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APPLICANT 
AGREEMENT 

APPLICANT 
IDENTIFICATION 
TO APPEAR ON 
LEASE (type/print) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

MGL. NO. 

506 

STATE OF TEXAS 
TAX I.D. # 

SIGNATURE OF 
AGENT 

State Lease Number 

M- 107063 
For GLO Use Only 

OCTOBER 3, 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: Clayton Williams Energy, Inc. 

Address: 6 Desta Drive Suite 3000 

City : Midland State: TX Zio:79705+ 5510 
(I nclude +4 Code) 

Teleohone: (432) 682-6324 

County(iesl: Robertson Survey/Area: A-31 
(If Applicable) 

Little Brazos 
Block[Isp.: River Section[Iract: 3-A Acres: 10.00 

(If Applicable) 

(A) Bonus Amount 4-'( $"'"').___-=2...,. 5._4,_,8:..:... 8""'7,._ __ _ 

Two Thousand Five Hundred Forty Eight and 87/100 
(type/print above) 

(B) Sales Fee Amount ($) 38.23 

Thirty Eight and 23/100 
(type/print above) 

This Sales Fee is 1 V2% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended. 

APPLICANT NAME 

Clayton Williams Energy, Inc. 
(same as above) 

It number) 

,,;•"''""'>&~ 
Ed Uzzell 
(type/print name) 

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

($) 2.548.87 
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Ftle No. ___________ _ 

Date Filed=----------­
Jerry E. Patterson, Commissioner 

BY-------------------------
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INVOICE DATE 

09/22/06 

•• •• • • • 

CHECK NUMBER 

88151 

INVOICE NUMBER VOUCHER NUMBER 

MGL #506 0000699689 

CHECK DATE VENDOR NUMBER 

9 / 25 / 06 3667 

REORDER 10! • US PAT! NT ...0 ~. 157S501. S&-41113. 57151Sl.. 5 ... ll4.1030000 

MIDLAND TX 79705 

DESCRIPTION AMOUNT 

2587.10 

VENDOR NAME 
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Leose Form 
Revised I 0/99 
River 

~usttn, m:exas 

O IL AND GAS LEASE 
o. 1\1- 107063 

W H EREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code bcmg heremaf\er referred to as N R.C.), and subJeCtiO all 
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable s tatutes and amendments to said 
N.R.C. , the following area, to-wit: 

T RACT 3-A OF THE LITTLE BRAZOS RIVER, RO BERT 0 COU T Y, T EXAS, CO T AIN I G API'ROX IMAT ELY 10 ACR ES; TRACT 3-A IS BOUND 0 ITS 
UI'STREAM END BY A L INE I'ERI'ENDICU LAR TO THE COURSE OF THE LITTLE BRAZOS RIVER PASS! G T HROUGH A PO l T HA VI G COORDINATES O F 
X• 3,166,290 FEET AND Y"'-153,080 FEET, TEXAS STAT E I' LA E COORDINAT E SY TEI\1 , CE TRAL ZONE, NAD 1927, AND IS IJOU D ON ITS DOWNSTR EAM E 0 
IJY T H E WAPITI NO. I UN IT, SA ID UN IT IJE I G M OR E PARTI CU LARLY DESCRIIJ ED I ' 1\11 ERAL FILE M-96731, CURRE TLY 0 F ILE I T il E ARC HI VES & 
R ECO RDS OI VI I0 1 OF TH E T EXA GENERAL LAND OFFICE, AUSTI ', TEXA , 

was, af\er bcmg duly adven1sed, offered for lease on the 3"' day of October, 2006, at 10:00 o'clock am., by the Conmliss1oner of the General Land Office of the State of Texas and the School 
Land Board of the Stnte of Texas, for the sole and only purpose of prospecting and drilling for, and producmg 01landlor gas that nuy be fowld and produced from the above descnbed area; and 

W II EREAS, af\er all b1ds and renuttances wh1ch were received up to sa1d time have been duly considered by the Commiss1oner of the General Land Office and the School Land Board at a 
regular meeting thereof in the General Land O ffice, on the 3"' day of October, 2006, hereinafter the "effecth•e d ate" and 11 was found and detem11ned that C LA YTO WILLIAMS 
EN ~:RGY, I C. whose address is 6 DESTA DIU VE, SU ITE 3000, 1\11 DLA D, TEXAS 79705-55 10, had offered the highest and best bid for a lease of the area above described and is, 
therefore, entitled to receive a lease tltereon: 

NOW, T HEREFORE . I, Jerry E. Patterson, Commissioner of the General Land Office of the State ofTexas, heremaf\ersomctimes referred to as "Lessor," whose address IS Austin, Texas, by 
v1nue of the authority vested in me and m consideration of the payment by the hereinafter designated Lessee, the sum of Two Thousand Five Hundred For ty-Eight And 87/100 Dollars 
($2,548.87), receipt of which is hereby acknowledged and of the royalties, covenants, stipulauons and condiuons contamcd and hereby agreed to be paid, observed and performed by Lessee, do 
hereby demise, grant, lease and let unto the abo•e mentioned bidder the exclusive right to prospect for, produce and take 011 and/or gas from the aforesaid area upon the followmg tenns and 
conduions, to-wic 

I . RESE ilVATION: There IS hereby excepted and reserved 10 Lessor the full use of the propeny covered hereby and all nghts w1th respect to the surface and subsurface thereof for any and 
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of mgress and egress and usc of sa1d lands by Lessor and its mmerallessees, for purposes of 
exploring for and producing the mmcrals which are not covered, or which nuy not be covered m the future, wtder the terms of tins lease, but wh1ch may be located withm the surface boundaries 
of the leased area. All of tire rights in and to the leased premises retained by Lessor and all of the nghts in and to the leased premises granted tO I essee herein shall be exercised i11 such a nunner 
that neither shall unduly interfere with the operations oftl1e other. 

2. TERi\1: Subject to the other proviSions hereof, this lease shall be for a terrn of three (3) )UTS trom the effccuvc date hereof (herem called "primary terrn") and as long thereafter as 011 or 
gas is produced m paying quantiues from satd area. 

3. DELAY RENT AL : If no well be conunenced on the land hereby leased ou or before the aruuversary date of thts lease, this lease shalltemunate as to both pan1cs unless the Lessee on or 
before said date shall pay or tender 10 the Commissioner of the General Land Office of the State of Texas at Austm, Texas, the swn of Five Ooll ors (S5.00), per acre, wluch shall operate as 
rental and cover the privilege of deferring tire commencement of a well for twelve {12} months from sa1d date. In hke manner and upon like payments or tenders the conunencement of a well may 
be funhcr deferred for like periods of the same number of months succeSsively during the pnmary terrn he reo( 

4. I'RO OUCTION ROYA LT IES: SubJect to the provisions for royalty reductions set out Ill subparagraph (E) oftlus paragraph 4, upon producuon of oil and/or gas, the Lessee agrees to pay 
or cause to be paid to the Conunissioner of the General Land Office in Austin. Texas. for the usc and benefit o f the State of Texas, during the terrn hereof: 

(A) O IL ; As a royalty on 011, wh1ch IS defined as including all hydrocarbons produced m a hqu1d fomtatthe mouth of the "ell and also all condensate, d isullatc, and other hqwd 
hydrocarbons recovered from 011 o r gas run through a separator or o ther eqwpment, as heremaf\er proVIded. 1/4 pan of the gross producuon or the market value thereof, at the opuon of the 
Lessor, such value to be dctcmuncd by I) the h1ghcst posted pnce. plus prenuun~ 1f any, offered or pa1d for 01!, condensate, disullate, or other hqwd h)drocarbons, respectively, of a hkc type and 
graVIty m the general area where produced and when run, or 2) the h1ghcst market price thereof offered or pa1d m the general area where produced and when run, or 3) the gross proceeds of the 
sale thereof, wh1chever IS the greater Lessee agrees that before any gas produced from the land hereby leased IS sold, used or processed m a plant, 11 wlll be run free of costiO Lessor through an 
adequate 011 and gas separator of conventional type or other eqwpment at least as efficient to the end that all hqwd hydrocarboiiS recoverable from the gas by such means" til be recovered Upon 
wnuen consent of Lessor. the requirement that such gas be run through such a separator or o ther equ1pmcnt may be wa.ved upon such tCmiS and cond1110ns as prescnbed by Lessor 

( ll) NON-I'ROCESSED GAS: As a royalty on any gas (includmg flared gas). which IS defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above, 
produced from any well on said land (except as provided herein with respect to gas processed m a plant for the extraction ofgasohne, hqwd hydrocarbons or other products) 1/4 pan of the gross 
production or the market value thereof, at the option of the Lessor, such value tO be based on t11e h1ghest market pnce pa1d or offered for gas of comparable qualuy in the general area where 
produced and when run, or the gross pnce pa1d or offered to the producer, wh1chcvcr is greater provided that the mallnnwn pressure base m measunng the gas under th1s lease contract shall not at 
any umc exceed 14.65 pounds per square 1nch absolute, and the s tandard base temperatw'e shall be s"ry (60) degrees Fahrenhcu, correcuon to be nude for pressure accordmg 10 Boyle's Law, 
and for spec1fic graVIlY accordmg 10 test made by the Balance Method or by the most approved 1nethod oftcsung bemg used by the nldustry at the lime oftesung. 



{C) PROC ESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 pan of the res idue gas and the 
liquid hydrocarbons ex~r.~c ted or llle markeL value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (I 00%) of the total plant production of 
residue gas anribuLable to gas produced from this lease, and on fifty percent {50%) or that percent accruing 10 Lessee, wluchever is the greater, of the total plant production of liquid 
hydrocarbons, anribuLable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or 
a ffiliate) owns an interes~ then the percentage applicable to liquid hydrocarbons shall be fi fty percent (50%) or the highest percent accruing to a third pany processing gas through such plant 
under a processing agreement negotiated at a rnlS' length {or if there is no such third pany, the highest percent then being spec ified in processing agreements or conlr.lcts in the industry), whichever 
is the grea ter. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of 
corrq>arable quality in the general area or 2) the gross price paid or offe red for such residue gas (or the weighted average gross sell ing price for the respective grades of liquid hydrocarbons), 
whicheve r is the greater. In no event. however, shall the royalties payable under lilis paragraph be less man lile royalties which would have been due bad the gas no t been processed. 

{0) OTHER PRO DUCTS: As a royalty on carbon black, sulphur or any oilier products produced o r manufacrured from gas (excepting liquid hydrocarbons) whelilcr sa1d gas be 
"casinghead," "dry" or any o ilier gas, by frac tionating. burning o r any o ilier processing, 1/4 pan o f gross production of such products, or lile market va lue lilereof. at lile option of Lessor, such 
market value to be determined as follows: 

(I) On lilc basis of the highest market pnce of each product, durmg the same month in which such produc t is produced, o r 
(2) On the basis of the average gross sale price of each product for lile same month in which such products are produced; whichever is the greater. 

{E) VA RIABLE ROYAL TV: (i) Subj ect to the o ther provisions oflilis lease , it IS hereby provided that in the event produc tion in paying quanti ties is established pursuant to lile temlS of 
this lease and such production is brought on line and sa les lile reof are commenced within twelve ( 12) monllts of me effective date hereof, me royalty rate provided herein shall be reduced to 20%, 
and shall apply to each subsequent well dri lled and produced on lite land covered by lilis lease. Provided that, if during such twelve (12) month ternt during which Lessee may earn a reduced 
royalty rate of 20% as herein provided, Lessee should drill in good failil and complete the first well as a d ry hole on the land covered by lilis lease , Lessee may rece ive a llrree (3) monllt extension 
of lile tenn in which 10 earn a reduced royahy ra te by giving notice to lile Conunissioner of the General Land O ffice, commencing dri lling operations on an additional well prior to the expiration of 
such three {3) month period and prosecuting diligeotly and in good faillt the drilling of such additional we ll and completing same so mat produc tion in paying quantities is established and so tha t 
such production is brought on line and sales thereof are commenced prior to lile expiration of such three (3) month extension period. 

