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APPUCANT 
AGREEMENT 

APPUCANT 
IDENTIFICATION 
TO APPEAR ON 
LEASE (type/print) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

MGL. NO. 

24 

STATE OF TEXAS 
TAX I .D. # 

SIGNATURE OF 
AGENT 

State Lease Number 

M- 108114 
For GLO Use Only 

JULY 17, 2007 

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 : Marden Prooerties. LP. 

Address : 6 Bayou Brandt Drive 

City: Beaumont State: Texas Zip: 77706 
(Include +4 Code) 

Telephone : (409) 833-3133 

County(iesl : Reeves Survey/Area: T & P 
(If Applicable) 

Block/Tso.: 57: Tsp. 3 Sectionaract: 6 Acres: 426.67 
(If Applicable) 

(A) Bonus Amount ($) 224.855.09 

$527.00 Pe r acre - Two Hundred Twentv-Four Thousand Ejqht Hundred 
Fiftv-Five & 09/100 
(type/pnnt above) 

(B) Sales Fee Amount ($) 3.372.83 

Three Thousand Three Hundred Seventv-Two & 83/100 
(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. 

APPUCANT NAME 

Marden Prooerties. L P. 
(same as above) 

(type/print name) 

I 

BONUS AMOUNT ONLY (A) 
(QQ ~ include sales fee) 
I 

($) 224.855.09 
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Lease Form 
Revised I 0/99 
urveyed School Land 

~ustin , W:exas 

O IL AND GAS LEASE 
NO. M- 1081 14 

WH EREAS, pursuant to Ote Te~tas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred to as N.R.C.), and subject to all 
rules and regulations promulgated by the Commissioner of Ote General Land o mce and/or the School Land Board pursuant Otereto, and all other applicable statutes and amendments to said 
N.R.C., the following area, to-wit: 

EAST ONE-THTRD A D WEST 0 E-TH IRD {E/3 & W/3) OF SECTIO 6, BLOCK 57, TOWNSHJP 03S, T . & P. RV. CO. SURVEY, REEVES COU TV, TEXAS, 
C ONTAIN! G APPROXIMATELY 426.67 ACRES, AS SHOWN ON THE OFFIC IAL ~lAP OF REEVES COU TV, TEXAS NOW 0 FILE I THE TEXAS GE ERAL LA D 
O FFICE, AUSTI , TEXA , 

was, after being duly advertised, offered for lease on the 17'' day of July, 2007, at 10:00 o'clock a.n~. by the Commissioner of the General Land omce of the State of Teus and the School 
Land Board of the State of Texas, for the sole and only pwpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above descn'bed area; and 

W II EREAS, after all bids and remittances which were received up to satd ume have been duly considered by the Commissioner of the General Land omce and the School Land Board at a 
regular meeting thereof in the General Land o mce, on the 17'' day of July, 2007, hereinafter the "effecuve date" and it was found and deterrruned that i\1ARDE PROP ERTI ES, L.l' . whose 
address is 6 BA YOU BRANDT DR IVE, BEAUI\10 T, T EXAS 77706 had offered the highest and best bid for a lease of the area above described and is, therefore, entiOed to receive a lease 
!hereon: 

NOW, T H EREFO R E, I, Jerry E. Patterson, Conunissioner of the General Land omce of the State ofTeus, hereinafter sometimes referred to as "Lessor," whose address is Austin, Te)(3S, by 
virtue of the authority vested in me and in consideration of the payment by the hereinafter designated Lessee, the sunt ofTwo Hundred Twenty-Four Thous and Eight Hundred Fifty-Five And 
091100 Dollars (Sl24,855.09), receipt of which is hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and 
perfom1ed by Lessee, do hereby demise, grant, lease and let wuo the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the 
following terms and conditions. to-wit: 

t . RESE RVATIO N: Titcre is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface Otereof for any and 
a ll purposes except those grnnted and to the extent herein gramed to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of 
e~tploring for and producing Ote minerals which arc not covered, or which may not be covered in the future, wtder Ote terms of this lease, but which may be located within the surface boundaries 
of the leased area. All of the rights in and to the leased premises retained by Lessor and all of the rights in and to Ote leased premises granted to Lessee herein shall be e~tercised in such a manner 
that neither shall wtduly interfere with the operations of the other. 

2. TERM: Subject to the other provisions hereof, this lease shall be for a tcmt of live (5) years from the effective date hcreof(herein called "primary tcnn") and as long thereafter as oil or 
gas is produced in paying quantities from said area. 

3. DELAY R E T A LS: If no well is cotnnlenced on the land hereby leased on or before the anniversary date of this lease, this lease shalltemtinate as to both parties wdess the Lessee on or 
before said date shall pay or tender to the Commissioner of the General Land o mce of the State of Texas at Austin, Te~tas, Ote amount specified in the following schedule multiplied by the 
number of acres in Ote premises, which shall operate as a rental and cover the privilege of defemng the conunencen1ent of a well for twelve (12) months from said date. In like manner and upon 
payments or tenders of atnowtts set out in the followmg schedule, the conunencement of a well may be fwther deferred for a like period of the same nwnber of months. 

Anniversarv Date Delay Rental per Acre 
Firs t S 5.00 
Second S 5.00 
Third $25.00 
Fourth $25.00 

4. · PRODUCTION ROYA LT IES: Subject to the provtsions for royalty reducttons set out m subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay 
or cause to be paid to the ConmttSStoner of the Genernl Land Office m Austin, Texas. for the use and benefit of the State of Texas, during the term hereof: 

{A) O IL: As a royalty on oil, which is defined as including a ll hydrocarbons produced m a liquid form at the mouth of the well and also all condensate, distillate, and other liquid 
hydrocarbons recovered from oil or gas rw• through a separator or other equipment, as hereinafter provided, 1/4 part of the gross production or the rrorket value thereof, at the option of the 
Lessor, such value to be detemtined by I) the highest posted price, plus premi~ if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and 
grnvity in the general area where produced and when rw1, or 2) the highest market price thereof offered or paid in the general area where produced and when rw1, or 3) the gross proceeds ofOte 
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from Ote land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an 
adequate oil and gas separntor of conventional type or other equipment at least as cmciem to the end ~ta t all liquid hydrocarbons recoverable from the gas by such tlleatlS will be recovered. Upon 
wrillen consent of Lessor. the requiretllent ~•a t such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor. 

{B) NON-PROCESSED GAS: As a royalty on any gas {includmg nared gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagrnph (A) above, 
produced from any well on said land (except as provided herein wi~1 respect 10 gas processed in a plant for ~te extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross 
production or the market value thereof, at the option of the Lessor, such value to be based on Ote highest market price paid or offered for gas of comparable quality in the genernl area where 
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the ma>timun1 pressure base in measuring the gas under this lease contract shall not at 
any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, 
and for specific gravity according to test made by the Balance Method or by the most approved n1ethod of testing being used by the industry at the tir11e of testing. 



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other pia m for !he recovery of gasoline or other liquid hydrocarbons, 1/4 part of !he residue gas and the 
liquid hydrocarbons extracted or the market value !hereof, at !he oprion of the Lessor. All royahies due herein shall be based on one hw1dred percent ( lOO%) of !he total plant production of residue 
gas atoibutable to gas produced from this lease, and on fifty percent (50%) or ~lat percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons, 
attributable to !he gas produced from this lease; provided that if liquid hydrocarbons arc recovered from gas processed in a plant in which Lessee (or its pa rent, subsidiary or affiliate) owns an 
interest, !hen ~1e percentage applicable to liquid hydrocarbons shall be fi fty percent (50%) or !he highest percent accruing to a third party processing gas ~1rough such plant w1der a processing 
agreement negotiated at arms' lengtl1 (or if ~1ere is no such ~tird party, !he highest percent !hen being specified in processing agreements or contracts in !he industry), whichever is !he greater. The 
respecrive royalties on residue gas and on liquid hydrocarbons shall be determined by I) !he highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area or 2) !he gross price paid or offered for such residue gas (or ~te weighted average gross selling price for !he respective grades of liquid hydrocarbons), whichever is the greater. In no 
event, however, shall !he royalties payable Wider ~1is paragraph be less lhan !he royalties which would have been due had !he gas not been processed. 

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead," "dry" or any o~1er gas, by fractionating, burning or any o~1cr processing, 1/4 part of gross production of such products, or the market value thereof, at ~1e option o f Lessor, such 
market value to be determined as follows: 

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

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided ~tat in !he event production in paying quantities is established pwsuant to !he tenns of 
!his lease and such production is brought on line and sales !hereof are commenced within eighteen (18) months of !he effective date hereof, ~1e royalty ra te provided herein shall be reduced to 
20%, and shall apply to each subsequent well drilled and produced on the land covered by ~tis lease. Provided that, if during such eighteen (1 8) month term during which Lessee may cam a 
reduced royalty rate of20% as herein provided, Lessee should drill in good faith and complete !he first well as a dry hole on the land covered by this lease, Lessee may receive a ~1ree (3) month 
extension of the teml in which to earn a reduced royalty rate by giving notice to t11e Commissioner of the General Land Office, commencing dri lling operations on an addi tional well prior to the 
expiration of such tl1ree (3) month period and prosecuting diligently and in good faith ~le drilling of such additional well and completing same so ~1at production in paying quantities is established 
and so !hat such production is brought on line and sales thereof are commenced prior to tl1e expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after !he expiration 
of eighteen ( 18) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, !he 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 !his lease. Provided that, if during such s ix (6) month term during which Lessee may earn a reduced 
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete !he firSt well as a dry hole on the land covered by !his lease, Lessee may receive a t11ree (3) month 
extension of !he tem1 in which to cam a reduced royalty rate by giving notice to the Commissioner of !he General Land Office, commencing drilling operations on an additional well prior to ~te 
expiration of such three (3) month period and prosecuting diligently and in good faith ~le drilling of such additional well and completing same so that production in paying quantities is established 
and so !hat such production is brought on line and sales thereof are conunenced prior to ~1e expiration of such three (3) month extension period. 

(F) NO DEDUCTIO S: Lessee agrees ~lat all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and o therwise making the oil, 
gas and other products produced herew1der ready for sale or use. 

(G) ROYAL T V IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from 
time to time that payment of all or any royalties accruing to Lessor m1der this lease be tn.'lde in kind without deduction for the cost of producing, gathering, storing, separating, treating, 
dehydrating, compressing, processing, transp orting and otherwise lll!lking !he oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whe~1er express or implied, under this lease. 

