STATE LEASE MF105344
CONTROL BASEFILE

01-002809 000

SURVEY : NAVASOTA RIVER
BLOCK :

TOWNSHIP : 00
SECTION/TRACT: 3-As

PART $

ACRES : 30.00 ’
DEPTH LIMITS : N~ O — 7,573

Rentals: %— LESSEE : PATTERSON PETROLEUM LP.

LEASE DATE ¢ JULNL8%2005
Lease PRIMARY TERM : 3 yrs
Admin: BONUS ($) : 4500.00

RENTAL ($) : 85.00
Mineral ROYALTY : 0.25000000
Maps: VAR ROYALTY :
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State Lease Number

M-105344

For GLO Use Only
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July 19, 2005
MINERAL LEASE BID APPLICATION

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

APPLICANT Name: Patterson Petroleum LP, Limited Partnership
IDENTIFICATION
TO APPEAR ON Address: P.O. Drawer 1416

LEASE (type/print)
City: Snyder State: Texas Zip: 79550-1416
(Include +4 Code)

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

AREA County(ies): Brazos/Grimes Survey/Area: Navasota River
DESCRIPTION (If Applicable)
i, Block/Tsp.: Section/Tract: 3-A Acres: 30.0
s . (If Applicable)
T BID (A) Bonus Amount ($)4,500.00

sees SUBMISSION
fon® Four Thousand Five Hundred and No/100 Dollars

. (type/print above)
.:'l .:
. (B) Sales Fee Amount ($)67.50

Pl Sixty-Seven and 50/100 Dollars
(type/print above)
This Sales Fee is 1'2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.

MGL. NO. APPLICANT NAME BONUS AMOUNT ONLY (A)

(Do Not include sales fee) 0
‘ Q

68 Patterson Petroleum LP, Limited Partnership J4,500.00 7&

(same as above) 0
STATE OF TEXAS <‘25\

weins
(must be an 11-digit number)

SIGNATURE OF 0
AGENT —

)
signatu 0
o 1.9 79

Ralph W. Owens

(type/print name)
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PATTERSON PETROLEUM LP

. a limited partnership Page 1 of 1
- P.0. BOX 1416
SNYDER, TEXAS 79550
325/574-6300
Vendor Name Vendor No. Date Check Number Check Total
TEXAS GENERAL LAND OFFICE 20581 Jul-13-2005 052973 $4,500.00
VOUCHER VENDOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
07-AP-465 07/12/08 07/12/05 4,500.00 0.00 4,500.00
TOTAL INVOICES PAID 4,500.00
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DETACH AND RETAIN FOR TAX PURPOSES
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PATTERSON PETROLEUMLP

. . a limited parinership Page 1 of 1
. P.Q. BOX 1416
SNYDER, TEXAS 79550
325/574-6300
Vendor Name Vengor No. Date Check Number Check Total
TEXAS GENERAL LAND OFFICE 20581 Jul-13-2005 052978 $67.50
VOUCHER VENDCOR INV # INV DATE TOTAL PRIOR PMTS NET
AMOUNT & DISCOUNTS AMOUNT
07-AP-467 7/12/05 07/12/05 67.50 0.00 67.50
TOTAL INVOICES PAID 67.50
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DETACH AND RETAIN FOR TAX PURPOSES
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Lease Form
Revised 10/99
River

Qustin, Texas

OIL AND GAS LEASE
NO. M-105344

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

TRACT 3-A OF THE NAVASOTA RIVER, BRAZOS & GRIMES COUNTIES, TEXAS, CONTAINING APPROXIMATELY 30 ACRES; TRACT 3-A IS BOUND ON ITS
UPSTREAM END BY A NORTHWESTERLY EXTENSION OF THE NORTHEAST LINE OF THE ANDREW BRISCOE SURVEY, A-116, GRIMES COUNTY, AND IS
BOUND ON ITS DOWNSTREAM END BY A NORTHWESTERLY EXTENSION OF THE SOUTHWEST LINE OF THE RICHARD LAMB SURVEY, A-305, GRIMES
COUNTY,

was, after being duly advertised, offered for lease on the 19" day of July, 2008, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School Land
Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above described area; and

W'HEREAS after all bids and remittances which were received up 1o said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a

ing thereof in the G | Land Office, on the 19" day of July, 2005, hereinafter the "effective date” and it was found and determined that PATTERSON PETROLEUM LP,
LlMITED‘ PARTNERSHIP whose address is P.O. BOX 1416, SNYDER, TEXAS 79550-1416, had offered the highest and best bid for a lease of the area above described and is, therefore,
entitled to receive a lease thereon:

NOW, THEREFORE, |, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor,” whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Four Thousand Five Hundred And 00/100 Dollars ($4,500.00), receipt
of which is bereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise, grant,
lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

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

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

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

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

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

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
produced from any well on said land (except as provided herein with respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross
production or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where
produced and when nun, or the gross price paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this lease contract shall not at
any time exceed 14,65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law,
and for specific gravity according to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing.



{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, 1/4 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of
residue gas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid
hydrocarbons, atirfbutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or ils parent, subsidiary or
affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under a processing zgreement negotiated at anms' length (or if there is no such third party, the highest pexcent then being specified in processing agreements or contracts in the industry), whichever
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liguid hydrocarbons),
whichever is the greater. Inno event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

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

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

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

(i) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expiration
of twelve (12) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessce may eam a
reduced royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as 2 dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to earn a reduced royalty rate by giving notice to the Commussioner of the General Land Office, commencing drilling operations on an additional well prior to the
expiration of such three {3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established
and so that such preduction is brought on line and sales thereof are commenced prior to the expiration of such three (3} month extension period. .

