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M- 1 0G1.0 9 
For GLO Use Only 

JANUARY 17, 2006 

MINERAL LEASE BID APPLICATION 

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

Name: Wl&T Services 

Address : P.O. Box 1125 

City: Cameron State: TX Zip: 76502 
(Include +4 Code) 

Telephone: (254)697-8098 

County(ies): Loving Survey/Area: H.& T.C. Ry. Co. 
(If Applicab le) 

Block/Tsp. : 33 Section/Tract: 76 Acres: 185.00 
(If Applicable) 

(A) Bonus Amount ($)462.503.00 

Four hundred sixty two thousand five hundred three dollars and no cents 
(type/print above) 

(B) Sales Fee Amount ($)6.937.55 

Six thousand nine hundred thirty seven dollars and fifty-five cents 
(type/print above) 

This Sa les Fee is 1112% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended. 

APPLICANT NAME 

Wl&T Services 

BONUS AMOUNT ONLY (A) 
( Do Not include sales fee) 0~ 

(same as above) 
($)462.503.00 ~{[ ~ 
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John Whitmire 
rtvoe/orint name) 
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Luse Form 
Rt• bed I 0/99 

urH)ed chool Land 

~ustin, 'Qrexas 

OIL A:\0 GA LEA E 
·o. I\I- I06 J09 

W II ER EAS, purswm to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subehapters A·D and II, (said Code being hereinafter referred to as NRC), and subJeCt to all 
rules and regulations promulgated by tltc Commissioner of the General Land Office and/or the School Land Board purswm tltereto, and all other applicable s tatutes and amendments to said 
N.R.C .. the following area, to-wit: 

SOUTII WEST PART (SW I'T) OF ECTIO 76, llLOC K 33, II. & T . C. RY. CO . URV EY, LOVI G & WARD CO T IES, TEXAS, CONTAIN! G APPROX IMATELY 185 
A RE , AS SHOW 0 H IE OFFIC IAL i\IAP OF LOVI G CO NTY, TEXAS NOW ON FILE IN T il E TEXA GE ERAL LA 0 OFFICE, AUSTI ' , TEXA , 

"as, after being duly ad•enised. offered for lease on the n•• da) or Januar), 2006, at 10.00 o'clock am, by the Comnissionc:r of the Genc:ral Land Office of the State ofTc:us and the School 
Land Board of the State ofTeus, for the sole anJ only purpose ofprospectmg and drilling for, and producing oalandor gas th:tt may be rowld anJ produced from the abo•e descnbed area, and 

\\'IIEilEAS, after all bids and remittances which "ere rccel\·ed up to said tame h:tve been duly consadered by the Commissioner of the Genc:ral Land Office and the School Land Board at a 
regular meeting thereofm the General Land Office, on the 11'" d ay or J a nuar), 2006, hereinafter the "effecthe date" and n "as found and detemllned th:tt \\'L&T Ell\'ICES whose address is 
P.O. BOX 1125, CAI\I ERO , TEXA 76502 had offered the highest and best bid fora lease of the area above descnbcd and as. therefore, entnled to receive a lease thereon. 

NOW, T il ERE FOR E, I, Jerry E. Patterson, Collllnissioncr of the General Land Office of tltc State ofTexas, hereinafter sometimes referred to as "Lessor," whose address is Austin, Texas, by 
vinue of the authority vested in me and in consideration of the paynlCnt by the hereinafter designated Lessee, the swn of Four ll undred ixt)·T\\O Thousand Five ll undred Three And 00/100 
Dollars (S-162,503.00), receipt of which is hereby acknowledged and of the royalties. covenants. supulations and condiuons conumed and hereby agreed to be paid, observed and perfom>ed by 
Lessee, do hereby demise, gran~ lease and let unto the abo\e n~enuoned brdder the e'clust\'e nght to prospect for, produce and take oal arld!or gas from the aforesaad area upon the followmg 
terms and conduions, to-wn 

1. RESERVATION· There is hereby e.cepted and reser.ed to Lessor the full use o f the propeny co\ered hereby and all nghts \\lth re>pect to the surface and sub>urface thereof for any and 
all purposes except those granted and to the e\lent herem granted to Lessee, together " tth the nght> of mgress and egress and use of satd lands by Lessor and tiS mmerallcssces, for purposes of 
c'plonng for and producmg the manerals " luch arc no t co•·ered, or \\htch n13y not be CO\'ered m the future, under tlte tenns oftlus lease. but "hach may be located '"thm the surface bowtdanes 
of the leased area. All of the rights in and to the leased preamses retained by Lessor and all of the nghts 111 and to the leased premises granted to Lessee herem shall be exercised 111 such a n13amer 
that neither shall unduly interfere with the operat ions of the other 

1. TER/\1: Subject to the other provis ions hereof, this lease shall be for a tcmr of lil'e (5) years from the effeell\e date hereof(hercm called "prin13ry tenn") and as long thereafter as oal or 
gas is produced m paying qwnlllics from said area. 

3. OELA Y RENTALS· If no \\ellrs co0ll11Cnced on the land hereby leased on or before the anm•ersary date of this lease. this lease shallterllllnate as to both pantes unless the Lessee on or 
before said date shall pay or tender to the Con-missioner of the General Land Office of the State of Te:us at Austin, Teus. the amount spectfied m the followmg schedule multiplied by the 
nwnber of acres in the prenuses, which sh:tll operate as a rental and co\er the pn,1lege ofdefemng the comneneement of a "ell for n\Che (12) months from satd date In hke rnannc:r and upon 
pa)'lrtCnts or tenders of amounts set out in the folio" ing schedule. the convncncement ofa well may be funher deferred for a lil.e penod of the same nunrber of months. 

Anmyersary Date Delay Rental ocr Mrc 
First S 5.00 
Second $ 5.00 
Third $25.00 
Founh $25.00 

-1. I' ROO CTION ROYAL T l ES: SubJect to the pro•-isions for royalty reductions set out m subparagraph (E) of this paragraph 4, upon producuon of oil and/or gas. the Lessee agrees to P•Y 
or cause to be paid to the Conurussioner of the General Land Office m Austtn, Teus, for the use and benefit of the State ofTnas. dunng the term h.:reof· 

(A) OIL: As a royalty on otl, "luch ts defined as includmg all hydrocarbons produced m a hqwd form at the mouth of the \\ell and also all condensate, duullate. and other liqwd 
hydrocarbons recovered from otl or gas run through a separator or other equipment. as hereinafter provided. 1/-1 pan of the gross producuon or the market \-aluc thereof, at the option of the 
Lessor, such •-alue to be deterllllned by I) the highest posted price, plus prcamwn, if any, offered or paad for oil, condensate. drstlllate. or other hquad hydrocarbons. rcspecuvely, of a like type and 
gravity in the general area where produced and when run, or 2) the highest market price tltercof orfered 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 plan~ it will be run free of eostto Lessor through an 
adequate oil and gas separator of conventional type or other equipment at least as efficient to tlte end that all liquid hydrocarbons recoverable from tlte gas by such means wtll be reco"crcd. Upon 
written consent of Lessor, the requirement that such gas be run tltrough such a separator or otltcr equipment n13y be wah·cd upon such terms and conditions as prescnbed by Lessor. 

(B) 'ON-PROC E EO GAS: As a royally on any gas (includmg Oared gas), which tS defined as all hydrocarbons :md gaseous substances not defined as oal m subparagraph (A) abo\e, 
produced from any well on said land (except as provided herein w1th respect to gas processed m a plant for the extraction of gasohne, hquad hydrocarbons or other products) 1 /~ pan of the gross 
production or the market •-alue thereof, at the option of the Lessor, such \alue to be based on the htghest market price patd or offered for gas of cof11>3rable quahty m the general area "here 
produced and when run. or the gross price paid or offered to the producer, whichever is greater provtded that the ma'Umwn pressure base in measunng the gas Wider this lease contract sh:tll not at 
any unJC exceed I ~.65 pounds per sqwrc inch absolute, and the standard base temperature sh:tll be SIXty (60) degrees Fahrenheit. correction to be made for pressure accordmg to Boyle's Law, 
and for specific gravity according to test made by the Balance Method or by the most approved n.ethod of testing being used by the mdusuy at the tunc of testing. 



(C) PROCESSED CAS: As a royalty on any gas processed in a gasoline plant or other plam for the recovery of gasoline or other liquid hydrocarbons, J/4 part of the residue gas and the 
liquid hydrocarbons extracted or the market value ~1ereof, at the option of the Lessor. All royalties due herein shall be based on one hw1dred percent ( I 00%) 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 produc tion of liquid hydrocarbons, 
attributable to the gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an 
interes~ then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arms' length (or if there is no such third party, the highest percent ~len 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 detern1ined b)· I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable qwlity in the 
general area or 2) the gross pnce paid or offered for such residue gas (or the "eiglued a,·eragc gross selling price for the rcspecti'e grades of liquid hydrocarbons), whichever is the greater. In no 
event, however. shall the royalties payable under this paragraph be less than the royalties which would ha,•e been due had the gas not been processed. 

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead," "dry" or any other gas, by fra ctionating, bun1ing or any other processing, 114 pan of gross production of such products, or the market value thereof, at ~1e option of Lessor, such 
market value to be detem1ined as follows: 

(I) On ~1c basis of the highest m:ukct price of rach produc~ during tho same month in which such product is produced, or 
(2) On the baSIS of the a'erage gross sale price of each product for the same month in \\hich such products are produced; whichever is ~1e greater. 

(E) VA RIA OLE ROYAL TV: (i) SubJeCt to the other prOVlSIOilS of tins lease. 11 is hereby pro\1ded that in the c\·ent producuon in paying quantities is established pursuam to the temlS of 
this lease and such production is brought on line and sales thereof arc commenced w11hin eighteen (18) montllS of the effecti,-r date hereof, the royalty rate provided herein shall be reduced to 
20%, and shall apply to each subsequent well drilled and produced on ~1e land covered by this lease. Provided that, if during such eighteen (18) month tenn during which Lessee n~1y cam a 
reduced royalty rate of 20% as herein provided, Lessee should drill in good faith and complete the fir.;t well as a dry hole on the land covered by this lease, Lessee n\3y receive a three (3) month 
extension of the tem1 in which to cam a reduced royalty rate by giving notice to the Commissioner of the General Land o m cc, commencing drilling operations on an additional well prior to the 
expiration of such three (3) momh period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quamities is established 
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such threr (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to the temlS of this lease and such production is brought on line and sales thereof are commenced after the expiration 
of eighteen (18) months from the effectivr date hereof but prior to the e,,piration of twenty-four (24) months from the effective date hrreof, 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 tha~ if during such six (6) month tcml during which Lessee may eam a reduced 
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the fir.;t "ell as a dry hole on the land covered by this lease, Lessee n\3y receive a three (3) momh 
ex tellS ion of the tenn in which to earn a reduced royalty rate by giving notice to the Commissioner of the General Land Omce, 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 quant ities is established 
and so that such production is brought on line and sales thereof arc conunenced prior to the expiration of such three (3) month extension period. 

{F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor w1der this lease shall be without deduction for the cost of producing, transponing, and otherwise making the oil, 
gas and other products produced hereunder ready for sale or use. 

(C) ROYALTY I ' Kl D: Notwithstanding anything contamed herein to the contrary, Lessor n\3y, at its option, upon not Jess 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 th1s !rase be made in kind wi thout deduction for tl1c cost of producing, gathering, storing, separating, trrating, 
dehydrating, compressing, processing, transponing and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, w1der this lease. 

(H) PLA T FUEL AND RECYCLED CAS: No royalty shall be payable on any gas as may represent t11is lease's proportionate share of any furl used to process gas produced hereunder 
in any processing plant NotwitllSUlnding an~1ing contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas 
for gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have bern removed, and no royalties shall be payable on the gas so rrcyclcd wnil such time as tho 
same may thereafter be producrd and sold or usrd by Lessee in such manner as to rntitle Lessor to a royalty thereon under the royalty provisions.ofthis lease. 

( I) 1\IINl i\IUI\1 ROYAL TV: During any year after the expiration of the pnnury tern\ of~1is lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall be 
less than an amount equal to $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniver.;ary date of this lease a sum equal to $5.00 per 
acre less the amount of royalties paid during the preceding year. 

(J) i\ IARCINA L PRO DUCTION ROYA LTY: Upon Lessee's written application. the School Land Board n\3y reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 ( I) to extend the economic life of tl1is lease and encourage recovery of oil or gas that might other\\~Se remain unrecovered. Any such royalty reduction must 
confonn to tl1e requirements of any School Land Board administrati,-e rules on this subject Royalty may not be reduced below the applicable statutory minimum 

5. ROYALTY PA Vi\ IE 'TS AND REPO RTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following n\3nncr: 
Payment of royalty on production of oil and gas shall be as provided in the rules sot fonh in tho Texas Register. Rules currently pro' ide that royalty on oil is due and must be received in the 

General Land Office on or before the 5th day o f the second month succeeding the month of production, and ro)'lllty on gas is due and must be received in t11r General Land Office on or before the 
15th day o f the second month succeeding the month of production, accompanird by the amdavit of the owner, n\3nager or other au~10rizcd agent, completed in the forn1 and nunner prescribed by 
the General Land Office and showing the gross amoum and disposition of all o il and gas produced and the nu rket value of the oil and gas, together \vith a copy of all documents, records or repons 
con tinning the gross production, disposition and market value including gas meter readings, pipeline rrceipts, 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 o ther repons or records which the General Land Office n\3y require to verify the gross production, disposition and market value. In 
all cases tho authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty paytnent shall be accompanied by a check s tub, schedule, summary 
or other remittance ad vier sho.,.ing by the assigned General Land Office lease number tho a mown of royalty being paid on rach lrasr. lfLrssee 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 Jato shall accrue a penalty of 1 00/o 
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing whrn the royalty is sixty (60) 
days overdue. Affidavits and supporting documents which arc not filed when due shall incur a penalty in an amount set by the General Land Office administrath·e rule "hich is effecth·e on tho 
date when ~1e affidavits or supporting documents were due. The Lessee shall bear all respollSlbility for paying or causing royalties to be paid as prcscnbed 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 Jaw nor act to postpone ~1e date on which royalties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as to the State's portion of tl1e royalty or to that ponion of ~1c royalty in dispute as to fair market value. 

