_.\S. 1h1...· ( ii .<J h;,.., ~l'"'L'rll·d that lh(' pr11du1.:lio11 nf oil and/or ga, frun1 Lhe 1\IJ,:gcd 
Drainin~ \\'ell Ii;" .,1,1i1,all'd tire k"cc, ,,r Stale L,·,1'c, ~1F-I0-11~X ,111d !\ff-091211 l" 
prt1IL'l'l 'LIL'h lea"~' fro111 dr~11na~l' hy lhl' drilling nf off.,c-1 \\L~II, on ... uch lea.._l'.., nr h1 n1akt.• 
uthL·r a~l\:"L'llll'nl ... ,, itli thl.' ("n1111ni, ... inncr uf tliL· (Jl.() ll' prolC:l'l lhe Stall.:-·.._ in1i:rc,1 in 
,uLh J1..~a~t'" fn1111 dr:1i11~t~c: 

\\'IIEltEAS. lire· "''"'''' 11! St:11,· I .ea,c ~IF-0'! 1211 h,1,,· cn111111cm·cd 111<• dnllin~ ,,r th,· 
7.amr>ra St,11,· :,.,_ 1.1 W,·11 tlhc- "Olh,·t \\'cir') on ,ud1 lc:"e anu lra\'c lull) u•mpl,ed 
,,·i1h 1'11; nll,l't ,,,.:II L'o,·en~i11t 1.:<l11taincd in Stale l_ca\1,; !\·1r7-0<Jl21 J and/nr in the p('.rtincnl 
statute, or the State nf Tc.x;1.,: 

\VJIEREAS. Till' GLO ha, ,ktl'l'mined thal the ,ll'ea of drainage existing nn Stale 1.ca.,c 
~lF-10115~ L'<llhi,ts o/' appr .. ,imatcly I.JS acre,. as depicted on !he plat attac:l1cd hcrcl<1 
'" E,lrihit "1\" ithc "llr;r111a~c Arc,r'"J: 

\\"IIERl:AS. 111 ,11-d,·r 1,, ,athlv 1h nlisc·t well <1hl1~ati"n to lhc GL.O with respect lo Stai,· 
Lease, ~11·-10.J 151' ,111d/.,,- till' pL'nim·111 ,1,uutc, Ill' 1he St:rl~ of Tcxa,. KL'rr-:\kGcc h;r., 
prnp11,cd tu enter in111 thi, ,\grcl'illl'lll \\ ilh 1hc (ii.(.>: 

\\'(11·:I{l·:,.\S. lhl· (\11nn1iv,ionL·r of lhl· (il.() r·C'tir11111i,.,ioncr") lia, di:1er111inl·d that thl· 
pa) 111cn1 of ,1 n>111prn,a1ory r") .,It~ "11t ,,r pn1du,·1i<111 lnlln the Off,ct \\'ell Pr the ;\lkg,·d 
Draining \\'l'l/ i '" 1l1c· c,,,· 111;1\· h,·1. a, herein pr,1vidcd. will fully ,a1i,ry Kcrr-MrCic,··, 
k;r,,·l1<,ld ,11,d ,ta1111,,r) uhli;,ati.,11 t,1 drill :in .,ff,l'l eccl! un Stale I.ca,,· ~1F-Jli.115X. 
inL·luJin~ Ilic IJr~1ina~~ ,\l'l'a: :.tnd 

WIIEHEAS. Kcrr-1\kCi,·,·. th,· Cil.O and !he Cu111111issio11er have agreed 1,, ,cttk and 
ron1pro111i\l' any Lli,put~, lh~y rna,· hi.1\l' Cl>lll'l'rning the [)rainage Arca hy e11tl..'rin1: intn 
!hi, ,\grL'l'lllCllt. 
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... h~11l hL· hnn1L~ entirl'ly out or Kcrr·~·1c(Jcc·.., k·a.,l'lh)!d inll'l°l':-.1 in thL· \)ff,ct \Veil. 'file 
L·l1111p1..·11,a1ory n,yalty \h~tlt be paid In th~ ('u111111i:-...,iilJh.:r. ha..,L·d upnn prt1ductiu11 rn,111 lhL' 
Off"·! Well. in Ilic' dc•c·im;il inlc'rc·,1 'L'I frnlh bc-1,m. "' fc,JJ"w,: 

S1a1,·, ,I I n.1,. ( ·.,mmi"iuner ill' lhe (ieneral l .aml (Jlllce: 0.00-111875 of 8/Sth., 

2l ·rhL~ c·o111111i;'\sioncr, a, c\idcnc~d hy hi, t!\l'Cution or 1hi-" ,\gn:e1nL'lll. has dctcrinin!!d 
pursuanl lu tile' provision, of State Lease tv!F-10-11.'iX andillr the peninenl ,1atule, of the 
Slate of "('1.::xa..; that the pay111c11t or the co1npcn ... altH"Y rDyalty out nr prudllL""linn ff'lllll lliL' 

Ollsel \\'<'II or !he ,\lleged 1Jr.1ining Well 1,1, the ,·,1',' may J,e), a, herein pro,i,kd. doe, 
sati.,fy. in \\ hllll'. lliL· ll'S;'\l't'·.., nhligation undi.'r ,uclt il'a,e ~ind/ur under thl.' pcninl'lll 
,!;tltlll''- ()r the S!;11~~ (lr ·1 ('.\:t, In drill pff ... l't HL'll-. ;1, ,\ l'llll"L'qLIL'llL"L' pf pr11duc1i1111 pf 1iil 
;1nd111r ~.1, lrn111 lll1..' ,\lk·~t'd J>ra1ning \\'L·IJ. 1,ut i11,11L11 .1nd \,nly 111,PLir ;1, tliL' 1\IIL':-;'.L'd 
l)ra111111~! \Vrll i .... c,11lL"L'f"lll'LL 

31 1-"urthl'I'. the (IL(). al'ling hy and through the ('p111n1ission~r. dlic" hcrrhy rcl~a,c Kcrr­
!\1c(i~c tif anU fro111 any and all obligation, to drill olf..,cf \\'CJI.., 10 prntL'Cf th~ l)rainagc 
ArL~~1 i.llld St.th: I .L';1,L' 1\fF-10-115~ fr(llll Urain,,~L· :1.-. a rt111,cqt11.~nL·l· 11f the pn,ductinn nl 
nil ;111d/nr 1!;1.., fn,111 lhe ,1\ll~~L'd Dr:1ini11~ \\-\·JI. a.., lllll.:' :1, Kcrr·f\"lc(ieL' p;1y-. 

L·n111pc11,.ttor~ n,y.tlliL'' fron1 1hc ()Jl,cl \\"t~11 or 1hc ,\llc~·L~d f)r;1ini11~ \\\·II 1:1, tile ca,c 
111;1~· lh:, ;1, lii:rcin pro\ idL·LI. 

-I 1 111 lh,· l'\'l'llt the Off,el \\'di i, l'tllllpkled a, a dr~ link PL if ii i, rnmpk1ed a, .i well 
c:ip;1hl1..· of rn1ducing in paying quantities. and therc-aft1..·r cca,ei.. tn rrnJuc(' in r~1ying­
quan1iti(', \\"ithin l~ nh1111h, after the date of fir,1 prnd11ctitn1 fn1111 ,uch \\·ell. then Ken·· 
\.1cti1..·L· ,h:111 c1l1111111..·ncl' 1naking co111pcn ... alory roy:il1y p,1y1nL'nt, 10 1h1..• CiL() fro1n ii-. 
l..·;i,chnld ink'rl~,1 in the .·\llcgl'd l)raining \\\_·11 ~it Ilic ,:1111c dcci111,d intl'l\':-.1 'L'"l r1,rth in I I 
;1hp\·c. In additi\111. Kcrr·~,.-tl·(iL'L"' \li.:111111akL' a n:tn1al·t1\l' c11111pl'll..,<1tPry rny~11ty pa)lllc:nl 
ln11n till' .,\lli.·~ed l>r,1inin1:1 \Vcll lf1 thl' (il.(). \\"ill1t11!1 intL'l"l.:·-.1. ,ul'h p;1!'111cnt 11, L'{)\"L'f' thL· 

pL·ri1HI hl',\.'tlllllll1-'. I (1 I da), artL·r till' d~IIL' of lir,t pn,ducrinn pf the ,\liL'~L·d [>r;iinin~ \\\·II 
and L'1H.lin~ l'll till.' d~1y hL·furi.: the date on\\ liiL·h L'11111r1..·11,:11nry ro!alty pay111i.:-nt, fr1)ill thL' 
,\lk~ed Dr,ti11111~ \\'<'II bc~i11 . 

)1 ·rhi, ,.\~rc1..·111cnl i, for thl' !-.Pll' bcnL·lit uf thL'" Panic.., and their rc,pl~L'live st1cL·c,,ur ... and 
a-.,ign;'\ and 1H1 n1her person or entity ,hall he L'ntitk~d 111 enforce rhi-. J\);.'1\·cnJL'lll or any of 
liiL' pn1vi,il111, hc.:n:of. n:ly on any r1..~prcscntatio11, \\1.11Ta11ty. l'll\"L'll:1nt nr atn.:crncnt 
(0111.1i111..·d liL'IL·in. rect.:i\t.: :u1y right, hL·reundL'1 11r b1..· :1 third party hcne1"1..:i;iry nf 11li, 
1\~T\.'l' lllL'll(. 

·rhi~ ,\~rc ... ·111l'lll i, execu1cd tP he cffccti,·c a'.', of 1he d:11e firs! \\Tittl'n abn\'1..'. regardless of 
the d,11e \lll which a P.iny has executed it. 

KERR-:\H '(;J·:J·: Oil. & (;,\S O\SIIORE I.I' 

By: 
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STATE OF TE:\i\S 

1..·r1 son 

1111is,i11ner of ll1t' (;meral Land (>rlitt· 

ACK NOW I .Ell<;,tENT 

ST,\TI: < ll: Tl :X ,\S 

Thi, in\lrurnent wa, ac·knP\\kd~ed hefore rn,· ,,n 1h,· _LQ clay of _dlpcl . 21XJ7. 
hv Jame, L. >ic11,·0111h. r\~c-nl ~nd r\11ornc~·ln-Fac1 f<1r KERR-r-.tCGEF. OIL & (i,\S 
01':SI IORE LP. on hdialf "r ,:iid limited partner,hip 
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Legend 

,:..;,·,:. 1.35 acres more or less 
' - ·"- . 

' KMG Lease 785035 

Exhibit A 

A-726 
SECT-883 

Survey: WO PARCHMAN 
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November 13, 2007 

Daniel Kong of El Paso Gas called today with a question on whether lease use was due 
on State Lease I 04158. Aller much discussion with Wendall Smith, Daryl Morgan and 
Mike Nicklaus the decision arrived at was YES to lease use and vented and flared. 

The original lease agreement showed YES to lease use and vented gas. The addendum to 
the lease agreement states that "in the event of a conflict between the provisions of the 
foregoing General Land Office form and this addendum, the provisions of this addendum 
shall prevail". This statement changed the answer to NO for lease use and vented gas. 

Reviewing one step further, Paragraph 37 of the lease agreement and the Attorney 
Generals Opinion No 0-6398 over ride the addendum. 

Bottom Line - Lease Use and Vented gas are due. 



(11/13/2007) Metha Kester- Fwd: scanned document 

From: 
To: 
Date: 
Subject: 
Attachments: 

Metha Kester 
daniel.kong@elpaso.com 
11/13/2007 1:34 PM 
Fwd: scanned document 
scanned_.pdf 

Daniel 

Attached is the lease agreement. As I told you earlier, after much discussion with out 
attorney and landman, they agree that lease use and vented gas are a due product. 

Meth a 

Metha Kester 
General Land Office 
512/ 475-2317 
512/ 475-1543 FAX 

>>> <mkester> 11/13/2007 7:22 AM >>> 

Please open the attached document. 
This document was sent to you using an HP Digital Sender. 

Sent by: 
Number of pages: 
Document type: 
Attachment File Format: 

<mkester> 
15 

Color-B/W Photo 
Adobe PDF 

To view this document you need to use the Adobe Acrobat Reader.For more assistance: 
Please contact the Technical 
Support Center @ 3-8877 
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Honorable Basoom Giles 
Commissioner , General Land Office 
Austin, Texas 

Deer Sir: : Opinion No. 0-6398 
Re : Requirements or Articl e 5368, 

V. A. c. s ., relative to roy­
alty payments to State on lands 
s old s ubj ect to the terms of the 
Relinquishment Act. 

Reterenoe ism ade to your r eques t tor an 
opinion, which i s as t allows : 

.. . ~ "". '"Article 5J68, Revised Civil 
Statutes, defines the royalti es reserved 
to the State on lands sold under t he Re- • • 4 ' ... • • 

, ~ r~ llnqulsb..men~ -~ot. 
.• '\ .. : "",. l, I 

'.1. ' · '.. 1 '"I would like to have your opinion 
~ on ·the 'follovring question. Does· ·the reser-

1 • vation ~1n Article 5).68 oont•pla'te the pay­
>··. ·ment ot ro7alty on all the oil and/or gee • 

produced, aaYed, ·aold, or used on a 105% 
... baa1a, or oen the agent of the State execute 

a leaae, biading cm th• Bt•t•, trust provides 
tor the t'rM UBe cd oil or gas t het is used 
by the oper9tar on the leaae tar development 
ot the lea8e or lease operet1ons?" 

"No oil or gas rights shell be sold 
or leased hereunder tor le s s t hen ten cents 

1 I • 

.. 
I, • o "' "': 

is 

per acre per year plus royalty ••• and in oaae ot 
produotion ehal1 pay the State the un v e one­
s~D o:r-filie v ue ot- tn• o en gee reserved 
here n, end like amounts to the owner ot t ruuL " 

The Relinquishment Aot wa s interpreted by the 
Supreme Court in the case of G_:Teene v. Robison , 8 s . a. (2) 
655. Section 2 of the Act, which relates t o your question 
and ood1t1ed e s Article 5368, is interpreted i n t he court' s 
opinion on page 660 in this manner : 

"\'Te interpret the Aot to t1x e mini­
mum prioe or 10 cents per eore per ennu.m end 
t h~ 't'Ol u !i n:t' o H' - ~ l l>ent1, c:f ·t;he R :"o3c. "'l' O· I 

I 
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l~n. Boncom Gil es - P age 2 

the State , for whi ch 
o s c o oil and ga3 . II . . 

The us e of t he term "tbe value of one-cixtoenth 
of the gro s production free of cos t •• - ." a s i s used in th e 
cace o!-Or eene v. o s on , mus t be giv en tlle same meaning as 
the 'term "tree royalty" a s i s used i ne 1931 Sa l es Ac~ . 
Article 54.21C, V. A. C. S . 

In the cas e of Vli o.teroan v. McDonald. 102 S. W. 
(2) 167, Justice Sharp de!ioes t he t erm "free royalty" a s 
foll ows: 

''The term •tree royalty' introduced 
into t hi s Act must mean t hat t he interest re­
serYed to the state and miner•l-w produced on 
school lands sold under the t erm.sot the Aot 
must not beer any expense of t he ro~uotion sale 
or delivery ereo. 