(ii) In lile event produc tion in paying quantities is established pursuant 10 lile tem1S of this lease and such production is brought on line and sa les lilereof are commenced afier lile expira tion 
of twelve ( 12) months from the effective date he reof but prior to the expiration o f twenty-four (24) monlils from the effective date hereof, me royalty rate provided herein shall be reduced to 
22 .5~. and shall apply to each subsequent well drilled and produced on lile land covered by lilis lease . Provided llcat, if during such twelve ( 12) month tenn during which Lessee may earn a 
reduced royahy rate of22.5% as he rein provided, Lessee should drill in good faith and complete the first well as a dry hole on lile land covered by lilis lease, Lessee may receive a three (3) monlil 
extension of the ternt in which to earn a reduced royalty rate by giving notice to the Conunissioner of lite General Land O ffice , commencing drilling operations on an additional well prior to lile 
expiration of such three (3) momh period and prosecuting diligently and in good failillile drilling of such additional well and completing same so mat production in paying quantities is established 
and so that s uch production is brought on line and sales thereof are conunenced prior to the expiration of such three (3) month extension period. 

{F) NO DE DUCTIO S: Lessee agrees that a ll royalties accruing to Lessor under this lease shall be \vtthout deduction for me cost of producing, transponing, and olilerwise making the 
oil, gas and o ilier products produced herewtder ready for sale or use. 

{G) ROYALTY IN KIND: Notwithstanding anything contained herein to lile con~r.~ry, Lessor may, at its option, upon no t less than 60 days no tice to Lessee, require a t any time or from 
time to time mat payment of all or any royalties accruing to Lessor under lilis lease be made in ldnd without deduct ion fo r me cost of producing, garnering, storing, separating, treating, 
dehydrating, compressing. processing, transponing and o lilel'\vise making lile o il , gas and o ther products produced he reunder ready for sale o r use . Lessol's right to take its royalty in kind shall 
no t diminish or negate Lessol's rights or Lessee's obligations, whether express or implied, under this lease 

{H) PLANT FUEL A D REC YC L ED GAS: No royal ty shall be payable on any gas as may represent litis lease's proponionate share of any fuel used to process gas produced hereunder 
in any processing plant. Notwithstanding anything conLamed herein to the contrary, and subject to the consem in writing oflile Commissioner of the General Land Office, Lessee may recycle gas 
for gas lifi purposes on the leased premises a fier the liquid hydrocarbons contained in lile gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the 
same may thereafier be produced and sold o r used by Lessee in such manner as to entitle Lessor 10 a royalty thereon under the royalty provisions of this lease. 

(I) MINIM UI\1 ROYALTY : During any year afier the expiration of the primary tenn of this lease, if this lease is maintained by produc tion, the royalties-paid to Lessor in no evem shall 
be less than an an>:>ulll equal to the total annual delay rental here in provided; otherwise, ll1ere shall be due and payable on or before the last day of ll1e month succeeding the annive rsary date of 
this lease a sum equal to the total annual rental less the an>:>um of royalties paid during the preceding year. 

(J} 1\IA RG I AL PRODUCTIO N ROYAL TV: Upon Lessee's wrinen application, the School Land Board may reduce the royalty rate set out in lilis paragraph and/or the minimum 
royalty set out in subparagraph 4 ( I) 10 extend the economic life of lilis lease and encourage recovery of oil o r gas mat might o lilerwise remain wu ecovered. Any such royalty reduction must 
confonn to lite requirements of any School Land Board adminis lr.ltive rules on this subj ect. Royalty may not be reduced below the applicable statutory minimwn. 

5. ROYAL TV PA VI\ l ENTS AND R EPORTS: All royalties not taken in kind shall be paid to lile Commissioner of llte General Land Office at Austin, Texas, in the following manner. 
Payment of royalty on production of oil and gas shall be as provided in lile rules set fonh in the Texas Register. Rules currenlly provide tha t royalty on oil is due and must be received m me 
General Land Office on or before the 5th day o f the second monlil succeeding the month of production, and royalty on gas is due and must be recei\'ed in the General Land Office on or before me 
I 5th day of lile second month succeeding the n>:>nth o f production, accompanied by lile affidavit of the owner, manager or other aulilorized agent. completed in me fonn and mamter prescribed by 
the General Land Office and showmg lile gross amowll and disposit.ion of all oil and gas produced and lile market value of the 011 and gas, togeliler with a copy of all documents, records or 
repons confirnung the gross produc tion, d1sposiuon and market value including gas mete r readings, pipeline rece ipts, gas line rece ipts and o ther checks o r memoranda of amount produced and put 
into pipelines, mnks, or pools and gas lines or gas storage, and any oilier repons or records wh1ch lite General Land Office may require 10 verify the gross production. disposition and market 
value. In all cases the authoncy of a manager o r agent 10 act fo r the Lessee here in must be filed m the Gcneml Land Office. Each royalty payment shall be accompanied by a check stub, 
schedule, summary o r o ther rcnutLance advtcc showing by tl1e assigned General Land Office lease number lile an>:>wll of royally bemg paid on each lease. If Lessee pays his royalty on or before 
thiny {30) days aficr tlte royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25.00, wh1chevcr is greater. A royalty payment which is over liliny (30) days late shall 
acc rue a penalty of 10% o f the roya lty due o r $25.00 whichever is greater. In addition to a penalty, royalnes shall accrue Interes t at a rote of 12% per year; such imerest will begin accruing when 
lile royalty is sixty (60) days overdue. Affidavtts and supporting docwnents which are not filed when due shall incur a penalty in nn an>:>unt set by the General Land Office adminis ~r.~tive rule 
which is e ffective on the date when the affidavits or supponing docuntents were due. The Lessee shall bear all respons ibility for paying or causing royalties to be paid as prescribed by the due 
da te provided herein. Payment of lile delinquency penalty shall in no way opera te 10 prohibit ll1e S ta te's right of forfeiture as provided by law nor act to postpone the date on which royalnes were 
originally due. The above penalty provisions shall not apply in cases of title dispute as to the SLate's poruon of the royalty or 10 that portion of the royalty in dispute as 10 fair market value. 

6. {A) R ES ERVES, CONT RACT S A 0 OTHER RECORDS: Lessee shall annually fum ish the Commiss1oner of the General Land Office with its best possible es timate of oil and gas 
reserves underlying this lease or allocable 10 this lease and shall funush said Commissioner with copies of all conlr.lCts under which gas is sold or processed and a ll subsequent agreentents and 
antendntents to such comracts witlun tinny (30) days afier entering into or makmg such conlr.lcts. agreements o r antendments. Such conlr.lc ts and agreements when received by the Geneml Land 
Office shall be held in confidence by tl1e General Land O ffice unless otherwise authorized by Lessee. All other contracts and records penaining to the produc tion, transponation, sale and 
marketing of the oil and gas produced on said premises, mcluding the books and accowtts, receipts and discharges of all wells, tanks, pools, meters. and pipelines shall at all times be subjec t to 
inspec tion and examination by the Commissioner of the General Land Office, the Allomey General, the Govemor. or the representative of any of llten~ 

(B) DRILLING RECORD : Wnuen nouce of all operauons on th1s lease shall be subnuued to lile Commissioner of the General Land Office by Lessee or operator fi ve (5) days before 
spud date, workover, re-entry, temporary abandom1tenl or plug and abandomnent of any well o r wells Such wriuen notice to lile General Land O ffi ce shall include copies of Railroad 
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Commission forms for apphcalion to dnll Copres of well tests, completion repons and pluggmg repons shall be supphed to the Genernl Land Office at the time they are filed wuh the Texas 
Railroad Conunissron Lessee shall supply the Genernl Land Office wrth any records, memornnda, accounts, repons, cuttmgs and cores, or other mfom13tron relatl•e to the opernuon of the 
above-descobed prenuses, which n13y be requested by the Genernl Land Office, m add1110n to those herem expressly proVIded for Lessee shall have an elec1ncal and/or rndioactiVII)I survey 
made on the bore-hole section, from the base of the surface casmg to the tot~ I depth of well. of all wells drilled on the above descobed prenuses and shall trans nut a true copy of the log of each 
survey on each well to the Genernl Land Office wrthin fifteen (IS) days after the n13ltng ofsard survey 

(C) PE ALTIES: Lessee shall mew a penall)l whenever repons, documents or other mateoals are not filed in the Genernl Land Office when due. The penalty for late fihng shall be set 
by the Genernl Land Office adnurustrntl•e rule" luch is effectl\e on the date when the mateoals were due m the Genernl Land Office 

7. RET A IN EO ACREAGE: Notwrthstanding any proVISion of !Ius lease to the contrary, after a well producmg or capable of producmg ml or gas has been cotf41leled on the leased prenuses, 
Lessee shall exerciSe the drhgence of a reasonably prudent operntor 10 drilhng such additional well or "ells as may be reasonably necessary for the proper development of the leased pre1ruses and 
in n13rketing the producuon thereon 

(A) VERTICAL: In the eventthts lease is in force and effect two (2) years after the exp1rntton date of the pnmary or extended terntll shall then ternunale as 10 all of the leased prenuses, 
EXCEPT ( I) 40 acres sUJTOunding each 011 well capable of producing in paying quanrrues and 320 acres SUJTOunding each gas well capable ofproducmg 111 pa)'lng quantltres (mcluding a shut-m 
oil or gas well as provided in Parngrnph II hereof), or a well upon which Lessee is then engaged m continuous drilling or reworlong operntions, or (2) the nwnber of acres rncluded m a producrng 
pooled unit pursuant to Naturnl Resources Code Sections 52.15 1-52. 153, or (3) such greater or lesser nwnber of acres as 1my then be allocated for productron purposes to a prorntion un11 for 
each such producing well under I he rules and regulations of the Railroad Commission of Texas, or any successor agency, or other govemmental authority having Junsdiction. Witl1in 90 days of a 
paoialtennination of this lease in accordance with this subparngrnph and upon pn)'ltiCnt of the minimwn fihng fee set by Genernl Land Office rules in effect at the ume of the panialtennination, 
Lessee shall have the right to obu.in a surface lease for ingress and egress on and across the temtmated ponion of the leased premises as n1ay be reasonably necessary for the continued operation 
of !he ponions of the lease remaimng 111 force and effect. If Lessee fails to apply for a surface lease within tl1e 90 day period specified above, Lessee 1my apply for a surface lease from the Land 
Office, but the Land Co1mniss10ner has the discretion to grnnt or deny such applicauon and to set the fee for such surface lease 

(8) HORIW 'T r\L; In the e>ent thiS lease is 10 force and effect two (2) years afler !he exp•rnuon date of the prin13ry or extended tenn 11 shall further ternunate as to all depths below I 00 
feet below the tot~ I depth drilled (hereil13fter "deeper depths") in each well located on acreage reu.rned m Parngrnph 7 (A) above, unless on or before IWO (2) years after the primary or extended 
tenn Lessee pays an amount equal to one-half (112) of the bonus originally paid as constderntion for this lease (as specified on page I hereof) If such amount is paid, thiS lease shall be rn force 
and effect as to such deeper depths, and sa1d temunauon shall be delayed for an add mona I penod of IWO (2) years and so long thereafler as 011 or gas IS produced m pa)llllg quanuues from such 
deeper depths covered by thiS lease 

(C) I DE Tl PICA TION A D FILl G: The surface acreage reuined hereunder as to each \\ell shall, as nearly as prncucal, be rn the fonn of a square" 1lh the v.elllocated rn the center 
thereo(, or such other shape as may be approved by the School Land Board Wrthm tluny (30) days after partialtemunauon of thiS lease as proVIded herem, Lessee shall execute and record a 
release or releases conu.ming a satiSfactory legal description of !he acreage and/or depths not reu.med hereunder The recorded release, or a cen1fied copy of same, shall be filed m the Genernl 
Land Office, accompanred by the fihng fee prescobed by the Genernl Land Office rules m effect on the date the release IS filed If Lessee farls or refuses to execute and record such release or 
releases Within mnel)l (90) days afler berng requested to do so by the Genernl Land Office, then the Comnuss1oner at Ius sole discrenon may desrgl13te by vmuen •nstrument the acreage and/or 
depths to be released herew1der and record such instrument Bl Lessee's expense m the counl)l or counnes where the lease IS located and m !he offic1al records of the Genernl Land Office and such 
desrgnarion shall be bmding upon Lessee for all purposes. If at any time after the effective date of the pan1al temunation proVISrons hereof, the applicable field rules are changed or !he well or 
wells located thereon arc reclassified so thai less acreage rs thereafler allocated to sa1d well or wells for production purposes, this lease shall tl1ereupon ternunate as 10 all acreage not thereafter 
allocated to said well or wells for production purposes. 