6. {A) RESE RVES. CONTRACTS A D OTHER RECORDS: Lessee shall am1ually fun1ish the Commissioner of the General Land Office with its best possible estimate of oil and gas 
reserves Wlderlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments to such contracts within thiny (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agrrements when reccivrd by the General Land 
Office shall be held in confidencr by the General Land Office unless otherwise authorized by Lrssee. All other contracts and records pertaining to the production, transportation, sale and 
marketing of the oil and gas produced on said premises, including tho books and accounts, receipts and discharges of all wells, 13llks, pools, meter.;, and pipelines shall at all times be subject to 
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(0) DIULL INC RECO RDS: Written notice of a ll operatiOllS on this lease shall be submitted to the Conm1issioncr of the General Land Office by Lessee or operator fi ve (5) days before spud 
date, workover, re-entry, temporary aband011ment or plug and abandonment of any well or wells. Such written notice tO the General Land Office shall include copies of Rai lroad Commission 
forms for application to drill. Copies of well trsts, completion repons and plugging repons shall be supplied 10 the General Land Omce at the time they are filed wi~l the Texas Railroad 
Commission. Lessee shall supply the General Land Office with any rrcords, memoranda, accounts, reportS, cuttings and cores, or other infonnation relative to the operation oftl1e above-descnbed 
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 survry made on the bore-hole 
section, from the base of the surfacr casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the Jog of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 
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(C) P E A L T l ES: Lessee shall incur a penally "henc' er repons, documen~;; or other materials are not filed m !he General Land Office "hen due The penalty for late fihng shall be set by 
the General Land Office adnumstraU\e rule \\h1ch IS effecll\e on the d.lte "'hen !he nuteoals "ere due m the General Land Office 

7. RETAINED AC REAGE: Notwithsmndntg any pro\lsion of this lease to the contrary, afler a well producmg or capable of producing oil or gas has been completed on the leased prem1ses, 
Lessee shall exercise the diligence of a reasonably prudem operator 111 dolling such additional \\ell or wells as may be reasonably necessary for !he proper development of lhe leased premises and 
111 m:ukeung the production thereon. 

(A) VERTICAL: In the evem th1s lease IS in force and effect two (2) ~cars afler the expiration date ofthc pomary or e\lended tenn u shall then temunate as to all of !he leased premises, 
EXCEPT (I) 40 acres surroundmg each o il well capable o f producing in paying quanuues and 320 acres surroundmg each gas well capable of producmg m paymg quantities (includ1ng a shut-m 
011 or gns well as provided in Paragraph II hereof), or a well upon which Lessee IS then engaged in continuous drilhng or reworkmg operations, or (2) the number of acres included in a producing 
pooled unit pursuant to Natural Resources Code Sections 52.151-52 153, or (3) such greater or lesser number of acres as may then be allocated for producuon purposes to a prorauon umt for each 
such produc1ng \\ell under the rules and regulations of lhe Railroad Commission of Texas. or any successor agency, or olher governmental authonty havmg junsd1ction. Withm 90 d.lvs of a 
pantaltemunauon of !his lease m accordance "uh !his subparagraph and upon pa~ment of the mmnnum fihng fee ~et by General Land Office rules m effect at the time of lhc pan•altemunation. 
Lessee shall ha'e the right to obmm a surface lease for mgrcss and egress on and across tltc tcmunatcd pomon of !he leased prenuscs as may be reasonably necessary for the conunued opcrauon ol 
the pomons oftl1e lease remammg 111 force and effect If Lessee fa1ls to apply for a surface lease "llhmthe 90 wy peood spc:c1ficd abo1e, I essee ma)· appl)· for a surface lease from the Land 
Office. but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease 

(U) IIO iliZONTAL. In tl•e C\Cntthls lease ism force and effect 1\\0 (2) )cars afler the e•p1rauon d.lte of the pnmary or eMended tcnn 11 shall funher tertlllnate as to all deplhs belo" 100 
feet belo" the totlll deplh dolled (heremaflcr "deeper depths") 111 each "ell located on acreage reta111ed 111 Paragraph 7 (A) abo,c, unless on or before tvvo (2) years aflcr !he pnmary or extended 
teon Lessee pa)·s an amount eqmlto one-half( I 2) of the bonus oogmally pa1d as consideruuon for this lease (as specified on page I hereof). If such amount1s pa1d,lhis lease shall be m force 
and effect as to such deeper depths, and sa1d temunation shall be dela)ed for an add111onal peood o f two (2) years and so long thereafter as 011 or gas 1s produced m pa)'lng quanuues from such 
deeper depths covered by this lease 

(C) I DE T l FICA T ION AND Fl Ll ' G : The surface acreage retamed hereunder as to each well shall, as nearly as pracucal, be m the fom1 of a sqmre "1th the "ell located m !he center 
thereof. or such o tl1er shape as may be approved by the School Land Board Wulnn lhmy (30) days afler panial temunation of th1s lease as pro1ided herem, Lessee shall e•ecute and record a 
release or re leases cont>ining a satisfactory legal description of the acreage and/or depths not remined hercwtdcr. The recorded release, or 3 cen1fied copy of saniC, shall be filed in the General 
Land Office, accompanied by the filing fcc prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fa1ls or refuses to execute and record such release or 
releases within ninety (90) days afler being reques ted to do so by the General Land Office, !hen tl1c Commissioner at h1s sole discretion may designate by wntten instrument lhe acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense m !he eowuy or counties "here !he lease ts located and in !he offic1al records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. If at any time aflcr the effectil~ wtc of the p3rtlaltcmunation pro\'lsions hereof, the applicable field rules arc changed or lhe "'ell or 
"ells located thereon arc reclassified so !hatless acreage is thereafter allocated to sa1d well or \\ells for producuon purposes, tlus lease shall tl~ereupon tcmunate as to all acreage notthereaflcr 
allocated to said "ell or wells for producuon purposes. 

8. OFFSET WELLS: If 011 and/or gas should be produced 111 conuJlCrcl>l quanuues from a "ell located on land pm-:~tely owned or on State land leased at a lesser royalty, "h1ch wellts w11h111 
one lhousand (1.000) feet of the area Included herem, or \\hich "'ell is drammg the area CO\'ered by lhiS lease, the Lessee shall, "1tlun sL•I} (60) da)s afler such muul production from the drammg 
\\ell or tl1e \\ell located \\ llhlll one lhousand (1,000) feet from !he area co,ered by !hiS lease begmm good fauh and prosecute d•llgently the dnlhng of an o!Tset "ell on the area co1ered by thiS 
lease, and such offset well shall be dolled to such deplh as may be necessary to pre,ent the undue dramage of the area covered by lhts lease. >nd !he Lessee. man>ger or driller sh>ll use all means 
necess>ry 111 a good fanh effon to make such offset well produce oil and/or gas m commercial quantities. Only upon t11e deteorunauon of !he Commissioner >nd wuh his wri11cn appro\ol, may the 
l>ayn~elll of a compe1tsatory royalty satisfy the obligation to drill an offset well or" ells rcqu1rcd wtder this Paragraph 

9. DRY IIOLEICESSA T ION OF PROD CT ION DURING PRII\IARY TERl\1 : If, during the prilll3ry tcon hereof and poor to discovery and production of oil or gas on said l>nd, Lessee 
should doll a dry hole or holes thereon, or 1f during !he primary tern• hereof and afler !he discovery and actual production of 011 or gas from the le>sed prcm1ses such producuon !hereof should 
cease from any cause, this lease shall not tcmtinate if on or before the expir:ttion of sixty (60) days from date of completion of said dry hole or cessation of production Lessee comnJCnces 
adduional drilling or reworking operotions thereon, or pays or tenders the next annual delay rental in !he S3111C manner os prov1ded in this lease. If, during the last year of the primary teon or 
within sixty (60) days prior thereto, a dry hole be comple1cd ond abandoned. or the production or oil or g>s should cease for any co use, Lessee's oghts shall remain 111 full force om.l effect "1tl10ut 
fun her oper:ttions until !he e'p1r:tt1on of the pnmary tenn; and 1f Lessee has not resumed production in pa}1ng quantities at the c~pmnion of the ponury term. Lessee may mamtllm lh1s lease by 
conducting add111onal dnlhng or reworkmg operations pursuant to Paragraph 10, usmg the expiration of the pomary tern> as !he wtc of cessation of production under Paragraph 10. Should the 
fir..t \\ell or any subsequent "ell dolled on tliC obo,·e descobcd land be con11leted as a shut-m 011 or gas "ell" uhmlhc pomary tcon hereof. Lessee may re>ume pa)ment of the annual rentalm 
the same nun ncr as pro,·idcd herem on o r before the rental paymg d.lte follo"mg the c'p1ra11on ofsLxty (60) da)s from !he wte of con11letion of such shut-Ill 011 or gas well and upon tllC fa1lure to 
m>ke such payniCnt, this lease shall ipso facto tem1inate. If at the exp1rauon of the primary tem1 or any IIIIIC thereafier a shut-111 oil or gas "'ell is located on the leased premises payments may be 
nude 111 accordance with the shut-m pro\'ISIOIIS hereof 

I 0. CESSA T IO , • DRI LLII\G, A1'\ D RE\\ ORKJNG: If, afler the e\plrallon of the pomal) teon. producuon of oil or gas from the leased prenu>es, >fier on.:e obumed. should cea:.e from 
any cause, this lease shall not teorunate 1f Lessee commences additional dolhng or reworkmg operations "nhm si"Y (60) days afler such cessauon, and lh1s lease shall remam 111 full force and 
effect for so long as such 01>erations continue in good fa ith and in worknunhke manner" nhout interruptions totahng more than si\ly (60) days If such drilhng or reworking operations result 111 

the production of oil or gas, the lease shall rcnum 111 full force and effect for so long 3S 011 or gas IS produced from the leased premises in paymg quantities or payn~ent of shut-Ill oil or gas well 
royalties or payment of comperiSatory royalties is nude as pro1ided herein or as pro11ded by law. If !he dnlhng or reworkmg operations result 111 !he completion of a "ell as a dry hole, the lease 
"ill notteoninatc if the Lessee commences adduional drilling or re"orking operations wilhm sixty (60) wys aficr the completion of the well as 3 dry hole, >nd th1s lease shall remam m effect so 
long as Lessee continues drilling or reworkmg operutiOits in good faith and 1n a \\Orlnunhke marmer w11hout mterrupt1ons totllhng more th3n s"tY (60) d.l)·s I essee shall gi\'C wotten nonce to 
the Gener:tll.:md o mce withinthiny (30) d.lys of>ny cessation of production 

II. II UT-IN ROYAl-TIES: For purposes of this paragruph, "well" means any well that has been assigned a well number by the st>te agency havingJunsdiction over the production of 011 
and gas. If at any time >flcr the cxpirution of the prinury tcm1 of a lease that, until bemg shut m, was bemg mamtamed m force and effect, a well capable of producing oil or g>s tn pa~1ng 
quanut1cs is located on the leased premises, but 011 or gas 1s not being produced for lack of suotablc producuon fac1h11es or lack of a suitable 1113rket, then Lessee may pay as a shut-Ill 011 or gas 
royalty an amount equal to $10.00 per >ere. but not less !hanS 1,200 a year for each \\ell capable of producmg oil or gas 111 paymg qmntnies To be ciTeeU1e, each untial shut-in 011 or gas royalty 
must be paid on or before· (I) the cxpu-auon of the primary term. (2) 60 days aflcr tltc Lessee ceases to produce 011 or gas from the leased premises, or (3) 60 d.lys >fier Lessee cot11llctes a drilling 
or rcworkmg operntion in >ccordancc wnh the lease provisi01ts; whichever date IS latest If the shut-in 011 or gas royalty is paid, the lease shall be considered to be a producing lease and !he 
pa) nlCnt shall extend the tern• oft he lease for a period of one year from !he end of t11c pomary term. or from the first day of !he monlh folio" 1ng !he month 111 \\hich production ceased. and, afier 
that, if no suitable producuon f>tllities or SUitable nurket for the oil or gas exJS">, Lessee lll3Y extend the lease for four more su.:cessl\e peoo.b of one (I) )·ear b) pa)'lng lhc same amount each 
)Car on or before the exp1rauon of each shut-in year 