It is our opinion that your question ha s been 
ansVlered by the Supreme Court or this State. We,·. th'ere!"ore. 
advis e you that the statutes re1at1a.s ~o tJda . question requi re 
that the St•te receive ita share ot the value of d 
on a 10 e s. ee rom uot om ·ot· •n 'kind ~or'"'ttae or 
any c1rarw-ater. T s ue • • er , aeral reservation 
in ~fie ease t>. the minimum at l/l6th r equired by law. or ·r or 
a larger ~mntnlDt reserved by the· surface owner .ea egent ot the 
State. .J:\ tollowa that "the tlfrrf-fifie a cur • ·agent at tbe 
Stete m~y not enter into~ lease oontreot ~providing ~or .the 
payn,nt of the State's i nterest in production on any other 
ba s is. · .. -

JWR: BT: j rb 

.., ') (' ... ,1 ·• • \ .. ' .. • ' • 

" . 

Yours very truly · 

A'nORNEY GENERAL OF TEXAS 

By /s/ Jack W. Rowland 
Jeok W. Rowland 

Assistant 

APPROVED APR. 11, 1945 
/s/ Carlos c. Ashley 
FIRST ASSI STANT 
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©:u~tin, 'OCexa.s 
OIL ANO GAS LEASE 

• bl-Che Stale OI T-. IOllno by end 1M1tJOh 111 IIQIIII~ Mo Lk)o Gam Ind G!Wll'YRI 9la& ,/<,., 
INflffl fbt!m!!M "Dllllm'l gt lbt ONJl l'nerqy Ioa\g( 1994 gt 201 Prrrtlrl AYl!M Ila AQ!q'ip Il!U l0201 -
IIQWII hwtln ~ to u lhe - Of lie toll ('NMIIW - ar mare~ end UAP P,lr!mlD, Ing. g( 01 !I tRll Ug)lr 8f'9ldWIY, 

§II,, ,m Cqrp\J• Aldd, Itm Il!ll:91113 . herwllllt - i.-

I. GRANTING Cl.AUS!. For end In oarlllddllon Ol lhe wnounla tla'.ed below end Ol lhe -ts Ind iv-nent1 to be 
pe,d, i..i,i Ind petlonned by LAMM uncl• 11118 .._, .,. s-on-~ by end tvoug11111- OI Ole IOI. heN,by i,ants. 
._ anc1 1ow unio I.MMe, ror.,. eo1e w OI'#/ purpoM °'~Ind cdnl1 ror Ind Pftllluc*lg o1 end UM, l9)lflO pj!,e .._, 
bulding .,..,,lollngodend buldlng powe<l .. tlonl, ~ lnee lndothet-8-, IOPIOduet, ...._ tak9-.d, .,._, 
8l1d lnlnlpon ulcl prodUCU rA the INN, the foll7,mg ltlndl liluat.d In Hld1lgo Ca.rll)', S-<:IT-. loo¥,{t; 

176 acres of land oul of a 532. 74 acre tracl known u Survey No. 883, Cert. No. 
997, A-726, Rldalgo County, Tcxu; A-926, Starr County, Texas, W D. Porclunan 
Ongina.l Grantee , described as follows: 

THENCE. Wlth the fence and East tine of Survey No. 885, Nonh 9° 29' East 
1128.2 vanu to II po,1 in the South line of the Los Maguelles Grunt. the Nonhe.ast 
comer of Survey No. 885, for the Nonhwest corner hereof; 

THENCE, with the South lino of the Los MaguclJes Grant, South 81 ° 34' East at 

1158.3 varaa pass 9.4 varu.s North of a Mcaquitc MKD 1879 (very old mnrla), at 

2145 9 vo.ras pass a Mesqulle MKD X (ver old mnrlcs), at 2608.6 vans set pipe in 

fence for the Northwest comer of Survey No 488 and the Northeast corner hereof; 

THENCBwith fence and West line of Survey No. 488, South 9° 00' West 1162.3 
vo.ras to comer of fence, 11 comer of Survey No. 488 and the South cast comer 
hereof; 



~ .... 

TIIENCE with fence and line of Survey No. 488, North 81° 21'West 1202.8 varas 
to a comer of fence, a comer of Survey No. 488 and the Northeast comer of 

Porcion No. 44; 

TIIENCE with fence and North lineo!Porcioo No. 44, North 80'22' West 1415.2 
varas to the PLACE OF BEGINNING cootaining 532.74 acres ofland more or 
less; 

Bur INSOFAR AND ONLY INSOFAR as said tract covers the most easterly 176 
acres of land, more or less. The North, East aod South bounda,yof said 176 tract 
being the North, East and South bounda,yof said 532.74 acre tract, with the West 

bounda,yofsaid 176 acre being parallel and a sufficient distance West of the East 
boundary as to exactly enclose 176 acres of land, more or less. 

The 176 acres descnbcd above is the same 176 acre tract descn1>ed in Release of 
Oil and Gas Lease dated effective Oc!Ober I, 1998, recorded in the Hidalgo 
Co1mty, Texas records at File No. 151455. 

To Ile State of Texas.: T'Mlflf:Mlx Thousar?d Four Huf'llffl!d 
Oolln "'926 400.0Q ) 

To the State olTP:U: T'N9n'Y:fl!5 ThooRnd four Hundred 

Dollar. ($26 -40Q.QO ) 

Total bonus consideration: Fifty-two Thou!and and Elal')f Hundred 
Oollat9 (S52 800.QO 

The total bonus consideration paid 1'9Pn1Nnll a bonus d ))loo hundred Dollars ($ jQQ_QQJ per am. on .J11.. net acru. 

t. TERM. SUbjecl to the olhw pnwlalone In lhll lease., this leaM ehaD be for a l8rm d ~In from lhls date (herein 
called "Pf'lma,ytemf) and N long 1hereaftetu ol and gas, or~oftnwn, i. produced In paying quantitiel from aakl llwld. M !med 
In lhls laase, ltle .rm "produced Jn l)9ylng quantltid mur. fiat h *'8lptl from the sai. or other~ oorrvnerdal uN ol h 
ai..ostance(s) CCMW'8CI exceed out ol pocket opa,atlonal expensn fa' lhe aLx monlha last put 

3. DELAY RENTALS. If no-a II~ on h leased premisM on or berar.one (1) year from 1his date, this leue 
shall terminate, uniesa on or befonl 8'x.h .-intversary date Lessee lhall pay or llndef IO h O'MMII' c:J h aoil or Ill his tnldtt In h 
Texus State Bank Bank, •t P. Q. Bgx 479,4 Mr;AIIM Tern 78m er Its~ (Y,tlich ahall conlrli» Uh~ 
,egatdlen ol ~ In the own«ship of Nid land). the amount apedtled beloW; In llddilkln, Lessee lhal pay « tlllnder to lhe 
COMMISSIONER OF TI-IE GENERAL LANO OFFlCE OF THE STATE OF TEXAS, AT AUSTIN, TE.XAS. • Ilk• IOTI on or before uJd 
date. Payments unoe, u.. paragraph lhal op&fate as a rental and anal o:rwt lhe pt!Vllege ol deferring lhe w.1 • .a ament of • we1 
for one (1) ve- ttm said' dale. Paynwnll under 11'111 ~ lhal be ir, Ile fcllowlng amou,ts: 

To lhll V#Ml'oflhfl 90ll:_J'ftn!Y1wO=a=="'""'""""'"'-'"------------------
Dolarl ITT: 200.QQ 1 

••"'"""•, ..... ~~"U 10[:)';:··· 
/'' ;~;::;-...... ~%···.PATE °\-'1}r0':'.\ 
~ •••• ~:. A true copy I cert1ly 

§ f ·~ ":. JUAN INAS, Ill 

~~\ /J j~c:s:·~County.Te,as 
~ ';. "• , fl_~, >, °>. Deputy ~.v ·.. ..· , Y 

'•,,-l,1, ••••••••• ........ .. ···.,'!no'J .... .. 
•11111111"'' 
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To the Stata or Texu: _:r,,.,,,_,,,,,,,1y~-1wo,,,_omy~o~d""',e,.-------------------

Dollars (S2 2QO.QO ) 

Total Delay Rania!: Forty-four hu~ 

~ ($! 40Q.OO ) 

In • like manner and upon like payments or lend- annt.ally. tie ccmmencement ol a W8I may be further defemld for euo:es:slw 
pertods cl one (1) year each d1.rtlg lhe prtmary lerrn. Al payments ortenderl of rental lo aie ownerd lh& IOI may be made by CfleCk 
or sight draft or Leaff, or .,Y uslgl'IM or 1hll INN, and may bl de!iYered on or before lhe rental paying mi.. N lie bank designated 
In lhls paragraph (or 111-.o::ea«bank) ahould oeue lo exist. ei.apenct business. llquldate, W or be IIIJCCNdlld by lnOCher bank, O' 

ror any reason tal or refuM to accept rwrtal, l.USff WI not be held In defal'l for failure lo make sud'I payments or lenders of rantal 
untll lhlrty (30) day, after the owner or !tie soil lhall dell\191' lo Lessee a proper reca'dabla lnlttument naming anoG'lor ti.lk 11:1 agent 
to receiYe auch payment. or '8ndara. 

.... PRODUCTION ROY AL TIES. Upon production ol oll and'or gas, LHSN agrNt t, pay er cauu ID be paid ~ (1!.Z) 
d a,a royatty provided for In lhls lease 1o lhe Comrnls$lc)W of the General Land Office or lhe Sta.ta of Texas. at Austin. Texas, Incl on. 
halt' (112) d such royalty ID the OVln8I' d the 90I: 

(A) OL Royalty payable on oil, which la def!ned as ndudil'IQ all hy!t'ocart)onl produced In a &quid form at lhe mou'1 ol lhe 
-• Sid al9o a d oondenNle, cllatillata, Sid other lqukl hydroawtion. ~ from oil or gas nm lvough a Npmratlr or olw 
~Jpment, a hereinafter provided, wn be~ ol h gross pnn,dlon or !he matttet wu lhlned", at the c:,pt1cx1 ol lhe 0111n« 
of Iha soil or h Commlaimer d !he Geoer.il Land Offloe, IUCh value ID be dt!am**1 by 1) h highest posted priee, plus prerrium. 
If any, ortared o, paid ro, ol, condensal9, cb~llate., or o1t1er lqUld hydrocalbons, respecttwly,d a Dke type m'ld gravity In h ganaraJ 
area where produced and """'*' run, or 21 the hlghMt ma'i(et prtc. lhereol' ol'l..-.d or paid In hi o-at .,.. .,._ produced lll'ICI ..tlen 
run, or3) the gross proceects ollhe sale !hereof, wtilc:heYetll lhe i,aatar. LeuN VMtl that befcnanygas prtxl.loedfrom !he leased 
prWTUN la acid, used at processed In a pcam, N w1n be run tee or c:ost t, Iha royalty CMnfll'S ttvoog1 an adequate Ol and gas aepamor 
d CCll"Nenllonar type, orother6ql.llpmenl at least• •ffielent. IO !hat al llquld htdioca.baw recoverable from the gas by aueh means 
will be reocwered. The reqi.nment thal8Udl gas be run throu(;l a separator or other t1q1.1!pmen1 may be watwd, ln,wrtttng, bylhe ltl)'8lt)' 
ownws vpon aud1 lerml and conditions u !hey pte:laibe. 

(B) NON PROCESSED GAS. Royalty on any gas (lndu(lng flared gas). which II dalhld M Ill l'lydrocarbon1 and gaACU1 
substances not cleflnad as on In s,.nparagrapt, (A) aboYe, produc:ecl from any wd on said land (except as i:,,tMded IWN'Dln wt1tl f8specl 
1o gas processed In a prait ro, lh9 extractkln Of gascfine, liqi*t hydrocart)ona or Olher Pfl)duets) shal be ~ imt ol 11'18 gross 
prcdJdlon or Ile market valua lhel9Clf, Plhe oPtlon of the ownero1 '1e soi or lh9 Comrnl5$IOn6I' of Iba Genarm Land Offloe. lL!Ch value 
ID be bllsed on the highest m11rket price "8,id or offered ro, gas or~ qu1111ty In lie general ... where produc::ad and when 
run, or Iha gro&1 price pakl or Olfered to the producet, W\lc:::h8wJr II lhe greatllr: provided lhal the maximum presstn base In ""'8SUrlng 
lhe gu l,W,derlhll ..... shall nQtat any time IIXOMd 14.85 pounds par 1QU81'11 Rh ablolut., and '1e standard bue llff"4*'i,U'll 1hall 
be ll:(ty (60) deg!MI FalYWlhelt, oorraction lo be ffl9de bpr9SSl,ft according to 80)1e'1 Law, and fol' lpeclfiC grayftyaco:xdng to '8st8 
made by lie 8ala,ce Method or by Iha mc:i.t approved malhod al tes.'ig being u.:I by the lndUllry at !he time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plar( or otrier pl8nl Jor lhe ~ of gasoline or Olher 
IQuld hyQ'oca1tlcN lhall be .1IOart of lh9 raldua gas 8l1d lhe IQukl h)di ex.a bo. • utracled or h rr«kat value ltlet8of, at !he op1lon 
Of lhe owner of the IOII or the Comnusloner al h Gener.II Land Office. Al IV'Jllt!N due herein shal be based on one hlJ'ldred pen::,ent 
(100%) or lhe tctal ptent produdlon ol resklua ga1 atlrt)utable lo gas produced from lhiS leae, and on lffl)' pett:ent (00%) , O' flat 
pen::ont aoaulng to i..a-, whk:heYerll lhe ~t«. d lie tolal plant prodi.ietlon of llquld hydrocartK:inl attributable to lhe gas pn;,duo8d 
from lhls lease: provldad that if liquid hyaocarbonl are tKOYeled rrcm gu proc.Md In a plant In IWl'lic:h l.MsM (or Ill parent, 
111bsldlary or affllatt) l!M'l'\S an lnllnSt, hn lhe percentage applicable ID llqi*t 1'lydrOcarbonS lhal be fifty percent (50%) or the highett 
percent aa::rulng lo• third party processing gal lhrcugtl Mid'\ plantunclar a pnx:esslng agreement negoOate,d at sm'1 langth (or If there 
II no such flin:I party, lht highest pen:enl Chan bllng 1pecil\ad In processing agreements or oonlracts In ai. Industry). whldWY9r la the 
grutor. TM rMpectlve royaltia on residue gu and on llquid hydrocaroonl. lhal! be delarmlnad by 1) b hll;t-.s1 mmet pnce paJd 
or Offered ror any gas (or llqUkl h)'drocart>onl) of~ quality In the gane,111 ..a. or 2) 1he gross pnce paid or on.ad ro, sudl 
l9lldue gas (or the w.lghted aV'81'8Qe gro1111e&,g prlc. for h respedlve gradet: ol llQuld ~). ~ Is the ~I«. In 
no event, howevw, lhall the royalties ~ i.widet this para,graph be less tian lh9 royallles whlctl would have been clJe had the gas 
not been pn,c:eased. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur Ot any olhet p«dJctl produced Ot manufadr.nd rram gal 

{excepting lkµd hydroc:artJon1) whether said gu be "caslnghead.~ 'ttly.• or any olher gu, by hcilonat!ng, b\.lJTq or any olhel' 
PfO(:eAlng shal be .1f!!l part of !he Gl'ON produdlon of auch prod~ or tie martet valua lhef9of, at tt. option of h owner or tie 
IOII or the Commissioner or the General Land Offloe, IUdl market value lo be determined a ror1aow1: 1) on the bull of lht IWghast 
marbt prfc. of NCh product for the same month In wtilch 111ch prtlduct ii produced, or 2) on he besl8 ol h IIVflrage grou sale prioe 
at each product rot the tame monlh ~ ~ IUcfl products are pro:luced; wtilc:hevw II Che~. 

