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State Lease Number 

For GLO Use Only 

July 19, 2005 

MINERAL LEASE BID APPLICATION 

I agree, if awarded a lease on the referenced tract, to comply with all terms 
and cond itions of said lease and with all applicable laws that so govern said 
lease, and as those laws may be amended. 

Name : Patterson Petroleum LP, Limited Partnersh ip 

Address: P.O. Box 1416 

City: Snyder State: Texas Zip : 79550-1416 
(Include +4 Code) 

Telephone: (512)328-8085 (Land Department - Austin office) 

County(ies): Grimes Survey/Area: J. R. Gaines 
(If Applicable) 

Block[Tsp.: Section/Tract: Acres: 72.30 
(If Applicable) 

(A) Bonus Amount ($)10,845.00 

Ten Thousand Eight Hundred Fortv-Five and No/ 100 Dollars 
(type/print above) 

(B) Sales Fee Amount ($)162.68 

One Hundred Sixty-Two and 68/100 Dollars 
(type/print above) 

This Sa les Fee is 11/2% of the cash bonus as provided in Section 32. 110 of the 
Natural Resources Code as amended. 0. 

------ - ---- - ----- - ------ --- - -- - --- - - --- -- - -- -- -- ------- -- - -- ------- - --~ 
MGL. NO. APPLICANT NAME BONUS AMOUNT ONLY (Afc)) 

8 

STATE OF TEXAS 
TAX I.D. # 

SIGNATURE OF 
AGENT 

Patterson Petroleum LP, Limited Partnership 
(same as above) 

number) 

~JQ_ --
Ralph W. Owens 
(type/print name) 

(Do Not include sales fee) ~ 

0 
($) 10,845.00 



PATTERSON PETROLEUM LP 
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3251574-6300 

Vendor Name 

TEXAS GENERAL LAND OFFICE 

VOUCHER VENDOR INV # 

07-AP-468 07/12/2005 
TOTAL INVOICES PAID 
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INV DATE 

07/12/05 

II 
II 

Vendor No 

20581 

TOTAL 
AMOUNT 

162.68 

II 
II 

Dale II Check Nurmer 

Jul -13-2005 II 

PRIOR PMTS 
& DISCOUNTS 

0.00 

052974 

Page 1 of 1 

II Check T o1a1 I 
II 

NET 
AMOUNT 

162.68 
162 . 68 

$162.68 1 
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PATTERSON PETROLEUM LP 

a hmtted partnershtp 
' P 0 BOX 1416 

SNYDER. TEXAS 79550 
325/574-6300 

Vendor Name 

TEXAS GENERAL LAND OFFICE 

VOUCHER VENDOR INV # 

07-AP-466 071205 
TOTAL INVOICES PAID 

INV DATE 

07/12/05 

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

Vendor No 

20581 

TOTAL 
AMOUNT 

10,845.00 

•• ••w • 
• • • 

• • .. • . • • • • • •• • •• • . 

Page 1 of 1 

Date CheckNurmer Check Total 

Jul-13-2005 

PRIOR PMTS 
& DISCOUNTS 

0 . 00 

052975 $10,845.00 

NET 
AMOUNT 

10,845 . 00 
10,845.00 
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Lease Form 
Rt\'lnd I 0/99 
Sun·eyed School Land 

%Justin, W:exas 

OIL A D GAS LEA E 
NO. M-105301 

WHEREAS, pursU3nt to the Texas Natunl ResoW'Ces Code Clupters 32, 33, S I, and Clupter 52, Sub<:lupters A·D and H, (said Code being hereuufter referred to as N R.C), and subject to all 
rules and regulations promulgated by lhe Commissioner of lhe General Land Office and/or the School Land Board pW'SU3nt !hereto, and all olher applicable stltutes and amendments to said 
N.R.C., the following area, to-wit: 

J . R. CA l ES S RVEY, CRIMES COUNTY, TEXAS, CONTA I I C APPROXIMATELY 72.3 ACRES, AS SHOWN ON THE OFFICIAL lAP OF GRIM ES COUNTY, 
TEXAS 'OW 0 FILE I T HE TEXAS GENERAL LAND OFFICE, A STI , TEXAS, 

was, after being duly advertised, offered for lease on lhe 19'" day of July, 2005, at 10:00 o'clock a.m , by lhe Commissioner of the General Land Office oflhe Stlte ofTexas and the School Land 
Board of lhe Smte of Texas, for the sole and only purpose of prospecting and dnlling for, and producing oaf and/or gas !hat may be foWld and produced from lhe above descn'bed area; and 

WHEllEAS, after all bids and remitmnces which were received up to said time have been duly considered by lhe Commissioner of lhe General Land Office and lhe School Land Board at a 
regular meeting thereof in lhe General Land Office, on the 19'" day of July, 2005, hereinafter the "effective date" and it was fowad and detemtined !hat PATTERSON PETllOLEUM LP, 
LIMITED PAllTNERSHIP whose address is P.O. BOX 141 6, SNYDER, TEXAS 79550-1416 lud offered lhe highest and bes t bid for a lease of the area above descn'bed and is, lherefore, 
entitled to receive a lease !hereon: 

NOW, T HEllEFORE, I, Jerry E. Patterson, Commissioner of tlae General Land Office oflhe Stlte of Texas, hereinafter sometimes referred to as "Lessor," whose address is Austin, Texas, by 
vinue of the authority vested in me and in consideration of tlae payment by lhe hereinafter designated Lessee, lhe sum of Ten Thousa nd Eight Hundred Forry-Five And 00/100 DollarJ 
($10,845.00), receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by ~ssee. do 
hereby denrise, gmn~ lease and let unto lhe above mentioned bidder lhe exclusave right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following tenns and 
conditions, to-wit: 

I. ll ESERVATION: There is hereby excepted and reserved to Lessor the full use oflhe propeny co,·ered hereby and all rights wilh respect to the surface and subsurface thereof for any and 
all purposes except those gmnted and to the extent be rein gmnted to ~ee, togelher v.ilh lhe rights of ingress and egress and use of said bnds by Lessor and ats mineral lessees, for purposes of 
exploring for and producing the rninemls which are not covered, or which may not be co,ered 10 lhe futW'C, under the tenns of !his lease, but v.luch may be located walh10 lhe surface boundaries 
of the leased area. All of the rights in and to lhe leased premises remined by Lessor and all oflhe rights an and to lhe leased premises granted to Lessee herein shall be exercised in such a manner 
!hat neither slull unduly interfere wilh lhe operations oflhe olher. 

2. T ERl\1: Subject to lhe other provisions hereof, !his lease slull be for a term of lh·e (S) ) eors from the effecD\'e date hereof (berein called "primary term") and as long thereafter as oil or 
gas is produced in paying qU3ntities from said area. 

3. DELAY RENTALS: If no well is commenced on lhe land hereby leased on or before the anniversary date oflhis lease, lhis lease shall temrinate as to both parties unless the ~ssee on or 
before said date shall pay or tender to lhe Commissioner of lhe General Land Office of the Stlte ofTeus at Austin. Texas, lhe aJOOunl specified in the following schedule multiplied by the 
nwnber of acres in lhe premises, which shall opemte as a rental and co,·er the privilege of deferring the commencement of a well for meh·t (12) months from said date. In like manner and upon 
payments or tenders of amounts set out in lhe follo,ving schedule, the commencement of a well may be funher deferred for a like period of lhe sanlt nwnber of monlhs. 

Annjyersarv Date Delav Rental ncr Acre 
First S 5.00 
Second S 5.00 
Third $25.00 
Fourth $25.00 

4. PRODUCTION ROYAL TI ES: Subject to the provisions for royalty reductions set out 10 subparagmph (E) of !his pamgraph 4, upon production of otl and/or gas, lhe Lessee agrees to pay 
or cause to be paid to the CollVlrissioner oflhe General Land Office in Austin. Texas. for the use and benefit of the Smte of Texas, dwing lhe term hereof: 

(A) OIL: As a royalty on oil, which is defaned as including all hydrocarbons produced in a liquid form at the mouth of lhe well and also all condensate, distillate, and olher liquid 
hydrocarbons recovered from oil or gas run lhrough a separator or other equipmen~ as hereinafter provided, l/4 pan of lhe gross production or the market value thereof, at lhe option of the 
Lessor. such value to be detemrined by I} the highest posted price, plus premiwn. if any. offered or paid for oaf, condensate, distillate, or other liquid hydroc:ubons, respectively, of a like type and 
gmvity in the general area \\here produced and when run, or 2) the highest market price !hereof offered or paid in the general area where produced and v.hen run. or 3) the gross proceeds of the 
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor lhrough an 
adeqU3te oil and gas sepamtor of conventional type or other equipment at least as efficient to lhe end !hat all liquid hydrocarbons recoverable from lhe gas by such means will be recovered. Upon 
written consent of ~ssor, lhe requirement !hat such gas be run lhrough such a separator or olher equipment may be waived upon such temlS and conditions as prescn'bed by ~or. 

(D) ON-PROCESSED GAS: As a royalry on any gas (including Oared gas), which is defaned as all hydrocarbons and gaseous substances not defaned as oil in subparagraph (A) above, 
produced from any well on said land (except as provided herein wilh respect to gas processed in a plant for lhe extraction of gasoline, liquid hydrocarbons or olher products) 1/4 pan of the gross 
production or lhe market value !hereof, at the option of the Lessor, such value to be based on lhe highest market price paid or offered for gas of comparable quality in the geneml area where 
produced and when run, or lhe gross price paid or offered to the producer. whichever is greater provided !hat the maximum pressure base in measuring the gas under !his lease contract shall not at 
any time exceed 14.65 pounds per square inch absolute, and lhe smndard base tempemture slull be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, 
and for specific gravity according to test made by the Balance Melhod or by the most approved melhod of testing being used by lhe indusuy at the time of testing. 



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, ll~ pan of the residue gas and the 
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (I 00%) of the total plant production of residue 
gas atmbutable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons, 
attnbutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an 
interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (500/o) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at anns'length (or if there is no such third pany, 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 detennined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no 
e'·ent, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead." "dry" or any other gas, by fractionating, burning or any other processing, 1M part of gross production of such products, or the market value t11ereof, at t11e option of Lessor, such 
market value to be detennined as follows: 

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

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the tenns of 
this lease and such production is brought on line and sales thereof are conunenced within eighteen (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to 
20%, and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such eighteen (18) month tenn during which Lessee may earn a 
reduced royalty rate of20% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by tl1is lease, Lessee may receive a three (3) month 
extension of the tenn in which to earn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, conunencing drilling operations on an additional well prior to the 
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established 
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to the tenns of this lease and such production is brought on line and sales thereof are commenced afier the expiration 
of eighteen (18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to 
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) month tem1 during which Lessee may earn a reduced 
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3} month 
extension of the tenn in which to earn a reduced royalty rate by giving notice to the Conunissioner of t11e Generul Land Office, commencing drilling operations on an additional well prior to the 
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so tl13t production in paying quantities is established 
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period. 

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and otherwise making the oil, 
gas and ot11er products produced hereunder ready for sale or use. 

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

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

(I) l\IINii\I UM ROYAL TV: Duriog any year afierthe expiration of the primary tenn of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall be 
less than an amount equal to $5.00 per acre; otherwise, tl1ere shall be due and payable on or before tl1e last day of the nX>nth succeeding t11e am1iversary date oftllis lease a sun1 equal to $5.00 per 
acre less the amount of royalties paid during the preceding year. 

(J) MARGI AL PRODUCTIO ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must 
confom1 to ihe requirements of any School Land Board administrative rules on litis subject Royalty may not be reduced below the applicable statutory minimum. 

S. ROYALTY PA ~l ENTS AND REPORTS: All royalties not taken in kind shall be paid to the Conunissioner of the General Land Office at Austin, Texas, in the following manner: 
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the 

General Land Office on or before the 5th day of the second nX>nlh succeeding the month of production, and royalty on ga.s is due and must be received in t11e General Land Office on or before the 
15th day of the second month succeeding the nX>nth of production, accoll1'anied by the affidavit oftl1e owner, manager or otl1er authorized agen~ completed in t11e fonn and manner prescribed by 
the General Land Office and sho,ving the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all docuntents, records or reports 
confinning the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into 
pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market value. In 
all cases the authority of a manager or agent to act for the Lessee herein must be flied in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease nun1ber the anX>unt of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of I 00/o 
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on t11e 
date when tl1e affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescnbed by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate to prolubit the State's right of forfeirure as provided by law nor act to postpone the date on which royalties were originally due. The 
a.bove penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

6. {A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Conunissioner of the General Land Office will• its best possible estimate of oil and gas 
reserves underlying this lease or allocable to this lease and sl1311 furnish said Conunissioner with copies of all contracts under which gas is sold or processed and all subsequent agree1nents and 
ameodments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and 
marketing of t11e oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to 
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) DRILL I G RECORDS: Wrinen notice of all operations on th.is lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before spud 
date, workover, re-entry, temporary abandonntent or plug and abandonment of any well or wells. Such written notice to t11e General Land Office shall include copies of Railroad Conunission 
fonns for application to dri.ll. Copies of well tests, completion reports and plugging reports shall be supplied to t11e General Land Office at tl1e time they are filed wi th the Texas Railroad 
Conunission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other infonnation relative to the operation of the above·described 
premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee sbaU have an electrical and/or radioactivity survey made on the bore· hole 
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above descnbed premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen ( I 5) days afier the making of said survey. 
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(C) PENAL T IES: Lessee shall incur a penal!)' whenever reportS, documen!S or other materials arc not filed in the General Land Office when due. The penalty for late filing shall be set by 
the General umd Office administrative rule which is effective on the date when the materials were due in the General Land Office. 

7. RETAJ EO ACREAGE: Notwithscnding any pro,'ision of this lease to the contr.lry, after a well producing or capable of producing oil or gas Ius been corq~leted on the leased premises, 
Lessee shall exercise the diligence of a reasombly prudent operator m dnlling such addatioml well or wells as may be reasonably necessary for the proper de' elopment of the leased premises and 
in marketing the production thereon. 

(A) VERTICA L: In the event this lease is in force and effect two (2) years after the expiration date oftlae primary or extended term it shall then tcmtinate as to all of tlae leased premises, 
EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in 
oil or gas well as provided in Paragraph II hereof), or a well upon which Lessee is then engaged in contmuous dnlhng or reworkmg operations, or (2) the nunlbcr of acres included m a producing 
pooled wtit pursuant to Natural Resources Code Sections 52. 15 t-52.1 53, or (3) such greater or lesser number of acres as may then be allocated for producuon purposes to a prorauon unat for each 
such producing well wtder the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other govemmencl authority ha,mg Jw'isdicnon. With an 90 days of a 
partial termination oftlais lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the panialtermimtion, 
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated ponion of the leased premises as may be reasombly necessary for the conunued operation of 
the ponions of tlae lease remaining in force and efTecL If Lessee fails to apply for a surface lease within the 90 day period specified abo\e, Lessee may apply for a surface lease from the Land 
Office. but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease. 

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or e\tended term it shall funher tennimae as to all depths below 100 
feet below the tocl depth dnlled (herein:after "deeper depths") in each well located on acreage recined in Paragraph 7 {A) abo\e, unless on or before 1\\'0 (2) }cars after the primary or extended 
temt Lessee pays an amount equal to one-lulf{ln) of the bonus ongmally paid as consideration for this lease (as spccafied on page I hereof). If such amount is paid. this lease shall be in force 
and effect as to such deeper depths, and said termination shall be delayed for an addauonal penod of two (2) years and so long thereafter as otl or gas is produced in payang quanuties from such 
deeper deptlas covered by tltis lease. 

(C) ID ENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located m the center 
thereof, or such other shape as may be approved by the School Land Board. Wathm thiny (30) days after panialtermination of this lease as provided herem, Lessee shall execute and record a 
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed m the Genenl 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee faals or refuses to execute and record such release or 
releases within ninety (90) days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may desi8113te by written instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located and m the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the panialtennimtion provisions hereof, the applicable field rules are changed or the well or 
wells located thereon arc reclassified so tlaat less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon temtinate as to all acreage not thereafter 
allocated to said well or wells for production purposes. 

8. OFFSET WELLS: If oil and/or gas should be produced in conunercial quantities from a well located on land p0''3tely ow11ed or on Scte 13nd leased at a lesser royal!)', which well is withm 
one thousand ( 1,000) feet of the area included herein, or which well is draining the area CO\'ercd by this lease, the Lessee shall, with an sixty (60) days after such mitial production from the drainmg 
well or the well located within one thousand {I ,000) feet from the area covered by this lease begin in good faith and prosecute dahgently the dnlling of an offset well on the area CO\'ercd by this 
lease, and such offset well shall be drilled to such depth as may be necessary to prevent Ute undue drainage of the area covered by this lease, and the Lessee, manager or dnller shall use all means 
necessary in a good faith elTon to make such offset well produce oil and/or gas in commercial quantities. Only upon the dctemtination of the Commissioner and with his written approval, may the 
payment of a con..,ensatory royalty satisfy the obligation to drill an offset well or wells required under this Paragraph. 

9. DRY HOLEICESSA TION OF PRODUCTION 0 RJNG PRII\IARY TERI\1: If, during the pnmary term hereof and prior to discovery and production of oil or gas on saad land. Lessee 
should drill a dry hole or holes uaereon, or if during the primary temt hereof and after the disco\'ery and actual production of oil or gas from the leased premises such production thereof should 
cease from any cause, this lease shall not temtimte if on or before the expiration of si.,ty (60) days from date of corq~letion of said dry hole or cessauon of production Lessee commences 
additional dnlling or reworking operations thereon, or pays or tenders the next annual delay rene! in the same manner as provided in this lease. If, durmg the last year of the pnmary term or 
within Slltty (60) days prior thereto, a dry hole be completed and abandoned. or the production of oil or gas should cease for any cause, Lessee's righ!S shall remam in full force and effect Without 
further operations until the expiration of the primary temt; and if Lessee has not resunted production in paying quantiaies a a the expiraaion of ahe primary temt, Lessee may maintain this lease by 
conducting additional dri lling or reworking operations pursuant to Paragraph 10, using the expiration of uae primary term as the date of cessation of production under Paragraph 10. Should the 
farst well or any subsequent well dnlled on the abo,•e descn'bed land be completed as a shut-in oil or gas well within the primary tenn hereof, Lessee may resume payment of the annual rental in 
the same manner as provided herein on or before the rene! paying date following the expiration of sixty (60) days from the date of corq~letion of such shut-In oil or gas well and upon the failure to 
make such paymen~ this lease shall ipso facto tennimte. If at the expiration of the primary term or any ume thereafter a shut-in oil or gas well is located on the leased premses payments may be 
made in accordance \vith the shut-in pro,•isions hereof. 

tO. C ESSATION, ORJLLING, AND REWORK! G: If, after the expiration oftlte primary term, production of oil or gas from the leased premises, after once obtained. should cease from 
any cause, this lease shall not tenninate if Lessee comntences additional dnlling or reworking operations within sixty (60) days after such cessation, and this lease shall remain m full force and 
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than six!)' (60) days. If such dnlhng or reworking opera nons result in 
the production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quanuues or payment of shut-in oil or gas well 
royalties or payment of corq>ensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the corq~lerion of a well as a dry hole, the lease 
will not terminate if the Lessee commences additional dnlling or reworking operations within sixty (60) days after the corq~letion of the well as a dry hole, and this lease shall remain in effect so 
long as Lessee continues dnlling or reworking operations in good faath and in a workmanlike manner wathout anterrupuoos toclmg more than sixty (60) days Lessee shall give wntten notice to 
the General Land Office within thiny (30) days of any cessation of production. 

I I. SHUT-IN ROYAL Tl ES: For purposes of tlais paragraph, "well" means any well that has been assigned a well number by tlte state agency having jurisdiction over the production of oil 
and gas. If at any time after the expiration of the prilll3ry tenn of a lease that, until being shut in, was being maintained in force and effec~ a well capable of producing oil or gas in paying 
quantities is located on the leased premises, but oil or gas is not being produced for lack of swtable production facalities or 13ck of a suitable marke~ then Lessee may pay as a sbut-m oil or gas 
royal!)' an amount equal to S I 0.00 per acre, but not less than S 1,200 a year for each "'ell capable of producing oil or gas in paying quantities. To be effecti\e, each initial shut-in oil or gas royalty 
must be paid on or before: (I) the expiration of the primary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee corq~letes a dnlling 
or reworking operation in accordance with the lease provisions; whichever date is 13tesL If the shut-in oil or gas royal!)' is paid, the lease shall be considered to be a producing lease and the 
payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which production ceased, and, after 
tha~ if no suitable production facilities or suitable market for the oil or gas e,\ists, Lessee may extend the lease for four more succcssave periods of one {I) year by paying the same amount each 
year on or before uae expiration of each shut-in year. 

12. COI\IPENSATORY ROYAL TI ES: If, during the period the lease is kept in effect by paymeot of the shut-in oil or gas royalty, oil or gas is sold and deli,·ered in paying quantities from a 
well located wiwn one thousand ( 1,000) feet of the leased premises and corq~leted in the same producing reservoir, or in any case an "'hich draanage is occurring, the right to conum.e to maintain 
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effecu•e for the remainder of the year for whach the ro)'3ll)' has been paid. The Lessee may maincin the 
lease for four more successive years by Lessee paying con..,ensatory royalty at the royal!)' rate provided in the lease of the market value of production from the well causmg the drainage or which 
is completed in the same producing reservoir and witla in one thousand (1,000) feet of the leased premises. The con..,ensatory royal!)' is to be paid monthly to the Commissioner beginning on or 
before the last day of the montla following the month in which alae oil or gas is produced from Ule well causing the drainage or that is completed in the same producing reservoir and located within 
one thousand {1,000) feet of the leased premises; if the corq>Cnsatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royal!)', Lessee shaU pay an 
amount equal to the difference within thiny (30) days from the end of the 12-month period, and none of these provisions will relieve Lessee of the obligation of rcasomble development nor the 
obligation to dnll offset wells as provided in N.R.C. Section 52.034; however, at the detemtination of the Commissioner, and with the Commissionea's wriuen approval, the payment of 
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royal!)' paymen!S which arc not timely paid Will accrue penally and interest in accordance with Paragraph 5 
of this lease. 
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13. EXTENSIONS: If, at the expiration of the primary tenn of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted 
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary tenn, file in the General Land Office written application to the Commissioner 
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred fony (640) acres or less 
and Six Thousand Dollars (S6,000.00) if this lease covers more than six hundred fony (640) acres and the Conunissioner shall, in writing, extend this lease for a thiny {30) day period from and 
after the exptration of the prim:~ry tenn and so long thereafter as oil or gas is produced in paying quantities; provided funber, that Lessee m:~y, so long as such drilling operations are being 
conducted m:~ke lil:e application and payment during any thiny (30) day extended period for an additional extension of thiny (30) days and, upon receipt of such application and paymen~ the 
Commissioner shall, in wnting, again extend this lease so that same shall remain in force for such additional thiny (30) day period and so long thereafter as oil or gas is produced in paying 
quantities; pro,~ded, however, that this lease shall not be extended for more than a total of three hundred rtinety (390) days from and after the expiration of the primary tenn wtless production in 
paying quantities has been obtained. 

14. USE OF WATER; SURFACE: Lessee shall ha\·e the right 10 use water produced on said land necessary for operations hereunder and solely upon the leased prerrtises; provided, however, 
Lessee shall not use potable water or water suitable for livestock or irrigation pwposes for water Oood operations -vithout the prior written consent of Lessor. Subject to its obligation to pay 
surface dam:~ges, Lessee shall have the right to use so much of the surface of the land that m:~y be reasonably necessary for drilling and operating wells and transponing and marketing the 
production therefrom, such usc to be conducted under conditions of least injUI)' to the surface of the land. Lessee shall pay surface damages in an a mown set by the General Land Office fee 
schedule which is effective on the date when the activity requiring the payment of surface dam:~ges occurs. 

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

(A) UPLA OS: Lessee shall build and m:~intain fences around its slush, s~. and drainage pits and tank batteries so as 10 protect livestock against loss, dam:~ge or injury; and upon 
COJ11lletion or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish tltcrcon. 

(B) B;\IERGEO LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or suppon vessels, production platform, crew or supply boa~ 
barge, jack·up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited 10 containers, cquipmen~ rubbish, plastic, glass, and any other man-llllde non­
biodegradable items. A sign must be displayed in a high traffic area on all vessels and m:1nned platforms stating, "Discharge of any solid waste or garbage intO State Waters from vessels or 
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture." Such statement shall be in lettering of at least 1" in size. 

(q RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections (a) and (b) of this paragraph shall also apply 10 rivers and riverbeds. 

(D) PE ALTV: Failure 10 COJ11lly 'vith the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease. Lessee shall be liable for the 
dam:~ges caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste. 

16. IDENTIFICATION MARKERS: Lessee shall erec~ at a dist1nce not 10 exceed twenty·five (25) feet from each well on the premises covered by this lease, a legible sign on which shall 
be sCI ted the name of the operatOr, the lease designation and the well number. Wllere two or more "eUs on the same lease or where wells on two or more leases are connected to the same tank 
battery, whether by individual now line connections direct to the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly identified 
at all times, either by a finnly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags, 
plates or other identification markers shall be m:~intained in a legible condition throughout the tenn of this lease. 

11. ASSIG !\lENTS: The lease may be transferred at any time: provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly 
plugging abandoned wells, removing platforms or pipelines, or remediation of contarrtination at drill sites shall pass to the transferee upon the prior wri tten consem of the Conmlissioner of the 
General Land Office. The Conunissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the 
file number and must be recorded in the cowtty where the area is located, and the recorded transfer or a copy certified 10 by the Cowtty Clerk of the county where the transfer is recorded must be 
filed in the General Land Office "~thin rtinety (90) days of the execution date, as provided by N.R.C. Section 52.026, aCCOJ11lanied by the filing fee prescn'bed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or ccnificd copy thereof. Every transferee shall succeed to all rights and be subject 10 all obligations, liabilities, and 
penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilities 10 the state for wtpaid royalties. 

18. RELEASES: Lessee m:~y relinquish the rights granted hereunder 10 the State at any time by recording the relinquishment in the county where this area is sitwted and filing the recorded 
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accoJ11lanied by the filing fee prescn'bed by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment -viii not have the effect of releasing Lessee from any liability theretOfore 
accrued in favor of the State. 

19. LIEN: In accordance \vith N.R.C. Section 52.136, the State shall ha\-c: a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty 
and other sums of money that m:~y become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other 
applicable statutory lien, an express contractual lien on and security interest in all leased rrtinerals in and extracted from the leased prenlises, all proceeds which m:~y accrue to Lessee from the sale 
of such leased rrtinerals, whether such proceeds are held by Lessee or by a third pany, and all fiXtures on and improvements 10 the leased premises used in connection with tlte production or 
processing of such leased rrtinerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any dam:~ges or loss that Lessor 
m:~y suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or iJ11llied. This lien and security interest m:~y be foreclosed with or -vithout coun proceedings 
in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner m:1y require Lessee to execute and record such instruments as 
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents tltat there are no prior or superior liens arising from and relating to Lessee's activities upon the 
above-described propcny or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this 
lease forfeited as pro~ded herein. 

20. FORFEITURE: If Lessee shall fail or refuse 10 make the payment of any sum -viUtin thiny (30) days after it becomes due, or if Lessee or an authorized agent should kno,vingly m:~ke any 
false retunt or false repon concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and tltc rules and regulations adopted by 
the Commissioner of the General Land Offi ce, or if Lessee should fail tO file repons in the manner required by law or fail to comply with rules and regulations promulgated by the General Land 
Office, the School Land Board, or the Rllilroad Commission, or refuse the proper authority access to the records penaining to operations, or if lessee or an autltorized agent should knomngly fai l 
or refuse 10 give corTCCt infonn:uion to the proper authority, or knowingly fail or refuse 10 furnish the General Land Office a conectlog of any well, or if Lessee shall knowingly violate any of the 
m:~terial provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under 

this lease shall be subject to forfeiture by the Conunissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again 
be subject 10 lease 10 the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the autom:~tic termination of this 
lease by operation of law or by reason of any special limitation wing hereunder. Forfeitures lll3Y be set aside and this lease and all rights thereunder reinstated before the rights of another 
intervene upon ntis factOry evidence to the Commissioner of the General Land Office of future COfl1lliancc -vith the provisions of the Jaw and of this lease and the rules and regulations that m:1y be 
adopted relative heretO. 

21. RIVERBED TRACTS: In the event this lease co,·crs a ri•-c:rbed, Lessee is hereby specifically granted the right oferrtinent domain and condemnation as provided for in N.R.C. Sections 
52.092-52.093, as a pan of the consideration moving 10 Lessor for the co,·enants herein m:~de by Lessee. 

22. APPLICA BLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments theretO, promulgated by tlte Commissioner of the 
General Land Office governing drilling and producing operations on Pcrm:~nent Free School Land (specifically including any rules promulgated that relate 10 plans of operations), payment of 
royalties, and auditing procedures, and shaH be subject 10 aU other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without 
lirrtiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutOry and regulatOry provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions are cunently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135 
and 52.13 7 through 52. 140. Itt the event this lease covers land franchised or leased or otherwise used by a navigation district or by the Unilcd States for the pwposc of navigation or other pwpose 
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incident to the operotion of a pon, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but Lessee shall 
be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location !ll3Y be nearer than 660 feet and special pemtission from the 
Commissioner of the Generol Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged 
bottom edge of any chatmel, slip, or tuming basin which has been authorized by the United States as a federal project for future construction, whichever is nearer. 

23. llEI\IOVAL Of' EQUIPME IT: Upon the temlination of this lease for any cause, Lessee shall not, in any e\'ent, be pemlined to remove the casing or any pan of the equipment from any 
producing, dry, or abandoned well or wells without the written consem of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written 
consent of said Commissioner or his authorized representative remove from the leased premises ~te casing or any other equipmem, material, !ll3chinery, appliances or propeny owned by Lessee 
and used by Lessee in the development and production of oil or gas therefrom wttil all dry or abandoned wells have been plugged and wttil all slush or refuse pits have been properly filled and all 
broken or discarded lumber, nt:lchinery, or debris shall have been removed from the prenlises to the satisfaction of the said Commissioner or his authorized representath·e. 

24. f'O llCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil 
and/or gas ~terefrom, aner effon made in good fa ith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of govemmemal au~tority, then while so prevented, 
Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to ~te Comnlissioner of the General Land Office in suppon of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply therewith {except in the event of lease operations suspended as provided in the rules and regulations adopted by the 
School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the leased 
premises; provided, however, thnt nothing herein shall be construed to suspend the payment of rentals during the primary or extended tern\ nor to abridge Lessee's right to a suspension under any 
applicable statute of this State. 

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent then of oil, gas, and other hydrocarbons produced from 
said lease. This includes, but is not linlited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease's production, 
gathering and storage systems where then of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from then and shall pay the State ofTexas royalties thereon 
as provided herein on all oil, gas or 0~1cr hydrocarbons lost by reason of ~ten. 

26. REDUCTION OF PA ~lENTS: If, during the prin~:~.ry term, a portion of the 13nd co,·ered by this lease is included within the bowtdaries of a pooled wtit that has been approved by the 
School Land Board in accordance with Natural Resources Code Sections 52. 151-52.153, or if, at any time aner the expiration of the pri!ll3ry tenn or the extended term, this lease covers a lesser 
nuntber of acres than the total amowlt descn'bed herein, payments that are !ll3de on a per acre basis hereunder shall be reduced according to the number of acres pooled. released, surrendered, or 
o~terwise severed, so ~tat payments detemlined on a per acre basis wtder ~1e tenns of this lease during the pri!ll3ry tenn shall be calculated based upon the number of acres outside the boundaries 
of a pooled wtit, or, if aner the expi.ration of the primary tenn, the nwtlber of acres actually retained and covered by this lease. 

27. SUCCESSORS AND ASSIG S: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, adnlinistr:uors, successors or 
assigns of Lessee herein. 

28. ANTIQUITI ES CODE: In the event that any feature of archeological or historical interest on Penll3ncnt School Fwtd Land is encowuered during the activities authorized by this lease, 
Lessee will immediately cease activities and will immediately notify the General Land Office {ATTN. Arehaeologis~ Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701) 
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be wtdenaken to protect or recover such discoveries or findings, as appropriate. Lessee 
is expressly placed on notice of~1e National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. NaL Code 
Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to ~te Pemt:~nent School Fwtd, lessee shall notify the Texas Historical Commission before breaking growtd at a project 
location. An archaeological survey might be required by the commission before construction of the project can commence. Funher, in the event that any site, object, location, artifact or o~1er 
feature of archaeological, scientific, educational, cultural or historic interest is encountered during the activities authorize by this lease, lessee will immediately notify lessor and the Texas 
Historical Commission so that adequate measures may be wtdenaken to protect or recover such discoveries or findings, as appropriate. 

29. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied, regarding 
interpretation of ~t is lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a coun of competent jurisdiction located in Travis Cowlty, State 
of Texas. 

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Corn Code,this lease must be filed of record in the office of the Cowtty Clerk many cowtty in wbicb all or any pan of the 
leased premises is located, and cenified copies thereof must be filed in the General Land Office. The prescnbed filing fee shall accompany the eenified copies sent to the General Land Office. 
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as lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of Texas. 

LESSEE 

BY: ___ _ _________ _ 

TITLE: _ _ _ _____ ______ _ 

DATE: ________ ______ _ 

EREOF, \vi mess tl1e sig11ature of the Commissioner of the General Land Office of the Slate of Texas under the seal of tl1e General Land Office. 

COMM ISSIONER OF T HE GENERAL LAND OFFICE 
OFTHE STATEOFTEXAS 

APPROVED 

Contents 
Legal 
DC 
Exec 

STATE OF ___ _______ _ (CORPORATION ACKNOWLEDGiHENn 

COUNTY OF _ _________ _ 

BEFORE ME, tl1e undersigned authority, on this day personally appeared _______________________ _ 

known to me to be the person whose name is subscn"bed to the foregoing instrumcn~ as. ____________________ .of 

_ _ _ _ ____ __________________ _________ and acknowledged to me that he executed the same 

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

Given under my hand and seal of office this the ___ ____ day of ___ ___ ___ ___ ___ _, 20·-------' 

No1ary Public in and for _ _ ____ _ _ ____ _ _ 

STATE OF _ _ _ ________ _ (INDI VIDUAL ACKNOWLEDG!IIE T) 

COUNTY OF _ _ _________ _ 

Before me, the undersigned authority, on this day personally appeared. ______ _ _____ ___ ________ _ 

known to me to be the persons whose names are subscn"bed to the foregoing instrumen~ and acknowledged to me that they executed tl1e 
same for the purposes and consideration therein expressed. 

Given w1der my hand and seal of office tlus tl1c _______ day of _ ___ ___ _ _ ____ _ _ _, 20 _ _ ___ . 

Notary Public in and for _ _ _______ _ ____ _ 
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TJEX GENER 

August19,2005 

Mr. Ralph W. Owens 
Patterson Petroleum LP, Limited Partnership 
P.O. Box 1416 
Snyder, Texas 79550-1416 

Dear Mr. Owens: 

J ERRY P ATTERSON, COMMI SlONER 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on July 
19, 2005. I am pleased to inform you that Patterson Petroleum Lp, Limited Partnership 
was the high bidder on MGL. No. 8, which has been assigned the lease number M-
105301. 

The lease agreement for State Lease M-1 05301 is enclosed and will serve as your receipt 
for the amount of your bid. This lease form must be signed and acknowledged by the 
lessee, and then recorded in the County Clerk's office of the county or counties in which 
lands covered by the lease are located. After signing and recording the lease, please 
submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified 
copy at your earliest convenience. 

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

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

Sincerely, 

~irector 
Mineral Leasing Division 





CML Exploration, LLC 
Barton Oaks Plaza One, Suite 430 

901 Mopac Expressway South 
Austin, Texas 78746 

Texas General Land Office 
Stephen F. Austin Building 
1700 N. Congress Ave. 
Austin , TX 78701 

Attn: Pat Rogers 

Telephone: (5 12) 328-8085 
Facsimile: (5 12) 327-1259 

September 15, 2008 

Re: Certified Copies of Oil and Gas Leases 
M-105301 and M-1 05344 
Brazos/Grimes Counties, Texas 

Dear Sir or Madame: 

Enclosed herewith are certified copies of the above captioned Oil and Gas 
Leases in accordance with Paragraph 30 of said leases and a follow-up request 
from Kayleigh Rust of your office dated August 26, 2008. CML Exploration, LLC 
is now operator on behalf of Patterson Petroleum. 

Should you have any questions, please do not hesitate to contact me. 
Thank you for your assistance in th is matter. 

/bv 
Enclosures 

• • • . • • • . • 

• • • • . • • • . • • 

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

Very truly you rs, 

~ 7/<. ' 
Brenda Virgin Y 
Administrative Landman 



,, Lt-ue Form 
Revla~d I 0199 
SW'Yeytd Sdlool Land 

~ustin, 'UI:exas 

OIL AND GAS LEASE 
NO. M·IOS301 

Bk 
RP Vo1 
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WHI!.RE.AS, pll!luant to lhe Tell&l Natunl Ruoun:cs Code Chapte11 32, 33, 51, and Chapter 52, Sulx:bap~11 A·D and H, (said Code being hereinafter referre<l to u N.R.C.), and subjeet 10 all 
rules and resuJalions pi'Oil'lllplled by the Con-n&ssioon of the Oeonal Lind OIYlce and/or lhe School Land Board J'W'S!Wll thereto, and aU other appUcable statulu and anudmonts 10 said 
N.R.C., tho foDowina area. to-wit 

J, R. GAINES S1JRVEY, GRIMES COUNTY, TEXAS, CONTAINING APPROXIMATELY 71.3 ACRES, AS SHOWN ON THE OFFICIAL MAP OF CRIMES COUNTY, 
TEXAS NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TF.XAS, 

was, &fkr being duly advertised. otrered for lease on the 19'" day of July,l005, 11 10.00 o'clock Lm, by the Corrmissioncr oflhc: Geoc:nl Land Office oflhc: Sta~ orTc.us and the School Land 
Board of the State ofToaa, for the 10lc and only purpose ofprospeeting and drilling for, and producina oil and/or au that may be foUDd and produced from the above described area; and 

WHEREAS, after all bids and remiuances which were n:ceived ..., to sllld lime bave been duly considered by the Commissioner of the General Laod Office and lhe School Land Board at a 
resuJar meeting thereof in the General Land Office, oc the 19'• day of July, 1005, hereinafter the "effective date" and it wu foUDCI and deurmined that PATTERSON PETROLEUM LP, 
LIMITI!.D PARTNERSinP whose addres$ls P.O. BOX 1416, SNYDER, TI!.XAS 79550-1416 bad offered the highest and best bid for a lease of the area above ducribtd and is, then:fore, 
colitlcd to receive a lease thereon: 

NOW, THEREFORE, !,Jerry E. Patursou, Conmissiooer of the General Land Office of the State ofTtli&S, hereinafter sometimes referre<IIO as "Lessor." whose address is Austin, Teli&S, by 
vinue of lbo authority vested in me and in consideration of tbe payment by lhc: hereinafter c!Wgnated Les$te, tho $um of Tt• Tbouulld I!.J&ht Ru:Ddud forty.f'lv. AIKI 00/100 Dollan 
($10,145.00). re«ipt ofwhicb is bereby sckDowlcdged and of tho royalties, eovenants, stipulatioos and conditions contained and hereby asn:e<f 10 be paid, obsavtd and performed by Les.see, do 
hereby demlse, graxi1, lease and let unto tbe abo\~ IDC'Diiooed bidder the exclusive ri&bl to prospeet for, produce and take oil aodlor su from the aforesaid area upon tho followina tenns and 
conditions, to-wit: 

1. R.ESERV A TION: There is bereby excepted sed reserved to Lessor the fWI use of the property covered bcrcby and aU riJhts wilh re$p«IIO the surtiee and subsorf&ee then:of for any and 
all porposu oxcept those grtllted and 10 the cxll:tll bereln granted 10 Lessee, together with lhe riJhts ofiiigress and egress and use ofuid lands by Lessor and its mineral lessees, for purposes of 
CJtplorioa for and producin& the lrinerals which are not covered, or whic:b ~y not be covered iD the fillure, Ullder the terms of this leue, but whic:b may bo located wilhlll the surlKe bolllldaries 
of tho leased areL All of the ri&bts in and 10 the leased premises retained by Lessor and aU of the rigbts in and 10 the !wed pre~ &Jlllted to Lessee herein shall bo exercised 10 sucb 1 IDIIIDtT 

that neither sbaU UDduly interfere with the operations oflbe olher. 

1 . TEJU>f: Subjcc110 the other provisloos ben:of, this leue shall be for a term of ftvt (S) yean from the effective date hereof (bcmn called "primary ~mf') and u long thm:aft.er u oil Of 
&as is produced In payina quauliliu from said areL 

3. DELAY RENTALS: If oo weU is conmeoced oo the la.od hereby leased 011 or before the lllllivernry date of this lease, thr.s lea$e shall tenninate as to both parties liDless the Lessee on or 
before said date shall pay or ~ 10 the Commissioner of the Gcocnl Land Office of the State ofTt.UJ 11 AU$tiu, Te.us, the amount specified In lhc: foDowlng Khedule nl.lltiplied by tho 
nUililer of acres in the prerrises, whic:b sball operate u a rental and cover tho privilege of deferring the eoiiiiDC1lCemr:nt of a well for twelve (ll) monlba from said date. In like l1'1liUICr and upon 
payments or tenders of amoaol$ set 0111 in the fOllowing sebedule, the c:ommcoconwct of a weU may bo further deferred for a like period of the same n=ber of months 

All!ljymuy Date Psllv Rental oo Acre 
First S 5.00 
Secood s 5.00 
Thin! $25.00 
Fowtb $25.00 

4. PRODUCTION ROYAL TIES: Subject to the provisions for royalty reductions set ow iD subparagraph (E) of this parapaph 4, upoo produclioo of oU and/or ps, the Lessee agn:cs 10 pay 
or cause to be paid 10 the Conmissiooer of the General Land Office in Austin, Tc>W, for the uae and benefit of the Slllte ofTe>W, during the term hereof: 

(A) OIL: N a royalty on oil, which is dellned as includin& all hydrociJbons prodoccd in a liquid form at the mouth of the wcU and abo all CODdensatc, dislillate, &nd other tiquid 
bydrocartloos recov.:red from oil or au 1'\111 tbrouah a separator or other equlpm:nt, as hereinafter provided, U-4 part of the grou production or the market value lbereof, at lhc: option of the 
Lessor, such value 10 be ~rmiDcd by I) the highest posted price, plus premium, I! any, olrcTed or paid for oil, coDdcosate, disall&te, or other liquid bydtoearl>oru, respectlwly, of a like type and 
gravity in the seoenJ UQ wbcre produr;:.ed and wben nm. or 2) the bi&bHt marl<ct price theftof ofiCred or paid in lbe scncnl area wbere produced and wbeo n.rn. Ot J ) the pou proceeds of the 
sale lbereo~ whic:bever is the arcater. Leuee aarces that before any ps produced from the land hereby 1uscd is sold, used or processed in a plant, it will be 1'\111 free of costiO Lusor through an 
adequate oil and ps sepantor of COD\ =tiona! type or other equlpm:nt at least u c!DcierltiO the end that aU liquid hydrocarbons recoverable li'om the gas by sucll means will be re<:ovued. Upon 
writltll COTtstnl of Lessor, the requlrcmenllbat sucb gas be run tbrouah such a separator or other equipment may be ~d ~n such tmns and cooditions as prescribed by Lessor. 

(D) NON·PROCI!.SSED GAS: Aa a royalty oo any gas (inelu.din& llared ps), whie.b ls defined as all hydrocarbon& and gaseous substances 1101 defined u oil in subparagraph (A) abo~ 
produced from lUI)' well on said 1aod (c~tas provided herein with respectiO ps proeessed in a plant for the extraction of psoliDe,liquid bydroc&rboru or olher productJ) U4 pan of the gross 
productloo or the a.rket value thereo[, 11 the option of the Lessor, such value 10 be based on the highest marltet price paid or offered for gas of CO"l'arable qllllity iD the ge:oenl area wbo<e 
pc'Oduccd and whco nm. or lbe gross price paid or oai:rcd 10 the producer, whlebever i:J greater provided lhat lbe muimmn pressure bue in rncuurina the gu under this lease contract sbaD 110111 
any limo ~ 14.6S pollllda per .sq..are inch abiOlute, and lhc: standard bue tcrq>crature sbaU be sixty (60) degees Fabrcnbdt, correction 10 be n:ade for pressun: ~ 10 Boyle's Llw, 
and fOf IPCCifie gravity accordini to- made by tbe Balaoce Metbod or by the moll approved method of testing being used by lhc: inchutry at the time of testing. 

2E~.!!fl_ED COPY CEAT FICATE 
( y ::; 
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(C) PROCESSED CAS: lu 1 ro)'llty on any ps ~din a psolinc plant or other plan! for the r=~Vl:ry of psolinc or other liquid hydrocarbons, lli pan of the ~id110 p.s and the 

liquid hydrocaibons extncted or the market v1l110 thertO(, at tbe opcion of the Ltssor. AU ro)'l lties d110 herein shall be based on one hlllldred percent {100%) of the total plont production of rniduo 
gu aunbwble to gas produced from this lease, and on fi l\y perunt {SOO~) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocazt>ons, 
attributable to the gas produced from this le&Jc; provided that if liquid hydrocarbons an: recoVl:Ttd from gas processed in a plant in which Lessee (or its ~n~ subsidluy or afllliate) owns an 
interest, tben the perccnrase applicable to liquid hydrocarbons shall be fifty percent (SOO-') or tbe hi&bcst pe.rccnt accruin& to a third pari}' processinc ga.s throu&h suc:b plaot under a ptO«SSiD& 
agreement negotiated at anns' length (or if there is no such tbird pari}', the highest percent then beina specified in processing agreements or cont~Uts in the industry). wlllcbeVl:T is the greater The 
tt1pcctive ro)'l lties oo residue gas aod on liquid hydrocarbons shall be dttennined by I) the bi&hcJt market pncc paid or o!Tercd for any gas (or liquid hydrocllbons) or COII1llrablc quality in the 
geoen1 area or 2) the gross price paid or o!Tcrcd for such resid110 ps {or the weighted aVl:Tlge gross scllin& price for the respective gndts of liquid hydrocaroons), wluc.hevtr is the greotcr In no 
C'<Dt. boweVl:T, sbaU the ro)'lltics payable under this pangnph be less thlln the royalties which would have been due bad the gas 001 been processed 

(D) OTHER PRODUCTS: lu a royalty on urban black. sulphur or any other products produced or ~mnufacturcd from &IS {excepting liquid bydroe&rbons) whether nid liS be 
"cuinghcad," "dry" or any other gas, by fractionating. bum in& or any other processing. .1Li p&n of gross production or such products, or lhe llllri:et value thereof, at the option of Lessor, sUGh 
market value to be detennlned IS tollows: 

(I) Oo the basis of tbe hlshcst market price of each produc~ during the same month in which such product is produced, or 
(2) On tile basis of the avcrasc gross sale price of each product for the same monlh in which such products ue produced; whichever Is the srcntcr. 

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it Is hereby provided !hot in the event production in paying quannties Is established pursuant to tbc ttnns of 
this lease &Del s~~eb production is brought oo line aod sales thcteofore cotnn1rnced within ei&J>tecn (18) mootbs of the e!Tective date hereof, the royalty rate provided herein shaD be reduced to 
200-'. and shall apply to each subsequtlll well dnlled and produced oo the land covered by this 1cue. Provided !hot, if during such c{ghteeo (18) month term during which Lmec may elm a 
reduced royalty rate of200~ as herein provided, Ltssee should drill in good faith and con1)1cte the lint well a.s 1 dry bole on the laod covered by this le&se, Ltssce may receive a tlnc (3) month 
extension of lhe term in which to cam a reduced royalty ra te by giving notice to the Commissioner of the General Laod Office, commencing drillin& operations on an additional well prior to the 
expiration of such three (3) month period and prosecuting dlligently and in good faJth the drillina of such additiooal well and COI!llieting same so lhat produetion in payios quantities is established 
and so that sucb production is bro~~ght oo line aod sales thereof arc commonced prior to the expiration of sw:h three (3) month eXtension period. 

(ii) In the event production in paying quantities is established pursuant to the u:nns of this lt&SC &Del such production is bro~~&bt on line and sales thereof are commenced after the expiration 
of ei3btecn ( 18) rnoow liom the effective date het'IIOf but prior to the expiration of tWCllly·four (24) monw from the eiTectiVl: date bertef, the royalty rate provided herein shall be reduced to 
22.5% and shaU apply to each rwseq~~ent weU drilled and produced on the lillld oovered by this lease. Provided that, if during such s~ {6) mooth term diDiog wbicb Lessee may earn a reduced 
ro)'llty rate of 22.S% IS herein provided, ussce should drill in sood b itb &Del complete the fint well u a dry bole oo the land coVl:red by this kaK, Ltsscc !lJIY recd\'e a three (3) month 
extension of the term in which to eam a reduced ro)'llty ratt by tliving notice to lhe Commissioner of tbe Gcnaal Land Oflicc, c:omm:ocing drilling operuioas on an additiooal weU prior to the 
expiration of such tllrce (3) mootb period &Del prosecuting dilisCDtly and in good t'lith the drill in& of sucb additional well and CO<r1llctin& W'llC so !bat production in paYJlll quantities is established 
and so dla t such produetioo b brought on line and sales thereof ue commenced prior to tbe expiration of such three (3) month extension period. 

(F) NO DEDUCTIONS: Lessee agrees that all royalties &ecruing to Lessor under this lease shall be without deductioo for the cost of producing, uansportins. aod otherwise m:aking the oil, 
gas and other products produced hereunder ready for sale or usc. 

(G) ROYALTY tN KIND: Norwithstanding anything coot.ained bcrein to the contrary, Lessor may, at its option. upoo oot ltss thaD 60 days notice to Lessee, require at any time or from 
time to time that payment or &11 or aoy royalties accruing to Le.uor ~ this !cue be made in kiod withoLII deduction fOr the C05t of produciDs. ptberiJ>g. SIOriDs. scpu&tins. trc:a tin& 
dehydntiug. ODI!llressin& proccssio&. tnn!pOrting at>d otherwise making lhe oi~ gas and other products produced bcrcWlder ready for sale or usc. ussor's right to au it! royalty in kiod shall not 
diminish or negate Lessor's ri&b!S or Lessee's obli$ations, wbcther express or in1)lied, under this lease. 

(H) PLANT FUEL AND RECYCLED GAS: No royalty &ball be pa)'lblc on aoy ps as rnay rcp<U<Dt this lcasc'a proportiooato share of &D)' lllci ii:SCd to process ps produced hereuodcr 
in acy proeeuins plaut. NotwitbstaDding aoything ooncaiDcd bcreln to the COIIITII')', and subject to the coi!.SCIII in writing o!lhe Commissloocr of the General Land 0~. Lessee: n y recycle ps 
for gas lift pllll'OJCS oo tbe lcued premises alter tbc liquid bydroe&rboos coollWied in tbc ga.s have beeo remo•~ and DO royalties s~U be pa)'lble oo lhe gas so recycled until sucb time u the 
nrnc may thereafter be produeed and sold or used by Le&scc in such 11\lD!ICf as to eotitle Lessor to a royalty thereon under tbe royalty provisiom of this lease. 

(l ) MJNIMUM ROYALTY: DwiDg any year a tier tbe c.>q>iratioo oflhe primary torm of this le&se, if this lease is maintained by production. the royalties paid to Lessor in oo evcot shall be 
less thaD ao &mOunt cqu1l to SS.OO per acre; otherwise, the~ shall be d110 and pa)'lble oo or before the last day of the molllh saccccdiog the auniversary date of this lease a sum equal to $ S.OO per 
ICTC less the &mDIIDt of ro)'lltiea paid durins the prceedmg you. 

(J) MARGINAL PRODUCTION ROYALTY: Upon ussco's written application, lhc School Laod Board may reduce the royalty rate set out in this paragraph and/or the minimum 
ro)'llty set out in subparagnph 4 (I) to extend the economic lifo of this lea..se and eocow-age recovery of oil or SIS that might otherwise remain unrecovered. Any such ro)'llty reduction must 
cooform to the require!Jlttlb or aoy School Land Board adminisrntive rules on this subjccl Ro)'lity may not be reduced below lhe applk:able statwOry minimum 

5. ROYALTY PAYMENTS AND REPORTS: AU ro)'lltics DOt taho in 1cind shall be paid to the Commissioner of the GCDC'I'l! Land Office .r Austin, Teus, in the following m:llliiCr. 

Payment of ro)'llty on productioa of oil and gas sbaU be as provided in the rules set fonh in tbc Texas Resister. Rules curreotly provide that ro)'llty on oil is due &Del must be received in tbe 
Gencnl Land Ofllce oo or be foro the SdJ day or the second month suce~ lhe mooth of productio.n. and royalty oo gas is due &Del must be re«ived in the Gcncnl 1..&nd Office on or before the 
I Sib day of tbe sccood moolh JUCCCedin& the mootb of production. accoltllanied by the atrld&vit of the oWDCf, manager or other authorized ag~ CCltq)leted in the form and tlll.nncrprncnbcd by 
the General Land Offtee tod showing !be gro" ~Jrounland disposition of all oil and ps produced aod the rmrket valoe oflbc oil and ps, together with • copy of all docwocnt.s, records or reporls 
confirming lbc aross productior>, disposition and market value includios ps rueter rcadinp, pipeline receipts. giS liu receipts and othe.r checks or mer:mnJ~da of amount produecd &Dd put into 
pipeliocs, tanks, or pools and gu lines or ps storage, and any other reports or records which the General Laod Office may require to ..,,;ry !be gross production, disposition aod tn~rket value. In 
all cases the authority of a manager or agent to act for the Lessee herein must be filed in the Gcocral Land OtriCC. Each royalty paymcot sbaU be accofTl'lllled by a chec:k stW, schedule, summary 
or ocbcr rcmittante advice sbowiog by the assigoed GeDCT!II l.and OffiCe lease number the ll'OOIIDt of royalty bei!IJ paid oo eaeb lc:asc. If Ltsscc pays bis royahy"" or be !Oro thlny (30) days after 
the ro)'llty paymeot was due, 1hen Ltssce owes a penalty of w, on the royalty or S2S.OO, whichever is greater. A royahy payment which Is O\'er thirty (30) days lote sbaU accrue a penalty of 10% 
of the ro)'llty due or $25.00 whichever is greater. In addition to a penalty, ro)'lltics ahaU accNO interest at a r111e of 12% per year; Slll:h interest wOI be&iD accruing when tbe ro)'llty b rixty (60) 
days overdue. Affidavits &Del supportiog documentS wbicb ue not filed whoa due shall incur a penalty in aD amount set by the Gcocnll..&nd Office administrative rule wbicb is e!Tective on tbc 
date when the aiTLd&vi!S or si4JPOr1in& docwt¥DIS were due. Tbe Ltssee shall bev aU respoosibility for payinc or causing royalties to be paid as prescribed by the due date provided bcn:itL 
Paymcot of tbe deliDqumcy penally shall in DO way operate to prohibit lhe State's right of forfci!llre a.s proWI<d by law nor act to postpOne the date OD which ro)'lltics were oriaioally ~ 1lx 
above penalty provisiQQS shall not apply in cues of title dispute as to the State's portion of the ro)'llty or to lhat portion of the royalty in dispute a.s to fair m&ricct value. 

6. (A) RESERVES, CONTRACTS AND OTIU! R RECORDS: usseo shall annually furnish the Commissioner of the Gencnl Land O!Dce with its best possible estimate of oil and ps 
reserves uoderlyin& this lease or allocable to this I=• and shall 1\trnish said Cormlissioocr with cOpies of all cootncl! unclu whkb ga.s is sold or processed and 10 sli>scquct~t acr=ocw aod 
ameodm::nts to such COiltrlClS within thiny (30) daya after eotering loco or makin& such contncu, •l"'<me!IIS or &ma>drneots. Such COiltncts and •sreancnts wbco received by the Geocnll..&nd 
Otrocc shall be held in coofldcoc;e by the Gcnenl 1..&nd OITICC unless otherwise authorized by Lesscc. All other contracts and records pcrWoiog to tbe productioo. tnll5p0rtltioa, sale and 
.,..lr.cting of the oil and ga.s produced on said prcnuscs, io.cluding the books l!ld ICCOUl1ts, receipts &Del discqcs of all wells, tanks, pools, meters, and pipcli!ICS shall at aU times be Sllbject to 
iMpectioo and examination by lbc Commis.oioner of the Oeoc:ral Lat>d Office, the Attorney Geuer&l, tbe Goveroor, or the representative ofacy of them 

(B) DRILLING R£CORDS1 Writuo ootiu of all operatiooa on this !cue sbaU be submi~ to the Commissioocr of the Gcoenl Land Ofl"lCC by Lessee or operator fiVl: (S) days he fore spud 
dale, wor\wvct', re-try. te!q)Orary abandoonw:ot or plug and abaodotun<nt of IDY well or we Us. Such writteu notice to the Gmcral Lm1 Otr~ce sbaU include copies of R.&ilroad Commission 
fOrms for application to drill Copies of well tes ts, ODnl>lction reports and plu&&iac reports shall be nwlled to the Ococra.l Land Of'llee at tbc tiroo they ue ftled with the Tcus Railroad 
Coll'fllission. l.eJS<>e sb&ll supply lhe GCIIC!'II Land Office with wy records, memoranda, aocoUIIIS, reports, cuttings &Del cores, or other information rclaove to the opcntioo of the &bove-dcscn'bcd 
premises, which may be requested by tbe Oeoenll..&nd Office, in additioo to thou herein expressly provided for. Lcssu shall have an electrical and/or radioactivity survey n de oo the bore-bole 
section, from the but of the aurfllee cuioa to the total depth of well, of all v.-.:lls clnlled on the above described prenises aod ahaU tn.nsn'Ut a tniC copy oftbe log of eaeb aurvcy on oacb weD to tbc 
Gmeral land O!rlee within 6ftcc:o ( IS) days a.fter the makin& of Slid survey. 
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(C) PENAL TIES: LeMee shall ioc:ur a. penalty wbenever repons, documents or other materials 111t not flied in the 0e!IC1'81 Land Offx:e when due. The penalty for late filins shall be set by 
the Gencnal Land Office admini.nntivc tuk which is effective on the date when the materials were d"" in the Generu Land Otlkc. 

7. RET AI NED ACREAGE: Notwilhstandilll any provision of this lease to the cootruy, after a well producing or capable ofproducins oil or gas bas bten COf'l1llc~ on the leased premises, 
Lessee shall c><en:ise the diliscncc of a reasonably prudent operator In dnlling such additional well or wells u may bt reasonably necessary for the proper development or the leased pmniscs and 
in marlcering the production thereon. 

(A) VERTICAL: In the event this lease is in force and effect two (2) yws aft« the expiration date of the primary or extended term It sball then terminate as to aU of the leased premises. 
EXCEPT ( I) 40 acru siiiTOWiding cacb oil weU capable of producing in paying qLWltities and 320 ac~ surrowxli01 each gu well capable of producing m paying quantities (ioc:ludiog a shut-in 
oil or g113 well as provided In Paragraph I t hereof), or a well upon which Lessee is then engaged in continuous dn1ling or rcworldng operations, or (2) the number of acres included in a producing 
pooled IU\h pursvanlto Natural Resources Code Sections S2.1Sl-S2.l S3, or (3) such greater or lemr number of acres as may then be allocated for production purposes to a proration Wlit for each 
such producing well under the rules and reauJations of the Railroad Commission of Teus, ar any succ0S30r agency, or other govc:mmental outbority having jurisdictioiL Within 90 days of a 
partial tennioation of this Jea.se in accordance with this subparagraph and upon payment of the minimum filing fee set by Oeoeral Land OffJCe rulu in effect at the time of the partial termination, 
Lessee shall have the right to obtain a swfaoe lease for ingress and egress on and across the tcrntinated portion of the leased prcm4cs as may be reasonably necessary for tbe continued opention of 
the portions of the lease rcmailling in force and effect If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface !cue from the Land 
Office, but the Land Corrnnissioner bas the discretion to grant or deny such application and to set the fee for such surflsce lease. 

(B) HORIZONTAL: In the event this lease is in forte and effect two (2) years after the expiraflOn date ottbe primary or extended tenn it shall l'unhcr tenninote as to all dqlths below tOO 
feet below the total dqlth drilled (hereinafltr "deeper clepthsj in each well located on acreage retained in Paragraph 7 (A) above, unless on or before rwo (2) years afb:r tho primary or extended 
tenn L.cuec pays an armunt equal to o:ne-half (112) o r the bonus originally paid as COII!iUmtion for this lease (as specif>ed on page I hereof). If such amo101t is paid, this leue shall be in force 
and effect u to such deeper depths, and said t.mnination shall be delayed for an addirinnal period of two (2) yean and so long thereafltr as oil or gas is produced in paY'Il3 quantit ies from sw:h 
deeper depths covered by this lease. 

(C) IDENTIPICA TION AND FILING: The surbce acrcoge retained hn'cunder as to each well shall as nearly as practical, be in the form of a square with the well located In the center 
thereof. or such other shape u may bt approved by the School Land Boanl. Within thirty (30) days aft<r partial termination of this lease u provided herein, Ltssu sball execute and record a 
relea5c or releases containinaa satisfaciOry lcaal description of the acreage and/or depths not retained hn'cunder. The recorded release, or a certified copy of same, sball be tiled In the General 
Land O!llce, acco~ed by tbe fllina fee pmcribed by tho General Land Office rules in effect on the date the n:lease is filed. If Lessee fails or refUses to execute and record such release or 
releases within ninety (90) days after being requested to do so by the General Land OITIGC, then the Commissioner at his sole discretion may designate by wrillen instrumcnl the ocrcaac and/or 
depdu to be released bn-cUDder and record such instrumcnlat Lcssu's e><peuSO in the county or counties where the lease is locat:d and in the officiAl records of the Gcnenl Land Ofllcc and such 
designation shall be binding upon Lessee for aD purposes. If at any time aflet the effective date of the partial termination provisions hereof. the applicable field rulu lilt changed or the well or 
wells located thereon arc rcclassifled so that less acreage is thercof\cr allocated to said well or wells for prodi!Ction purposes, this lease shall therc'4'0n termina~ as to aU acr-eage oot thcrnfter 
allocated to said wtll or ""'lls for prodDCtioo purposes. 

8. OFFSET WEU.S: If oil and/or gas abould bt produced in commercial quantities from a well located on land privotely owned or on State land leased at a lesser royalty, whi<:h well is within 
one thousand (1,000) feet of the area included bcrein. ar which well is draining the an:• covered by this lease, the Lessee sbal~ within sixry (60) days after such initial production from the draining 
well or the wcU located within one tbomand (1,000) feet from the a reo covered by this lease begin in good faith and pro.secw.e diligently tht drilling of an otnet well oo the uea eovm:d by this 
leue, and such offset weD shall be drilled to sucb depth as may bt DCCeSS1fY to prevent the undue drainage of the uea oovered by this lease, and the Lessee. manager or driller shaD use aD means 
necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Corrunissioner and with his writteo approvoL rt11y the 
payment of a oo~tory royalty satisfy the obligation 10 dn11 an offset well or wells required under this Paragraph. 

9. DRY HOL£/CESSATION OP PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of01l or gas oa said land. Lessee 
sbould drill a dry hole or boles tbcrcon, or if during the primary tenn bcreof and after the discovery and acrual production of oil or ps ltom the leased premises such production thereof should 
cease from ony cause, this lease shaD DOt terminate if on or btfore the expiration of sixty (60) days from date of co~lctioo of said dry hole or cessation of producrion Lcuec conwnenccs 
additional drillilll or reworlcing operations thereon, or pays or lcllders the next &Mual delay rental in tbe same tnlllDCr as provided in this lease. If, during the last year of the primary term or 
within sixry (60) days prior therciO, a dry hole be COfl1lletcd and aba.ndooed, or the production of oil or gu should ceue for any cause, Lessee's rights shaD remain in full force and effect wlthow 
further operations Wltil the expiration of the primory term; and if LeMcc bas not rcswncd production in payin& quantitiu at the expiration of the primary term. Lessee may maintain this leue by 
conducting additional drillin& or rewor\cina operations pmsuant to Puagrapb 10, using the cxpirution of the primary tcnn u the date of cessation of production under Paragraph 10. Should the 
ftrSt wtll or any subsequent weD drilled on tbe above described land be COfl1lleted as a shut-in oil or gas weD within the primary term hereof, les$ce may resume payment of the annual rental in 
tbe nn-e manner as provided herein on or btforc the rental paying date following the expiration of sixty (60) days from tbe date of COfl1llction of such shut-in oil or gas well and upon the failure to 
make such payrnen~ this lease shall ipso facto temtinate. lfaltbc expiration of the primary tcnn or any rime thereafter a shut-in oil or gu well is located on the leased prcmses paymentS may be 
made in acc:ordanl:c with the shut-in provisions btreof. 