12. COll i PENSATO R Y ROYAL T l ES: If, dunng !he penod the lease is kept in effect by payment of the shut-Ill oil or gas roy>lty, oil or gas is sold and delivered in paying quanuucs from a 
well located within one thousand ( 1,000) feet of the leased premises and completed in the saniC producing reservoir, or in any case 111 which dr:tinagc is occumng, the nghtto continue to mainmm 
the lease by paying the shut-in oil or gas royalty shall cease, but !he lease shall remam effective fo r the remainder of tlte year for which !he royalty has been paid. The Lessee may mainmin the 
lease for four more successive years by Lessee paying COilllCnsatory royalty at the royalty rate pro,ided in the lease oft11e nurkct \'alue of production from the "ell causing !he dramage or which 
is cot11llctcd in the same producing reservoir and within one thousand (1,000) feet of lhe leased premises. The compensatory royalty is to be paid monthly to !he Conmtissioner beginning on or 
before the last d.ly of !he month following the month in which the oil or gas is produced from the well causmg the dramage or that is completed 111 the sanlC producmg reservoir and located withll1 
one thousand (1,000) feet of the leased premises: if !he compensatory royalty paid 111 any 12-month period is 111 an amount less than lhe annual shut-m 011 or gas royalty, Lessee slull pay an 
amount equ.,lto the difference withinthiny (30) d.lys from the end of the 12-month period: and none oflhcse pro1<isions will relieve Lessee of the obligation of rcason>ble development nor the 
obligation to drill offset wells as pro,-ided in N.R.C. Section 52.034; however, at !he detennination of the Commissioner, and wilh !he C01runissioner's wn11en appro,-:~ I, the payment of 
con1)Cnsatory royalties shall satisfy the obligauon to dnll offset wells. COII1>Cnsatory royalty payn~ents \\hich are notumely paid w1ll accrue penalty and 1111crcst 111 accordance Wllh ParagraphS 
of tltiS lease. 
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13. f.XTEN IONS: If. at the expiratton of the primary term of this lease, producnon of oil or gas has not been obtained on the leased premises but drilling oper.uions are being conducted 
Otercon in good fatth and m a good and workmanlike manner, Lessee may, on or before the e•p•r:ttion of the primary tenn. file in the Gener:tl Land Office wrinen applicauon to the Conunissioner 
of the General Land Office for a thiny (30) day e<tension of this lease, accompanied by payment of Three Thousand Dollars (S3,000.00) 1f this lease covers si:< hundred fony (640) acres or less 
and Si• Thousalkl Dollars ($6,000.00) if thts lease co,•ers more !han sJ:< hundred fony (640) acres and the Comnussioner shall, in wntmg, extenJ this lease for a thtny (30) day period from and 
afier the .-piration of the primary term and so long thereafier as oil or gas 15 produced m pa)'lng quamiues; pro•ided funher, that Lessee may, so long as such dnlling operations are being 
conducted nul.e like apphcation and payment during any thiny (30) day extended penod for an additional extension of thiny (30) days and, upon receipt of such application and pa)ment, the 
Commissioner shall, m "nung, a gam extend thts lease so !hat same shall renum m force for such additional thiny (30) day penod and so long thereafier as oil or gas is produced in paying 
quanuues, pro\lded, ho"e'er, Otat thJSiease shall not be extended for more than a total ofOtrce hundred mncty (390) days from and afier the expiration of the pnmary term unless production in 
paying quantuies has been obtamed 

1~. USE OF WATER: RFACE: Lessee shall ha,·e the nghtto use \\:Iter produced on sa•d land necessary for operations herewtder and solely upon the leased premises; pro,ided. howe,·er, 
Lessee shall not use potabk \\:Iter or water swtable for livestock or imgauon purposes for "ater Oood operations without the prior wrinen consent of Lessor. SubJeetto its obligauon to pay 
surface damages, Lessee shall ha,·e the nght to use so much of the surface of the land that may be reasonably necessary for drilling and operating "ells and tr:tnsponing and marketing 01e 
production thercfron~ such use to be conducted w•der conditions of least mjury to the surface of the land. Lessee shall pay surface danuges in an amoum set by the General Land Office fee 
schedule which IS cO'ccuve on the date when the acthity requiring the paymcm of surface d.1111agcs occurs. 

15. POLLUTION: In dc\cloping this area, Lessee shall usc the highest degree of care and all proper safeguards to prc,·cnt pollution Without limiting the foregoing , pollution of coastal 
wetlands, nllural watcnva>·s, ri'crs and impowtded water shall be prevented by the usc of containment facilities sufficient to prevent spillage, sccpJgc or ground "atcr contamination In the C\ em 
ofpolluuon, Lessee shall use all means attts disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate propenies. 

(A) UPLA 'D : Lessee shall bUJid and nuintain fences around its slush, sun1J, and drainage pits and 13nk baneries so as to protect livestock agatnst loss, danuge or injury; and upon 
con11letion or abandonmem of any "ell on, ells. Lessee shall fill and le,el all slush pits and cellars and completely clean up the drilling site of all rubbish tl1creon 

(8) UB;\IERGED LANDS: No discharge of solid waste or garbage shall be allo\\ed mto State waters from any drilling or suppon 'essels. producuon platfonn. crew or supply boa~ 
barge. jack-up rig or other eqUipment located on the leased area. Solid "aste shall mcludc but shall not be linuted to conl3iners, cquipmcn~ rubbtsh. plastic, glass, and any other man-made non­
biodegradable items A sign must be displa}ed m a high rraffic area on all \essels and nunned platforms staung. "Discharge of any solid waste or garbage mto State Waters from 'esse is or 
platforms is smelly prohtbned and nuy subJecta State of Texas lease to forfenure" Such statement shall be in lenering of at least I • in size. 

(C) RIV ER : To the "tent necessar)' to pre,-enl pollution, the pro, is ions found m subsecuons (a) and (b) of this paragraph shall also apply to nvers alkl "'erbeds 

(0) PENAL TV: Failure to comply "ith the requircmenJS of this pronsion may resultmthe maxtmwn penalty allo"ed by law includmg forfeuure of the lease Lessee shall be liable for the 
damages cause..I by such fatlure and any cosJS and expenses incurred m cleamng areas affected by the dtschargcd \\aste. 

16. IDENTIFICATION MARKER : Lessee shall erec~ at a distance not to excee..I rwcnty-ti,·e (25) feet from each well on the prcnuses co,ered by thiS lease. a legible sign on which shall 
be Sl3tcd the name of the oper:ttor, the lease designation and the well number. Where l\\0 or more wells on the same lease or where "ells on rwo or more leases arc connected to the same tank 
banery, whether by individual now line connections direct to the UJnk or tanks or by use of a multiple header systen~ each line between each well and such 13nk or header shall be legibly identified 
at all times, either by a fimlly at13ched 13g or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said signs, tags, 
plates or other identification nurkers shall be nuintained in a legible condition throughout the tcml of this lease. 

17. ASSIG I\ lENTS: TI1e lease may be lrarJSfcrred at any time; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly 
pluggmg abandoned wells. removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior wrincn consent of the Conunissioner of the 
General Land Office. TI1c Conunissioner may require the rransferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the 
tile 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 tl1e cowny where the transfer is recorded must be 
tiled in the General Land Office "ithm ninety (90) days of the execution date, as proVIded by N R.C. Section 52.026, accon11anied by the tiling fcc prescribed by tl1c General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or cenificd copy thereof. Every transferee shall succeed to all rights and be subject to all obligations. liabilities, and 
penalues O\\ed to the State by the origtnallcssee or any prior transferee ofOlC lease, includmg any liabilities to the state for unpaid royalties 

18. RELEA ES: L.es.ce may relinquish the rights granted hereunder to the State at any ume by recording the rehnqu•shment in the county where thiS area IS suuatcd and tiling the recorded 
relinquiShment or ceTIJtied copy of same m the General Land Office "1thm ninety (90) days afier 1ts e«cution accompanied by the lihng fee prescribed by the General Land Office rules in effect 
on the date of rccctpt by the General Land Office of such relinquishment or ceTIJtied copy thercor Such relinquishment" 111 not ha'c the effect of releasing Lessee from any habtluy theretofore 
accrued in favor of the Sl3te 

19. LIEN: In accordance \\lth N.R.C. Secuon 52.136, the State shall ha'e a first hen upon all 011 alkl gas produced from the area co\ered b)· thts lease to secure payment of all unpaid ro)'al ty 
and other sums of money that nuy become due under this lease. By acceptance of thts lease. Lessee grants the State. 111 addition to the hen pro,,dcd by N R.C Sccuon 52.136 and any other 
apphcable sl3tutory lien. an upress contractual hen on and security mtercst mall leased nunerals m and extracted from the leased premtses, all proceeds" hich may accrue to Lessee from the sale 
of such leased nuncrals. "hether such proceeds arc held by Lessee or by a th1r..I pany, and all fixtures on and improvements to the leased prenuses used m connecuon with the production or 
processing of such leased minerals in order to secure the pa)'ITICnt of all royahtes or other anJOunJS due or to become due under this lease and to secure pa)'ITICnt of any damages or loss tltat Lessor 
may suffer by reason of Lessee's breach of any covenant or condition of this lease, "hether express or in-qllied. This lien and security interest may be foreclosed wuh or \vithout coun proceedings 
in the nunner provided in the Title I. Chapter 9 of the Texas Business and Commerce Code Lessee agrees tltatthe Commissioner may require Lessee to execute and record such instruments as 
nuy be reasonably necessary to acknowledge, at13ch or perfect this lien. Lessee hereby represents that there arc no prior or superior liens arismg from and relating to Lessee's activities upon the 
abovc-descnbed propeny or from Lessee's acquisition of tllis lease. Should the Conunissioner at any time detemtinc that this represemation 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 thiny (30) days aficr it becomes due, or if Lessee or an amhori1cd agent should knowingly nuke any 
false rcrwn or false rcpon concerning production or drilling, or if Lessee shall fa il or refuse to dnllany 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 tile repons in the manner required by law or fail to comply" ith rules and rcgulatiOJJS promulgated by the General Land 
Office, the School Land Board, or the Railroad Conmlission. or refuse the proper authority access to the records penaming to operations. or tf Lessee or an authonzed agent should kno\\oingly fail 
or refuse to give correct information to the proper authority. or knowingly fail or refuse to fwnish the General Land Office a correct log of any well, or if Lessee shall kno\\oingly violate any of the 
material provisions of 0115 le3SC. or iftllJS lease is asstgned and the assignment is not filed in the Gener:tl Land Office as required by law, the rights acquired wtdcr 

this lease shall be subJectlo forfetture by the Commissioner, and he shall forfeit same when sufficrently informed of the facts "hich authorize a forfeiture, alkl "hen forfeited the area shall again 
be subject to lease to the highest bidder. under the same regulations comrolhng the onganal sale of leases. Howe\-er. nothing herein shall be construed as wai\1ng the automatic tenninauon of this 
lease by operation of Ia" or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinsl3ted before the rights of another 
intef\ene upon satisfactory e'idence to the Cornnlissioner of the General Land Office of future compliance \\ith the pro,isions of the law alkl of this lease and the rules alkl regulations lhatmay be 
adopte..I relati,·e hereto. 

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically granted the right of eminent domain and condenmauon as pro\ldcd for in N.R.C. Sections 
52.092-52.093, as a pan of the considerauon moving to Lessor for the CO\'enants herem made by Lessee. 

22. APPLICA BLE LAWS AND DRILLING RESTRJCTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Conunissioner of the 
General Land Office go,·cmmg drilling and producing operations on Peml:lnem 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 Sl3tutcs, rules, regulations, orders and ordinances that may aiTeet 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 bowtd 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 tlarough 52. 140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United Slates for the purpose of navigation or other purpose 
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mcident to the operation of a port. then Lessee shall not be entitled to enter or possess such land without pnor approval as pro,1ded under Section 61.11 7 ofihe Texas Water Code, but Lessee shall 
be entitled to develop such land for oil and gas by dtrectional drill ing: pro\1ded, ho\\ever. that no surface dnlllng locauon may be nearer than 660 feet and special pennission from the 
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,1 60 feet measured at right angles from the nearest bulkhead hne or from the nearest dredged 
bouom edge of any channel, slip, or tummg basin winch has been authorized by the United States as a federal proJeet for future consli'\ICtion. -.hiche,er is nearer 

23. ll Ei\IOV AL OF ~:QUII'i\ I ENT: Upon the temtination of this lease for any cause, Lessee shall not, 111 any C\ ent, be pennmed to remo'c the casmg or any pan of the eqUipment from any 
producing, dry, or abandoned well or wells without the wriuen consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, "11hout the \Vnllen 
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, maclunery, appliances or propeny 0"'11ed by Lessee 
and used by Lessee in the development and production of o1l or gas therefrom unulall dry or abandoned wells ha\ e been plugged and until all slush or refuse pu,; have been properly filled and all 
broken or discarded lumber, machmcry, or debris shall ha' e been rcmo,ed from d1e prenuses to the satisfa ctiOn of the said Conumss1oner or h1s authonzed repre.enUtl\e 

2~. FORCE i\tAJE HE: Should lessee be pre, ented from COit1ll>mg " 'th any e•press or 1"1lhed co,en:mt ofth1s lease, from conductmg drilhng operation.> thereon, or from producmg 011 
and' or gas therefrom. after effon made m good faith, by reason of "ar. rebellion. nots. stnkes, fires, acts of God or any order. rule or regulation of gO\emment.ll authonty. then "hlle so pre-en ted, 
Le.see's obligation to comply "uh such co' enant shall be suspended upon proper and satisfa ctory proof presented to the CommisSIOner of the General Land Office m suppon of Lessee's 
contention and Lessee shall not be liable fo r damages for fat lure to comply there" 1th (except 10 the event of lease operations suspended as provtded 10 the rules and regulations adopted by the 
School 1-1nd Board); and tins lease shall be extended while and so long as Lessee 1s prevcmed. by any such cause. from drilling, reworkmg operations or producmg oil and'or gas from d1e leased 
prcnuscs: prO\tded, ho" c'cr, that notlung herem shall be cou~tmed 10 suspend the pa\111CIIt of rentals dunn11 the pnnl3ry or eMended tern~ nor to abndgc l c:.sce'> nghtto a suspenston under any 
applicable Sl:ltute of this St.ue. 

25. LEA E ECLIR ITY: Lessee shall take the h1ghest degree of care and all proper safeguards to protect said premiSes and to pre, ent theft of 011, gas. and odter hydrocarbons produced from 
satd lease Tlus 10cludcs, but IS not lnmted to, the msl:lllatlon of all necessary equ1pmem, seals, locks, or other appropnate protectl\e de\ 1ces on or at all access pomts at the lease's producuon, 
gathering and storage sy>tcn\S "here theft of hydrocarbons can occur. Lessee shall be liable for the loss of any h7drocarbons rcsuhmg fromthefl and shall pay the Sl:ltc of Texas royalues thereon 
as provided herein on all 011. gas or other hydrocarbons lost by reason ofthefl 

26. nEOUCTIO OF PAY IE :-r : If. dunng the pnmary tenn, a ponion of the land covered by th1s lease lS mcluded \\ tthm the bowl<Llries of a pooled wlll tim has been appro,ed b7 the 
School Land Board 10 accordance "1th Natural Resources Code Sections 52 151-52 I 53, ortf, at any ume aficr the expll'3tion of the pnnu ry temt or the extended tenn. th1s lease co\Crs a lesser 
number of acres than the tot.ll amount descnl>ed herem. pa) nlCnts that arc made on a per acre basis hereunder shall be reduced acconllng to the number of acres pooled. released, surrendered. or 
othel"' ise SC\ered. so that paynlCnts dctennined on a per acre basis under the temtS of this lease during the pnmary term shall be calculated based upon the number of acres outs ide the boundanes 
of a pooled uni~ or, 1f after the exp1ration of the pnmary tcmt. the number of acrcs actually retatned and covered by thts lease. 