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

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

() 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 herevmder
in any processing plant. Notwithstanding anything contained hercin to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled 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} MINIMUM ROYALTY: During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall
be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of
this lease a sum equal io the total annual rental less the amount of royalties paid during the preceding year.

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

5, ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following manner:
Payment of royalty en production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or
reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put
into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, dispesition and market
valuae. In all cases the authority of a manager or agent to act for the Lessce herein must be filed in the General Land Office.  Each royalty payment shall be accompanied by a check stub,
schedule, summary or other remittance advice showing by the assigned General Land Office lease mumber the amount of royalty being paid on each kease. 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 $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due
date provided herein. Payment of the delinquency 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 royzlties were
originally due. The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of the royalty or to that portion of the royalty in dispute a3 to fair market value.

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

(B} DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-eutry, temporary sbandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
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Commission forms for application to drill. Cmofmﬂmnmmmwﬂmwmnhmﬁmwhﬂmlundomulluwdngu:ymﬁhdwifhnuhm
Railroad Commission. Lmumumhlhﬂmﬂhndoﬁuwhhmymmmmrepwu.cmundwu.womnmfmﬁonuhdnmlhmufh
above-described premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey
mdlmdnbon-hokncu'm.&nmtlwbnuofﬂnnutuwh;mtlnlnuldcpdmrm!l.ohllwelhdﬁlhdonlhelbovedcscﬁbedpmﬁmmdshnllmmniumoupyol’lhebgofmh
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set
bymwmomm&mﬁwmmthemuwmh&uwhenﬂummihwmduinlheﬁmlund()ﬂkc.

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

(A) VERTICAL: In the event this Jease is in force and effect two (2) years afier the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding cach gas well capable of producing in paying quantities (including a shut-in
nilnrwwelluprmﬂedinl’mmhllheuof).orlwe[lwnnwhichl..eueeisihenenppdhommmdﬁllmgmnwmkingopmﬁom.mﬂ)ﬂ\enmbcm[uminclwndmlprodmins
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to & proration unit for
each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within 90 days of a
p;rh'nlwmmﬂnnonmI.enemweordmcwkhlhiuwpu;whmdmpuymmnmnninimnnﬁlmgfeembyﬁemlumomcemk:iueﬂ'uclumetimoflhcpmhlwmm&m
lmoelhlllhlwthriduhobuinnwﬁceml'nriupeumdegreuwmdmduumﬁwndpmﬁnnnfthekmdpmﬁmumybenuomhly y for the continued operation
of the portions of the lease remaining in force and effect. Ifmﬁhmtwhfmasmmmmwdaypeﬁodmmmou,Lcsmmyapplyfmlmfnulemﬁmthelaud
Oﬂhe.bullhchMCmmﬁuimmhuhdiumﬁmlnmmdmymhnppﬁcuﬁonmdmmdwl‘eel‘otlmhmfmleue

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate as to all depths below 100
foet below the total depth drilled (hereinafter “deeper depths”) in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
mml.uwepaysunummtoqmlwmhﬂr(tn)orlhbonuod@unypuﬁummmhrlhilhm(u:peciﬁedonpquIhcml). If such amount is paid, this lease shall be in force
and effect as to such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such
deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
undoﬂkc.woo@mbdhydnﬁlﬁmﬂummrﬂudbyhﬁewﬂhudomoenﬂumeﬂbelmﬂndlwdtwkmhm If Lessee fails or refuses to execute and record such release or
uleuuMlhinnﬁmy(%)d:ynmetbeimmqmudiodnwbylbeomlundomu.lhmﬂn(‘mm’ssiownhiuoledhcmﬁmmy&simubywﬁmnimmmﬂxmgemdm
mwhmwmm:whwwnum‘uwmmemmmmwbenlheIeucilbcuedmdhtheo!ﬁcialmcmdsomqulundOﬂkundlmh
designation shall be binding upon Lessee for all purposes. Ihuuythtnﬂnnhcﬁu&wdaunf&uwﬁdminmmmmimMnof.liuuppliclbieﬁcklmk:nuchmpdwuuwellor
welhbcahdhwonmruchuiﬂedsol.hnlnnlcruphmnuubcahdwnidweﬂorw:lhl’ntprodmtionpmwu.this!emshulllh:ﬂwonmnﬁmleumluumnwnhcruﬂn
allocated to said well or wells for production purposes.

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which wcllhmim‘n;lhaamcoveudhylhhkuc.l.heLcssceshnll.wiltdnmlylbO)dlyslﬂ:umhinilinlymdmm&mnme
dni:dn;wetlotﬂ:ewclliocltadwimiuumthouund(l.OOO)F:etfmmlh:mcomedbythishaubeginingnndfumnﬂpmmmditimuyundtinin;unnuﬂ'mwellonﬂuuucom'td
Irydn'lIeuc.nndluchoﬂiﬂwe!lslnlibedrilbdlolmhdwlhuﬂlybuwwpmwmwmdudnhngcofthuucovundbylﬁnuu.mdiheLum,nnnuuwdﬁ!luMuclll
means necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the Commissioner and with his written approval,
mnyuxepl)nmmoflconpmnmmynltynmlhsohﬁpﬁmwd:ﬂlmuﬂsetweﬂaw:lhmquﬁeduﬂaﬂm Paragraph.

9, DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term hereof and prior to discovery and production of oil or gas on said land,
lgsm:hnulddﬁlhdrylmkorhohal.hermn.orifd:riulbeptirmylmnhuwrmdnﬂuthediacoverymdlcmlpmdwu'wofmlurps&mnﬂukucdpmmcuuchpmdmﬁonﬂmf
sbouldmu&ummywm.mbhuc;hnﬂMmﬁmﬂifonwbefmednuphdmofmty(bﬂ)day:&omdulcofcwphdmorniddryhnleurcusa:ionorpmducuonl.umcmmuncu
udu:ﬁﬁouldﬁllhuorwwmt'mgopenﬂaummmwpuyuwwnda:ﬂ-mummldehymuulinlhemmmupmvidedmmhlnu. If, during the last year of the primary term or
wiﬂ:’nliny{w)d:y:primmmn.ldtyhnkbecouphhduﬂabmdoned.wlhepmdmﬁmnfoﬂapuhoaumfmmymLwte'snxhulhaﬂmnlhnﬁdltmvemdeﬂeclwiﬂnm
Mthnupeﬂﬁoumﬁlﬂuexphﬁnuufﬂuprimuymn:uudil‘l.zmchunotnwu:dpmductioninpayin;qulnﬁn«lmuexpimionomaepﬁnuymLcssecmynuinnin%hhleauby
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under Paragraph 10. Should the
ﬁruwenmmynbuqmmwelldrﬂbdmdwlbowduamundbemhhdunhm-h:oilorpnwellwitbintheprhmymhuwf.meymmpaymaloflhﬁmm]mﬂlin
lbemnmumvidedhcninonwbeﬁnﬂrumﬂpamamﬁothwin;ﬂnexpinﬁmof;iny(w)dlysfmtnthcduu:ofcon'plen'annhm:h:hminoilur;uwellnmlmonlhﬁilw:
1o make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is Jocated on the leased premises payments may
be made in accordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease from
mycluu.thulnushnllmlumiuhifLumcanmm«nddiﬁomldﬁﬂhuwuwuﬂhgmnﬁouwimﬁxw(w)dly:lﬂcrmhccmﬁnmmdthish;unhaﬂmmininmllfmcemd
eﬁectfnunhngnmhopuaﬁmcmﬁmhpodhimwinwommhmwimmmmmwmmeUunsimy(wMays. If such drilling or reworking operations result in
lhepmdmﬁunofuilurmmemlhullmmininMIfnmumdeﬂ'eclrntwlun;uuilorguispmdmodﬁmmh:lemdpunisuinpayingqmuuezutp-mntohhut-hoilorwwl]
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease
w-lllnoltommll'lh:I.z:uemmmudd]ﬁnmlMﬂinawwwo&hmopcﬂmmmmmw(ﬁo)danlﬂﬂmemwkmdmwellundlyhok.mdlhisleaumuminmtn‘mn
hagubmucmdnwdrﬂliuwuwmﬁn;opcnﬁouhgoodfaithmdinaworkmnﬁkenunmwiﬂnulmmwﬁomwulizummmmry(w)dny:. Lessee shall give written notice o
the General Land Office within thirty (30) days of any cessation of production.

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gas. Lfatmydn:nﬁcrdnexphﬁmofﬂupﬁmwmahmﬂnLunu‘lbeinashulin.wubeinsrmmuimdinroncndclﬁscl.nwellcapnbleofpmdminuuilotwhpnyin;
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal mduubleﬂnnnnunlmnu!pmvidod'mlheleue.bulnnlkuuunSI.ZDO.ynrfmuchwel]cnpubleofpmdmi.n;uiiotm'mplyinlqunﬁ&s. To be effective, each
inidlllhm-hnoﬂorplmylltymtbnpuidoacrbcﬁm:(l)dwnphtionumzpﬁtmrymu)wdlysmﬂlhcL:mecemslopmdmoilurpsﬁmnﬂu leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be considered to
he-pmdu:iulunmd!.hepay:mumnnxlendlhemonhehuu(unpu‘iodoluneyur!mmlhemduflheprilmryttmxorﬂnmd:fmtdayofllwnmﬂafolhwmgdﬂnnnlhinwhkh
production ceased, and, afer that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1) year by
paying the same amount each year on or before the expiration of each shut-in year.

12. COMPENSATORY ROYALTIES: If.dm'ia;lhepuimlﬂ!Iﬂn'ukcptineﬂ'aﬂhyplymunfmlhut-inoilotmmylhy.oilarmi.sscldlnddclimediuplyimqunﬁﬁuﬁunl
wellloawdwithhomthmnnd(l.wO)feetoflheleuedpcmimmicmlewdinlhempmdmin;muvoh‘.minmycminwhichduﬁn;choccm;.lheri;hlloconﬁuuwunhuin
thohnubyplyhlhnhm-iuuilmwmylltylhllmn.buduhnlhﬂmnnhcﬂacﬁwhfﬂnm-hduofﬂnywhwmmemyﬂtyhnsbempnn The Lessee may maintain the



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

13. EXTENSIONS: If, at the expiration of the prinary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee mzy, on or before the expiration of the primary term, file in the General Land Office written application to the Comnmissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars {$3,000,00) il this lease covers six hundred forty {640) acres or Jess
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and
after the expiration of the primary term and so long thereafter as ofl or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being
conducted make like application and payment during any thirty (30) day extended pericd for an additional extension of thirty (30) days and, upon receipt of such application and payment, the
Conmissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30} day period and so long thereafter as oil or gas is produced in paying
quantities; provided, however, that this lease shall nat be extended for more than a total of three hundred ninety {390) days from and after the expiration of the primary term unless production in
paying quantities has been obtained.