5. MINIMUM ROY AL TY. Cumg any year at1er lhe explr.:itlon of h pmlW)' 18rm of thll lease, If this luN II maintained by 
production. the royaltiU paid under lt111 lease In no .......,t 1hal be lesl than an ST'IOI.Wll equal kl !he lotaJ annual delay nintal herein 



: ,,·. 

pro,.ided: ohtwiae, ther8 Wlall be due and payable on or befoni the tact day oftha month suc:ceecing II• annlvwsarydate d tliS leas8 
a sum equal to 11, tDtar annual rental las thcl amount of l'O'jal5es paid eulng hi ~ year. tr Pr.igr;iph 3 of INs INN dou not 
specify II delay rental amou'll. ltlen fDr thcl purposes of this patag'8ph. !he delay rental amount shall btl OM dollar ($1.00) per aae. 

I. ROY AL TY IN KIND. NotNith.ltanoog ll'IY olher pn:Mslon In fws lease. at any 1m!1 or from time to time. the CMner of Iha 
sol or lh• Corm'lissioner ar the General tM,c:1 Ol'llce mey, at the opllcn or ellhef, ~ not 11m 1tian sixty (60) ds:,'a notice to lhe holder 
d lhe lease, r&qUlr9 lhat lhe payment of any royaH!el acaulng lo IUCh ,oyatty CNlrtflt W'ldfW° lhil lease btl made In kine!. Th• owner of 
th• soil's or lhe Convnlssioner ol lhe ~ Land Office'• right lo take Its royalty In kind shall not dmlnish or negate lhe ONf'l8I' of the 
ds or the Commlulonerof lhtl General Land Oftlce's rtg,tl or Lessee·• oblgatlonl, Whelhet' express or mplled, under lhls lease. 

T. NO DEOUCTIONS. ~ agrNS that all royalties ac:m*,g underlliS leaH (indudlng those paid In klncl)Shal bt1 wilhOUI 
deduction fer the cost at producing, ga1herY1g, 11toring, separiltw!Q, treating, dehydrating, ccmpr11$$1ng. prncessln;. nnaporttng, and 
Olherwtse making the OI\ gas and other pwducts hereunder read)' for sale or use. Leaee a;r,ies IO oompute and pay ruyaltl8* on the 
gross value recelv9d, lndudlog any reimbursements for ~ taxes and production related costa. 

I. PLANT FUEL AND RECYClED GAS. No royalty ahall be payable on ariy gas as nwy rapn!S8nl lhls lease's proportionate 
Share of any fuel Usecl lo proc:esa gas pn)OOC8d hervunder In any proeestlng plant. Notwithstanding MY olherprovlslon of l'lil lease, 
and subject IO the wntsen consent olthe (Nlf"«oflhe soil and.,. Con'vnlSSlonW of the General I.Jnd otnce, l.esllM may recyoe OU 
rot gu lift PIJrpoges on lhe leased pr8IT'U8S or for Injection lnlo ariy oll or ga1 producing formation 1Rleftylng ltw leased premses aft8t 
lhe lqulcl hydrocarbonS contained In the gas !'lave bNl'I nmowc:1; no myalllet llhall btl payable on 1he recydecl gu \1'1111 ts produced 
Sid IOld or used by Lessee In a tnaMfll' wf'lkll enlflles lhe ruy81ty owners IO a royaJfy under lhlt lease. 

.. ROYALTYPAYUENTS AND REPORTS.I.JI~ not taken In kind ahal be paid to lhe CUnmissloner or the Gtlf..al 
LAnd Office at Austin, Texas, In lhe following manner: 

Payment olroyaltyon production dOil and gas llhall boa proylded In lierulN tet lor1h In lhe Texas Register. RulU curnintl)'p,c,.,ide 
ll'lat royalty on on III U and must be ntealved ln lhe Generill Land Office on or before h 511'1 day of ltl8 second month IUCONding h 
montl'l of production, and royalty on gu Ill due and rn..ist btl received 11'1 lhe General Ls)(! Office on or beftn 1he 1511'1 day of Ile second 
montl'l SUOONdlnQ lhe monll'I of produdion, aecon'llQried by the •mdfflt of tie owner, manager or other aulhortZ.ed •gent. CCffl)leled 
In the bm and marw,er pi'8SQ'hd by the General Land Office and shcMk,g the gross amcunt and dlspo6il!On ot al oil and gas produced 
and the rnarttet value of !he ol and gas, togelhel' 'Mth • copy of an doalments, reooros or~ conflrnw,g the ;n:es production, 
dlspoaitlon and markel wlue lncludlng Ga• mete, readings, pipeline '9C8!pta, gas lne rwoelpts and other checks or rnetl'IOl3ndli of 
amounl produced W1d put lnlo pipe6noa. tankS, or pools W1d gu llnN or gas storage, and any other reports or record• whld'I 11• 
General t.n Office may 19QUlre lo verify the QtOS1 production, dlspos!IIOn and !Tllmet vakJa. In all casu ltl• lll!lhorityof • manager 
or agenl IO act for Ile Leuee ha'1lln must be llled In the General Land Office. Each royalty peymont shall be accompanied by a d'ltd: 
au,, sched"8. summa,y or olher rwmittanOI advlOI showing by tl'le assigned Gener.u und OffiOl luse number the amount of royalty 
being paid on eacl'l lease. If lesM8 paya,l'lla rayany on or befOre tlif1y (JO) days after lhe IO)'&lty payment was due, then Lenee awes 
• penartyof 5% on tie royalty or ~.oo. wl'lk:heYWla s,eater. A ra,alty payment Y«iidl Is over ll'llrty {30) dayl lat& shall acaue a penalty 
of 10% of the royalty due or $25.00 whlc:htMlt If greater. In addition IO a penalty, royalties llhal accrue Interest a! a rate ol 12% per)'Nt; 
aucb ln1Brest 'Ml begin lo acaue when h l'O)'Wt)' 611 sixty (60) days 0'4f'due. Affidavits and ~ doeuments wlictt 1r11 nol filed 
when due lhall lnoJr a penalty In .-. 8fflOtl1f set by ll'le Genenil Land Offloe adrr*ltstrattve rule wNch Ill effeclv9 on !he elate When fie 
affldavttl 0t supporting doa.Jmentl were due. The LNSM lhaD bear al rMponsibUty for paying 0t ca.t,g royaitlel lo bl paid u 
pruafbed by the dl.!9 date p,ovide<I herwln. Payment of ttMt dellnquency penalty lhal in no~ Ol*'llbt to prohibit h State's rtg,I ol 
forfelb.n u provided by l2w nor-act ID postpone lhe date on Which rty.lltln wera orlglnaly due. The abo',,e penalt)' pn:Mslons lhal not 
apply In cases ol a11e diSPUte a, t> 1he State's portion of lhe royalty or ID lhat portion ol lhe ~ In dlspUte as lo fair market vati.. 

1 D. W RESERVES, CONTRACTS AND OTHER RECORDS. L8S9N shal amually ftJrnish !he Ccrrmissloner of the Gener.II 
I.and Offlcewllh lt9 best pogslble estimate ofcl am gas reservesunder1ylng this lease «d0Cab'8 lothls lease and sl'lal rumist, Aki 
ComrnlNionet wllh coplu of all conlr.lets under which gaa la IOkl or prOOhMd and all 11.1bsequonl ~ts and amenclments 1o 
audl contracts wllhln thirty (30) days .n.r entering lnlo ,x maldng sudl contncts, ~ts« amenclrrltrtts. Sucti conb'ads" 
~ts when NC8Mk1 by lhe Ga'\eral Land Olllce shaD be l'l8ld In confkl80C9 by the General Land Office unlen otherWIM 
authorized by Lessee. Al other contracts and NCIOl'd• pertaining to lhe ptedUdlon, nnsportatlon, sat• and mar11.eling of lhe ol and ;as 
produced on said premises, lncludlng the books and acoountl, receipts ll'ld dllcfla,ves of al web. tank,., pools, meters, and plpeDnn 
Shall at all limes be aubfed to lnspedlon and examination by the Con'ITis.sloner or lhe General Land Office, lhe A1tDmey General. the 
Gowmor, or 1he rei:nurrtattve of any of lhem. 

(B) PERMITS, DRIWNO RECORDS. Wr1tw1 nollol of 1111 operatlone on this lease shall bl subfTvtted to lhe Conwninloner 
of lhe General Land Office by LMsN oroperatcrM (5) days berorl *PUd dala, wootOYW, ,e..entry, lamporary abandonment or plug 
and abendorVnent r:Aarry-i1 orwells. Such wl'ttl1ln notiOl lo lhe General LMC1 Offiol shall Include cop1n of Rallrtllld Coffmiulon forms 
for aipplicatlon to drill Coples of well tests. oompl&lion reports and pll.Wng reports shall be supptled to hi General und OfflOI at lhe 
lim. ll'ley.,. filed wilh Iha Tew Railroad Corrwnlmon. Al appllc:alions. permitl, !llpOrts ct ott. ftllngs l'lal ,eference NI lease or any 
specific welt on 1he leased prenues and !hat ar. aubmitted lo h Texas Rallroad ccwnrrusion 0t any olhergovemmenta, agency shat 
Include Ile word "State" In Ile lltle. Mdllcnal'J, 11'1 aCCCll'dance twith Railroad Com'Tisalon rules. .-.y llgr\ag9 on h leasecl premises 
for the ~ of lderitffylng web. tank balteriea or olNr anodated ln,pn:!Yements ID Ile land ~ also Ind.Ide the word "State: 
U$SN lhall ~ h General Land Of'l'k:e wllh any l'80:ltda, memoranda, acc:oun1s, report$, OJttlngs and cores. OI other lnbmation 
ralattv. lo the operallon of lhe abO" • die~ pAll'li&el, whidl may be f8QlM9teef by the General Land Office. In addition to ltlC89 
l'lonJln up,euty provided for. Leaee shall have an MCtrlall andfor radioadlvlty aul"le)' made on the ~ Mdlon, from the base 



ot lhe turfaoe casing 1o the total depth otwell, rl al wens <1111ed on lhe aboW desaibed prwnls,as and lhal hnsmit • true copy rl lhe 
log ot each St.WW)' on ead'I well lo the General Land Offloe Wllnln lfteen (15) days after lie making ol said uwy. 

(C) PENAL TIES. Lessee lhall lneut • penalty wher1t'191' raports, documents a other ma1911ab n nol llled In Ile General 
land Office 'M1CNI due. The penalty for law flllng shall be Ml by h General Land Office admlrulnltive Nit! Mlldl II~ on lh9 
c:iatli MMll'l lhe materials were dua In h Gel'leQI LMd Offiol. 

11. DRY HOI.EICESSATION OF PRODUCTION DURING PRIMARY TERM. If, dur'llg lhe primary IBml hereof and prb'b 
cbcoYel)' and production ot o1 a-gu on aa1c1 land, LeaN sholJd dfll • dry hole a boleil '*9on, OI If dl.n,g l'le primary IMm her90I 
llnd ~ lhe cbc:oY9ry and aclual l)tOdodlon rl ol OI gas From lhe INAd pr9frisaS Stsdl prcdJdSon 1hel-.of should CINM tom ll'IY 
cause, lhls lease shan not tennnate tr on or beftn h expiration rl sixty (&OJ day, from dale rl aJn"911!1lon rl laid dry l'IOlt « cassatlon 
of producllon Lessee carmences Mkll!onal dr1tllng 01 rwwortlng oi,aallona llefeon, or pays o, llnders h next arw1UIII ~ l9'rtal 
In lie same manMJ u pnWlded In thl1 leae. If, «niQ lhe lastyearolh prlrrarylllrm orwt1hln llxty(60)days prior lhetelo, • d,yhole 
be completed and abandoned, orlhe produclon ol ol or gae sh<Ud CUN forqc:ause, leuoe'a rights shal remain In U bl»and 
effectwllhout ~c»er.iliont will h pPln!Don otlhe primary 11111'1; lll'ld ff Lessee I'm notl9SUffllld production In paying quantities 
at fie exphitkln ot the prmary term, Lessee may maintain Na \NM by c;:ondudlng additlonal dr11Ung or ~ operationl Pl,nUal1I: 
to Pm'agraph 13. using tfle a,;ihtlon ot lhe primary 111rm a lhe date ot cesatlon olprorudlon under Pangniph 11 ShOuld hi first 
Mii « q su~twel driled on lhe abo\111 desahld land be COIT1)l91ed ae t llhul4l ol orgaa wel wttNn lhe pr!m.-y term h4nof, · 
Leaee may resurr-. payment rl lhe .,nual rental In lhe same maMW u pn:wlded htnln on or before h rental paying datli folowlng 
h expiration ol atxty (60) clayl from lhe datli ot cx,mpletbi ot such thuMn ol or gaa well and upon h taJll.lre ID mue auch payment, 
lhll lnH lhd lpao facto lllfminala. If at ,. uplratlon rl h pnmtry term « tn)' time thereafter • llhut..l Cl or gas well II located on 
the leaaod prwnises, payments may be made In ~ with lhe en.it-In proyltiont hefeof. 

12. DRILUNO AND REWORKJNO ATDPUU.TlON OF PRJUAAYTERII. "· at h Upntlon olh primt,ytetm, neitier 
ol norgu Is being produced on said land. bul LaAN 111 lhen engaged In drilling or rewortdng ~ticns lheleon, lhll lease llhall remain 
In force 90 long as operations on l8ld well or for drlllng a m.ortdng ot ttry tddltsonal we11t are pros.ailed In good faith m'ld In 
watmtnlike manner without Interruptions totaling men lhan etxt, (flO) days dtnig any one tudi openitlon, end r lhe)' result In lhe 
production of ol ~or gas, ao long thoraaf\er u ell and'CX' !1ill II produced In paying quanl!lleS fn::m iaald land, ot payment of shu$.4n 
ol ot gas wel roya!11m a ~!Dry roy1111a le~ u provided In Nos lease. 