27. SUCCESSORS ANO AS lGNS: The covenants, conditions and agreements comained herein shall extend to and be binding upon the heirs, c~ecutors, administrators, successors or 
assigns of Lessee herein. 

28. A TIQUITI £ CODE: In the event that any feature ofareheologtcal or htstoncal tnterest on Pemunent School Fund Land lS encowuered dunng the actint1es authorized by thiS lease, 
Lessee w11l mm>ed1ately cease actl\1ues and "'111 inuncd1ately notify the General Land Office (ATTN Archaeologis~ Asset :.lanagement DIVision. 1700 N Congress Ave, -\us tm. Teus 78701) 
and the Texas lllStorical Conumssion (P.O. Box 12276, Ausun, TX 78711) so that adequate 1ncasures may be undenaken to protect or reeo' er such disco,enes or fmdmgs, as approprute. Lessc:e 
IS c'pressly placed on notice of the Natlonalllistorical Presel\'3tiOn Act of 1966 (PB-89-66. 80 Sl:ltute 915; 16 U.S.C.A. 470) and the Antiquities Code ofTe , as, Chapter 191, Te' Nat Code 
Ann (Ven10n 1993 & Supp. 1998). On slllte·O\\ ned land not dedicated to the Pcmunent School Fund, lessee shall notify the Te,as llistorical Commiss1on beforc breal.mg ground at a project 
location An archaeoloj~ ical survey might be required by the commission before construction of the project can conuncnce. Funher, m the event that any sue, obJec~ location, amfact or other 
feature of archaeological, scientific. educational, cultural or historic interest is encowuered during the aCU\'IliCS authonze by this lease, lessee " '" lntnlCdiately noufy lessor and the Texas 
I hstorical Co1mnission so that adequate measures nuy be Ultdenaken to protect or reco\ er such discovcnes or findmgs, as appropriate 

29. VE ' UE: Lessor and lessee, including lessee's successors and assigns, hereby agree that ' 'enue for any dtspute arising out of a pro' ISIOn of thiS lease, whether express or nnphed, regardmg 
mterprct.ltion of this lease, or relating 111 any way to this lease: or to applicable case law, statutes, or adrmnistratlvc rules. shall bema coun of competent Jurisdiction located m Travis County, State 
or rc, as 

30. LEASE FILl G: Pursuant to Chapter 9 of the Tex Bus & Con~ Code,tlus lease must be filed of record m the office of the County Clerk in any cowlly m " hich all or any pan of the 
k a; cd premises is located, and cenified cop1cs thereof mu.t be fil ed m the General Lmd Office The pre.cnbed filing fee shall accompJn~ the cemfoed copte> sent to the General Land Office 
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e must be signed and ackno" !edged by the Lessee before it is filed of record in the COWlty records and in the General Land Office of the State ofTexas. 

LESSEE 

BY: ____________________________ _ 

T IT LE: ___________________________ _ 

DATE:. _________________________ ___ 

, witness the signature of tlte Commissioner of the General Land Office of the State of Texas Wider tlte seal of the General Land Office 

TATE OF ___________________ ___ 

COUNTY OF ___________________ ___ 

COl\l i\IIS lONER OF T HE GENERAL LAND OFFICE 
OF T il E STATE OF TEXAS 

APJ' ROVED 

Contents 
Legal 
DC 
Exec 

(COR PORATION ACKl'iOWLEDGl\IENT) 

BEFORE ME, the Wldcrsigncd authority, on tltis day personally appeared ______________ _______________ _ _ _ __ __ 

known to me to be the person \\hose name is subscribed to the foregoing instrurnen~ as ________ _ _________ _ _ _;of 

--- - - ------------ - - ----------- -------'and acknowledged to me that he executed the same 

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

Gi,en under my hand and seal of office this the ________ day of ____________ _____ .• 20 ______ . 

Notary Public in and for ______________ _ 

STATE OF _____________________ _ (I OJ VIDUAL AC KNOWLEDGll l ENT) 

COUNTY OF _____________________ _ 

Before me, tlte Wldersigned authority, on this day personally appeared. _______ ______ _ _______ ___ _ 

known to me to be the persons whose names arc subscribed to the foregoing i nstrumen~ 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 ___________ ___ _ 
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March 8, 2006 

Mr. John Whitmire 
WL&T Services 
P.O. Box 1125 
Cameron, Texas 76502 

Dear Mr. Whitmire: 

J ERRY PATTERSO , COM:'I1JSSIO ER 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on January 17, 
2006. I am pleased to inform you that WL& T Services was the high bidder on MGL. No. 15, which 
has been assigned the lease number M-1 06109. 

State Lease M-106109 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed 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 submission of written notice for all drilling, production, and 
related activities. When forms are filed with the Texas Railroad Commission, they are required to 
submit copies of these forms to the General Land Office, such as Forms W-1 , Application to Drill ; 
W-2, Oil Well Completion Report and Log; G -1 , Gas Well Completion Report and Log; W-3, 
Plugging Record; 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, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Stephen f. Austin l3uilding • 1700 orth Congress Avenue • Ausrin, Texas 7870] -1495 

Posr Office Box 12873 · Austin, Texas 78711 -2873 

512-463-5001 • 800-998-4G LO 

www.glo.state. ex. u 
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March 8, 2006 

Mr. John Whitmire 
WL&T Services 
P.O. Box 1125 
Cameron, Texas 76502 

Dear Mr. Whitmire: 

GENEJRAL L A 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on January 17, 
2006. I am pleased to inform you that WL&T Services was the high bidder on MGL. No. 15, which 
has been assigned the lease number M-1 06109. 

State Lease M-106109 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed 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 submission of written notice for all drilling, production, and 
related activities. When forms are filed with the Texas Railroad Commission , they are required to 
submit copies of these forms to the General Land Office, such as Forms W-1 , Application to Drill; 
W-2, Oil Well Completion Report and Log; G -1, Gas Well Completion Report and Log; W-3, 
Plugging Record ; 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, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Stc.:phcn F. Austin Building • 1700 l orrh Congrc.:ss Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Tcxa~ 78711 - 2873 

512-463-5001 • 800-998-4GLO 

www.glo.~tatc.rx.u~ 

• • ••• • • • • ~ • • • • 
~ • • • •• • • • •• • • • • • • • •• • • • • • •• • •• • • • • • 
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~u.stin , m:exa.s 

OIL ANO GAS LEASE 
NO. 1\1-106109 

WHEitEAS, pursuan110 the Texas Natural Resources Code Chapters 32, 33, Sl , and Ch•pler 52, Subclupters A·D and H, (said Code b.: 1n~ hcr<uwt\or reti:rred lO ~s N.R C.), and SubJeCt to all 
rules and regulations promul11ated by the Commissioner of the General Land Office 11ndlor the School Land Board pursuant thereto, aml a ll other applicable st.alutes and ~mendments to said 

N.R.C., ll1e followin11 area, to-wic 

SOUTHWEST PART (SW I'T) OF SECTION 76, BLOCK 33, H. & T . C. RY. CO. SURVEY, LOVING & WARD COUNTIES, TEXAS, CONTAINING Al'l'ltOX IMATELY 1~5 
AC RES, AS SHOWN ON THE OFFIC IAL MAP OF LOVING COUNTY, TEXAS NOW ON FILE IN TilE TEXAS GENEitAL LAND OFFICE, AUSTIN, TEXAS, 

was, after beis1g duly advcnised, o ffered for lease on lbc: 17'" d ay ur Jouuary, 2006, at 10;00 o'clock a n~ . by the ConYnissioner of l11e General Land Office of the State ofTcxas and d1e School 
Land Board of the SUite of Texas, for the sole and only purpose of prospecting and driii UIJI for, and producing oil and/or gas that may be found and produced from the above described area; and 

WHEitEAS, after all bids and rcmiiiiUlces which were received up 10 said tune have been duly considered by l11e Conunissioner of the General und O ffice and the School Land Board at a 
reJiular meeting tlttrcofinthe General Land Office, on the 17'" day or January, 2006, herduafler the "effective dale" and it was fow•d and detennined lhal W L&T SERV ICES whose address is 
P.O. !SOX 1125, CAMERON, TEXAS 76502 had offered lite hil!l~esl and best bid for a lease of the area above described and i5, therefore, elllit led to receive a lease thereon: 

NOW, THEREFORE, I, Jerry E. Pauerson, Commissioner o f t11e General Land Office uf ll1e Swle of Texas, hereu1afler sometimes referred to as "Lessor," whose adJress is Austin, Texas, by 
virtue of the authority vested u1 me and u1 consideration of the paymelll by the herei1wl1cr d~siJ~nated Lessee, the SWll of Fuur llundrcd Sixty-Two Tbouuud fliv• Huuured Tbne And 001100 
Dollars ($462,503.00), receipt of which is hereby acknowledJied and of tl~e royalties, covenants, stipulations and conditions conlllined and hereby agreed IO b.: paid, observed and perfortned by 
Lessee, do hereby demise, 19"nt., lease and let w110 the above mentioned bidder the e« lliSive ril!hl 10 prospect for, produce and wke oil audlor Jla5 from ll1e aforesaid area upon the followUIJI 
tcni\S amJ conditions, to·wit: 

1. RESERVATION: There is hereby excepted and reserved 10 Lessor the full use of the property covered hereby and all ril!ltts wi tltre>pcCl lo tl1e sw1iace aud subsurface thcrcoflor auy a111l 
all purposes except those grun~ed and 10 the ex1e111 herein Jlranled 10 Lessee, lOJiellter with lire riJ~IIls of iugress and eJ~rc SS aud usc of said lands by Lessor and its rninerullessccs, for purposes of 
exploru•ll for and producu1ll the minerals which are 1101 covered, or which may not be covered Ul the future, w1der the ~enns of thi5 lease, but which may b.: located wrthin the surface boundaries 
of lite leased area. All of the rights in and 10 the leased premises retained by Lessor and a ll of the rights in and to the leased premises granted 10 Lessee herein shall be exercised u1 such a mannrr 
that neither shu II wtduly iuterfere with the operutious of the other. 

2. TERM : Subjec t to the other provisions hereof, lhi5 lease shaU be for a tenn of five (S) yun from the effective dale l ~ereof (hcre111 called "prunary tenn") and as loug ll~ereallcr as or I or 
11as is produced in paying quantities from said area. 

3. DELAY RENTALS: lf110 well i5 commenced on l11e land hereby leased on or t>.: fore the atuuversary dale of this lease, lius lease sl~<~ ll lenninate u to both parties w~ess tltc Lessee on or 
before said dale slwll pay or lender to the Commissioner of the General Land Ollice of the State of Texas at Austin, Texas, the amowu specified in the followin11 schedule multiplied by li~e 
nwnber of acres in t11c prerni5es, which shall operate as a rental and cover the privilege of dcferrin¥ the commencemcnl of a well for n.elve (12) munlbl from said date. In like m:uuter and upon 
payments or lenders ofaonowu.s set ou1 in the followu1g schcdule, the convncncemcnt of a well may be further deferred for a like period of lite san1c: nw11bc:r of months. 

Anniyeaarv Date ()elay Rental PSc Acre 
F~t S SOO 
Second S S 00 
Third S2S.OO 
Fourth S2S.OO 

4. PRO DUCTION ROYALTIES: Subject to the provisions for royalty reducliorts scl out in subparagraph (E) of lhi5 paragraph 4, upon production of oil and/or gas, the Lessee agrees to p• y 
or cause to be paid 10 lhe Commissioner of the General U.nd Office in Austin, Tens, for tl~e use and bene lit oft!IC State of Texas, dwing the 1em1 hereof: 

(A) O IL : As a royalty on oil, which i5 defined as u1cluding all hydrocarbons produced in a liquid fom1 at the mouth of the well and also all condensate, dislilla~e, and other liquid 
hydrocarbons recovered from oil or gas run through a separator or ot!ICr equipment., as hereinafler provided, 1/4 part of the gros.s production or the market value thereof, at tiiC option of the 
Lessor, such value to be determined by I) tiiC highest posted price, plus premiwn, if any, offered or paid for oil, condeusale, di5lillate, or other liquid hydrocarbons, respec tively, ofa like type and 
gravity in the general area where produced and when run, or 2) the higheSllll3.rkel price tl~ereof offered or paid in tiiC general area where produced and when run, or 3) the gross proceeds of the 
sale lbc:reof, whichever i5 the greater. Lessee a !!fees lhal before any gas produced from the land hereby leased is sold, used or processed in a plant., il will be run free of cost to Leu or llw ugb •u 
adequate oil and gas separator of conventional type or other cquipmcm at least as efficient LO the end that all liquid hydrocarbons rccover•ble from the JIU by such means will be recovered. Upon 
written cousenl of Lessor, the requiremcnlthat such gas be ruo through such a separatOr or other equipment may be waived upon such U:rtl\1 and conditions as prescribed by Lessor. 

(IS) NON-PROCESSED GAS: As a royalty on any 11•s (including Oared 11•s), which is defuted as all hydrocarbons and gaseous subs1ances 1101 dcfu1ed as oil u1 subparagr•ph (A) above, 
produced from any well on said land (except as provided berein with respcc110 gas processed in a plant for lhe extrac tion of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross 
production or the mukel value thereof, al lhe option of the Lessor, such value 10 be based on the higbcsl market price paid or olfered for JIIS of COJT4larable quali ty in the 11eneral area where 
produced and when run, or the gross price paid or offered LO the producer, whichever is greater provided lhal the maximwn pressure base in measuring the ga.s under lhi5 lease contract shall 1101 at 
any lime cl<.ceed 14.65 poWlds per square inch absolute, and the standard base ~errqx:raturc shall be sixty (60) degrees Fahrenheit., correc tion 10 be made for pressure according LO Boyle's Law, 
aud for specific gravity according to test made by the Balance Method or by the most approved method of testuiJI being used by the utdusuy at the r.i.rt lc: of testing. 