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

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

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

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

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

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

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

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior written consent of the Commissioner of the
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. Al transfers must refereice the lease by the
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section §2.026, accompanied by the filing fee preseribed by the Geaeral Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and
penzalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unipaid royalties.

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

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

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




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

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

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office govering drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation distnict or by the United States for the purpose of navigation or other
purpose incident to the operation of a port, then Lessee shall not be entitled 1o enter or possess such land without prior approval as provided under Section 61,117 of the Texas Water Code, but
Lessee shall be entitled 1o develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at night angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any part of the equipment from any
producing, dry, or abandoned well or wells without the written consent of the 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 the casing or any other equipment, matenal, machinery, appliances or property owned by Lessee
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of govemmental authority, then while so
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in support 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 50 long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the
leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended tenm, nor io abridge Lessee's night to a suspension
under any applicable statute of this State.

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

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the
School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, onfumymunuunexpmmnarm:prmymonheulendedmumkmmvmll:nu
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, rel fered, or
ochawmuvmd,whlmmkmmawmmumumnrmhudmummmmnuukwwdmmmmamm&ﬂum
of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land is encountered during the activities authorized by this lease,
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N, Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate.
Lessee is expresaly 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). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a
project location. An archacological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, object, location, artifact or
other feature of archacological, scientific, educational, cultural or historic interest is encountered during the activities authorize by this lease, lessee will immediately notify lessor and the Texas
Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate.

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

30. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus, & Com. Code,this lease must be filed of record in the office of the County Clerk in any county in which all or any part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent 1o the General Land Office.



31, EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of
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STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

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

and acknowledged to me that he executed the same

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

Given under my hand and seal of office this the day of , 20
Notary Public in and for
STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

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

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

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

Notary Public in and for




GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

August 19, 2005

Mr. Ralph W. Owens

Patterson Petroleum Lp, Limited Partnership
P.O. Box 1416

Snyder, Texas 79550-1416

Dear Mr. Owens:

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on July
19, 2005. | am pleased to inform you that Patterson Petroleum Lp, Limited Partnership
was the high bidder on MGL. No. 68, which has been assigned the lease number M-
105344,

The lease agreement for State Lease M-105344 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,

V. =

Robert B. Hatter, Director
Mineral Leasing Division
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OIL AND GAS LEASE
NO. M-105344
mp---um'ruunmuunumcu-cn-pmn.as,sn.ua-p-sz.smma-nma(uucmmmnuumnunmc.;..u.qm-.u
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applhicabl and amend 1o said

N.R.C., the following area, to-wit:

TRACT 3-A OF THE NAVASOTA RIVER, BRAZOS & GRIMES COUNTIES, TEXAS, CONTAINING APPROXIMATELY 30 ACRES; TRACT 3-A IS BOUND ON ITS
UPSTREAM END BY A NORTHWESTERLY EXTENSION OF THE NORTHEAST LINE OF THE ANDREW BRISCOE SURVEY, A-116, GRIMES COUNTY, AND IS

BOUND ON ITS DOWNSTREAM END BY A NORTHWESTERLY EXTENSION OF THE SOUTHWEST LINE OF THE RICHARD LAMB SURVEY, A-305, GRIMES
COUNTY,

was, after being duly advertised, offered for lease on the 19" day of July, 2008, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School Land
Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above described area; and

WHEREAS, after all bids and remittances which were received up 1o said time have been duly considered by the Commissioner of the Genera! Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 19 day of July, 2005, hereinafler the "effective date” and it was found and determined that PATTERSON PETROLEUM LP,
LIMITED PARTNERSHIP whose address is P.O. BOX 1416, SNYDER, TEXAS 79550-1416, had offered the highest and best bid for a lease of the area sbove described and is, therefure,
entitled to receive a lease thereon:

NOW, THEREFORE, |, Jerry E. Patierson, Commissioner of the General Land Office of the State of Texas, hereinafier sometimes referred to as "Lessor,” whose address is Austin, Texas, by
virtue of the suthority vested in me and in consideration of the payment by the bereinafier designated Lessee, the sum of Four Thousand Five Hundred And 00/100 Dollars (34,500.00), receipt
of which is hereby acknowledged and of the royaltics, covenants, stipulations and conditions contained and hereby agreed o be paid, observed and performed by Lessee, do bereby demise, grant,
lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and ke oll and/or gas from the aforesaid ares upon the following terms and conditions, o-wit:

I. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the pruperty covered hereby and all rights with respect 10 the surface and subsurface thereof for amry and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the mincrals which are not covered, or which may not be covered in the future, under the terma of this lease, but which may be located within the surface boundaries
of the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and w0 the leased premises granted 10 Lessee herein shall be excrcised in such a manner
that neither shall unduly interfere with the operations of the other.

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

3. DELAY RENTALS: Ifno well be commenced on the land hereby leased on or before the anniversary date of Uns lcase, this lease shall lerminate as o both parties unless the Leasee on or
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas st Austin, Texas, the sum of Five Dollars ($5.00), per scre, which shall operate as
rental and cover the privilege of deferring the commencement of & well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of & well may
be farther deferred for like periods of the same number of months successively during the primary term bereof.

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

(A) OIL: As a royalty on oll, which is defined as including all hydrocarbons produced in » Hquid form at the mouth of the well and also all condensate, distillate, and olber liquid
hydrocarbons recovered from oil or gas run through & separator or other equipment, as hervinafter provided, 1/4 part of the gross production or the market value thereof, st the option of the
Leasor, such value 1o be determined by 1) the highest posted price, plus premdum, if sny, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of » like type and
gravity in the general area where produced and whea run, or 2) the highest market price thereof offered or paid in the general ares where produced and when run, or J) the gross proceeds of the
sale thereof, whichever is the grealer. Lessee agrees that before any gas produced from the land hereby leased in s0ld, used or processed in a plant, it will be run free of cost 10 Lessor through an
adequate oil and gas separator of conventional type or other equipment st least as efficient to the end that all liquid hydrocarbons recoversble from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terma and conditions as prescribed by Lessor.