13. CESSATION, DRILLING, AND REWORKINO. If,~ huplratlon d the primary lem,, production dolor ga, from 
!he ltutd ~. 9fler once Obtained, 1hould ONH from q cause, 1"111 le:aM ahal not llltmlnalit II' LH&N CXJfMNlnCIS tddlUOnal 
011r1ng ot nw,aklng dpef.llllonsWlthln 11,cty (60) days after IUC:t'I ousallon. n lhlt lease shall rsnaln In tun bet n •ffect for ao long 
.. IIUd't operations o:ir,tinue Jn good faith n Jn wor1unan11q manner without 1n~t1ons 1otallng more than 11xty (60) days. If such 
drllUng ot r.worklng operttiOM l'HUft In the proclucllon Of ol or gaa, the lnse thal temak'I In full fa'ce and effect for 90 long u oil or 
gas i. produced rrcm lhe leesed p,e,n1ae91n paying ~tlu or paymentcA 1twt-1no8 «gu we1 n,yat11n apaynwrt.Of 001T4*.aatc.1 
IO)'llll!let ii made u provided heniln or • provided by blw. If hi drtlllng ot rewondng operatlont ruun In the completion Of t well as 
• diy hole, the INN Wiii not lmmtinata, If the LN ... corrmenou eddlllonal drtllng OI reworking openltlonl within tlxty (&I) days affel' 
lhe complellon ot lhe well as a dry hole, tnd thl1 lease thaD rwnaln In effect IO long as LNSN continues drilling ot reworking opentlonl 
In ggod,falth and lh • workmanlike manner wlthou!: ln11Dm.1p!lont lcCtllng more than siX1y (60) days. LeuN thd give wrttaon notioe1o 
lhe Gell...-.r LMd OfflOI within thirty {30lciaya of art)'ChUl!M of produdlon. 

14. SHUT -IN ROYAL TIES. Fa purposes ot this ~ "Ml' means '¥f'/well ~ hat been assigned a weK number by 
the atalit tgency 11amg Jurfsdlcilon overtw producllol'I ol o1 tnd gas. If, at any lime after I'll explrtlllon Of the primary tarm ot a lea.le 
that, onl!I being shut kl, was belhg maintained In forol n ell'ec:t. • wel capable ot producing ol 01 gaa In paying quantlllet It localed 
on the leased pnMTllse&. but on or gaa II not being produced for lack ot tultable pnx!UCl!on fac:liht « latk of a 1Ulttblti mam~ lien 
l.e$1" mty pay as• thut·ln ol ot gas royalty tn tmDUnt equal IO double the IIIV10al n,nti1 pn:rvklecl In lhe lease, but not less than 
$1,200 a year for Ndl weY c:apable ot produelng ell ot ;-1 In paying quanatiu. rtP~ 3 of lhla IU.M doe9 not spedfy • ckilily 
rental tmOUnL !hen for the purposes rl NI pa"llgl'8:ph, the deity ntntal amount tl'lall be ona dollar ($1.00) per aae. To be elfedive, 
uch lnillal thut-ln ell «gas royalty must bit paid on or before: (1) the a,q::btlon otthe pm,ary term, (2) 60 dtys tfW ltw l.eslN C8Uel 

ID produc:.9 o1 o, gas from 11"oe lnaed Pf9ffDfl,. or (3) !JO da)'S affel' LeaN completa a drlllng or ,awcnlnQ op1r11aon ti~ 
with tl'll lease provtsions; Wlld'8VSdll19 II ltrmt Suc:ta payment lhll be ma one-half (112) ID lhe Commlstloner ot lie General Land 
OlftC* and c:,n.i,aK' (112) ID !ht owner cf !he IOll rt lhll lhMn ol ot OU myalty II paid. lhe leue sh.al be con&lderld lo bit t producing 
leaM .,-, lhe payment llhal utenc:11wt 111rm or the ie.. fa'"• P«10d or one year from 1t1e enCJ or Ill: pnmary 1emt. er lrU'T1 1tw 11m day 
cf the month folowlrig lhe month In vmlch pmdl.ldlon ceased, and, tft« that, I no llitable ~ tadlttiel or IUittbll mat'(fll for 
lie ol ot OU llldabi, Lessee may extend lhe ..._ b' raur more aua:aslve periods ot one (1)year by pcylng tie ume amo..int Nth 
)'IW on or before h e:q)ntlon cf Nd'l lhui-.t )'Nf', 

15.. COMPENSATORY ROYALTIES. If. durtng !he perb:t the leaae It kept In effect bypaymenl ot h lh!Mn ol otgas 
royalty, o11 «oas It told and dellvered in pay;ng quanUtlel tcm a Wiil lOealad within Ct1e t,cuaand (1,000)fett ofllli leased l)(8misat 
tlld completed in !he same prodl.ldng reMMllr, or Jn -,y case In which dnilnage it ooa.wTlng, the rll,f,l lo coollnul lo main~ lhe INsl; 
by paying the llhul-ln Oii or gae ltJ'jalty lhall cease, but lhe laaH llhall nimaln effective b Ila rarralndef al lhe ~forWhlc:h lhe royally 
hu t>ee,, pelci The Lessee may maintain h loue for hr men tuOCNStve re-- t,y UJSSN paying compensaoy royalty al lhe royalty 
111t11 pn:Mdecl In !he lease ot lie ma,1ce1 value of pnxludlon from tte -11 causing lht chintge « whid'I II completed In h same 
produdng ~ tnd WlttlWI one D'IOU.-Jd (1,000) fNI cf lhe INMd pnmlMe. The ~!Dry royally la ID be paid monlhly. one­
haN' (1/2) ID 1he Cmmluloner cf h GenerQI land OII\OI end one-nalf (112) lo lie owner of the eoi, ~ Ori Cl befln 11'11 lasl 
clay ot h month follawlng the month in which h oll or gas II produced from Iha M!I causing Iha dralr\9ge ot lhllt II completed in lhll 



eame producing rMetYClr and located wllhln one thousand (1,000) feet of !he leased premlseS. II the c:cmpensalory royalty paid In any 
12--monlh per1od Is an amoun1 l8Ss than the aM!Jal ahut.Jn oU or oaa royalty, Lenee shall pay ;n amount ~ ID b difference 'Within 
thirty (30) days from the end or the 12-monlh peflod. Compensatory ltly.llty payments wtlidl are not umety paid WII aocrue penalty and 
lnlBl'est In aocordanoe with Paragraph 9 of 1'111 lease. None of !hue prolllslonS wll relleve Lessee of the obligation of reasonable 
development nor N Obllgatlon ID dnll offset web a pnwlded In Texas Na!W'al ~ Code 52.173; l'K:Mvver, at Iha detemllnation 
of the Carmlsaloner, and With the Commissioner'• written aPPfoval. the paymenl of canpeosalory royaltles can saUsfy lhe Obllgal!on 
to driU offs&!: wells. 

1 I. RETAINED ACREAGE. Notwlth!landnQ any provision of lhlll lease ID the contra,y, aflllr a wel produdng Cit capal:M of 
producing on or gaa has been completed on the leased premisN.. Lessee ahall nerdst the dftlgenoe of a l'8890l'lably prudent operator 
In drilling such additional well Cit wells as may be l9a$Ol'\3bl)' necessary for tie proper CleVelopment of the leased premlses and In 
marketing !he prod!Jctlon !hereon. 

IA)VERTICAL In lhe event~ leaM Is In force and effect t#0(2}years a1tertheexplrallondate oflhe pnrnaryorexl8nded 
term It shall lhen terminalt as to all Of !he leased p,9fTllse9. EXCEPT {1) 40 aaea 11.ffllUOding each ol Mii capal>le ol prodld'lg In 
paying quanlllle111 and 320 KrN 8Uff'OUndillQ Ndl o--n capable of prodld'lg In paying quantlllel (lndud&'lg a 1huHn 011 or gas -U 
as provided In Parag!Bph 1-4 hereof), or a well ~ which LessN la !hen engaged In continuous dr\lBng or reworking oparallona, or (2) 
the tl\l'nber of aaes included In• pn,dudng pooled unit pursuant ID Texas Nalural R850Ul't8S Code S2. 1!51-52.154, or {3) such ~ 
or lesser number of acres u may !hen ba alocatad for production pur1)0lfl to a Pf0'81!on unit tor each 9UCh producing weD !¥Ider Iha 
n.1181 and ,egulallons of the Railroad Commiulon cA Texas, or any suocessor agem.y, or olher oovemmental aulhortly having 
juri&dlcllon. If at any ttme after !he effective date oflhe par1lal ter"*1atlon provisions hereof, the appRc:abla lleld rutes ar11 cnanged or 
lhfl well ct wells located thereOn are redasstlled so that less acreage ls lheraaller allocated IO said wel or wells fcrprodudlon purposes, 
this Jea&e ahal lheraupon tennlnata as to d aaeaga not thereafter allocated ID said \Wit or wells for pro(fUt1kln purposes. 
Nolwllhstarxfmg lhe termination of thla lease as to a portion of Ile land!il covered hereby, Lessee shal neV9ftileless oonllnue to have 
the right of tngresS to and egress from the land5 stlU eubjecl to this lease for all purposes deaCrfbed In Paragraph 1 tier.of, together 
wllh ea.,ernems and rights-of-way to, existing roads, USting pipelines and othat em!lng facilitlea on. CNer and aat1S1 al the lands 
described In Pa,agnph 1 hereof rtti• retained lands"). for aoc:ess to and frOrn the rBtained land• and fer Iha galhering ct lransportatlon 
of oil, gas and oltlar mlnaralS produced fnJm !he ratalned lands. 

(B) HORIZONTAL In h event 11'11s 188$8 la In force and effect IWo (2) years efler 111a expiration <la of the primary or 
extended term tt shall runtier terminate as to aa deptht belOW 100 feet below Iha Iola! dep1h driDed {harelnafter"deeper depths") In each 

·-well localed ori acreage retained In Paragraph 16 (A) above, unless on or be fora IWo {2)years after lhe prlrnmyotex1und&d tDfm Lessee 
·pays an amount equal lo one-half {112) of lhe bonus originally paid u c:onskletallon for INs lellM (u tpadlled ori page 1 hereof). If 
IUCh amount ii paid, lhll lease ahall be In force and effect• to ll..ldl deeper deplhs, and uld tarmlnation #hall ba delayed for an 
addltlonal penod of two (2) yeare and so Jong !hereafter as oi1 or gas Is produced In paying quantities from such deeper deplhl covered 
by !his lease. 

• 
(C) l)ENTIFJCA TlON AND FIUNO. The surface aaeage retained hereunder H to each >Mill Shall, as nearly as praclfcal. 

ba In the form of a squara wllh the well localed In h c:anter thffllOt, er such olher shape as may ba approved by the eomrr.ssloner 
Of !he General Land Office. Within lhlrty {30) da)'9 after partial termination of lhla leaae as l)rOYlcled hemrn, Lessee shall execute and 
raoon:t a release ot releases COOIBlnlng a sallsfactoly legal desa1ptlon of fhe aaeage and/or deplhl not retained hln,r,clll'. Thi 
recorded ralease, ora oertified copy of same, ahal bl llled Jn Iha Genefal Land Office,~ by Iha filing fee prMafbed by Iha • 
General Land Office rules In effect on the tla.18 1he release Is llled. If Leasee falls or refuses to exaa.illl and record IIOd'I nM83H or 
raleUN within nCnety (90) dayt; after b8'ng req~ to do so by the Ganer.II I.And Office, then Iha Conmaioner at his sole disaetlon 
may 1:leslgna18 by written Instrument Iha 8QNge and/Cf depthl to be l9leasecl hinul\der and recotd IUdl mtnment at Lessee"! 
expenN In the eounl)' ct countlet wherB 1he lease II located and In Iha official record! ot tfle General Lind Office and such: deslgnalb'I 
shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Nel1her the bonus, delay rentalS, nor royattles paid, or to be paid, under this lea9e ahall nslleve Lessee 
of hit obllgatiOft ta prot,!d !he oll and gu under lhe abclYe-d09Ctlbe land from being drand. Les&eo. 1uti1NHt, recoivef or oUltl' 
agent In control of the leased pmntaea shall dril u many wells as Iha factl may juslify and lhal UM appropriate means and driU to 
a depth noceaary to p111venl und1.111 drainage of oil and gaa from !he leased premLses. In aijdltion, If oil and/or gas ahol.dd be pmduc:ed 
In cornmerdal quantities within t,000 feet of the laased premlsea, or In any c:asa where In• leased premllel ii being drained Dy 
production Of on or gas, 1he Lesseti, atileuoe, 19C81Y8f or other agent In control of Iha laal8d Pf9ITliaH &hall In good faltJt begin lhe 
drilling of• -o or -1i. upon lhe )eaMd prwrisu within 10() days after the chining wall ct wells or lhe well or walls cornplpted ',ll!hln 
1,000 ffft of the leased pntmisa9 start produdng In mnmerdal quantities anCI 9hall prosearte such drilling will diligence, Failure to 
aausf)' the s1atutory off&et obllgaUon may aubjed thla lease and Ila owner of Iha .oira agency rlgh!S lo fotfeltura. Only upon h 

· detarminatlon or the Comtrissloow d the Ganerll Wind Office and wtth hi• written tipproval may !he payment of compematory royalty 
under applicable Slatuto,y pararne~ sallsfy Iha obligation to dril an offset well or -ii. required under lh1a pa~. 

1 a. FORCE MAJEURE. If, after a good faith effort. Lessee la prevented from COfflltylng wllh any express or ~eel covenant 
of this lease, from conclucUng drUDng operations on !he leased pranisM. or from pmducing oil or gas frOm Iha leased premise! by 
reason of war, rebeDIOn, riots, ab1kea, acts al God, a anyva11d order, nM a regulation Of QOY9mment authority, lhen whlle so prevented. 
Lessea'a obligation to ccmptywllh such covenanlshal ba suapended and Lessee ahall not ba llabla tor damages t:w talk.1111 t>a,mply 
wtlh aucn a:ivenants: addttlonally, lhJs lease srl8ll be extended while L9$SN ill prevenled, by any slJCh ~. from conducllng drilling 
and niwondng opera6ona or from pnxtucing oil or gas from 1ha leased p,wnl!eS. However, nothing In thlS paragniph aha.I SlJ9P800 the 
payment of delay rentab In order to maintain Ills loasa In effect dt.ring Iha primary ..-m In 1he abset'Q ol such dlillng 011'8W0011ng 



· .... 

cpwallons or production d oil or gas. 