(H) PLANT FUEL AN D RECYCLE D GAS: No royalty shall be payable on any gas as may represent tlus lease's proportionate share of any fuel used to process gas produced hcrcw1der 
in any processing plant. Notwithstanding anything contained herein to the contrary, and subject to !he consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas 
for gas lifi purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as !he 
same may thereafter be produced and sold or used by Lessee in such manner as to enti~e Lessor tO a royalty ~le reon under !he royalty provisions of this lease. 

( I) M IN IMUM ROYA L T V: During any year afier the expiration of !he primary tem1 of~tis lease, if ~tis lease is maintained by production, the royalties paid to Lessor in no event shall be 
less tl1an an amount equal to $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of this lease a swn equal to $5.00 per 
acre less the amount of royalt ies paid during ~1e preceding year. 

(J) MARG INAL I'RODUCTION ROYALTY: Upon Lessee's written application, U1e School Land Board may reduce the royalty rate set out in ~1is paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to extend !he economic life of this lease and encourage recovery of oil or gas !hat might otherwise remain wuecovered. Any such royalty reduction must 
conform to the requirements of any School Land Board administrative rules on !his subject. Royal ty may not be reduced below the applicable s tatutory minimwn. 

5. ROYAL TV I' A Yi\IENT S AN D REPORTS: All royalties not taken in kind shall be paid to the Conunissioner of the General Land Office at Austin, Texas, in the following manner: 
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the 

General Land Office on or before ~te 5th day of !he second month succeeding ~te month of production, and royalty on gas is due and must be received in ~1e General Land Office on or before !he 
15th day of ~le second month succeeding the month of production, accompanied by the affidavit of !he owner, manager or other authorized agent, completed in the form and manner prescribed by 
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of !he oil and gas, toge~1er with a copy of all docwncnts, records or reports 
confimling the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and o ther checks or memoranda of amount produced and put into 
pipelines, tanks, or pools and gas lines or gas storage, and any other reportS or records which the General Land Office may require to verify the gross producrion, disposition and market value. In 
a ll cases the authority of a manager or agent to ac t for the Lessee herein must be filed in !he General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or o ther remittance advice showing by the assigned General Land Office lease nwnber the amount of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, wltichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% 
of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruiug when the royalty is sixty (60) 
days overdue. Affidavits and supponing documents which are not filed when due shall incur a penalty in an amount set by the General Land O ffice administrative rule which is effective on the 
date when the affida vits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein. 
Payment of t11e delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone !he date on which royalties were originally due. TI1e 
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to !hat portion of the royalty in dispute as to fair market value. 

6. (A) RESERVES, CONTRACTS AN D OTHER RECORDS: Lessee shall rumually furnish the Conurtissioner of the General Land Office with its best possible estimate of oil and gas 
reserves underlying this lease or allocable to this lease and shall furni sh said Commissioner with copies of all contracts w1der which gas is sold or processed and all subsequent agrcerncnts and 
amendments to such contracts within thirty (30} days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by !he General Land 
Office shall be held in confidence by the General Land O ffice unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and 
marketing of !he oil and gas produced on said pretrtises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at a ll times be subject to 
inspection and exanlination by the Commissioner of~1e General Land Office, the Attorney General, the Governor, or the representa tive of any of !hem. 

( ll) DRILLING RECORDS: Written notice of all operations on ~lis lease shall be subntiued to !he Conmlissioner of the General Land Office by Lessee or operator five (5) days before spud 
date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Offi ce shall include copies of Rai lroad Commission 
fom1S for application to drill . Copies of well tests. completion reportS and plugging reports shall be supplied to !he General Land Office at the time they are filed with the Texas Railroad 
Conlrllission. Lessee shall supply the General Land O ffice with any records, memoranda, accounts, reportS, cuttings and cores, or olher infomJation relative to ~1e operation of the above-described 
premises, which nl3y be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey nJade on the bore-hole 
section, from the base of the surface casing to the total depth of well, of a ll wells drilled on the above described prentises and shall transmit a true copy of the log of each survey on each well to !he 
General Land Office within fiftee n (15) days after the making of said survey. 
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{C) PENA LTIES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in tl1e General Land Office when due. The penalty for late filing shall be set by 
the General Land Office administrative rule which is effective on the date when the materials were due in the General Land Office. 

7. RETAINED ACREAGE: Notwithst:mding 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 !hereon. 

(A) VERTICAL: In the event th.is lease IS 111 force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises, 
EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying qUlntitics and 320 acres surrounding each gas well capable ofproducmg in paying qUlntities {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 number of acres included in a producing 
pooled unit pursUlnt to Natwal Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each 
such producing well under tl1e rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within 90 days of a 
partial termination of this lease in accordance witl1 tltis subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination, 
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the termirtated portion of the leased premises as may be reasonably necessary for the continued operation of 
the portions of the lease remaining in force and effec~ If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land 
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease. 

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended tenn it shall further temunate as to all deptl1S below 100 
feet below tl1e total depth drilled (hereinafter "deeper depti1S") in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended 
tem1 Lessee pays an an10tmt equal to one-half(l/2) of the bonus originally paid as consideration for this lease (as specified on page I hereof). If such alliOUnl is paid, this lease shall be in force 
and effect as to such deeper dept!IS, and said tem1ination 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 dcptliS covered by this lease. 

{C) IDE TIFICAT ION AND FILING: The surface acreage retained herew1der as to each well shall. as nearly as practical, be in the form of a square 1vith the well located in the cenler 
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a 
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a cenified copy of same, shall be filed in the General 
Land Office, accompanied by tl1e filing fee prescnbed by Ulc General Land Office ntles in effect on !he date the release is filed. If Lessee fails or refuses to execute and record such release or 
releases within ninety (90) days after being requested 10 do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrumcm the acreage and/or 
depths to be released hereunder and record such ii1Strument at Lessee's expecJSC in the county or counties where the lease is located and il1 !he official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or 
wells located !hereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter 
allocated to said well or wells for production purposes. 

8. OFFSET WELLS: If oil and/or gas sl1ould be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is within 
one thousand ( 1,000) feet of tl1e area included herein, or which well is draining the area covered by this lease, the Lessee shall. within sixty (60) days after such initial production from t11e draining 
well or the well located within one thousand {1 ,000) feet from the area covered by this lease begin in good faith and prosecute diligently the drilling of an offset well on the area covered by this 
lease, and such offset well shall be drilled to such depth as may be necessary to prevent the w1due drainage of the area covered by this lease, and the Lessee. manager or driller shall use all means 
necessary in a good faiu1 effon to make such offset well produce oil and/or gas in commercial quanttties. Only upon the detemunauon of the Commissioner and with his written approval. may the 
payment of a compensatory royalty satisfy the obligauon to drill an offset well or wells required under this Paragraph. 

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TEIU.I: If, during the primary term hereof and pnor 10 discovery and production of oil or gas on said land, Lessee 
should drill a dry hole or holes thercon. or if during the primary tem1 hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof should 
cease from any cause, tl1is lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of sacd dry hole or cessation of production Lessee commences 
additional drilling or reworking operations thereon, or pays or tenders Ule next annual delay rental in the same manner as provided in this lease. If, during the last year of !he primary term or 
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of o il or gas should cease for any cause, Lessee's rights shall remam m full force and effect without 
further operations unti l the expiration of the primary tem1; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain u1is lease by 
conducting additional drilling or reworking operations pursuant to Paragraph 10. using the expiration of the primary tcnn as the date of cessation of production under Paragraph I 0. Should the 
first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume payment of the annual rental in 
the same manner as provided herein on or before the rental paying date following the expiration of sixty {60) days from tl1e date of completion of such shut-in oil or gas well and upon the failure to 
make such payment, this lease shall ipso fac to tem1inate. If at tl1e expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises payments may be 
made in accordance with tl1e shut-in provisiociS hereof. 

10. CESSA TJON, DRILLING, AND·REWORKING: If, after u1e expiration of the primary term, production of 011 or gas from the leased premises, after once obtained, should cease from 
any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operatiotiS within sixty (60) days after such cessation, and U1is lease shall remain m full force and 
effect for so !oug as such operations continue in good faith and in workmanlike manner without intcrruptiOIIS cotaling more than sixty (60) days. If such drilling or reworking operations result in 
the production of oil or gas, the lease shall remain in fu ll force and effect for so long as oil or gas is produced from !he leased premises in paying quantities or payment of shut-in oil or gas well 
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as a dry hole, the lease 
will not terminate if the Lessee commences addmonal drilling or reworking operations within stxty (60) days after the compleuon of the well as a dry hole, and this lease shall remain in effect so 
long as Lessee conunues drilling or reworking operaMns in good faith and in a workmanlike manner without interruptions totahng more than sixty (60) days. Lessee shall gcve written t10tice to 
the General Land Office within thiny (30) <bys of any cessation ofproducuon 

11 . SHUT-IN ROYAL T l ES: For purposes of this paragraph, "well" means any well that has been asstgncd a well number by the state agency havmg Junsdiction over the producuon of oil 
and gas. If at any time afier u1e expirauon of the primary tcm1 of a lease that, wuil being shut in, was being maintained 111 force and effect, a well capable of producmg 01! or gas in paying 
quantities is located on the leased premises, but oil or gas is not bemg produced for lack of suitable production facilities or lack of a sunable market. then Lessee may pay as a shut-m 01! or gas 
royalty an amount equal to S 10.00 per acre, but not less than S 1,200 a year for each well capable ofproduc111g oil or gas m paYJng quanuues To be effective, each initial shut-m otl or gas royalty 
must be paid on or before: ( I) the expiration of the pnmary term, (2) 60 days afler the Lessee ceases to produce oil or gas from the leased prenuses, or (3) 60 days afler Lessee completes a drilling 
or reworking operation in accordance 1vith the lease proVJsiotiS; whichever date is lates~ If tl1e shut-in oil or gas royalty IS pacd, the lease shall be conscdered to be a produc111g lease and the 
paYJllCnt shall extend the tenn of the lease for a period of one year from tl1e end of the primary term. or from the first day of the month follow111g the montl1 111 wh1ch production ceased, and, after 
that. if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 010re successive periods of one (I) year by paying the same a010unt each 
year on or before the expiration of each shut-in year. 