(B) NON-PROCESSED GAS: As » royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) sbove,
produced from any well on said land (except as provided herein with respect o gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross
production or the market value thereof, at the option of the Lessor, such value w0 be based on the highest market price paid or offered for gas of comparable quality in the general arca where
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the i pressure base in measuring the gas under Lhis lease contract shall sot at
any time exceed 14,65 pounds per square inch absolute, and the standard base termperature shall be sixty (60) degrees Falwenheit, comrection to be made for presswre according to Boyle's Law,
and for specific gravity acconding to test made by the Balance Method or by the most approved method of testing being used by the industry at the time of lesting.




Doc B Vol Fa
DO202272 RP 1141 188
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liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the tota! plant production of
residue gas attributable 10 gas produced from this lease, and on fifty percent percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of lquid
hydrocarbons, atributable o the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parest, subsidiary or
aﬂhu)amuh-ut.hmMwammhmm(M)uhmmmulmMMpwum
under & processing agreement negotiated at anms’ length (or if there s no such third party, (e highest perceat then being specified in processing agreements or contracts in the industry), whichever
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of
comparsble quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted aversge gross selling price for the respective grades of liquid hydrocarbans),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS: MamMquhﬂ.Mﬁm“roﬂummamw&mm(mﬂ;hﬂdhﬁww\nﬂ)whmm:uh
" "dry” or any other gas, by fractionating, bumning or any other processing, /4 pant of gross prody of such products, or the market value thereof, at the option of Lessor, such
market value o be determined as follows

(1) On the basis of the highest market price of each product, during the sawme month in which such product is produced, or
(2) Om 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) YVARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantitics is established pursuant to the terms of
this lease and such production is brought on line and sales thereof are commenced within twelve (12) months of the effective date hereof, the royalty rate provided herein shall be reduced to 20%,
and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessee may eam a reduced
royalty rate of 20% as herein provided, Lessee should drill in good faith and complete the first well as 3 dry bole on the land covered by this lease, Lessce may recelve a three (3) month extension
of the term in which to carn 1 reduced royalty rate by giving notice o the Commussioner of the General Land Office, commencing drilling operations on an additional well prior o the expirstion of
such three (3) month period and prosecuting diligently and in good faith the drilling of such sdditional 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 peniod.

(if) In the event production in paying quantities is established pursuant to the verms of this lease and such production is brought on line and sales (hervof are commenced after the expiration
of twelve (12) months from the effective date hereof but prior o the expiration of twenty-{our (24) months from the effective date bereof, the royalty rate provided heretn shall be reduced to
22.5% and shall apply to cach subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lesses may cam a
reduced royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a (ree (3) month
extension of the term in which (0 earn a reduced royalty rale by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior 1o the
expiration of such three () mouth period and prosecuting diligently and in good faith the drilling of such additional well and completing sdme so that production in paying quantities is established
and so that such production is brougiut on line and sales thereof are commenced prior (o the expiration of such three (3) moath extension period.

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

(G) ROYALTY IN KIND: Notwithstanding snything contained herein to the contrary, Lessor may, at its option, upon oot less than 60 days notice (o Lessee, require at any time or from
hnmhmo‘nﬂwmmlﬁwﬁblmuﬁhhuh-tnwmmbhoﬂdmmwi‘.mum
dehydrating, sing, p ring and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor'y right to take its royalty in kind shall
mmt«mmmuwmmmummmmm

(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 o process gas produced hereunder
in any processing plant. Notwithstanding anything coatained herein to the contrary, and subject 10 the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the
same may thereafler be produced and sold or used by Lessee in such manner as 1o entitle Lessor o a royalty thereon under the royalty provisions of this lease.

(I) MINIMUM ROYALTY: During any year after the expiration of the primary term of this lease, if this lease s maintained by production, the royalties paid 1o Lessor in o event shall
be less than an amount equal (o the il snoual delay rental herein provided, otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of
this lease a sum equal 10 the total snnual rental Jess the amount of royalties paid during the preceding year,

() MARGINAL PRODUCTION ROYALTY: Upon Lessec'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 () to extend the economuc life of this lease and encoumge recovery of oil or gas that might otherwise remain unrecovered.  Any such royalty reduction must
conform to the requirements of any School Land Board admunistrative rules on this subject. Royalty may sot be reduced below the applicable statutory minimum.

5. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid 1o the Cormmissioner 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 curently provide that roysity on oil is due and must be received in the
General Land Office on or before the Sth day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, ogether with a copy of all documents, records or
reporta confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memorunda of smount 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 suthority of a manager or agent to act for the Lessee berein nust be filed in the Genersl Land Office. Each royalty payment shall be accompanied by » check stub,
schedule, summary or other remittance advice showing by the ussigned General Land Office lease number the amount of royalty being paid on cach lease. If Lessee paya his royalty on or before
thirty (30) days afler the royalty payment was due, then Lessce owes a penalty of 5% on the royalty or §25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10% of the royalty doe or $25.00 whichever is greater. In addition 10 » penalty, royaities shall accrue interest st 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 & penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due
date provided berein. Payment of the delinquency penalty shall in no way operate o prohibit the State’s right of forfeiture as provided by law nor act 1o postpone the date on which royalties were
originally due. The above penalty provisions shall not spply in cases of title dispute as o the State's portion of the royalty or (o that portion of the royalty in dispute as to fair market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: WMMyMMWGrMMMO&MHMMﬂIDMoﬂdu
reserves underlying (his lease or allocable to this lease and shall furnish said Comenissioner with copies of all contracts under which gas is sold or p d and all sub agreements and
amendments to such contracts within thirty (30) days afler entermg into or making such [T or amendments. Such ﬂw——mmmwumu
Office shall be held in confidence by the Gencral Land Office unless otherwise suthorized by Lessce. All other contracts and records pertaining w the production, transportation, sale and
MdhdﬂmMWMMuwhmw ts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall a1 all tmes be subject w

ination by the C T of the General Land Office, the Attorney General, the Governor, or the representative of any of them

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

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

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

(A) YERTICAL: In the event this lcase is in force and effect two (2) years after the expiration date of the primary or extended tenn it shall then termunate as 1o all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including & shut-in
oil or gas well as provided in Paragraph 11 hereof), or 8 well upon which Lessee is then engaged in continuous drifling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocaled for production purposes to a proration unit for
each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental suthority having jurisdiction. Within 90 days of a
partial termination of this lease in sccordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the nght o obtain a surface lease for ingress and egress on and across the termuinated portion of the leased premises as may be reasonably necessary for the continued operation
of the portions of the lease remaining in force and effect. If Lessee fails to apply for a swiace lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and o set the fee for such surface lease.

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

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as 1o each well shall, as nearty as practical, be in the forn of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days afier partial termination of this lease as provided berein, Lessoe shall exccute and record a
release or releases containing s satisfactory legal description of the screage and/or depths not retained b der. The rded release, or a certified copy of same, shall be filed in the General
Land Office, sccompanied by the filing fee presoribed by the General Land Office rules in effect on the date the release is filed. If Lessee fils or refuses 1o execute and recond such release or
releases within nincty (90) days after being requested o do so by the General Land Office, them the Counnissioner at his sole discretion may designate by written instrument the acreage and/or
depths 1o be relensed hereunder and record such instrument at Lessee's expense in the county or counties where the lease is located snd in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafter all d w said well or wells for production purposes, this lease shall thereupon terminate as o 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 commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lossee shall, within sixty (60) days after such initial production from the
draining well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area covered
by this lease, and such offset well shall be drilled w such depth as may be nocessary o prevent the undue drainage of the area covered by this lease, snd the Lessec, manager or driller shall use all
means necessary in a good faith effort to make such offset well produce oil end/or gas in commervial quantities. Only upon the determination of the Commissioner and with his writien approval,
may the payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required under this Parsgraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: [f during the primary term hereof and prior 1o discovery and production of ofl or gas on said land,
Lessee should drill a dry hole or holes thereon, or if during the primary tern hereof and afler the discovery and actual production of oil or gas from (he leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of ofl or gas should cease for any cause, Lessee's rights shall remain in full force and effect without
further operations until the expiration of the primary termy and if Lessce has not resumed production i paying quantities at the expiration of the primary termy, Lessee may maintain this lease by
conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under Paragraph 10, Should the
first well or any subsoquent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume payment of the annual rental in
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in ol or gas well and upon the filure
to make such payment, this lease shall ipso facto terminate. [f at the expiration of the primary term or any time thereafier & shut-in oil or gas well is located on the leased premises payments may
be made in accordance with the shut-in provisions hereof.

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

11. SHUT-IN ROYALTIES: For purposes of this paragraph, “well” means any well that has been assigned a well number by the stale agency having jurisdiction over the production of oil
and gas. If at any tme afler the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, 8 well capable of producing oil or gas in paying
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as & shut-in oil or gas
royalty an amount equal to double the annual rental provided in the lease, but not less than $1,200 & year for cach well capable of producing oil or gas in paying quantities. To be effective, each
initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days afier the Lessee ceases o produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a drilling or reworking operation in accordance with the lease provisions; whichever date is latest 1f (he shut-in ofl or gas royalty s paid, the lease shall be considered to
be a producing loase and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1) year by
paying the same amount each year on or before the expimtion of each shut-in year.

12. COMPENSATORY ROYALTILES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from s
woll located within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drainage is occwring, the right 1o continue 1o maintain
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the
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is completed in the same producing reservolr and within one thousand (1,000) feet of the Jeased premises. The compensatory royalty is w be paid monthly w0 the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of ressonable development nor the
obligation to drill offset wells as provided in NR.C. Section 52.034; however, st the determination of the Commissioner, and with the Commissioner's written approval, the payment of
mmu—mmumummm Compensatory rayalty payments which are not timely paid will accrue penalty and interest in sccordance with Paragraph §
L4

13. EXTENSIONS: If, st the expiration of the primary lerm of this lease, production of oil or gas has not been obtained on the Jeased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars (33,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollary ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and
after the expiration of the primary term and so long thereafter as ol or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling operations are being
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days snd, upon receipt of such application and payment, the
Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafler as oil or gas is produced in paying
quantitics; provided, however, that this lease shall not be exiended for more than & total of three hundred ninety (390) days from and after the expiration of the primary term unless production in
paying quantitics has been obtained.