19. WARRANTY Ct..AUSE. Tlltl o,,mer d h IOll lllclmSlb Ind ~ lo ckfMd Ille IO fie teased premi,ses. If lhe owner 
d tie soil deraurts In payments owed on lhe le:ued pnll'l'liHs, lhen LU5N may r9dNm the rights of the owner of the toil In tie leased 
premmea by ~}'Wig any mortgage. taxes or other 11en1 on h leased prerrisea. If Lessee makes psyment:t on behalf or ltle awne, of 
the $OI under thll paragraph, Lessee may reoowit h cosc of these payments trom the n;in1a1 and royaltle9 due ltle owner of !he IOI. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. ff !he owner of lhe sol owns less t,an the en1lrll un<lvlded sll'face estate 
In lhe aboY9 de9Cft>ed Land, ..tielherornot LeAN'1 Interest II ll)OCl1led herein, then lhe ltl','3l1la and rental herein pnMded IO be paid 
lo lh• OWT* ol the IOI lhal be paid lo him In lh• proportion IJllhk:h hlm lna...t bears ID the enUr-9 undivided ..tac. estat. and lhe 
royallln n rental herein provided IO be p.aJd to lhe ColTvnlsalonar orlhe Genond Land Offlc:e ofh State of Texas lhal be lkawlse 
proportlonately reduOed. However, before l.eS9H ed]ustl the royalty or rantal due to the Commlsalonet of lhe General Land Offlc:., 
L.auee 0thi1 aulhorized n,presentatlve m.»l .ubrnlt to 1he CommiMlonw orlhe General Land Offl<» • written alalllmant~ explalns 
Ile dlsaepancy betwnn lhe rn1ereat purportedly lnMd Wider thll INN and th• actual Jnbnst owrl9d by 1h• owner or lhe IOI!. The 
Conmiuloner oflh• een.r.1 Land Office WR be paid lhe value or lhe whole prodlldlol'l allocable to any undivided lntervst not OCMU9d 
by a lease, 18U lhe pn,po,1ionate deYalcpment and prcd.Jdbi cost allocable IO It.Ith undMded Interest. ~. In no event shal the 
~ of lie Gener.II Land Offlol NC9tve N a royalty on the grou producGol'I allol:=u>le IO lhe undMded lnlen,et not leased 
an amount 1851 U'ian lhe VUJe al one-sb:teenth (1/i 15) d such grON produdlon. 

(B) REDUCTlOH OF PA YIIENTS. If, cuing the prlmarytem,, a portla, Of lhe aid covered by this lease II h:tudecl wlllin 
he ~ of a pooled unit 1hat tw been eppn:,o.wl by lhe School Lend eo.d and he owner ol h soil In ao::ormnot wiltl Naunl 
Rascun::es Code Saellons 52.151-52..154, or If, 81 wry l!tTW after the e,q,lrallon of the pml8I')' l8lm or the exteoded '9rm. this INN 
covers • IMaW nt.WT'tlel' of aau U'ian lh• IDtll amcurt described henlln, paymen.S lhat .. made on a pw acni basis hef9ln:ler lhall 
be reduced acclCl'Oing lo h riu,rqr d acrn pooled, released. ~ or otl'lefwi5e ......-ed. eo ht payments determined on 
a per aae bas1I under lhe le1m1 of lhll le&N during lhe pitnary term lhd be c:aJcua~ based upon the runber d acn1 eutsldft the 
boundar1e1 or a pooled unit, or, If after lhe expiration d the pnmary ll!lm1, lhe number of aan aaualty llltalfled ..-.cl CCMlr9d by NI 
leue. 

21, USE OF WATER. Lesa:ee lhal h ...... h righl 10 UH walBf produCed on Aid land neoessary for operations under tNs 
lease exceptwawfrom M111w tarikl otlheown.-ofthe lOII; provided. l'!Owever, LehN thalt not U9tl pota.blewaterorwater1uttable 
for Mllock CK lmgallon pxpoees for wallrflood openalk>n8 without lhe prior COI\Mllt of lhe own.,. of the aoil. 

22. AtmfORIZED DAMAGES. lusH lhal pay h OlrNNlf d the d for dam,oet: caused by lb operatlol'II b an pa,rsonal 
property, Improvements, Rvestoc:a and QtlPI, on Nld land. 

23. PIPELINE DEPnt. Whell ,eqUMted by the owner d tile toll, lNsH lhall bury ltl plpel','iel belcM plow depth . 

• 24. WEU LOCATION LAUT. Nowell shall be dl9ed--, t,an t#O IU'ldtecl (200) feet IO m,y tw:::uM or bllm now on •Id 
prem1su wlthcu1 the wril»n oonsent of the ownw of ..,. d. 

2'. POLLUTION. In deVlllopng 1hls an,a, Lessee shal use lhe hilt*' degree of an and en proper ~· ID prevent 
polk,lon. Without limiting the fcregoing, pollution ofc:outal-llanda. mUJral wa~. r!Yersand mpcunded water shall be pt9'Y9l'lted - · 
by tie use ol containment fadlltles suffidenl IO P"9VW'll. tPillaoe, aeepaoe or gnxn:S water conl3rnlnal!or\. ln h even1 of pollut!on. 
Lessee shall uee al means at fts dlspoul 1o 19CBPU'41 d escaped hydroc:art>onl or other pollutant end lhalt be responsible b d 
darTIIIQII ID pi..t,llc and p!Mtll propertlee. LMaee 11\111 buld and maintain fenoes wound Jta IWSh, unp, end dralr,age pits aod tank 
t,attmtu eo a IO P")ted: lvestock agalnlt Iola, darr.ge or~ Md upon complellon or abandonmen1 of q w.n or -"s. LnMe 
ahal fil and level all llueh pits and ce11.w end ~ Clean up the drilling sit.I d al nmblsh thereon. l.6SSefl lhl.11, While conductlng 
operatlone on the leasocl premi&el, keep lllid preml- free of all rubbish, can&, baffles. paper cups or gertage, and upon o:,mplellon 
of operv.tlons shall !'Nlore the 11.Sfaot db llnd ton nearfts original condition Sid conQQ NII pladlcable. Tanks and equipment 
wlD be kepi painted and presentable. 

29. REMOVAL Of EQUIPMENT. Subjecl to lmltatlonl In lhll ~pt,. l.115&89 ahal have lhe rt.tit IO l'8n'IOWI rnad\ln6ry 
and lbrturN placed by L8UH on the leased ~ nduding the rtgM llo draw and remov. casing, within one hundred twenty (120) 
days after lhe uplrallon or the termlnallon of NI lease unless the owner of the IOil gl'nt. leasee an exlenalon of lhl9 121).day period. 
liow9v9t, IMMe may nol rwnave casing from lll'fwell capable Of prod!Jdng oil and gu Jn paying quantities. Addlllonall)'. lessee may 
not dnlW and remove culrlg until aflerl'Lirt)' (30) dsyt,'Mitt-,i nolk:e ID !he CommlMionetot lhe G--i Land Offioe Ind to lhe _,., 
olh IOil Th• owneroflhe d shal become hownwof-.r; machlnely, ftxuN, or casing which ar11 nol*"8ly rern:,.,oed by LeMee 
under h leffl\a ot tua par;agraph. 

'ZT. (A) ASSIGHIIEHTS. Under tti. c;cndltlool con~ in lhll i,;n,T,lptl and~ 29 of lhll lease, the rlghtl anct 
estates d either party lo lhls lease may be ~. In whcN or In part, and the pro¥ls!ons Ol lhls lane lhal extend to and be bindi'lg 
upon lhff h91ni, oevlseel, 1eQa1 ,epruentaltves, IUCC8S!Kn and ualgna. However, a change or dvlllon In~ Ol lh• land, 
rwttal9, or l'O')'aMN will nol ~ he obligallona ol LNRe, dlmlnilh lhtl righS, pmtegas and -1ate. of Lessee, mpalr the 
affactlvenesl of any payment made by l.anM o, Impair tMi ·~ d any ect performed by L....._ And no change or division 
In CM'l'lerlhlp of lh• land, rantall, or royaltl• 1hall bind Lessee b' ,ny putpoN untl thirty (30) deya •lter the owner ot Ile d (or hit 
l'lelnl, de'.116oa, legal repreaenlatlvel OI UllgrW} bnlshel the Leaee with aaUa~'Mitten ~ of !he c:lwVI In CM'!Mnhlp, 
k'ldudlr,g tne orlglnal n,eon;led ITIUnffilntl of II» (or a Clerlll'led ~ ol lUCh orlglnal) wi., !he ownetlhlp dwlQ9d because or a 



conveyance. A Iota! ot partial assl~t oflhls lea!e shall, ID the extent of the lntatest assigned, relleYB and discharge Lessee of alt 
fUb1equent obllgatlonl under lhll lease. H this leaM IS assigned In Its enllr11ty ll ID only part of the acnaoe. the right aid option lo pay 
rentals ahall be 11pportioned 11 between the MVefal owners ratably, 8000fdlng b 1he llfN of each, and failure by one or n""Kn of 1hem 
to pay hll lhare of the rental ahd not affect lhls lease on lhe pan of the land upon Wlk:h p,o ruta rentals 819 tlmely paid« lendered: 
h0wever, 1r the N&lgnor ot assignee does not file a certified copy of 1uch ustgnment In lhe General Land Office before the next rental 
paying date, the entlni 1Ba1e lhal1 '8rmlnate for failure to pay the entire n,ntal du• i.'der Paragr.iph 3. Eve,y IUSlgnee lhaJI IUCOOOd 
to aQ rights and be aubject lo aa obllgallon8, llahllllln, and penaltla o-d to lhl State by lhl origin.al lessee or any prior assignee d 
the lease, Including any labilitlas ID lhe Stai. for unpaid royal!kll. 

(B) ASSIGNMENTLIMrTA TIOff. Notwithstanding any prt7w'isb'I h P9rllgraph 27(a), Hlhe CIMl«ofltle aoll ~ lhls INH 
In whole or in part by asslgMlllfll without Iha prkl' written approval 9' lhe COrnrnia6IOrler of the Genera.I Land Office, this lease Is veld 
.s of the time or assignment and lhe agency power of lhe owner may be forfelted by lhe CommlUJOl'lfll. NI. au!gnment wftl be hated 
u If It wer9 made to lhe ownet of the IOU It lhe assignee II: 

(1) 1 nominee ol lhe owner of the IOII; 
(2) • corpora lion or aubsldlary n which the owner rA the IOI! ls I pf1nelpal stoc:lcholcler or II an emplayee rA such• 

oorpor11tlon or IUbsldlary; 
(3) 1 partnerah!p In Which the owner or the sell II • par1nef ot It 1111 employee rA auch I partnership; , · 
(-4) a principal all>Ckhold« or employee of lhe COl'J)Or8.tlon which II lhe OWl'M!I' of lhe IOI~ 
(5) a partnw or employw ha patnerahlp which II the owner of lhe IOI!; 
(6) a flducJaty for the owner or lhl IOII: Including but not lmlt8d to• guardian, lru&IN, executor, administrator. ntOliver, 
« conHrvator for hi ownet or lhe ao11; or 
m I l:amlly member _or the CMINII' ol lhe aoll ot related ID Iha owner or Iha Kii by marriage, blood, or adoption. 

2!. RELEASES. Underlhe eondltlona contaned In lhll paragraph Ind Panigr.1ph 29, Lessee may at any llmt IIX.C:Ulll and 
dellvet to lhe owner or the IOil and place or reoord • m1ease ot reteases covering any poruon or portions or the leased pr9ffUOS, and 
thereby MSrrendef lhll lease as ID IUd'I po,1lon o, portions. IIOd be f1111evad of au IUbseQuent obllgatlons as lo acreage SIJ'fflldeled. 
If any part of thl1 leae II properfy aurranderud, lhe delay 11N1tal due under 1hll leaN &hal be redl.lC8d by the proportion that lhfl 
surrandarad acreage ben lo the aaeage which was oovered by lhls leue lrnrnedlataly prior lo IUCh IUl1'ender: however, IIJCh ~use 
wlU not,.,~ LM:lff or any liabUltl .. which may ha .... accrued under lhll lllasa prior lo lhe MSrn.nd«d IIUdl acn111ge. 

29. FILING OF ASSIGNUEHTS AND RELEASES. If all or any part of this lease It uslgned or released, 11uch assignment 
« release must be m:orded In the oountywhn h land IS sill.lated, 11nd the rac::ordad lnatturnent. or• copy of lhll l800Rled lnstnment 
cartllled by lhl County Cler1t or the county In whlctl h Instrument II ~. must be ffled n the Gerwnl land Office wtthn 90 days 
or lhe last exea.,llon date·~ by the prescrlbed ffllng fee. It ll1Y 8UCh asslgrwnent II nOl so flied, 1ht rlChtS aoqulrecl 1.11der"1hls 
lease llhaU be 1ubJect to forfeltute at Iha option of tho Commissioner of the General land Offloe • 

• 
30. DISCLOSURE CLAUSE • .All prOYltlons pertainll'IQ to lhl 111aM ol lhe abovM!escribed land have been lndudod In Ns 

lnllrumllnl, lndudlng 1he 1tatement of lhe WII C01'11ide111Hon to be paid Jct tie execution of lhl1 leaM and lhe rlghtl and dutl• of the 
parties. Any-eoll.atet111 agreemenll conotmlng Iha daYlllopmenl or ol and gu from Iha leallld prwnlles which ar. not contained In thll 
JeaM render lhll lease Invalid. 

31. FIDUCtARY DUTY. The CMTl9I' or the IOil OW811 lhe Stale a ftduclllfY dUty ltld must fully dl&closa any fact! affecting lhll 
State't ln181'9st In IJ'le lusecl premlaea. wrlen 1he Interests of the owner of lh• IOII conlllct Wllh ll'1oH or lhl State. tt,e owner of lhe lol 
II oNgated to put the Stete'1 na:resta bekn hll personal lntereela. 

32. FORFEmJRE. tr Lessee shall rat « rerun lo make the payment ol •ny tum Wlltlin INrty days after n bealmel due, or 
It Leuee ot an authottZlld agant should knowingly make any talM rnim or false r.pon concerning production ot drtlling, or It Luaee 
1hall fall or Nluu lo dJ111 any offset well o, welll In good faith • r9qund by lllw and lhe rulel •nd n,g,iJ:;itlOl'III lldoplad by !he 
Cotlv'nl9sloner ol lhe Gel'lffll Land Olllee, or If Les9ff Sl'IOUld fall lO Ille reports ~ tie ffW'll'ltf r8QUhd by law or f'aU IO c:ompty ~ rules 
and regulatlcm promulgated by the General Land Office, the School Laod Board. or the Railroad Commls!lon, or II' Lessee should 
refuff lho propw au1hot1fY access lo 11'111 l'900rdl p,enainlng lo operallon1, or If Lessee or an authorized llg8llt lhoufd knowlngly tan or 
ref!JIO ID give ODfl'9CI lnformlltlon ID ll'le PtoPet aulhorily, or knowingly ran or refuse ID b'nlah the Goner.11 Land Offioe • com,ct log of 
any wel, or II LUIM ahall knowlnglyvlolata any of Iha ffllller1al pmvl5ior'la of 11'111 MIIIH, or II INs leaH II NaJgoed and the us;gnment 
II nol llled n the General Land Office u reqlftid by law, lhe rtghtl acquired under lhls iea .. lhall be aubjed: ID forlalltn by the 
CommiSlloner, llnd he lhan lbrf9lt same when suffldenlly Informed of the facts Which aulhorlze a lorfelluN, and when bfelted the .,... 
ahall again be subject to lease under the t8lmll of ll'le Rellnqullhmenl Ad. Howll\/81', nothing herein shall be construed u waiving Iha 
automatic IBrmlnallon or thls leaN byoperution oflawor by reason of any spec:lal llmltatlon artalng hflreunder. ForfeilUrel may be HI 
11alde and 11'111 lean and all rights 1hereunder nilnatated before the rlghll of ano!het lnlll,....,,. upon 1&llafadofy evidel'IC8 to the 
Commissioner or the General Land Office or l\lture compllancll With the pmvlllons or lhe law and or lhlt kwtN and 1hll rulol and 
regulat1on1 Iha! may bll adopted ,-1at1 .... hefllto. 