12. COM I'ENSATORY ROYAL T IES: If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a 
well located within one u1ousand { 1,000) feet of the leased prenuses and completed in the same producing reservoir, or u1 any case in which drainage is occurnng, the nght 10 continue to maintain 
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of Ule year for which the royalty has been paid. The Lessee may maintain the 
lease for four more successive years by Lessee paying compet1Satory royalty at the royalty rate provided in the lease of the market value of production frorn the well causing tl1e dramage or which 
is completed in the same producing reservoir and wiu1in one thousand (1,000) feet of u•e leased premises. The compt11Satory royalty is to be paid n10nthly to the Comntissioner beginning on or 
before the last day of the month following u1e 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 tllOtiSand (1,000) feet of the leased premises; if the compec1Satory royalty paid in any 12-month period is in an an10unt less than the annual shut-in oil or gas royalty, Lessee shall pay an 
an10unt equal to tl1e difference within thiny (30) days from the end of the 12-niOnth period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the 
obligation to d.rill offset wells as provided in N.R.C. Section 52.034; however, at the detem1ination of the Conuruss1oner. and with the Comnussioner's written approval, the payment of 
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty paYJncnts which are not timely paid will accrue penalty and interest in accordance wnh Paragraph 5 
of tltis lease. 
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13. EXTE SIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted 
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary temt, file in the General Land Office written application to the Conunissioner 
of the General Land Office for a lhiny (30) day extension of this lease. accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease covers six hundred fony (640) acres or less 
and Six Thousand Dollars ($6.000.00) if this lease covers more than six hundred fony (640) acres and the Coounissioner shall, in writing, extend this lease for a thiny (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 funher, that Lessee may, so long as such drilling operations arc being 
conducted make like application and payment during any thiny (30) day extended period for an additional extension of thiny (30) days and, upon receipt of such application and paymen~ the 
Conunissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thiny (30) day period and so long thereafter as oil or gas is produced in paying 
quantities; provided, however, that this lease shall not be extended for more than a total of three hw1dred ninety (390) days from and after the expiration of the primary term unless production in 
paying quantities has been obtained. 

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided, however, 
Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water ftood operations without the prior written consent of Lessor. Subject to its obligation to pay 
surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transponing and marketing the 
production there from, such use to be conducted w1der 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. 

IS. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal 
wctlands, natural waterways, rivers and impow1ded 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 all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private propenics. 

(A) UPLANDS: Lessee shall build and maintain fences around its slush, swnp, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish !hereon. 

{B) SU81\IERGED LA OS: No discharge of solid waste or garbage shall be allowed mto State waters from any drilling or suppon vessels, production platfonn, crew or supply boat, 
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipmcn~ 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 strictly prohibited and may subject a State of Texas lease to forfeiture." Such statement shall be in lettering of at least I" in size. 

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

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

16. IDE TIF'I CATION MARKERS: Lessee shall erec~ at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall 
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank 
battery, whetl1cr by individual ftow line connections direct to the tank or tanks or by use of a multiple header systen\ each line between each well and such tank or header shall be legibly identified 
at all times, either by a finnly attached tag or plate or an identification properly painted on such line at a distance not to exceed tl1ree (3) feet from such tank or header connection. Said signs, tags, 
plates or other identification markers shall be maintained in a legible condition throughout the tenn of this lease. 

17. ASSIGNI\IENTS: The lease may be transferred at any time; provided, however, that the hab1lity of the transferer to properly discharge its obligation under t11e lease, including properly 
plugging abandoned wells, removing platforms or pipelines. or remediation of contamination at drill si tes shall pass to the transferee upon the prior written consent of the Commissioner of the 
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the 
file number and must be recorded m the county where the area is located, and the recorded transfer or a copy cenified to by the County Clerk of the county where the transfer is recorded must be 
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescnbed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or cenified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations. liabilities, and 
penalties owed to the State by the original lessee or any prior transferee of the lease, includmg any liabilities to the state for w1paid royalties. 

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any rime by recording the relinquishment in the county where this area is siruated and filing 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 effect 
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore 
accrued in favor of the State. 

19. Ll E : In accordance wnh N.R.C. Section 52.136, t11e State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty 
and other sums of money that may become due under tl1is lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other 
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds wh.ich may accrue to Lessee fro m the sale 
of such leased minerals, whether such proceeds arc held by Lessee or by a third pany. and all fixtures on and improvements to the leased premises used in connection with the production or 
processing of such leased minerals in order 10 secure the payment of all royalties or other amow1ts due or to become due under this lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed wit11 or without coun proceedings 
in the manner provided in the Title I, Chapter 9 of t11e Texas Business and Commerce Code. Lessee agrees that the Conmtissioner may require Lessee to execute and record such instruments as 
may be reasonably necessary to acknowledge, attach or perfect litis lien. Lesseo hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the 
above-described propeny or from Lessee's acquisition of this lease. Should the Commissioner at any time detcmune that this representation is not true, then the Commissioner may declare litis 
lease forfeited as provided herein. 

20. FORFEITURE: If Lessee shall fa1l or refuse to make tl1e payment of any sum wttlnn thiny (30) days after n becomes due, or if Lessee or an autl1orized agent should knowingly make any 
false return or false rcpon concemmg producuon or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faitl1 as required by law and the rules and regulations adopted by 
tl1e Conunissioner of the General Land Office, or if Lessee should fail to file repons in the manner required by law or fail to comply with rules and regulations promulgated by the General Land 
Office, the School Land Board, or the Railroad Commission. or refuse the proper authority access to the records penaining to operations, or if Lessee or an authorized agent should kno,vingly fail 
or refuse to give correct informauon to the proper authority. or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the 
material provisions of this lease. or if this lease is assigned and the assignment is not filed m the General Land Office as required by law, the rights acquired under 

this lease shall be subject to forfeiture by the Comnussioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again 
be subject to lease to the highest bidder, under the same regulations contrOlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder Forfcitures may be set aside and litis lease and all rights therew1der reinstated before the rights of another 
intervene upon satisfactory evidence to the Conmussioner of tl1e General Land Office of future compliance with the provisions of the law and of this lease and tl1e rules and regulations tl1atmay be 
adopted relative hereto. 

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

22. APPLICA BLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the 
General Land Office governing drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of 
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without 
litrtiting the generality of the foregoing. Lessee hereby agrees, by the acceptance of this lease. to be bound by and subject to all starutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit heanngs procedures. Said provisions arc currently found at 31 Texas Adntinistrative Code, Chapter 4, and Texas Natural Resources Code Secuons 52. 135 
and 52.137 through 52.140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by tl1e United States for the purpose of navigation or other purpose 
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incident to the oper.llion of a port, then Lessee shall not be enutled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but Lessee shall 
be entitled 10 develop such land fo r oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special pennission from the 
Conunissioner of the Genenl 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 
bonom edge of any chatmel, s lip, or ruming basin which has been authorized by the United States as a federal proJect for future construcuon, whichever is nearer. 

23. REI\IOVAL OF EQUIPMENT: Upon the aennination of this lease for any cause, Lessee shall no~ in any event, be pennined 10 remove the casing or any pan of the equipment from any 
producing, dry, or abandoned well or wells without the wriuen consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the wrinen 
consent of said Conunissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or propeny owned by Lessee 
and used by Lessee in the development and production of oil or gas tltercfrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all 
broken or discarded lumber, machinery, or debris shall have been removed from the premises 10 the satisfaction of the said Commissioner or his authorized representative. 

24. FORCE MAJ EUR E: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations tltercon, or from producing oil 
and/or gas therefron\ afier effon made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental authority, then while so prevented, 
Lessee's obligation 10 comply with such covenant shall be suspended upon proper and satisfactory proof presented 10 the Commissioner of the General Land Office in suppon of Lessee's 
contention and Lessee shall not be liable for damages for failure 10 comply therewitlt (except in the event of lease operations suspended as provided in l.he rules and regulations adopted by the 
School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the leased 
premises; provided, however, that nol.hing lterein shall be construed 10 suspend the payment of rentals during the primary or extended ICfll\ nor 10 abridge Lessee's right to a suspension under any 
applicable slatute of this Slate. 

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

26. REDUCTION OF PAYMENTS: If, during the primary tefll\ a ponion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the 
School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time afler the expiration of the primary tenn or the extended tefll\ this lease covers a lesser 
number of acres than the total amount descnl>ed herein, payments that arc made on a per acre basis hereunder shall be reduced according 10 the number of acres pooled, released, surrendered, or 
otherwise severed, so that payments determined on a per acre basis under the temlS of this lease during the primary tenn shall be calculated based upon the number of acres outside the boundaries 
of a pooled unit, or, if afier l.he expiration of tlte primary tefll\ the number of acres actually retained and covered by this lease. 

27. SUCCESSOHS AND ASSIGNS: Tite covenants, conditions and agreements contained herein shall extend to and be binding upon tlte hem, executors, administrators, successors or 
assigns of Lessee herein. 

28. ANTIQUITI ES CODE: In tlte evem that any feature of archeological or historical interest on Pemunent School Fund Land is encountered during tlte activities authorized by this lease, 
Lessee will immediately cease activities and will immediately notify the General Land Omce (A lTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701) 
and tlte Texas ll istorical Commission (P.O. Dox 12276, Austin, TX 7871 I) so tltat adequate measures nuy be undenaken 10 protect or recover such discoveries or findi ngs, as appropriate. Lessee 
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat. Code 
Ann. (Vemon 1993 & Supp. 1998). On Sta te-owned land not dedicated 10 the Permanent School Fund, lessee shall notify the Texas Historical Commission before breaking ground at a project 
location. An archaeological survey might be required by l.he commission before construction of the project can commence. Furtlter, in the event that any site, object, location, ani fact or other 
feature of archaeological, scientific, educational, cultural or historic interest is encountered during the activtties authorize by this lease, lessee will immediately notify lessor and the Texas 
Historical Commission so that adequate measures nuy be undenaken to protect or recover such discoveries or fmdings, ns appropriate 

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

30. LEASE PI LING: Pursuant to Chapter 9 of the Tex. Bus. & Con~ Code, this lease must be filed of record in the office of the County Clerk in any county 111 which all or any pan of the 
leased premises is located, and cenified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany tlte cenitied copies sent to the General Land Office 
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lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of Texas. 