4. USE OF WATER; SURFACE: Lessoe shall have the right 0 use water produced on said land y for op b der and solely upoun the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject 0 its obligation o
pay surface damages, Lessee shall have the right (o use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

1S. POLLUTION: In developing this area, Lessoe shall use the highest degree of care and all proper safeguards to prevent poliution. Without limiting the loregoing, pollution of coastal
wethands, natursl waterways, rivers and impounded water shall be prevented by the use of containment facilitics sufficient to prevent spillage, seepage or ground water contanznation. In the event
of pollution, Lessee shall use all means at its disposal 1o recapture all escaped hydrocarbons of other pollutant and shall be responsible for all damage to public and private propertics

(A) UPLANDS: Lessee shall build and maintain fences around its slush, sump, and drumage pits and tank batieries 5o as 10 protect livestock against loss, damage or injury; sad upon
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon.

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

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

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

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance uot 1 excoed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of a multiple header system, cach line between each well and such tank or header shall be legibly
identified at all times, either by a firmly attached tag or piate or an identification properly painted on such line at a distance not to exceed three (3) feot from such tank or beader connection. Said
wigm, tags, plates or other idenufication markers shall be maintained in & legible condition throughout the term of this lease

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the Hability of the transferor W property discharge #ts obligation under the lease, including properly
plugging sbandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass 1o the transferee upon the prior written consent of the Commissioner of the
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other seourity. All ransfers must reference the lease by the
file number and must be recorded in the county where the arca I located, and the recorded transfer or 8 copy certified to by the County Clerk of the county where the transfer is recorded must be
filed in the Cencral Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, panicd by the filing fee prescribed by the General Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof Every transferve shall succeed 10 all rights and be subject to all obligations, liabilities, and
penalties owed o the State by the original lessee or any prior transferee of the lease, mcluding any Habilities 1o the state for unpaid royalties.

18. RELEASES: Lessee may relinquish the rights granted bereunder 1o the Stale at any time by recording the relinquishment in the county where this arca is situsted and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in effect
on the date of receipt by the General Land Office of such relinquishment or certified copy thersof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore
accrued in favor of the State.

19. LIEN: In sccordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the arca covered by this lease 1 secure payment of all unpaid royalty
wnd other sums of money that may become due under this lease. By scceptance of this lease, Lessee grants the State, in addition (o the lien provided by N.R.C. Section 52.136 and uny other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may sccrue 0 Lessee from the sale
of such leased minerals, whether such proceeds are held by Lessee or by a third pasty, and all fixtures on and improvements to the leased premises used in tion with the production or
processing of such leased ninerals in order to secure the payment of all royalties or other amounts due of 10 become due under this lease and to secure payment of any damages or loss that Lessor
may suffer by reason of Lessee’s breach of amy covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
in the manner provided in the Tille |, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Conunissioner nay require Lessee to execute and record such instruments as
may be reasonably necessary w0 scknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arnising from and relating 1o Lessee's activities upon the
above-described property or from Lessee'’s aoquisition of this lease. Should the Commissioner at any time determine that this representation is not trus, then the Commissioner may declare this
lease forfeited as provided herein

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (10) days after it becomes due, or if Lessee or an authorized agent should knowingly make aiy
false return or false report concerning production or drilling, or if Lessee shall fiil or refuse to drill sny offset well or wells in good faith as required by law and the rules and regulations adopted
by the Commissioner of the General Land Office, or if Lessec should fail to file reports in the manner required by law or fall 1o comply with rules and regulations promuigated by the General
Land Office, the School Land Board, ot the Railroad Cormmission, or refuse the proper authority sccess o the records pertaining to operations, or if Lessee or an wuthorized agent should
knowingly fiil or refuse o give correct information to the proper suthority, or knowingly fail or refise to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violaie any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall
be subject to forfeiture by the Commissioner, and be shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, aod when forfeited the area shall again be subject 0
lease o the highest bidder, under the same regulations controlling the original sale of leases. However, nothing berein shall be construed as waiving the automatic termination of this lease by
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operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upoa
satisfactory evidence to the Commissioner of the General Land Office of futwe compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted
relative hereto.

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

12. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject 1o all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office governing dailling and producing operations on Permanent Free School Land (specifically including any rules promulgsted that relate to plans of operations), payment of
royalties, and auditing procedures, and shall be subject 1o all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Leasce hereby agrees, by the acoeptance of this lease, 1o be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections §2.135
and 52,137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other
purpose incident to the operation of a port, then Lessee shall not be entitled 1o enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entithed 1o develop such land for oil and gas by directional drilling; provided, h , that no warface drilling location may be nearer than 660 feet and special permission from the
Commissioner of the Genenal Land Office is necessary o make any surface location nearer than 2,160 foet measured at right angles from the nearest bulkhead line or from the nearest dredged
botiom edge of any channel, slip, or tuming basin which has been suthorized by the United States as a federal project for future construction, whichever is nearer.

13, REMOVAL OF EQUIPMENT: Upon the iermination of this lease for any cause, Lessce shall not, in sny event, be permitied to remove the casing or any pan of the equipment from any
producing, dry, or shandoned well or wells withou! the written consent of the Commissioner of the General Land Office or his suthorized representative; por shall Lessee, without the written
consent of said Commissioner or bis suthorized representative remove from the leased premises the casing or any other equipment, material, machinery, applisnces or property owned by Lessee
and used by Lessec in the development and production of oll or gas therefrom until all dry or abandoned wells have been plugged and until ali slush or refuse pits have been properly filled and all
broken or discarded lumber, maclunery, or debris shall have been removed from the prenuses o the satisfaction of the said Commmissioner or his authorized representative.