s:,. LIEN. In acoordance with Texas Nab.nl Ruource1 Code al.136, tie Stale lh1n have• llrlt lien upon 111 ol and gu 
pl"Oduoed from the 11r11a covered by 1hll lease to secu" payment of au u,pakl royally and olher IUITII of money that may beooma due 
unoorlhls leaM. By acceptance ol lhls lease, Lessu grenla the State, In ~lion lo t11e Ben provided byT-,w Nallnl RNOl.n:fl Code 
52.136 and any other appUcable 1tatutory Ian, an 9xpr8N connctual lien on and sec:utlly lnbrast h an leased mlneml In and extraded 
from tho 191186d pren"ises, au proceeds which may accrue lo Lessee rrom 1hll ulo of suai lea9ed minerals, whether SUdl prOCll9d9 .. 



held by I.MIM or by a IIMtll pany, end II lbnur'M on and ~11 IO the - --UMd In connection wlh the pn,dudlon 
or~ ol auch llued muww In Older IO MCUfe lhe paymen1 ol II fOYII* orolher lfflOllnla dUe or IO~ dUe under thla 
IMM end.,....,,. IJ9Y'l*'l ol eny~ ori.-,., i.-mmyw!IW by-ol ~ tnecholenyCIIMIMlllorconcilron 
ol 11111 leaM, whallw ~ or lmc,l,ed nu. llen end MCU\ty ln'*"I mmy be lcnc*IMd will\ or wi1houl COi.Wi PtOCM(lngt III the 
"*"141tpn,Yided In lhl Tille 1, Chap. Doi !he T-0...-. end CotM*W Code W.IH IOfHI !hat 1he Ccrnmraalonw INYIWl'ft 
L- lo execute end '9oonl IUCh lna1"1n*>la N mtrJ be 1-,ebty ~IO~. •Ulleh or perllcl lhll Ion ~ 
her9by rwptM9nla 11\al .,,.,. .,.. no pr1or or Mlpellor hoe IIIIMlg lrom end ,-ang IO~·· IICIMbN upon the ~ 
p,ope,ty or lrom ~ ·· eoqulllllon ol lhlt ..._ Should Ille Commiuloner at err, 11me ._ lh9t thla ~- le nol true, 
- 1he CornmlNioner INlf dedM9 1hla "'- forlelled .. provided hel'MI. 

3'1, POOUNO. ~ le M<eOyc,w,t9d the 11gll lO pool orWll'.ln 1he roya/1)1 ~lol N-ol lhe 9CI undlr lhlll tule 
Wllh enyolher......-.old or mrne,al In_. lor Ille exs,lon,tlon, ~.-.cl~ ol ,.orciu oredherol lhem upon the­
lllme u ahd be ~ by the School Land lloetd end the~ ol lhe 0... Land Office lllr 1he pocllng 01 unlllzlr,g ol 
!he lnterNI ol lhe Smte lftler lhll lMN pul'IUlllll lO T-Nllllnl ~ Code 52.151-62.154 The-ol lhe lcil ~ NI 
lhl tnc1u11on o1 Ihle pt011te1o,11n He INN .. iw.111e -11on __ .. mted tn T- 11a11n1 ~ cocie 62.162. 

U . INOEMNITY. Lua. her9by ,..._ end dllcN,gM Ille &late ol Texu end the - of ltle d , 1helr officMa, 
~. s-1nen, eger,11, contracl0t9. eubcontr'ec*n, ~. ll'NI-. end._ rMl*'IM IUCCWOl9 ...ci ....,._, ol- llun 
II anct any KIICr\l end '*- ol Kllorl ol r,wy na11n, or other haml. lndudlno ""'4ton!NIIIII '*"', lot IONdl --, ol ctan-o­
la 8000hl. lndudin0, but noc ~ to, II tee.-Ind~ ""*'1 In cauMd by the IICIMbea ol ~ b olb-.. ~ . 
end age,,1a a,u,g out ol, lncid9ntll lO, or~ lrom..,. _.acne ol 01 lor '--on.,. IMMd sw-r---· 01 tll&l mmy 
ar1M out ol or be OOCMIOlled by i.-·e tnech ol err, ol lhe ternw or pnMliana ol tl\la Aoi---. or by llff olher negllolnt or elltdly 
leble act or omiu.,on ol lMMe. Furilw, ~ her9by egr.- IO be fable IOI, IXOfWlle, lndennly, CMlend 8fld hold '*""- !he 
Slata olT-end lhe-ol thed, '-offlceR, ~ end egenta, lher-. or~ egelrWl llff Ind II ....... 
llabllibea, taeea., ~ lldlona, l*90I* lrljllfY(lnducing-~ - end~. orohrlwm lorwhlch,-yoldenwgu 
te eouoni. under any lheo,y tndudlnO ton. connd. or n1ct llabllty, tncMlinO anomeyr ,._ and Olher i.gat ex.-- Inducing tllOM 
l'llal9d ID erwltorvnonlll hazllRII, on the leased ~ or In .., wry rnlN IO ~· lalUN IO comply """ .., Ind .. 
enwonmenlal lewa; tholce a,1eing ftorn or In any wry relllted IO i.-·a Ol*lllionll or en, - d i-·a _....... on .,. leaNcl 
~ lhoM lf1-nQ rtorn ~-.-o1 ne utM:eal.,. lNMd ~ . - - 11a1 rr-.ylll1M outolorbeOCClllaned bl' 
i.-•a bruch ol w,y ol lhe ....,,. or PftM8iCn ol Illa ~1 or err, olher aCI or omlallon °''--·Ill~.~ ­
~ . pe,1ner9. ~ contrac:11n,at>ccnnc:tn,Q'.*b, inlllloes. and._ rNp«IIYe1UOC:1NeCnlnduaigna. ead!UlqlN 
ol m ~ or an In_. .,.,.. _., be lable for, axonerate, lndernnlfy, c1e1w and hold ham"- the Im• ol r­
and ... - d the d. ,_ offlcare. en,ployM&. and-· In ... - ........ provided llboYe In cameclon""" fie ldh411u 
ol i.-, 119 ol!lctn, ~ and agantl M dMOlbed abOYe. EXCEPT All OTliERWISE EXPRESSLY LIMITED HEREIN, ALL 
Of' Tlil! INDEMNITY OBlJOATI()fjS AND\OR UABll..nlES ASSUMED UNDCR TIIE TERMS Of' nus AGR.COl(H'T I HALL Ill! 
WITliOUT UMITa AHDWTTHOUT REOAAD TO'Tlil! CAUSE OftCAUSD THEREOF (EXCl.UDINO PRl!..vosTINO COHom<>NS), 
STRJCTUABQJTY, Oft Tlil! Nl!GUGENCE Of' ANYPAAlYOR PARTIES OHCLUOIHO TliE NEOUGtHCI! OF THE Dl!!MNIFlEO 
PARTY). WHETHER SUCH Nl!GUOEHCI 81! SOLE, JOIHT, COHCURIWIT, AC'TlV!, OR l'ASSM! 

36. E>MRONMENTAL flAZAROI. ~ .... UM Ille~ deQrM ol care and .. ._.._~ lo _.i 
con.lllrilallon or polU!lon ol .,.,, _..,._.., macllum, lndudlng d , ...i- ,....., groundwaler, ..,.,_., Ind ari1ca or 
~ anta. amblanl w or any°'* WWlronmenllll medun In, on, or undat, 1he lauad ~. by any wute, polulanl, or 
contll"*-t. ~ llhal IIDI bllnO or permit lo,..,. on N leued - en,...,...,. --ing ma'*1ala, ~ - ICldO 
rnat«lall. or llallllCII 19QU111td u haz:aldoua - haUldoue nwlMall. haz:lnlcaia IUb9tancM (• .,,. 111m1 'Hszlrdoue 
SUbatanc.' ,. daftnedln the ~ EINlronmanllll ~ . Cclmpaneabon Ind IJlbl. 1YAct(Cl!RC1.Ai ~2u.a c.~ 
eeo,, et aeq i ar lOXIC...,._ lftler any ladanl. siaia, or locll tawor ..,_11an ~ Ma*111a1, Wll!)I ~pn)dUcla 

conmanly UHd In mnnedlan wtlh .. Ind gu e,q,IOrallOn and devwloprr•d cperdOna n ~ In 1he - - Ind quan1lllee 
LESSEE'S VIOLATION Of TI{E FOREGOING PROHIBITIOtf IKAU. CONSTITVT'l! A MAT'ERIAL 8R.l!ACH AHO OEl'AI.II.T 
HCREUHDER AND LESSa! SUAll. lHOC:MNIFY, HOU> UAllMLUS AHD OCFEHO Tli STATI OF T£XAS AND Tlil OWNER 
OFTHl!&OILFROMAHDAOAINITAHYCI..AIMS, DAMAGES,JUOCMENTl,PCHALTia, l.lABlUTICS,ANDCOffl (lNCLUOIHO 
RJ!ASONABLE ATTOIUIEYI' F"E.U AHD COURT COSTS) CAUSED BY OR AJUSIHO OUT OF (1) A VIOl.ATI()fj Of' l1ie 
FOREOOIHO PROHIBfTKm OR(l) Tli PRESENCE, REI.EASE, OR DISPOSAi.OF AHYHAZAADOUS MATEIUALSON, UN.DER, 
OR A.80\JT TliE 1.EASW PR.EMIIEI OURIHO LESSEE'S OCCUPAHCYOR CONTROi.. 0, l}l I.EASED PREMISES LflSEI! 
IIHAllCLEAN UP, R.EMOVl!,REMEOYANDRLPNRANYSOIL.OROROUNDWATVICONTMIINATIOH ANDO.t.MAG CAUSED 
BY THI! PRESENCE OR RELEASE Of' AHY HAZARDOUS MATERIALS IN, ON, UNDER, ORADOUTTli! I.EASED PREMISES 
DURING LESSCE'S OCCUPANCY Of THI! Lf.ASl!O PREMISES tH CONFOflMNICE wmt ntl! RZOUIREMEJml OF 
APPLICABLE LAW Tlil9 IHDEMNtFICATIOH AHO ASSUMPTION SHALL APPLY, BUT IS NOT UMTTa> TO, UABlUTY FOlt 
RESPONSE ACTIOHS UNOERTAKCN PURSUANT TO CERCLA OR AHY OTHER ENVIRONMENTAL LAW OR 11.EGUI.ATIOH. 
LE.UC! SHAU. IMMCOtATELY GIVI! 'Off! ITATI Of TI!XAS ANO Tlil! OWHt R OF '!WE SOIL WlUTTDI NOTICE Of' AHY 
BREACH OR SUSPECTI:D BRIACH Of' TlilS PARAGRAPH, UPOH I.JUJUONG Of' THI! PRUOICE Of' AHY ~ 
MATERJALS, OR UPOH RECEMNO A NOTICE FROM AHY OOVOIIIWOITAL AOENCY PERTAINING TO HAZAllOOUS 
MATERIAL.a WHICH MAY AFFl:CTTlil! Ll!A!ED PREMISES Tlil! 081.lGATIOHS Of' t.USEE HOtE.UNOER $HALL SURVM! 
Tlil! EXP1RATION OR l!ARUl!R Tl!RMIHATlOH, l'OR AHY Rl!ASOH, Of' Tlill AGRCEMENT. 

37. APPL.ICABU!LAW ThtetuMlalNuecllftler ... p,OWioneolT-N8tur81~Coda52.1711hrougt, 62.190. 
conmanlylcr-, u ... ~Act.--~ .-1nc1 WTWIClnwlta ...,__and.,,,.,,,.,.........., tn ....... -11()1 oonlarm ID - • tallltM, 11\e IUIIUIM w4I ...-a,,er orry -,111mw,g-. ...-,. 
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38. EXECUTION. This ol .-.d gu lease~ be~ 9nd ~ by the l.MSN beftn; I la filed d l'9COl'd In lhe 
county reconts and In lhe General Und Offlca ol 1'111 Stille of Texas. Once h Mng requ1111mentl found in Panlgaptl 39 drill lease 
have bun Mtisfled, the effedtve date of this use ahall be lie dali9 Jouncl on Page 1. 

39. LEASE Fll.JNQ. Pursu;nttoChaptel'VolhTexasBuslneuancl Ccmnen::e Code, this lease mustbefflecl olreo::,t'CI 
In lhe offloe ol the Courity Qei1t In anyo:::u'lty In which all rs any part ol lhe 1e.uec1 pranises la kx:lltad. and certffled a,p1e1 1hereol must 
be ftled In the Genetal L.and Offioe. Thie !MN le not •ffecllv9 \nlll • cer1ffled copy ol this lease (Which Is madll and C8f1fflecl by lhe 
County Oest rrom hit nicords) Is flied ft lhe Gener.II Land Offlol In 8CCOl'danC:8 Wllh Te::xas Nab.nl Resoorces Q:lcla 52. 183. 
AddltiOnaly. 1his lease Shal not be binding upon lhe Stale 1111ess It recites h 8ctual and we conslderallOn paid or pnxnlsed klr 
exeaJllon of 1hl!i lease. The bonlJ!I du• 11'111 State and the presat>ed liUng fiee ahal accompany sud! certltlod copy ID lhll General lM'd 
Offloe. 

ADDENDUM 

Lessor and Lessee agree that the following provisions are incorporated into and shall be 

construed .. a part of the foregoing oil and gas lease, and in the event of a conflict between the 

provisions of the foregoing General Land Office form and this addendum, the provisions of this 

addendum shall prevail. 

40. PRODUCTION ROYALTIES. Upon production of oil and/or gas, ussee agrees 

to pay or cause to be paid one-half (l/2) of the royalty provided for in this lease to the Commissioner 

of the General Land Office of the State ofTexas, at Austin. Texas, and one-half (1/2) of such royalty 

to the owner of the soil: 

(A) OIL Royalty payable on oi~ which is defined as including all hydrocarbons produced 

in a liquid- form at the mouth of the well and also as all condensate, distillate. and other liquid 

hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter 

provided, shall be ~ part of the gross production or the market value thereof, at the option of 

the owner of the soil or the Commissioner of the General Land Office, such value to be determined 

by the gross proceeds of the sale thereo( Lessee agrees that before any gas produced from the leased 

premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through 

an adequate oil and gas separator of conventional type, or other equipment at least as efficient, so 

that all liquid hydrocamons recoverable from the gas by such means will be recovered. The 
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requirement that such gas be run through a separator or other equipmeot may be waived, in writing, 

by the royalty owners upon such terms aod conditions as they prescn"be. 

(D) NON PROCESSED GAS. Royalty on aoy gas, which is defined as all hydrocarbons aod 

gaseous substances produced, saved and sold, not defined as oil in rubparagraph (A) above, 

produced from aoy well on said land (except as provided herein with respect to gas processed in a 

plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be ~part of the 

gross production or the market value thereo( at the option of the owner of the soil or the 

Commissioner of the General Land Office, provided that the term ''marl<et value" shall be deemed 

to have the meaoing set forth in § 91.402(i) of the Texas Natural Resonrces Code, provided that the 

maximum pressure basC in measuring the gas under this tease 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 tests made by th~ Balance Method or by tho most approved method of testing being 

used by the industty at the time of testing. 