10. CESSATION, DRILLING, AND REWORKING: If, after the expirution of the primary term. production of oil or gu from the leased premises, aft.er once obtained, should cease from 
any cause, Ibis lease shall not terminate if Lessee cornmeoces additional drilHng or reworldng operations within sixty (60) days after such cessation, aod this lease shall n:main in full force aod 
effect for so long u such operations continue in good faith and in worlanaolikc rmnner without intemJptions totaling rmrc than sixty (60) days. If such drilling or rcworidng opcratioos result In 
the production of oil or au, the lase shall remain in full force and effect for so long as oU or gas is produced from the leased premises in paying quantities or paymeot of shut-In oil or gas weD 
royalties or paymeol of COfl1)e!ISiltory royalties Is rrGd.e as provided herein or as provided by law. If the drilling or reworldng operations result in the COfl1lletion of a well as a dry hole, the lcue 
will not temtinate If the l..cucc commences additional drilling or reworldng operations within si.~ty (60) days after the COf'l1lletion of tile weD as a dry hole, and this lease shall retlll.in in effect so 
long as Lessee continues drilling or reworldng operations in good faith and in a worlananlilce manner without intenuptions totalina rmrc than si~ty (60) days. Lessee shall give writteo notice 10 
the Oeoeral Land O!Dce within thirty (30) days of any cessation ofproductioo. · 

II . SHUT-TN ROYALTIES: Por purposes of this paragraph, "well" means any well that has been assigned a weD number by the state ageocy having jurisdiction over the production or oil 
and ps. If at any time after the expintioo of the primuy tcnn of 1 lease tba~ until being shut in. was beina maintained in force and effect, a well capable of producing oil or gas in paying 
quantities Is located oa tbe leased premises, but oil or gas is DOt being produced for lack of suitable production !acilitiu or Jack of a suitable maritc~ then Lessee may pay u a shut-in oil or pa 
royalty an arnolDII equal to S I 0.00 per acre, but not less than S I ,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each initial shut-in oU or gas royalty 
must be paid on or befun:: (I) the expiration of the primary term, (2) 60 days after the LeMee ceases to produce oil or gas from the !cued premises, or (3) 60 days after les$ee C01111letes a drill IDa 
or reworking operation in aceordance with the lease provisions; whichever date is latest If the shut-in oil or gas royalty is paid, the lease shall be considc:rcd to bt a producing lease and the 
payment shall extend the tmn of the lease for a period of CDC year from the end of the primary term. or from the first day of the month following the montb in which production ceased. and, after 
that, if no suitable production facilities or suitable marlcet for the oil or gu exists, Lessee may extend the lease far four more successive periods of ODC (I) year by paying tbe same amount each 
year oo or btfore the expiration of each shut-in yesr. 

11. COMPENSATORY ROYAL TIES: If, durin& tbe period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or p sis sold and cklivued in paying quantities from a 
wellloca~ within ooe thousand (1,000) feet of the leased premises and ~lc~d in tile samo producing reservoir, or in any cue in whK:h dnlnage is occwring, the right to continue to 111intain 
the lease by payina the shut-in oil or gas royalty sball cease, but the lease shall remain effective fbr tbe remainder of tbe year for which the royolry bas be co paid. The Lessee may maintain the 
lease for four more Juccessive years by Lessee paying eo~atory royalty at the royalty rate provided in the lease of the market value of production from the well cousins the drainase or which 
is COrf1>leted in the aamc producill3 re.'ICTVOir and within one thousand (1,000) feet of the leased premises. The COfi1>CDSltory royalty is to be paid monthly to the CommissiODCT beginoing on or 
before tbe last day of the month foiJowina the rmnth in which the oil or gu is produced from the well causing the drainage or that is COfT4lleted in the same producing reservoir and loc:ated withio 
one thousand (1 ,000) feel of tbe lcued premises; it the co~nsatory royalty paid in any 12-rmnth period Is in an amount Jess than the annual sbut-in m1 or ps royalty. Lessee shaD pay &n 

llTW)UDt equal to the diffcreoce within 1hilty (30) days from the end of the 12-mooth period; and oooe of these provisioll! will relieve Lessee of the obligation ofre..sonablc dovelopmtnl nor the 
obUgation to dril l oiDct weDs u pro~ in N.R.C. Section 52.034; howtver, at the ck~rmination of the Cormnissionor, and with the Commissiooer's wrium approval, the paymonl of 
co~atory royaltXs shaD satisfy tbc oblip tion to dn11 offset wells. Cof111Cnsatory royalty paymeots whicb are oot timely poid will accrue penalty aod interest in aceordaoce with Pansnph S 
of this leue. 
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13. EXTENSIONS: It at the expiration of the prin:wy term of thiJ lcuc, production of oil or IU b&s DOl been oblained on the leucd prcmists bill drilliaa opcntions arc beiQg conducted 
the~o in sood b ith and in alood and worlam.nlike II"'IJJllCT, Lessee 011y, oo or before the u piratio!l of the primary term, file io the Gcncnl Unci Off~« wrillell lflpliutioo 10 the Colmlissiow 
of the Oencnl Land Office for 1 tbiny (30) day extension of chis kue, ~·d by payment of 111= Thousand Dollars (SJ ,OOO.OO) tf this kuc covers six b~d forty (640) ICt'CS or less 
and Six Thousand Dollars ($6,000.00) if this lnse covers more than six hundred forty (640) ~eres and the Commiuiooer shall, in wrilillg, extend this leuc for a thirty (30) day period from and 
after the cApiration of the priJNry term and so Ions thercaJ\er u oil or JU u produced in payina quantities; provided f'urtbcr, that Lessee ~Ny, so 10118 u sueb driUina operations are beiQg 
conducted make like 1pplication and paymeos during any thirty (JO) day utended period for an additions! extension of lhiny (30) days and, upon rceeipt of such application and paymoot, the 
Comnissioncr shall. in writina, epio extend this lease so that same shall n:main in force for such edditiooal tluny (30) day period and so Ions thcrufttr u oil or gas u produced in payina 
quantities; provided, however, that this kue shall not be clltcnded for more than 1 total of ~e hundn:d ninety (390) days from and after the expiration of the primary term unless production in 
payina quaosities b&s beon obtained. 

14. USE OF WATER; SURFACE: Lessee sbsU have the right to use water produced on said land ne«ssary for operations hen: under and solely upon the leased premi$cs; providod. however, 
Lessee shaD not u.so potable water or water suitable for live.stocl< or irrigation pwpose:s for water flood opcratiom witbolll the prior wrillell constnt of Lessor. Subject 10 its obligation to pay 
surfAce darmaes. Le.ueo shall have tilt ri&ht to use so rwch of the surface of the laod that may be rcasooably ncccss:~ry for drillin& and opcntin& wells and ll'&nspOr1ina and marl<etina the 
production therefrom, such UK to be conducted under conditions of leut injwy to the surface of the land. Lessoe shall pay sumce damages in an amoWit set by the Generel Land Orr~<:c fee 
s~u.le which is elrcctivc on the date wtlen the octivity n:quirins the paymenl of surface damages OCC\ID. 

lS. POLLUTION: In developing tllis area, Lessee shall use the highest degree of care and ell proper safeauar<ls to prevent pollution. Without Umitlna the foregoina, pollution of coutal 
wetlands, natural waterways, rivers and iflllOunckd water shall be prevented by the u.so ofcontainmc:nt facilities sufficient to prevent spillaae, seepage or ground watu contamination. In the event 
of pollution. Lessee sballu.so all means at hs disposal10 recaprure all escaped hydrocarbons or od>cr polluta.nt and shall be responsible for an damoae to public and private propcnics. 

(A) UPLANDS: Lesseo sbsll build and maintain fences around iu slush, s~. and dninagc piu and tank bai1eries so as to protcet tive.stocl< a&&ffist loss, damasc or il1jwy; and upon 
co~lcCion or aboondonment of any weD or wells. Lessee sbsU fiU and It vel aU slu.sh pits and ccllm and corq:>letely clean up tbt drillin& site of all rubbish thereon. 

(B) SUBMl>RCED LANDS: No disobsrge of ~lid waste or garbage shaD be tllowed into State water1 from any drill ina or suppon vessels, p<Oduction platform, crew or S\4)ply boa~ 
borgc, j aek·'4' rig or other equlpn~ntloc~cted on the leased area. Solid waste shall include but shall DOt be limited 10 containc:rs, equipmenl. rubbi$11, plastic, &)asJ. aod any Olhct morHrade oon­
biodesndablc items. A sian must be displayed in 1 bi&b traf!ie am on an vcaels and rt'IWled platforms statio&. "Dischafle of any solid waste or ~~· into Slate Waten from vessels or 
platforms u strictly proiOOited lDd rmy swjcct a Sate of Texas kue to forfeiture.• Suc:b statement shall be in letteriQg of at least I" in size. 

(C) RIVERS: To the extmt Pt«JsarY 10 prcvcnt pollution, the provisions found w subsections (e) and (b) of this Parav>Pb shall also apply to rivers and riverl>eds. 

(D) FENAL TY: Failure 10 co1J1>IY W1th the n:qwmncn~S of thiJ provisioo may ~Uult in the maxlmwn penalty allowed by law including lbrl'cirure of the leuc. Lessee shall be liable for tbe 
damages caused by such failure and any costs and cxpcn= incllfTCd m cleanins areas affected by the di.scbsrged waste. 

16. JOKNTIFICATION MARKERS: Lesste shall ere<:~ ll a disllnec DOl to c.u:eed rwcnty-fi\'e (2S) feet from each won on the premises covered by this lease, a legible sicn on which sblll 
be stated the name of tho operator, the lcuc deoigoation aod the weD number. Where two or more v.~lls on the nmc leuc or when: wells on two or more leases arc coliOCcted 10 the same tank 
battery, wbether by individual flow linc connections din:ct to the tank or tanks or by u.sc of 1 multiple hn dor system, cacb lioe between each well and such tank or header sbaU be ki>'bly idcntiJied 
at aU times, either by • 8nnly attached liJ or plate or an idcntifocation properly painted oo sucb line at a dislllllCC not to exceed~ (3) feet from such tank or header COflllCCtion. Said signs, tap, 
plates or other idtntillcation mari«:rs shall be maintained in a leg.'ble condition throughout the term of this lease. 

17. ASSIGNMENTS: ·~ leasei'03y be tnnsferred at any rime; provided, however, that the liability of tho tnnsferor to properly disehafit its obhption uodor the leuc, includio& properly 
plugging abandoned wells, reiiXlving platlbrms or pipelines, or remediation or contamination at drill site.s shall pass to the tnnsferee upon the prior writteo constat of the Cornmisdooer o( the 
Gcoeral Land Office. ~ Conwnissioncr may n:quirc the transferee to deloonstnte financial responsibility aod may n:quire 1 bond or Olher security. All transfers rrust n:fen:ncc the 1euc by tbe 
file l\lllllMr and must be recorded in the: COW>ty when: the area is locatod, and the recorded transfer or a copy cenified to by the County Cleric of the coUDiy where the tranSfer u recordcd aut be 
filed in the OCDCT~I Unci omcc within ninety (90) days of the execution date, u provided by N.R.C. Section S2.026, accorq:>anied by the fllin1 fcc pn:son'bed by the Ocncral Unci Office rules in 
effect on the date of receipl by the Oe»enl Unci omcc of such tnnsfcr or cortified copy thereof. Every transforee shall succeed to all rights and be subject to aU obliptions, liahillties, and 
penalties owed to the State by the original ICHCC or any prior transferee of the kue, includiog any liabilities 10 the state fO!' uopaid myaltics. 

11. REI..EAS£5: Lessee moy relinquish the rights Jl'lDted bereuodef to the State at aoy time by rc<:ordins the rclinq..Ubmeut in the county when: chis area Is siNlled and rdio' the recorded 
relinquisbmcnl or certified copy of .same in the Goneral Land Office within ninety (90) days after its •~"""tion acco!11laoied by the filing fcc pn:scn'bed by the Geoerel Land Office rules in effect 
on the date of receipt by the Genml Land Office of such n:lillqUIShment or certified copy tbcrcof. Sucb relinquuhm<nt will DOl lave the effect of relcuin1 Lessee from any lability tben:toforc 
acaur:d in favor of the State. 

19. UEN: In acco~ with N.R.C. Section S2.136, the State shall have a fust licn upon all oil and gu p<Oduced from the area covered by thiJ lcue to socW"C payment of all Wlplid royalty 
and otbtr swns of money that may become dne und.er thiJ lease. By acc:epunce of thiJ leuc, Lessee gru>15 the State, in addition to the lien provided by N.R.C. Scctioo S2. 136 and any other 
appliuble statutory lien, on express contnc:tual lien on and security interest in all leased miDerals in and extracted Crom tho leased pmniscs, all proc .. ds which may acctUC to Lessee from the sale 
of sucb leased mineniJ, whether such proceeds arc held by Lessee or by 1 tbircl pany, and aU llxturcs on and hr¥ovemcnts to the: loued pn:miscs used in conoectioa wrth the production or 
processing of such leucd minenls in order 10 socure tbe peyment of all roysltin 01' other &mOIIIIts due or 10 become d"" under thiJ leue a ad 10 Jeeln payment of any damaacs or loss that Lessor 
may suJTcr by ruson of Lesleo's breach of any covmact or condition of this lease, whctber cxpres.s or (Jqllicd. This li.., and security intercst rray be foreclnsed with or withoUI cou.n procecdin&s 
in the l!llllllH providtd In the Title I,~ 9 oftbe Texas BusiDUS and Commtrc6 Code. Lessee agrees that the Cormtissioner rmy n:quirc Lcsscc 1o execute and record such instruments u 
mey be rcuonably necessary to aclalowlcdsc, allach or perfect this lien. Le.ute hcn:by rcprescnts that tbtre are no prior or superior liens arising !lorn and relatin& to Les.scc'sacdvitics upon the 
above-de~~tn'bed property or 11om Lessee's acquisition of this lease. Sbould the Cotmlls.!ioner et any dmc determino that this ropresc:ntation is DOt true, then the Commissioner may declare this 
lcue forfeited as provided herein. 

:tO. FORFEITURE: If Lessee sbsll tllil or retu.e to malce the peymcnt of any suru within thirty (30) days after it becomes due, or If Lessee or an eutbori2td aaent should knowingly rno.ke any 
false return or tll lse report concerning production or drilling, or if Les~ shall fail or relllso to drill any offset well or wells in good faith u n:quircd by law and the rules and n:gulatioas adopted by 
the Commissioner of the Oontral Land Office, or if Lessee sbould fail 10 file reports in the manDCr required by law or wl to coq>ly with rules and regulations prom111pted by the Ocoerel Laod 
Office, the School Land Board, or the JUilroad Commission, or n:fu.sc the proper autbority ..:cess to the records porUinina to operations, or if Le.uec or an eltlborizcd aseot should lalowin&Jy wl 
or n:fusc to Jive correct infonratloo to the proper authority, or lcnowingly &il or n:fu.sc to tllmUh the Gene rei Laod Oflke a com:ct lo& of any well, or if Lessee sballlcDowin!lly violate any of the 
material provisions of thiJ lease, or if this leue u usigncd and the wignmcnt is not filed in the Gtoeral Unci Office u n:quired by law, the rights acquired uod.cT 

this ltue shan be subject to forfeit= by the Commissioner, and he shall forfeit~ when sufl\ciently informod of the !.acts which authorize a forfeuun:, and 10hcn forfeited the an:a shall again 
be subject tO lease to the bigbest bidder, under the .same n:gulations controlling tbe original sale of IC3ses. However, oothioa bcrcin shall be construed u waiving the automatic termination of this 
lease by opcntion of law or by reason of any special limitation arising hcn:undcr. Porfeitwu rmy be set aside and this kuc and all rfahts thereunder n:instated before the rights of anotber 
iolcrvcne upon satisf&etory cvidoooe to the Commissiorter of the Oen<nl Land Office of futuro C0!11lliance with the provisions of the law and of this leue and tbe rules and reaulations that may be 
otlopted relative hereto. 

1 1. RIVERBED TRACTS: In the event this lease covers a riverbed, Le.uce is hcn:by speci!icelly aranted the right of eminent domain and condemnation u proviclcd for io N.R.C. Scctioos 
S2.092·S1.093, u 1 pan of the consideration rooving 10 Lessor for the covcnanta hen: in made by Lessee. 

11. APPLICABLE LAWS AND DR1.LLINC RESTRlCTlONS: This loue sblll be subjc<:tiO oD rules aod n:gulations, aod arnondmcnts then: to, promulpted by the CommisJiooer of the 
Gcnonl Land Ollloe anvemios drilling aod producing opcration.s on Permaoe01 Free School Land (spccific:aDy includio& aoy rules prom.llpted that relate 10 plans of operations), payment of 
royalties, and audlting pn>ecdun:s, and shall be subject to all other valid statutes, rules, reauJations, orckn and ordinances that may affect operations und.er the provisioos of this lease. Witboul 
limitin& the gcneraUty of the foresoinJ, Lesoec hereby agrees, by the acc:cptancc of this lease. to be bound by and subject to aD stalUIOI)' and l"(gulatory provisions relatin& to the General Land 
Office's audit bill ina ooticc and audlt h<arin&s procedures. Said provisioos an: CWTCDIIy found at 31 TeJW AdrrOnistrative Code, Chapter 4, and Tc.u.s N&nnl ~=cs Code Sections S2. us 
aod S2.137 tbrougb S2.140. In the evoot thiJ lease covers land lftncbised or leased or olbcrwisc used by 1 oaviptioo district or by the United States for the purpo~ ofosviption or other purpose 

4 

SEP 0 3 2008 

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



·. 
Do·= 
00202273 

Bk 
RP 

Vol 
1 1 41 

pg 
198 

incfdent lo the oper11don of a port, !ben Lessee shall not be entitled 10 enler or possess such land wilbout prior opproval as provided under Section 61.117 of !be Tc:us War.u Code, bUI Lessee •hall 
be entitled Ul develop sucb land for oil and ps by directional drillins; provided, however, !hal no surillce drilling location may be nearer !han 660 feel and special permission from !be 
Commissioner of !be General Land Ofllee is necessary to make any surface location nearer !han 2,160 feet measured alright angles from !be nearest bullchead line or from !be nearest dredged 
bollom edge of any channel, slip, or Nming buin which has been awborized by !be United Stales as a fedc111l pl'Qiect for 1\nun: construction, whicbever is oum-. 

13. REMOVAL OF EQUIPMEI'IT: Upon lhe cmninatioo of !his lease for anycause,I.Msce shall no~ in any even~ be permined ro rtmove the casing or any part of !be equipment from any 
producinx, dry, or abandoned weD or well.t wilbout lhe wrineo conseot of !be CornmisJioner or !be General Land Office or his authorized representnive; nor shall Lessee, wilbou1 the wrinen 
consent of said Colmlissioner or his autho.Ued representative remove from !be loased premises the casing or any olber equipmen~ malcrial, machinery, appliances or property owned by Lessee 
and used by Lessee in !be development and production of oil or gas !here from wuilall dry or abondooed wells have been pluned and until all slush or refuse pits have been properly filled and oll 
broken or discarded lumber, machinery, or debris shall have been removed from !be premises 1o lhc satisfaction of lbe said Commissioner or his authorized representative. 

14. FORCE 1'>1AJEURE: Should Lessee be prevented ftnm colll'lying wilh any c><pr<Ss or in1llicd covenant of !his kose, from coaducting drilling operations !hereon, or ftom producing oil 
and/or gu lbereftnm, afu:r efl'on made in good faith, by reason of war, rebellion, riots, suil:es, fll'CS, acts ofOod or any order, rule or regulation of aovernmentalautbority, !ben whik so prevented, 
Lessee's obligation 1o cn"l'lY with such covenant shall be suspended upon proper ;and satisf>ctory proof presented 1o the Commissioner of lbe Gene111l Land Office in support of ussec's 
contention and Lessee shall not be liable for damages for failun: to ~ly tbeTcwith (except in the event of lease ope111tions suspended ;u provided in lhc: rules and regulations adopled by lbe 
School Land Board); and !his lease shall be •~tended whl1e and so long as Lcme is prevented, by any such cause, from drilling. reworlcing ope111tions or producing oil and/or gas from lbc leased 
premises; provided, however, lhll nolhing herein shall be consiNtd to suspeod the payment of rentals during lbe prirr&ry or e~lcnded term, nor 10 abridge Lessee's right to a suspension under any 
applicable staiUIC of Ibis Stall:. 

15. LEASE SECURITY: L.essce shall lake !be highest degree of care and all proper safeguards to pro~t said premises and 10 preventlhc:ft of oil, gas, and olber bydrocart>oos produced from 
said lease. Tbi, includes, bw is not limited to, lbe insr.Uation of all necessary equipmen~ seals, loc4 or olhcr appropriate protective devices on or at all access points at the lase's production, 
galhering and storage systetN where !heft of hydrocarbons can occur. LHscc shaD be liable for the loss of111y bydrocart>oos resulting ftnm theft end shall pay the Sr.te ofTe.w~ royalties lbereon 
as provided herein on an oil, gao or other hydrocarbons lost by reason of then. 

16. REDUCTION OF PAYMENTS: If, during lhe primary lcrm, a portion oflhe land covered by Ibis lea~• is included wilhin the boundaries of a pooled unillhat has been approved by the 
School !.and Board in accordance wilh Natunl Resources Code Sectioos Sl.lSl-52.153, or if, .at any lime a1ltr the expiration nflhc: prinury tom or !be utended term, Ibis lease oovcrs a lesser 
nwnbcr of acres !han the total amount dcscnbed bcrein, payments !hat ~ made on a per acre basis hereunder shall be reduced according to !be nunober of acres pooled, released, surreodercd, or 
olberwise severed, so !hal payments dclennincd on a per acre buis under !be ltnm oftbis lease during lhe primuy tom shall be calculated based upon the nwrbcT of IICTCS outside the boundaries 
ofa pooled uni~ or, if a.ft.cr the expiration of the prin».ry ltnn, the nwti>er ofacres actually retained and covered by this lease. 

11. SUCCESSORS AND ASSIGNS: 11lC covenants, conditions and agrecmenu contained herein sbaU extend 10 aod be binding upon the heirs, executor$, administrators. successors or 
assigns of Les.,.e bercin. 

18. ANTIQUITIES CODE: ln !be event that any feature ofan:bcological or historical inltrc.SI oo Permanent School Fund Land is cncounlcred during the activities aulho.Ucd by Ibis lease, 
Lessee will immediately eeue activities and will immediately notify the Geocrall.and Office (ATTN. Arcbacologis~ Nsel Mana~mt:llt Division, 1700 N. Congress Ave., Austin, Teas 18701) 
and !be Texas Hislarical Commissioo (P.O. Bo~ 12216, Austin, TX 78111) so !hat adequate me" InS may be undertaken 1o pro~t or recover such discoveries or fmdings, as appropriate. Lessee 
is e;qmuly placed on~ of !be National Historic:ol Preservotion Acl of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. HO) and tbe Antiquities Code of Te.us, Cbapter 191 , Tex.. N&L Code 
Ann. (Vernon 1993 &: Supp. 1998). On state-owned land not dc<ticated to !be PeTtlliDCilt School Fund, lessee sbaU notify !be Tc.u.s Historical Commission before breaking gJ'OIIIld ala proj~ 
location. An arcbaeological survey might be required by the commi~n before construc:tioa of lhe project can coownence. Further, in tbe event that any sitt, objcc~ location, ani.l2ct or otber 
feature of arcbaeological. seientilic, educaciona~ cul!UI'Il or bUtoric inlercst is encountered during the occivilics aulborUe by Ibis kase, lessee will immediately notify lessor and !be Te:us 
Historical Commission so that adcqualc meuures may be undertalccn to proiCCI or recover such discoveries or findings, as appropriate. 

19. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby ap-ee !bat venue for any dispute arising out of a provision or Ibis lease, wbelber express or inlllicd. regarding 
inlctprttatioo of lhis lease, or relating in any way 10 !his lease or 10 applicable case law, 5\aMcs, or administrative rules, shaU be in a court of COJt11elCOI jurisdiction located in Travis County, State 
of Texas. 

30. LEASE PILING: Pursuant ro Chapter 9 of lhe Tex.. Bus. & Com Code, !his lease must be filed of record in !be off~ee of the County Cleric in any county in wblcb all or any part of lbe 
leased premises is loea'led, and certified copies thereof must be flied in the Oeotrol Laod Office. The pTC$Cll'bed filing fee shall • =lll'tnY the certified copies scot to !be Oeom.l Land Offiee. 
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31. EXECUTION: ThiJ oil and &as lease must~ signed and acknowledged by the l..essce before it Is filed ofm:ord in the COilllty records and in the Genera'! Land Office of the State ofTexu. 

~P~AT=T_E_R_S_O_N~P~ET_R_O_L_E~UM ___ LP~,_L_IMITED PARTNERSHIP 
LESS~~ 

BY: 
~c-.~A-.~T~a~lh_8_tt ______ __ 

TITLE: ____ ..::c:.:E:.::.. _ _____ _ 

DATE: 9/14/05 

, 
rN TESTIMONY WHEREOF, wimess thcsignarure of the ColllllliJsioner of~Gencrall.an e of the Stall: ofTeus undu the seal of the Gcnerall.aod Office. 

STATE OF TEXAS 
COUNTY 01' SCURRY 

.-. 
} .·. 