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

••• • • • • • • •• 

• • • •• • 

A Certified Copy 
ll1t bears the seal & name of 
the County Clerk 1'?J)ri~ in purpl 
ink. Attest. ---J)---J..L...:~-"-'.._ 
Beverly Hanson County Cl~rk 
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(C). PROCESSED CAS: As 1 royally on any gas processed in a gasoline plant or ot11er plant for t11e recovery of ~asoline or otl1cr liquid hydrocarbons, .ILi pan oft11e resid~e ~as an~ the 
r 'd hydto<:arbons ex1111cted or the market value 1J1ereof, at IJ1e option of the Lessor. All royalties due herein shall be based on one hw1dred percent (100%) of the total plant producuonof res1due 
~~!attributable to gas produced from this lease, and on fifiy percent (50%) or ll1at percent accruing to Lessee, which~vcr is the. ~reat_er, of tl1e 10121. plant producti?'~ of liquid l~ydrocarb<ms, 
attribul2ble 10 tlle gas produced from this lease; provided that if liquid hydrocarbons are recovered .from gas processed .m a plantm wh1ch Lessee (or ItS parent, subs1d1ary or affiliate) owns an 
interest then the percenl2ge applicable 10 liquid hydrocarbons shall be fi lly percent (50%) or the h1ghes1 percent accrwngto a tlurd pany processmg gas through such plant ~nder a processn1g 
agreen~nt ne11otiated 81 anns' lenglb (or if there is no such ll1ird pany, the highest percent ll•en.bcinll specified !n pr~essing ~~recmentS or contrU~tS ~~ tl1e Uldusay), whichever IS tl1c gre~ter: The 
respcclive royalties on residue ga.s and on liquid hydrocarbolts shall be detennined by I) the h111hest market pnce pa1d or oOered for any ~as (or h~wd hydrocarbons) uf cuu~ar•ble ~U>hty mthc 
lltlleral area or 2) the 11ross price paid or offered for such residue 11as (or tl~e wci~htcd avcra~c ~ross sclli1111 price for t11e respective ~r•dcs of liquid hydrocarbons), whichc•cr is tl1c grcltcr. lu II() 
eveut, however, shall the royalties payable w1der litis para11111Ph be less tl1an tl1e royalties which wuuld have beeu due had the ~a.s 1101 been processed 

(0 ) OTHER PRODUCTS: As 1 royalty on carbon black. sulphw or any oll1cr productS produced or nguulilctwed frum ~as (exctpuug liquid hydrucarbo11$) w.hcthcr said ~·s be 
"casinghead." "dry" or any oti\Cr gas, by fractionatin~. bwnin~ or any other processuljl, .1L:! pan of ~ross producuon of such products, or ll~e m:uk<t v.>luc ll1trcof, at lhe opuun of Lcssur, such 

market value to be dtltnnined as follows: 

{ 1) On ~IC basis of the lti¥hestmarkcl price of cacb produc~ dwin¥ 11\C sanK n10nlh in l¥~ich SIKh product is prodtKed, or . 
(2) On the basis of the avera~e gross S3le price of each product for ll•e same month in wh1ch such products arc produced; whtchever is ll~e greater 

(E) VAlUABLE llOYAL TY: (i) Subject to tl~e other provisions of tins lease, it is hereby prov1ded that n1lhc c•cnl production 111 paying ~u.JnUties IS cswblishe<l pUNu.Jlll hl the tenus ul 
ll•is lease and such producuon is brouj~ht on liuc: an<! sales tlttrcof arc: conul\Citeed w1tlun e1~1 ~1ccn ( 18) n10nl11S of the efftcuve date htrcof, tht royally rate prov•d.td htrem slgll be rcJuccd to 
20"/,, and sllllll apply 10 each subsequclll well drilled and produced on t11e land covered by tlus lease. Prov1dtd tltal, 1f dw11111 sudt c1~htecn (I g) n10ntl1 ltnu dunn~ wlnt~l Lessee ngy cam a 
roductd royalty rutt of20% as htrcin provided, Lessee should drill in ~ood fu1tl1 and con~pktc ll•c first well as a dry hole 01~ the laml cuvercd b~ tins leaSt, Lcs>ct may rtCtiVC a llucc (3) Ullllllh 
extc:usiou or the tcnu in which 10 cam I reduced roy3hy rate: by giving U()licc lO tltc CoiiUIUSSioucr of t.hc: Gcm:r.tl Lmd onu:c:, COUUI.::II~IIIg drilling opcr.aU?Il$ _uu "" Wl,il.hlnJI&Oi l \o\-CII praur ~ the 
cxpil1ltion of such tiU'cc (3) moutl1 period and prosccutin~ dili~tntly and inKOO<l tJllh tl1c dnllin~ uf>uch adduio1gl wcll•nd cou~lcuug s•me so tlwl pnxlucuonm P•Ylll~ 4u.Jlllllles 1> c:.wbhsl~e<l 
and so that such production is brought on line and salts thereof arc conunc:nccd priur 10 tl•e expiration of;uch tlucc (3) n1011th CAICIISIOII pcnod. 

(ii) In the cvcnl productiun in payin~ quantities is t swbiiShcd pwsuanttu tl~e tenus uf llus lc•sc . u.s .uch !lrodu.:uun .1$ ~ruught un hnc:nd >-~1<> tl•crcuf • •• ~""""'"''~d •llcr tiiC tAP""""" 
of ci~htccu ( 18) u10uths from the efl'cctivt date hereof bul prior to tl1t cxpiratiou uf twtrtly·fow (2q) rnontltS lnlrn the cfitcuve dJtc her tot, tl1t royalty r•t.e prov~ded hcrtlll slgll be reduced to 
22.5"/, and shall apply tu t ach substquent well drilled and produced on the land covered by tl1is lease. Provided that, 1f durin!! such stx (6) n10ntl~ tern• dwm~ winch Lc:sse.e may cam a reduced 
royalty r• te of 22.5"/, as herein provided, Lessee should drill in good faith and complete tlte first wtll as a dry hole on the land covtr~d by .tl~ lease, ~entt n~:~y rec~~ve a ll~rce (~) n10nth 
exteltsion of ll1e ttnn in which 10 cam a reduced royally rate by 11iving rtOtice to the Conurtissioner of ll•c General Land Office, conunellCIII~ drillnt)! ope111t10ns on an addlliO!Illl well pnor to ll1e 
expi111tion of such tl1r<e (3) month ptriod and prosecuting diligently and in11ood faith t11c drilling of such additional well and con1)1tlUtll s~me so tloat production in payin~ quamiti<s is csublished 
and so that such production is brou11l11 on line ami sales tl1trcofare conuncnced prior 10 t11e expiration of such t11ree (3) n10nth extension period. 

(F) NO DEDUCTIONS: Le~~See a~<es that all royalties aecruin~ to Lessor wldtr tl1is lease sloall be witl10ut deduction for the cost ofproduCUI\1. tr:lnsponing, and uthcrwisc ngkiug the oil, 
gas and otl1er productS produced herewlder ready fo r sale or usc. 

(C) ROYAL TV IN KINO: Nutwithsumdil•K anythin11 conlllined hercu• tu t11e contr•ry. Lessor m:oy, alll.l<>ptiou, upun IIOtless th"n 60 days nuticc to Le~~Sec, rt~uire at •ny tnnc: ur lium 
time to time that payment of all or any royalties accruing 10 Lessor w1der t11is lease be ngde in kirld witltOut deduction for ll1t cost of producing, K•ll•crinK. >torin~ , scpar•ting. trt•tin11, 
dehyd111tin~. compressu1~, process in~. lfallSponinll and otherwise n~:~kin~ the oil, ~as and other productS produced hcrcw1dcr re~dy for sale or usc. Lessor's ri~ht to Ui~e il.l roy•lty in IJnd shall not 
diminish or ne11ate Lessor's ri~llls or Lessee's obli~at iOllS, whether express or unplicd, w1dcr 1his lease. 

( II) I'LANT FUEL AND RECYCLED CAS: No royally shall be payable on any ~·s llS may rtprcscnt !Ius lease's proponiun•t• slwrc of any fuel used 10 process gas productd hcrcwldcr 
in any process in~ plant. Norwitltstandin~ anytl1ing contained herein 10 t11e contr:lry, and subject 10 the consent u1 writing of the Conunissioner of the Gcncrul Land Office, Less« ""'Y recycle ~as 
for ~us lifi pwvoscs on rhc leased premises a Ocr tht liquid hydrocarbons conwintll in the ~as have btcn rcu10vcd, and no royalties sl~:~ll be puyablc on tl1e ~as so r<cyclcd Willi such tn11<: as tl1c 
same ngy thcrcafi.r be produced and sold or used by Lessee in such n1:11U1er as to tlllitlc Lessor 10 a ruy.hy thcrton wrdtr tl1c roy•hy provisio11S of litis lease. 

(I) MINIM UM ROYALTY: During any year aficr tl1e cxpir•tion ofll1c prin~:~ry term oft11 ii lease, if tins kase is ngnno~ined by pruductiun, the royaltits l'"'d to Lessor u1no cvem shall bt 
less than an an10unt equal to SS.OO per acre; otl1erwise, there shall be due and payable on or before the last day of lhe month succecdin~ the atu1ivers~ry date of tlus leaSt a swn equal to SS.OO per 
acre less the an10w11 of royalties paid durin~ tl1e prccedu1~ ytar. 

(J) MARG INAL l' ltOOUCTION ROYAL TV: Upon Lessee's written apphcauuu, t11e School Lan<l Board ng y r<duce tl1c ruyalty r.te set uu1 u1 tlus par•11raph andlur the minimum 
royalty set ou1 in subpa111~n1ph 4 (I) to extend the economic life of tl1is lease ••ld tncowage recovery of oil or ~as tloat mi~ht otherwise rcngin worecovcrcd. Any such roy•lty reducrion must 
confonn to tl1e requirementS of any School Land Board adnunisrrative rules on litis subjtcL Royalty n~:~y 1101 be reduced below tiiC appliCable Sl2tulory minimum 

5. ROYALTY I' A YI\J ENTS AND REI'OilTS: All royaltits not taken u1ltind slwll be p.11d 10 tl1c Cunuuissiun<r oftltc Gcner•l Land Ollicc at Austill, Ttxas, 111 tilt lulluww~ n ~:~ un<r: 
Payment of roy•lty on production of oil and gas shall be as provided ut l11c rules set forti• in tl1t TeXJ<S Register. Rules cwrently prov1dc that royally on oil is dut and must be receiVed '" tiiC 

General Land Ollice on ur before t11e Slh day of lhe second nlOnth succeedin11 tl1e n~mh of production, and royalty on psis due anJ must be rccci•cd iu tl1e Gtncral Laud Office on or befurc tl1e 
1 Sl11 day of tl1e second niOnth succeeding the month of production, accompanied by tl~e affiJllvit ofd~e OWIICr, ngr~a~er or ot11er au~10rizcd a~ent, con~lcted u1 tl~e fonn and nu1u1Cr prescribed by 
the Gene111l Land Office and showu1g the ~oss amount and disposition of all oil and gas produced and tl1e n~:~rktt value of tire oil and gas,to11ether will• a copy of all docwucuts, records or repons 
confmning lhe 11ross productiou, dispositiou and market value u~eludiu~ ~as meter rtadin~. pipeline: rcccipLS, II.S line receiptS and other checks or nll:niOrand• of aniOWll productd a11<l put imo 
pipeliliCS, tanks, or pools arid gas lines or gas stOrage, a11d any other rtporu or records which li te General Land Office may require to verify tl~e uoss production, disposition and ngr~et V'•luc. In 
all cases the autl10rity of a ngnager or agent 10 act for tl~e Lessee herein must be filed in t11e Gene111l La11d Office. Each royalty payriiCIIl sloall be accon~anicd by a check stub, schedule, SWIUlwry 
or other remittance advice showu111 by the assigned Gcne111l Land Office lease number the amowrt of royally being paid on each lease. If Lessee pays his royalty on or before lhiny (30) days aficr 
t11e royally payment was due, then Lessee owes a penally of SY. on the royalty or $25.00, wlucl~ever is ~atcr. A royalty payn-.:m which is over thiny (30) days late sl~:~ ll accrue a penalry of 10'1. 
oftl~e royally due or $15.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rau: of 12% per year; such mterest will begin accruing wben the royally is sixty (60) 
days overdue. AffidavitS and supponutg documentS which are not filed when due shall incw a penalty in an amowtt set by the General Land Office adminis11'11tive rule which is effective on tl~e 
date when t11e affidaviLS or supponiu~ docwnents were due. The Lessee shall bear all responsibility for payins or causing royalties 10 be paid as prescribed by the due dau: provided hercitL 
Payment of the: delinquency penally shall in no way operate 10 prohibit the State's right of forfeitwc as provided by law nor act to postpone tiiC dat.e on which royalties were ori~inally due. The 
above penally provisions shallr101 apply u1 cases of title dispute as 10 tiiC Sute's ponion of tiiC royalty or to that ponion oft!IC royalty 111 dispute as 10 fair market value. 

6. (A) RESERVES, CONTRACTS AMO OTHER RECORDS: Lessee sloallaJu1ually furnish tiiC ConUllissioner of the General La11d Office with iLS besl possible cstimote of oil and liU 
reserves wlderlyu1~ litis lease or allocable to this lease and shall furnish said Comrnissioner with copies of all contracLS under which g;os is sold or processed and all subsequent a~ccnlCnLS 11111 
arnendmenLS 10 such contracLS within thiny (30) days after entering intO or making such coutr:lctS, agreementS or an-..ndments. Such con11'11ctS and agreements wht n received by the General Land 
Office shall be held in confidence by the Gcne111l Land Office unless otherwise authoriztd by Less« . All oll1er contracts and records peruuun11 to the production, tr:lnsporuuion, sale and 
n~:~rkc tin~ of lite oil and ~as produced on said pronuses, including the books and accowtts, rcctipts and discharges of all wells, tanks, pools, mettrs, and pipelints shall at all times be subject 10 
inspection and examination by the Commissioner of the Genc111l Land Office, the AttOrney Geutral, tiiC Governor, or tiiC reprtsentativc of any ofthcrn. 