(C) PROCESSED GAS. Roya)tyoli any gas proceased in a gasoline plant or other plant for 

the recovery of gasoline or other liquid hydrocaroons shall be 1/4" part of the residue gas aod the 

liquid hydrocarbons extracted or the marl<et value thereof, at the option of the owner of the soil or 

theCommissioneroftheGcnera!LandOllice.Allroyaltiesduehereinshallbebasedononehundred 

percent (100%) of the total plant production of residue gas attributable to gas produced from this 

lease, and on that percent accruing to Lessee of the total plant production ofliquid hydrocarbons 

attributable to the gas produced from this lease; provided that ifliquid hydrocarl,ons arc 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 hydrocaroons shall be fifty percent (50%) or the highest 
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percent accruing to a third party processing gas through such plant under a processing agreement 

negotiated at arm's length (or if there is no such third party, the highest percent then being specified 

in processing agreements or contracts in the industry), whichever is the greater. The respective 

royalties on residue gas and on liquid hydrocarbons shall be based on market value as defined in § 

91.402(i) of the Texas Natural Resource Code. In no event, however, shall the royalties payable 

under this paragraph be less than the royalties which would have been due bad the gas not been 

processed. 

41. OFFSET WELLS. Lessee shall protect the oil and gas under the above-described land 

from drainage as a reasonable and prudent operator. IC oil and/or gas should be produced in 

commercial quantities upon lands adjoining or adjacent to the leased premises, and the leased 

premises is being drained by such production of oil or gas, the Lessee shall drill such offset wells 

as would a reasonable and prud~t operator. Lessee at its option may, in lieu of drilling such offset 

well, release an amount of ~ge sufficient to permit the drilling of an offset well under the 

applicable rules of the Texas Railroad Conunission, such release to extend only to the subsurface 

strannn or formation from which oil or gas is being produced on the adjoining or adjacent tract. 

Such release shall be given within one hundred eighty (180) day, after the commencement of 

production of oil or gas in paying quantities from such adjoining or adjacent tract. It is specifically 

agreed that Lessee shall have no obligation to offset any producing wells in existence on the date this 

lease is signed. 

42. SEISil.fiC DATA. The parties have entered into a separate letter agreement regarding 

the Lessor's consent to LMP's acquisition of certain seismic data from Western Geophysical· 

covering the leased premises and surrounding lands. 

,,, ....... ,, 
.... ,~~~ ,,,,,,, 

/f.~ ................. ~-\DATE °i-c."3-o-{ 
f:;ei ~~~ Atruecopylcenity'-:a: :d= JUANO.S s Ill 
• • •C::, OU · ' \'-' \ / :;;' ! ak, H,da~unty, Te,as 

< •,. ..• -~--'By ::'\ \ , ~ ',~ ......... ~v_..· , , , oputy 
,, l'no ..... \)' •• 

,,,,, "UUN l 1 ,,,,• 

'''"1111011 



Executed the date of each respective acknowledgment certificate below. but effective as of 

the date~ first above written. 

STATE OF TEXAS 

.. ~ ·, .. 
LESSEE 

:,p7;~ 
Michaels. Pedrotti 

Title: President 

STATE OF TEXAS 

,,,.:y-;;f: u:ia;,; i:l.?r tlle Garza 
PfYr"''\I Energy Trust of 1994 . 

By-~~~ ~- L_ .J. 
"uadal\i;efr'.,iie.forii,; Garza *Jrr'r.. 

Energy Trust of! 994 

!NDlVJDUALL Y AND AS AGENT 
FOR.THE STATE OF TEXAS 

GOUN'IY OBIUllCES § 

INDIVIDUALLY AND AS AGENT 
FOR THE STATE OF TEXAS 

BEFORE ME, the undmigned authority,on this dayp y appearcdMjc;haeJ S Pedrotti 
known to me to be the person whose name is sub · e foregoing instruments as President 
of LMP Petrolemn Jnc and acknowledg e that be executed the same for the purposes and 
consideration" therein expressed, • capacity stated. and as the act and deed of said corporation. 

. =.,.. .... my hand and seal of office this th~J ; of 2@t.. 
{Q__ . 