,. \ 
~~~'. 

:..,~ 

r . 
t • .) 

(CORI'ORA TION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on thiJ day pcrsonaUy appean:c~, __ C:::...:.. -=.A:..:•c__T::.a=lc=b-=o:..:t::.t=------------

knowo to me 10 be the penon whose name is subscnbed 10 the foregoing instrument, u _ __;C::.;E=.O;::... ____________ ___;of 

P..::a:..:t=-t= e -=r ..::S:..:O::.:n=--=.P..::e:..:t:.:r=-o=l"'e""u"'m"-L=P_,,'--'L....,.,i.,m..,i.,_,t,_,e""'d"-.... P-"aur'"'t""n..,.e..,r_..s .. h._i..,p.._ ____ aod aclcnowledged 10 me that be executed the same 

for tho purposes and considention therein expressed, in the capacity stated, and as the act and deed ofsald~. limi ted partnership, 

Oiven under my band aod seal of office this thc __ ___,l..::4:..:t:..h~..cdaY of September 

NEVA l UFKIN 
Notary Public. ·sute of Taxes 

My Commission Expires 
October 11 , 2009 

STATE OF __________ __ 

COUNTYOP _ _______ __ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

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

known 10 me to be the persoos whose names are subscnbed to the foregoing irutrumcn~ and acknowledged tO me that they elCCII1Cd the 
same for tbc purposes and coMidcr&tion therein exp~ 

Oiven under my land and seal of office this the. ______ .doy of ______________ ~ 20·------' 

Notary Public ill and for _ ___________ _ 
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On: Sel) 19r2005 nt t2:00P 
As a RECORDINGS 

Docu~~ent Hut~ber: 00202273 
AMount 35.00 
ReceiPt Hu.ber - 3~~8 
BYr Tina S Schroeder 

STATE OF TEXAS COUHTY Of GRinES 
I hereb!l cert if!l that this instruaent was 
filed on the date and t i•e staaPed hereon bY .e 
and wns dulY recorded in the volu•e and Pa!e 
or the naMed records or : 

GriMes Count!l 
as staMPed hereon bY •e. 

SeP 19r2005 

David Pasket r Count!l Clerk 
Gr i 11es CountY 

REJVRNTO: 
Patterson Petroleum LP 
Barton Oaks Plaza One - #430 
90 I MoPac South 
Austin, Texas 78746 
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Unit N umber 

Operator Name 

Tax!D: 

0 NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

PA06-41 

3781 

PATTERSON PE TROLEUM LP 

Patterson-Peters No. 5 Unit 

Effective Date 41412006 

Unitized For Oil & Gas 

Unit Term 6 Months Unit Name 

County] Brazos Old Unit Number Inactive S tatus Date 

County 2 

County 3 

Grimes 

RRC District: 03 

Unit Type: Temporary 

State Royalty Interest: 0. 0222159090909 

State Part in Unit: 0.0888636363636 

Well: 

0 

0 

0 

0 

0 

Unit Depth 

Below Depth 

A bove Depth 

0 
0 

Formation: Tnn nf Buda tn Base nfthe Genrf!etmvu 

Participation Basis: SurfocP. AcrP.af!P. 

[If Exclusions Apply: See R emarks] 

MF N umber MF105301 Tract Number 

72.3 1 Total Unit Acres Lease Acres 1320 

Tract Participation: 0.0547727 X 

Lease Royalty 0.25 = Manual Tract Participation: 

Tract R oyalty Participation 0.0136932 
Manual Tract ROJ alty: 

Tract R oyaly Reduction Yes 

Tract Royalty Rate 0.2 

Tract On-Line Date: 1/19/2007 

Friday, May 05, 2006 PA06-41 Unit Number 3781 

L = = = = 0i See R emarkst r---- --ol 

Page I of2 



MF Number MF1 05344 Tract Number 2 

Lease Acres 30 I Total Unit Acres 1320 

Tract Participation: 0.0227273 X 

Lease Royalty 0.25 = Manual Tract Participation: 
Tract Royalty Participation 0.0056818 Manual Tract Royalty: 

Yes Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

0.2 

711912006 ot- ooz 8oq -o 
01 ... 2..t,/R -1~. 0 

MF Number MF106093 Tract Number 

Total Unit Acres 

3 

Lease Acres 15 

Tract Participation: 0.0113636 

Lease Royalty 0.25 

Tract Royalty Participation 0.0028409 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

No 

API Number RRC Number 

I 1320 = 

X 

Manual Tract Participation: 

Manual Tract Royalty: 

Remarks: The state's unit royalty participation will be based on the actual survey of the unit. 

Prepared By: -nr- Prepared Date: 

GLO Base Updated By: ~ .s-~ GLOBose Date: 

RAM Approval By: T~ RAM Approval Date: 

GIS By: GIS Date: 

Mineral Maps By: Mineral Maps Date: 

Friday, May 05, 2006 PA06-41 Unit Number 3781 

L = = = = 0i See Remarks ! ,----o l 

L = = = = 0i See Remarks! ,----o l 

s: c.;- C' (o 

6"--S - {) '=' 
S..-JO-~ 
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Pooling Committee Report 
To: School Land Board 

PA06-41 
Date of Board Meeting: April 4, 2006 

Unit Number: 3781 
Effective Date: 4/4/2006 

Unit Expiration Date: 

Applicant: 

Attorney Rep: 

Operator: 

County 1: 

County 2: 

County 3: 

Unit Name: 

10/4/2006 

PATTERSON PETROLEUM LP 

PATTERSON PETROLEUM LP 

Brazos 

Grimes 

Patterson-Peters No. 5 Unit 

Field Name: Kurten (Buda), Kurten (Georgetown) 

Lease MF Lease Expiration Lease Lease 
~ Number J oyalty Date Term Acres 

UR (;nf= I Ot? OlJ 0.25 

SF MF105301 0.25 7/19/2010 5 years 72.3 

SF MF105344 0.25 7/19/2008 3 years 30 

Lease Acres Royalty 
in Unit Partici(;!ation 

15 0.0028409 

72.3 0.0136932 

30 0.0056818 

A part of the Navasota River is being pooled pursuant to Texas Natural Resources Code 52.076 which gives the 
School Land Board the authority to pool unleased riverbeds and channels . 

SF = State Fee RAL = Relinquishment Act FR = Free Royalty UR = Unleased River 

Private Acres : 

State Acres: 

Total Unit Acres : 

Unit Ty(;!e: Unitized for: 

Temporary Oil & Gas 

Term: 6 Months 

Partici(;!ation Basis : 
1202.7 

Surface Acreage 
117.3 

State Acreage: 8.89% 
1320 

State Unit Royalty: 2.22% 

Well Location: RRC Rules : 
Private Land Special Field Rule 

S(;!acing Acres: 

1320 



Pooling Agreement Number: PA06-41 
REMARKS: 

o Patterson Petroleum, L.P. is requesting 6-month temporary oil and gas 
pooling from the top of the Bud a Formation to the base of the Georgetown 
Formation or its correlative equivalent occurring from 9,455 feet to 9,860 
feet as seen on the MCZ #1 Clearlake Properties well log. 

o The applicant plans on drilling a horizontal well in April this year to test the 
Buda and Georgetown Formations. The proposed total depth is 9,630 feet 
true vertical depth. 

o To compensate the state for lost lease bonus on the unleased Navasota 
River acreage, the applicant has agreed to pay the Permanent School Fund 
$2,250.00 or $150.00 per acre. 

o With approval of the unit the state's unit royalty participation will be 
approximately 2.22%. If the unit well is on-line to sales by July 19, 2006, the 
applicant will earn a reduced royalty to 20% on MF1 05301 and MF1 05344, 
making the state's unit royalty participation approximately 1.83%. The 
state's unit royalty participation will be based on the surveyed unit acreage. 

POOLING COMMITTEE RECOMMENDATION: 

0 The Pooling Committee recommends Board approval of a 6-month temporary oi l 
and gas unit under the above- ated provisions. 

Peter A. Boone - General Land Office 

Vacant - Office of the Governor 

3-22--0IP 

Date: 
3 . .z...z._ ·ora 

Date: 

Date: 
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warranties regarding the accuracy 
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This map is NOT suitable for 

navigational purposes and does 
not purport to depict or establish 

boundaries between private 
and public land. 

Map Compiled By: 
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TERM POOLING AGREEMENT 
PATTERSON PETROLEUM LP 

PATTERSON- PETERS NO. 5 UNIT 
BRAZOS AND GRIMES COUNTIES, TEXAS 

THIS AGREEMENT is entered into by and between the Commissioner of the General Land Office, on behalf of the State 
of Texas, as "Lessor• and Patterson Petroleum LP, herein referred to as "Lessee • , and such other interested part1es 
as may jo1n 1n the execution he r eof, the undersigned parties herein collectively referred to as the •parties•, in 
consideration of the mutual agreements hereinafter set forth and other valuable considerations, the receipt and 
sufficiency of which are hereby acknowledged, and for the purposes and upon the terms and conditions wh1ch follow: 

PURPOSES: 1. 

This Pooling Agreement ("Agreement •) is made for the purposes of conservation and utllization of the pooled 
mineral, to prevent waste, to facilltate orderly development and to preserve correlative rights. To such end, it 
is the purpose of this Agreement to effect equitable participation within the unit formed hereby. This Agreement 
is intended to be performed pursuant to and in compliance with all applicable statutes, decisions, regulations, 
rules, orders and directives of any governmental agency having jurisdiction over the production and conservat1on of 
the pooled mineral and in its interpretatlon and application shall, in all things, be subJect thereto. 

UNIT DESCRIPTION : 2. 

The oil and gas leases, which are included within the pooled unit, are listed on the attached Exhlbit "A", to which 
leases and the records thereof reference is here made for all pertinent purposes. The pooled unlt shall consist of 
all of the lands described 1n Exhibit •e• attached hereto and made a part hereof. A plat of the pooled unit is 
attached hereto as Exhibit "C". 

MINERAL POOLED: 3. 

The m1neral pooled and unitized ("pooled mineral") hereby shall be oil and gas including all hydrocarbons that may 
be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad Commission 
of Texas or other state regulatory agency hav1ng jurisdiction of the drilling and production of oil and gas wells. 
The pooled mineral shall e x tend to those depths under lying the surface boundaries of the pooled unit from the top 
of the Buda Formation to the base of the Georgetown Formation or its correlative equivalent which occurs from 9,455 
feet to 9,860 feet as seen on the log of the MCZ Clearlake Properties No. 1 well (•unitized interval •) . 

POOLING AND EFFECT: 4 . 

The part1es hereto commit all o f their i nterests which are within the unit to the extent and as above described 
into said unit and unitize and pool hereunder the separate tracts described on the attached Exhibit •a• , for and 
during the term hereof, so that such pooling or unitizat1on shall have the following effect: 

(a) The unit, to the extent as above described, shall be operated as an ent1rety for the 
exploration, development and production of the pooled mineral, rather than as separate 
t-racts. 

(b) All drilling operations, reworking or other operations with respect to the pooled mineral 
on land within the unit shall be considered as though the same were on each separate 
tract in the unit. regardless of the actual location of the well or wells thereon, for 
all purposes under the terms of the respective leases or other contracts thereon and t h1s 
Agreement. In the event the unitized area covered by this Agreement 1s ma1ntained in 
force by drilling or reworking operat1ons conducted on a directional well drilled under 
the unitized area from a surface location on adjacent or adjoining lands not 1ncluded 
within the boundaries of the unitized area, such operati ons shall be considered to have 
been commenced on the unitized area when drilling is commenced on the adjacent or 
adjoining land for the purpose of directionally drilling under the unitized area and 
production of oil or gas from the unitized area through any directional well surfaced on 
adjacent or adjoining land or drilling or reworking of any such directional well shall be 
considered production or drilling or rework1ng operations, as the case may be, on the 
unitized area for all purposes under ehis Agreement. Nothing in this Agreement is 
intended or shall be construed as granting to Lessee any leasehold interest, easements, 
or other rights in or w1th respect to any such adjacent or adjo ining land in addition to 
any such leasehold interests, easements, or other rights which the lessee, operator or 
other interest owner in the unitized area may have lawfully acqu1red from the state or 
others. 

(c) Production of the pooled mineral from the unit allocated to each separate tract, 
respectively, as hereinafter provided, shall be deemed to have been produced from each 
such separate tract in the unit, regardless of the actual location of the well or wells 
thereon , for all purposes under the terms of the respective leases or other contracts 
thereon and this Agreement Provided that, if any State Lease described in Exhibit "A" 
attached hereto contains provision 4(E) VARIABLE ROYALTY, and a unit well 1s not located 
on such State Lease and a reduced royalty has not otherw1se been earned, then a reduced 
royalty may be earned by unit production, but lt shall only apply to the acreage included 
within the unit and only for so long and insofar as the acreage remains in a temporary 
unit. At the expiration of the temporary unit the reduced royalty earned by unit 
product1on shall cease unless all or a portion of the acreage is included in a permanent 
unit as approved by the School Land Board. The acreage included within the permanent un1t 
w1ll reta1n the reduced royalty. Acreage outside of the unitized area must earn a reduced 
royalty independently. 

(d) All rights to the production of the pooled mineral from the unit, including royalties and 
other payments, shall be determ1ned and governed by the lease or other contract 
perta1ning to each separate tract, respectively, based upon the product1on so allocat ed 
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to such tract only, in lieu of the actual production of the pooled mineral therefrom. 
Provided that, payments that are made on a per acre basis shall be reduced according to 
the number of acres pooled and included herein, so that payments made on a per acre basis 
shall be calculated based upon the number of acres actually included within the 
boundar1es of the pooled unit covered by this Agreement. 

(e) A shut-in oil or gas well located upon any land or lease included within said unit shall 
be considered as a shut-in oil or gas well located upon each land or lease included 
within said unit; provided, however, that shut-in oil or gas well royalty shall be paid 
to the State on each State lease wholly or partially within the unit, according to the 
terms of such lease as though such shut in oil or gas well were located on said lease, it 
being agreed that shut-in royalties provided in each State lease shall not be shared with 
other royalty owners. 

(f) Notwithstanding any other provision hereof, lt is expressly agreed that each State lease 
may be maintained in force as to areas lying outs1de the unitized area described 1n 
Exhibit "B" only as provided in each such lease without regard to unit operations or unit 
production. Neither production of the pooled mineral, nor unit operations with respect 
thereto, nor the payment of shut-in royalties from a unit well, shall serve to hold any 
State lease in force as to any area outside the un1tized area described in Exh1bit •a• 
regardless of whether the production or operations on the unit are actually located on 
the State lease or not. "Area• as used in th1s paragraph shall be based upon surface 
acres to the end that, except as may otherwise be provided in each State Lease, the area 
ins1de the surface boundaries of the pooled unit, if held, will be held as to all depths 
and horizons. 

(g) If the Railroad Commission of Texas (or any other Texas regulatory body having 
jurisdlction) shall adopt special field rules providing for oil and/or gas proration 
units of less than 1,320 acres, then Lessee agrees to either (1) drill to the density 
permitted by the Railroad Commission, (2) make application to the School Land Board of 
the State of Texas to reform the unit to comply with Railroad Commission un1t rules, or 
(3) make application to the School Land Board of the State of Texas for such remedy as 
may be agreeable to the Board. 

(h) This Agreement shall not relieve Lessee from the duty of protecting the State leases 
described in Exhibit "A" and the State lands within the boundaries of the pooled un1t 
described in Exhibit "B" from drainage from any well Sltuated on pr1vately owned land, 
lying outside the unitized area described in Exhib1t •a•, but, subJect to such 
obligation, Lessee may produce the allowable for the entire unit as fixed by the Railroad 
Commission of Texas or other lawful authority, from any one or more wells completed 
thereon. 

(i) There shall be no obligation to drill internal offsets to any other well on separate 
tracts within the pooled unit, nor to develop the lands within the boundaries thereof 
separately, as to the pooled mineral. 

(j) Should this Agreement terminate for any cause, in whole or in part, the leases and other 
contracts affecting the lands within the unit, if not then otherwise maintained in force 
and effect, shall remain and may be mainta1ned in force and effect under their respective 
terms and conditions in the same manner as though there had been production or operations 
under said lease or contract and the same had ceased on the date of the termination of 
this Agreement. 

ALLOCATION OF PRODUCTION: s. 

For the purpose of computing the share of production of the pooled mineral to which each interest owner shall be 
ent1tled from the pooled unit, there shall be allocated to each tract committed to sa1d unit that pro rata portion 
of the pooled mineral produced from the pooled unit which the number of surface acres covered by each such tract 
and included in the un1t bears to the total number of surface acres included in said unit, and the share of 
production to which each interest owner is entitled shall be computed on the basis of such owner's interest in the 
production so allocated to each tract. 

TAKING ROYALTY IN KIND: 6. 

Notwithstanding anything contained herein to the contrary, the State may, at its option, upon not less than sixty 
(60) days notice to Lessee, requ1re that payment of all or any royalties accruing to the State under this pooling 
or unitization agreement be made in kind, without deduction for the cost of producing, gathering, stonng, 
separating, treating, dehydrating, compressing, process1ng, transporting and otherwise making the oil, gas and 
other products produced hereunder ready for sale or use. 

FULL MARKET VALUE: 7. 

In the event the State does not elect to take 1ts royalty 1n k1nd, the State shall receive full market value for 
1ts royalty hereunder, such value to be determined as follows: 

(a) As to royalty on oil by (1) the highest posted price, plus premium, 1f any, offered or 
paid for oil, condensate, dlstillate, or other l1qu1d hydrocarbons, respectively, of a 
like type and gravity for the field where produced and when run, or (2) the highest 
market price thereof offered or paid for the field where produced and when run, or (3) 
gross proceeds of the sale thereof, whichever is the greater; 
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(b) As to royalty on gas, such value to be based on (l) the highest market price paid or 
offered for gas of comparable quality for the field where produced and when run, or (2) 
the gross price paid or offered to the producer, whichever is the greater. 

(For the purposes of this Agreement "field" means the general area in which the lands covered hereby are located.) 

EFFECTIVE DATE: 8. 

Upon execution by the Commissioner of the General Land Office of the State of Texas this Agreement shall become 
effective as of April 4, 2006. 

TERM: 9. 

Unless this agreement expires earlier pursuant to the terms of the respective leases included as a part of this 
Agreement, or on such other date approved by the School Land Board and mutually agreed to by the undersigned 
part>es, their successors or assigns, this Agreement shall exp1re on October 4, 2006. Nothlng herein shall amend 
or modify Sect1on 52.031 of the Natural Resources Code, or any of the provis1ons thereof, which are contained in 
any State lease, covered by this Agreement. 

STATE LAND: 10. 

Insofar as the royalty interest of the State of Texas in and under any State tract committed to the unit is 
concerned, this Agreement is entered into, made and executed by the undersigned Commissioner of the General Land 
Office by virtue of the authority and pursuant to the provisions of Subchapter E, Chapter 52, of the Natural 
Resources Code, authorizing the same, after the prerequisites, f>ndings and approval hereof, as provided in said 
Code having been duly considered, made and obta>ned. 

DISSOLUTION: 11. 

The unit covered by this Agreement may be dissolved by Lessee, his he1rs, successors or assigns, by an 1nstrument 
f1led for record in Brazos and Grimes Counties, Texas, and a certified copy thereof filed 1n the General Land 
Office at any time after the cessation of production on said unit or the completion of a dry hole thereon prior to 
production or upon such other date as may be approved by the School Land Board and mutually agreed to by the 
undersigned parties, their successors or assigns. 

RATIFICATION/WAIVER: 12. 

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the execution of this 
Agreement by the Commiss1oner shall: (l) operate as a ratification or rev1vor of any State lease that has expired. 
terminated, or has been released in whole or in part or terminated under the terms of such State lease or the laws 
applicable thereto; (2) constitute a waiver or release of any claim for money, oil, gas or other hydrocarbons, or 
other thing due to the State by reason of the existence or failure of such lease; (3) constitute a waiver or 
release of any claim by the State that such lease is void or voidable for any reason, including, w1thout 
limitation, violations of the laws of the State with respect to such lease or failure of considerat1on; (4) 
constitute a confirmation or recognition of any boundary or acreage of any tract or parcel of land in which the 
State has or claims an interest; or (5) constitute a ratification of, or a waiver or release of any claim by the 
State with respect to any violation of a statute, regulation, or any of the common laws of this State. or any 
breach of any contract, duty, or other obligation owed to the State. 

COUNTERPARTS: 13. 

This Agreement may be executed in counterparts and if so executed shall be valid, bind1ng and have the same effect 
as if all the parties hereto actually joined in and executed one and the same document. For recording purposes and 
in the event counterparts of this Agreement are executed, the executed pages, together with the pages necessary to 
show acknowledgments, may be combined with the other pages of this Agreement so as to form what shall be deemed and 
treated as a single original instrument showing execution by all parties hereto. 

IN WITNESS WHEREOF, the parties have executed this Agreement upon the respective dates indicated below. 

Date Executed 

Legal 
Content 
Geology 
Executive 

STATE OF TEXAS 

• • • • • •• • •• 

• • • • • • • • • • • 

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



Date Executed 4/ 17/06 PATTERSON PETROLEUM LP 

By: {?JJZ~ 
Cloyce A. Talbott, CEO 

CERTIFICATE 

I, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a 
meeting of the School Land Board duly held on the 4th day of April, 2006, the foregoing instrument was presented to 
and approved by said Board under the provisions of Subchapter E, Chapter 52, of the Natural Resources Code, all of 
which is set forth in the M1nutes of the Board o~~I am custodian. 

IN TESTIMONY WHEREOF, witness my hand this the day of ~~~~~~~~~-------r-----------------• 2006. 

STATE OF TEXAS 

COUNTY OF --~S:>.:CI..U.IITR'"""-"R:....Y.__ __ _ 

This instrument was acknowledged before me on --~A~p~r~i~l=-~1~7 ____ , 2006, by Cloyce A. Talbott as CEO for Patterson 

Petroleum LP, a Delawa r e 

NEVA BUFKIN 
Notary Public, State of Texas 

My Commission Expires 
October 11 , 2009 

limited partnership on behalf of sa1d partnership. 

4 

Notary 
State 

• • • • • •• • •• 

• • • • • • • • • • • 

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



EXlllBTT "A" 

CffEDULE OF OIL, GAS At D MINERAL LEASE TO BE POOLED 

I. Oil, Gas and Mineral Lease dated December 24, 1975 between Diane Peters, et a t, as lessor and 
Jack E. Havard, as lessee, covering I 008.25 acres, more or less, in Brazos County, Texas, and 
being recorded in Volume 22, Page 435 of the Oil , Gas and Mineral Lease Records, Brazos 
County, Texas. 

2. Oil , Gas and Mineral Lease dated June 8, 2003, as ratified by other owners, between Clear Lake 
Properties, rnc., et a l, as lessor, and Patterson Petroleum LP, Limited Partnership, as lessee, 
covering 700 acres, more or less, in Brazos County, Texas, a Memorandum of which is recorded 
in Volume 5666, Page 295 o f the Official Records of Brazos County, Texas. This lease later 
amended to cover 830 acres, more or less, by Amendment of Oil, Gas and Mineral Lease dated 
Ju ly 22,2004, as ratified by other owners, being recorded in Volume 6190, Page 2 14 of the 
Official Records of Brazos County, Texas. 

3. Oil , Gas and Mineral Lease dated July 22, 2002 between Charles E. Foltin, et al, as lessor and 
Patterson Petroleum LP, Limited Partnership, as lessee, covering 36 1.9 13 acres, more or less, in 
Brazos ounty, Texas and being recorded in Volume 4818, Page 267 of the O ffici al Records of 
Brazos County, Texas. Extensions of said lease being recorded in Volume 6792, page 88, in 
Volume 6792, Page 90 and in Volume 6866, Page 15 of the Official Records of Brazos 
County, Texas. 

4. Oil and Gas Lease o. M-1 05344 dated Jul y 19,2005 between The State ofTexas, as lessor, and 
Patterson Petroleum LP, Limited Partnersh ip, as lessee, covering 30 acres, more or less, in 
Brazos and Grimes Counti es, Texas. 

5. Oil and Gas Lease No. M-1 05301 dated July I 9, 2005 between The tate of Texas, as lessor, and 
Patterson Petroleum LP, Limited Pa11nership, as lessee, covering 72.3 acres, more or less, in 
Brazos and Grimes Counties, Texas. 

6. Term Pooling Agreement Pursuant to T RC § 52.076 by and between The State of Texas and 
Patterson Petrol eum LP, Limited Partnership dated , and covering 15 acres, 
more or less. 

• • • ••• • • • • • • • • • • • • • • • • • •• •• • • • • • • • • • • • • • • • • • •• • • • • 
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EXl liB IT "B" 

DESCRfPTlON OF PATTERSO PETROLEUM-PETER 0. 5 U IT** 

1320 acres, mo re or less, out of the Perfecto Diaz Survey, A- 1 06, Brazos County, Texas, and the J. R. 
Gaines Survey, the Wm Peterson Survey, A-382 the Andrew Briscoe Survey, A- 116, and the Richa rd 
Lamb urvey, A-305 in Brazos and Grimes Counties, Texas, being comprised of the following tracts of 
land : 

T r. I: The southwesterly 685 acres, more or less, out o f that certain Oil, Gas and Mineral Lease dated 
December 24, 1975 between Diane Peters, el al, as lessor and Jack E. Havard, as lessee. covering 
I 008.25 acres, more or less, in Brazos County, Texas, and be ing recorded in Volume 22, Page 
435 of the Oil, Gas and Mineral Lease Records, Brazos County, Texas. 

Tr. 2: 125 acres, more or less, out of the northeast one-half that certain Oil , Gas and Mineral Lease 
dated Ju ly 22, 2002 between Charles E. Follin, et al, as lessor and Patterson Petroleum LP, 
Limited Partnership , as lessee, covering 361.913 acres, more or less, in Brazos County, Texas 
and being recorded in Volume 48 18, Page 267 ofthe Official Records of Brazos 
County, Texas. 

T r. 3 : 392.7 acres, more or less, out of the northeast portion of that certain Oil, Gas and Mineral Lease 
dated June 8, 2003 between Clear Lake Properties, lnc., et al, as lessor, and Patterson Petroleum 
LP, Limited Partnership, as lessee, as amended, covering 830 acres, more or less, in Brazos 
County, Texas, a M emorandum of which is recorded in Volume 5666, Page 295 of the Official 
Records of Brazos County, Texas. 

Tr. 4: All of the land covered by Oil and Gas Lease o. M-105344 dated July 19, 2005 between The 
State of Texas, as lessor, and Patterson Petro leum LP, Limited Partnership, as lessee, covering 
30 acres, more or less, in Brazos and Grimes Counties, Texas. 

Tr. 5: All of the land covered by Oil and Gas Lease o. M-105301 dated July 19 2005 between The 
State ofTexas, as lessor, and Patterson Petro leum LP, Limited Partnership, as Jessee, covering 
72.3 acres, more or less, in Brazos and Grimes Counties, Texas. 

Tr. 6: All of the land covered by Term Pooling Agreement Pursuant ToT RC §52.076 by and between 
The S tate of Texas and Patterson Petroleum LP Limited Partnership dated , and 
covering 15 acres, more or less. 

**To be more formall y described by surveyor after the drilling of the Patterson Petroleum-Peters o. 5 
Well and after the exact determination of the lateral lengths reached in such well , all in accordance with 
Field Rules of the Kurten (Buda/Georgetown) Field . The above described 1320 acre Unit pre-supposes 
that a lateral length of 10,000 rl. is reached in sa id well. 

• • • ••• • • • • • • • • • • • • • • • • • •• •• • • • • • • • • • • • • • • • • • •• • • • • 
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Unit Number 

Operator Nam e 

Tax!D: 

DO NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

PA06-41 

3 781 

PATTERSON PETROLEUM LP Effective Date 414/2006 

Unitized For Oil & Gas 

Unit Term 6 Months Unit Nam e 

County] 

Patterson-Peters No. 5 Unit 

Brazos Old Unit 1 umber Inactive Statu Date 

County 2 Grime 

County 3 

RRC District: 03 

Unit Type: Temporary 

State Royalty Interest: 0. 0222159090909 

State Part in Unit: 0.0888636363636 

Well: 

0 

0 

0 

0 

0 

Unit Depth 

Below Depth 

Above Depth 

0 
0 

Formation: Tnn nf Buda tn Base nftltP rrenrf!etnJV/1 

MF Number MF105301 

Lease Acres 72.3 

Tract Participation: 0.0547727 

Lea e Royalty 0.25 

Tract Royalty Participation 0.0136932 

Tract Royaly Reduction Yes 

Tract Royalty Rate 0.2 

Tract On-Line Date: 1/19/2007 

Participation Ba is: Surface AcrPaf!P 

flf Exclusions Apply: See Remark j 

Tract Number 

I Total Unit Acres 1320 

X 

= Manual Tract Participation: 

Manual Tract Royalty : 

t' 

Friday, May 05, 2006 PA06-41 Unit Number 3781 

L = = = = 0i See Remarks~ r ----o l 

Page I of2 



MF Number 

Lease Acres 

MF105344 Tract Number 2 

30 I Total Unit Acres 1320 = 
Tract Participation: 0.0227273 X 

Lease Royalty 0.25 Manual Tract Participation: 
Tract Royalty Participation 0.0056818 Manual Tract Royalty: 

Yes Tract Royaly Reduction 

Tract Royalty Rate 0.2 

Tract On-Line Date: 7/19/2006 

MF Number MF106093 

Lease Acres 

Tract Participation: 0.0113636 

Lease Royalty 

ol- oo? Go"' 
o I .- 2~ o· I 8 - I$, . 0 

Tract Number 3 

15 I Total Unit Acres 1320 = 

X 
0.25 Manual Tract Participation: 

Tract Royalty Participation 0.0028409 
Mtmual Tract Royall): 

Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

No 

0 ~~;, '-' .. .., 

0 ..,.;~ ... -,.)' 

API Number RRC Number 

Remarks: The stale's unit royally participation will be based on the actual survey of the unit. 

Prepared By: Prepared Date: 

GLO Base Updated By: GLOBose Dare: 

RAM Approval By: RAM Approval Date: 

GIS By: GIS Date: 

Mineral Maps By: Min eral Maps Date: 

Friday, May 05, 2006 PA06-41 Unit N umber 3781 

L = = = = Oi See Remarksl ,----0, 

L = = = = 0i See Remarksl , ----0, 
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Pooling Committee Report 
To: School Land Board 

PA06-41 
Date of Board Meeting: April 4, 2006 

Unit Number: 3781 
Effective Date: 4/4/2006 

Unit Expiration Date: 

Applicant: 

Attorney Rep: 

Operator: 

County 1: 

County 2: 

County 3: 

Unit Name: 

10/4/2006 

PATTERSON PETROLEUM LP 

PATTERSON PETROLEUM LP 

Brazos 

Grimes 

Patterson-Peters No. 5 Unit 

Field Name: Kurten (Buda), Kurten (Georgetown) 

Lease MF Lease Expiration Lease Lease 
!.YQ.g Number Joyalty Date Term Acres 

UR (/nP ! OiP 073 0.25 

SF MF105301 0.25 7/19/2010 5 years 72.3 

SF MF105344 0.25 7/19/2008 3 years 30 

Lease Acres Royalty 
in Unit ParticiQation 

15 0.0028409 

72.3 0.0136932 

30 0.0056818 

A part of the Navasota River is being pooled pursuant to Texas Natural Resources Code 52.076 which gives the 
School Land Board the authority to pool unleased riverbeds and channels. 

SF =State Fee RAL = Relinquishment Act FR = Free Royalty UR = Unleased River 

ParticiQation Basis: 
Private Acres : 1202.7 

Surface Acreage 
State Acres: 117.3 

State Acreage: 8.89% 
Total Unit Acres: 1320 

State Unit Royalty : 2.22% 

Unit Type: Unitizep for: 

Temporary Oil & Gas 

Term: 6 Months 

Well Location: 

Private Land 
RRC Rules: SQacing Acres: 

Special Field Rule 1320 



REMARKS: 
Pooling Agreement Number: PA06-41 

o Patterson Petroleum, L.P. is requesting 6-month temporary oil and gas 
pooling from the top of the Bud a Formation to the base of the Georgetown 
Formation or its correlative equivalent occurring from 9,455 feet to 9,860 
feet as seen on the MCZ #1 Clearlake Properties well log. 

o The applicant plans on drilling a horizontal well in April this year to test the 
Buda and Georgetown Formations. The proposed total depth is 9,630 feet 
true vertical depth. 

o To compensate the state for lost lease bonus on the unleased Navasota 
River acreage, the appl icant has agreed to pay the Permanent School Fund 
$2,250.00 or $150.00 per acre. 

o With approval of the unit the state's unit royalty participation will be 
approximately 2.22%. If the unit well is on-line to sales by July 19, 2006, the 
applicant will earn a reduced royalty to 20% on MF105301 and MF105344, 
making the state's unit royalty participation approximately 1.83%. The 
state's unit royalty participation will be based on the surveyed unit acreage. 

POOLING COMMITTEE RECOMMENDATION: 

0 The Pooling Committee recommends Board approval of a 6-month temporary oil 
and gas unit under the above- ated provisions. 

Peter A. Boone - General Land Office 

Vacant- Office of the Governor 

3 - 22..-00 

Date: 
3 . .z.z. ·010 

Date: 

Date: 
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TERM POOLING AGREEME T P RSUA T TO T 'RC § 52.076 
STATE OFTEXAS / PATTERSO PETROLEUM LP 

PATTERSO -PETERS 0. 5 U IT 
M-106093 

BRAZOS AND GRIM ES COUNTIES, T EXAS 

THIS AGREEME T ("Agreement") is made and entered into effective the 4th day of April 2006, by and between the 
Commissioner of the General Land Office of the State ofTexas ("State''), and Patterson Petroleum LP ("Panerson"). 

WITNESSETH THAT: 

WHEREAS, the State owns the minerals under approximately 15 acres of the avasota River contained within the 
boundaries of the approximately 1,320-acre, Patterson-Peters o. 5 Unit ("Unit"), said 15 acres hereinafter referred to as the 
("unleased interest''); and 

WHEREAS, pursuant to Texas Natural Resources Code § 52.076(a)(4), the School Land Board has authority to pool 
unleased riverbeds and channels owned by the State; and 

WHEREAS, Patterson and the State desire to pool the above-referenced unleased interest into said Unit; and 

WHEREAS, The School Land Board at its regular meeting on April4, 2006 determined that pooling said unleased interest 
as to oil and gas !Tom the top of the Buda Fom1ation to the base of the Georgetown Fom1ation as described on Exhibit "2" for a term 
of six months is in the best interest of the State. 

OW, THEREFORE, in consideration of the payment of S2,250.00 to the State and of the mutual agreements hereinafter 
set forth and together with other valuable consideration, the receipt and sufficiency of which are hereby acknowledged and confessed, 
and for the purposes and upon the terms and conditions contained herein, the panics hereto agree as follows: 

I. This Agreement is entered into pursuant to the authority granted in Chapter 52, of the Texas atural Resources 
Code and Chapter 9 of Title 31 of the Texas Administrative Code and is intended to be perfom1ed pursuant to and in compliance with 
all applicable statutes, decisions, regulations, rules, orders and directives of any governmental agency having jurisdiction over the 
production and conservation of minerals !Tom the Unit and in the interpretation and application hereof this Agreement shall be, in all 
things, subject thereto. 

2. The State and Patterson agree that nothing herein shall be construed as granting a leasehold interest to Patterson 
in the unleased interest, but rather this Agreement affects a contractual pooling of interests with the respective rights and duties of the 
parties defined in paragraph 3, below. 

3. The rights and duties of the State and Patterson with respect to the State's unleased interest within the 
boundaries of the Unit shall be established, governed and controlled by the terms, conditions and covenants contained in Exhibit 
"I" and Exhibit "2" attached hereto and incorporated herein, wherein the State shall be considered the Lessor and Patterson the 
Lessee and the State shall receive its share of unit production in the form of a royalty as provided in Exhibit" I" and allocated to 
the State as provided in Exhibit "2" with no obligation to the State for operating costs of any kind, including but not limited to 
exploring, drilling, equipping, completion, treating, transporting, marketing, plugging, abandonment or restoration. 

4. This Agreement is for a term of six months from the effective date and shall expire on October 4, 2006, 
unless it is dissolved earlier as approved by the School Land Board and mutually agreed to by the undersigned parties, their 
successors or assigns. 

5. Inasmuch as the parties may not be able conveniently to execute one original hereof, it is agreed that a 
counterpart hereof may be executed by each party to this Agreement, each of which shall be considered an original, and all of said 
counterparts shall be construed together as one instrument. 

6. The tem1S and provisions hereof shall extend to and be binding upon the heirs, legal representatives, successors, 
and assigns of the parties hereto. 

7. This Agreement is to be pcrfom1ed in the State of Texas, and the substantive laws of the State of Texas will 
govern the validity, construction and enforcement of this Agreement. 

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



I WITNESS WHEREOF, the panics have executed thts Agreement upon the respective dates mdtcatcd belo\\ . 

Date Executed f\?ri \ ~,~O\p STATE OF TEXAS 

legal t_ 
gcol. 
cont. 

exe:fr 

Date Executed __ 4..!-L-/ "'-1 !-.7 ,_/ 0"-6"----- PATTERSO PETROLEUM LP 

B~{;4~ 
Cloyce A. Talbott, CEO 

STATE OF TEXAS 

COU TY OF __ S_C_U_RR_ Y ____ _ 

Thts mstrumem was acknowledged before me on April 17 , 2006, by Cloyce A. Talbott as CEO of Patterson 
Petroleum LP, a Delaware limited panncrship on behalf of said pannership. 

NEVA BUFKIN 
Notary Public, State of Texas 

My Commission Expires 
October 11 • 2009 

CERTIFICATE 

I, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby cenify that at a meeting of the 
School Land Board duly held on April 4, 2006, the foregoing instrumem was approved by said Board under the provisions of 

Choptoc 52 of <h< NO<ocol R"o"""' Cod< oil of whloh ;, "'Bfjt M '""'"' of <h< Booed o~ wh loh I om '"'""''"· 

I TESTIMO Y WHEREOF, witness my hand this the day of , 2006. 

2 
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§52.076 Form 
RevisciJ 3/04 

EXHIBIT ' 1" 

I. RE ERVATION AND GRANT: There is hereby excepted and reserved to Lessor !he full use of !he property covered hereby and all nghiS wilh respect to !he surface and subsurface !hereof 
for any and all purposes except !hose granted to Lessee. being the right to e•plore for, dnll and produce the pooled mineral from !he pooled area. and Lessor further reserves !he righiS of ingress 
and egress and use of sa1d lands by Lessor and liS mineral lessees. for purposes of exploring for and producing !he minerals and zones wh1ch are not covered by !his Agreement All of !he righiS 
in and to the pooled area rc1ained by Lessor and all of the righiS in and to !he pooled area granted to Lessee herein shall be exercised m such a manner !hat neilher shall unduly interfere with !he 
operations of the other. 

2. PROOliCT IO ROYAL Tl ES: Upon production of the pooled mineral Lessee agrees 10 pay or cause to be paid to the Commissioner of the General Land Office in Austin. Texas. for !he 
use and bencfil of 1he S1a1c ofTexas. during I he term hereof: 

(A) OIL: As a royally on oil, which is defined as including all hyd.rocarbons produced in a liquid form at !he moulh of the \\ell and also all condensate, disullate. and olher liquid 
hydrocarbons recovered from oil or gas run tl1rough a separator or other equipment. a.s hereinafter provided, 1/4 part of !he gross production or !he markel value !hereof. at !he option of tl1e 
Lessor, such value to be detcm1ined by I) tl1e highest posted price, plus premium. if any. offered or paid for oil, condensa1c, distillate, or other liquid hydrocarbons, respectively, of a like type and 
gravity in the general area where produced and when run, or 2) the highest market price tl1creof offered or paid in !he general area where produced and when run, or 3) tl1e gross proceeds of tl1e 
sale thereof, whichever is tl1c greater. Lessee agrees tlmt before any gas produced from the land hereby pooled is sold. used or processed in a plant, it will be run free of cost to Lessor lhrough an 
adequate oil and gas separator of conventional type or otl1er equipmenl at least as efficiemto the end that all liquid hydrocarbons recoverable from !he gas by such means will be recovered Upon 
wriucn consem of Lessor. the requirement that such gas be run tllfOugh such a separator or other equipment may be waived upon such tcmlS and conditions as prescnbed by Lessor. 

(B) NON-PROCES EO GAS: As a royally on any gas (including flared gas), which is defined as all hydrocarbons and gaseous subs1anccs 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 pi am for the extraction of gasoline, liqu1d hydrocarbons or other produciS) 1/-1 part of the gross 
production or the market value thereof. at the option of tl1e Lessor, such value to be based on tl1e highest market price paid or offered for gas of comparable quality in the general area where 
produced and when run, or the gross price paid or offered to the producer. whichever is greater provided that the maximum pressure base in measuring the gas under !his agreement contract shall 
not at any time exceed 14.65 pounds per square inch absolute. and the slandard base 1Cn1)erature shall be sixty (60) degrees Fahrenheit. correction to be made for pressure according 10 Boyle's 