8. OFFSET WEI. LS: If oil and/or gas should be produced in comn~ercia l quantities from n well located on land privately owned or on State land leased at a lesser royalty, wh1ch well is 
witl1in one thousand ( 1,000) feet of the area included herein, or which well is drnining the area covered by this lease, the Lessee shall, witlrin sixty (60) days after such initial producuon from the 
drnining well or the well located within one thousand (1,000) feet from !he area covered by this lease begin in good faith and prosecute diligently the dolling of an offset well on the area covered 
by this lease, and such offset well shall be drilled to such dept11 as may be necessary to prevent tlre undue drninage of !he area covered by this lease, and the Lessee, n1anager or dnller shall use all 
means necessary in a good faith effort 10 tn:~ke such offset well produce oil and! or gas in co111ll1Crcial quantities. Only upon I he detcrrninauon of the Comnusstoner and wtth Ius wmten approval, 
013Y the pa)llliCnl of a cornpe115atory royalty sausfy !he obligation to drill an offset well or wells requ1red under this Parngrnph 

9. DRY IIOLEICESSATION OF PRODUCTION DURING PRII\IAI\Y TER;\1: If. durmg the pomary tenn hereof3nd poor to dlScO•ery 3nd prodU<;IIOn oforl or gJs on sard land, 
Lessee should dnll a dry hole or holes thereon, or if during the primary ternt hereof and after the drsco•ery and actual producnon of orl or gas from the leased prenu ·es such producuon !hereof 
should cease from any cause, thiS lease shall not tenninate if on or before the exp1rntron of Sllll)l (60) days from date of cotf41leuon of sa1d dry hole or cessauon of producuon Lessee cort1111Cnces 
additional dnlhng or re\\Orkmg operauons thereon. or pays or tenders the ne<t arrnual delay rental rn tliC same manner as proVIded m lh1s lease If, dunng !he last year of the pomary tenn or 
"1thin sixl)l (60) days pnor thereto, 3 dry hole be completed 3nd abandoned, or the production of orl or gas should cease for any cause. Lessee's oght> shall remarn m full force and effect Without 
further ope muons unul the e'p1rn11on of the ponury tenn; and if Lessee has not resumed producuon m pa)llllg quantities at the expirnuon of the pomary tern~ Lessee may m:unam thiS lease by 
conducting additlo1131 dolhng or rewori.Jng operntions pursuant to Parngrnph I 0, usrng the explr:ltlon of the primary tenn as the date of cessanon of producnon under Parngrnph I 0. Should the 
first well or any subsequent well dolled on !he above descnbed land be completed as a shut-rn 011 or gas "'ell within the pntmry tenn hereof, Le.see nuy resume p>yment of the annual renu.l m 
tlte same manner as proVIded herem on or before the rent~ I pa)llllg date followrng the e~prrnuon of SIXty (60) days from the date of compleuon of such shut-m 011 or g3s \\CII 3nd upon the farlure 
to make such paymen~ tlus lease shalltpso facto tenninate If at !he exp1rnnon of tlre pnmary tenn or any ume thereafter a shut-m orl or gas wellrs located on the leased prerruses pa)llliCnts may 
be made in 3ccordance w11h the shut-m proVISIOns hereof. 

10. CESSATI ON, DRILLI NG, AND REWORKING: If, after tlre exp1r:1110n of the primar-y tenn; production of oil or gas from the leased premises, afler once obmined, should cease from 
any cause, this lease shall not lcnmnate if Lessee commences additional drilling or reworking opernuons wrtltin sixty (60) days after such ccssauon, nnd thts lease shall ren1am m full force and 
effect for so long as such opera nons continue in good faith and in workmanlike manner without intemrptions tomling more tltnn sixty (60) days If such dnlhng or reworkmg operntrorlS result m 
the production of oil or gas, the lease shall ren1ain in full force and effect for so long as oil or gas IS produced from the leased premises rn pa)llnJ: quanmtcs or pa)llltenl of shut-rn oil or gas well 
royalties or p3yntelll of compensatory royalties is made as provided herein or as provided by law If the dolling or reworking operations result 111 the compleuon of n well as a dry hole, the lease 
will not tern1ina1e 1f the Lessee commences additional drilling or reworkmg opcrnuons w1thm sixty (60) days after the completion of the well as a dry hole, and tlus lease shall rcomm in effect so 
long as Lessee conunues dnlhng or reworkmg opernliOrlS m good fartl1 and m a worl..n13nhke n13nner without rntcrruptions touhng n>)re than sixty (60) days Lessee shall g1vc wnllen nonce tO 
the Genernl Land Office w 11h111 tluny (30) days of any cess3UOn ofproducnon 

I I. SHUT-IN ROYALTIES: For purposes ofth1s parngnph, "well" means any well that has been ass1gned a well nuntber by the su.te agency havmgJwtSdiCIIOn over the producnon of 011 
and gas. If at any Unte afler tl1e exprrntron of the primary ternt of a lease that, Willi bemg shut m, WJS bemg mamu.rned m force 3nd effect, a well cap•ble or producmg orl or gas m paymg 
quantities is located on the leased premises, but 011 or gas is not bemg produced for lac~ of su1t~ble production faed111es or lack of a su1uble market, then Lessee may pay as a shut-m 011 or gas 
royal!)! an amount equal to double the annual renu.l proVIded m the lease, but not less than Sl,200 3 year for each well capable ofproducrng 011 or gas m pa)llng quanuues. To be effecn>e, each 
n11tial shut-mod or gas royalty must be pard on or before: (I) the e~p1rnuon of !he pomary tern~ (2) 60 days 3fier the Lessee ceases to produce 011 or gas from the leased prenuses. or (3) 60 days 
after Lessee COtf41letes a dnlhng or reworking ope muon m accordance wrth the lease proVISIOns, wluchever date IS latest If the shut-in 011 or gas royalty IS paul, the lease shall be cOIISidered to 
be a producmg lease and the payment shall e'tend the terrn of the lease for a peood of one ye3r from the end of the prumry tenn; or from the first day of the monlh follo"wg the month in whtch 
production ceased, and, afler that 1f no swuble producnon fac1hnes or swu.ble n1ar~et for the orl or gas exists, Lessee may extend the lease for four more successl\e penod> of one (I) year by 
pa)'lng the same amount each year on or before the exp1r:1Uon of each shut-m yeJr 

12. COi\II'ENSA TORY ROYAL Tl ES: If. dunng the penod the lease IS ~ept m effect by pa)llliCnt of the shut-m ool or gas royalry, 011 or gas IS sold and dehvered m pa)llllg quanutres from a 
well located wrthm one thousand ( I ,000) feet of the leased prenuses and completed m the same pnoducmg reservorr, or m any case m whtch drnmage 1s occumng, the nght to commue to marnmm 
the lease by pa)'lng the shut-m 011 or g3S royal I)! shall cease, but the lease shall remam effeeuve for tl1e ren1amder of the year for whrch the royalty has been pard TI1e Lessee may numurn the 



lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which 
is completed in the same producing reservoir and within one thousand (I ,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the Commissioner beginning on or 
before the last d£1Y of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within 
one thousand ( 1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an 
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the 
obligation to drill offset wells as provided in N.R.C. Section 52.034; however. at the determination of the Commissioner, and with the Coll1llllssioner's written approval. the payment of 
compensatory royalties shall satisfy the obligation to drill offSet wells Compensatory royalty payments which are not timely paid Will accrue penalty and interest in accordance with Paragraph 5 
of this lease. 

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obrained on the leased premises but drilling operations are being conducted 
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary tenn, file in the General Land Office written application to the Commissioner 
of the General Land Office for a thi.rty (30) day extension of this lease. accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred forty (640) acres or less 
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hw1dred forty (640) acres and the Commissioner shall , in writing, extend this lease for a thirty (30) day period from and 
after the expiration of the primary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling opecations are being 
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the 
Commissioner shall , in 'vriting, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafler as oil or gas is produced in paying 
quantities; provided, however, that this lease shall not be extended for more than a total o f three hundred ninety (390) days from and after the expiration o f the primary term unless production in 
paying quantities has been obtained. 

14. USE OF WATER; SUR FAC E: Lessee shall have the right to use water produced on said land necessary for operations herew1der and solely upon the leased premises; provided, 
however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water Oood operations without the prior wriuen consent of Lessor. Subject to its obligation 10 
pay surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and opera ting wells and transponing and marketing the 
production therefrom. such usc to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee 
schedule which is effective on the date when the activity requiring the payment of surface damages occurs. 

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

(A) UPLANDS: Lessee shall build and maintain fences arowld its slush, swnp, and drainage pits and tank baueries so as 10 protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level a ll slush pits and cellars and completely clean up ll1e drilling site of all rubbish thereon. 

(8 ) SUBME RGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production plalfonn, crew or supply boat, 
barge, j ack-up rig or o ll1er equipmem located on the leased area. Solid waste shall include but shall not be limited to containers, equipment. rubbish, plastic, glass, and any other man· made non­
biodegradable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or 
platforms is s trictly prohibited and may subject a State of Texas lease to forfeiture." Such statement shall be in leuering of at least I" in size. 

(C) RIVERS: To the cxtelll necessary 10 prevent pollution, the prOVlSIOns fow1d in subsections (a) nnd (b) of this parngrnph shall also npply to riven nnd riverbeds. 

(D) PENALTY: Failure to comply with the requ~remcnts of this provas10n may result m the maximum penalty allowed by law mcluding forfeiture of the lease. Lessee shall be liable for 
the damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste 

16. IDE T IFICA TIO 1\lARK.ERS: Lessee shall erect, a t a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a leg~ble sign on which shall 
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected 10 the same tank 
battery, whether by individual now line connections direct to the tank or tanks or by use of a multiple header system. each hne between each well and such tank or header shall be legibly 
identified at all times, either by a fumly attached tag or plate or an identification properly pa1nted on such line at a distance not 10 exceed three (3) feet from such tank or header connecuon. Said 
signs, mgs, pla tes or other identification markers shall be maintained in a legible conduion throughout the term of this lease. 

17. ASSIGNM E T S: The lease may be transferred at any time; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly 
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at dri ll sites shall pass to the transferee upon the prior written consent of the Conunissioner of the 
General Land Offi ce. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the 
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified 10 by the Cowny Clerk of the county where the transfer is recorded must be 
filed in the General Land Office will1in ninety (90) days of the execution date, as provided by N.R.C. Section 52.026. accompanied by the filing fee prescribed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to a ll obligations, liabilities, and 
penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabil ities to the smte for unpaid royalties. 

18. RELEASES : Lessee may relinquish the rights granted herew1der to the State at any time by recprding the relinquishment in the cowny where this area is situated and fihng the recorded 
relinquishment or cenified copy of same in the General Land Office Within ninety (90) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in etTect 
on the date of receipt by the General Laud O ffice of such relinquishment or certified copy thereof. Such relinqmshmcnt will not have the effect of releasing Lessee from any liability theretofore 
accrued in favor of the State. 

19. L IEN: In accordance with N.R.C. Section 52. 136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all tmpaid royalty 
and other swns of money that may become due tmder this lease. By accepmnce of this lease, Lessee grants the State, in addiuon to the hen provided by N.R.C. Section 52. 136 and any other 
applicable smtutory lien, an express contractual lien on and security interest in all leased minerals in and extracted !Tom the leased prcmtses, all proceeds which may accrue 10 Lessee from the sale 
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixrures on and lmj>rO\'ements to the leased prenuses used in connection wi th the production or 
processing of such leased minerals in order 10 secure the payment of all royalties or other amounts due or to become due under thts lease and to secure paymelll of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covenant or condition of th1s lease. whether express or implied. This hen and security interest nl3y be fo reclosed with or without court proceedings 
in the manner proVIded in the Tille I , Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Conurusstoner may require Lessee 10 execute and record such instrwnents as 
may be reasonably necessary 10 acknowledge, atmch or perfect this hen Lessee hereby represents that there are no pnor or superior hens ansmg from and relating to Lessee's activities upon the 
above-descnbcd propen y or !Tom Lessee's acquisition of this lease. Should the Commissioner at any time detemtine that tlus representation is not true. then the Commissioner may declare this 
lease forfeited as provided herein 

20. FO R FEITURE: If Lessee shall fail or refuse to make the payment of any sum w1thm thiny (30) days after u becomes due. or 1fLessee or an authorized agent should knowingly make any 
false return or fa lse report conceming production or drilling, or if Lessee shall fa il or refuse to drill any otTsel well or wells m good fauh as reqmred by law and the rules and regulatiotas adopted 
by the Conmtissioner of the General Land Office, or if Lessee should fail 10 file reportS m the manner required by law or fail to comply with rules and regulations promulgated by ll•e General 
Land Offi ce, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operauons, or if Lessee or an authorized agent should 
knowingly fa il or refuse 10 give correct infoml3tion to the proper au ll1ority. or knowingly fail or refuse to furnish the General Land Office a correct log o f any well, or if Lessee shall knowmgly 
violate any o f the nl3terial provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law. ll1e rights acquired tmder this lease shall 
be subject to forfeiture by the Conmtissioner, and be shall forfeit same when sufficiently infomlCd of the facts wh1ch authorize a forfeirure. and when forfeited the area shall again be subject 10 
lease io the highest bidder, under the sanlC regulations controlling the original sale of leases. However, nothing herem shall be cotastTUed as waiving the automatic termination of ll1 is lease by 



operation of law or by reason of any special hmi~ation arising hereunder. Forfeuures may be set aside and this lease and all righiS therew1der reins~ated be fore the nghiS of another intervene upon 
satisfactory evidence to the Commissioner of the General Land Office of future compliance wuh the provisions of the law and of this lease and the rules and regulations that may be adopted 
relative hereto. 