LESSEE 

DV: ______________ _ 

TITLE: ______________ _ 

DATE:. _____________ __ 

.... .... 
c:u 

·tQNv W~I EREOF, wimess the signatUie of the Commissioner of the General Land Office of the State orTexas under the seal of the General Land Office. 

-ot.I.i 
~ >-
i.i: t: 

~ 
u --. .... 
c:u 

0 
>-
~ 

COMM ISSIONER OF T HE GENERAL LAND OFFICE 
OF T HE STATE OF T EXAS 

AI'PROVED 

Contents 
Legal 
DC 
Exec 

STATE OF ______________ ___ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _____ _____ _ 

BEFORE ME, the undersigned authority, on this day personally appeared, _______________ _ _______ _ 

known to me to be the person whose name is subscnbed to the foregoing instrument, as of 

___ and acknowledged to me that he executed the same 

for the purposes and constderation therem expressed, in the capacity stated, and as the act and deed ofsatd corporauon. 

Given under my hand and seal of office this the day of • zo, _ ____ _ 

Notary Public in and for, _____________ _ 

STATE OF ___________ _ (INDIVIDUAL ACKJ'IOWLEDGI\IENT) 

COUNTY OF ________________ _ 

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

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

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

Notary Pubhc ut and for _____________ _ 
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September 5, 2007 

Mr. J. Mark Smith 
Marden Properties, L.P. 
6 Bayou Brandt Drive 
Beaumont, Texas 77706 

Dear Mr. Smith: 

L i~ -

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on July 17, 
2007. I am pleased to inform you that Marden Properties, L.P. was the high bidder on MGL. No. 
24, which has been assigned the lease number M-1 08114. 

State Lease M-108114 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 wri tten 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, lncflnation Report; Electric Logs; Directional Surveys. 

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

Sincere ly, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Stcphen E Austin Building · 1700 orth Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc.tx.u 
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Lcuc r...-. 
Rc.U<4 10/H 
s ..... ,.. ScMol Load 

%lustin, \Eexas 

OILAI'IDCASLI!ASit 
NO. M· IOJII4 

WHEREAS, pwsu&lll ID lho Tu.u Nllunl Resources Code Cbapl<n 32, 33, SI, aod Cbapocr S2, Subcbapl<n A·D aod 11, (uid Code beinJ bCICioallcrrcfcrrcd ID u N.R.C.), aod subjccriD .U 
nrlcJ aod n:aulaliooa ptOIIIIIIplcd by lho Comnissioocr of lho Ococru Laod Oflicc aod/orlho Scbool Laod Board puniWII ll><rciD, ond aU oll><r applicable sra!UIU llld am<odmcora ID ,.Id 
N.R.C., 11>< lbllowiol an:a, 11>-wit 

EAST ONI-TillllD AND WIST ONI-THIRD (113 1t W/3) Or SECTION 6, BLOCK 57, TOWNSIUP OlS, T . 1t P. RV. CO. SURVEY, RIEVES COUNTY, TEXAS, 
CONTAINING APPROlUMATEI.Y 416.47 ACRIS, AS SHOWN ON TKII: OFFICIAL MAP Or RII:II:VII:S COUNTY, TII:XAS NOW ON FILl IN THI T&XAS OENIRAL LAND 
OPPICI, AUSTIN, TII:XAS, 

wu, after beio& duly adwniscd, o&rcd b- leuc oo 11>< ,,. 4ay ol Joly, 1007, &tiO:OO o~lock LG\, by the Colmi.uloaor of the Ge~~tnl Laod Oftlcc of the S..1< orTu.u aod 11>< Scboal 
Laod Bocnl of lho S..1< orTc.ua, lOt the IOic aod ooly .,.,._ of_..., aod driJiiAa b-, aod pcodu<io& oil aod/or pa lhor .. Y be i>uo4 &Od prorlllccd lh>m lbe abow ducrib<d aru; cad 

WH.IIliAS, •llcr .U bida llld n:mirrcJ>ccs wiUdo wen reuivod "'' ., ..Id time bavc bccrr duly ~red by lbe Commiuiooct of lbe Gcocru Laod Olllu aod 11>< Scl>ool Laod Bo&rd •• • 
n: l"iu mcctioa thcn:oriD lho Gcocru Laod Oflicc, .., the 1,- 4ay of Joly, 1007, btftioa&t lho "clrccliw dol&" aod il wu ro-t aod d<oumioed lhol MARDIN PROPUTIZS, L.P. wbocc 
addtcu is 6 BA YOU BRANDT DRIVE, IIEAUMONT, TII:XAS 77706 bad otra.d lhobiabur aod bell bOI b- a lcuc or the.,.. abo..: ducrib<d llld Is, then: fore, arDIIcd to n:ccivc ale.uc 
Lbctcoo: 

NOW, TKUUORf., I, Jury B. PtiUnoG. Commissloocr of lho Ococru Laod Office of 11>< Sral< ofTu.u, btft.ioa&t sometimes referred 10 u "l.dsoc," wbosc arldr<ss is A.,lil>. Tcus, by 
.vn. of IIIo clllborily vul&d la,.. aod la """idcnlioooflbe pcymtt>l by the btftioa&t d<&iplclod Luxc, the ..... or-rwo Hoodrcd Twcacy·l'owTioo••od ltiJIIIIIUI4rtd Flft7· FIYC Aod 
09/100 Dollarc (nu,ass.09), rcccipt of wiUdo is bcrcby &dalowlcdacd aod of the roysltits, COVCI>&IIII, slip<llaliool &Od coodi<iocrs cooWocd &Od bcn:by •v ccd ., be paid. obsuwd &Od 
pctfonnod by Lc..cc, do bcrcby demise. """' lcuc aod let...., lho abow mwioocd biddu the c.<eluslw ri&b<"' p<QIPCCI b-. prorlllcc llld rake oil aodlc.- pa lh>m the Llbrcuid cm ._the 
followiol ...... &Od coodiOona. ro-wit 

I. RII:SitRVATION: Tllue la bcnbyu.<cpl&d aod rcsuvcd 10 Lucor lbe 11M1 -or oh&.,_,. covcrcdbcrcbyaodcU ....... wiUo rupoc<IO oh& o..r..:c cad -..r..:c clou.of lor .. y ...S 
tU~ uocpl- JRII'cd &ad O>lho W<Ol bmiD VlOI&d 10 l.cu<a, roa<lllcr widr lho ripu of iqrus &ad CIJUI &Od 111C of aid laoda by Lucor &Od its ....... laaca,lor- of 
uplorioa b- aod pcoduciDa lho aWrcla wbicb .,. 001 cowred. or wiOdl ~~ay 001 be covcrcd ID the~. IIDIIcf the tcnm orlllis lcuc, b\11 wiUdo may be loccled wMiriD the llllfccc ...,._,., 
of lho Jelled &rcL AD of the ri&hU io &ad ID lho le.ucd prcnUcs n:ralocd by Lucor aod all of the ripu m aod 10 the le.ucd prcaUu VSD~<d ID Lc..cc here lA sball be c.wciscd iA sudla ,...._ 
tNI ac.i&bc:r ahall w:adWy iDktfuc with chc opcntiou oflbc o«bcr. 

l . TI.RM: Subjtcl &o l.bc ol.bu proviliocu bc.reo( thiJ k.uc ah&U be (Of a wm ofOvc (S) rcan 6-om cbc cffccdvc date bcrcof(bucin c.Ucd .. priu:wy &crm") aud u km& thuuftu u oil or 
IU is prodYCCd in p&yio& qfoloi.Dbtia &om s.atd a.ru.. 

3. DELA V RINTALS: IJ oo wcU la COftUlCD<cd oa 11>< l&od bcn:by le.ucd oo 0< before lho &OIIiwrccry dale of Ibis lcuc, this leuc sholiiUlt'inal< u ID bolll paniu Wllcss lbe Lcucc oa 0< 
belorc ..Id dale sba11 pay Of ·l<Orlct Ill 11>< COIIIIIIislioocr of lbe OCIItRI Laod Office of lho Sralc of y..., at Allllil>. TCJW, ob< .,_ -i&4 m lbe lollowina scbcdolc muldpticd by the 
Ollll'bu or ccru iD lho pR..UC., wiOdl sball opcnl< u a""'"' aod cover oh& privilc .. of rl<furioa the_,_ .. of c weD b- IWdvc (11) ,....., lh>m uid dale. ID like....-. and "1"10 
pcym<ora or tcorkn ohmoo•u cc1010 m the follow!oa ccbcdulc, lho -•h weD nay bo IVII>crrl<l&md b- alike period of the scmc ....-bcror.....,..... 

Mpjygwy Qak Ocln B.cp&al per Am 

flnl J ~.00 
S.coad s 5.00 
TlUrd S2S.OO 
Fourth SlS.OO 

4. PRODUCTION ROYAL TIES: Sllbjccllll lho pro.Uions fO< royalty red~~~:liooa set our iD subp&rtvapb (£) of this p&nJI"pb 4, up<~o produr:liou of orl ...Vor ,u, Ill< Lessee IJPCU to pay 
or cause ID be paid 10 11>< Conwniuloncroflho Otocrtl Lead Olllu ID Austin, Tu.u, f0< 11><.,. aod beocftt oflho Sral< ofTcJW, dwio& lho tum hereof. 

(A) OIL: AJ a royalty oo on. wbicb is rl<fiocd u locludlr>a .U bydrocarboal prod.;.cd 1r> a liquid form 11 the IIIOUlh of 11>< well and alao all coodcJIIII<, dislilla1<, and olb<r liquid 
bydr.._.._ recovered ih>m oU or pa ND tbrorlab a ccpcrcl« "' olbcr cquipm£211. u bacloaftcr provided. U4 pan of the VOH produclioa or the m~~ut value then:o~ ar lbc oplioo of the 
LcMc.-,sucb vab 10 be clclcrmbd by I) lho biJhcal pOlled priu, phla Pft....._ ifuy, otra.d c.-p&id b-oil, coarlcualc, distillalc, or olhor liquid b)'<lrocarboas, .._ti,..ly, of a like type &Od 
anvily m lho acocru.,.. wboR Jlfod.....s aod wbco- ocl) .... bipaat aarUipricc lbcnofotra.d arp&id io .... _,...,.. wbm prorlllccd aod wbco- ... 3) the- proceeds oflho 
uJc tbucol; wbicbcwr 11 lho ....-. LcsKc ~ lbat before Ill)' pa prorlllccd lh>mlho lurl bcnby k&fcd Is cold. uacd c.- proccaad io c plaol. it wiD be ND he of_. ID Lucor tbrorlab u 
odcq.,.,. oil &ad pa acpaniOr of -VCIIIiooal rypc "'ocllor cqrrlpalool atltut .u ct&iatlto lbc ad dial allliqtrirl ~ n:covcnblc lh>m lho pa by sudl ,..,.. will be recovcrtd. Upoo 
wriacrl COOICIII of LcMc.-, lho nq......,.,. lhol sudl pa be ND lbn>uP sucb a ccpara1ar ar Oilier cqrrjpaloolaay be waiwd ._ sudltcnm aod coodi<iocrs u prucnDcd by Luxc. 