Law. and for specific gravity according to test made by the Balance Me !hod or by !he most approved method of testing being used by !he industry at !he time oftesung 

(C) I' ROC ES EO GA : As a royally on any gas processed in a gasoline plant or other plant for !he recovery of gasoline or olher liquid hydrocarbons. 1/-1 part of !he residue gas and tl1e 
liquid hydrocarbons extracted or 1he markel value thereof. at the option of the Lessor. All royalties due herein shall be based on one hundred percenl (100%) of !he 1o1al plan! produclion of 
residue gas an.ribulable 10 gas produced from !his agreemcm, and on fifty percent (50%) or !hat percent accruing 10 Lessee, whichever is !he greater, of the total plant production of liquid 
hydrocarbons. auributable to the gas produced from this agreement; provided !hat if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or iiS parent. subsidiary or 
affiliate) owns an imercst, tl1en tl1e perccn1age applicable to liquid hydrocarbons shall be fifty percent (50"/e) or !he highest percent accruing to a third party processing gas lhrough such plant 
under a processing agreement negotiated at amlS'Ienglh (or if there is no such tl1ird party, !he highest percent !hen being ~cified in processing agrecmeniS or contraciS in !he mdustty). whichever 
is the grcalcr. The respective royalties on residue gas and on liquid hydrocarbons shall be detcm1incd by I) 1hc highest market price paid or offered for any gas (or liquid hydrocarbons) of 
comparable quality in the general area or 2) tl1e gross price paid or offered for such residue gas (or !he "c•ghted average gross selling pnce for !he respective grades of liquid hydrocarbons), 
whichever is Jhe greater. In no evem. however, shall the royalties payable under this paragraph be less than tl1e royalties which would have been due had the gas not been processed. 

(0) OTHER I' ROD CTS: As a royalty on carbon black. sulphur or any other produciS produced or manufactured from gas (excepting liquid hydrocarbons) whctl1cr said gas be 
"casinghead," "dry" or any otl1er gas, by fractionating. burning or any olher processing, 1/4 part of gross production of such produciS, or the market value !hereof. at the option of Lessor. such 
market value to be detem1incd as follows: 

(I) On tl1e basis of the highest market price of each product, during tl1e same month in which such product is produced, or 
(2) On the basis of the average gross sale price of each product for the same momh in which such produciS are produced; whichever is tl1e greater. 

(E) NO DEO CTI ONS: Lessee agrees !hat all royalties accruing to Lessor under this agreement shall be without deduction for the cost of producing. transporting, and otherwise mal..ing 
tl1e oil, gas and olher produciS produced hereunder ready for sale or usc. 

(F) ROYA L TV I Kl ' 0 : Nolwilhstanding anytlling con~ained herein to the contrary, Lessor may. at iiS option. upon not less !han 60 days notice to Lessee. require at any time or from 
time to time that paymenl of all or any royalties accruing 10 Lessor w1der this agreement be made in kind withoul deduction for the cost of producing. galhering. s1oring, separating, treating. 
dehydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or usc. Lessor's right to take iiS royally in kind shall 
not diminish or negate Lessor's righiS or Lessee's obligations, whether express or implied, under !his agreemcm. 

(G) PLANT F EL At 0 REC YC LED GAS: No royally shall be payable on any gas as may represent this agreement's proportionate share of any fuel used to process gas produced 
herew1dcr in any processing plant. Notwiths~anding anylhing conlaincd herein to !he contrary. and subJeCt to tl1e consentm writing of !he Commissioner of !he General Land Office. Lessee may 
recycle gas for gas lift purposes on tl1e pooled area after the liquid hydrocarbons contained in !he gas have been rcnlO\Cd, and no royalues shall be payable on !he gas so recycled unul such time 
as the same 1my tl1creaftcr be produced and sold or used by Lessee in such manner as to emiLie Lessor to a royally !hereon under !he royally provisions of this agreement 

(H) MINIM Ui\ 1 ROYAL TV: The royalties paid 10 Lessor each year in no event shall be less than $5.00 per acre pooled; otl1erwisc, there shall be due and payable on or before tl1e last 
day of the nlOIIlh succeeding tlte anniversary date of first production a sun1 equal to $5.00 per acre pooled less the an10w11 of royalties paid during !he preceding year. 

3. ROYA L TV PA Yl\1 ENTS A ' 0 REI'ORTS: All royallies not 1aken in kind shall be paid to !he Conunissioncr of !he General Land Office at Austin. Tc,as. in !he following manner: 
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently pro\idc !hat royally on otl is due and must be received in !he 
General Land Office on or before !he 51h day of the second n10nth succeeding !he month of production, and royalty on gas IS due and musl be received in !he General Land Office on or before !he 
15th day of the second 1110111h succeeding the n10nth of production, accompanied by the affidavit of !he owner, manager or other authorized a gem, completed in tl1e form and manner prescribed by 
1he General Land Office and showing lhe gross an10un1 and disposition of all oil and gas produced and tl1c market value of !he oil and gas. togelhcr witlt a copy of all docunlCniS, records or 
reportS confim1ing !he gross production. disposition and markc1 value including gas meter readings. pipeline receipiS, gas line rcceipiS and other checks or nlCmoranda of an10un1 produced and put 
into pipelines, tanks. or pools and gas lines or gas storage, and any olhcr reportS or records which !he General Land Office may requ1re to verify !he gross production. disposition and market 
value. In all cases the authori ty of a manager or agent to act for !he Lessee herein must be filed in !he General Land Office. Each royalty paymem shall be accompanied by a check stub, 
schedule. swnmary or olher remittance advice showing by the assigned General Land Office lease nunlber the amount of royalty being pa1d to each lease number. If Lessee pays his royally on or 
before thirty (30) days after the royally paytllCnt was due. then Lessee owes a penally of 5% on the royally or $25.00, whichever is greater. A royally payment which is over lhiny (30) days late 
shall accrue a penally of I 0% of tl1e royally due or $25.00 whichever is greater. In addition to a penalty. royallics shall accrue interest at a rate of 12% per year; such interest will begin accruing 
when the royalty is sixty (60) days overdue. AffidaviiS and supporting docunlCniS which arc not filed when due shall incur a penally in an amount set by the General Land Office administrative 
rule which is effective on the date when the affidaviiS or supporting documeniS were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescnbed by !he 
due date provided herein. Paymem of the delinquency penally shall in no way operate 10 prohibit !he Slate's right of forfeiture as provided by law nor act to postpone !he date on which royalties 
were ongmally due. Tile above penalty provisions shall not apply in cases of title dispute as to !he Slate's portton of !he royally or 10 !hat portion of !he royalty m dispute as to fair market value. 

4. {A) RE ERVES, CONTRACTS A D OTHER RECORDS: Lessee shall annually fun1ish !he Conunissioner of the General Land Office 'vilh iiS best possible cslimalc of pooled mineral 
reserves underlying the pooled area and shall fun1ish said Commissioner with copies of all contraciS under which gas is sold or processed and all subsequem agrcenlCniS and amendtneniS 10 such 
comraciS within lhirty (30) days after entering inlo or making such contraciS. agrcenlCniS or anlCndmeniS. Such contraciS and agreemcniS when received by tl1c General Land Office shall be held 
in confidence by the General Land Office unless olhcrwise authorized by Lessee. All other contraciS and records pel1llining to !he production. trat1Spol1lllion. sale and marketing of the pooled 
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mineral produc~d from the pooled area, including the books and accounts. receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examination by the Commissioner of the General Land Office. the Anomey General, the Governor, or the representative of any ofthcnt 

(ll) DRILLI NG RECO RDS: Wrincn notice of all operations on the pooled unit shall be submincd 10 the Commissioner of the General Land Office by Lessee or operator five (5) days 
before spud date, workover, re-cmry, temporary abandonment or plug and abandonment of any unit well or wells. Such wrinen notice 10 the General Land Office shall include copies of Railroad 
Commission fomlS for application to drill. Copies of well tests, completion repons and plugging repons shall be supplied to the General Land Office at the time they are filed with the Texas 
Railroad Commission. Lessee shall supply the General Land Onicc with any records, memoranda, accounts, reportS, cunings and cores. or other infoml3tion relative 10 the operation of the 
above-described premises. which n1ay be requested by D1c General Land Onice. in addition 10 those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey 
n1adc on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the unit and shalllr.lnsmit a true copy of the log of each survey on each well to 
D1c General Land Onicc within fifteen (IS) days after the nl3king of said survey. 

(C) PENAL T l ES: Lessee shall incur a penalty whenever repons, documents or other nl3terials are not filed in the General Land Onice when due. TI1e penalty for late filing shall be set 
by the General Land Onice administrative rule which is effective on the date when the materials were due in the General Land Onice. 

5. OFFSET WELL : If the pooled mineral should be produced in commercial quantities from a well located on land privately owned or on Stale land leased at a lesser royalty, which well is 
within one thousand ( 1,000) feet of the area included herein, or which well is draining the area covered by this agreement, the Lessee shall, within sixty (60) days after such initial production from 
the draining well or the well located within one thousand (I ,000) feet from the area covered by this agreement begin in good faiD1 and prosecute diligently Dte drilling of an offset well on Dte area 
covered by this agrccmcru, and such offset well shall be drilled to such depD1 as may be necessary 10 prevent the undue drainage of the area covered by this agreement, and the Lessee, manager or 
dri ller shall usc all means necessary in a good faiD1 effon 10 n1ake such offset well produce oil and/or gas in commercial quantities. Only upon the de1cm1ination of the Conunissioner and with his 
wriucn approval, nl3y the payment of a compensatory royally satisfy the obligation 10 drill an offset well or wells required under this Paragraph. Insofar as there is production from the wcll(s) 
provided for in this pooling agreement, there exists a duty 10 protect Ute Slate acreage that is a pan of this agreemem from drainage. This duty shall survive this agreement, but only 10 the is extent 
that the well(s) provided for in this agreemcm is producing and only i11S0far as u1ey arc from the depulS and productive acreage provided for in u1is agreement This duty is in addition 10 any other 
duties tha1n1ay now or hereafter exist 

6. SE OF WATEit; UltFACE: Lessee shall have the right to usc water produced on said land necessary for operations hcrcwtder and solely upon Ute pooled area; provided, however. 
Lessee shall not usc potable water or water suitable for livestock or irrigation purposes for water Oood operations wiutout the prior wriuen consent of Lessor. Subject 10 itS obligation 10 pay 
surface dan1ages, Lessee shall have the right 10 use so much of the surface of the land thai n1ay be reasonably necessary for drilling and operating wells and lr.lnsponing and marketing the 
production therefrom. such usc 10 be conducted wtder conditions of least injury 10 the surface oft he land. 

7. POLLUTION: In developing tl1is area, Lessee shall usc D1e highest degree of care and all proper safeguards 10 prevcm pollution. Without limiting ,the foregoing, pollution of coastal 
wetlands. natural waterways, rivers and irnpowtded water shall be prevented by the use of containment facilities sunicientto prevent spillage. seepage or ground water contamination. In the evem 
of pollution, Lessee shall use all means at itS disposal to recapture all escaped hydrocarbons or other pollutam and shall be respons ible for all dan1age to public and private propenies. 

(A) Lessee shall build and nl3intain fences around its slush. sw11p, and drainage pits and lank baueries so as 10 protect livestock against loss, damage or injury; and upon con~pletion or 
abandonmcm of any well or wells. Lessee shall fill and level all slush pi IS and cellars and con~pletely clean up Ute drilling site of all rubbish thereon. 

(ll) No discharge of solid waste or garbage shall be allowed imo SUite waters from any drilling or suppon vessels. production platfom1. crew or supply boat, barge, jack-up rig or other 
cquiprncnl located on the pooled area. Solid waste shall include but shall not be limited to containers. equipment rubbish. plastic, glass. and any other man-n1ade non-biodegradable items. A 
sign must be displayed in a high tranic area on all vessels and manned platfonns stating. "Discharge of any solid waste or garbage into State Waters from vessels or platfomiS is strictly prohibited 
and nl3y subject a this agreement to forfeiture." Such statcmem shall be in leucring of at least I" in size. 

(C) I' ENA L TY: Failure 10 con~ply wiutthe requirements of this provision may result in the n1aximw11 penally allowed by law including forfeiture of the agreement Lessee shall be liable 
for Ute damages caused by such failure and any costS and expenses incurred in cleaning areas affected by the discharged \vaste. 

8. ID ENTIFICATION MARKERS: Lessee shall erect, at a distance not 10 exceed twcmy-fi ve (25) feet from each well on u1e premises covered by this agreement, a legible sign on which 
shall be stated the name of the operator, Ute State Lease Nunlber designation and Ute well nw11bcr. Where two or more wells on Ule same lease or where wells on two or more leases arc 
connected 10 the same tank banery, whether by individual now line connections direct 10 Ute Ulnk or tanks or by use of a multiple header sys1cn1. each line between each well and such tank or 
header shall be legibly identified at all times. either by a finnly attached tag or plate or an idemification properly paimed on such line at a dislllnce not 10 exceed D1rce (3) feet from such tank or 
header connection. Said signs, lags, plates or other identification n1arkcrs shall be nl3i111aincd in a legible condition throughout the tcnn of this agreemem. 

9. AS IGNM E TS: The agreement may be transferred at any time; provided, however, that Ute liability of the transferor 10 properly d1schargc its obligation under the agreement, including 
properly plugging abandoned wells. removing platfomiS or pipelines. or remediation of contamination at drill sites shall pass to the lr.lnsferec upon the prior wrinen conscm of the Commissioner 
of the General Land Onice. The Commissioner may require the trans feree 10 demonstrate financial responsibility and may require a bond or outer security. All 11ansfers must reference this 
agreement by Ute Slate Lease Nunlber and must be recorded in Ute county where the pooled area is located. and the recorded lr.lnsfer or a copy cenified 10 by the Cowuy Clerk of the county 
where the transfer is recorded must be filed in the General Land Onice within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee 
prescribed by the General Land Onice rules in effect on u1e date of receipt by the General Land Onicc of such lr.lnsfer or certified copy thereof. Every lr.lnsferce shall succeed 10 all rights and be 
subject to all obligations. liabilities, and penalties owed 10 the State by the original lessee or any prior trans feree of the agreement, including any liabilities 10 the SUite for unpaid royalties. 

10. LIEN: In accordance with N.R.C. Section 52.136, the Slate shall have a first lien upon all ofute pooled mineral produced from Ute unit area 10 secure payment of all unpaid royalty and 
o Uter swliS of money that may become due wtder this agreement. By acceptance of this agreement Lessee grantS the SUite. in addition 10 the lien provided by N.R.C. Section 52.136 and any 
other applicable statutory lien, an express contractual lien on and security interest in all pooled minerals in and exlr.lcted ITom the pooled area, all proceeds which may accrue 10 Lessee ITom the 
sale of such minerals, whether such proceeds are held by Lessee or by a third pany, and all fixtures on and improvements 10 the pooled area used in connection with the production or processing 
of such minerals in order 10 secure the payment of all royalties or other an10w1ts due or 10 become due under this agreement and 10 secure paymem of any damages or loss that Lessor may suffer 
by reason of Lessee's breach of any covenant or condition of u1is • whether express or implied. This lien and security interest may be foreclosed \VIth or without coun proceedings in the manner 
provided in the Title I, Chapter 9 of Ute Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee 10 execute and record such inslrUillents as n1ay be 
reasonably necessary 10 acknowledge. auach or perfect this lien. Lessee hereby represents that there arc no prior or superior liens arising from and rclaung 10 Lessee's activities upon the above­
described propeny or from Lessee's pooling of the area. Should the Commissioner at any tilnc dc1em1ine U131 this representation is not true. then the Conunissioner nl3y declare this agrecmem 
forfeited as pro,~ded herein. 

I I. FORFEITURE: If Lessee shall fail or refuse lo n1ake the payment of any sum within Utiny {30) days after it becomes due. or if Lessee or an authorized agent should knowingly make any 
false return or false rcpon conccmmg production or drilling, or if Lessee shall fail or refuse 10 drill any offset well or wells in good faith as required by law and the rules and regulations adopted 
by the Commissioner of Ute General Land Onice. or if Lessee should fail 10 file rcpons 111 the nl3nner required by law or fail to comply with rules and regulations promulgated by the General 
Land Office. the School Land Board, or the Railroad Commission. or refuse Ute proper authority access 10 the records penaining 10 operations. or if Lessee or an auu10rized agent should 
knowingly fail or refuse 10 give correct information 10 the proper auutority. or knowingly fail or refuse 10 furnish the General Land Office a correct log of any well. or if Lessee shall knowingly 
violate any of the n1a1erial provisions of this agreement, or if this agreement is assigned and the assignment is not filed in the General Land Office as required by law, the rightS acquired under this 
agrcemem shall be subject to forfeiture by the Commissioner, and he shall forfeit same when suniciemly informed of Ute factS which auU10rize a forfeiture. and when forfeited the area shall again 
be subject 10 lease or pooling. llowever, nothing herein shall be construed as waiving Dte autonl3tic tennination of this agreemem by operation of law or by reason of any special limitation arising 
hercw1der. Forfeitures may be SCI as ide and this agreement and all rights thereunder reinstated before the rightS of a110ther irnervene upon satisfa ctory evidence 10 the Conunissioner of the 
General Land Onice of future con~pliance with the provisions of the law and of this agreement and the rules and regulations that may be adopted relative herc10. 
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12. RIVERBED T RACTS: Lessee is hereby specifically granted the right of emincm domain and condemnation as provided for in N.R.C Sections 52.092-52.093, as a pan of the 
consideration moving to Lessor for tl1e covenants herein nude by Lessee. 

13. APPLICA BLE LAW AND DR ILLI NG RESTRICT IONS: This agreement shall be subjectiO all rules and regulations, and amendments thereto. promulgated by the Commissioner of 
tl1e General Land Office governing drilling and producing operations on Pcnnanent Free School Land (specifically including any rules promulgated that relate 10 plans of operations), payment of 
royalties, and auditing procedures. and shall be subject to all other valid statutes, rules, regulations. orders and ordinances that may affect operations under the provisions of this agreement 
Without limiting tl1e generality of the foregoing, Lessee hereby agrees, by the acceptance of this agreement. tO be bound by and subject to all statuiOry and regulatory pro,is•ons relating to the 
General Land Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4. and Texas Natural Resources Code 
Sections 52. 135 and 52.137 tl1rough 52.140. In the event tl1is agreement covers land franchised or leased or otherwise used by a na>1gation dostnct or by the United States for the pw-pose of 
navigation or other pw-pose incident to the operation of a port. then Lessee shall not be entitled 10 enter or possess such land \vithout prior appro,oal as proVIded under Section 61.117 of the Texas 
Water Code. but Lessee shall be entitled to develop such land for oil and/or gas by directional drilling; provided. however, that no surface dnlling locauon may be nearer than 660 feet and special 
pem1ission from tl1e Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from tl1e nearest bulkhead line or from the 
nearest dredged bonom edge ofany channel, slip, or turning basin which has been autl1orized by the United States as a federal project for future conslJUction. whichever is nearer. 

14. REMOVAL OF EQ I Pi\ I ENT: Upon the temunation of this agreement for any cause, Lessee shall not. in any event, be pem1iued 10 remove the casing or any pan of the equipment from 
any producing, dry, or abandoned well or wells on State Land without the wrinen consent of the Conurussioner of the General Land Office or his authorized representati,·e; nor shall Lessee, 
'vitl1out the wrinen consent of said Conunissioner or his authorized representative remove from the pooled area the casing or any other equipment. nuterial, machinery. appliances or propeny 
owned by Lessee and used by Lessee in the dcvelopmem and production of the pooled nuneralthercfrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have 
been properly filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises tO the satisfacuon of the said Conurussioner or his authorized 
rcprcscntalive. 

IS. FORCE MAJ E RE: Should Lessee be prevented from complying witl1 any express or implied co,•enant of this agreement. from conducting dnlling operations thereon. or from producing 
the pooled mineral tl1ercfrooo\ after elf on nude in good faith. by reason of war, rebellion. riots. strikes. fires. acts of God or any order. rule or regulation of governmental autl1ority. then while so 
prevented. Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in suppon of 
Lessee's contention and Lessee shall not be liable for danuges for failure to comply therewith (except in the event of operations suspended as provided in the rules and regulations adopted by tl1e 
School Land Board); and tl1is agreement shall be extended while and so long as Lessee is prevented, by any such cause, from drilling. reworking operations or producing the pooled mineral from 
the pooled area; provided. however. that nothing herein shall be construed to suspend the or to abridge Lessee's right to a suspension under any applicable statute of tl1is State. 

16. ECUI{ lTV: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced from the 
pooled arc. TI1is includes, but is not limited to, the installation of all necessary equipment, seals. locks. or other appropriate protective devices on or at all access points of the pooled area's 
production. gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas 
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft. 

17. S CCESSORS AND A IGN : The covenants. conditions and agreements contained herein shall extend to and be binding upon the heirs. executors, adn1inisttators. successors or assigns 
of Lessee herein. 

18. ANTIQ ITI ES CODE: In tl1e event that any feature of archeological or historical interest on Pcnnanent School Fund Land is encountered during the activities aulhonzed by this 
agreement. Lessee \viii inunediately cease activities and \viii immediately notify the General Land Office (ATTN. Archaeologis~ Asset Management Dovision, 1700 N Congress Ave., Austin, 
Texas 78701) and the Texas Historical Conunission (P.O. Box 12276, Austin. TX 78711) so that adequate measures may be undenaken to protect or recover such discoveries or findings. as 
appropriate. Lessee is expressly placed on notice of the ational Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A 470) and the Antiquities Code of Texas. Chapter 
191. Tex. Na~ Code Ann. (Vemon 1993 & Supp. 1998). Funher, in the event that any site, object. location, anifact or other feature ofarchacolog•cal. scientific. educational. cultural or historic 
interest is encountered during the activities authorize by this agreement. lessee \viii immediately notify lessor and tl1c Texas Historical Comnussion so that adequate measures may be undenaken 
to protect or recover such discoveries or findings. as appropriate. 

19. VEN E: Lessor and lessee. including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this agreement, whether express or implied, 
regarding interpretation oftl1is agreement, or relating in any way to this agreement or to applicable case law, statutes, or adminislr.ltive rules, shall be on a coun ofcompetcntjurisdoction located in 
Travis County, State ofTcxas. 

20. PI LING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code. this agreement must be filed of record in tl1e office of the County Clerk in any county in which all or any pan of the pooled 
area is located, and recorded copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the recorded copies sent to tl1e General Land Office . 
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EXHIBIT "2" 

PURPOSES: 1. 

This Pooling Agreement ("Agreement") is made for the purposes of conservation and utilization of the pooled 
mineral, to prevent waste, to facilitate orderly development and to preserve correlative rights. To such end, it 
is the purpose of this Agreement to effect equitable participation within the unit. This Agreement is intended to 
be performed pursuant to and in compliance with all applicable statutes, dec1sions, regulations, rules, orders and 
directives of any governmental agency hav1ng jurisdiction over the production and conservation of the pooled 
mineral and in its interpretation and application shall, in all things, be subject thereto. 

UNIT DESCRIPTION: 2. 

The oil and gas leases, which are included within the pooled unit, are listed on the attached Exh1b1t "A", to which 
leases and the records thereof reference is here made for all pertinent purposes. The pooled unit shall consist of 
all of the lands described in Exhibit "B" attached hereto and made a part hereof. A plat of the pooled unit is 
attached hereto as Exhibit "C". 

MINERAL POOLED: 3. 

The mineral pooled and unitized ("pooled mineral") hereby shall be oil and gas including all hydrocarbons that may 
be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad Commission 
of Texas or other state regulatory agency having jurlsdiction of the drilling and production of oil and gas wells. 
The pooled mineral shall extend to those depths underlying the surface boundaries of the pooled unit from the top 
of the Buda Formation to the base of the Georgetown Formation or its correlat1ve equivalent wh1ch occurs from 9,455 
feet to 9,860 feet as seen on the log of the MCZ Clearlake Properties No. 1 well ("unitized interval"). 

POOLING AND EFFECT: 4. 

The parties hereto commit all of their lnterests which are within the unit to the extent and as above described 
into said unit and unitize and pool hereunder the separate tracts described on the attached Exhibit "B", for and 
during the term hereof, so that such pooling or unitization shall have the following effect: 

(a) The unit, to the extent as above described, shall be operated as an entirety for the 
exploration, development and production of the pooled mineral, rather than as separate 
tracts. 

(b) All drilling operations, reworking or other operat1ons with respect to the pooled mineral 
on land within the unit shall be considered as though the same were on each separate 
tract in the unit, regardless of the actual location of the well or wells thereon, for 
all purposes under the terms of the respective leases or other contracts thereon and this 
Agreement. 

(c) Production of the pooled mineral from the unit allocated to each separate tract, 
respectively, as hereinafter provided, shall be deemed to have been produced from each 
such separate tract in the unit, regardless of the actual location of the well or wells 
thereon, for all purposes under the terms of the respective leases or other contracts 
thereon and this Agreement. 

(d) All rights to the production of the pooled mineral from the unit, including royalties and 
other payments, shall be determined and governed by the lease or other contract 
pertaining to each separate tract, respectively, based upon the production so allocated 
to such tract only, in lieu of the actual production of the pooled mineral therefrom. 

(e) A shut - in oil or gas well located upon any land or lease included within said unit shall 
be considered as a shut-in oil or gas well located upon each tract or lease 1ncluded 
within said unit. 

(f) If the Railroad Commission of Texas (or any other Texas regulatory body having 
jurisdiction) shall adopt special field rules providing for oil and/or gas proration 
units of less than 1,320 acres, then Lessee agrees to either (1) drill to the density 
permitted by the Railroad Commission, (2) make application to the School Land Board of 
the State of Texas to reform the unit to comply with Railroad Commission unit rules, or 
(3) make application to the School Land Board of the State of Texas for such remedy as 
may be agreeable to the Board. 

(g) This Agreement shall not relieve Lessee from the duty of protecting the State lands 
within the boundaries of the pooled unit described in Exhibit "B" from dra1nage from any 
well situated on privately owned land, lying outs1de the un1tized area descr1bed in 
Exhib1t •B•, but, subject to such obligation, Lessee may produce the allowable for the 
entire unit as fixed by the Ra1lroad Commission of Texas or other lawful authority, from 
any one or more wells completed thereon. 

(h) There shall be no obligation to dr1ll internal offsets to any other well on separate 
tracts within the pooled unit, nor to develop the lands within the boundar1es thereof 
separately, as to the pooled mineral. 
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ALI..OCATION OF PRODUCTION: 5. 

For the purpose of computing the share of production of the pooled mineral to which each interest owner shall be 
entitled from the pooled unit, there shall be allocated to each tract committed to said uni t that pro rata portion 
of the pooled mineral produced from the pooled unit which the number of surface acres covered by each such tract 
and included 1n the unit bears to the total number of surface acres included in said unit, and the share of 
product1on to wh1ch each 1nterest owner lS entitled shall be computed on the basis of such owner's interest in the 
product1on so allocated to each tract. 

DISSOLUTION: 6. 

The unit covered by this Agreement may be dissolved by Lessee, his heirs, successors or assigns, by an instrument 
filed for record in Brazos and Grimes Counties, Texas, and a certified copy thereof filed in the General Land 
Office at any time after the cessation of production on said unit or the completion of a dry hole thereon prior to 
production or upon such other date as may be approved by the School Land Board and mutually agreed to by the 
undersigned parties, their successors or assigns. 

RATIFICATION/WAIVER: 7. 

Nothing in thls Agreement, nor the approval of this Agreement by the School Land Board, nor the execution of this 
Agreement by the Commissioner shall: (1) operate as a ratification or revivor of any State lease or Pooling 
Agreement that has expired, terminated, or has been released in whole or in part or terminated under the their 
terms or the laws applicable thereto; (2) constitute a waiver or release of any claim for money, oil, gas or other 
hydrocarbons, or other thing due to the State by reason of the existence or fa1lure of such lease or Pooling 
Agreement; (3) constitute a waiver or release of any claim by the State that such lease or Pooling Agreement is 
void or voidable for any reason, including, without limitation, v1olations of the laws of the State with respect to 
such lease or Pooling Agreement or failure of considerat~on; (4) constitute a confirmation or recognition of any 
boundary or acreage of any tract or parcel of land in which the State has or claims an interest; or (5) constitute 
a ratificat~on of, or a waiver or release of any claim by the State with respect to any violation of a statute, 
regulation, or any of the common laws of this State, or any breach of any contract, duty, or other obligation owed 
to the State. 
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EXHIBJT "A" 

SCHEDULE OF OIL, GAS A D M l ERAL LEASES TO BE POOLED 

I. Oi I, Gas and Mineral Lease dated December 24, 1975 between Diane Peters, et al, as lessor and 
Jack E. Havard , as lessee, covering I 008.25 acres, more or less, in Brazos County, Texas, and 
being recorded in Volume 22, Page 435 or the Oil, Gas and Mineral Lease Records, Brazos 
County, Texas. 

2. Oil , Gas and Mineral Lease dated June 8, 2003, as ratified by other owners, between Clear Lake 
Properties, lnc., et al, as lessor, and Patterson Petroleum LP, Limited Partnership, as lessee, 
covering 700 acres, more or less, in Brazos County, Texas, a Memorandum of which is recorded 
in Volume 5666, Page 295 or the Official Records of Brazos County, Texas. This lease later 
amended to cover 830 acres, more or less, by Amendment of Oil, Gas and Mineral Lease dated 
July 22,2004, as ratified by other owners, being recorded in Volume 6190, Page 214 of the 
Of{icial Records of Brazos County, Texas. 

3. Oil , Gas and Mineral Lease dated Ju ly 22, 2002 between Charles E. Foltin, et al, as lessor and 
Patterson Petro leum LP, Limited Partnership, as lessee, covering 361.913 acres, more or less, in 
Brazos County, Texas and being recorded in Volume 4818, Page 267 of the Official Records or 
Bra~:os County, Texas. Extensions of said lease being recorded in Volume 6792, page 88, in 
Volume 6792, Page 90 and in Volume 6866, Page 15 of the Official Records of Brazos 
County, Texas. 

4. Oil and Gas Lease o. M- 1 05344 dated July 19. 2005 between The tate ofTexas, as lessor, and 
Patterson Petroleum LP, Limi ted Partnership, as lessee, covering 30 acres, more or less, in 
Brazos and Grimes Counties, Texas. 

5. Oil and Gas Lease No. M-1 05301 dated July 19, 2005 between The tate of Texas, as lessor, and 
Patterson Petroleum LP, Limiled Partnership, as lessee, covering 72.3 acres, more or less, in 
Brazos and Grimes Counties, Texas. 

6. Term Pooling Agreement Pursuant to T RC § 52.076 by and between The State of Texas and 
Patterson Petroleum LP, Limited Partnership dated , and covering 15 acres, 
more or less. 

• • • • •• • • • • • • • • • • • • • • • • ••• •• • • • • • • • • • • • • • • • • • - - -



EXJ !JBTT "B" 

DESCRIPTION OF PATTER 0 PETROLEUM-PETER 0. 5 fT** 

1320 acres, more or less, ou t of the Perfecto Dia~ Survey, A-1 06, Brams County, Texas, and the J .R. 
Gaines Survey, the Wm Peterson Survey, A-382, the Andrew Briscoe Survey, A- 116, and the Richard 
Lamb Survey, A-305 in Brazos and Grimes Counties, Texas, being comprised of the following tracts of 
land : 

T r. I : T he southwesterly 685 acres, more or less, out of that certain Oil, Gas and Mineral Lease dated 
December 24, 1975 between Diane Peters, cl al, as lessor and Jack E. Havard as lessee, covering 
1008.25 acres, more or less, in Brazos County, Texas, and being recorded in Volume 22, Page 
435 of the Oil , Gas and Mineral Lease Records, Brazos County, Texas. 

Tr. 2: 125 acres, more or less, out of the northeast one-half that certain Oil, Gas and Mineral Lease 
dated July 22,2002 between Charles E. Follin, et al, as lessor and Patterson Petroleum LP, 
Limited Partnership, as lessee, covering 36 1.9 13 acres, more or less, in B razos County, Texas 
and being recorded in Volume 48 18, Page 267 of the Official Records of Brazos 
County, Texas. 

Tr. 3: 392.7 acres, more or less, out of the northeast portion of that certain Oi l, Gas and Mineral Lease 
dated June 8, 2003 between Clear Lake Properties, Inc., et al, as lessor, and Patterson Petroleum 
LP, Limited Partnership, as lessee, as amended, covering 830 acres, more or less, in Brazos 
County, Texas, a Memorandum of which is recorded in Volume 5666, Page 295 of the Officia l 
Records of Brazos County, Texas. 

Tr. 4: Al l o f the land covered by Oil and Gas Lease o. M-105344 dated July 19, 2005 between The 
State ofTexas, as lessor, and Patterson Petroleum LP, Limited Partnership, as lessee, covering 
30 acres, more or less, in Brazos and Grimes Counti es, Texas. 

Tr. 5: All o f the land covered by Oil and Gas Lease o. M- I 0530 1 dated Jul y 19, 2005 between The 
State ofTcxas, as lessor, and Patterson Petroleum LP, Limited Partnership, as lessee, covering 
72.3 acres, more or less, in Brazos and G rimes Counties, Texas. 

Tr. 6: All of the land covered by Term Pooling Agreement Pursuant ToT RC §52.076 by and between 
The State of Texas and Patterson Petro leum LP, Limited Partnersh ip dated , and 
covering 15 acres, more or less. 

**To be more fo rmall y described by surveyor after the dri lling of the Patterson Petroleum-Peters o. 5 
Well and afier the exact determination of the lateral lengths reached in such we ll, al l in accordance with 
Field Ru les of the Kurten (Buda/Georgetown) Field. The above described 1320 acre Uni t pre-supposes 
that a lateral length of 10,000 ft. is reached in said well. 
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P~TIERSON PETROLEUM LP / 
a limited partnership \../' Page 1 of 1 

P.O. BOX 1416 
SNYDER. TEXAS 79550 

325/57 4-6300 

• Vendor Name Vendor No Date Check NuiTOer Check Total 

COMMISSIONER OF THE GENERAL LAND OFFICE 421852320001 J un-19-2006 060372 $361 .50 

PATTERSON 

STATE OF TEXAS LESJ53~ 

COMMISSIONER OF THE GENERAL LAND OFFICE 
STATE OF TEXAS 

SSN 74-6000 y $361.50 

TRACT 
421852320001 
J.R. GAINES SURVEY, GRIMES COUNTY, 
TEXAS, CONTAINING APPROXIMATELY 72.3 
ACRES, AS SHOWN ON THE OFFICIAL MAP 
OF GRIMES COUNTY, TEXAS NOW ON FILE 
IN THE TEXAS GENERAL LAND OFFICE, 
***More Legal Description On File*** 

OFTAr.H ANO RFTAIN ~OR TAX PIIRPO~~~ 
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Unit N umber 

Operator N ame 

TaxiD: 

DO NOT DESTROY 

Texas General Land Office 

UNIT AGREEMENT MEMO 

PA06-164 

3904 

PATTERSON PETROLEUM LP Effective Date I 01412006 

Unitized For Oil & Gas 

Unit Term 0 Months Unit Name 

County} 

Patters on-Peters N o. 5 Ullit 

Brazos Old Unit Number Inactive Status Date 

County 2 

County 3 

Grimes 3781 10/412006 

RRC District: 03 

Unit Type: Permanent 

State Royalty Interest: 0.0189140625 

State Part in Unit: 0. 09 I 640625 

Well: 

0 

0 

0 

0 

Unit Depth 

Belo 11' Depth 

Above Depth 

0 
0 

Formation: Tov of Buda to Base oft!te Georgetown 

Participation Basis: Surface Acrea f!e 

[If Exclusions App()': S ee Remarks} 

MF Number MF1 05301 Tract Number 

72.3 1 Total Unit Acres Lease Acres 

Tract Participation: 0.0564844 X 

Lease Royalty 

Tract Royalty Participation 

No Tract Ro) aly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

Tuesday , ovember 07, 2006 

0.2 

0.0112969 

PA06-164 

1280 = 

Manual Tract Participation: 

Manual Tract Royalty: 

Unit Number 3904 

L = = = = 0l See Remark I , ----0, 

Page I of2 
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M F Number 

Lease Acre 

MF1 05344 Tract umber 2 

30 I Total Unit Acres 1280 

Tract Participation: 0.0234375 X 

Lease Royalty 0.2 
Manual Tract Participation: 

Tract Royalty Participation 0.0046875 
Manual Tract Royalty: 

No Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

MF Number MF106093 

Lease Acres 

Tract Participation: 0.0117188 

Lease Royalty 

t!'JI~ ~();).~O&f ' 1~. oo 

()I , 'Z.f' I 'i' _. I! I~ 

15 I 

X 

Tract Number 

Total Unit Acres 

3 

1280 

0.25 Manual Tract Participation: 
Tract Royalty Participation 0.0029297 Manual Tract Royalty: 

No 
Tract Royaly Reduction 

Tract Royalty Rate 

Tract On-Line Date: 

Dl- 2'/(>'f 7, ~ 

ot- Z'i'' e 7,.5 

API Number RRC umber 

Remarks: 

Prepared By: 

GLO Base Updated By: 

RAM Approval By: 

GIS By: 

Mineral Maps By: 

Tuesday, ovember 07, 2006 PA06-164 

Prepared Date: 

GLOBose Date: 

RAM Approval Date: 

GIS Date: 

Mineral Maps Date: 

Unit Number 3904 

L = = = = 0l See Remark 
~---- ol 

L = = = = 0i S ee Remark I 
~----ol 

II-t , o 0 
11- /5 -PC.. 

tt,/4 -ot; 

Page 2 of2 
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Pooling Committee Report 
To: School Land Board 

Date of Board Meeting : November 7, 2006 

Effective Date: 10/4/2006 

Unit Expiration Date: 

Applicant: 

Attorney Rep: 

Operator: 

County 1: 

County 2: 

County 3: 

Unit Name: 

Permanent 

PATTERSON PETROLEUM LP 

PATTERSON PETROLEUM LP 

Brazos 

Grimes 

Patterson-Peters No. 5 Unit 

Field Name: Kurten (Buda), Kurten (Georgetown) 

Lease MF Lease Expiration Lease Lease 

~ Number Royalty Date Term Acres 

SF MF1 05301 0.2 7/19/2010 5 years 72.3 

SF MF1 05344 0.2 7/19/2008 3 years 30 

UR MF106093 0.25 

PA06-164 

Unit Number: 3904 

Lease Acres Royalty 
in Unit Partici~ation 

72.3 0.0112969 

30 0.0046875 

15 0.0029297 

A part of the Navasota River is being pooled pursuant to Texas Natural Resources Code 52.076 which gives the 