21 . RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee is hereby specifically gnnted the nght of enunem dom:un and condemnatiOn as provided for 111 N.R.C. Sections 
52.092-52.093, as a pan of the consideration moving to Lessor for the covenaniS herein made by Lessee. 

22. APPL ICABLE LAWS AND DR ILLING RESTRI CTIO S: This lease shall be subject to all rules and regulations, and amendmeniS thereto. promulgated by the Commissioner oftl1e 
General Land Office governing drilling and producing operations on PemJanem 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 s~atutes, rules, regulations, orders and ordinances tl1at may affect operations w1der the provisions of this lease. Without 
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bow1d 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 fow1d at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52. 135 
and 52. 137 through 52.1 40. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by tl1e United Slates for the purpose of navigation or other 
purpose incident to the operation of a pon, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61.1 17 of the Texas Water Code, but 
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from the 
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged 
bottom edge of any channel, slip, or turning basin which has been authorized by the United Slates as a federal project for future construction, whichever is nearer 

23. REMOVAL OF EQUII'M E T: Upon the tcnninauon of tltis lease for any cause, Lessee shall not, many event, be pemuned to remove the casing or any pan of the equipment from any 
producing, dry, or abandoned well or wells Without the wnnen consent of the Commissioner of the General Land Office or hiS authonzcd representative; nor shall Lessee, without the wnnen 
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipmen~ material, machinery, appliances or propeny owned by Lessee 
and used by Lessee in the development and production of 011 or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pi iS have been properly filled and all 
broken or discarded lwnber, 11\lchinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative. 

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil 
and/or gas therefrom, after erron 1rode in good faith, by reason of war, rebellion," rioiS, strikes, fires, aciS of God or any order, rule or regulation of govemmen~al authority, then while so 
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in suppon of 
Lessee's contention and Lessee shall not be liable for danJages for failure to C01nply therewi th (except in the event of lease operations suspended as provided in the rules and regulations adopted 
by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworkmg operations or producing 011 and/or gas from the 
leased premises; provided, however, that not! ring herein shall be construed to suspend the payment of renlals during the primary or extended tern!, nor to abridge Lessee's nght to a suspens1on 
under any applicable statute of this Slate. 

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

26. REDUCTION OF PA Yl\IENTS: If, during tl1e primary tenn, a ponion of the land covered by this lease is included wrthin the boundanes of a pooled unit that has been approved by the 
School Land Board in accordance witl1 Natural Resources Code Sections 52. 151-52.153, or if. at any time after the expiration of tl1e primary term or the extended tern!, this lease covers a lesser 
number of acres than the total amount described herein, paymeniS that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or 
otherwise severed, so that paynJCniS detcnmned on a per acre basis under the temlS of th1s lease during tl1e primary term shall be calculated based upon the number of acres ouiSide Ute bowtdaries 
of a pooled unit, or, if afierthe expiration oftl1e primary teml, the number of acres actually relained and covered by this lease. 

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agrcemeniS con~ained herein shall extend to and be binding upon the heirs, executors, administrators, successors or 
assigns of Lessee herein. 

28. ANTIQU ITIES CODE: In tl1c event that any feature of archeological or historical interest on Pcml3nent School Fw!d Land is encountered dunng the activities authonzed by thiS lease, 
Lessee \VIII inunediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologis~ Asset Management DiVISion, 1700 N. Congress Ave., Austm, Texas 78701) 
and the Texas HIStorical CommiSSIOn (P.O Box 12276, Ausun, TX 78711) so that adequate measures nJay be undenaken to protect or recover such discoveries or fmdings, as appropnate. 
Lessee 1s expressly placed on nouce of the Nauonal Historical Preservauon Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A 470) and the Antiquiues Code ofTexas, Chapter 191, Tex. NaL 
Code Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to tlte Peml3nent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a 
project locaL1on. An archaeological survey might be requored by the comrniss1on before construction of the project can commence. Furtl1cr, 111 the event that any site, object, location, ani fact or 
other feature of archaeological, scientific, educational, cultural or historic mterest is cncowucred dunng the activities authonze by this lease, lessee will munediately not.ify lessor and the Texas 
Historical Commission so tltat adequate measures nJay be undenaken to protect or recover such discoveries or findings, as appropnatc. 

29. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree tltat venue for any dispute nrising out of a provision of this lease, whether express or imphed, 
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, slatutes. or administrative rules, shall be 111 a coun of competent jurisdiction located m Travis 
Cowuy, Slate of Texas. 

30. LEA E Fl LING: Pursuant to Chapter 9 of the Tex Bus. & Com. Code,this lease must be filed of record m the office of the Cowuy Clerk in any county in which all or any pan of the 
leased prem1ses is located, and cenified cop1es thereof must be filed in the General Land Office. The prescnbcd filing feo shall accompany the cenified copies sent to the General Land Office. 
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This oil and gas lease must be signed and acknowledged by !he Lessee before 11 IS filed of record m !he cowuy records and m !he General Land Office of !he State of 

0 z 
C) 

u: 

~ 

t.:.. ... 
c.l 

tJ -. .... 

LESSEE 

OY: _______________ _ 

T ITLE: ______________ _ 

DATE:. _________________________ _ 

REOF, witness !he signature of the Comnuss1oner of !he General Land Office of !he State of Texas under !he seal of !he General Land Office 

COMI\IISSIONER OF THE GENERAL LAND OFFI CE 
OF T ilE STATE OF TEXAS 

APPROVED 

I ~ ~ 
(":1 ;;.. 

~ cC Contents 
Legal 
DC 
Exec 

STATE OF ___________________ _ (CORI'O RATION ACKJ'IIOWLEDCMENT) 

COUNTY OF _ __________________ _ 

BEFORE ME, !he unders1gncd authonty, on !his day person:~lly :~ppeared, _ _ ______________ _______ _ 

known to me 10 be !he person whose rome IS subscnlled to the foregomg mstrumen~ as of 

--------------------------------------------------------.-----------------·and acknowledged 10 me that he executed !he same 

for !he purposes and consideration the rem expressed, in !he capacity stated, and as !he act and deed of sa1d corporation. 

Given under my hand and seal of office this !he day of , 20 _____ . 

Notary Public m and for 

ST ATE OF _____________________ _ (INDI VIDUAL ACKNOWLEDCI\IENT) 

COUNTY OF ___________________ _ 

Before me, !he undcrs1gncd aulhomy, oo !his day persorolly appeared _______ __ 

known to me to be the persons whose names arc subscnlled to !he foregomg IIISlrwnent, and acknowledged to me lhatlhcy executed the 
same for the purposes and COI!Sidcrauon thcrcm expressed. 

Given under my hand and seal of office tins the day of , 20. ____ __ 

Notary Pubhc m and for ______________ _ 
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November 17, 2006 

Mr. Ed Uzell 
Clayton Williams Energy, Inc. 
6 Desta Drive, Suite 3000 
Midland, Texas 79705-5510 

Dear Mr. Uzell: 

j ERRY PATTER 0 1, CO~L\IISSIO ' ER 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on October 3, 
2006. I am pleased to inform you that Clayton Williams Energy, Inc. was the high bidder on MGL. 
No. 506, which has been assigned the lease number M-1 07063. 

State Lease M-1 07063 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(8), 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 
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O IL AND GAS LEASE 
NO. M-107063 

AccePted for Filin9 in: 
Robertson Count~ 

On: Dec 1lr2006 at 11 :21A 
B~r Carol Bnn croft 

WI I EREAS. pursuant to the Texas Natural Resources Code Chapters 32, 33, S I, and Chapter S2, Subchapters A-0 and H, (said Code being hereinafter referred to as N.R.C.), and subject to all 
rules and regulations promulgated by the Commissioner of the General Land Oflice aodlor the Scbool Land Board pursuant thereto, and aU other applicable statutes and amendments to said 
N.R.C., the following area, to-wic 

TRACT 3-A OF T il E LITTLE BRAZOS RJVER, ROBERTSON COUNTY, TEXAS, CONTAINING A PPROXJMATELY 10 ACRES; TRACT 3-A IS BOUND ON ITS 
UI'STREAI\1 END BY A LINE PERPEND ~CULAR TO T H E COURS E O F T il E L ITTLE BRAZOS RJ VER PASSING THROUGH A POI T IIA VI G COORDINATES OF 
X• 3,166,290 FEET AND Y-453,080 FEET, TEXAS STAT E PLANE COORDINATE SYSTEM, C ENTRAL ZO E, NAD 1927, AND IS BOUND 0 ITS DOWNSTREAM E D 
BY TilE WAPIT I 0 . I UNIT, SAID UN IT BEING MORE PARTICULARLY DESCRJBED IN M INERAL FILE M-96731, CURRENTLY ON FILE IN T il E ARCHIVES & 
RECORDS DI VIS ION OF T HE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS, 

was, after beang duly advertased, offered for lease on the 3 .. doy or October, 2006, at 10:00 o'clock a an, by the Commissioner of the General Land Oflice of the State of Texas and the Scbool 
Land Board of the State of Texas. for the sole and only purpose of prospecung and drilling for, and producuag oal and/or gas that may be found and produced from the above descn'bed area; and 

W II EilEAS, after all bads and renunanccs which were receaved up to sa ad tame have been duly considered by the Cornmassaoner of the General Land Office and the Scbool Land Board at a 
regular meeung thereof an the General Land Office, on the 3,. d•y or Occober , 2006, hcreanaftcr the "effective doce" and it was found and deternuned thac CLAYTON WILLIAMS 
ENERG Y, I C. whose address is 6 DESTA DRJ VE, SU ITE 3000, MID LA D, TEXAS 79705-5510, had offered the highest and best bid for a lease of the area above described and is. 
therefore. enmled to receave a lease thereon: 

OW, T II F.R EFO ilE. I. Jerry E. Patterson, Commissioner of the General Land Office of tlae State of Texas, hereanafter sometimes referred to as "Lessor," whose address as Austin, Texas, by 
vtrtue of the authonty vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum ofTwo T housand Five Hundred Forty-Eighl And 87/100 Dollars 
(SZ,S48.87), receapl of whach is hereby acknowledged and of the royalues, covenants, stipulatioaas and conditions contained and hereby agreed to be paad, observed and performed by Lessee, do 
hereby denuse, gram, lease and let unto the above menuoned badder the exclusave right to prospect for, produce and take oal and/or gas from the aforesaad area upon the followang rerms and 
conduaons, to.wu 

I . RESEll VA T ION There as hereby excepted and reserved co Lessor the full usc of the property covered hereby and all righcs with respecc to the surface ond subsurfoce thereof for any and 
all purposes excep11hose granted and to the extent herein granted to Lessee. together with the rights of angress and egress and use of said lands by Lessor and ats nuneral lessees, for purposes of 
explonng for and producang the nunerals which are not covered, or whach may nor be covered in the future, under the terms of this lease, but which may be locared witlun the surface boundaries 
of the leased area All of the rights in and to the leased prenuses retaaned by Lessor and all oftlae nghts in and to the leased premises granted to Lessee herem shall be exercised in such a manner 
I hat neither shall unduly amerfcre with the operations of the o tlaer. 

2. TER~I SubJeCt to tlae o ther pro vas ions hereof, this lease shall be for a term of chree (3) years from tlae effecuve date hereof (herein called "primary term") and as long thereafter as oil or 
gas as produced an paytng quanriues from said area. 

3. DELAY RENTALS If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall tenrunote as LO both parues unless the Lessee on or 
before sa ad date shall pay or render to the Commissioner of the General Land Office of the S tate of Texas at Austin, Texas, the sum of Five Dollars (SS.OO), per acre, which shall operate as 
rental and cover the pnvtlege o f deferring the commencement of a well for twelve ( 12) months from said date In like manner and upon like poyments or renders the commencement of a well may 
be further deferred for hke periods of the same nwnber of months successavely duri.ng tlae primary tenn hereof. 