(11) NON-PROCISS&D CAS: AJ a royolty oo 1117 pa (IDcWio& Oan:d pa~ wiOdl Is dcJiocrl u .U b~ &ad..- aubataocu 001 r1<6ocd u oil io subpc.nlanpla (A) above, 
prorlllccd frono u y wcU eo Wrll&od (uocp~ .u proyirlcd btftiD wilb ~Ill pa proccuad ID a plaol b- tllo WR<tioa ofpaolioo.liquid loytlrocalbooo arolhor pcoducu) U4 panoflho VOH 
pcodll<lioo"' lbo-...... -~ a&lho opcioor oflho IMaoc, sudlvalue .. be buod CM> IIIo li&JialaarUI pricc paid .. o&ndlor pa ofcocq>anblo qiiiJily io lho acocru .... wbm 
prorlllccd &Od wbco nro. c.- lho ...,.. priu paid ar o&nd to lho ~. wblcbcwr is.,...... proYidod IMt 11><..........,.,........ bo&o iD......,.;, the pa IIDIIcf rWa 1euc cooa1r0<1 sJo&U 001 at 
coy time u.uad 14.6.1 ......... par cq..,. locb .......... aod oh& .......... bo&o ...........,. slo&U bo aiAiy (60) rl<..- Fcllrcollcil.""""""'" 10 be made liw prccarn cccordio& ro Boylo'l Law, 
&ad for apocl& anvily accord.io& 10 loll made by lho Balaaco Mclhod or by the moat approved mtlhod oflcldq beioa uacd by IIIo iodualry at lho time ofleltia&-
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(C) PROCF.SS£0 CAS: As a royalry on any 111 proc_used in a auohnc plant or other plant (or tht recove-ry of auoline or other liquid hydroearbons, JH. par1 oflhe rutdue cu and the 
hqu1d hydroc.ltbons utnctcd or the m.ukct \'31~ Ow:ttaf, at the option oflhc Lessor. All royalties due hcrcLn shall~ ba.wd on one hw.drcd percent (1~/.)oftbc total plut producbon ofrukluc 
ps lllribuO.blc to ps produced from lhis lea.sc, Ond 011 fifty pcr«nt (lO'/,) or lhll pcrt<Ot accruin& to l<u<e, wbicheYCr U lhe lftal<r, or chc total pilot producrion or liquid bydrourbons, 
attn"butlblc to the JU Pf'Oduccd from this lease; provided that if hquid hydrocarbons an m:ovcred &om au processed 1n a pl1nc 1n -.h.ch Lc.sscc (or its parent. sulnidi:u y or affiliate:) owns an 
mtcrut. lhc:n the pcrc:cnugc apphcabk: lO liquid hydrocarbons sl\111 be rit\y pcrctnt (50"/,) or the hi&hc.st pcrc:cnt ltCNlniiO a third party proceSJin& su thtouah such plant under a procwma 
agccment nccoriatcd at atTM'Iens;th (or if there b no such third party, the hi&hest percent then being specified i.a procusina acrccmcntJ or conb'ICIS in lhc industry), whichever 11 the crcatc:t. ne 
rcspeclivc tOYJities on residue gu ~nd on liquid hydsocarbons shall bt determined by 1) the hlahc:st nurket pric:e paid or offered for any aas (or liqwd hydroc:al'bons) oft0"1)anble q\Uhty ia the 
acncralarta or 2) the rross price p~td or ofTertd for such mKtuc &U (or the wei&hted avcnae pos..s sellins priec for the rupcerivc andcs ofliquid hydrocarbons). whkhcvn iJ the pater In no 
e\·ent. howtvcr, shltl the royatriu pa)'<'ble under this panp1ph be less than the fOYJiriu wtuch would havt b«-n due had the au not been processed. 

{0 ) OT HER JlHODUCTS: As a royalty on carbon hlack. sulphur or any olher products produced or manufactured f'rorn &IJ (exceprina liquid hydrocarbons) whc:lhc.r s11d ps be 
"casinahcad," "dry"' or any other an. by tncnonarm1. humin& nr any orhtr proceuina. lli pan of gross produc.rion of sueh prOducts. or the markc1 Yllue thereof, at the optlOO of l.cssor, such 
market v1lut to be determined as follows 

(I) On !he basr.s of the: highc:.st rNrket pric.c. ofue.h product. dunnalhe same month m whK:h such product lJ produced. 01 

(2) On the basis of the avenge grou sale price of each product for the: same month in whkh such products art prod~ed: whichcvtr Is the greater. 

(£) VA RlARLE ROYAL TV: (i) SubJect 10 the other ptevis..,ns of thlS kasc,il is hc.reby ptevidcd that U1 the cvc:nt produc.Uoft in PIY1DI qwmtities is cs:tabhshcd punuaniiO the krtn1 of 
tlus lease ond suc:h prod11trion is brousht on line and nks lhcrtarm corrrncnced wilhcn cipccen (IS) n>lnlhs or lhc dTctllvc dale her«~f.lhc royolcy nce provided hen:in shall be n:duc:ed to 
lo-'1 •• 1nd shall 1pply to each subseque.nl wc.ll d.nlk-d and produced on the land covered by this lease.. Provided dut. 1f durina such c.isbtccn (11) month tcnn durinc wh;eh Lessee may um a 
reduced royalty r.ue ofl~!. u hcrtin provided. l..cssc.e shouJd dnll in cood f11th and COrfltktc. the firlt wel11s a dry hole on the land covcml by this k.uc, Lusee may receive 1 lhrtc (3) month 
UIC.MtOn of thc lerm in which 10 cam I rcdoccd royalty nte by J1VU1& notice la the Commissioner or lhc. Ocncral L.a.nd omu. convntnt1n& drilhn& opcntions on an additional .. en priof CO chc 
UpiBOOft o r Suth clnc (3) n>lnlh period and proscc:UM& dlh&cntly and in &ood railh lhe dnllio& or suclloddlbOnal•cll ond <Oft1>lccinJilm< 00 lhll producrion 01 plYIOI quanDtiCS IS c>tabiiShc:d 
1nd so that suc.h producoon is btoUJ.bt on line 1nd nks lhc.reof lrt commenced prior to Chc: upintion of sue.h three (3) month utenstOn period.. 

(ii) In the event producnon in payin1 qUinhtics is utabhshcd pursuant to the terms of this leue and suth prod'UICtaon at: brou&ht on hne and AkJ tbtrc:of are COfmlenc:c.d 1fttr the u:prntaon 
or CIJhl<cn ( I I) mooths i!om chc dT«tiYC dal< ben:or but pnor 10 chc apini>Oa or twCOC)'-row (24) mot>lhs i!om lhc dTec:DV< dote ber.o( the roy>lty nte provided hentn oblll be reduced to 
22 l% and oblU apply ID <>cl> subseq11<111 wen dnllcd and pn>duccd 011chc land awercd by this lasc:. ProVIded lhl~ ir d..n., such sb (6) month cerm dllrin& whiCh L<uce may um a rcduted 
ro~lry rate of 22 S% u herein provided, l..c.ss« should drill 1n cood faith and complete. the firsl wcU u 1 dry ho'c on the land eovt:rcd by this kase. t...cssc:e may r«e~ a lhrtc (l) month 
e'tens~n of the 1enn rn whteh to cam • reduced roytlty r1te by CJVinJ notice 10 the Commiukma of the Oc.ncnrll..and Offic.c. commcncrnc drilhn1 opcntiom: on an additional well prior 10 the 
upttahOn of suc.h three. (3) month period and pros«uttn& dalisently and in &ood faith tbc dnllirr1 of such addabOtLII well and ton'1'1eMI same so that production m pay;n, q""nllhCJ as establiShed 
1nd so that such producoon ts brouJhl on line and salts tkrc.of ltC- conmcnced pnor to lhe c:xpnrion of such cht«. (l) month vr.tc.nsM>n pc.rioci 

(f'} NO DEDUCTIONS: Lt.s.sc.e ap-ecs: that all tOYJhau Ktrurn& to Lc:uor under this kuc shall be "Mlhout dcducrion for the. cost of pmducans. rnnspornna. and Olhcrw1se makm1 the. od, 
JIS and Other prodUCts produced hereunder rc.1dy (or sale Of use 

(C) ROYAl. TV IN KIND: Norwithst&ndltl& anythrn1 conllrncd hcrctnto the con.tnry. l..cuor may, 1t tlS opbon. ... not leJs than 60 days nobc.e CO Wsu. rc:quin: at any hmc or &om 
nrne to nmc that payment o r all 01 any royalties acauura to l.c.Jsor under !Jus kuc be made: in kJnd without ckducbOft for the cost of producin&. pthcnn&o atorin&. scpannn&. creaM&. 
dchydrahnl. tofll)fUsmc. proc:cssms. tnnsportmaand othc.rwuc nkinJ the orl, p.s and other pnlducts produced hereunder ready for sale or use. Lessor's ri'htto take its royalty in kJnd shall not 
diminish or nccate l..cssor's ri&hlJ or Ltsscc's obli&ations, whether uprus or ~Hc.d. under this k.I.K. 