-=c..-...4:;z;.t::;;;, GARZA 

~~~~ 

,,11111111,, . 
,,•'~\\\(. ,,,,, 

,i~':'-···· .. ···· ... .ri\,i;1"E: '.?} --z. ::>·o ~ 
{~i *:\t~ Ato,•Etcert;ty ;o i : -: JUAND.S , AS.IJI 
~c..l \ J §_3.IC\. rk. H1dal\ ounty, Texas . . . -· - ~ -:... ••• • • ..ss,,1., ...... ~, ........ •::it.'(·-.--- Oeputy ',, ,..,,. _ _,,.,, ... · 

''1,;"UUN' I ,,,• 
..... , 11 •• ,. 



the date first above written. 

STATE OF TEXAS 

By: ___ __,,L..--­
Juan Lino G a Trustee for the Garza 
Energy t of1994 

STATE OF TEXAS § 

COUNTY OF NUECES § 

LESSEE 

By: 

STATE OF TEXAS 

By: __________ _ 

Guadalupe Garza Jr., Trustee fdr the Garza 
Energy Trust of 1994 

INDNIDUALLY AND AS AGENT 

BEFORE ME, the undersigned authority, on this daypersonally appearedMjchael S. Pedrotti 
known to mo to be the person whose name is subscribed to the foregoing instruments as President 
of LMP Petroleum. Inc, 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 deedofsaid corporation 

Given under my hand and seal ofoflice this the /3 .... day of S:pt, .10!.'f.. 

DELIA M. McGRATH 

..... ~­,....,1,2005 

&k. /J(. (Jll!Jwi 
Notary Public, State ofTexas 



.......... 
• 

STATE OF TEXAS § 

COUNTY OF H-,},..~ § 

. BEFORE ME, the undersigned authority, on this day personally appeared Juan Lino ('rarza. 

Trustee for the Garza Energy Trust of 1994 known to me to be the person whose name is subscn'bed 
to the foregoing instrumeots Individually and as Agent for the State ofTexas, 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 band and seal ofoffice this the :,M},_day ofQ"'-1~ ,20.o:J 

e JUAN J. GARZA 
IDTMfMEsrmcrrms 

COIIIIIHIOI UPltU· 
0CT08ER 12. 200, 

STATE OF TEXAS § 

COUNTY OF * d,.Ja,o § 

BEFORE ME. the undersigned authority, on this day personally appeared Guadalupe Garza. 
Jr. Trustee for the Garza Enei:gy Trust of 1994 knovvn to me to be the person whose name is 
subscn'bed to the foregoing instruments Individually and as Agent for the State of Texas, and 
acknowledged to me that be 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 band and seal of office this the µ&day of~~ 

e JUAN J. GARZA 
l:ml't''IIRll'.UI CFtml 

COIIII\UIOI IOtlU: 
OCTOe.1!11112. 20N 

,,,1111111,, 
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' ... <v ....... ,, 
/§/~·· ····· ... ~TE °J-"13?-0L\ 
: o i , ! ~ ~ A true copy I certify 
;. (.) : :'y· rc:r:::. JUAN D...541,.1NAS Ill 
':. \ J _.--e,ifl lerk, Hidalg() Co' 
~ •••• ~ •• ,· ,:i: unty, Texas 

.. ,.. • ...... • ~ Y--'=l;--==::S.-\-~-'•,, ~ O' ,.·· Dep,ty ,,,, ....... ' ',,,,•' 



File No. / Otj,J~ G© 
I 

11/ 15761 
at erson, Commissioner 

By~.,L.Jt.LJ~~~~~~~~ 

• 



KERR- G JL DG 11 RE LP 08014451 

Lease Number : TX- 000122116 

. . . . . . .... 
• . . . 
.... 
• 

DEPOSIT TO TBB CREDIT Ol'--_- _-_-.... -.... -_-_:_-_-_-_-_~;:: : s.a. NUMBBC[j:HBCIC DAT_B_ .. l _c_sBcr NUMB_B_R........_I___ AMOUNT 

COMM ISSOINER OF THE TEXAS LA333 854 03 Mar 28 2008 30036751 ***$13,200.00* 
LANDS 

EJL/&).).5/rxJ of' l)~GL .{Jgf1;tl5 

1~ ~OLJl/j 

•• • . . . 
• • 

.. . . 

I NSTRUCTIONS TO PATll 1 
Ia•• auc:b •• tba c:anc:aled c:bec:k ••rv•• •• our rental receipt , pl•••• c:a•b tbe c:bec:k i-•diatal y upon rec eipt . 

I NSTRUCTIONS TO DIPOIITORT, 
Io c:• • • of any diffic ulty, proooptly c:o-uoic:ata witb tbe rental aec t ion of Land Adaini•tration o f tbia c:oapany 
832 · 636 - 708& , explaining tbe c:irc ua•tanc:•• and furtber inatruc tiona will be given . 

DETACH STUB ANO RETAIN FOR YOUR RECORDS 
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UNITED S TATES POSTAL S ERVICE 

• Sender: Please print your name, address, ari;g Z 

Te,as General l an<l Office 
PO Bo-.. 12 73 
Austin. TX 7 711 -2873 
Attn: Carl Bonn. Energ) Resources 

0"' 111 

ff JtJl/:{)d 

II .. , Ii,, I, I,, ,I,,, ll111 II,, l,ll11l, I 111 ... 1 .. 11 .. 11 .. , 

First-Class Mail 
Postage & Fees Paid 
USPS 
Pemut No. G-10 

·~ \ 



SENDER: COMPLETE THIS SECTION 

• Complete items 1, 2, end 3. Also complete 
ttem 4 If Restricted Deli'1ery Is desired. 

• P. 1 t your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or~ the front If space permits. 

1. Article Add~ to: 

Kerr· Nl Gft O 'l & ~ P 1r-re l 

Po fJ, v. 1 '? 3o 
fi J~ 7)(. ..., 7 7- S-1 

o. 1s dellY9ry ada8SS diffarn from r.arn t? D Yee 
If YES, enter dellllery eddrea below: 0 No 

3. Ses,,ice Type 
!It Certlfled Mail 
O Registered 
O Inst.red Mal 

O ExprNS Mall 
O Return Receipt for Merchandbe 
oc.o.o. 

4. Restricted Delvery? (Extra i:.,1 ,-. •• I 

7007 0710 0000 53BO 1250 
I 

2. Artlde Number 
(rranster from lClvfce label) 

PS Form 3811 , February 2004 



I CJ ····-~-----~--Ul 111.1.,._....,_.....,..,. ... 111111:.ca-.-.., .... llill..,...,...,.,.._.,.,..,...,..,..u 

~ ~:z::::::::::~=::ll!:::l:m:IJ~:::!::E:C:::E:r:!~111 .. CJ 
<0 L-----=----=:...._-=-~=---=----=:......::......::......:::;::.. _ __::;:__...;=:...._==--...J 

IT1 
U'1 • Posll,go 

Cert:!led Fee CJ CJ 
CJ CJ ~ Rnceipl Fee 

(El IOO,wi .... Requlr9d) 

CJ 
..-'l 
~ CJ 

Res::lded Odvety Fee .ioo,-·~ 
Total Po6Uge & "-

~ 0 CJ 

s 

Postman< 
Hate 

s 

CJ ~Api.'Mi:;'-······-· ... ··-···········-···--················-··········· 
~ orPObNo. 

~~-----····--·---··-·····-····--··-······-··-



Certified Mail Provides: 
• A malling recetpl 

• A unique idenUl,er for your ma!!plece 
• A record of delivery kept by the Postal SoMCe for two years 

Important Reminders: 
• Cortif ed Mru1 may ONLY bo combined with First.class Ma I.a Ile. 
• Certified Mall IS not available for any class of International ma 

• NO INSURANCE COVERAGE IS PROVIDED with C rtifiOd Ma ' For 
valuables please consider Insured or Registered Mail 

• For an edditlonal loo a Rotum Receipt ma~~ requested to provide proof of 
delMlry To obtain Return Receipt service ccmpl ta and nnac:tl o Return 
Receipt (PS Form 3811J IO the article and add eppllcable postage to cover the 
fee Endonie mallpiece Return Receipt Reques!ed' To receiYe a fee waiver !of 
a dupllcate ratum receipt. o USPSG, postmark on your Cenihod Mall rece pt IS 
required. 

• For an addruonal lee, delivery may be r 1r1ctoo to the addressee or 
addressee s authonzed agent Advise Iha clerk or mark the ITlllllpiece with Iha 
and0raemen1 'Rcstrietcd1Jellvery". 

• II a postmark on the Certif ed Mall receipt ts das red, ptc:ise present th8 aru­
cte at the post of!tee for postmarking II a postmark on the Cer1Jfled Mall 
receipt IS not needed, detach and afllX label with posiaga and mall. 

IMPORTANT: Save this receipt and present It when malling an Inquiry. 
PS Form 3800. Augusi 2006 {FloYetw) P6N 753()-02.000.Q07 



TE XAS G E I ER .1\l1 Li\ND OlF F ITCE 

November 10, 2011 

VIA RRR #7007 0710 0000 S O 1250 

Frank Davis 
Kerr-McGee Oil & Gas Onshore LP 
PO Box 1330 
llouston, Texas 7725 l 

RE: Termination of, tate Lease MF 104 158; Pxcept for CRA on Private land under MF 1041 58 
Lease: (04-2 16 11 9; API 215-32377 & 04-212919; APJ 2 15-33283) Garza t # 1 & 2 
I Iidalgo County 

Dear Mr. Davis: 

Based on the info rmation reviewed, it appears that the above-referenced lease may have 
terminated April l , 20 11 due to non-production. The lease has not been held by timely paid 
shut-in payments and there is no documentation in this office of any reworking operations. As a 
result, thi s lease may have terminated under the terms and condi lions of the lease and Jaws of the 
state as further defined in Title 31 of the Texas Administrative Code ("TAC"). Pursuant to the 
TAC, a recorded original or certified copy of a Release of the tale Oil and Gas Lease and filing 
fee of $25 must be filed with our office. 

If the wells are plugged, copies of Railroad Commission Form W-3 must be filed with our office. 
Our Audit Division will notify you shortly if delinquent royalties are due. 

In accordance with the provisions of the TAC, if you disagree with this assessment please 
provide evidence to this office at the address shown below withjn 30 days of receipt of this Jetter. 
Fai lure to reply or failure to present sufficient evidence of the continuation of the lease will result 
in the mineral file being endorsed as terminated. You will receive no further communication 
fro m this office prior to endorsement. 

carl.bonn@glo.texas.gov 

incerely, 

OL~r 
Carl F. Bonn, CPL 
Mineral Leasing 
Direct Number (512) 463-5407 
Fax Number (512) 4 75-1543 

Stephen F. Ausnn BwJdin~ • 1700 North Congress Avenue · Ausrin, Texas 78701-1 495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 · 800-998-4GLO 

W \ V\\ .glo.srare. ex.us 



• -.. 

f~~:~:~;15-J' <it) 
""' ,;,:,Y f; _ }fjlr 

erry 'person . . By r.__p-/ ' mm1ss1oner 



art Boo n - T ermination of tate Lea e IFlO-H 

From : 
T o: 
Dal : 

"Baker, Rodney" <Rod ney.Baker a anadarko .com> 
"carl.bonn@lglo.te as.gov" <carl.bonn(@glo. texa .gov> 
12/9/20 I I I I :07 AM 

ubjcct: Terminati on of tate Lease MF I 04 158 
tlachmcnt : G L Letter fo r Termination ofMF 104 158.pdf 

Carl, 

Page I o l' I 

Please accept this email with attached letter as Kerr-McGee's response to your letter dated November 10, 2011. 
In short, we are in agreement w ith the GLO that the lease has expired. 

Thanks, 
Rod Baker 

Rod W. Baker 
Anadarko Petroleum Corporation 
1201 Lake Robbins Drive 
The Woodlands, Texos 77380 
(832} 636-8435 Bus 
(713) 818-2491 Cell 
(832) 636-8037 FAX 
(281)397-0824 Home 
Rodney.Bakor@Anadarko.com 

Anada rko Confidentiality Notice : This electronic transmission and any 
attached documents or other writings are intended only for the person 
or entity to which it is addressed and may contain Information that is 
privileged, confidential or otherwise protected from disclosure. If you 
have received this communication In error, please Immediately notify 
sender by return e- mail and dest roy the communication. Any disclosure, 
copying, distribution or the taking of any act ion concern ing the contents 
of this communica t ion or any attachments by anyone other than the 
named recipient Is strictly prohibited . 

fil e ://C:\Documents and e tLi ngs\CBonn\Loca l ettings\Temp\X Pgrpwise\4 ~EI I: BF200.. . 12/9/20 11 



Fil,No. Mj}:,J'f:J)J' ~ 
ei:n ,j lilr ~ Xcv/-Mr (rt'( 

Date Filed: /?...- f-(/ 
Jerry Patterson c . . 

By Cl;.// , r I fJ ISSIO!ler 



December 9, 2011 

Via Email 

Texas General Land Office 
tephen F. Austin Building 

1700 North Congress A venue 
Au tin, Texas 78701 -1495 
Email: carl.bonn@glo.texas.gov 
Telephone: 512-463-5407 
Ann: Carl F. Bonn, Mineral Lea ing 

1201 LAKE R OBBINS D RIVE • THE W OODL ANDS TEXA:, 77380 

P O Box 1330 • H OU.> .:)N TEIIAS 77251-1330 

K ERR- MCGEE OIL & GAS ONSHORE LP 

Re: GLO Letter dated November I , 2011 concerning 
Tennination of tale Lease MF104158 4-
Excepl for CRA on Private l and under MJ- I OJ158 
Lease: (04-216119; APl 214-32377 & APT 215-33283) 
Garza t # 1 & 2, Hidalgo County, Texas 

Dear Mr. Bonn: 

Please be advised that Kerr-McGee agree that the above lease has expired. We have been contacted by 
the swface owner and trata Operating to allow trata to take over the wells for additional 
rework/recompletion efforts by trata to bring the wells back on production. r expect they will or have 
come to the GLO for the purpo e of acquiring another lease for the mentioned purpo e 

If you have any questions concerning the above, please feel free to contact me at 832-636-8435 or one of 
the other methods of contacting set for below my name. 

incerely, 

~ -u~ 
Roaney W. Baker 
Rodney,baker@anadarko,com 
Telephone - 832-636-8435 
Cell - 713-818-2491 

)(c:. ~ 



File No. M ,-Iv Lf I tf 
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Date Filed: I J.- - J-q 
Jerry Patterson, Cozrssioner 

By ~/ ~VJV\ 
\ 
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I NFO RMATIO N LINK 
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cl,ck on the link:. 
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•-· LE ICK HERE FOR csy Fl 
4 22 1 533 4 8600 



Lf7 
mo No. M tJ O 'f :i-<J 

Plr1t l~d dq + I 

Date Filed: /J., - / J- I/ 
Jerry Patterson, Com · ssioner 

By I J nn 



From: 
To: 
CC : 
Date: 
Subject: 
Attachments: 

Jesse, 

Carl Bonn 
Arellano. Jesse 
Reid, Drew 
12/15/2011 8 04 AM 
MF104158- terminated, Unit 4024 producing Comp Roy Agron Private Land 
20111215074715523_ 1 pdf, Bonn, Carl vcf 

Please be advised that the referenced lease terminated eff 4/1/11 due to non-production, but the Unit 
4024 1s a CRA and 1s still producing 

Should I mark MF104158 terminated? 

Please see attached letter et al from Kerr-McGee 

Thanks. 
Carl 

Carl Bonn, CPL 
Landman 
New = earl bonn@glo texas gov 
Energy Resources 
Texas General Land Office 
PO Box 12873 Austin, TX 78711 
(512) 463-5407 - Office (512) 475-1543 - Fax 
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. . . . . .. . 

ANADARKO PETROLEUM CORPORATION 
PO BOX 1330 
HOUSTON TX n2s1 1330 

I I, I I 11, I I , I , I I 111, I I I I I 11, I I 11, I, I I , , 11 .. 11, , 11, I I 11, I II I 11 , I 
0001, ( I i~· lcO, 0110 AS~<I HHHHHHHHHHHH 01,s10000,~o] r1,~•1 C 
COMMISSOINER OF THE TEXAS GENERAL L 
1700 N CONGRESS AVE 
463600001 
AUSTIN TX 78701 1495 

•: • • • : VENDOR NO 0003229233 

• ClUCUMt.NT # ... ·.~ 10 
VEtlDORlfN#' 

REMARKS 

CKR0020712 
FILIN FEE FOR RELEASE OF STATE Of" TEXAS LEASE M104158 

••••• w . . 
TALS 

•• • . . 
•• 

1tNOICE DATE 

02'07112 

PAGE 1 or 1 

DATE February8 2012 
TRACE NUMBER 0110585f4,t') 7 0 7 2 

4 
C: 

CHECK NUMBER 0110585641 ~ 
AMOUNT PAID $25 00 

ACCOUNTS PAYABLE INQUIRIES (800) 370·9867 

TOTAL 
AMOUt.rT 

S25 00 

PRIORl=MIS 
«. OISCOUtHS 

sooo $2500 

$~5 00 sooo + $2500 

\d'~ 
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ANADARKO PETROL, UM coi PORA Tl ON 

February 14, 2012 

Carl F. Bonn, CPL 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 78701 -1495 

1201 LAKE' ROBB NS DRIVE' • THE' WOODLANDS TEXAS 77380 

PO Box1330 • HOUSTON TEXAS772511300 

Anadarl(p! 
Petroleum Corporation 

RE Full Release of Otl and Gas Lease of Juan Lino Garza and Guadalupe Garza, Jr , as Trustees of 
the Garza Energy Trust of 1994, Hildago County, VIA CRRR #7007 0710 0000 5380 1250 

Dear Mr. Bonn-

In response to your letter dated November 10, 201 1 to Kerr-McGee 011 and Gas Onshore LP, please 
find the recorded original Full Release of Otl and Gas lease for the above mentioned lease along with 
the $25 filing fee. 

stv~ 
Tiffany Vogel, CPL TA 
Anadarko Petroleum Corporation 
Land Adm1n1strat1on- Title Analyst 
Direct Number (832) 636-7927 
Fax Number (832) 636-5581 
tiffany vogel@anadarko com 
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J EllllY PJ\T'fflt'>O'-', Oi\ ll'\111.i'>IONFR 

November I 0, 20 11 

RR R #7007 07 IO 0000 80 12 0 

Frank Davis 
Kerr-Mc ce ii , Gas nshore LP 
PO f3 x 1330 
I Iouscon, Tcxn.s 77251 

Copy 

R ;: Termination or wlc L · c MF1041 58; cept for 'RA on Privale land under MFI04158 
Lease: (04-2 16119; AP 215-32377 & 0 -212919; API 215-33283) Gana t #1 & 2 
l lidnlgo ouncy 

Dear Mr. Davi : 

Ba ed on the inform lion reviewed, it appears th t the above-referenced lea c may hove 
Lcrminotcd pri l I , 20 11 due to non-production. The lease has not been held by timely paid 
shuc-in paymcnls and there is no docurnentolion in this office of any re\' orking operations. a 
resuh, chi le e may have lenninatcd under the tem1s and conditions or the lease and la" s of the 
stale lt.'i further defined in Title 31 of the Texas Administrative Code (''TAC"). Pursuant to the 
TA , a recorded original or ccrtifieu copy of a Release or the tale Oil and Gns Lea e and filing 
fee of 25 must be filed \' ith our office. 

tr the \\Cll are plugged, copies of Railroad ommi ion Form ~ -3 must be filed" ith our office. 
Our udi t Division wil l n tify you shortly i r delinquent royallies arc due. 

In ccordance with the pro isions of' the TAC, 11'you di agree with this as. e. smcnt pleas 
provide evidence to lhis office at the ~ddress shown below wi thin 30 day of receipt of thi lcuer. 
Failure to reply or failure to present sufficient e idence of the continuation ot' the lease will result 
in the mineral tile being endor cd as terminated. You will receive no further communication 
from this office prior to endor ement. 

~~-~ 
Carl F. Oonn, CPL 

ineml I.easing 
Direct umber (5 12) 46 -5407 
Fax Number (512) 475-1543 

Srcphcn r u r111 B 1ildi11~ • 1700 Nurrh CuO!{J'l.~,, V\.'llllt • \ u,11n, TexJ 78701 - 1 ~9, 

!>11'' OllllC Hux 1187, • /\u,1111. !cu\ 787 11 287J 

:, 12 ltd -,001 • 800-998-.iC I O 

\VWW,)(111 ~lJlC. llli.lh 
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RELEA E OF OIL A D GA LEA E 

TAT ~ FT XA 

COUNTY F I IIOA LG 

§ 
§ 
§ 

KN W LL MEN BY TII E E PRE ~NT : That 
O HOR L.P. as successor in interest to MP PET ROLE M, I 

OIL 

e, The Woodland , Texa 77380, does hereby release, relinquish, qu it-claim and urrender to 
LI O RZ O G OL P G RZA, JR., TR T F TH I RZ 

E R Y TR T F J 994, as Lessor. al l righL. Litle and interest. in and to that certain ii and 
Gas Lease entered into with LMP P TROLE M, I ., as Lessee, and listed below: 

LE 
LE 

LE 
f TR M • 

E D 
RD 0 : 

T -000122116 
Juan Lino a,La and uadalup arza Jr., a 
T ru t e of th arza I nergy T ru t of 1994 
LMP P troleum, Inc. 
Oil and a Lea e 

pril J, 2004 
Document o. 1 81542 

This Release of Oi l and Gas Lease is hereby executed this :Z...'8 day of No ember.20 11. 

K RR M -GEE OIL & A O HORE L.P. 

By: Rob G. Reasoner 
Agent and Attorney-In-Fact 

Tl I T T F T ~ XA § 
§ 

N1Y OF MONTGOMERY § 

The fo regoing instrument was acknov !edged before me this z;r'-day of o ember. 20 11 by 
Rob G. Reasoner as Agent and Attorney-in-Fact of KERR M - OIL & 0 II R 
L.P., on behalf of said li mi ted partnership. 

, ,, ... u, 
~~w~~;~,,, JEANETTE MCKINZIE f•/~ ,;;-t\ Notary Public. State of Texas 
v ·· .. ~ -:~i My Commission Expires 
t~at\~~··' July 07, 2013 

Notary Public i 
The Late of TEX 
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Harriet Dunne - Re: Cantera Set up for GLO 01 & 02 

From : Susan Wauer 

To: Sharon Norris 

Date: 1/ 31/ 2014 3:09 PM 

Subject: Re: Cantera Set up for GLO 01 & 02 

CC: Harriet Dunne; Mike May 

Sharon, 

fVFf I ol/-,1 S' g / 
[/J / :J- / 1 

Page I of 2 

I just got through speaking with Harriet about the leases in pending status you had added to your Reporting Control 
records under MF104158. This lease has expired and I have rejected the Pending Adds. I also need you to delete the 
GLOl and GL02 Reporting Controls for MF104158/4024/ 04-223276 as these are no longer valid. 

Please add a new Reporting Control for MF091211 / 04-255688 and start reporting on this lease back to 201311. This 
one well in lease MF091211 will have a Royalty Decimal of .11421875. ONLYthis well in the lease will have this Royalty 
Decimal. All other wells still have the .110000 Royalty Decimal. 

Please let me know if you have any questions. 

Susan 

Susan Wauer 
Texas General Land Office 
512-463-3889 
susan.wauer@glo.texas.gov 

> > > Susan Wauer 1/ 6/ 2014 3:18 PM >>> 
Hi Sharon, 
I've approved most of the setups. MF102134 and MF100815 are having issues that my Energy Department and your 
land department are working on. I can't approve these until the issues have been resolved. 
I've sent MF102536 / Unit 3312 to be added to our well inventory. I'll let you know when I approve it. 

Susan 

Susan Wauer 
Texas General Land Office 
512-463-3889 
susan.wauer@glo.texas.gov 

> > > Sharon Norris <snorris@opportune.com> 1/ 6/ 2014 1:44 PM > > > 
Hi Susa n, 

I have completed setting up the Reporting Controls for the GLO=Ol Oil side. 

Sharon Norris 
Regulatory Accountant 
Opportune LP 
Outsourcing 
8323 Southwest Freeway 9th floor 
Houston, TX 77074 
Office: (713) 772-0664 EXT 168 
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Fax: (713) 772-0752 

snorris@Opportu ne. com 

Page 2 of 2 

The information in this email may be confidential and/or pnv1leged This email 1s intended lo be reviewed by only the 111div1dual or orga111zat1on named 
above If you are not the intended recipient. you are hereby notified that any review dissemination or copymg of this email and its attachments, if any, 
or the mforma/lon conlamed herem 1s prohibited. If you have received this email in error. please immediately notify the sender by return email and 
delete this email from your system 

From: Sharon Norris 
Sent: Friday, January 03, 2014 5:02 PM 
To: 'susan.wauer@glo.texas.gov' 
Subject: GL0-01 Question Help Cantera 
Importance: High 

Hi Susan, 

I am trying to set up GL0-01 Oi l Report ing Cont rols for Cantera. My problem is all of Cantera 's well leases are Gas. 
only have Texas RRC gas numbers. Can you please tel l me what I need to do. To get these set up for Cantera's Oil 
reporting. 

Sharon Norris 
Regulatory Accountant 
Opportune LP 
Outsourcing 
8323 Southwest Freeway 9th floor 
Houston, TX 77074 
Office: (713) 772-0664 EXT 168 
Fax: (713) 772-0752 

snorris@Opportune.com 

The information in this email may be confidential and/or pnvileged. This email is intended to be reviewed by only the individual or organization named 
above. If you are not the intended recipient, you are hereby notified that any review, dissemination or copying o f this email and its attachments, if any, 
or the information contained herein is prohibited. If you have received this email in error, please immediately notify the sender by return email and 
delete this email from your system. 
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