4. l' llOD UCTlON ROYAL T l ES: Subjecr to the provisions for royalry reductions set out in subparagraph (E) of tltis paragraph 4, upon producuon o f oal ondlor gas, the Lessee agrees to pay 
or cause to be paad to the Conurussaoner of the General Land Office an Ausun, Texas, for the use and benefit of the State of Texas, during the term hereof 

(A) O IL As a royalty on oal, which is defined as ancludang all hydrocarbons produced an a hqwd form at the mouth of the well and also all condensate, dasnllate, and other hqwd 
hydrocarbons recovered from oal o r gas run through a separator or other equapment, as hereanafter provaded. 1/4 part of the gross production or the ITI3.rkec value thereof, at lhe option of the 
Lessor, sucb value to be delemuncd by 1) the haghcst pos ted pnce, plus prenuwn, af any, offered or paad for oal , condensate, disullate, or other hqwd hydrocarbons. respecuvely, of a like type and 
gravary an the general area where produced and when run. or 2) the highes t nllrket price thereof offered or paad an the general area where produced and when run, or 3) the gross proceeds of the 
sale thereof, whichever as the greater Lessee agrees that before any gas produced from the land hereby leased as sold, used or processed in a plant, at wall be run free of cost to Lessor through an 
adequate o al and gas separator of convenllona 1 type or other eqwpmcnt at lease as efficient co the end thai all hqwd hydrocarbons recoverable from the gas by such means wall be recovered. Upon 
wnnen consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waaved upon such terms and eondanons as prescnbed by Lessor. 

(8) ON- I' ROCESSED GAS: As a royalry on any gas (ancludang Oared gas), which as defaned as a ll hydrocarbons and gaseous substances not defUled as oal an subparagraph (A) above, 
produced from any well on said land (except as provided here an wnh respect to gas processed an a plan! for the extraclaon of gasoline, liquid hydrocarbons or other products) 1/4 part of the v oss 
producnon or the nllrket value thereof, at the option of the Lessor, such value to be based on the highest market pnee paid or offered for gas of comparable quahty an the general area where 
produced and when run, or lhe voss price paid or offered to the producer, whachever is greater provaded that the lll3ximum pressure base in measunng the gas under this lease contract shall not at 
any nme exceed 14 6S pounds per square inch absolute, and lhe standard base temperature shall be sutty (60) degrees Fahrenheit, correcuon to be lll3de for pressure accordang 10 Boyle's Law, 
and for specafic graviry accordmg to tes t made by the Balance Method or by lhe most approved method oftcsung bemg used by the industry at lhe nme oftesung 
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(C) PROCESSED GAS: As a royalty on any gas processed m a gasoline plant or other plam for the recovery of gasolme or other liquid hydrocarbons. l/4 pan o f tloc res1due gas and the 
liquid hydrocarbons extracted or the market value thereof, at the opuon of the Lessor All royalties due herem shall be based on one hundred percent (tOO%) of the total plant production of 
residue gas attnbutable to gas produced from this lease. and on fifty percem (50%) or that percent accruing to Lessee. wh1chever is the greater, of the total plant produc toon of hquid 
hydrocarbons. attnbutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or 
affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percem accrumg to a third pany processmg gas through such plant 
under a processing agreement negotiated at arms' length (or if there is no such third pany, the highest percent ll.1en being specified in processing agreements or contracts tn the industry), whichever 
is the greater. The rospective royalnes on rosidue gas and on liquid hydrocarbons shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbous) of 
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid bydrocarbous), 
whichever is the greater In no event, however, shall the royalties payable woder tlus paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OT H ER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufacrurcd from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead." "dry" or any other gas, by fractionating, burning or any o ther processing, lli part o f gross production of such products, or the market value thereof, at the option of Lessor, such 
market value 10 be determined as follows: 

(I) On the basis of the highest market price of each product, dunng the same month in wluch such product IS produced, or 
(2) On the basis of the average gross sale price of each product for the same month in wluch such products are produced, whtchever is the greater 

(E) VA RIA (ILE R OYA LTY: (i) Subject tO the other provisious of this lease, IllS hereby provided that on the event production in paying quantities is estabhshed pursuant to the terms of 
tllis lease and such producnon is brought on line and sales th<reofare commenced within twelve ( 12) months of llte effective date hereof, the royalty rate provided herein shall be reduced to 20Y., 
and shall apply 10 each subsequent well drilled and produced on the land covered by this lease. Provided that, of during such twelve (12) month term during which Lessee may earn a reduced 
royalty ra te of 20Y, as herein provtdcd, Lessee should drill in good fai th and complete the first well as a dry hole on the lond covered by this lease, Lessee may receive a three (3) monll1 extension 
of the term in which 10 ea rn a reduced royalty rate by giving no lice 10 the Conunissioner of tlte General Lond Office, commencing drilling opera lions on an additional well prior to !he expirauon of 
such three (3) month period and prosecucing diligcncly and in good faill1 the drilling of such additional well and completing same so that production in paying quantities 1S established and so that 
such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month exteusion period. 

(ii) In the even! producuon in paying quantities is established pursuant to the temlS of this lease and such producuon is brought on line and sales thereof are conunenced a ncr the expiration 
of twelve (12) months from the effective date her<of but prior to the expiration of twenty-four (24) months from the effecuve date hereof, the royalty rate provided herein shall be reduced to 
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease Provided that, if during such twelve ( 12) month term dunng which Lessee moy earn a 
reduced royalty rate o f 22.5% as herein provided, Lessee should drill in good faith and complete t.he ftrst well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
exteusion of the term in which to earn a reduced royalty rate by giving notice to !he Commissioner of the General Lond Office, commencing drillmg operatious 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 addiuonal well and completing same so that produccion in paymg quantities is established 
and so thai such production is broughl on line and sales thereof are commenced prior 10 the expiration of such three (3) month exceusion period. 

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

(G) ROYALTY IN KJND: Notwithstanding anything contained herein to the con1rnry, Lessor may, at its option, upon not less than 60 days notice to Lessee. requi.re at any ume or from 
time to lilllC that paymenl of all or any royalt ies accruing to Lessor under this lease be made in kind will1out deduction for the cost of producing, gathering. scoring, separating, treating, 
dehydrating, compressing, processing. transporting and otherwise making the oil. gas and o ther products produced hereunder ready for sale or use. Lessor's right 10 take its royalty m kind shall 
nol dinlinish or negate Lessor's rights or Lessee's obligatious, whether express or implied, under this lease 

(H) PLANT FUEL A D RECYCLED GAS: No royalty shall be payable on any gas as may representllus lease's proportionate share of any fuel used to process gas produced hereunder 
in any processing plont Notwithstanding anything contained herein to the eomrary, and subject to the cousent in wnting of the CollUltissioner of the General Lond Office, Lessee may recycle gas 
for gas lin purposes on the leased premises aner the liquid hydrocarbous contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such ume as the : • • •: • 
same may thereaOcr be produced and sold or used by Lessee in such manner as 10 entitle Lessor 10 a royalty thereon under the royalty provisions of this lease. • .. . 

• • • (I) M INIM UM ROYALTY : During any year aner the expiration of the primary term of this lease, if this lease is mamtamed by production. the royalties paid to Lessor m no event shall • • • 
be less than an amount equal 10 the total annuol delay rental herein provoded; otherwise, there shall be due and payable on or before the las! day of the momh succeeding the anniversary dale of • 
!Ius lease a swn equal to the to tal aomual rental less the anlOwtt of royalties paid during the preceding year • • •••••• 

(J) MA RG INAL PRODUCTION RO YALTY: Upon Lessee's writ1en application, the School Lond Board may reduce the royally race sec ou1 in llus paragraph and/or the nlinimum • 
royalty set out in subparagraph 4 (I) 10 extend the economic life of this lease and encolltllge recovery o f 0 11 or gas that 1111ght otherwise remam unrecovered. Any such royalty reduction must • • • • • • 
conform to the requirements of any School Lond Board administrative rules on this subJeCt Royalty may not be reduced below !he applicable statutory minimwn. • • • 

5. ROYALT Y PAYM ENTS AN D REPO RTS: All royalties not taken in lond shall be pa1d to the Commissioner of the General Lond Office at Austin, Texas, m the following manner. 
Payment of royalty on production of oil and gas shall be as provided in the rules set fonh in the Texas Regoster Rules currently provide thai royalty on oil is due and must be received m the 
General Lond Office on or before the Silt day of the second month succeeding the month of production, and royalty on gas is due and must be rece1ved in the General Lond Office on or before the 
15th day of the second month succeeding the month of production, accompanied by the affidavil of the owner, manager or otlter authorized agent, completed in the form and manner prescribed by 
the General Lond Office and showing the gross anlOunt and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or 
reportS confinning the gross producuon, disposition and marke t value including gas meter readings, pipeline receipts, gas line receipts and other check.s or memoranda of amount produced and put 
into pipelines. tanks. or pools and gas lines or gas storage, and any other reportS or records which the General Lond Office may require to verify the gross production, disposition and markel 
value. In a ll cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Lond Office. Each royalty payment shall be accompanied by • check stub, 
schedule, sununary or other remittance advice showing by the assigned General Lond Office lease number the anlOunt of royally being paid on each lease. If Lessee pays his royally on or before 
thiny (30) days oner the royalty payment was due, then Lesse< owes a penalty of SY, on the royalty or S25 00, whichever is gr<ater. A royalty payment which is over tiUny (30) days late shall 
accrue a penalty of 10% of the royalty due or $25.00 whichever is greater In addiuon to a penalty, royalties shall accrue interest at a rate of 12Y, per year; such interest will begm accruing when 
the royalty IS sixty (60) days overdue. Affidavits and supporting documents which ar< not tiled when due shall incur a penalty man amount set by the General Lond Office administrative rule 
which is effective on lhe date when the affidavits Or supporting docunoents were due The Lessee shall bear all responsibility for paying or causing royalties to be pa1d as prescnbed by the due 
date provided here111. Payment of the delinquency penalty shall in no way operate to prohibit the State's nght of forfeiture as provtded by law nor acl to postpone the date on which royalnes were 
originally due. The above penalty provisions shall not apply in cases oftille dispute as to the State's portion of the royalty or to that portion of the royalty m dispute as to faor market value 

6. (A) RESER VES, CONTRACTS AND OTIIE R RECORDS: Lessee shall annually furnish the Comnuss1oner of the General Lond Office with its best poss1ble estimate of oil and gas 
reserves underlying this lease or allocable to this lease and shall funu sh saod Collllniss1oner with cop1es of all contracts under which gas is sold or processed and all subsequent agreenoents and 
amendments 10 such contTacts willtin thiny (30) days aner entering into or makmg such contrac ts, agreements or amendments. Such contracts and agreenoents when received by the General Lond 
Office shall be held in con.fidcnce by lloe General Loud Office unless o therwise authorized by Lessee. All other contracts and records pertaining 10 the production, crausponation, sale and 
marke ting of the oil and gas produced on said premises, including the books and accounts. receipts and discharges of a ll wells, tanks, pools, meters. and pipelines shall at all times be subject to 
mspection and exammation by the Coll1lllissioner ofche General Lond Office, the Attorney General, the Governor. or the representative of any of them. 

(B) DR ILLI NG RECORDS: Written notice of all operauous on lhts lease shall be submitted 10 !he Coi1Ultiss1oner of the General Lond Office by Lessee or operator live (5) days before 
spud date, workover. re-entry, temporary abandonmelll or plug and abandonment of any well or wells Such written nouce 10 the General Lond Office shall include copies of Railroad 
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Comrcission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas 
Railroad Convnission. Lesse~ shall supply lhe General land Office with any records, memoranda. accounts, reports, cunings and cores, or other information relative to the operation of the 
above-descn'bcd premises, which rn.1y be requested by the General Land Office, in addition to those herein expressly proVIded for Lessee shall have an electncal and/or radioactivity survey 
rn.1de on the bore-hole section. from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall t:ransn111 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. 

(C) PENAL T IES: Lessee shall mcur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filmg shall be set 
by the General Land Office ad.mimst:rativc rule which is effective on the date when the materials were due tn the General Land Office. 