School Land Board the authority to pool unleased riverbeds and channels . 

SF =State Fee RAL = Relinquishment Act FR = Free Royalty UR = Unleased River 

Private Acres : 

State Acres: 

Total Unit Acres : 

Unit Ty~e : Unitized for: 

Permanent Oil & Gas 

Term: 0 Months 

1162.7 

117.3 

1280 

Partici~ation Basis: 

Surface Acreage 

State Acreage: 

State Unit Royalty: 

9.16% 

1.89% 

Well Location : RRC Rules: S~aci ng Acres: 
Private Land Special Field Rule 1280 



REMARKS: 
Pooling Agreement Number: PA06-164 

o Patterson Petroleum, L.P. is requesting permanent oi l and gas pooling from the 
top of the Buda Formation to the base of the Georgetown Formation defined as 
the stratigraphic inteNal or its correlative equivalent occurring from 9,198 feet TVD 
to 9,605 feet TVD as seen in the unit well log. The requested effective date is 
October 4, 2006. 

oOn April 4, 2006, the School Land Board approved 6-month temporary oil and gas 
pooling from the top of the Bud a Formation to the base of the Georgetown 
Formation. On July 12, 2006, the appl icant completed a dual lateral horizontal oil 
we ll , with completions in the Buda and Georgetown Formations. The well is 
currently shut-in awaiting pipeline connection. 

o The applicant previously submitted $150.00 per acre for a total of $2,250.00 for 
the unleased Navasota River acreage. 

o With approval of the unit the State's unit royalty participation will be 1.89%. 

POOLING COMMITTEE RECOMMENDATION: 

0 The Pooling Committee recommends Board approval of a permanent oil and gas 
unit under the above-stated provisions. 

' 

Peter A. Boone - General Land Office 

Vacant - Office of the Governor 

112- 2 ::5- 06 
Date: 

IO ·ZS· Ob 
Date: 

Date: 
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JOHN W STEWART 
A-212 

Patterson Petroleum, L.P. 
Patterson-Peters No. 5 Unit 

Ell WICKSON 
A-236 

Kurten (Buda) (Georgetown) 
MF105301, MF105344 and a part of 
the Navasota River is being pooled 
under T.N.R.C. 52.076 
Brazos and Grimes Counties 
PA06-164 

NAD 1927 Albers 
Projedion:Aibers 

False_Easting: 0.000000 
False Northing: 0.000000 

Central Meridian: -100.000000 
Standard Parallel 1: 28.000000 
Standard-Parallel- 2: 35.000000 
Latitude.=-Of_Origln: 31 .000000 

0 

I 

GCS_North_American_1927 

1,000 2.000 Feet 

I 
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LEONARD COTTLE 
A-159 

WILLIAM PETERSON 
A-382 

ANDREW BRISCOE 
A-116 

DOLORES ARRIOLA 
A-69 

ANDREW H LONG 
A-300 

~ ' 
~ BHL . 

RICHARD LAMB 
A-305 

~ 

N 

~~ , 
~, 

BENJAMIN F ARNOLD 
A-68 

The Texas General Land Office 
makes no representations or 

warranties regarding the accuracy 
or completeness of the information 

depided on the map or the data 
from which it was produced. 
This map is NOT suitable for 

navigational purposes and does 
not purport to depid or establish 

boundaries between private 
and public land. 

Map Compiled By: 
Ferrel Taylor 

Information Systems - GIS 
April 4 , 2006 
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POOLING AGREEMENT 
PATTERSON PETROLEUM LP 

PATTERSON-PETERS NO. 5 UNIT 
BRAZOS AND GRIMES COUNTIES, TEXAS 

THIS AGREEMENT is entered into by and between the Commissioner of the General Land Office, on behalf of the State 
of Texas, as "Lessor• and Patterson Petroleum LP, herein referred to as 'Lessee•, and such other interested parties 
as may join in the execution hereof, the undersigned parties here1n collectively referred to as the •part1es•, 1n 
consideration of the mutual agreements here1nafter set forth and other valuable considerations, the receipt and 
sufficiency of which are hereby acknowledged, and for the purposes and upon the terms and cond1tions which follow: 

PURPOSES:· 1. 

This Pool1ng Agreement ("Agreement•) is made for the purposes of conservation and utillzation of the pooled 
mineral, to prevent waste, to fac1litate o rderly development and to preserve correlat1ve rights. To such end, it 
is the purpose of this Agreement to effect equitable participation within the unit formed hereby. This Agreement 
is intended to be performed pursuant to and 1n compl1ance with all applicable statutes, decisions, regulations, 
rules, orders and directives of any governmental agency having jurisdict1on over the product1on and conservat1on of 
the pooled m1neral and in its interpretation and application shall, in all things, be subJect thereto . 

UNIT DESCRIPTION: 2 . 

The oil and gas leases, which are i ncluded within the pooled unit, are listed on the attached Exhib1t "A", to which 
leases and the records thereof reference is here made for all pertinent purposes. The pooled unit shall consist of 
all of the lands described in Exhibit 'B" attached hereto and made a part hereof . A plat of the pooled unit is 
attached hereto as Exhib1t •c• . 

MINERAL POOLED: 3. 

The mineral pooled and un1tized ("pooled mineral') hereby shall be oil and gas includ1ng all hydrocarbons that may 
be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad Commission 
of Texas or other state regulatory agency having jurisdiction of the drilling and production of oil and gas wells. 
The pooled mineral shall extend to those depths underlying the surface boundaries of the pooled unit from the top 
of the Buda Formation to the base of the Georgetown Formation defined as the stratigraphic interval or its 
correlative equivalent occurring from 9,198 feet true vertical depth to 9,605 f eet true vert1cal depth as seen on 
the log of the Patterson Petroleum LP, Peters Unit No. 5 well ("unitized interval•). 

POOLING AND EFFECT: 4. 

The part1es hereto comm1t all of their interests which are within the unit to the extent and as above described 
into said unit and unitize and pool hereunder the separate tracts described on the attached Exh1bit • s•, for and 
during the term hereof, so that such pooling or unitization shall have the following effect: 

(a) The unit, to the extent as above described, shall be operated as an ent1rety for the 
exploration, development and production of the pooled mineral, rather than as separate 
tracts. 

(b) All drilling operations, reworking o r other operations with respect to the pooled mineral 
on land within the unit shall be considered as though the same were on each separate 
tract in the unit, regardless of the actual location of the well or wells thereon, for 
all purposes under the terms of the respective leases or other contracts thereon and this 
Agreement. In the event the unitized area covered by th1s Agreement is ma1ntained 1n 
force by drilling or reworking operations conducted on a direct1onal well drilled under 
the unitized area from a surface location on adjacent or adjoining lands not included 
within the boundaries o f the unitized area, such operations shall be cons1dered to have 
been commenced on the unitized area when drilling is conmenced on the adjacent or 
adjoining land for the purpose of directionally drilling under the unitized area and 
production of oil or gas from t he unitized area through any directional well surfaced on 
adjacent or adjoining land or drilling or reworking of any such directional well shall be 
considered production or drilling or reworking operations, as the case may be, on the 
unitized area for all purposes under this Agreement. Nothing in this Agreement is 
intended or shall be construed as granting to Lessee any leasehold Lnterest, easements, 
or other r1ghts in or with respect to any such adjacent or adj oining land in addition to 
any such leasehold interests, easements, or other rights which the lessee, operator or 
other interest owner in the unitized area may have lawfully acqu1red from the state or 
others. 

(c) Production of the pooled mineral from the unit allocated to each separate tract, 
respectively, as hereinafter provided, shall be deemed to have been produced from each 
such separate tract in the unit, regardless of the actual location of the well or wells 
thereon, for all purposes under the terms of the respective leases or other contracts 
thereon and this Agreement Provided that, if any State Lease described in Exhibit "A' 
attached hereto contains provision 4(E) VARIABLE ROYALTY, and a unit well is not located 
on such State Lease and a reduced royalty has not otherwise been earned, then a reduced 
royalty may be earned by unit production, but it shall only apply to the acreage included 
within the unit. Acreage outside of the unitized area must earn a reduced royalty 
independently. 

(d ) All rights to the production of the pooled mineral from the unit, including royalties and 
other payments. shall be determined and governed by t he lease or other contract 
pertaining to each separate tract, respect1vely, based upon the production so allocated 
to such tract only, in lieu of the actual production of the pooled mineral therefrom. 
Provided that, payments that are made on a per acre basis shall be reduced according to 
the number of acres pooled and included herein, sp that payments made on a per acre basis 
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shall be calculated based upon the number oC acres actually included w1th1n the 
boundaries of the pooled un1t covered by this Agreement. 

(e) A shut-in oil or gas well located upon any land or lease included with1n said un1t shall 
be cons1dered as a shut-1n 011 or gas well located upon each land or lease 1ncluded 
w1th1n said unit; provided, however, that shut in oil or gas well royalty shall be paid 
to the State on each State lease wholly or partially within the unit, according to the 
terms of such lease as though such shut-in oil or gas well were located on said lease, it 
be1ng agreed that shut-ln royaltles prov1ded in each State lease shall not be shared with 
other royalty owners. 

(f) 

(g) 

(h) 

Notwithstand1ng any other prov1s1on hereof, 1t is expressly agreed that each State lease 
may be mainta1ned 1n force as to areas ly1ng outside the un1t1zed area descr1bed 1n 
Exhibit "B" only as prov1ded in each such lease without regard to unit operations or unit 
production. Neither production of the pooled mineral, nor unit operations w1th respect 
thereto, nor the payment of shut-in royalties from a unit well, shall serve to hold any 
State lease in force as to any area outside the un1tized area descr1bed 1n Exh1bit "B" 
regardless of whether the product1on or operations on the unit are actually located on 
the State lease or not. "Area" as used in this paragraph shall be based upon surface 
acres to the end that, except as may otherwise be provided in each State Lease, the area 
1ns1de the. surface boundaries of the pooled unit, if held, will be held as to all depths 
and horizons . 

If the Railroad Commission of Texas (or any other Texas regulatory body having 
jur1sd1ction) shall adopt special field rules providing for oil and/or gas prorat1on 
un1ts of less than 1,280 acres, then Lessee agrees to either (l) drill to the density 
permitted by the Railroad Commission, (2) make appllcatlon to the School Land Board of 
the State of Texas to reform the unit to comply with Railroad Commission unit rules, or 
(3) make application to the School Land Board of the State of Texas for such remedy as 
may be agreeable to the Board. 

This Agreement shall not relieve Lessee from the duty of protecting the State leases 
described in Exhibit "A" and the State lands within the boundaries of the pooled unit 
described in Exhibit "B" from drainage from any well situated on privately owned land, 
lying outside the unitized area described in Exhibit "B", but, subject to such 
obligation, Lessee may produce the allowable for the entire unit as f1xed by the Railroad 
Comm1ssion of Texas or other lawful authority, from any one or more wells completed 
thereon. 

(i) There shall be no obligation to drill internal offsets to any other well on separate 
tracts within the pooled unit, nor to develop the lands w1th1n the boundaries thereof 
separately, as to the pooled mineral. 

(J) Should this Agreement terminate for any cause, in whole or in part, the leases and other 
contracts affecting the lands w1thin the un1t, 1f not then otherw1se mainta1ned in force 
and effect, shall rema1n and may be mainta1ned 1n force and effect under their respect1ve 
terms and conditions in the same manner as though there had been product1on or operations 
under said lease or contract and the same had ceased on the date of the term1nation of 
this Agreement. 

ALLOCATION OF PRODUCTION: 5. 

For the purpose of computing the share of production of the pooled mineral to which each 1nterest owner shall be 
ent1tled from the pooled unit, there shall be allocated to each tract committed to said unit that pro rata portion 
of the pooled mineral produced from the pooled unit which the number of surface acres covered by each such tract 
and included in the unit bears to the total number of surface acres included in said unit, and the share of 
production to which each interest owner is entitled shall be computed on the basis of such owner's 1nterest in the 
production so allocated to each tract. 

TAKING ROYALTY IN KIND: 6. 

Notwlthstanding anything conta1ned herein to the contrary, the State may, at 1ts opt1on, upon not less than sixty 
(60) days notice to Lessee, require that payment of all or any royalties accruing to the State under th1s pool1ng 
or unitization agreement be made in kind, without deduction for the cost of produc1ng, gathering, storing, 
separating, treating, dehydrating, compressing, processing, transporting and otherwise making the oil, gas and 
other products produced hereunder ready for sale or use. 

FULL MARKET VALUE: 7. 

In the event the State does not elect to take its royalty in kind, the State shall receive full market value for 
its royalty hereunder, such value to be determined as follows: 

(a) As to royalty on oil by (l) the h1ghest posted pr1ce, plus prem1um, 1f any, offered or 
paid for oil, condensate, dist1llate, or other liquid hydrocarbons, respectively, of a 
like type and grav1ty for the f1eld where produced and when run, or (2) the highest 
market price thereof offered or paid for the field where produced and when run, or (3) 
gross proceeds of the sale thereof, whichever is the greater; 

(b) As to royalty on gas, such value to be based on (l) the highest market pr1ce pa1d or 
offered for gas of comparable qual1ty for the field where produced and when run, or (2) 
the gross price paid or offered to the producer, whichever is the greater. 

(For the purposes of this Agreement 'field' means the general area 1n which the lands covered hereby are located.) 

2 
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EFFECTIVE DATE: e . 

Upon execut1on by the Commissioner of the General Land Off1ce of the State of Texas this Agreement shall become 
effecttve as of October 4, 2006. 

!_ERM: 9. 

Thts Agreement shall remain 1n effect so long as the pooled mtneral is being produced from said unit, or so long as 
all leases tncluded 1n the pooled untt are ma1nta1ned in force by payment of delay rentals or shut in 011 or gas 
well royalt1es, by drilling or rework, or by other means , 1n accordance with the terms of satd leases Nothing 
heretn shall amend or modify Section 52.031 of the Natural Resources Code, or any of the prov1s1ons thereof, which 
are contained in any State lease covered by this Agreement . 

STATE LAND: 10. 

Insofar as the royalty interest of the State of Texas in and under any State tract commttted to the unit is 
concerned, this Agreement is entered into, made and executed by the undersigned Commissioner of the General Land 
Office by virtue of the authority and pursuant to the provistons of SUbchapter E, Chapter 52, of the Natural 
Resources Code, authorizing the same, after the prerequisites, ftndings and approval hereof, as provided in said 
Code hav1ng been duly constdered, made and obtatned 

~OLUTIQN : 11. 

The unit covered by this Agreement may be dissolved by Lessee, hts heirs, successors or assigns, by an instrument 
ftled for record tn Brazos and Gr1mes Counties, Texas, and a certifted copy thereof filed in the General Land 
Offtce at any time after the cessation of productton on sa1d untt or the completton of a dry hole thereon prtor to 
productton or upon such other date as may be approved by the School Land Board and mutually agreed to by the 
undersigned parttes, thetr successors or asstgns . 

RATIFICATION/ WAIVER: 12 . 

Nothtng tn thts Agreement, nor the approval of this Agreement by the School Land Board, nor the exbcutton of this 
Agreement by the Commissioner shall: (l) operate as a ratiftcatton or revtvor of any State lease that has exptred, 
termtnated, or has been released in whole or in part or terminated under the terms of such State lease or the laws 
applicable thereto; (2) constitute a wAiver or release of any claim for money, oil, gas or other hydrocarbons, or 
other thing due to the State by reason of the existence or fatlure of such lease; (3) constitute a waiver or 
release of any claim by the State that such lease ts vo1d or voidable for any reason, includ1ng, wtthout 
limitatton, violations of the laws of the State wtth respect to such lease or failure of consideration; (4) 
constitute a confirmation or recognition of any boundary or acreage of any tract or parcel o! land in whtch the 
State has or claims an interest; or (5) constitute a ratificatton of, or a waiver or release of any claim by the 
State wi t h respect to any violation of a statute, regulation, or any of the common laws o! this State, or any 
breach of any contract, duty, or other obligation owed to the State. 

COUNTERPARTS: 13 . 

This Agreement may be executed in counterparts and if so executed shall be valid, binding and have the same e!fect 
as if all the parties hereto actually joined in and executed one and the same document . For recording purposes and 
in the event counterparts of this Agreement are executed, the executed pages, together wtth the pages necessary to 
show acknowledgments, may be combined wtth the other pages of thts Agreement so as to form what shall be deemed and 
treated as a single original instrument showing execution by all parties hereto. 

IN WITNESS WHEREOF, the parties have executed this Agreement upon the respective dates 1nd1cated below. 

Date Executed \ ~\:t \ 04> 

Legal 
Content 
Geology 
Executive 

STATE OF TEXAS 

3 
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Dace Execuced 11/21/06 PATTERSON PETROLEUM LP 

CERTIFICATE 

I, scephanie crenshaw, Secretary of the School Land Board of the scace of Texas, do hereby cerc1fy chat at a 
meet1ng of che School Land Board duly held on che 7Ch day of November, 2006, che foregoing inscrumenc was preaenced 
t o and approved by sa1d Board under che prov1sions of SUbchapcer E, Chapcer 52, of che Nacural Resources Code, all 
of which is set forch in che Minucea of che Boar~~ch I am r::n~~ ~ 

IN TESTIMONY WHEREOF, WlCness my hand Chls che ~ day of ~~/],; , 2006. 

STATE OF TEXAS 

COUNTY OF SCURRY 

Th1s inscrumenc was acknowledged before me on November 21 , 2006, by Cloyce A. Talbotc as CEO for Paccerson 

Pecroleum LP, a Delaware 
------------------------------------ l1mited parcnership on behalf of aa1d parcnerah1p. 

4 
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EXHIBIT "A" 

Attached to and made a part of State OfTexas Pooling Agreement for Patterson Petroleum LP­
Peters No.5 Unit, Brazos and Grimes Counties, Texas 

I. 

2 . 

3. 

Oil , Gas and Mineral Lease dated December 24, 1975, from Diane Peters, Edgar Duane 
Peters and Patricia Kay Peters to Jack E. Havard, covering I 008.25 acres, more or less, 
recorded in Volume 22 at Page 435 of the Oil and Gas Lease Records of Brazos County, 
Texas; as amended. 

Oi l, Gas and Mineral Lease dated December 24, 1975 from The City National Bank of 
Bryan, Texas, as Trustee o f the Diane Peters, Edgar Duane Peters, Patricia Kay Peters Trust 
#205 to Jack E. Havard, covering 524.48 acres, more or less, recorded in Volume 22 at Page 
437 of the Oil and Gas Lease Records of Brazos County, Texas, as amended. 

Oil , Gas and Mineral Lease dated July 22, 2002 from Charles E. Foltin, a.k.a. Charl es 
Edward Follin et alto Patterson Petro leum LP, Limited Partnership, covering 36 1.9 13 acres, 
more or less, recorded in Volume 4818 at Page 267 of the Official Records of Brazos 
County, Texas, as amended. 

4 . O il and Gas Lease No. M- 1 05344, dated July 19,2005 from The State ofTexas to Patterson 
Petroleum LP, Limited Partnership, covering 30.00 acres, more or less, recorded in Volume 
1141 at Page 187 in the Real Property Records of Grimes County, Texas. 

5. Oi l and Gas Lease No. M- 1 05301, dated July 19,2005 from The State ofTexas to Patterson 
Petro leum LP, Limited Partnership, covering 72.3 acres, more or less, recorded in Volume 
114 1 at Page 194 in the Real Property Records of Grimes County, Texas. 

6. Oi l, Gas and Mineral Lease dated June 8, 2003, as extended, by and between Clear Lake 
Properties, Inc. as Lessor and Patterson Petroleum LP, Limited Partnership, a Memorandum 
of which is recorded in Volume 5666 at Page 295 ofthe Official Records ofBrazos County, 
Texas; as amended by Amendment of Oil, Gas and Mineral Lease dated July 22,2004 and 
being recorded in Volume 6 190 at Page 2 14 of the Official Records of Brazos County, 
Texas. 

7. Ratifi cation of Amended Oil, Gas and Mineral Lease dated August I 0, 2004 executed by 
Nancy Jean Arnold, et vi r, recorded in Volume 6547 at Page 200 of the Official Records of 
Brazos County, Texas. 

8. Rati fication of Amended Oi l, Gas and Mineral Lease dated August 12,2004 executed by 
Carolyn Ki ndt Benjamin, recorded in Volume 6547 at Page 201 of the Official Records of 
Brazos County, Texas. 

9. Ratifi cation of Amended Oi l, Gas and Mineral Lease dated August 13, 2004 executed by 
Mary Lois Bland, recorded in Volume 6547 at Page 202 of the Official Records of Brazos 
County, Texas. 

10. Ratification of Amended Oi l, Gas and Mineral Lease dated November 5, 2004 executed by 
Danice Deegan Corbin, Attorney-in-Fact for Ina Dyess Browning, and as Remainderman, 
recorded in Volume 6547 at Page 2 10 ofthe Offi cial Records ofBrazos County, Texas. 

II. Ratification of Amended Oil , Gas and Mineral Lease dated August 20, 2004 executed by 
Bobby Russell Carter et ux, recorded in Volume 6547 at Page 203 ofthe Official Records of 
Brazos County, Texas. 

12. Ratification of Amended Oi l, Gas and Mineral Lease dated January 25, 2005 executed by 
James Lee Carter, recorded in Volume 6547 at Page 204 of the Official Records of Brazos 
County, Texas. 

T VG· DOCUMENTS\ KURTEN WOODIJINE UNinKWU.PI!TERS AREA\I:XIIIIJIT A STA1 c POOliNG PI.!TI!RS •S DOC 
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13. Ratification of Amended Oil, Gas and Mineral Lease dated August 10,2004 executed by 
Joseph T. Carter (a/k/a J. T. Carter) et ux, recorded in Volume 6547 at Page 205 of the 
Official Records o f Brazos County, Texas. 

14. Ratification of Amended Oi l, Gas and Mi neral Lease dated December 22,2004 executed by 
William Benton Carter et ux, recorded in Volume 6547 at Page 206 of the Official Records 
of Brazos County, Texas. 

15 . 

16. 

17. 

Ratification of Amended Oi l, Gas and Mineral Lease dated September 29,2004 executed by 
Central Baptist Church, recorded in Volume 6547 at Page 241 o f the Official Records of 
Brazos County, Texas . 

Ratification of Amended Oi l, Gas and Mineral Lease dated August 17, 2004 executed by 
Edward L. Cobb et ux, recorded in Volume 6547 at Page 207 of the Offi cial Records of 
Brazos County, Texas. 

Ratification of Amended Oi l, Gas and Mineral Lease dated August 11 , 2004 executed by 
Sammye Kay Collier, recorded in Volume 6547 at Page 208 o f the Officia l Records of 
Brazos County, Texas. 

18. Ratification of Amended Oi l, Gas and Mineral Lease dated August II , 2004 executed by 
Robert Henry Conaway, Jr. , Guardian of the Person and Estate of Mary Frances Conaway, 
mind, recorded in Volume 6547 at Page 209 of the Official Records of Brazos County, 
Texas. 

19. Ratification of Amended Oi l, Gas and Mineral Lease dated August 12, 2004 executed by 
Patsy Ruth Cox, recorded in Volume 6547 at Page 2 11 of the Official Records o f Brazos 
County, Texas. 

20. Ratification of Amended Oil , Gas and Mineral Lease dated August I 0, 2004 executed by 
Dorothy Jean Carter Davis et vir, recorded in Volume 6547 at Page 212 o f the Offi cial 
Records of Brazos County, Texas. 

2 1. Ratification of Amended Oi I, Gas and Minera l Lease dated August 24, 2004 executed by 
Leola Todd Davis, recorded in Volume 6547 at Page 2 13 o f the Official Records o f Brazos 
County, Texas. 

22. Rati fication of Amended Oil, Gas and Mineral Lease dated August 3 1, 2004 executed by 
Linda Ed I i ng Andrews, Successor Co-Trustee of the Glenn Edward Ed I i ng Trust, recorded in 
Volume 6547 at Page 238 of the Official Records ofBrazos County, Texas. 

23. Ratification of Amended Oil, Gas and Mineral Lease dated August 13,2004 executed by 
Lillie Maurine Edwards et vir, recorded in Volume 6547 at Page 239 o fthe Official Records 
of Brazos County, Texas. 

24. Ratification of An1ended Oil , Gas and Mineral Lease dated September 11 ,2004 executed by 
Linda Ruth Fayard et vir, recorded in Volume 6547 at Page 240 of the Official Records of 
Brazos County, Texas. 

25. Ratification of An1ended Oi l, Gas and Mineral Lease dated November 5, 2004 executed by 
First Baptist Church of Bryan, Texas, recorded in Volume 6547 at Page 2 14 of the Official 
Records of Brazos County, Texas. 

26. Ratification of Amended Oil , Gas and Mineral Lease dated August 27, 2004 executed by 
Leah Elizabeth Gelber, recorded in Volume 6547 at Page 2 16 of the Offi cial Reco rds of 
Brazos County, Texas. 

27. Ratification of Amended Oil , Gas and Mineral Lease dated September 22, 2004 executed by 
Joseph R. Gelber, Jr. , recorded in Volume 6547 at Page 2 15 o f the Official Records of 

T IJG· DOCUMENTSIKURTEN WOODBINE UNrr\KWU PI!THRS AREAII:XIIIIJIT AS fA I h POOLI NG PETERS •5 DOC 
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Brazos County, Texas. 

28. Ratification of Amended Oil, Gas and Mineral Lease dated August 18, 2004 executed by 
Morris J . Gelber, recorded in Volume 6547 at Page 217 ofthe Official Records of Brazos 
County, Texas. 

29. 

30 . 

31. 

32. 

Ratification of Amended Oil, Gas and Mineral Lease dated August I 0 , 2004 executed by 
Gladys Jeske, recorded in Volume 6547 at Page 2 18 of the Official Records of Brazos 
County, Texas. 

Ratification of Amended Oil , Gas and Mineral Lease dated August 13, 2004 executed by 
Georgia Kay Jones, recorded in Volume 6547 at Page 219 of the Official Records of Brazos 
County, Texas . 

Ratification of Amended Oil, Gas and Mineral Lease dated August 9, 2004 executed by 
Kenneth John Kindt e t ux, recorded in Volume 6547 at Page 220 of the Official Records of 
Brazos County, Texas. 

Ratification of Amended Oil, Gas and Mineral Lease dated September 28,2004 executed by 
Bemerd Krause, Trustee for Cory Krause, Cameron Krause and Kristin Krause, recorded in 
Volume 6547 at Page 22 1 of the Official Records ofBrazos County, Texas . 

33. Ratification of Amended Oil, Gas and Mineral Lease dated August 6, 2004 executed by Paul 
Levy, individually and as Trustee of the Paul Levy Trust, recorded in Volume 6547 at Page 
222 of the Official Records of Brazos County, Texas. 

34. Ratifi cation of Amended Oil, Gas and Mineral Lease dated June 4, 2005 executed by Linda 
Sue Lingwall, recorded in Volume 6718 at Page 43 of the Official Records of Brazos County, 
Texas. 

35 . Ratification of Amended Oil, Gas and Mineral Lease dated September 28, 2004 executed by 
Kathy S. McBride, recorded in Volume 6547 at Page 223 ofthe Official Records of Brazos 
County, Texas. 

36. Ratification of Amended Oil, Gas and Mineral Lease dated August 16, 2004 executed by 
Angus S. McSwain, Jr. , recorded in Volume 6547 at Page 224 of the Official Records of 
Brazos County, Texas. 

37. Rati fication of Amended Oil, Gas and Mineral Lease dated August 13, 2004 executed by 
Mary Lois Bland, Co-Trustee of The James Brooks McSwain Trust, recorded in Volume 
6547 at Page 243 of the Official Records of Brazos County, Texas. 

38. Ratification of Amended Oi l, Gas and Mineral Lease dated August 16, 2004 executed by 
Angus S. McSwain , Jr. (a/k/a A. S . McSwain, Jr. and Angus Stewart McSwain, Jr.), Co­
Trustee ofThe James Brooks McSwain Trust, recorded in Volume 6547 at Page 245 of the 
Official Records of Brazos County, Texas. 

39. Ratification of Amended Oi l, Gas and Mineral Lease dated August 9, 2004 executed by Betty 
Ann Pate et vir, recorded in Volume 6547 at Page 225 of the Official Records of Brazos 
County, Texas. 

40. Ratification of Amended Oil , Gas and Mineral Lease dated August 9, 2004 executed by 
Wi llie E. Pieters, Jr. , recorded in Volume 6547 at Page 226 ofthe Official Records of Brazos 
County, Texas. 

41. Ratification of Amended Oil, Gas and Mineral Lease dated August 9, 2004 executed by Cecil 
Gelber Reese, recorded in Vo lume 6547 at Page 227 of the Officia l Records o f Brazos 
County, Texas. 

1 \JG. DOCUMENTSIKUR I ~r-1 WOODBINE UNinKWU P£Tl3RS ARilAII:XII IIliT A S"I AH POOLING pr; r ERS ~S DOC 
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42. Ratifi cation of Amended Oil, Gas and Mineral Lease dated October 6, 2004 executed by 
John Alex Riley et ux, recorded in Volume 6547 at Page 228 of the Official Records of 
Brazos County, Texas. 

43. Ratification of Amended Oi l, Gas and Mineral Lease dated August 27, 2004 executed by 
Martin Luther Riley, Jr. et ux, recorded in Volume 6547 at Page 242 of the Official Records 
of Brazos County, Texas. 

44 

45 . 

46. 

Ratification of Amended Oi l, Gas and Mineral Lease dated February II , 2005 executed by 
C laude W. Rosier, recorded in Volume 6547 at Page 229 ofthe Official Records of Brazos 
County, Texas . 

Ratifi cati on of Amended Oil , Gas and Mineral Lease dated February 18, 2005 executed by 
James M. Rosier, recorded in Vo lume 6547 at Page 230 of the Official Records of Brazos 
County, Texas . 

Ratifi cati on of Amended Oil, Gas and Mineral Lease dated January 26, 2005 executed by 
James Edward Rumfield, recorded in Vo lume 6547 at Page 23 1 o f the Official Records of 
Brazos County, Texas. 

47. Ratification of Amended Oi l, Gas and Minera l Lease dated January 26, 2005 executed by 
Michael Lynn Rum fi eld, Sr., reco rded in Volume 6547 at Page 232 of the Official Records o f 
Brazos County, Texas. 

48. Ratification of Amended Oi l, Gas and Mineral Lease dated August 13, 2004 executed by The 
Saxon Trust, reco rded in Volume 6547 at Page 233 or the Official Records or Brazos 
County, Texas. 

49. Ratification of Amended Oil , Gas and Mineral Lease dated August ll, 2004 executed by 
C lyde D. Sides et ux, recorded in Vo lume 6547 at Page 234 or the Official Records or Brazos 
County, Texas. 

50. Ratifi cati on of Amended Oi l, Gas and Mineral Lease dated August 27, 2004 executed by 
Larry W. Sides et ux, recorded in Vo lume 6547 at Page 235 of the Official Records of 
Brazos County, Texas. 

51 . Ratification of Amended Oil, Gas and Mineral Lease dated January 26, 2005 executed by 
C indy Lou Smith, recorded in Vo lume 6547 at Page 236 or the Official Records or Brazos 
County, Texas. 

52. Ratification o f Amended Oil , Gas and Mineral Lease dated August 9, 2004 executed by Ruby 
M. Watson, recorded in Volume 6547 at Page 237 of the Official Records or Brazos County, 
Texas. 

53 . O il and Gas Lease No. M- 1 06093 (Poo ling Agreement) dated October 4, 2006 covering 15 
acres, more or less, in Brazos and Grimes Counties, Texas, by and between the 
Commissioner or the General Land Office o r the State or Texas, as lesso r and Patterson 
Petro leum LP, Limited Partnership, as lessee. 

T\JG· DOCUMENTSIKURl EN WOODBINE UNir\KWU.PI:I ~RS ARI!AitXIIIBIT A STATE POOliNG PETERS IS DOC 
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EXHIBIT "B" 

Attached to and made a part of the State of Texas Pooling Agreement 
for the Patterson Petroleum LP- Peters No. 5 Unit 

Brazos and Grimes Counties, Texas 

1,280 acres, more or less, out of the Perfecto Diaz Survey, Abstract 106, Brazos 
County, Texas and the J.R. Gaines Survey, Grimes County, Texas, more particularly 
described as follows: 

Beginning at a fence corner marking the most southerly corner of a called 427 acre 
tract described in a Warranty Deed from J.E. Newcomb, et alto Edward H. Foltin, et ux 
dated February 15, 1956 and recorded in Volume 173 at Page 34 of the Deed Records 
of Brazos County, Texas, then North 42°09'46" East 1126.98' to the Place of Beginning 
herein; 

Then North 47°34'40" West 5443.42' to a point for corner; 
Then North 42°25'20" East 1449.28' to a point for corner on the fence line 

between the Foltin called 427 acre property and Peters called 451.25 acre property; 
Then North 47°34'40" West 1060.25' to a point for a corner; 
Then , across the Peters property crossing a called 451.25 acre tract and onto a 

called 557 acre tract, North 42°25'20" East 6557 .40' to a point for a corner; 
Then South 48°53'14" East 1143.00' to a point for corner; 
Then North 42°25'20" East 1143.30' to a point for corner on the northeast line of 

the Peters property; 
Then South 48°53'14" East to the western high bank of the Navasota River and 

continuing across the river to the high bank on the east side of the Navasota River for a 
corner; 

Then down the Navasota River, along the high bank on the Grimes County side 
of said river, in a general southerly direction to the intersection of said high bank and 
the common northwest corner of the J.R. Gaines Survey and the southwest corner of 
the A. Briscoe Survey, Abstract 116; 

Then in an easterly direction along the common survey line of the J.R. Gaines 
Survey and the A. Briscoe Survey, Abstract 116, to the northeast corner of the J.R. 
Gaines Survey; 

Then in a southeasterly direction along the common survey line of the J.R. 
Gaines Survey and theM. McDowell Survey, A-501 to the high bank of the Navasota 
River; 

Then down said high bank of the Navasota River to a point that intersects with a 
line whose bearings begin at the Place of Beginning and then runs North 42°09'46" 
East 542.46' and then South 47°34'40" East 4814.26' to a point for a corner and then 
North 42°25'20" East to a point on the high bank on the Grimes County side of said 
river; 

Then South 42°25'20" West to a point of intersection for a corner that intersects 
with a line whose bearings begin at the Place of Beginning and then runs North 
42°09'46" East 542.46' and then South 47°34'40" East 4814.26'; 

Then North 47°34'40" West 4814.26' to a point for corner; 
Then South 42°09'46" West 542.46' to the Place of Beginning. 



Pooling Committee Report 
To: School Land Board 

Date of Board Meeting: November 7, 2006 
PA06-164 

Unit Number: 3904 
Effective Date: 10/4/2006 

Unit Expiration Date: Permanent 

Applicant: 

Attorney Rep: 

Operator: 

County 1: 

County 2: 

County 3: 

Unit Name: 

Field Name: 

Lease MF 

~ Number 

SF . MF105301 

SF MF105344 

UR MF106093 

PATIERSON PETROLEUM LP 

PATIERSON PETROLEUM LP 

Brazos 

Grimes 

Patterson-Peters No. 5 Unit 

Kurten (Buda), Kurten (Georgetown) 

Lease Expiration Lease Lease 
Royalty Date Term Acres 

0.2 7/19/2010 5 years 72.3 

0.2 7/19/2008 3 years 30 

0.25 

Lease Acres Royalty 
in Unit Partici ~ation 

72.3 0.0112969 

30 0.0046875 

15 0.0029297 

A part of the Navasota River is being pooled pursuant to Texas Natural Resources Code 52.076 which gives the 
School Land Board the authority to pool unleased rive~beds and channels. 

SF =State Fee RAL = Relinquishment Act FR = Free Royalty UR = Unleased River 

Private Acres : 

State Acres: 

Total Unit Acres: 

Unit Type: Unitized for: 

Permanent Oil & Gas 

Term : 0 Months 

1162.7 

117.3 

1280 

Partici~ation Basis: 

Surface Acreage 

State Acreage: 

State Unit Royalty: 

9.16% 

1.89% 

Well Location: RRC Rules : S~acing Acres: 
Private Land Special Field Rule 1280 



REMARKS: 
Pool ing Agreement Number: PA06-164 

o Patterson Petroleum, L.P. is requesting permanent oil and gas pooling from the 
top of the Bud a Formation to the base of the Georgetown Formation defined as 
the stratigraphic interval or its correlative equivalent occurring from 9,198 feet TVD 
to 9,605 feet TVD as seen in the unit well log. The requested effective date is 
October 4, 2006. 

o On April 4, 2006, the School Land Board approved 6-month temporary oil and gas 
pooling from the top of the Bud a Formation to the base of the Georgetown 
Formation. On July 12, 2006, the applicant completed a dual lateral horizontal oil 
well , with completions in the Buda and Georgetown Formations. The well is 
currently shut-in awaiting pipeline connection. 

o The applicant previously submitted $150.00 per acre for a total of $2,250.00 for 
the unleased Navasota River acreage. 

o With approval of the unit the State's unit royalty participation will be 1.89%. 

POOLING COMMITTEE RECOMMENDATION: 

0 The Pooling Committee recommends Board approval of a permanent oil and gas 
unit under the above-stated provisions. 

Peter A. Boone. - General Land Office 

Vacant- Office of the Governor 

! (). 23-06 
Date: 

10·2-S·Ob 
Date: 

Date: 
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POOLING AGREEMENT PURSUANT TO TN RC § 52.076 
STATE OFTEXAS / PATTERSON PETROLEUM LP 

PATTERSON-PETERS 0. 5 UNIT 
M-106093 

BRAZOS AN D GRIMES COUNTIES, TEXAS 

THIS AGREEMENT ("Agreement") is made and entered into effective the 4th day of October 2006, by and between the 
Commissioner of the General Land Office of the State ofTexas ("State"), and Patterson Petroleum LP ("Patterson"). 

WITNESSETH THAT: 

WHEREAS, the State owns the minerals under approximately 15 acres of the avasota River contained within the 
boundaries of the I ,280-acre, Patterson-Peters No. 5 Unit ("Unit"), said 15 acres hereinafter referred to as the ("unleased interest"); 
and 

WHEREAS, pursuant to Texas Natural Resources Code § 52.076(a)(4), the School Land Board has authority to pool 
unleased riverbeds and channels owned by the State; and 

WH EREAS, Patterson and the State desire to pool the above-referenced unleased interest into said Unit; and 

WHEREAS, The School Land Board at its regular meeting on November 7, 2006 determined that pooling said unleased 
interest as to oi l and gas from the top of the Buda Formation to the base of the Georgetown Formation as described on Exhibit "2" is 
in the best interest of the State. 

NOW, THEREFORE, in consideration of the mutual agreements hereinafter set forth and together with other valuable 
consideration, the receipt and sufficiency of which are hereby acknowledged and confessed, and for the purposes and upon the terms 
and conditions contained herein, the parties hereto agree as follows: 

I. This Agreement is entered into pursuant to the authority granted in Chapter 52, of the Texas Natural Resources 
Code and Chapter 9 of Title 31 of the Texas Administrative Code and is intended to be performed pursuant to and in compliance with 
all applicable statutes, decisions, regulations, rules, orders and directives of any governmental agency having jurisdiction over the 
production and conservation of minerals from the Unit and in the interpretation and application hereof this Agreement shall be, in all 
things, subject thereto. 

2. The State and Patterson agree that nothing herein shall be construed as granting a leasehold interest to Patterson 
in the unleased interest, but rather this Agreement affects a contractual pooling of interests with the respective rights and duties of the 
parties defined in paragraph 3, below. 

3. The rights and duties of the State and Patterson with respect to the State's unleased interest within the 
boundaries of the Unit shall be established, governed and controlled by the terms, conditions and covenants contained in Exhibit 
" I" and Exhibit "2" attached hereto and incorporated herein, wherein the State shall be considered the Lessor and Patterson the 
Lessee and the State shall receive its share of unit production in the fo rm of a royalty as provided in Exhibit "I" and allocated to 
the State as provided in Exhibit "2" with no obligation to the State for operating costs of any kind, including but not limited to 
exploring, drilling, equipping, completion, treating, transporting, marketing, plugging, abandonment or restoration. 

4. This Agreement shall remain in effect for a term of one year from the effective date (herein called "primary 
term") and so long as the pooled mineral is being produced in paying quantities from the Unit, or so long as this Agreement is 
maintained in force by payment of shut-in oil or gas well royalties on a unit well, by drilling or rework operations on a unit well, or by 
other means in accordance with the terms of Exhibit " I" to this Agreement, or so long as the instrument creating the Unit remains in 
effect; provided that this Agreement shall automatically terminate on the date production of the pooled mineral ceases and there are 
no further operations on the un it to re-establish production of the pooled mineral, even though the instrument creating the pooled unit 
may remain in effect because a dissolution of unit has not been filed of record. 

5. Inasmuch as the parties may not be able conveniently to execute one original hereof, it is agreed that a 
counterpart hereof may be executed by each party to this Agreement, each of which shall be considered an original, and all of said 
counterparts shall be construed together as one instrument. 

6. The tem1S and provisions hereof shall extend to and be binding upon the heirs, legal representatives, successors, 
and assigns of the parties hereto. 



7. This Agreement is to be performed in the State of Texas, and the substantive laws of the State of Texas will 
govern the validity, construction and enforcement of this Agreement. 

IN WlTNESS WHEREOF, the parties have executed this Agreement upon the respective dates indicated below. 

Date Executed \ )..\ 1 \ Ole STATE OF TEXAS 

legal ~~ 
geol. a: . 
cont.~ 

exec.~ 

Date Executed __ 1_1_/ 2_1_/_0_6 __ 

STATE OF TEXAS 

COUNTY OF SCURRY 
~~~~--------------