(If) PLAI<T FUEL AND RECYCL ED CAS: No royolcy sholl be payobk on any ps u may "'l',.,.nt !his leuc'o pn>p0<110<1lte slw< or any l\lel used to process pa produced hereunder 
1n any procc.ssing pl~nt. NoiW'lthsU.ndtn& anythina c:ontainc.d hcre1n \0 the eonO"Iry, and subject eo the eonscnt in writin1 of \be. Commis.sioncr of the Ocncnr1 Land OO"'~ee, Lessee may reeydc. p.s 
for gu lift purposc.s on the leucd prerri.scs after the liquid hydroearbons eonurned in the pJ hive been removed. 1nd no royaloes sh.Jll be: payable on the g~s so rteye1ed unril sueh rime u the: 
same rNY therunc.r be produced and sold or U!td by Lc.sscc in such mannc.r as to c.nritJc Lc.s.sor to a royalty !hereon undc.r the. royalty provuions oftlus lease. 

(I) MINIMUM ROYAL TV: Ourin& any ~11af\er the uprnrhon of the primary cc.rmofthis k•.se. if this k.a.se is maintained by production. the. royalnu paid to Lessor r.n no t''Cnt shall be. 
less than an amount eq\UI eo SS.OO ptr acre; otherwise. thtrt shall be: due 1nd p•~ble on or be: fore the la.st day of the month succetdina the aMivcrSiry date of this lease 1 sum tqualto SS 00 pu 
acre less lhc. amount of royalties p;ud during the preceding ynr. 

{J) f'1ARGINAL PRODUCTION ROYAl ... TV: Upon les.stc'a wntkn 1pphc:ah0n, the School lAnd Board rray reduc.c the royalty Ble sc.t out in th1s pancnph andlor the manrmum 
royalty set ouc 1n subpanlf1ph 4 (I) to utend the econonuc hfe. cf tJus kue and fntOutale recovery o ( oal or ps that miaht othc.nvrtc. rcmarn u.nrc.co\"ered.. Any such royalty reduc.hon must 
ennform to the rcquuemcnu of •ny Sc.hool lAnd Board adminrsh"'trvt: rules on thrs subject Royalty may not be reduced be tow the applkable statutory minimwn. 

5. ROYAl .. TV PA VMENTS A~O REPORTS All tOYJitrc.s not uken In tund shall be pard 10th<: Convnrsnoncr of lhe Oener~l Llnd Olftee at Austin. Texas. tn the folloW1nJ nnncr 
Payment of royalty on pmducnon of or I and ps shlll be. as provwlcd m the. rulc.s sc.t forth in the Tc.us Repst« Rules cllfTmlly provwk that ro~lry on od is due 1nd rmut be: r«c1vcd an the 

General Llnd Ofrtc:e on or before the Slh day of the second ,.,.,nth sucectdrn& the month ofproduc.tJOn. •nd ro)'1hy on ps 11 dut and must be r«t•vcd in the Genc.nl Llnd Office on or bdon: the 
ISth day of the second m:mth succeedr.n& the: rronth ofproduc.110n. accon'1)anrc.d by the affidavit of the owner, mana&cr or other 1uthorized agent. COOl)lctcd tn !he: form 1nd ITUIMCr pruc:.n'bed by 
the Ocnc.ral Land Offtce and showang the. crou amount and drspos1tion of all orl and gas produc;cd and the market value. of the otl•nd Jl.t:, tosethcr with a ropy of all documents. records or rC'pOfU 
confimunathc: &tOSS produchon. d•sposihOn and nurket value: uKiudrn& cu meter re•diaas. prpehnc rec.ctpu. p..s ltnc rc.ecrptt and olhcf cheeks or memoranda of amount produced and put1n1o 
p1pchnu, Links.. Of pools and ps hnc.s or ps siOn&C. and any Olhtf rc-pons or m:ords owhKh the Gcncnl Und Offic.c may rcquttt 10 wnfy the: poss productiOn, duposahon •nd n1ket vtluc In 
all euu the authonty or 1 nnaaer or aacnt tO Kt fOJ the l..cssce hcrtlft mus1 be tiled an lhc. General Land Off)C.C Eac.h royalry payment shall be xc:otl1lan~ed by a t.hcd: stub, sc.hc.dulc. swrwnary 
or other rcmlfllncc adVKe ahowrnJ by the aurpcd General Land Ofrtce kue number the amount of royalty bc:inc puS on each kuc. lfLusu pays hu royalty on or before thttty (JO) days after 
the royalty pa)"'T''tnl wu due. then l..cuec owes 1 pcnatryofS% on the ro)'Jiryor S2S.OO, whichever is crc.atcr A royalty payment '*hkh is ovc:r thirty (30) days bte shall aCCNC a penalty of 10% 
or the. royalty due Of SlS.OO whtdrc.vtr is grutc.r In addrbOn 10 a pc.nalty, royalties shall accrue rntcru111 1 r1te of 12% per yc.a.r, such uucrc.st wall bc:Jr.n ac:crwrrs wbc:n the ro)'11ty tJ su.ry (60) 
cbys o"crduc. Affid.avtts and suppomna doc:umcnts wtuc:b art not filed '*hen due sball tne:ur a pmalty m aa amount J.CI by dx: Gcnc.nl Land Of'&t: adnin1SD'1.n\'t: Nk: wtnc.b IS efT~ctrvt on the 
dale when lhc offlcloYIIJ or s._rtin& documcno. we,. due. The L<uce sholl beor oil rupoNibOicy for poyina or causin& coyolties to be paid u prucn'bcd by lhc due date provided hertln. 
Payment of the: delinquc:nc:y pc.nalty shall in no Wl)' open te to prohibit the. Sllte~s right of forfeiture as provided by law nor act to postpOne: lbc date on whic:h royaltits were oriain.ally dUt The 
a hove penalty prov\J)ons shall noc •pply m caJC.J ofbde diJpu4e u lO the Sutc's portion of the royalry or'to that pomon of the royalty 1n d15PUtc as \0 fatr market value: 

6. (A) RESERVES. CONTRACTS AND 0Til£R RECORDS: l.t.ss« Jholl oMually rumiSh lhc Corrmw1011<r or the Gencnl und Otllu W>lh ns best possible CSDrNt< or ooland ps 
rcsc.rvcs undc:rlyinJ ttus ka.se or alloelble to thiJ lease and Jhall funush 11td CommissiOner W'ltb coptU of aU contracts unda wNch ps ll 101d or proc.csscd aftd all subKqucnl agreements and 
amc.ndrnc:nlJ 10 such con1nc:u WJthin lhiny (30) days 1ftcr entcnn& into or makanJ such contracts. agreements or amendments. Such eontneu 1nd acucmcnts when rtecivcd by the General Land 
Ome.e shall be: held in conrtdc.ncc by the: General Und Omcc: unkss otherwise authorized by J...c.uec. All other contracts and records pc:n.inin& to the producrion. trans:porution. salt 1ttd 
rnukc.hnl or the: oil and ps pfOducN on said prcmdn., mc.lucbna the books and ICCOW!lJ. receipts and disctw&cs of all wells, tanks, pools. me:ttrs, and pipelines shaD at an tunu be .svbJcet 10 
rnspccnon and uamnanon by the Commisstaner of the Gc.ncnl Und Otrtcc. the Anomcy Gcncnt. the Govtmor. or lhc nprucntaD't"t: of any of them. 

(B) DRILLI NG RECORDS: Wnnen noriee of all opennons on this leose shall be submi11td to lhc Comnussioner or the Gcnenl und Office by L<ucc or opentor fiYC (l) days berorc spud 
cbtc, workover, rc-tntry, tc~"T.,onry Jbandonment or plug 1nd ab~ndonmcnt of any well or wells. Such wrinm nodec to the Gencnl land Offtcc. shall include c:opic.s of Ra1lroad Commwm 
form~ for apphcation 10 dnll Copacs of wetl tCJts. eoft'1'k.h0n reporu and plu&&in& rqJON WU be: supplied \0 the Gcnenl land Offtcc at the nmc thcy are fUed Wlth the Tu.a.s Raalroad 
Comnuuron l..cs.stc. shall supply the Genen1 Llnd Ofr~ee Wlth any records, mcmonnda, accounts. reportS, cuttinp and coru, or othc:r 1nfonnation rclabvc CO the opcnnon oflhe above·dc.scn'bc:d 
prcnuscs, which may be requestc:d by the: Gc.nenl Llnd Of1kc. in addioon to those hcrcrn uprnsly provldcd for. Lcs.see shall have an elccbic-al and/or ndioacrivrry Jurvty made on the: borc·holc 
seerion. tfom the base. of the surface caJing to the total dc.pth of well, of all wc:lb drilled on the above deJCnbcd prtmbeJ and shall tnn.smh a true. copy of the log ofeaeh survey on each well to the. 
Gcncnl Llnd 0 Cf'rc.c within fifteen (IS) cbys after the nkin1 ohatd .survey 

2 

• 
• • • 

• ... 
• • • • • • • • • • • 

• • • • • • • • • 

••• • • • • • • 
• 

••• • • • •• • 

••• • • • • • • 

True and Correct 
copy of 

Original filed In 
Reeves County 
Clerks Office 



VOL. 7 7 4 PnGE 

(C) PENALTIES: Lessee shall iDc:w a penalty whcocvcr rcpons. docwrcotJ or otbc:r rNI.Cnals IR not fUc:d i.n the: Ocncnl Laod Office when due. The pcrulry for l1tt: fiJin& shall be Kt by 
the Oencnll..and Office administntivc rule whkb is effective on the date when the matcrbls were due lo the: Ococr11 L.a.nd Office. 

7. RETA.INED ACREAC£: NorwithsllndinJ any provision of this lu.se eo the cootrlry, after a well producin& orctpablc of producing 011 or gas has bc.en CO"l)lcu:d oo the leucd prcni.scs, 
Lessee: shiU cAcrclsc the dUi&cncc of a reasonably prudent opc1'1\0r in drilling such additional wcU or wclb u may be: reasonably occcssary for the proper development of the lc:Utd prcmisu a.od 
in rNrl<elin& lhc produclioo lhcr<On. 