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

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended temt it shall then terminate as to all of the leased premises. 
EXCEPT ( I) 40 acres swrounding each oil well capable of producing in paying quantities and 320 acres surrow1ding each gas well capable of producing in pa)'lng quantities (including a shut-in 
oil or gas well as provided in Paragraph I I hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the nwnber of acres included in a producing 
pooled unit pur.>uant to Natural Resources Code Sections 52. 151-52. I 53, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration urut for 
each such producing well under the rules and regulations of the Railroad Convnission of Texas, or any successor agency, or other governmental authority having Junsdiction. Within 90 days of a 
partial temlination of this lease in accordance with this subparagraph and upon payment of the minimwn fiting fee set by General Land Office ru.Jes in effect at the time of the panial temlination, 
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the temlinatcd ponion of the leased premises as may be reasonably necessary for the connnued operation 
of the portions of the lease remaming in force and effect If Lessee fails to apply for a surface lease withm U1e 90 day period specified above, Lessee may apply for a surface lease from the Land 
Office, but the Land Commissioner bas the discretion to gram or deny such application and to set the fee for such surface lease. 

(B) HORIZONTAL: In Ute event this lease is in force and effect two (2) years after the expiration date of the primary or extended tenn it shall funher terminate as to all depths below 100 
feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 7 (A) above. unless on or before two (2) years .after the pri1113ry or extended 
tenn Lessee pays an amount equal to one-half (J /2) of the bonus originaUy paid as consideration for this lease (as specified on page I hereof). If such amount is paid, this lease shall be in force 
and effect as to such deeper deptllS, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such 
deeper depths covered by Uus lease. 

(C) IDENTIFICATION AND FILING: 11te surface acreage retained hereunder as to each well shall, as nearly as practical, be in the fonn of a square wiUtthc well located in the center 
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial tennination of this lease as provided herein. Lessee shall execute and record a 
release or releases containing a satisfactory legal description of the acreage and/or depths not re tained hereunder. The recorded release, or a cenified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules in effect on the date the release 1S filed. If Lessee fa1ls or refuses to execute and record such release or 
releases wuhin ninety (90) days afler being requested to do so by the General Land Office, then the Conurussioner at hlS sole discreuon may des1gnate by wnuen tnstrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's e><pense in the county or counties where the lease IS located and m the offic1al records of the General Land Office and such 
designation shall be bmding upon Lessee for all purposes. If at any ltme after the effective date of the partial temtinaoon provisiOns hereof, the applicable field rules are changed or the well or 
wells located thereon are reclassified so that Jess acreage is thereafter allocated to said well or wells for production purposes. this lease shall thereupon temunate as to all acreage not thereafter 
allocated to sa1d well or wells for production purposes. 

8. OFFSET WELLS: If oil and/or gas should be produced in con11nercial quanmies from a well located on land pnvately owned or on State land leased at a Jesser royalty. which well is 
within one thousand ( 1,000) feet of the area included herein. or which well IS draining the area covered by II11S lease, the Lessee shall, w1U1in sixty (60) days after such initial production from the 
draining well or the well located within one thousand (I ,000) feet from the area covered by this lease begm m good faith and prosecute diligently the drilling of an offset well on the area covered 
by this lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and U1e Lessee, manager or dnller shall use all 
means necessary in a good faith effon to make such offset well produce oil and/or gas in COITDnercial quantities. Only upon ll1e detemtioacion of lite Convniss10ner and with his written approval, 
may the payment of a compensatory royalty satisfy the obligation 10 drill an offset well or wells required under tltis Paragraph. 

9. DRY llOLEICESSATI ON OF PRODUCTION DURING PRIMARY TERM: If. during the pnmary term hereof and prior to discovery and production of oil or gas on said land. 
Lessee should dnll a dry hole or holes thereon, or if dunng the primary tem1 hereof and after the discovery and acrual producuon of 011 or gas from the leased pre1nises such production thereof 
should cease from any cause, th1s lease shall not termi11ate if on or before 1he expiration of sixty (60) days from date o f completion of sa1d dry hole or cessanon of producuon Lessee corrunences 
additional dnlhng or reworkmg operanons thereon. or pays or tenders the next a1mual delay rental m the same manner as provided in this lease If. dunng the last year of the pn1113ry term or 
wuhin sixty (60) days prior ll•ereto. a dry hole be completed and abandoned. or the production of oil or gas should cease for any cause. Lessee's nghts shall remam m full force and effect without 
funher operauons unul the exp1ra11on of the pri1113ry tenn: and if Lessee has not resumed production in paytng quantities at the exp~rauon of the pnmary term. Lessee may 1113intaln this lease by 
conducting additional dnlling or reworking operations pur.>uantto Paragraph 10, usmg the expiration of the primary tenn as the date of cessation ofproduct1on under Paragraph 10. Should the 
fir.a well or any subsequent well drilled on the above descn'bcd land be completed as a shut-in oil or gas well within the pnmary tenn hereof, Lessee may reswne payment of the annual rental m 
the same 1113nner as provided here1n on or before the rental paying date followmg the expiration of sut ty (60) days from the date of complenon of such shut-m oil or gas well and upon the failure 
to make such payment, tltis lease shall ipso fa cto terminate. If at the expiration of U1e pnmary term or any time thereafter a shut-in oil or gas well is located on the leased prenuses paY'nents may 
be made in accordance with the shut-in provis ions hereof. 

I 0. CESSATION, D Rl LLING, A ND REWORKING: If. afler ll1e expiration of Ute prima f)' term. producuon of oil or gas from the leased pre1nises. after once obtamed. should cease from 
any cause. this lease shall not tem1inate if Lessee commences additional drilling or reworking operations w1thin sixty (60) days after such cessation, and th1s lease shall renuin m full force and 
effect for so long as such opcratio11S continue in good faith and in workmanlike ma1mer without interruptions totahng more than sixty (60) days. If such drilling or reworlung operations result in 
the producuon of oil or gas. t11c lease shall rel113in in full force and effect for so long as oil or gas is produced from the leased premises in paymg quanuties or pa)'lTJent of shut-m 011 or gas well 
royalues or payment of compensatory royalties IS made as proVIded herem or as proVIded by Jaw. If the dnlhng or reworkmg operations result m the completion of a well as a dry hole. the lease 
will not tenmnate if the Lessee CORllnences additional dnlling or rcworkmg operations wulun sixty (60) days after the completion of the well as a dry hole, and tins lease shall remam m effect so 
long as Lessee continues drilling or reworking operations m good fault and m a workm1nhke manner wllhout mtcrruptlons totahng more thon Sixty (60) days Lessee shall give wnuen nonce to 
the General Land Office w1thm thirty (30) days of any cessauon of production 

II. SHUT-IN ROYAL TIES: For purposes of thlS paragraph. "well" n-.eans any well that has been ass1gned a well nunlber by the state agency having Junsd1ct1on over the producuon of oil 
and gas. If at any time after the exp1rat1on of the primary 1em1 of a lease that, until bemg shut m, was bewg mamtamed 1n force and effect. a well capable o f producmg 011 or gas m pa)'lDg 
quantities IS located on the leased premises. but 011 or gas is not bemg produced for lack of suitable production fac1h11es or Jack of a suitable market, then Lessee may pay as a shut-tn oil or gas 
royalty an amount equal to double the annual rental provided in the lease. but not Jess than S I ,200 a year for each well capable of producing 011 or gas in paymg quannues. To be effective. each 
utitial shut-m 011 or gas royalty must be paid on or before. {I) the expiration of the pnmary term. (2) 60 days after the Lessee ceases to produce oil or gas from the leased pren11ses. or (3) 60 days 
after Lessee completes a dnlhng or reworking operation m accordance with the lease provis1oos; whichever date is latesL If the shut-in 011 or gas royalty IS pa1d, the lease shall be co11Sidered to 
be a producing lease and the payment shall extend the tenn of the lease for a period of one year from the end of the pnmary term. or from the first day of the mouth followtng the month in wluch 
production ceased. and. after that. if no swtable production faciht1es or SUitable market for the 011 or gas exists. Lessee may extend the lease for four more success1ve penods of one (I) year by 
paying the san-.e amount each year on or before the expiration of each shut-in year. 

12. COM PENSATORY ROYAL Tl ES: If, during the penod the lease is keptm effect by payn-.ent of Ute shut-tn otl or gas royalty, oil or gas is sold and dehvered in paying quantities from a 
well located w1thm one thousand {1.000) feet of U1e leased prenuses and completed m the sa1ne producmg reservo.r. or 111 any case in which dramage is occ umng, the nght to connnue to maintain 
the lease by paytng the shut-m otl or gas royalty shall cease, but the lease shall remam effective for the rel113mder of the year for which lite royalty has been pa1d The Lessee may maintain the 
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lcasc fo r four mor< s ucccssivc years by Lcsscc paying compensatory royally at the royalty ratc providcd in thc !case of thc market value of produc tion from thc well causmg the drainagc or which 
IS co mpletcd in the san>C producing rcscrvoir and within one thousand ( 1,000) fcet of thc lcascd premises. The coll1>"nsatory royally IS to bc pa1d monthlY to the Commissioner bcginning on or 
bcfore the last <by o f thc month following thc month in which the o~ or gas is produced from the well causing thc drainagc or that is co mpleted in the sarr>C producing reservoir and located within 
o ne thousand ( 1,000) feet of thc leased prcnuses; if the co mpensatory royalty paid in any 12-month period IS m a n amount less than the annual shut· Ul oil or gas royalty, Lessee shall pay an 
amount equal to thc differcocc within thirry (30) <bys from tl1e end of thc 12-mo nth period; and none of these provis ions w1ll r<lievc Lessee o f thc obliganon o f reasonable devc lopmcnt nor the 
obligation to drill offsct wells as providcd in N.R.C. Sectio n 52 034. however. at the dctermination of the Commissio ner. and with the COITIITUSSlo ner's wriucn approval, the paymcnl of 
compensatory royalties shall sans fy thc obhgario n to dnll o ffsc1 wells Compensatory royalty paymcnts wluch ar< not tunely pa1d will accrue penalty and mteres t m accordancc with Paragraph 5 
of this lease. 

13. EXTENSIONS: If, at thc expll'3tioo of the primary tcnn of tlus lease, production of o il or gas bas oo t bccn obtained on the leased prenuses bul drilling opera no ns arc being conducted 
thereon in good fa1th and in a good and worlanaolikc manner, Lessee may. on or bcfore lhc expiration oftbc primary term. file in the Gcneral Land Office written appl ica tion to the Commissioner 
of the General Land Office for a thiny (30) day cxtension o f tl•is lease. accompamed by paymcnt ofThrce Thousand Dollars ($3,000 00) if tlus lease covers s ill hundred fony (640) a eros or less 
and Sill Thousand Dollars (S6,000.00) if this lease covers more than SU< hundred fo ny (640) acres and thc Commissioncr shall, m writing, extend this lease for a lhiny (30) day period from and 
after the expiration o f thc primary tenn and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as s uch dnlhng operations are bcing 
conducted make like application and payment during any tl1iny (30) day extended period for an additional extension of thiny (30) days and, upon receipt o f such application and paymcnl, lhc 
Commissioner shall, in writing, again extend th.is lease so that samc shall remain in force for such additional thirry (30) day period and so long thereafter as o il or gas is produced in paying 
quantities ; provided, however, that th.is lease shall not bc extended for more than a tota l of lhree hundred ninety (390) days from a nd after the expiration of the primary tenn unless production in 
paying quantitie s has been obtained. 

14. USE O F WATER; S URFACE : Lessee shall ha ve t.he right to usc wate r produced on said land necessary for operations hereunder and solely upon the leased premises; provided, 
however, Lessee s hall not use po table water o r water suitable fo r livestock or irrigation pmposes for water Oood operations without the prior wriucn consent of Lessor. Subject to its obligation to 
pay surface damages, Lessee sha ll havc thc right to use so much of the surface of the land that may bc reasonably necessary for drill ing and operating wells and transponing and marketing the 
production therefrom. s uch usc to be conducted under condinons of least injmy to the surface of the land Lessee shall pay surface damages in an amount set by the General Land O ffi ce fee 
schedule which is effectivc on the date when the activity requiring the payment of surface damages occurs. 

15. POLL UTION: In developing this area. Lessee shall use tl•e highest degree of care and all proper safeguards to prevent polluuon. Witho ut limiting the foregoing, pollution o f coasta l 
wetlands, na tural waterways, rivers and impounded water shall be prevented by the use o f contaillJllCnt facilities sufficient to prevent spillage, seepage or gro und water contamination. In tile event 
of pollution, Lessee shall use all n>Cans a t its disposal to recaprure all escaped hydrocarbons or otller pollutant and shall be responsible for all damage to public and private properties. 