(U) DRILLING RECORDS: Written notice of all ope111tior1S on this lease shull be submitled IU ll1c Conunissiou<r of the Oentr•l Laud Office by Lessee or oper•tor live (5) days before spud 
date, workovcr, re-cuay, tentp0111ry abandotuncnl or plu~ a11d abandorunent of any well or wells. Such wriuen notice to the General La11d Office shall include copies of Railroad Couunission 
forms for application to drill. Copies of well testS, completion reports and plu~~ing rtports shall be >upplied 10 tiiC General Land Office at the time they arc filed witl1 tl~e Texas Railroad 
Conunissiou. Lessee shall supply the Gc:ne111l Land Office with any records, memoranda, accow11S, rcpons, cuuin~ and cores, or other infonnatiou rolative 10 lite operJtion of the above·dcscribed 
premises, which may be requested by t11e General Land Office, u1 addition to those herein exprc:~~S iy provided for. Lessee shall have an electrical audlor radioactivity swvey ngde on tl1e borc·holt 
section, fro m the base of ll1e swface casu1g to ll•e 10121 depth of well, of all wells drilled on the above described prcntiscs a11d shall transmit a true copy of the lo~ of each swvcy on each well 10 tl1c 
Genm l Land Office within fifieen ( I 5) days afierthe making of said swvcy. 
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(C) .PENALT IES: Lessee shall incur a penal!)' whenever reporu, docwneniS or ot!1er materials ~re not filed in the General Land Office when due. The penally for late filing shall be set by 
the General l,.and Qllice administmtive rule which is effective on ~1e date when the matenals were due m the Geneml Land Office. 

1. R.ETAINED ACREAGE: Notwi~IStanding any provision of this lease to ~1e conllllry, after a well producing or capable of~roducing oil or gas has been con1)1eted on the leased p~emises, 
Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as n1.1y be rea.sonably necessary for ~1e proper development of the leased prenuses and 

in marketing the production thereon. 

(A) VERT ICAL: In the eventll1i.s lease is in force and effect two (2) years after the expir~tiun d.ote ofll1e pnmary or extended tenn it shalllh~n te.muna~e 3S W al.l .~>f ll~e leas~.! premists, 
EXCEPT ( 1) 40 acres surrow1ding each oil well capable of producing in paying quantities and 3~0 acre~ SWTOWl~l ~ll! each gas --:•11 capubl~ of producmg m puyu1g quanli~ICS (mcl~dmg a sh~~-111 
oil or gas well as provided in Para11raph I I hereof), or a well upon which Lessee is then engaged Ill contutuous drillmg or reworkmg operations, or (2) the '.'umber of acres Include~ m a producmg 
pooled wlil pursuant to Natural Resources Code SectioriS 52. 1 S 1-52.153, or (3) such greater or lesse r nwnber of acres u m;1y then be aiiQCated for pr~ucuo~1 P":'J>>Sc~ '? J prorau~n wut for_c•~h 
such producing well under the rules and rel!ulutions of ll1c Railroad Couunission of Texas, or a.n~ succcs~or agen:y, or other gov.enunental autho~ty hu:1ng J~IS~IC.liOI.' W1.lln.'.' IJ~ d.o·y~ ~ ~ u 
punial tennination of this kase in accordance with this subparagraph and upon payment of U~< '.'uluutuln ~hn11 fe< >Cl by Gcner~l Land Ollicc ruks u1 d Tcct uttl,tc IIIII<: ul the P.amaltemuu~u~u. 
Lessee shall have the riJ!htto obtain a surface lease for ingress and e11ress on and across ~1e tcmunaled. ~nton of the lease_d prenu~es as nl.ly be reasonably necessary for lh~ conunued opcrouot,l of 
the poniotiS of the lease remaining in force and effect If Lessee fails to apply. for.• surface lease wtthm the 90 day penod spcctfied above, Lessee n1:1y apply for a surface lease from the l.uud 
Office, but the Land Counnissioucr has the discretion to l!T3nl or deny such apphcauou aud to set the fee for such surface lease. 

(U) IIOiliZ.ONTAL: lu the eveut this lease is in force and effect two (2) years after ll1e expiration dote of ll1e primary or extended tcmt it slwll funher tcm~uatc as to all de pUIS below I 00 
feel below the tollll deptl1 drilled (hereinafter "deeper depUIS") in each well located on acreage relllined in Paragraph 7 ~A) above, wtless on or before two (2) y~ars ~ner ~he pnmary or e~tended 
tenn Lessee pays an amoum equal to one-half ( Jn) of the bonus originally paid •s cotiSideralion for this lease (as spcc1ficd on page I hereof) .. If such .•mown 1s p~td, U1.'s lease sl.t~ll be Ill force 
and effect as 10 such deeper depUts, and said temlination shall be delayed for an additional period of two (2) years and so long thercal\er 3S 011 or gas IS produced Ill paymg quammcs from such 

deeper depths covered by Utis lease. 

(C) IOENTIFICATION ANO FILING: The surface acrea11e rel:lined herewldcr as to each well shall, a~ ncarly.as ~roctical •. be u1 the fonn .or • S4WJ.re wuh Ute wclllocoted inlliC ccuter 
Utereof, or such other shupe as n13y be approved by the School Land Board. Wiutin tl1iny (30) days atler pamal t~nnutauon of tins lease as pro_vtdcd herem, Lessee shall ex.ecul~ and record a 
release or releases conwiniug a satisfactory legal description of the acreage audlor dcptliS not rcuined hcrewtdcr. 1 he recorded rckase, or a ccn1ficd copy of same, shall be hied 111 the GcuerJI 
[..and Office, accompanied by U1e lilinl! fee prescribed by Ute Gcntral Land Ofticc rules in effect on ll1e da~e ~le rclcas~ is liled: If ~essce fails ~r refuses lO ~xcc~lc and record such release or 
releases witltin ninety (90) days after being requested to do so by Ute General Land Oftice, then the Conumss1oner at hiS sole dtscret1on may dcSI!!tlllle by wnllen ulSU'Wneru the acrcJge and/or 
deptllS to be released herewtder and record such itlSU'Wnent at Lessee's cxpe11Se iu the cuwuy or cowuies where Ute lease is located aud in the ulflcial records uf U1c Geuerul Luud Ollicc aud such 
designutiou shall be binding upon Lessee for all purposes. If at any time afler the clfcctive dale of the paniultc~nination provis.ions hereof, the upplicuble li.elll rules arc ch:.n!!cll or U1c well or 
wells located thcreou are reclassified so thol less acreal!c is thereafter allocated to said well or wells for producuon purposes, dus lease shall thereupon tcrnunate as lo all acreage not ll1creallcr 
allocated to said well or wells for production purposes. 

11. O FFSET WELLS: I f oil arldlor JIBS should be produced iu conun.,rcilllqu:uuities lroma well located oulaud privately owned or ou Sw1c laud leased ot a lesser royally, which well is willtiu 
one thousand ( 1 ,000) feel of the area included hereiu, or which well is draining Ute area covered by this lease, U1e Lessee shall, withiu sixty (60) days after such iuitial production fromll1c drainiug 
well or Ute well located within one thousand ( 1 ,000) fee t from ll1e area covered by uus lease begin in 11ood faith and prosecute diligeruly the drilling of an offset well on tl1c area covered by tltis 
lease, aud such offset well shall be drilled to such depth as n~:~ y be necessary to prevent tl•c wtdue draiuage of the area covered by this lease, and the Lessee, u~:~na11er or driller shall usc all mca11S 
necessary in a good faiU1 cffon to make such offset well produce oil and/or gas in conuncrcial quamities. 0 1dy upon the detennination of Ute Conunissioner and with his wrillen approval, may the 
payment of a compensatory royalty satisfy the obligation to drill an offset well or wells required wtder this Paragraph. 

9. ORY HOLE/CESSAT ION OF I'ROOUCTION OURING I'IUMARY T ERM: If, during the pnn~:~ry tenn hereof and prior 10 discovery and production of oil or 11as on said laud, Lessee 
should drill a dry hole or holes thereon, or if during Ute primary tenn hereof and afier the discovery and actual production of oil or gas from the leased premises such productiou Utereof should 
cease fro m auy cause, tlus lease shall not tcmun:ue if on or before the expiratiou of sixty (60) days from date of completion of said dry hole or e<ss.tion of productiou Lessee couutiCuccs 
additiuual drilliul! or rcworkiug oper"'io11S ll1creou, or pays or truders the ucxl a1u1ual delay rcnwl iu II"' sau~<: m;uuter as provided iu this lease. If, duriug the I"'" year of tl1c priu1.0ry term or 
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gus should cease for any cause, Lessee's rights shall rcu~;~inm full Io ree au.! ellocl without 
further operations wuil the cxpiratiou of lite primary tenn; aud if Lessee has not re.'lwned production in payinl! qu.mtitics at the cxpirauon of the pnnury tern~ Lc.stc u1.1y u~:~ullunt thiS lease by 
conductinl! additional drilling or reworkiJil! operaliOIIS purs"i'nllO Pam~:mph 10, using die expiration of Ute prin~:~ry lcnn as tl1e dlte ofccssution of production under l'ar.grJph 10 Should the 
lirsl well or auy subsequent well drilled on Ute above described laml be completed as a shut· ill 011 or gas well withiu ll1e prin10ory tenn hereof, Lessee ""'Y rcswne payu1e111 of the auuual rental in 
the saniC n~;~nner us provided herciu on or before the rental paying date followiug U1c expiration of sixty (60) days front the date of completion of such shut·iu oil or gas well •nd upon the failure to 
make such paynlCIIl, this lc~se shall ipso illcto terminate. If at the expintion of tltc primary tenn or ~ny time therealter a shut·in oil or gas well IS I<>Catcd on the lc•sed premises payniCIIIS n~;~y be 
made in accord:.mcc with 1hc: shut·in provisions hcn:of. 

10. CESSAT ION, OIU LLING, ANO REWORKJNG: lf, after the expirlltiou ofll1c prin10ory tcm~ production ufoil or gas fromU1c leased premises, al\cr once ob~:~ lned, should cea.sc irom 
any cause, tlus lease shall not tcnninate if Lessee conunc:nces additional drilling or reworking operatious witllin sixty (60) days after such cessation, and tltis lease shall remain in full force and 
effect for so long as such opc:ratio11S continue in good faith and in workmanlike n~:~ru1cr without intcrruptiOIIS lOUlling more than sixty (60) days. If such drilling or reworking operatiOilS res lilt in 
the production of oil or gas, the lease shall remain in full force and eiTect ror so long as oil or gas is produced from 01t leased premises in paying quantities or payment of shut-in oil or gu well 
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If lhe drilling or reworking operations result in the complet.ion of a well as a dry hole, the lease 
will nottemunate if the Lessee corrunences additional drilling or reworking operotioriS within sixty (60) days after tlte con'qllction of the well as a dry hole, and this lease shall remain in effect so 
long as Lessee continues drilling or reworking operations in good faith and in a workmanlike n1:11U1er witl1out interruptioriS totaling more than si~ty (60) days. Lessee shall give wriuen notice to 
the General Land Office within Ouny (30) days of any cessation of production. 

II. SHUT-IN ROYAL T IES: For purposes of llus paragraph, "well" means any well that has been usigned a wclluwttb<:r by ll1e swl< agency having jurisdiction ov<r tl1e prudu~uonof oil 
and gas. If at any time after Ute expiration of lite primary tem1 of a lease Uta~ wllil beiug shut in, was being mainl:luted in force and effect, a well cap.ble of producing oil or ga.s in paying 
qualllities is located on the: leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suiwble n~:~rket, then Lessee n~:~y pay as a shut·in oil or 11as 
royally an an10w1l equal to S I 0.00 per acre, but not h:ss U1an S I ,200 a ycur for each well cupablc of producing oil or gas in paying quantities. To be ell'cctivc, each initial shut-in oil or gas royally 
must be paid on or before: ( I) Ute expintiou ofll1e primary tcnn, (2) 60 days after lite Lessee: ceases to produce oil or 11as from the leased prentiscs, or (3) 60 days after Lessee completes a drill in!! 
or reworking operation in accordance wid1 Ute lease provisioriS; whichever date is latest If the shut· in oil or gas royally is paid, lite lcue shall be c011Sidered to be a producing lease and tiiC 
paymclll shall extend the: tem1 of the lease for a period of one year from the end of the primary tenn, or from the fiiSl day of Ute month following UJe mouth in which production c. a sed, and, after 
tl1at, if no suilllble production faci lities or suitable market for the oil or gas e~isiS, Lessee may extetld the lease for four more successive periods of one {I) year by paying the same an10wll each 
year on or before Ute expiration of each shut-in year. 