(A) VERTICAL· In the event this Inn: 11 ln force and effect rwo (2) yc:anaft£r the c.xpll'lliOn date: of the primary or utcndcd Lcnn 11 shall then tcrma.n.atc as to aU oflhc leased pn:rnucs, 
EXCEPT (I) 40 aaes sWTowwlin& u ch 011 wcU capable of producins in payios q~W~titiu and JlO acres sWToundios c1th cu well ctpablc of prod~ina in paying quantities (lncludma a sbuHn 
oil or au well1s prov;ded ln Paragnph l I hereol'), or 1 well upon which Lcuce is then eaaased IJI contin~L.I.t drill in& or reworkina operations, or (2) lbc. number ofacus included in 1 produtlDJ 
pooled W1h pW'Suant '0 Nawnl RC$0Wtes Code Sections 51. 151-51.153, or(l) auch p-catcr or lc.s.ser nwrbc:r of acres u may thto be: a.Uonted for production purposes to a pn:Jratioo unit fDf each 
such producina well under the Nles and rcauJarions or We Railroad Convni.sskm of Tuas, or any successor aaency, or other aovenurcnta l tuthority havina jwisdicdoD. Wilhin 90 ellya of a 
partial temUnation ofl.hls lease in aec:ordaoce with Lh1s subparappb and upoo payment of the minimum fitio& fee set by Cieocral Laod Ofrtc:e Nlcs lD effect at the time of the pwal tcrmnacion., 
Lessee sh.all have the ri&btto obtain a surface lc:uc (Of inJRSS and e&ress on and across d:lc tc.nninated portion of the: leased prtmises as may be ruson~bly necessary for the continued oper.auoo of 
the portioru of the: lu.!iC renuinin& in force and dTecL If Lessee fa1ls to apply for a surface lcuc within the 90 elly pe-riod specified above, Lessee may apply for a surface lease 6om the Laod 
Office, butlhe Land Commisstoncr bu the discretion 10 piDI or dcoy sucb application and &o set the fee for such surface lease 

(U) IIORtZONTAl..: In the event lhis lease is in fo~c alld effect two (2) ytan after the eAJ)intion date oftbc primuy or u.tcodcd tcnn 1t sball tunhcr terminate a.s to all depths below 100 
fcct b<low lht 10111 depth dnllcd (bcrcioalkr "deeper dcpthsj in ueb weU loea!<d OD aueage rcuiool lo P&nl!l"pb 7 (A) above, unlm on or b<fon: two (2) ycars alkr lhc pnmary or u1<ndcd 
tcnn Lessee pays an aroount cquaiiO onc·h.tlf(lf2) oflbe bonus oriJinally paid u consideration for th.U lease (u spedlicd on page 1 bcn:ol') If such aroount is paid, Lhis lease sb.aU be: i.n !Oru 
and elfectu 10 such deeper depths, and said tcrmlnation shall be delayed for aa addirioaal pe-riod of rwo (2) ycan and so loo& cherut\cr u oil or ps lS produced in payioc quantities from such 
deeper depths coYCrcd by this lcut. 

(C) IO£NTIPICATION AND FILING: The surface acmac rcllincd hcrcW'WSer u 10 each well shan. as nearly u p~tic:al, be Ul the fonn of a square wnh the wcU locatc.d in the centcr 
thereof, or such other shape as may be approved by the Sc.bool Land Board. Within thltty (30) days after parual tcnnination of this leuc as provided herein. Lessee s~ll u.cc:utc and record a 
rclcuc or rclnsc.s contalnin& t sa Us factory legal deatripdon of the acrcaac and'or depths not rttaincd hereunder. Tbe recorded rtlcuc, or a certified copy of same:, sb.aU be filed U\ lhc Cicncnl 
Land omcc, ICCOrtl>lllied by lhc filin& fee: prc.scn"bed by the Otncral Land omc:c Nlcs in dTec:t OD the elite the reltue is filed. If Lessee fallS or refuses 10 CACCUIC tnd r«:ord such relca.sc or 
reluses within ninety (90) days af\cr be: in& rcq~.~t.sted 10 do so by the Ocncral Land Office, then the: Convrussioocr 11 his $Oic discretion may desi&tutc by wnttco i.nsawncot tbc acruac and/or 
depths lObe released hereunder a_nd rtcord such Wuumcnt at Luscc's expense in the couo1y or ~;OWlOCJ wbc.rc We kuc u Ua1ed and in the omcill rcconS.s oflhc Ocncnl La.od OifiCC and such 
dcs1gnation shall be btndina upon l..uscc for all purposu If at any time: after Lhc cfTccUY"c date of the partial tennin.ation provisions hereof, the applicable fic:ld rules arc tbanged or the well or 
wells Iota led lhtrcun art recla.ulfied so lhat less acru&e is lhcruftc.r allocated to n.id well or wells for production purposes. tb.is tease shall tbcrc'4M)Q tc:mUa.atc: as 10 aU at ruse: not Lhcrcaf\tr 
:aUocatcd 10 said well or v.clls for production pwpous. 

8. OFFSET WELLS: If oil and/or ps ahou.ld be produtcd in commcrciatquantities &om a v.cU ~atcd on l&nd priv:atc:lyowncd or octo State taod tcued at aluser royalty, wh.ic:h wellu w1th1D 
one lhou.sand ( 1,000) feet of the an:alfttludcd herein, or wblch well u dniniaalbc area covered by lhis lease, the Lessee: shall, W~thia sU.ty (60) daya after such tnitial production from l.bt clrainin& 
well or the well k>c:atcd within one thousand (1,000) feet from the area covered by this leue beJio la &ood fail.b and prosc~;ute dillacotly the drillin& of an oCfsct wc:U OD the area covered by thu 
lease, and such o!Tsct weU shall be drilled 10 such dcplh u rNY be necessary eo prevent the uoduc dnUll&e of the area covered by tbia kuc., and tbt: l..eJs.cc, tN.na&er or driller shall use aU means 
necessary in a &ood fiith cffon to nukc such oiTsct well produce 01landlor &a.s in coJTUTICrc:ial quantities. Only upon the detcmlination of \be CorMtissionerand with his wnttcn approval. may the 
payment of 1 co~nsacory royalty satisfy \he: obli&alion to drill an offset well or weUs rtquired under this P.anpph. 

9. ORY IIOLEICESSATION OF PROOUCTION DURING PRIMARY TERM: If, dwin& lht primary term bcrcofaod prior ID discovery and prod.,.O.n ofool or ps on uid l>nd, l.c.ucc 
sho~d drill a dry hole or holc.s lhcreon. or if dWVI& the prirNry tcnn hereof :and after the discovery and acru.tl production of oil or cu Crom the kucd prcnuscs such production thereof should 
cease from any cau.t.e, this k:ase shall not terminal.c if on or be fort the: upinlion of SI.Xt)' (60) d.aya Crom date: of con..,lclion of said dry hole or cessation of production l..e.ucc c:onvncnccs 
add1tional drillln& or reworking opera tioN tbcrcon. or pays or tcnde11 the DeAl &Mual delay rental in the woe mlMCr u provided tn this lease. 11: dwin& tbc lan year of the pri.rrary tmn or 
wilhln slAty (60) days prior thcn:IO, a dry hole be CO~f1'1ctc.d and abandoned. or the production of 011 or JU shoWd tusc for any cause, Lcs.scc'a ri&hta shall remain m fUll force and dl"cct W1lhout 
fwthcr openliOIU unllllhe upintion of the prin~ry term. and if Lessee has not resumed produtdon In payina QUinbtiCS at the expiration of the primary tcnn. Lt.ssee may matntain thu kuc by 
conduc:tin1 ttldlllonal d.rillin' or reworkin& opc:ra1tons pursuant eo Paracnph 10, usin& the upintion of the pnma.ry tcnn u the due of c.euauon of producbOn under Panpph 10 Should the: 
(1t1t well or any au.bscquc.nt -well drilled on the: above described land be COf111ktcd as a sbut·in 011 or p.a well wilhio the prinury tcnn hereof, Lessee may rc.swnc: payment of the annual rental in 
the same manner as provided hcreln on or before the rental payina date follow1n& the c.x.plntion of sixty (60) days from the elite of c:oll1)lcll0n of such shW.·U'I oil or gas weU a.nd upon the fJ1Iwc \0 

rn~ke such payment. this lease shall ipso faciO tcnninatc I fat the upindon of the primary tcnn or any nmc thertatk:r a shuHn o1l or &u well u )outc.d on the leased premases ~ymenu mty be 
nvde ut ac:conbncc with the shut•U\ provis1ons hereof 

10. CESSAT ION, ORJLl..lNC. ~0 REWORKING: 1(, at\cr the upinuon of the primary tUfl\ production of 011 or &U from the &cued prenu.scs. after oocc oblluKd, should c:cuc from 
any c:.awc, this lease shall DOt terminate 1f L.cssec convnc:nc:cs additional drillin& or reworkin& operations whhin slAty (60) days after such ousation, and thls lcuc shaU rcmam m full force and 
effect for so tonaas such operations continue in &ood failh aDd lo worbntnlikc JNRDCI without intc:nuptions totalin& roort tha.a si.lty (60) days. If 1ucb dnllln& or rcworkm& opcr:aoons result iD 
the produc:hon of oil or cas. the luse shlll rci'Nin 1n full force and effect for so ton& as 011 or 111 is produced from the leased prtmiles in payina qu.anbties or payment of sbut·io oil or &IIJ v.·cll 
royalties or paymeru of c:on'4>Cnss&Ory royalties is n.-de as prov;ded herein or as prov;dcd by law. If tbe drilllaa or rtworkina opc:radoM rc.suJtlo the co~lctioa of a weU u a dty bole, tbc lca.sc 
will not terminate if the L..usee convnc:nc:e.s additional dnlhna or rc.workina operations within aLX.ty (60) days af\tr the corq>lcuon of the wcllua dry hole, and this leuc shall remain m effect so 
Ion& u Lcuc.c conllnues dnllin& or rcwortina opera dons in &ood faith and in a workmanlike R\iiMer w1lhout intcrruptioM toll Una more than six.ty (60) days. Lessee shall live wnttcn notkc &o 

lhc Gcr1<nl Land Ofl1ce wllhln dllny (30) days of any cessation of production. 