(A) UPLANDS: Lessee shall build and maintain fences around its s lush, sump, and drainage pits and tank banenes so as to p ro tect lives tock against loss, damage or injmy; and upon 
completion or abandonmcnt of any well o r wells, Lessee shall fill and level all slush pits and cellars and co mpletely clean up the drill ing site o f all rubbish thcreon 

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shall bc allowed into State waters from any drilling or suppon vessels, produc tion platform. crew or s upply boa~ 
barge, jack-up rig or o ther equipnlCnl located on the leased area. Solid was te shall include but shall not bc hmited to containers, equipmcnt, rubb 1sh, plastic, glas s. and any other man-made non­
biodegradable items. A sign must bc displayed in a high traffic area on all vessels and manned platfo nns staring, "Discharge of any solid waste or garbage into S tate Waters from vessels or 
p latfonns is stric1ly prolubited and may subject a S tate of Texas lease to forfeiture." Such statemcnt shall bc m lenering of at leas t I" in sizc . 

(C) RIVEHS: To the cxtent necessary to prevent pollution. the provis1ons found in subsections (a) and (b) o f this pamgroph sholl olso opply to rivers ond nvcrbeds 

(D) PENAL TV: Failure to comply with the requirements of th•s provis1on may result in the maximum penalty allowed by law includmg fo rfei1ure o f the lease. Lessee shall be hable for 
the damages caused by such failure and any costs and expenses mcurred in cleaning areas affec ted by the discharged waste. 

t 6. IO ENTI F' ICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-live (25) feet from each well on the premises covered b y this lease, a legible sign on which shall 
be stated the namc of the operator, the lease designation and the well nllfllber. Where two or more wells on the same leasc or where wells on two or more leases are connected to the same tank : • • • : • 
ballery, whetl1er by individual now line c01mections direc t to the tank or tanks or by use of a multiple header sys tem. each line between each well and such tank or header shall be legibly • 
identified at a ll times, either by a finnl y attached tag or plate o r an identification properly painted on such line at a d istance not to exceed three (3) feet fro m s uch umk o r header connection. Said • • 
signs, tags, p lates or other identification markers shall be main tai.ned in a legible condition throughout the tem1 of this lease . : • • • • 

• 17. ASSIGNMENTS: The lease may bc transferred at any time; provided. however, tll3t the liability of the transferor to properly d ischarge its obligation under the lease , including properly 
plugging abandoned wells. removing pla tforms or pipelines, or ren>Cdiation of contamination at drill sites shall pass 10 the transferee upon the prior written co nsent o f the Co mmissioner of the : • • • : • 
General Land Office. The Conunissioner nl3y require t11e transferee to demons trate fmancial responsibility and may require a bond o r other sec unry. All transfcrs must reference tile lease by the • 
file nurnbcr and must bc recorded in the county where the area is located, and tile rccordcd transfer or a copy cenified to by the County Clerk of the county where the transfcr is reco rded must bc • • • • • 
filed in the General Land Office within ninety (90) days o f the execution date, as provided by N .R.C. Section 52.026, accompanied by the filing fee prescnbed by the General Land Office rules m • • • • 
eiTect o n the date of receipt by the General Land Office o f suc h transfer or cenified copy thereof. Every transferee shall s ucceed to all n ghts and bc subject to all obligations, liabilities, and • 
penalties owed 10 the S tate by thc o riginal lessee or any prior transferee of the lease, including any liabilities to tile s tale fo r unpaid royalties ••• • • • 

18. RELEASES: Lessee may relinquish the rights granted hercwlder to the State at any time by recording Lhc rclinqwshment in the county where this area IS situated and filing the recorded • •• • 
relinquis bmcnt or cenified copy o f samc in the Ge neral Land Office witllin ninety (90) days after its execunon accompanied by the filing fee prescnbed b y the General Land Office rules in effect • • •: • • 
on tile date of receipt by the General Land Office of s uch relinquislunent or cenified copy thereof. Such relinquishmcnt Will not have the effect o f releas ing Lessee from any liability thewofore • • • 
accrued in favor of the S ta te. 

19. LIEN : In acco rdance with N.R.C. Section 52. 136, the State shall have a firs1 lien upon all oil and gas produced from the area covered by this lease to secure paymcnt of all unpaid royalty 
and other Sllfi1S of money tha t may become due under this lease. By acceptance of this lease , Lessee grants the State, in addition to the lien provided by N.R.C. Secuon 52. 136 and any other 
applicable statutory lien, an express contrac tual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds \Vhich may accrue to Lessee from the sale 
of such leased minerals, whether s uch proceeds are held by Lessee or by a third parry, and a ll fixtures on and improven>Cnts to the leased premises used in coMecuon with the production or 
processing of such leased minerals in order to secure the paymcnt of all royalties or otl•er amounts due or to beconlC due under tlus lease and to sec ure paYrr>Cnt of any damages or loss that Lessor 
may sufl'er by reason o f Lessee's breach of any covenant o r condition of this lease. whether express or implied. This lien and security interest nl3y be foreclosed with or without coun proceedings 
in the nl3nner provided in the T itle I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Conu111Ssioncr may require Lessee to execute and record such instrumc:nts as 
may be reasonably necessary to acknowledge, attach or perfec t t11 is lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the 
above-descnbcd propeny or from Lessee's acquisition of this lease. Should the Commissioner at any timc dc temline that this representation is no t true, then the Comm1ss10ner may declare this 
lease forfeited as p rovided herein. 

20. FO HFEITUR E: If Lessee shall fail o r refuse to make the payn>Cnt o f any sum within thirry (30) days after it bccomcs due, o r if Lessee or an autho rized agent should knowingly make any 
false rerum or false repon concerning production or drilling, o r if Lessee shall fail or refuse to drill any offset well or wells in good faith as requited by law and the rules and regulations adopted 
by the Commissio ner o f the General Land Office, o r if Lessee sho uld fail 10 file repons in the manner reqwred by law or fa1l to comply with mlcs and regulations promulgated by the General 
Land Office, the School Land Board, or the Railroad CommiSSIOn, or refuse the pro per autho rity access to the reco rds penammg to operano ns, or if Lessee or an authorized agcnt should 
knowingly fail or refuse to give correct info nnation to tile proper authority, or knowingly fail or refuse to furms h the General Land Office a correct log o f any well, or 1f Lessee shall knowingly 
viola te any o f the material provisions o f this lease, or if this lease is assigned and the assignn>Cnl is not filed in the General Land O ffice as rcqwred by law, the ngbts acquired under this !case shall 
bc subject to forfeiture by the CoiTIITllssioncr, and he s hall forfeit samc when sufficiently informed of the fac ts which authorize a forfeirure, a nd when fo rfeited the area shall again bc subject to 
lease io the highest bidder, under the same regulations controll ing the original sale o f leases. However, no thing herein shall bc eons1rued as waiving the auto matic termination of this lease by 
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opera non of Ia..:. or by reason of any special limitaoon ansing hereunder. Forfeitures may be set aside and this lease and aU rights thereunder reinstated before the ngbts of another intervene upon 
satisfactory ev;dence to the Oommiss1oner of the General Land Office of future compliance with the proVIsions of the law and of this lease and the rules and regulanons that may be adopted 
relanve hereto 

21 . R.l VERBEO TRACTS: In the event this lease covers a n verbed, Lessee IS hereby specifically granted the right of eminent domam and condemnanon as proVIded for m N.R.C. Seellons 
52.092-52 093. as a pan of the consideration movmg to Lessor for the covenants herem made by Lessee 

22. API'LICABLE LAWS A D DRILLING RESTRICTIONS: Tlus lease shall be subJeCt to all rules and regulations, and amendments thereto, promulgated by the Cormuss1oner of lhe 
General Land Office govemmg drilling and producmg operanons on Permanent Free School Land (spee16eaUy including any rules promulgated that relate to plans of operatJons). payment of 
royalnes, and aud1Mg procedures. and shall be subJect 10 all other valid statutes, rules, regula nons, orders and ordtnances that may alfect operations under the proVISIOns of tlus lease. W1tbout 
lururtng the generality of the foregomg, Lessee hereby agrees, by the acceptance of tlus lease, to be bound by and subject to all statutory and regulatory proVISIOns relating 10 the General Land 
Office's audit billing nouce and aud1t hearings procedures Sa1d proVISIOns are currently found at 3 I Texas Adminislrative Code. Chapter 4, and Texas Narunl Resowces Code Sections 52 I 35 
and 52. 131 through 52 140 In the event Ibis lease covers land fnnclused or leased or otherwtSe used by a nav;gation distnct or by the Uruted States for the purpose of navigation or other 
purpose mcident to the operation of a pon, then lessee shall not be enmled to enter or possess such land without prior approval as prov;ded under Secuoo 61 117 of the Texas Water Code, but 
Lessee shall be entitled to develop such land for oil and gas by directional dnllong, proVIded, however, that no surface drilling location may be nearer than 660 feet and spec~al pemuss1on from the 
Comnussioner of the General Land Office lS necessary 10 make any surface locauon nearer than 2,160 feet measured at right angles from the nearest bulkhead lme or from the nearest dredged 
bottom edge of any channel. slip, or rurning basin which has been authonzed by the Uruted S tates as a federal project for future construction, whichever is nearer. 

23. R EMOVAL OF EQUIPMENT: Upon the ternunanon of this lease for any cause, Le•see si1•ii not, 10 any even~ be pennilted to remove the easing or any pan of the equipment from any 
producing, dry, or abandoned well or wells without the wntten consent of the CommiseJvner of tlte General Land Office or IUs authorized representative; nor shall Lessee, without the written 
conscnl of said Comnussioncr or his authorized representative remove from the leased premises the casing or any other equipmcn~ material, macruncry, appliances or propeny owned by Lessee 
and used by Lessee in tltc development and producnon o f 011 or gas therefrom tuml >II dry or abandoned wells have been plugged and until all s lush or refuse pits have been properly filled and all 
broken or discarded lwnber, machinery, or debris shall have been removed from the ~rew.:Ses to th: satisfaction of the said Commissioner or IUs authorized representative. 

24. FORCE MAJEURE: Should lessee be prevented from complying witl1 any •~press or ~nplied co•<nant of this lease, from conducting drilling operations thereon, or from producing oil 
and/or gas therefroll\ after effon made in good faith, by reason of war, rcbelhon. riots, strikes, fires, acts of God or any order, rule or regulauon of governmental authori ty, then wlule so 
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in suppon of 
lessee's contention and Lessee slull not be liable for damages for fa~lure to comply therewtth (except m the event of lease operations suspended as prov;ded m the rules and regulations adopted 
by the School Land Board), and th1s lease shall be extended while and so long as Lessee IS prevented. by any such cause, from drilling, reworking operations or producmg oil and/or gas from the 
leased premises; proVIded, however, that nothing herem shall be construed 10 suspend the payment of rentals during the prinury or extended tenn, nor to abndge Lessee's right to a suspenston 
under any applicable statute of thiS St.ue. 

25. LEASE SECURITY: Lessee shall take the rughest degree of care and all proper safeguards 10 protect said premises and 10 prevent then of ool, gas, and other hydrocarbons produced 
from saod lease. This tncludes, but is not linuted 10, the mstallauon of all necessary eqwpmen~ seals, locks, or other appropnate protective deVIces on or at all access pomts at the lease's 
production, gathenng and storage systems where theft of hydrocarbons can occur Lessee shall be liable for the loss of any hydrocarbons resultmg from theft and shall pay the State ofTe><as 
royalues thereon as proVIded herem on all oil, gas or other hydrocarbons lost by reason of then. 

26. REDUCTION OF PAYMENTS: If, dunng the pnmary tenn, a pon1on of the land covered by th1s lease is included w1thtn the boundanes of a pooled untt that has been approved by the 
School Land Board in accordance w1th Natural Resources Code Secuons 52 I 5 1-52.153, or 1f, at any ume after the expiration of the pnmary term or the extended tem1, this lease covers a lesser 
nwnber of acres than the total amount descn'bed herem, payments that are made on a per acre bas1s hereunder shall be reduced accordmg 10 the number of acres pooled, released, surrendered, or 
otlterwise severed, so that payments determined on a per acre basis under the temos of th1s lease dunng the primary term shall be calculated based upon the number of acres outside the boundanes 
of a pooled uni~ or, if after the expiration of the pnmary tenn, the number of acres actually retained and covered by this lease. 