PATTERSON PETROLEUM LP 

By:~lf~ 
Cloyce A. Talbott, CEO 

November 21 This instrument was .~cknd\'QI~t!lg~9 before me on --------.,.----.,.--------' 2006, by Cloyce A. Talbott as CEO of Patterson 
Petroleum LP, a;:/ ~··~·~.]lhlJ~ -:-.\ .. limited partnership on behalf of said partnership. 

/.<J~<~~"< Pu6</····.~0 
<=<<· o "·...:. :O 
~ ~ { 2: Cl) ~ § 
?($)\IS' .~or" j ~ 
%. ... ':.t?" '\(y ... § 
~ ••. fi (')f '!> ••· ~ 
~- '• .. _I;XPI~~··· ,...'\ ~ 

• .. .... ('i'-' ~ ... ,, o· .~.4 -~ .· 
CERTIF ICATE 

I, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a meeting of the 
School Land Board duly held on November 7, 2006, the foregoing instrument was approved by said Board under the provisions 
of Ch•ptod2 oftho N''"''' Ro<o"'"' Codo • II of whlo~ lo tho M looto of tho Bo"d of whloh I •m '""oo;,., 

IN TESTIMONY WHEREOF, witness my hand this the day of+-'t'.......,.~::l:>-'"-"''--"""t:::,;<1'C-:_,._......::... ___ .: 
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EXHIBIT " 1" 
§52.076 Exhibil l, Revised 10/06 

I. RESERVATION AND GRANT: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface 
thereof for any and all purposes except those granted 10 Lessee, being the right to explore for, drill and produce the pooled nuneral from the pooled area, and Lessor further reserves the rights of 
ingr'ess and egress and usc of said lands by Lessor and its mineral lessees, for purposes of explortng for and producing the minerals and zones which are not covered by this AgreemenL All of the 
rights in and to the pooled area retained by Lessor and all of the rights in and to the pooled area granted 10 Lessee herein shall be exercised in such a manner that neither shall unduly interfere with 
the operations of the other. 

2. PRODUCTION ROYAL TIES: Upon production of the pooled minernl Lessee agrees to pay or cause 10 be paid to the Commissioner of the Genernl Land Office m Austin, Texas, for the 
use and benefit of the State of Texas, during the term hereof: 

{A) OIL: As a royalty on oil, whaeh IS defined as mcluding all hydrocarbons produced m a hqwd form at the mouth of the "ell and also all condensate, diSUllate, and other liqwd 
hydrocarbons recovered from oal or gas run through a separntor or other equipment. as heremafter provided, 1/-1 part of the gross production or the rn1rket value thereof. at the option of the 
Lessor, such value 10 be detemuned by I) the highest posted price, plus premawn. if any, offered or paid for oal, condensate, diStillate, or other hquid hydrocarbons, respeeuvely, of a like type and 
gravity in the general area where produced and when run. or 2) the highest market price thereof offered or paid 111 the general area where produced and when run, or 3) the gross proceeds of the 
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby pooled is sold, used or processed in a plant, it will be run free of cost to Lessor through an 
adequate oil and gas separntor of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recovernble from the gas by such means will be recovered. Upon 
nitten consent of Lessor, the requirement that such gas be run through such a separntor or other equipment may be waived upon such terms and conditions as prescribed by Lessor. 

(8 ) 0 -PROCESSED GAS: As a royalty on any gas (ineludmg Oared gas). which as defined as all hydrocarbons and gaseous substances not defined as oalm subparagraph (A) above, 
produced from any well on said land (except as provaded herein with respect to gas processed m a plant for the exuaction of gasolme, hquid hydroca.rbons or other products) 1/4 part of the gross 
production or the market value thereof. at the opuon of the Lessor, such value 10 be based on the haghest rn1rket price paid or offered for gas of c0111>3111ble quahty m the general area where 
llroduced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maximwn pressure base m measunng the gas under this agreement contnct shall 
.101 at any time exceed 14.65 pounds per square mch absolute, and the standard base tempernture shall be sixty (60) degrees Fahrenheit, correcuon to be made for pressure according to Boyle's 
Law, and for specific gravity according to test rn1de by the Balance Method or by the most approved method oftesung being used by the indusuy at the time oftesung 

(C) I'ROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovety of gasohne or other liquid hydrocarbons, lli part of the residue gas and the 
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (1000/e) of the total plant production of 
residue gas attributable to gas produced from this agreement, and on fifty percent (500/e) or thai percent accruing to Lessee, whichever is the greater, of the total plant production of liquid 
:aydrocarbons, attributable 10 the gas produced from this agreement; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or 
affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be tiny percent (50%) or the highest percent accruing to a third party processing gas through such plant 
under a processing agreement negotiated at arms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contnets in the indusuy), whichever 
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shaD be determined by I) the highest rn1rket price paad or offered for any gas (or liquid hydrocarbons) of 
co"1'arable quality in the general area or 2) the gross price paid or offered for such resadue gas (or the weighted average gross sellmg price for the respecU\'e grades of hquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties wluch would have been due had the gas not been processed. 

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead," "dry" or any other gas, by frnctionating, burning or any other processing, ill part of gross production of such products, or the market value ~1ercof. at the option of Lessor, such 
market value to be dctemlined as follows; 

( I) On the basis of the highest market price of each product, during the same month m whach such product IS produced, or 
(2) On~ .. basis of the avernge gross sale price of each product for the same month an whach such products are produced, whache,-er IS the greater. 

(E) 0 DEDUCTIONS: Lessee agrees that all royalties accruing 10 Lessor under !has agreement shall be without deducuon for the cost of producing, transportmg, and otherwise making 
the oil, gas and other products produced herewader ready for sale or use. 

(F) ROYAL TV IN KJND: Notwithstanding anything contained herein to the contrary, Lessor =y. at ats option, upon not less than 60 days notice 10 Lessee, reqwre at any time or from 
time to time that payment of all or any royalties accruing to Lessor under this agreement be made an ktnd "1thout deducuon for the cost of producmg. gathenng, stonng, separating, treating. 
dehydrating, C0"1'ressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. lesso(s nght to take ats royalty in kind shall 
not diminish or negate Lesso(s rights or Lessee's obligations, whether express or ilt1'lied, under !has agreemenL 

(G) I' LA NT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent ~ais agreement's proportionate share of any fuel used t.o process gas produced 
hereunder in any processing planL Notwi~IStanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the Genernl Land Office, Lessee may 
recycle gas for gas lift purposes on the pooled area after the liquid hydrocarbons contained m the gas have been removed, and no royalties shall be payable on the gas so recycled unul such time 
as the same lll3Y thereafter be produced and sold or used by Lessee in such lll3nner as to enu~e Lessor to a royalty thereon under the royalty provisions of !his agreemenL 

(II) l\IINIM UI\I ROYAL TV: The royalties paid 10 Lessor each year m no event shall be less than S5.00 per acre pooled; otherwise. there shall be due and payable on or before the last 
day of the month succeeding the anniversary date of first production a swn equal to $5.00 per acre pooled less the amount of royalties paad during the preceding year. 

3. ROYAL TV PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissiocer of the Genernl Land Office at Austirt. Texas, m the following rn1nner: 
Payment of royalty on production of oil and gas shall be as provided in ~ae rules set forth in ~~e Texas Register. Rules curren~y provide that royalty on oil is due and must be received in the 
General Land Office on or before the 5~1 day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the 
15th day of ~1e second month succeeding ~1e month of production, acco"1'anied by the affidavit of the owner, manager or other authorized agent, C01t1'leted in the form and manner prescnbed by 
the General Land Office and showing tlae gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or 
reports confirming the gross production, disposition and lll3rket value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced a.nd put 
into pipelines, tanks, or pools and gas lines or gas stornge, and any other reports or records which the Genernl Land Office may require to verify the gross production, dtsposition and rnarket 
value. In all cases the authority of a manager or agent to act for ~ .. Lessee herein must be filed in the Genernl Land Office. Each royalty payment shall be acco"1'anied by a check stub, 
schedule, SUlllltlOity or other remittance advace showing by the assigned Genernl Land Off ace lease number the amount of royalty being paid to each lease number If Lessee pays his royalty on or 
before ~urty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whiche\-er is greater A royalty payment whach IS over thirty (30) days late 
shall accrue a penalty of 100/e of the royalty due or S25.00 whichever is greater. In addation to a penalty, royalties shall accrue interest at a rate of 12% per year; such mterest will begin acerwng 
when ~1e royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the Genernl Land Office admioistntive 
rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalues to be paid as prescnbed by the 
due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties 
were originally due. The above penalty provisions shall not apply in cases of title dispute as to ~ae State's portion of ~•e royalty or to that portion of ~1e royalty in dispute as to fair market value. 

4. (A) RESERVES, CONTRACTS AND OTIIER RECORDS: Lessee shall annually furnish the Co11111l1Ssioner of the Genernl Land Office with its best possible estimate of pooled mineral 
reserves underlying the pooled area and shall fumash said Corrmissioner wath copacs of all conlr.lcts under which gas is sold or processed and all subsequent agreements and amendments to such 
contracts withm thirty (30) days after entenng 11110 or =king such contnets, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held 
in confide nee by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the pooled 
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mineral produced from the pooled area, including the books and accowlls, receipts and discharges of all wells, lanks, pools, meters, and pipelines shall at all times be subject to inspection and 
examimtion by lhe Conwnissioner of !he General Land Office, lhe Attorney General. lhe Governor, or lhe represent2tive of any of them 

(B) DRILLI G RECORDS: Written notice of all opemtions on the pooled unit shall be submitted to the Commissioner of the Geneml Land Office by lessee or operator five (S) days 
before spud date, workover, re-entry, tel11l01"3'Y abandonment or plug and abandonment of any well or wells Such written notice to the General Land Office shall include coptes of Railroad 
Commission fonns for application to drill Copies of well tests, cofr1lletion reportS and pluggmg reportS shall be supplied to the General Land Office at the ume they are filed wtth lhe Texas 
Railroad Commission. Lessee shall supply the General Land Office with any records, memomnda, accounts, reportS, cuttings and cores, or other information relauve to the opemuon of the 
above-described premises, which may be requested by the Geneml Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivi ty survey 
made on the bore-hole section, from the base of !he swface casing to the tolal depth of well, of all wells drilled on the unit and shall transmit a true copy of the log of each survey on each well to 
the Geneml Land Office within fifteen ( IS) days after lhe making of said survey. 

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

5. OFFSET WELLS: If lhe pooled mineml should be produced m commen:tal quantities from a well located on land privately owned or on Slate land leased at a lesser royalty, wluch well is 
within one thousand (1 ,000) feet of the area included herein, or whtch well is draining the area covered by this agreement, the Lessee shall, within sixty (60) days after such mitial production from 
the draining well or the well located within one thousand (1 ,000) feet from the area covered by this agreement begin in good faith and prosecute diligently the dnlhng of an offset well on the area 
covered by this agreement, and such offset well shall be drilled to such depth as may be necessary to pre,-ent the undue drainage of the area covered by this agreement, and the lessee, manager or 
driller shall usc all means necessary in a good faith effort to make such offset well produce oil andlor gas in commercial quantities. Only upon the determination of !he Commissioner and with his 
written approval, may ~1e payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Pamgmph. 

6. CES ATIO , DRI LLI G, A 0 REWORKING: If at the end of, or after the prtmary term production of the pooled rruneral should cease from any cause, this agreement shall not 
terminate if Lessee re-establishes production in paying quantities withm sixty (60) days after such cessation or commences additional dnlling or reworking operauons wtthin sLXry (60) days after 
such cessation. and this agreement shall remain in full force and effect for so long as such operations continue in good faith and in workmanlike manner without mterrupuons totaling more than 
'ixty (60) days. For a cessation of productton prior to the end of the primary term Lessee n13y use the expiration of the primary term as lhe date of cessation of producuon If such drilling or 
eworking operations result in the production oflhe pooled mineral, the agreement shall remain in full force and effect for so long as the pooled nuneral is produced from the pooled untt in paying 

quantities or payment of shut-in oil or gas well royalties or payment of COfr1lCnsatory-royalties is rt13de as provided herein or as provided by law. If the drilling or reworkmg operattons result in 
the completion of a well as a dry hole, ~tis agreement will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the co01lleuon of the well 
as a dry hole, and this agreement shall remain in effect so long as Lessee continues drilling or reworking operations in good faith and in a workrt13nlike manner wtthout mterruptions tolaling more 
than sixty (60) days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production 

7. EXTENSIONS: If, at ~te expiration of the primary tem1 of ~tis agreement, production of t11e pooled mineral has not been ob1ained on the unit but drilling operations are being conducted 
•hereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term file in the General Land Office written apphcauon to the Commissioner 
of lhe General Land Office for 1 thirty (30) day extension of this 1greement, acco"1l311ied by payment of Three Thousand Dollars (S3.000.00) if this agreement CO\'Crs six hundred forty (640) 
acres or less and Six Thousand Dollars ($6,000.00) if this agreement covers more than six hundred forty (640) acres and the Commissioner shall, 111 writing, extend this agreement for a thtrty (30) 
day period from and after the expiration of the primary term and so long thereafter as the pooled mineral is produced in paying quantities; provided further, that Lessee may, so long as such 
drilling opemtions arc being conducted make like application and payment during any thirty (30) day extended period for an addttional extension of thirty (30) days and, upon recetpt of such 
application and payment, the Commissioner shall, in writing, again extend thiS lease so that same shall remain m force for such addmonal thirty (30) day period and so long tl~treafter as the 
pooled mineml is produced in paying quantities; provided, however, that this agreement shall not be extended for more than a tolal of three hundred mnety (390) days from and after the expimtion 
of the primary term unless production in paying quantities has been obUJined 

8. SHUT-I ROYA L T l ES: For purposes of this paragmph. "well" means any well that has been assigned a well number by the slate agency having jurisdiction over the production of oil 
and gas. If at any time a well capable of producing the pooled mineral in paying quantities is located on the pooled area, but the pooled mineral is not being produced for lack of suitable 
production facilities or lack of a sui1able market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to $10.00 per acre pooled, but not less than Sl,200 a year for each well 
capable of producing lhe pooled mineral in paying quantities. To be effecti,-e, each initial shut-in oil or gas royalty must be paid on or before: (I) the expiration of the primary term (2) 60 days 
after lhe Lessee ceases to produce the pooled nunc rat from lhe pooled area, or (3) 60 days after Lessee COfr1lletes a drilling or reworkmg operauon m accordance wtth lhe terms of this agreement; 
whichever date is lates~ If ~te shut-m oil or gas royalty is paid, this agreement shall be considered to be a producing agreement and the payment shall extend the term of the agreement for a 
period of one year from the first day of the mon~1 following the month in which production ceased, and, after that, if no suilable production faciliues or suitable market for the pooled mineral 
exists, Lessee n13y extend this agreement for four more successive periods of one ( I) year by paying lhe same amount each year on or before the expiration of each shut-In year 

9. COM PEN SA TORY ROYAL Tl ES: If, during the period the agreement is kept in effect by payment of the shut-in oil or gas royalty, the pooled mineml 1s sold and delivered in paying 
quantities from a well located within one thousand (1,000) feet of the pooled area and completed in the same producing reservoir, or in any case in which drainage of the pooled mineral is 
occurring, the right to continue to mainUJin the agreement by paying the shut-in oil or gas royalty shall cease. but the agreement shall remain effective for lhe remainder of lhe year for which the 
royalty has been paid. The Lcs~ee may mainlain lhe agreement for four more successive years by Lessee paying COfr1lCnsatory royalry at the royalty rate provided 111 thiS agreement of the market 
value of production from the well causing the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet oflhe pooled area The COfr1lCnsatory royalty 
is to be paid mon~lly to lhe Commissioner beginning on or before the last day of~1e month following the month in which the pooled mineral is produced from the well causing the draimge or that 
is COt11lleted in lhe same producmg restf\'Oir and located within one thousand (1,000) feet of the pooled area; if lhe COlJ1lCil53tory royalty paid m any 12-month penod is in an amount less than 
the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to lhe difference "ithin thirty (30) days from lhe end of the 12-month period; and none of lhese provistons "111 relie '-e 
Lessee of the obligation of reasonable development nor lhe obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the 
Commissioner's written approval, the payment of co~nsatory royalties shall satisfy lhe obligation to drill offset wells. Cofr1lCnsatory royalty payments, which are not umely paid, will accrue 
penalty and interest in accordance with Paragraph 3 of this agreement 

10. USE OF WATER; SURFACE: Lessee shall have ~tc right to use water produced on said land necessary for operations hereunder and solely upon the pooled area; provided, however, 
Lessee shall not usc polable water or water suiUJble for livestock or irrigation purposes for water flood opemtions without the prior written consent of lessor. Subject to its obligation to pay 
swface dan13ges, lessee shall have the right to use so much of the swface of the land that n13y be reasonably necessary for drilling and operating wells and transporting and marketing the 
production therefrom, such use to be conducted under conditions of least injury to the swface of the land. 