4. FORCE MAJEURE: Should Lessec be prevented from complying with any express or implied covenant of this lease, from conducting drilling operstions thereon, or from producing oil
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, riots, strikes, fires, scts of God or any order, rule or regulation of governmentsl suthority, then while so
prevented, Lessee's obligation 1o comply with such covenant shall be suspended upon proper and satisfactory proof presented 1o the Commissioner of the General Land Office in support 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 5o long as Lessce Is prevented, by any such cause, from drilling, reworking operstions or producing oil and/or gas from the
leased premises; provided, however, that nothing herein shall be construed 1 suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right 10 » suspension
under any applicable statute of this State.

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

16. REDUCTION OF PAYMENTS: If, during the prumary tem, a portion of the land covered by this lease is included within the boundaries of » pooled unit (hat has been approved by (he
School Land Board in sccordance with Natural Resources Code Sections $2.151-52.15), or if, ot any time afier the expiration of (be primary term or the extended term, this lease covers a lesser
oumber of scres than the total amount described herein, payments that are made on a per scre basis bereunder shall be reduced according 10 the number of acres pooled, released, surrendered, or
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during (he primary term shall be calculated based upon the number of acres outside the boundaries
of a pooled umit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

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

28, ANTIQUITIES CODE: llhtvﬂMq“ofMuWWﬂm&NFMuhwmﬂmMMﬁm

Lessee will inunediately cease sctivities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Manag Division, 1700 N, Congress Ave., Austin, Texss 7T§701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX mll)nhmmmhmbmumwauﬁm«m a3 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). mwumm»umwmmunmurmwmmmmu
project location. An archacological survey might be required by the commission before construction of the project can commence. Furtber, in the event that any site, object, location, artifact or
other feature of archaeological, scientific, educational, cultural or historic interest is encountered during the activities suthorize by this lease, lessee will immediately notify lessor and the Texas
Historical Commmission so that adequate measures may be undertaken 1o protect or recover such discoveries or findings, as appropriate.

29. VENUE: Lessor and lessee, including lessee’s mmhﬁwﬁumhwmm”dnmefmmwmwum
nMWﬂofﬁbﬂ.wnﬁhhmmnﬂhﬂthhﬂuhw statutes, or administrative rules, shall be (n & court of compelent jurisdi located in Truvis
County, State of Texas.

30. LEASE FILING: Pursuant to Chapler 9 of the Tex. Bus. & Com Code, this lease st be filed of record in the office of the County Clerk in any county in which all or amry part of the
leased premises 1 located, and certified copies thereof must be filed in the Oeneral Land Office. The prescribed filing fee shall sccompany the certified copies sent (o the General Land Office.
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3. EXECUTION: This oif and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county reconds and in the General Land Office of the State of

Texas.

PATTERSON PETROLEUM LP, LIMITED PARTNERSHIP
LESSEE

ny:Qd M‘

TITLI:(::. A, TalbottCEo

’.'

IN TESTIMONY WHEREOF, wimess the signature of the Cuum%uphd

QL

STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)

county or___SCURRY
BEFORE ME, the undersigned authority, on this day personally sppesred__ C. A, Talbott
known 1o me 1o be the person whose name is subscribed to the foregoing instrument, as___ CEQ

Patterson Petroleum LP, Limited Partnership ~ andacknowledged io me that be exccuted the same

for the purpases and consideration therein expressed, in the capacity stated, and as the act snd deed of said coperaon. 1 {imited partnership.

of

State of Taxas

Given under my hand and seal of office this the l4th  dayor September 20 05 :
) N b e leimmrm!s:am_nﬁ_laxu_

(INDIVIDUAL ACKNOWLEDGMENT)

STATE OF
COUNTY OF
Before me, the undersigned authority, on this day p Ity sppeared
known to me to be the persons whose names are subscribed o the foregoing ins mt, and acknowledged o me that (hey executed the
same for the purp and ideration therein expressed
Given under my hand and seal of office this the day of 20
Notary Public m and for
6
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Filed for Record int:

Grimes County

Dnt Sep 1942005 at 12:00P

s o RECORDINGS

Document MNumber: 00202272

Amount .

Receipt Number - 3448

Byr Tina § Schroeder

STATE OF TEXAS COUNTY OF GRIMES

I hereby certify that this instrusent wos
filed on the date ond time stomoed hereon by me
and was duls recorded in the voluwe and pose
of the nomed records of :
Grimes County
as stomeed herson by me,
Sep 19+2005

David Pasket» County Clerk
Grimes County

RETURN TO:

Patterson Petroleum LP
Barton Oaks Plaza One - #430
901 MoPac South

Austin, Texas 78746

SEP 03 2008
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PATTERSON PETROLEUM LP

a limited partnership l/

Page 1 of 1
P.O. BOX 14186
SNYDER, TEXAS 78550

325/574-6300
Vendor Name Vendor No Date Check Number Check Total
COMMISSIONER OF THE GENERAL LAND OFFICE 421852320002 Jun-19-2006 060373 $150.00

STATE OF TEXAS LEASE 105344
PATTERSON PETROLEUM ** DELAY RENTALS **
COMMISSIONER OF THE GENERAL LAND OFFICE SSN 74-6000 $150.00

STATE OF TEXAS
TRACT
421852320002
TRACT 3-A OF THE NAVASOTA RIVER,
BRAZOS AND GRIMES COUNTIES, TEXAS
CONTAINING APPROXIMATELY 30 ACRES;
TRACT 3-A IS BOUND ON ITS UPSTREAM
END BY A NORTHWESTERLY EXTENSION OF
***More Legal Description On File***

DETACH AND RETAIN FOR TAX PURPOSES
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Date Filed: u')!7/7‘;JDw

‘erry E. Patterson, Commissioner
By