27. SUCCESSORS AND ASSIGNS: The covenants, condittons and agreements contained herem shall extend to and be binding upon the hetrs, executors, adminiStrators, successors or 
assigns of Lessee herem • • •••• •• • 

28. ANTIQU ITI ES COllE: In the event that any feature ofarcheolog.cal or lustoncal mterest on Permanent School fund Land IS encountered dunng the actiVIties authorized by this lease, •• • 
Lessee wllltnuncd~ately cease actiVIties and willmuned~ately noufy the General Land Ofiice (A liN. Nchaeologis~ Asset Management DtVISton, 1700 N Congress Ave., AusM, Texas 78701) : • • • • 
and the Texas Historical Conunission (P.O. Box 12276, Auston, TX 787 11 ) so that adequate measures may be undenaken to protect or recover such d1scovenes or fmdongs, as appropnate. 
Lessee IS expressly placed on nonce of the National Histoncal Preservation Act of 1966 (PB·89-66, 80 Statute 915; 16 U.S.C.A 470) and the Aouqwties Code of Texas, Chapter 19 1, Tex.. NaL • 
Code Ann (Vernon 1993 & Supp. 1998) On state-owned land not dedicated 10 the Permanent School fund, lessee shall not1fy the Te><as Htstoncal Comnuss1on before breaktng ground at a : ••• : . 
proJeCt location. An archaeological survey might be required by the contnUSSIOn before construction of the project can conuncnee. Funher, m tl1e event that aoy stte, objec~ locauon, artifact or • 
o ther feature of archaeologocal, sc1enufic, educat•onal, cultural or lustoric onterest IS encountered dunng the acuv;ties authorize by thiS lease, lessee w1ll imnlCdlately notify lessor and the Texas • • • 
HIStoncal Comnussion so tl1a1 adequate measures may be undenakcn to protect or recover such diScovenes or findtogs, as appropriate. • • • • • • 

29. VENUE: Lessor and lessee, mcludmg lessee's successors and ass1gns, hereby agree that venue for any dispute arumg out of a prOVISIOn of thtS lease, whether express or imphed, 
regardmg interpretation of thts lease, or relatmg m any way to tlus lease or to appheablc case law, statutes, or adrntnis1rative rules, shall be tn a court of competent JurlSdlctton located m TraVIS 
County, State of Texas. 

JO. LEASE PILl G : Pursuant to Chapter 9 of the Tex. Bus & Com Code,tlus lease must be filed of record in the office of the County Clerk m any cowtty tn wluch all or any pan of the 
leased prenuses is located, and cen.fied copies thereof must be filed m the General Land Ofiice. The prescnbed filing fee> shall accompany the cen.fied cop1es sent to the General Land Office 
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3 1. EXECUTI ON : This oil and gas lease musl be signed and acknowledged by lhe Lessee before 11 IS filed of record in the county records and 1n the General Land Offie< of lhe Stale o f 
Texas. 

1ce of lhe Stale of Texas under the seal o f lhe General Land Office . .. ... 

STATEOF ___ ~~~-~Jl~~~5~--~~---
COUNTY OF_~-<...:::.J<.· :..L...,.d::u.<lfki6CrJ'--""<L---

(CORPORAT ION ACKNOWLEDGMENT) 

BEFORE ME, lhe undersigned aulhori ty, on !his day personally appeared 

consideration therein expressed, in the capaclly Staled, and as the ac1 and deed of said corporation. 

Given under my hand and seal of office this lhe ~ day of ___ ~......~~~=~~~=-----.~f-:;/"---"'---=>'-n--

USA A. ARMENTA 
NOTARY PUBUC 
STATE OF TEXAS 

MY COMM. EXP. 12-19-2009 

STAT £ O F _________ ___ _ (INDIVIDUAL ACKNOWLEDGME T) 

COUNTY OF ___________ _ 

Before me, the undersigned authority, on lhiS day personally appeared. ______________________________________________ _ 

known 10 me 10 be lhe persons whose names are subscribed 10 l11e fo regoing instrument, and acknowledged 10 me lhatlhey executed the 
same for the pwposes and consideration therein expressed. 

Given under my hand a nd seal o f office !his lhe _________ day of _____________________________ -' 20 ____ __ 

Nptary Public in and for ___________________________ _ 
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CLAYTON WILLIAMS ENERGY, INC. 6 DESTA DRIVE , STE 3000 MIDLAND, TX 79705-0000 

IN PAYMENT .. OF RENTAL PAYMENT TO PARTY OR PARTIES NAMED BELOW, PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN. 

TX-002949 -212294 ROBERTSON 
TEXAS 1 0/03/06 

DEPOSIT RENTAL TO CREDIT OF: 

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

•• • • • • • • 
• 

•• •• • • •• • 

STATE OF TEXAS M-107063 
TEXAS GENERAL LAND OFFICE 
STEPHEN F AUSTIN BUILDING 
1700 N CONGRESS AVENUE 
AUSTIN TX 78711-2873 

4 CORNERS PROSPECT 

SAN ANTONIO 

BOOK/ PAGE MOS BEGlNNTNG 

972 
297 12 10/03/07 14886 

CHECK DATE RENTAL AMOUNT 

09/17/07 50 . 00 . 00 

IF CORRESPONDENCE IS REQUIRED, PLEASE MAKE REFERENCE TO LEASE NUMBER. PLEASE DI':TACH AND RETAIN lHIS STUB FOR YOUR RECORDS. 
lANDCHEC K 

CLAYTON WILLIAMS ENERGY , INC . 
6 DESTA DRIVE , STE 3000 
MIDLAND TX 79705-0000 

DRAWEE BANK 

WELLS FARGO BANK TEXAS, N.A . 
P.O. BOX 2097 

MIDLAND. TEXAS 79702-2097 

37-65/1119 

IN PAYMENT OF RENTAL PAYMENT TO PARTY OR PARTIES NAMED BELOW, PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN. 

M@x~~: 
l EASE NUMBER 

::: ........... LEASE DATE CQUNTY I PARISH / STATE 
··:·· 

TX- 00294 9 - 212294 ROBERTSON 

PAY 

TO 
THE 
ORDER 
OF 

10/ 03 /06 TEXAS 

50 DOLLARS & 00 CENTS 

STATE OF TEXAS M-107 063 
TEXAS GENERAL LAND OFFICE 
STEPHEN F AUSTIN BUILDING 
1700 N CONGRESS AVENUE 
AUSTIN TX 78711-2873 

RECORDED FO'fl PERIOD CHECK 

MOS. 81:GlNNING 
NU!I.Wefl 

BOOK/PAGE 
972 14886 297 12 10/03/07 

CHECK DATE "'··· AMOUNT 

09/17 /0 7 $*********50.00 

CWEI - LEASE RENTALS ACCOUNT 



• • • 
• 

CLAYTON WILLIAMS ENERGY, 

IN PAYMENt OF RENTAL PAYMENT 

INC~ DESTA DRIVE, STE 3000 MID~~- u~~·NT;~·~~s:~;~·~"'""'-·-
TO PARTY OR PARTIES NAMED BELOW, PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN. 

··/t=Of)·{f/'(te~:ss:: f.I:OM~~Jt)::::::,:::;:::::::)\)1( ::::::It.:e:f.:sg:_p_A. re:::=\. \H:tJ' ::=::·:::::9o.l!.~t<t.P/.'Ris~j: §1AXtJ::J{f:::=:::=· ··=::=•:. · .BI!CQRP€!:>) :·•·:::· •-'-'· :::= :: FOR PERlo():·:::··· •• · · ,_·· . dtE:C:,(·. ;:::,: 

TX-002949-212294 
10/03/06 

DEPOSIT RENTAL TO CREDIT OF: 

STATE OF TEXAS M-107063 
TEXAS GENERAL LAND OFFICE 
STEPHEN F AUSTIN BUILDING 
1700 N CONGRESS AVENUE 

ROBERTSON 
TEXAS 

BOOK/ PAGE MOS ·•,., BI:GJNI)II.~_Gj·;; ::.: NUMB~/\/(\ 
972 
297 12 10/03/07 14886 

AUSTIN TX 78711-2873 

• • •• 
••• • ••• 
• 
•• •• • ••• 

\1) • • • • • • • 
• 
• •• • • • • • 

4 CORNERS PROSPECT 

SAN ANTONIO 09 / 17/07 1\ 50.00 . 00 

IF C:ORRFSPONDFNC:F IS RFOlliRFD. PL~ASF MAKF RFFERFNCF TO I FASF NllMBFR. PI FJ\SF OFTJ\C:H AND HFT..\11\1 THIS STIJP FOR Y OIJJI nFrnHnS 
U\NDCH£CK 



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

FileNo. ~- ft'? 67~3 

~~I 
Date Filed: ~,:<, Y/o 72 

Jerry E. Pa?rson, Commissione1 

By 9 • d. 
7 

I 



CLAYT(''N WILLIAMS ENERGY . I ~ 6 DESTA DRIVE, STE 3000 MIDr:;;;~ ·u;;~nm;o;7~S
51

~~ ~~~·
7 

.. ,.., ...... _ 

IN•PAY:VIEN"r OF RENTAL PAYMENv -. - . TO PARTY OR PARTIES NAM ED BELOW, PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN. 

~::~:~=&! mttt~g~&ll!$!1W1'J::=JWit~!@l!HJ ~~~!: :10~=~~~~= ... 111 
10 / 03 / 06 TEXAS 297 12 10/ 03 / 08 16133 

DEPOSIT RENTAL TO CREDIT OF: 

STATE OF TEXAS M-107063 
TEXAS GENERAL LAND OFFICE 
STEPHEN F AUSTIN BUILDING 
1700 N CONGRESS AVENUE 
AUSTIN TX 78711-2873 

4 CORNERS PROSPECT 

SAN ANTONIO 

09001741 

l 'l l 

09 / 18/ 08 ~50.00 .00 
n t r " ror ,...,.."T" A ,..., , A"'"" n r-T A '" ' Tt ,,,... r>-rt tn r-1""\n /,,...,, :s-,.. ,..,... n,.... ,.. 

L.ANOCH(CK 



CLAYTON WI LLIAMS ENERGY, I NC. 6 DESTA DRI VE , STE 3000 MIDLAND, TX 79705-0000 

IN' PA YMEI'-JT OF RENTAL PAYMENT TO PARTY OR PARTIES NAMED BELOW, PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN. 

LEASE NVMBER l,EA$1; DATE 

TX-002949 -21 2294 
10/ 03 / 06 

DEPOSIT RENTAL TO CREDIT OF: 

STATE OF TEXAS M-107063 
TEXAS GENERAL LAND OFFICE 
STEPHEN F AUSTIN BUILDING 
1700 N CONGRESS AVENUE 

COUNTY I PARl$K I STATE 

ROBERTSON 
TEXAS 

AUSTIN TX 78711-2873 

PROSPECT 4 CORNERS PROSPECT 

DIVISION SAN ANTONIO 

RECORDED FOR PERIOD 

BOOK/ PAGE MOS BEGINNING 
972 
297 12 10 /03/08 

CKECI< 
NUMBER 

16133 

CHECK DATE RENTAl AMOUNT BANK CHARGE 

09/18/08 50 . 00 . 00 

IF CORRESPONDENCE IS REQUIRED. PLEASE MAKE REFERENCE TO LEASE NUMBER. PLEASE DETACH AND RETAIN THIS STUB FOR YOUR RECORDS. 
LANDCHECK 

CLAYTON WILLIAMS ENERGY, INC. 
6 DESTA DRIVE, STE 3000 
MIDLAND TX 79705-0000 

DRAWEE BANK 

WELLS FARGO BANK TEXAS. N.A . 
P.O. BOX 2097 

MIDLAND. TEXAS 79702-2097 

37·65/1119 

IN PAYMENT OF RENTAL PAYMENT TO PARTY OR PARTIES NAMED BELOW. PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN. 

LEASE NUMBER lEASE DATE. COUNTY I PARISH J STA'rE RECORDED FOR PERIOD CHECK 

MOS. BEGINNING 
NUMBER 

BOOK/ PAGE 
TX-002949 -212294 ROBERTSON 972 

16133 10/03/06 TEXAS 297 12 10 /03/08 

PAY 50 DOLLARS & 00 CENTS CHECK DATE. AMOUNT 

09 /18/08 $*********50.00 

TO STATE OF TEXAS M- 107063 
THE TEXAS GENERAL LAND OFFICE CWEI • LEASE RENTALS ACCOUNT 

ORDER STEPHEN F AUSTIN BUILDING 
OF 1700 N CONGRESS AVENUE 

AUSTIN TX 78711-2873 



File No. i?Jf / D1C08J & · 

Date File¥lf!/g~f 
By Jerry J[t;rson, Commissioner 