11 . COMPENSATORY ROYAl.. T IES: lf, during the period the lease is kept in effect by payrncnt of the shut· ul oil or gas royal!)', oil or gas is sold and delivered in paying quantities from a 
well located within one thousand ( I ,000) feet of the leased premises and convicted in the same producing reservoir, or ut any case in which drainage is occurring, the right lO continue to mainl:lm 
Ute lease by paying Ote shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royally has been paid. The Lessee may rnainlllin the 
lease for four more successive years by Lessee paying convensatory royally at the royally rate provided in the lease of the nl.'lrket value of production from the well causing the drauuge or which 
is completed in the same producu1g reservoir and wiUtin one thousand (I ,000) feet of the leased pn:rnises. 1l1e convensatory royally is to be paid momhly to the Corrunissioner beginning on or 
before U1e last day of the month followu1g the n10nth in which lhe oil or ~:~sis produced from the well causin11 01e draina~:e or that is completed in the same producu1g reservoir and located within 
one lltousand (I ,000) fee t of the leased premises; if the compensatory royalty paid u1 any 12·nl0nllt period is in an anlOWJl less than the aru1ual shut·UI oil or gas royally, Lessee sl~:~ll pay an 
amowu equnl to the d ifference within thiny (30) days from the end of the 12-momh period; and nouc of these provisio11S will relieve Lessee of lite obligation of reasonable dcvelopn1Cntnor ll1e 
obligation lO drill offset wells as provided u1 N.R.C. Section 52.034; however, at tl1c detcnnination of the Conunissioncr, and with U1e Conuttissiuncr's wnucn approval, U1e payniCnl of 
con'q)eiiSatory royalties shall satisfy the obligation lO drill olfset wells. Compcnsawry royally paymeut:i wh1ch arc nottin1Ciy paid will accrue penalty and imerest in acconJunce will1 l'aragrJph S 
of this lease. 
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13. EkTENSIONS: If, aL the expinuion of the primary Lorm of ~Lis loasc, production of oil or gu.s hus noL been obwined on ~1c louse~ premises .buL d~lling ope_r•Li~ns ure bting co'.'~~cLc~ 
thereon in good fai~l and in a good and workmanlike manner, Lessee 111:1y, on or before Lhc cxpir• Liou of the priuwry Lcm~ tile in Lhc Ocuc~JI L.•ull Otlocc wrou~u upphcuuou LO 11oe Coo~u oussouuc~ 
of the General und Office for a lhiny (30) day extension of this lease, accoJ11lanicd by payment ofTtuce Tho us~~~ Dollars (S~.ooo·.O:O> 1f thts leas~ covers Six hw~drcd fony (640)_a"es or less 
and Six Thousand Dollars ($6,000.00) if this lease covers more ~ 1111 six hwldred fony (64~) acr~s a11d ~1c .~onu1uss1.oncr shall, 111 wnung, extend ~us lease for • ~~~n~ <?O) d•y pc.nod from ~nd 
n tl · t' of Lhe primary Lcnn and so long u1ereafier u oil or gas is produced u1 paym11 qWinuues; proVIded funl1er, tl1aL Lessee may, so lo!1g as such dnll.1ng operouons arc be11111 