II. I'OLLUTION: In developing this pooled area, Lessee shall use the hoghest degree of care and all proper safeguards to prevent pollution. Without linuting the foregoing. pollution of 
coaslal wetlands, narural watei'Wllys, ri,·ers and impounded water shall be prevented by the usc of con1ainment facilities sufficient to prevent spillage, seepage or ground water comanumtion. In 
the event of pollution, Lessee siUJII use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. 

(A) Lessee shall build and maintain fences around its slush, SWI1>. and draimge pits and unt.. batteries so as to protect livestock against loss, damage or mjwy; and upon cofr1lletion or 
abandonment of any well or wells. Lessee shall fill and level all s lush pits and cellars and completely clean up lhe drilling site of all rubbish thereon 

(B) No discharge of solid waste or garbage shall be allowed into Slate waters from any drill ing or support vessels, production platfom1, crew or supply boat, barge. jack-up rig or other 
equipment located on the pooled area. Solid waste shall include but shall not be limited to conlainers, equipment, rubbish, plastic, glass, and any other man-made non-biodegmdable items. A 
sign must be displayed in a high traffic area on all vessels and manned platforms slating, "Discharge of any solid waste or garbage into State Waters from vessels or platforms is strictly prolubited 
and may subject a th.is agreement to forfeiture." Such slatement shall be tn lettering of at least I" in size. 
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(C) PE ALTY: Failure to comply with the requirements of this provision may result in ~1e maximwn penally allowed by law including forfeiture of the agreement Lessee shall be liable 
for the damages caused by such failure and any costs and expenses incurred in cleaning areas affected by ~1e discharged waste. 

12. I DENT I FICA TIO I\IARK£RS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the prenuses covered by this agreement, a legible sign on which 
shall be stated ~le name of the operator. the State Lease Number designation and the well number. Where two or more wells on the same lease or v.here v.ells on two or more leases are 
connected to the same tank bauery, whether by individual flow line coMCCtions direct to the tank or tanks or by use of a multiple header system, each hnc between each well and such tank or 
header shall be legibly idenufied at all times, ei~1er by a finnly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or 
header cormection. Said signs, ugs, plates or other identification markers shall be mainL:lined in a legible condition throughout the term of thts agreement 

13. A IG I\IE TS: The agreement may be transferred at any time; provided, hov.ever, Withe ltability of the transferor to properly discharge rts obhgation under the agreement, mcluding 
properly pluggrng abandoned v.ells. removing platforms or pipelines, or remediauon of conuunination at dnll sites shall pass to the transferee upon the prior wntten consent of the Con-missioner 
of ~1e General Land Office The Conmissioner may require the transferee to demonstrate financtal responsibility and may require a bond or other security. All transfers must reference this 
agreement by the Sute Lease Nwnber and must be recorded in the county where the pooled area is located, and the recorded transfer or a copy cen1fied to by the County Clerk of the county 
where the transfer is recorded must be filed in ~1c General Land Office within ninety (90) days of the execution date, as provided by N.R C. Section 52.026, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on ~~e date of receipt by the General Land Office of such uansfer or certified copy thereof Every transferee shall succeed to all rights and be 
subject to all obhgations, liabihues, and penalties owed to the Sute by the original lessee or any pnor transferee of the agreement, including any habiht1es to the state for unpaid royalties. 

14. LIEN: In accordance with N.R.C. Section 52.136, the Sute shall have a first lien upon all of the pooled mineral produced from the unit to secure payment of all unpaid royalty and other 
sums of money that may become due under this agreement By accepunce of this agreement, Lessee grants ~1e Sute, in addition to the lien provided by N.R.C. Section 52.136 and any other 
applicable statutory lien, an express contractual lien on and security interest in all pooled minerals in and extracted from the pooled area, all proceeds which may accrue to Lessee from the sale of 
such minerals, whether such proceeds are held by Lessee or by a third pany, and all fuuures on and improvements to the pooled area used in connection -.;th the production or processing of such 
.nincrals in order to secure t11e payment of all royalties or other amounts due or to become due under this agreement and to secure payment of any damages or loss wt Lessor may suffer by 
reason of Lessee's breach of any covenant or condition of this agreement, whether express or implied. This lien and security interest may be foreclosed with or Without court proceedings in the 
marmer provided m the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as may be 
.easonably necessary to acknowledge, atL:lch or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above· 
jescn'bcd propeny or from Lessee's poohng of the area. Should the Cornnussioner at any time detemune tllllt this representation is not true, then the Commissioner may declare this agreement 
forfeited as provided herein 

IS. FORFEITURE: If Lessee shall fail or refuse to make the payment of any swn Within thtny (30) days after it becomes due, or if Lessee or an authonzed agent should knowingly make any 
false retwn or false repon cor~eernmg production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as requtred by law and the rules and regulations adopted 
"Y the Conunissioner of t11e General Land Office, or if Lessee should fail to file repons in the manner required by law or fail to comply With rules and regulations promulgated by the General 
!...and Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records perL:lining to operations, or 1f Lessee or an authorized agent should 
knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any v.ell, or if Lessee shall knowingly 
>'iolate any oftl~e muerial proVIsions of this agreement, or if this agreement is assigned and the assignment ts not filed in the General Land Office as reqwred by law, the rights acquired under this 
agreement shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently mformed of the facts which authorize a forfeiture, and when forfeited the area shall again 
be subject to lease or pooling. However, nothing herein shall be construed as waiving the automatic tennination of this agreement by operation oflaw or by reason of any special limitation arising 
hereunder. Forfeitures nuy be set aside and tl1is agreemem and all rights thereunder reins tated before tl1e rights of another intervene upon satisfactory evideriCe to the Commissioner of the 
General Land Office of future compliance with the provisions of the law and oftl1is agreement and the rules and regulations WI may be adopted relative hereto. 

16. RIVERBED TRACTS: Lessee is hereby specifically granted the right of eminent dortl3in and condemnation as provided for m N.R.C. Sections 52.092-52.093, as a pan of the 
consideration moving to Lessor for the covenants herein made by Lessee. 

17. APPLICABLE LAWS AND DRILLING RESTRICTIONS: TI1is agreement shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner 
of the General Land Office governing drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated wt relate to plans of operations), payment 
of royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances tltat may affect operations under the provisions of this agreemenl 
Without limiting tile generality of the foregoing, Lessee hereby agrees, by the acceptance of tins agreement, to be bound by and subject to all statutory and regulatory pro,isions relating to the 
General Land Office's audn brllrng nouce and audit hearings procedures. Said provisions are currently found at Texas Natunl Resources Code Sections 52135 and 52.137 through 52.140 

18. REMOVAL OF EQUII'ME 'T: Upon tl1e tennination of this agreement. Lessee shall not, in any event, be pennilted to remove the casing or any pan of tile equipment from any 
producing, dry, or abandoned well or wells on Sute Land without the written consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without 
the wrilten consent of said Corrmissioncr or his authorized represenuti'-e remo'-e from the pooled area the casrng or any other equipment, material, maclunery, appliances or propeny owtled by 
Lessee and used by Lessee m the de\-elopment and production of the pooled mineral therefrom unul all dry or abandoned wells have been plugged and until all slush or refuse pits have been 
properly filled and all broken or discarded lumber, machinery, or debris shall ha'-e been removed from the premises to the satisfaction of the said Collll11lssioner or his authorized represenL:lti\-e. 

19. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this agreement, from conducting drilling operations thereon, or from 
producing the pooled mineral therefrom. after elf on made in good faith, by reason of war, rebellion, riots, strikes, fms, acts of God or any order, rule or regulauon of go,-errunental authority, then 
while so prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Corrmiss1oncr of the General Land Office in suppon 
of Lessee's contention and Lessee shall not be liable for damages for far lure to comply therewith (except m the event of operations suspended as provided in the rules and regulations adopted by 
the School Land Board); and this agreement shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing the pooled mineral 
from the pooled area; provided, however, that nothing herein shall be construed to suspend the or to abridge Lessee's right to a suspension under any applicable statute of this Sute. 

20. SECURITY: Lessee shall uke t11e highest degree of care and all proper safeguards to protect said premises and to prevent then of orl, gas, and other hydrocarbons produced from the 
pooled are. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protecth•e devices on or at all access points of the pooled area's 
production, gat11ering and storage systems where tl1en of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from then and shall pay the State of Texas 
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of then. 

21. SUCCESSORS AND ASSIG S: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, administrators, successors or 
assigns of Lessee herein. 

22. ANTIQUIT IES CODE: In the e'·ent wt any site, object, location. artifact or other feature of archaeological, scientific, educational, cultural, archeological or historical interest are 
encountered on Pennanent School Furld Land during the activities authorized by this agreemen~ Lessee will immediately cease activities and will immediately notify the General Land Office 
(A 1TN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin. Texas 7870 I) and tiiC Texas Historical Cornntission (P.O. Box 12276, Ausun, TX 7871 1) so wt adequate 
measures may be undenaken to protect or recover such discoveries or findings, as appropriate. Lessee is expressly placed on notice of the National HIStorical Preservation Act of 1966 (PB-89-
66, 80 Statute 915; 16 U.S.C.A 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat Code Ann. (Vernon 1993 & Supp. 1998). 

23. VE UE: Lessor and lessee, hereby agree WI \'enue for any dispute arising out of a proVtsron of litis agreement, whetller express or implied, regarding interpretation of this agreement, or 
relating in any way to this agreement or to applicable case law, statutes, or administrative rules, shall be in a coun of competent jurisdiction located in Travis County, State ofTexas. 

24. Fl Ll G: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this agreement must be filed of record in the office of the County Clerk in any county in which all or any pan of the 
pooled area is located, and recorded copres thereof must be filed in the General Land Office. The prescn'bed filing fee shall accompany the recorded copies sent to the General Land Office. 
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EXHIBIT "2" 

PURPOSES: 1. 

This Pooling Agreement ("Agreement") is made for the purposes of conservation and utilizat1on of the pooled 
mineral, to prevent waste, to facilitate orderly development and to preserve correlative rights. To such end, it 
is the purpose of this Agreement to effect equitable participation within the unit. This Agreement is intended to 
be performed pursuant to and in compliance with all applicable statutes, decisions, regulations, rules, orders and 
directives of any governmental agency having jurisdiction over the production and conservation of the pooled 
mineral and in its interpretation and application shall, in all things, be subject thereto . 

UNIT DESCRIPTION: 2. 

The oil and gas leases, which are included within the pooled unit, are listed on the attached Exhibit "A", to which 
leases and the records thereof reference is here made for all pertinent purposes. The pooled unit shall consist of 
all of the lands described in Exhibit "B" attached hereto and made a part hereof. A plat of the pooled unit is 
attached hereto as Exhibit •c•. 

MINERAL POOLED: 3. 

The mineral pooled and unitized ("pooled mineral') hereby shall be oil and gas including all hydrocarbons that may 
be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad Commission 
of Texas or other state regulatory agency having jurisdiction of the drilling and production of oil and gas wells. 
The pooled mineral shall extend to those depths underlying the surface boundaries of the pooled unit from the top 
of the Buda Formation to the base of the Georgetown Formation defined as the stratigraphic interval or its 
correlative equivalent occurring from 9,198 feet true vertical depth to 9,605 feet true vertical depth as seen on 
the log of the Patterson Petroleum LP, Peters Unit No. 5 well ("unitized interval"). 

POOLING AND EFFECT: 4. 

The parties hereto commit all of their interests which are within the unit to the extent and as above described 
into said unit and unitize and pool hereunder the separate tracts described on the attached Exhibit "B', for and 
during the term hereof , so that such pooling or unitization shall have the following effect: 

(a) The unit, to the extent as above described, shall be operated as an entirety for the 
exploration, development and production of the pooled mineral, rather than as separate 
tracts. 

(b) All drilling operations, reworking or other operations with respect to the pooled mineral 
on land within the unit shall be considered as though the same were on each separate 
tract in the unit, regardless of the actual location of the well or wells thereon, for 
all purposes under the terms of the respective leases or other contracts thereon and this 
Agreement. 

(c) Production of the pooled mineral from the unit allocated to each separate tract, 
respectively, as hereinafter prov1ded, shall be deemed to have been produced from each 
such separate tract in the unit, regardless of the actual location of the well or wells 
thereon, for all purposes under the terms of the respective leases or other contracts 
thereon and this Agreement. 

(d) All rights to the production of the pooled mineral from the unit, including royalties and 
other payments, shall be determined and governed by the lease or other contract 
pertaining to each separate tract, respectively, based upon the production so allocated 
to such tract only, in lieu of the actual product1on of the pooled mineral therefrom. 

(e) A shut -in oil or gas well located upon any land or lease included within said unit shall 
be considered as a shut - in oil or gas well located upon each tract or lease included 
within said unit. 

(f) If the Railroad Commission of Texas (or any other Texas regulatory body having 
jurisdiction) shall adopt special field rules providing for oil and/ or gas proration 
units o f less than 1,280 acres, then Lessee agrees to either (l) drill to the density 
permitted by the Railroad Commission, (2) make application to the School Land Board of 
the State of Texas to reform the unit to comply with Railroad Commission unit rules, or 
(3) make application to the School Land Board of the State of Texas for such remedy as 
may be agreeable to the Board. 

(g) This Agreement shall not relieve Lessee from the duty of protecting the State lands 
within the boundaries of t he pooled unit described in Exhibit "B" from drainage from any 
well situated on privately owned land, lying outside the unitized area described in 
Exhibit "B", but, subject to such obligation, Lessee may produce the allowable for the 
entire unit as fixed by the Railroad Commission of Texas or other lawful authority, from 
any one or more wells completed thereon. 

(h) There shall be no obligation to drill internal offsets to any other well on separate 
tracts within the pooled unit, nor to develop the lands within the boundar1es thereo! 
separately, as to the pooled mineral. 

1 



' ' 

ALLOCATION OF PRODUCTION: 5. 

For the purpose of computing the share of production of the pooled mineral to which each interest owner shall be 
entitled from the pooled unit, there shall be allocated to each tract committed to said unit t hat pro rata portion 
of the pooled mineral produced from the pooled unit which the number of surface acres covered by each such tract 
and 1ncluded in the unit bears to the total number of surface acres included in said unit, and the share of 
production to which each interest owner is entitled shall be computed on the basis of such owner's interest in the 
production so allocated to each tract. 

DISSOI..UTION : 6. 

The unit covered by this Agreement may be dissolved by I..essee, his heirs, successors or assigns, by an instrument 
filed for record in Brazos and Grimes Counties, Texas, and a certified copy thereof filed in the General Land 
Of fice at any time after the cessation of production on said unit or the completion of a dry hole thereon prior to 
production or upon such other date as may be approved by the School Land Board and mutually agreed to by t he 
undersigned parties, their successors or assigns. 

RATIFICATION/WAIVER: 7. 

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the execut1on of this 
Agreement by the COillllissioner shall: (l) operate as a ratification or revivor of any State lease or Pooling 
Agreement that has expired, terminated, or has been released in whole or in part or terminated under the their 
terms or the laws applicable thereto; (2) constitute a waiver or release of any claim for money, oi l , gas or other 
hydrocarbons, or other thing due to the State by reason of the existence or failure of such lease or Pooling 
Agreement; (3) constitute a waiver or release of any claim by the State that such lease or Pooling Agreement is 
void or voidable for any reason, including, without limitation, violations of the laws of the State with respect to 
such lease o r Pooling Agreement or failure of consideration; (4) constitute a confirmat1on or recognition of any 
boundary or acreage of any tract or parcel of land in which the State has or claims an interest; or (5) constitute 
a ratification of, or a waiver or release of any claim by the State with respect to any violation of a statute, 
regulation, or any of the common laws of this State, or any breach of any contract, duty, or other obligat1on owed 
to the State. 
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EXHJBIT "A" 

Attached to and made a part of State Of Texas Pooling Agreement Pursuant To TNRC §52.076 
for Patterson Petroleum LP-Peters No. 5 Unit, Brazos and Grimes Counties, Texas 

1. Oil, Gas and Mineral Lease dated December 24, 1975, from Diane Peters, Edgar Duane 
Peters and Patricia Kay Peters to Jack E. Havard, covering 1008.25 acres, more or less, 
recorded in Volume 22 at Page 435 of the Oil and Gas Lease Records ofBrazos County, 
Texas; as amended. 

2. Oil , Gas and Mineral Lease dated December 24, 1975 from The City National Bank of 
Bryan, Texas, as Trustee of the Diane Peters, Edgar Duane Peters, Patricia Kay Peters Trust 
#205 to Jack E. Havard, covering 524.48 acres, more or less, recorded in Volume 22 at Page 
437 of the Oil and Gas Lease Records of Brazos County, Texas, as amended. 

3. Oil, Gas and Mineral Lease dated July 22, 2002 from Charles E. Foltin, a.k.a. Charles 
Edward Foltin et alto Patterson Petroleum LP, Limited Partnership, covering 361.913 acres, 
more or less, recorded in Volume 4818 at Page 267 of the Official Records of Brazos 
County, Texas, as amended. 

4. Oi l and Gas Lease No. M-1 05344, dated July 19, 2005 from The State ofTexas to Patterson 
Petroleum LP, Limited Partnership, covering 30.00 acres, more or less, recorded in Volume 
1141 at Page 187 in the Real Property Records of Grimes County, Texas. 

5. Oil and Gas Lease No. M-1 05301, dated July 19, 2005 from The State ofTexas to Patterson 
Petroleum LP, Limited Partnership, covering 72.3 acres, more or less, recorded in Volume 
1141 at Page 194 in the Real Property Records of Grimes County, Texas. 

6. Oil, Gas and Mineral Lease dated June 8, 2003, as extended, by and between Clear Lake 
Properties, Inc. as Lessor and Patterson Petroleum LP, Limited Partnership, a Memorandum 
of which is recorded in Volume 5666 at Page 295 ofthe Official Records ofBrazos County, 
Texas; as amended by Amendment of Oil, Gas and Mineral Lease dated July 22, 2004 and 
being recorded in Volume 6190 at Page 214 of the Official Records of Brazos County, 
Texas. 

7. Ratification of Amended Oi l, Gas and Mineral Lease dated August 10, 2004 executed by 
Nancy Jean Arnold, et vir, recorded in Volume 6547 at Page 200 of the Official Records of 
Brazos County, Texas. 

8. Rati fication of Amended Oil, Gas and Mineral Lease dated August 12, 2004 executed by 
Carolyn Kindt Benjamin, recorded in Volume 6547 at Page 201 of the Official Records of 
Brazos County, Texas. 

9. Ratification of Amended Oi l, Gas and Mineral Lease dated August 13, 2004 executed by 
Mary Lois Bland, recorded in Volume 6547 at Page 202 of the Official Records ofBrazos 
County, Texas. 

10. Ratification of Amended Oi l, Gas and Mineral Lease dated November 5, 2004 executed by 
Danice Deegan Corbin, Attorney-in-Fact for Ina Dyess Browning, and as Remainderman, 
recorded in Volume 654 7 at Page 210 of the Official Records of Brazos County, Texas. 

11. Ratification of Amended Oi l, Gas and Mineral Lease dated August 20, 2004 executed by 
Bobby Russell Carteret ux, recorded in Volume 6547 at Page 203 of the Official Records of 
Brazos County, Texas. 

12. Ratification of Amended Oi l, Gas and Mineral Lease dated January 25, 2005 executed by 
James Lee Carter, recorded in Volume 6547 at Page 204 of the Official Records ofBrazos 
County, Texas. 
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13. Ratification of Amended Oil, Gas and Mineral Lease dated August 10, 2004 executed by 
Joseph T. Carter (a/k/a J. T. Carter) et ux, recorded in Volume 6547 at Page 205 of the 
Official Records of Brazos County, Texas. 

14. Ratification of Amended Oil, Gas and Mineral Lease dated December 22,2004 executed by 
William Benton Carter et ux , recorded in Volume 6547 at Page 206 of the Official Records 
of Brazos County, Texas. 

15. Ratification of Amended Oil, Gas and Mineral Lease dated September 29,2004 executed by 
Central Baptist Church, recorded in Volume 6547 at Page 241 of the Official Records of 
Brazos County, Texas. 

16. Ratification of Amended Oil, Gas and Mineral Lease dated August 17, 2004 executed by 
Edward L. Cobb et ux, recorded in Volume 6547 at Page 207 of the Official Records of 
Brazos County, Texas. 

17. Ratification of Amended Oil, Gas and Mineral Lease dated August 11 , 2004 executed by 
Sammye Kay Collier, recorded in Volume 6547 at Page 208 of the Official Records of 
Brazos County, Texas. 

18. Ratification of Amended Oil, Gas and Mineral Lease dated August 11 , 2004 executed by 
Robert Henry Conaway, Jr. , Guardian of the Person and Estate of Mary Frances Conaway, 
mind, recorded in Volume 6547 at Page 209 of the Official Records of Brazos County, 
Texas. 

19. Ratification of Amended Oil , Gas and Mineral Lease dated August 12, 2004 executed by 
Patsy Ruth Cox, recorded in Volume 6547 at Page 2 llof the Official Records of Brazos 
County, Texas. 

20. Ratification of Amended Oil, Gas and Mineral Lease dated August 10, 2004 executed by 
Dorothy Jean Carter Davis et vir, recorded in Volume 6547 at Page 212 of the Official 
Records ofBrazos County, Texas. 

21 . Ratification of Amended Oil, Gas and Mineral Lease dated August 24 , 2004 executed by 
Leola Todd Davis, recorded in Volume 6547 at Page 213 ofthe Official Records ofBrazos 
County, Texas. 

22. Ratification of Amended Oil, Gas and Mineral Lease dated August 31, 2004 executed by 
Linda Edling Andrews, Successor Co-Trustee of the Glenn Edward Edling Trust, recorded in 
Volume 6547 at Page 238 of the Official Records ofBrazos County, Texas. 

23. Ratification of Amended Oil, Gas and Mineral Lease dated August 13, 2004 executed by 
Lillie Maurine Edwards et vir, recorded in Volume 6547 at Page 239 of the Official Records 
ofBrazos County, Texas. 

24. Ratification of Amended Oil , Gas and Mineral Lease dated September 11 , 2004 executed by 
Linda Ruth Fayard et vir, recorded in Volume 6547 at Page 240 of the Official Records of 
Brazos County, Texas. 

25. Rati fication of Amended Oil, Gas and Mineral Lease dated November 5, 2004 executed by 
First Baptist Church of Bryan, Texas, recorded in Volume 6547 at Page 214 of the Official 
Records ofBrazos County, Texas. 

26. Ratification of Amended Oil, Gas and Mineral Lease dated August 27, 2004 executed by 
Leah Elizabeth Gelber, recorded in Volume 6547 at Page 216 of the Official Records of 
Brazos County, Texas. 

27. Ratification of Amended Oi l, Gas and Mineral Lease dated September 22,2004 executed by 
Joseph R. Gelber, Jr., recorded in Volume 6547 at Page 215 of the Official Records o f 
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Brazos County, Texas. 

28. Ratification of Amended Oil, Gas and Mineral Lease dated August 18, 2004 executed by 
Morris J. Gelber, recorded in Volume 6547 at Page 21 7 of the Official Records of Brazos 
County, Texas. 

29. Ratification of Amended Oil, Gas and Mineral Lease dated August 10, 2004 executed by 
Gladys Jeske, recorded in Volume 6547 at Page 218 of the Offi cial Records of Brazos 
County, Texas. 

30. Ratification of Amended Oil, Gas and Mineral Lease dated August 13, 2004 executed by 
Georgia Kay Jones, recorded in Volume 6547 at Page 219 of the Official Records ofBrazos 
County, Texas. 

31. Ratification of Amended Oil, Gas and M ineral Lease dated August 9, 2004 executed by 
Kenneth John Kindt et ux, recorded in Volume 6547 at Page 220 of the Official Records of 
Brazos County, Texas. 

32. Ratification of Amended Oi I, Gas and Mineral Lease dated September 28, 2004 executed by 
Bemerd Krause, Trustee for Cory Krause, Cameron Krause and Kristin Krause, recorded in 
Volume 6547 at Page 22 1 of the Official Records ofBrazos County, Texas. 

33. Rati fication of Amended Oil, Gas and Mineral Lease dated August 6, 2004 executed by Paul 
Levy, Individually and as Trustee of the Paul Levy Trust, recorded in Volume 6547 at Page 
222 of the Official Records of Brazos County, Texas. 

34 . Ratification of Amended Oil, Gas and Mineral Lease dated June 4, 2005 executed by Linda 
Sue Lingwall, recorded in Volume 6718 at Page 43 ofthe Officia l Records ofBrazos County, 
Texas. 

35. Ratification of Amended Oil, Gas and Mineral Lease dated September 28, 2004 executed by 
Kathy S . McBride, recorded in Volume 6547 at Page 223 of the Official Records of Brazos 
County, Texas. 

36. Ratification of Amended Oil , Gas and Mineral Lease dated August 16, 2004 executed by 
Angus S. McSwain, Jr. , recorded in Volume 6547 at Page 224 of the Official Records of 
Brazos County, Texas. 

37. Ratification of Amended Oil, Gas and Mineral Lease dated August 13, 2004 executed by 
Mary Lois Bland, Co-Trustee of The James Brooks McSwajn Trust, recorded in Volume 
6547 at Page 243 of the Offic ial Records of Brazos County, Texas. 

38. Ratifi cation of Amended Oil , Gas and Mineral Lease dated August 16, 2004 executed by 
Angus S. McSwain, Jr. (a/kla A. S. McSwain, Jr. and Angus Stewart McSwain, Jr.), Co­
Trustee ofThe James Brooks McSwain Trust, recorded in Volume 6547 at Page 245 of the 
Offic ial Records of Brazos County, Texas. 

39. Ratification of Amended Oil, Gas and Mineral Lease dated August 9, 2004 executed by Betty 
Ann Pate et vir, recorded in Volume 6547 at Page 225 of the Official Records of Brazos 
County, Texas. 

40. Ratification of Amended Oil, Gas and Mineral Lease dated August 9, 2004 executed by 
Willie E. Pieters, Jr., recorded in Volume 6547 at Page 226 ofthe Official Records ofBrazos 
County, Texas. 

41 . Ratification of Amended Oil, Gas and Mineral Lease dated August 9, 2004 executed by Cecil 
Gelber Reese, recorded in Volume 6547 at Page 227 of the Official Records of Brazos 
County, Texas. 
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42. Ratification of Amended Oi l, Gas and Mineral Lease dated October 6, 2004 executed by 
John Alex Ri ley et ux, recorded in Volume 6547 at Page 228 of the Official Records of 
Brazos County, Texas. 

43 . Ratification of Amended Oil, Gas and Mineral Lease dated August 27, 2004 executed by 
Martin Luther Riley, Jr. et ux, recorded in Volume 6547 at Page 242 ofthe Official Records 
of Brazos County, Texas. 

44 Ratification of Amended Oil, Gas and Mineral Lease dated February 11 , 2005 executed by 
Claude W. Rosier, recorded in Volume 6547 at Page 229 of the Official Records ofBrazos 
County, Texas. 

45. Ratification of Amended Oil, Gas and Mineral Lease dated February 18, 2005 executed by 
James M. Rosier, recorded in Volume 6547 at Page 230 of the Official Records ofBrazos 
County, Texas. 

46. Ratification of Amended Oil, Gas and M ineral Lease dated January 26, 2005 executed by 
James Edward Rurnfield, recorded in Volume 6547 at Page 23 1 ofthe Official Records of 
Brazos County, Texas. 

47. Ratification of Amended Oil, Gas and Mineral Lease dated January 26, 2005 executed by 
Michael Lynn Rumfield, Sr., recorded in Volume 6547 at Page 232 of the Official Records of 
Brazos County, Texas. 

48. Ratification of Amended Oil, Gas and Mineral Lease dated August 13,2004 executed by The 
Saxon Trust, recorded in Volume 6547 at Page 233 of the Official Records of Brazos 
County, Texas. 

49. Ratification of Amended Oil, Gas and Mineral Lease dated August 11 , 2004 executed by 
Clyde D. Sides et ux, recorded in Volume 6547 at Page 234 ofthe Official Records ofBrazos 
County, Texas. 

50. Ratification of Amended Oil, Gas and Mineral Lease dated August 27, 2004 executed by 
Larry W. Sides et ux, recorded in Volume 6547 at Page 235 of the Official Records of 
Brazos County, Texas. 

51. Ratification of Amended Oil, Gas and Mineral Lease dated January 26, 2005 executed by 
Cindy Lou Smith, recorded in Volume 6547 at Page 236 of the Official Records ofBrazos 
County, Texas. 

52. Ratification of Amended Oil, Gas and Mineral Lease dated August 9, 2004 executed by Ruby 
M. Watson, recorded in Volume 6547 at Page 237 ofthe Official Records ofBrazos County, 
Texas. 

53 . Oil and Gas Lease No. M-106093 (Pooling Agreement) dated October 4, 2006 covering 15 
acres, more or less, in Brazos and Grimes Counties, Texas, by and between the 
Commissioner of the General Land Office of the State of Texas, as lessor and Patterson 
Petroleum LP, Limited Partnership, as lessee. 
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EXHIBIT "B" 
Attached to and made a part of the State ofT exas Pooling Agreement 

Pursuant to TNRC §52.076 for the Patterson Petroleum LP - Peters No. 5 Unit 
Brazos and Grimes Counties, Texas 

1 ,280 acres, more or less, out of the Perfecto Diaz Survey, Abstract 1 06, Brazos 
County, Texas and the J.R. Gaines Survey, Grimes County, Texas, more particularly 
described as follows: 

Beginning at a fence corner marking the most southerly corner of a called 427 acre 
tract described in a Warranty Deed from J.E. Newcomb, et alto Edward H. Foltin , et ux 
dated February 15, 1956 and recorded in Volume 173 at Page 34 of the Deed Records 
of Brazos County, Texas, then North 42°09'46" East 1126.98' to the Place of Beginning 
herein; 

Then North 4J034'40" West 5443.42' to a point for corner; 
Then North 42°25'20" East 1449.28' to a point for corner on the fence line 

between the Foltin called 427 acre property and Peters called 451 .25 acre property; 
Then North 47°34'40" West 1060.25' to a point for a corner; 
Then, across the Peters property crossing a called 451 .25 acre tract and onto a 

called 557 acre tract, North 42°25'20" East 6557 .40' to a point for a corner; 
Then South 48°53'14" East 1143.00' to a point for corner; 
Then North 42°25'20" East 1143.30' to a point for corner on the northeast line of 

the Peters property; 
Then South 48°53'14" East to the western high bank of the Navasota River and 

continuing across the river to the high bank on the east side of the Navasota River for a 
corner; 

Then down the Navasota River, along the high bank on the Grimes County side 
of said river, in a general southerly direction to the intersection of said high bank and 
the common northwest corner of the J.R. Gaines Survey and the southwest corner of 
the A. Briscoe Survey, Abstract 116; 

Then in an easterly direction along the common survey line of the J.R. Gaines 
Survey and the A. Briscoe Survey, Abstract 116, to the northeast corner of the J.R. 
Gaines Survey; 

Then in a southeasterly direction along the common survey line of the J.R. 
Gaines Survey and theM. McDowell Survey, A-501 to the high bank of the Navasota 
River; 

Then down said high bank of the Navasota River to a point that intersects with a 
line whose bearings begin at the Place of Beginning and then runs North 42°09'46" 
East 542.46' and then South 47°34'40" East 4814.26' to a point for a corner and then 
North 42°25'20" East to a point on the high bank on the Grimes County side of said 
river; 

Then South 42°25'20" West to a point of intersection for a corner that intersects 
with a line whose bearings begin at the Place of Beginning and then runs North 
42°09'46" East 542.46' and then South 47°34'40" East 4814.26'; 

Then North 47°34'40" West 4814.26' to a point for corner; 
Then South 42°09'46" West 542.46' to the Place of Beginning. 
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