a ~ le ;xpl~ 1~.1~ a plic.ation and paymcm during any Lhiny (30) day extended period for an additional exu:nsion of Lhiny (30) days and, upon rrcc1pL of suc.h apploca~1on and pay~nem, .~'• 
cor uc.Le . ma el 'It" i l~ writin a a ill extend this lease so thai same shall remain in force for such additional tlliny (30) day period and so lou~ lh~reaficr as o.'l or gas IS produced Ill ~~yu~g 
~~~~n~~:~1;0~:~d~d: however,'tl.a~this lease shall noL be cxLcuded for more th•n a total of~II'Ce hw•dred niucLy {390) days from and afier the exp1r•uon of the pnmary Ltml uul<ss producuon Ill 

paying qWI IUities has been obwined. 

US E OF WATER· SURFACE· Lessee shall have the right to use water produced on said land necessary for operations hcrcw>der arid solely upon tl1c leased pr:emiscs: provi~ed, howcvtr, 
14

' hall not usc bk water or ~ate r suiwble for livestock or irrigation purposes for water nood operations without tl>c p~o.r wriucn cons~nt of Lessor. SubJect '?~~~ obhgat~n.to pay 
Lessee sdll L pota 1 11 t ~ · ht 10 usc so much of ~·• swfacc of Lhe land tl>aL may be reasonably necessary for drilling aald operaung wells and uansponmg •nd n13rkcung the 
~::Lio~'~:~fro~~::C~ ':.s. ~ov~ ~~~ucted ~~r cotldi~i?ns of least injury 10 the swfacc of t11e land. Lessee shall pay surface dJnl3KCS in an a mown set by the General uuld Office fcc 

schedule which is eiTcctive on the daLe when the acUVIIY requmng the payment of swfacc c:brnages occurs. 

IS. YOLLUTION: In developing this area, Lessee sl>all use tile highest degree of cure and all prop.•~ .safeguar~ LO prevent pol!uLiun. Without limiting L h~ for~guing, pul.luLiuu or cuastul 
wetlands, untural waterways, rivers and impow>ded water shall be prevemed by the usc of containmcm fac>hues suffic>ellltO prcv~ul sp>IIJgc, seepage ur gr~w>J wat~r cOIIIJnunJIIun In tloc cvenL 
of pollution, Lcs.ec sl"'ll usc •II me•ns aL its disposal tO rccaptW'C all escapcJ hydrucarbons or otl>cr pollutant anJ shall be tc>pons>lllc tur all I!Jmagc tu pubhc anJ pnv•Lc prupcn>cS 

(A) UI'LANOS: Lessee shall bwld and 11,.imain fences arow1d its sl~~.>h, swnp, anJ dr•inagc pits and Will- b• LU:ncs so :U .'u pruLcctlivc>IUCk ag•inst lllss, U..uuge llr niJury; . uJ upun 
Cl!onplctiun or •b:ln<loouneon of any well or well$, Lessee sh.olllill and level .oil slush pus anJ ccllors and cunoplctdy cle•n up tl1c drillong >II< of all rubbO>h ~1creou. 

(U) SUUI\IERG EO LANDS: No discharge of solid waste or garb•ge shall be allowed imo Suuc waters frum any drilling or suppon vessels, pr~uction plalluru~ .:rew ur supply bout, 
barge, jack-up rig or other equipmem located on the leased area. Solid w3sle shall include but shall not be limit~d to.co.nwiners, equipn11:n~, rubbiSh, plasuc, ~l~ss, and any Other man·m:tde non­
biodcgrac:bble items A sign must be displayed in a high uaffic area on all vessels anJ maau1ed plaLfom~. staunll: D1scharge o~ ~ny .sohd waste or garbage nno StaLe Waters from vessels or 
pi3Lfonns is suictly prolubiLcd and may subject a State ofTcxas lease 10 forfeiture." Such swtcmem shall be u1 lcneru1g of at least I '" stze. 

(C) RI VERS: To ~1c eAtciU necessary to prevcm pollution, the provisions fow1d no subsections (a) aold (b) ofuus par•graph shall also apply to rivers atld rivcrbeJs. 

( 0 ) r ENAL TV: Failure to comply with the rcquircm•nLS of~1is provisionn,.y resuh in the m: .. imwn penahy allowed by law induding forfciLW'C of the lease. Lessee shall be loablc foa the 
llumages caused by such failure aald any costs and expenses incurred in clcaaung areas aiT.ctcd by ~1e dischar~cd waste. 

16. IDENTIFICAT ION I\IARKERS: Lessee shallcrec~ at a dislllnce not to cxcccJ twcmy·livc (25) feet from each "'•II un the premises cuvcrcll by tl1is lcJSe, • leg>blc sign un wloiclo >hall 
be stau:d the namo: of tile operatOr, the lease: designation and ~ •• well OWllber. Where '"'o or more "'ells on the samo: lease or where "'dis on two or more lc•ses arc coau>cctcll Lo ~1c ~:" "'" .t:onk 
baucry, whether by indavidual now line connections direct Lo ll>o: t:onk or unks or by use of a muhiple hca<lcr system, each line bctwccu each well •nd such lllnk or heaJer shall be lcgobly >llcnu!icd 
at all times, cit11er by a !innly atlllchcd wg or plate or an ideruilicaLion properly painted on such lineaL a distance 1101 LO c~ccell three (3) feeL froon such wnk or header coau>cction Suid sogns, wgs, 
plates or other idcmi!icaLion markers shall be nuintau~ed u1 a legible coaldiLion tl~roughouL tl>c L<:nn uf tins leaso:. 

11. ASSIGNMENTS: Tho: lease may be Lransfencd at any timo:; provided, however, that the liability of the uuaLSferor LO properly ~ischar11c its obligation woller the lease, incluuing prupcrly 
plugging abandoned wells, removing plaLfonns or pipelines, or remediation of coru.amin:uion at drill sites shall pass to the tnnsfc rec upon the prior wriuen COitsem of the Conunissioner of the 
General uuld Office. T11e Commissioner may require the 1r.1nsfercc to demonsuoue financial responsibility and may require a boald or other security. All Lnnsfcrs must reference tl1e lease by the 
lite nwnMr and must be recorded m the COW>L)' where the area is located, and the recorded transfer or a copy ccni!icd to by Ill< Cowuy Clerk of the cowuy where the uansfcr is recorded musL be 
lilcll in ~ 1e General Land Office withu1 ninety {90) c:bys of Lhc execution date, as provided by N.R.C. Section 52.026, accompanied by ~lc liling fcc prescribed by ~>e GenerJI Land Office rules in 
ciTect on tl>c dau: of receipt by the General und Office of such uansfer or ccnificd copy t11erco!: Every tr.msfcrce shall succeed to all rights •nd be subject to all obligations, liabilities, and 
penahies owed LO LIIC Sta«: by the original lessee or any prior transferee of the lease, u>cludlllll any liabilities to tl1c state for w>paid royahics. 

18. RELEASES: Lessee may relinquish the rights gramcd htrtw>do:r Lo t11o: SUotc at any time by recording the relinquisluroem in the cuwuy where this ar<a is siLulOLcd and ti ling tl1e recorded 
relinquishmelll or ccnilio:d copy of some in the Generol Land Office wit11in ninety (90) days allcr its execution accompanied by the liling fee prcscribell by the General Laud Office rules in elli:ct 
on the dau: of receipt by tl>c Gencr•l Land Office of such rtlinquisluncm or ccnilic<l copy thereof. Such rclinquistuno:nL will noL tl<lvc ~·• ciTcct uf actc.siug Lessee frum any li•biluy LhcrcLotbrc 
accrued uo favor of the StaLe. 

19. Ll EN: In •ccorJancc witl1 N R.C. S.:cLion 52. 136, Lhc SwLc >h•lllwvc • tit>L locu upun all uol • •"' K•> pro<luccll lrum ~oc arc• cuvcacJ by tlu> k.~>c tu ><ewe P•YIIICIII uf • II WliM~ auy.hy 
and other sw11S of money tl1:11 n\3y become due w1der ~>is lc•sc. By acccpwnce uf uus lcJ.Se, Lessee gr•nts the SUoLc, in aJJiLion to the hen proviJcd by N.R.C. Scctiun 52.136 anJ auy uther 
applicable sUILutory lien, an express conuactu:~llien on and security imcrcsL in ulllca>cJ nuner•ls in and c~Lr.cu:J Crum Lhc leased prcnuses, all proceeds wltido may accrue LU Lessee from Lloc sale 
of such leased nunerals, whether such proceeds arc held by Lessee or by a ~1irll pany, and all tixtures on and improvcn~<:uts to tl1e leased premises used in cotu>ection wit11 Lhc production or 
processing of such leased ntincrals u1 orllcr to secW"o: the paymo:m of all royalties or otl1cr an10w1ts due or to become due w1der this lease and to sccW"c payn~o:m of any d3nugcs or loss ti~:~ L Lessor 
may sutTer by reason of Lessee's breach of any covenant or cotldiLion of this lease, whether express or implied. This lien and security interest may be foreclosed wi~• or without court proccedu>IIS 
in the a113nner provided in the Title I, Chapter 9 of the Texas Business and Conunerce Code. Lessee agrees that the Commissioner may require Lessee to execute and rrcord such insuumcms as 
may be reasonably a~eccssary to acknowledge, au.ach or perfect tlLis lien. Lessee hereby represents ll>aL tltere arc no prior or superior liens arising from and relating to Lessee's activities upon the 
above-described propeny or from Lessee's acquisition of this lease. Should d1e Conunissioncr aL any time deLcnninc th:u ~>is representation is not D'Ue, then ~1c Conuuissioner may declare Llus 
lease forfeited as provided herein. 

20. FORFEITURE: If Lessee stwll fail or refuse to make the paymem of any swn witltiu thirty {30) days afier it becomes due, or if Lessee or an auL11orizcd a11e nL should knowingly make any 
false retum or false repon concerning production or drilling, or if Lessee shall fail or refuse to drill any oiTset well or wells in good faith as required by law and tl1e rules and regulations adopted by 
~·• Conunissioner of the General Land Office, or if Lessee should fail to lite repons in the manner required by law or fail to COfl1liY wit11 rules and regulatiOIIS promulgated by the General La aid 
Office, ~IC School U >ld Board, or ~IC Railroad O>nu1tission, or refuse the proper autl10nty access to the records pcnaining to operations, or if Lessee or an authorized a gem shouiJ kuowingly fai l 
or refuse to give correct infonnation to the proper authority, or knowingly fail or refuse to furnish the General Land Office a conect log of any well, or if Lessee sl~:~ll knowingly violate any of the 
material provisions of tltis lease, or if this lease is assigned and tl1c assigruncnt is not filed ill the General u ald Office as required by law, tl>e rights acquired wider 

tl1is lca.se shall be subject to forfeiture: by the CoOUltissioner, a aid he shall forfei t same who:n sufficieutly iufon111:d of the facts which authorize a forfeiture, a nil when furfciLcd doc area shall again 
be subject to lease to the highest bidder, wider the same regulatioats controll ing tho: origirwl sale of leases. However, no~ung h<rcur shall be consb'Ucd as waiviu11 the automatic tenrunatiou of tl>is 
lease by operation of law or by reason of any speci.al limitation arising herewldcr. Forfeitures may be set aside atld this lease :uld all rights thercwlder rcinstat~:d before the rights of another 
intervene: upon satisfactory evidence to the Commissioner of the General Land Office: of futW'c COfl1lliloncc with the provisions of the law arid of this lease and the rules and regulations that may be 
adopted relative hereto. 

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically ~~~arued the right of cmu>Cut domain and condenu1aLion as provided for in N.R.C. S.:cLiuns 
52.092-52.093, as a pan of the considera tion moving to Lessor for the covenants herein lll3dc by Lessee. 

22. API'LICAIILE LAWS AND DRILLING RESTRJCTIONS: This lease shall be subject to all rules and regulations, and OJnendmo:nLS there to, promulgated by the Cornntissioner of ~1c 
General Land Office governing drilling and prclducing operations on Permanent Free School Land {specifically including any rules promulgated that relate to plans of operatioaiS), payment of 
royalties, and auditing proced111'CS, and shall be subject to all other valid statuteS, rules, rej~ulaLious, orders and ordinances that may aiTcct operations wider ~1e provisions of this lease. Without 
limiting t11c gencr•lity of the foregoing, Lessee hereby agrees, by the acceptance of tltis lease, w be buwlll by and subject 10 all statutory and regulatory provisions relating LO ~>c Gcneaal Land 
Office's audit billing notice and audit hearil>gs procedures. Said provisiOLIS arc currently fuw1d aL l I Texas Adminisu-..tivc Code, Cl~:~pLcr 4, and Texas NuLur• l RcsoW"ccs Code Sections S2.13S 
and 52. 137through 52.140. In the o:vcnt tlLis lease covers land franchised or leased or otherwise used by a navigation disuict or by the Uautcd States for ~1c purpose of navigation or other purpose 

. . .. 
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incident to the operation o f a pon , then Lessee shall not be entitled to enler or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but Lessee shall 
be e~titled tO develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer tl1an 660 feet and special pennission from tl1e 
Convnissioner of tlle General Land Office is necessary to make any surface location nearer tl1an 2,160 feet measured at ri11ht angles from tl1e nearest bulkhead line or from tl1e nearest dredged 
bouom edge of any cha1U1el, slip, or turning basin which has been autl1orized by the United States as a federal project for future construCtion, whichever is nearer. 

23. REMOVAL OF EQUIPMENT: Upon the tennination o f this lease fo r any cause, Lessee shall not, in any event, be pe':'liued to _remove the cas~1g or any pan of the e4~pn~ent from. any 
producing, dry, or abandoned well or wells witllOut the wriuen consent of tl1e Conunissioner of tlte Gener•l Land Office or Ins authonzed reprcsentauve; nor sl~:~ll Lessee, w1tl10ut the wrmen 
consent of said Comnlissioner or his authorized representative remove from the l<ased premises the ca.sin11 or any other equipment, material, machinery, appliances or propeny owned by Lessee 
and used by Lessee in the developmenl and production of oil or 11as tl1erefrom wnil all dry or abandoned wells have been plu11ged and wnil all slush or refuse pits have been properly filled and all 
broken or discarded lwuber, machinery, or debris shall have been removed from tlte premises to tl1e satisfaction of the said Conunissioner or his autl1orized representative. 

24. FORC E MAJEUR£: Should Lessee be prevented from complying witl1 any express or implied covenant of tl1is l<ase, from conducting drilling oper•tions tl1ereon, or tiom produdu11 oil 
and/or gas therefrom, afier effon made in good faith, by reason of war, rebellion, riots, saikes, fires, acts of God or any order, rule or regulation of governmental authority, uten while so prevented, 
Lessee's obligation to comply will• such covenant shall be suspended upon proper and satisfactory proof presemed to the COIIUllissioner of the General Land Office in suppon of Lessee's 
comemion and Lessee shall not be liable for damages for fa ilure to comply U1erewiu1 (except in Ule event of lease operations suspended as provided in the rules and regulations adopted by tl1e 
School Land Board); and this lease shall be extended while and so long as Lessee is prevemed, 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 paymem ofremals during the primary or extended tern~ nor to abrid11e Lessee's right to u suspension ur1der any 
applicable s tatute of this State. 

25. LEASE SEC URITY: Lessee shall take tl1e highest degree of care and all proper safeguards to protect said pren1ises and to prevent thd\ of oil, gus, and other hydr.x;arbons produced lion• 
said lease. This inc ludes, but is not limited to, the ins tallation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points •t the lease's production, 
gau1ering and storage systems where thefi of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from thefi and shall pay the State ClfTexus royalt ies Ulcreon 
as provided herein on all oil, gas or other hydrocarbons lost by reason of tl1efi. 

26. ltEDUCTION O F I' A YMENTS: u; during the primary tcm~ a ponion of the laud covered by tl1is lease IS incluJcd wid1iu d1e bow1daries of a pooled w1it that h:.s been appru>ed by Ore 
School Land Board in accordance witl1 Natural Resources Code Sections 52.1 S 1-52.153, or,f, at any time •ller urc expirJtion of d1e primary Lenn or tl1e extended tem~ U1is lease covers a lesser 
number of acres tl~an the total amowu described herein, payments tl~:~t arc nlilde on a per acre basis hercw1der shall be reduced accordinx to tl1e nwnber of acres pooled, released, surrendered, or 
otherwise severed, so that payments de tennined on a per acre basis onder the terms of this lease during the primary tem1 shall be calculated based upon tl1e number of acres outside tlre boondanes 
of a pooled wu~ or, if afier the expir. tion of the primary tenn, the number of acres actually retained and covered by this lease. 

21. SUCCESSORS AND ASSIGNS: The cove•~ants, conditions and agreements contained herein shall e~tcnd to and be bindmg upon the heirs, eJ<ecutors, administ.r.nors, successors or 
assi1111S of Lessee herein. 

28. ANT IQU IT IES CODE: In the evem that any feature of archeological or historical imercst on PeruJ;<nent School rw•d Lllnd is encownered duru111 d1e activitics autl1orized by d1is lcase, 
Lessee will inun.edia~e ly cease ~c t~vities and will immediate!~ notify the General Land Office (ATTN. Archaeologis~ Asset Management Division, 1700 N. Con11ress Ave., Austin, Teus 78701) 
and the Texas H1ston cal Conumss1on (P.O. Box 12276, Ausun, TX 78711) so Ulat adequate measures may be w•dcruken to protect or recover such discoveries or fu1diugs, as appropriate. Lessee 
is expressly placed on notice of the National Historical Preserva tion Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and tl1e Antiquities Code ofTexas, Chaptrr 191, Tex. Nat Code 
A1m. (Vemon 1993 & Supp. 1998). Ou sUite-owned land not ded.icated to Ule Pem~:~ ne11l School rw1d, lessee shall notify tl1e Texas Historical Conunission before breakiug grow1d at a project 
location. An archaeological survey mi11ht be required by the comnlission before conS[JlJction of the project can conulltuce. Funl1er, in the evcm that auy site, objec~ location, anilact or oilier 
fe?tur~ of archae.o l~gica l, scientific , educational, cul tural or historic interest is encowuercd during the activities authorize by U1is lease, lessee will inunediately notify lessor and u1e Texas 
H1ston cal Conumss1on so tlmt adequate n~easures may be w1deruken to protect or recover such discoveries or findinxs , as appropriate. 

. 29. YE!"UE: ~essor and Jesse~, in.cluding lessee's .successors and as.sigtlS, hereby agree tlrat venue fur any Jispute aris in11 out of a pruvisiou of tl1is lease, whetl1er <A press or implied, rc11arding 
llll~rpretauoll oftlus lease, or relatmx Ill auy way to tlus lease or to applicable ca.se law, statutes, or administr•tive rules, shall be in a court ofcompctellljurisdictioulocated in Travis Coumy, State 
of fexas. 

30. LEA.SE F ILING: Pursuan.t to Chap1er 9 of tl1e Tel<. Bus. & Com. Code,this lease mus't be filed of record iu the ollicc of the Cuwlly Clerk iu any cowlly in which all or any pan of the 
leased prenuses IS located, and cemfied cop•es Ulereof must be filed in tl1e General Lllud OOice. The prescribed filiug fee shall accompany the cenified copies sent to u1e GenerJI Land Office. 
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31. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before il is lilcd ofrccord in lite cowlly records and in the Gcueral Land Office oflltc: SUite ofTellaS. 

STATE OF ___________________ ___ (CUiti'OitATION ACKNO WLJWCMEI'IT) 

COUNTY OF ___________________ __ 

BEFOR£ ME, lloc wtdcrsi11ued authority, on this d.ly personally appc•rc.J _________________________ _ 

known 10 me to be the person whose name is subscnbc:d 10 the foregoing instrumem, as ________________________ of 

------------------------- ----- - ---------'and ael:uuwlc.Jgcd tO me UUlt he Cl<ccutcd lltc same 

for lite pwposcs and consideration Lltcrciu Cl<prcsscd, in lite capacity st.ate<l, and as lloc act oud dec.! of s••J curpor•uou 

Given under my hand and seal of office llois lloc _ _______ od.yuf ____ ___________ ___ 2o _____ . 

Nowry Public uo and rur _______________ _ 

COUNTY OF~ J f.\M..... 
(IN OJ VIDUAL ACKNO WLEDGMENT) STATEOF ~f'rs 

Before one, lloc wtdersigned aulloo rity, on this day personally appeared .. Jod,J Ur{i'1t&C nM {/L J. T Sa til cer 

KAREN S. VANSA 
NOTARY PUBLIC 
STATE OF TEXAS 

My Comrnrss1on Expires 03-17-2007 

• • •• ••• • • • • • • • • • • •• • •• • • • • • • • • • • • •• . -
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I, : 

FILE NO: 06- 672 

I, BEVERLY HANSON, Clerk of the County Court, in and for said County, do hereby certify that the w ithin 
instrument in writing, dated 03/21/2006 with it's certification of authentication, was filed for record in my 
office 05/05/2006 at 02:48 PM o'clock and recorded 05/05/2006 in the OFFICIAL PUBLIC RECORDS of Loving 
County, Texas, in VOL OP 59, PG: 792. Witness my Hand and Seal of sa id Court, at office in Mentone, Texas, 
on date and year last above written. 

FEE: 36.00 

• • •• • • • • • • • • • •• ... • • • • • • • • • • -
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CERTIFIED COPY CERTIFICATE 
STATE OF TEXAS COUNTY OF LOVING 
I hereby certify that the above IS a true & correct 
copy of the orig1nal record on file m my office 

Beverly Hanson, County & 01stnct Clerk Lovmg Co Texas 

::~steJ2f:~ 
Dep 
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ANADARKO PETROLEUM CORPORATION / Q 7 Q 13 52 3 

Le ase Number: TX-000120718 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

INSTRUCTIONS TO PAY&& • 

BA NUMBER II CHECX DATE II CHECX NUMBER II 
LA4 5678203 Nov-20-2006 30031013 

In aa much aa the c a nceled check serves as our r ental receipt , please caah the check immediately upon receipt. 

INSTRUCTIONS TO DEPOSITORY• 
In case of any difficulty, promptly communicate with the rental section of Land Adminis tration of this company 
(832 - 636 - 7922), explaining the cir cumstances and further instructions will be g iven . 

nc::TAI"'U C:T IID A~n Dc:TAitr.J cno vru to ocrnonc 

I AMOUNT 

~ ***$925. 00* 

I 2--\ 
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Fdc No. m""P7 0 fo I 0 4 
RENTAL'PAYMENT 



ANADARKO PETROLEUM CORPORATION / 
; 08006412 

Lease Number : TX-0001 2 0718 

DEPOSIT TO THE CREDIT OF II BA NUMBER II CHECK DATE II CHECK NUMBER II \ AMOUNT 
STATE OF TEXAS 
GENERAL LAND OFFICE 

M- 106109 

LA4 5678203 

SOUTHWEST PART SEC76 BLK33 H&TC RY CO SURVEY 

INSTRUCTI ONS TO PAYBB: 

Nov-28-2007 300349 39 

I n a s much as the cance l ed che ck serve s a s our rental receipt, plea se cash the check immedia tely upon receipt. 

I NSTRUCTIONS TO DEPOSITORY: 
In case of any d i fficulty, promptly commun icate with the rental sec tion of Land Administrat ion of this company 
( 832·636 · 7 90 5 ), explaining the cir c ums tances and f u rthe r instructions will be given. 

\\*** $925. 00* 

\l \ 
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ANADARKO PETROLEUM CORPORATioN•• 7 • 
Lease Number : TX - 00012 0719 

DEPOSIT TO THE CREDIT OF II BA NUMBER II CHECK DATE ~ CHECK NUMBER ~ 

• • • • • • • • • • 

• • • • • • • • 

/ AMOUNT 

STATE OF TEXAS 
GENERAL LAND OFFICE 

LA45678203 Nov-18-2008 3004 0493 ~*$4 ,625.00* 

M- 106109 
SOUTHWEST PART SEC76 BLK33 H&TC RY CO SURVEY 

090052 00 

INSTRUCTIONS TO PAYBB : 
In as much as the canceled c heck serves as o ur r e ntal receipt, please cash the check immediately upon receipt. 

INSTRUCTIONS TO DEPOSITORY: 
I n case of a ny difficul ty , promptly communicate with the rental section of Land Administrat ion of this company 
832-636 - 7899, explaining the circ ums t ances and further i nstru c tions will be given . 

DETACH STUB AND RETAIN FOR YOUR RECORDS 

\ 

\r-6 
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Lease Number : TX-000120718 

DEPOSIT TO THE CREDIT OF 

• • •• •• • • • • • • 
ANADARKO PETROLEUM CORP ••• 

• 
• • • • • • ••• 

• • • • • • • • • • 

. 
• • • • • • • • • • 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 

. 
• • • • •• • •• 

AMOUNT 
STATE OF TEXAS 
GENERAL LAND OFFI CE 

LA456782 03 Nov-18-2009 30046457 ~·•$4 , 625.0 0• 

M- 106109 
SOUTHWEST PART SEC76 BLK33 H&TC RY CO SURVEY 

1070235 2 

INSTRUCTIONS TO PAYBB: 
In as much a s the canceled check serves as our rental r ece i pt , please cash the che ck immediately upon receipt . 

INSTRUCTIONS TO DEPOSITORY: 
In case of any difficulty, promptly c ommunicate with the rental section o f Land Administration o f thi s c ompany 
832-636-7899, explaining the circumstances and fur t her ins t ructions wi l l b e given . 
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File No.----t1...:::0::._~~l D----'J ___ _ 

RENTAL PAYMENl 

Date Filed: /L- do- 0 'f 
Jerry E. Patterson., Commissioner 

By CA/INlJ 