11. SJJ UT· IN ttOYALTIES: For purposes of this panlflph. "well" means any well tb::at has been assi&ned a well nwnbcr by the st.ate a,cncy baviDJ junsdkoon ov« the producoon ofo1l 
and aa.s. If at any time aft.cr the upn.oon of the primary rc:rm of a kuc: that. Wlril bcU1& shut Ul, was bcin& rNiotaincd t.n force and etl"ccl, a well capable of producina oil or au in PIYin& 
quantn1cs iJ located on the lcued premises, bur 011 or '" ls not bctnJ produced for lack of suJtablc production facilities or lack of a auillble nwket, then Lessee may pay as a shut-in od Of ps 
roy1ll)' an anlOWll equal to .S 10.00 per acre, but no1 less than SI ,'200 a year for each well capable ofproducin& oil or ps in payina qu.a.ntities. To be eCfective, nclli.O.Itill sbut-io oil or c.u to)'lhy 
mUJI be paid oa or before: (I) tht c.x.plntion of \he prirN.ry term. (2) 60 days af\tr tbc Lessee c:casc.s to prod~e od or JU Crom UK lcued prciT\I.Its, or (3) 60 days aficr Lc.ssec completes a dnlhn& 
or reworkJn& opcr1.uon m acc:.ordaocc with lbc lcue provisions: whichever elite is latUL If the shut· in oU or aas royalty is paid, the lease shall be coo.ddcred to be a produc:in& lease aod the 
payn~ent shall e;r.tcnd lhc. tenn of the lux for a period of one year &om tbc: end of the: primuy term. or 6-om the fint day of the month followw" &be nlODth m wbxh producbOa ceased. and., atlcr 
th.at, •f no su•t.ablc produca.oa facilities or suitable rNrkct for the 011 Of ps c..Aists, Lessee may utend the lease for fow more successive periods of one ( I) year by paying the same anlOWlt each 
ycu on or before the opintion of each shul·in year 

11. COMPENSATORY ROYALTIES: If, dW1n& the pcnod the lease is kept in effect by paymc:nl of the shut.· in oil or gu royalty, oil or aas is sold and delivered in p1yiog quaotitics from a 
well ~atcd with.iD one lhowand (1,000) feet oflhc leucd preml.sc:s and COfll>lctcd in the umc prod~attQJ reservoir, or in any ease in which dnina&c is occurrina.lbc n&ht to coodnuc. lO matot.ata 
the: lease by payina the shut·in oil or '" royalty shall cease., but the: kue shalt remain cffccllvt for the remainder of the year for whkb Lhc: royally bu been paid. 11\e Le.ssee may tna intam the 
lease for fow more successive years by Lc.ucc paying conl>Cnsllory royalty at Lbe royalry nte provided ln the lc:ue o(thc ~rkct value ofproducuon Crom lbc well c:ausio& the dn.inl&c. or wh1cb 
is con1)1ctcd Ul the ume produci.n& reservoir and with.in one thou.sand ( 1,000) feet of the leased premises. 1bc coq>e:nsaaory royalty 11 1.0 be paid .,..,nthly to tbc Convniss10ncr bcpMIOJ on or 
bcfoR lhc last day of tbc mootb follow in& the month in whk:h the oil or au is produced from the well causin& dK dninagc or that is corf1)1etcd in the nmc producia& reservoir and located within 
one lhousarn:J (1.000) feet of the: lcued premise a; if the eOIT1)CJ\Satory rO)'Jlty paid in any tl-month period is 10 ao amount Jcu than the annual shut·i.o oil or ps ro)'Jity, l..c.ssce ahaU pay aD 
an»W\t equal tO the difference within tbUty (30) days Crom dx end of tht 12-roonth pc1iod, o&nd nooc of these provisions will relieve Lu.sce of the obliption of rusooablc development nor the 
obliprion 10 dnll offset wells IJ pro\1dcd in N R.C. Sc:c:tion Sl.034; however, ,, lhe dctcnnlnation or lbo Comrn.iJsioncr, and Wllh the Convnlssk>ncr's wriltcn approval, the ~ymcnt of 
~;onipCniiiOry roy1hies ahall satisfy the obiiJation 10 d/111 offset we Us. Co~nsatory royalty paymeots whic:b arc not tim:ly paid willaec.ruc penalty aDd intcrc.Jitn accordance wtth P1111p1ph 5 
oft.tuskuc 
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IJ. EXTENSIONS: If. at the c~pirarion o( the prim1ry tenn of this lusc, production of oil or gas hu not been obtained on the lcued premises but drilling opcra rioru are being conducted 
thercon in good faith and in a good 1nd workm~nlll<e manner, Lessee may, on or before the upin rion oflbc primary tenn. file in the Genc:rtl Land Office written application to lhc Commissioner 
of the: General Land Office for a thirty (30) day utenston of this lease, ICCOf'r1'anied by payn'ltnt of Three Thousand Dollars (SJ,OOO.OO) if this lu.se covers six hundred forty (640) acres or lw 
and Six Thousand Dollars (S6,000.00) If thi• lease covers more than six hundred fo11)1 (640) aens and the Conmuioner shall. in writina. ulend this lusc for a thi11)1 (JO) day period from ond 
aner the e~pinrion of the primary term and so lona lhereaner u oil or au i.s produced in paying quantities: provided fW1hc:r, lh.at Lessee may, so lonau such dnllin1 operations arc bei.n& 
conducted make like application and payment durina any thirty (JO) day extended period for an additional utension of ttUny (30) days and, upon receipt of such appHCirion and payment, the 
Commwioncr sh.JII, in wnltn&. •&•in utcnd this lease JO that same sh.lll rerra in in forte for such addirionalth1n)' (30) day pcnod and so lon& thereafter u oil or cas is produced in payin& 
qu.anrili<J; provided. however, thallhis leaS< shall nol be <>!ended for ""'"' 1han a 101.11 of three hundred ninely (390) days from ond oner the upintioa of !he primary lerm unlrn prodiiCrion in 
payinc quantities h» been obtained 

14. USE OF WATERt SURFACE: l..csKe shall have tbc: ri&ht to use water prodt.K;edon said land necessary for opcnrions hcreWldcr and solely upon the leased premises; provided, however, 
l..cssce shall not use potable water or water suitable for livutoc.k or iniaarion purposCJ fOr water flood opcr1rioi\S without the prior wrinen consent of Lessor. Subject to its obligation to pay 
surface danugcs. lessee shall have the riaht to use so much of the swface or the land lhat may be reasonably necessary for drilling and operating wells and tnnsportina 1nd mariccring the 
production lhcrefrom. such use to be: conducted under condirions of least irijury to the surface of the Land. Le.ssec shall pay surface danugcs in an amount set by the Gencnt llnd Office fee 
schedule which is errcclive on the date when the •ctivlty requiring the payment of swface damages occurs. 

IS. POLLUTION: In dcvclopinJ this area , Le.sscc shall use the highest decree of care and all proper safeauards to prevent pollurio11. Without limidn& the foregoing, pollution ofc:oa.n al 
wctlands, nuunl waterways. rivers and i~undcd water shall be prevented by the tUe of containment facllilies sufficient to prevent spillage, seepage or cround water eontaminarion. ln the event 
of pollution. Lc:sscc shall use all means at its diJposalto rt:caprurt all csc:apcd hydrocarbons or othtr poUutantand shall be responsible for all dan.Je eo public and private propmics. 

(A) UPLAND S: Lessee shall build and maintain fe nces around it.s slush. Sun1J, and dllinagc pits and tank bJncrics so u 10 protect livestock apiNt loss. cbmaJt; or injury, and ~ 
co"1)1etion or abandonment or any well or wclb, l.c.ssce shan fill and kvtlall slush pill and cellars and C:Oft1)1ctcly c:lcan up chc: dnlhnJ stte of all Nbbish tbtrcon. 

(8) SUBI\1ERGED t..ANDS: No dlSC:har&e or solid waste or aarbazc shall be allowed into Sta te wakr1 from 1ny dnUing or suppon vessels. production platform. crtw or supply boat, 
barac. jaek·up rig or other equipmcnt loutcd on the leased U'tL Solid waste shall include but sh.all not be limued to eontainc:rs. equipment, rubbish. plurie,&llls. and any othe-r n.n-madc no• 
biodecradable items. A sign must be displayed in a hiah tramc area on all vuxls and manned platforms statin&. ·rmchar&c o( any solid wute or p tbage into State Waters from vuJCit or 
platforms is strictly prohibited and m1y subject a State: ofTeus lease to forfeiture: Such uatc:ment shall be in lencrin& ofat lnst I" in stz.c. 

(C) RIVERS: To the ex1en1 ncemary 10 prevenl pollurion. the provisions found in subseelions (a) and (b) ofthi• par1gnph shall also apply 10 rivers and rivorbeds. 

(D) PENAL. TV: Failwc to cof1'1)1y with the requirements of this provision ma y ruuh in the maximum penalry al lowed by law including forfcirurc of the lease. L.cssee shall be liable for the 
danuges caused by such fa1lure and any cMLt and upcnscs incwrcd in deanin& areas affected by the discharged wa.ne. 

16. IDENTIF1CATJON r.tARKERS: Lessee shall erec.1. at a distance not to cAceed twenry-five (25) feet &om each well on the premises covered by this lease, alerible sip on which shall 
be stated the name of the: opcntor, the lta.se desi~n~rion and the well nwnbcr Where cwo Of mort wells on the same lease or where wells on two or more lea.scs arc conncc.ted to the .s~me link 
battery, whether by individual Oow line conMetion.s direct to the tank or unlc.s or by u.sc: ora mulriple beadcr system each line between eac.h well and such taftk or heackrshaU be lep'bly idcotirtcd 
at atl times, eilhcr by a firmly attached tal or platt or an tdcnti&ation properly painted on auch liM at a distance not 10 CJI.c:ced three (3) feet trom suth tank or header connection. Said sips, tap. 
plates or other tdcntifiCirion marken shall be maintained in a k 11'blc condition throughout the \crm ohhis lease. 

17. ASSlGNf\'1£NTS: lltc. lease may be cnnsferred at any rime: provided, however, that the ltabihty of the cnruferor to properly dmharge iu obl l&a rion under the lea.se, includin& properly 
pluJ.Rinaabandoncd welts, rcmovina platfomw or pfpctincs, or rcmcdiation of conumlnation at drill situ sha11 pus to the tnnsfcrce upon the prior written connnt of tht Commissioner of the 
Ocncn~l Llnd Office. The Commissioner may require the tnnsfcree to dcmonstnte nnancfal responsibility and may require a bond or other ncutity. All traNftr1 must reference the kase by the 
Olc number and must be recorded In 0\c: county where the lrtl is located, and the recorded tnnsfer or a copy certified to by the Cowtty Clerk or the county whcrt the trlnsfer is recorded must be 
nled In !he Oenenl Lond Office within nlnely (90) days of lho u ceullon dale, u provided by N.R.C. Secdon 52.016, aceo~anled by the flllna fee prtserlbed by the Oenenl Lond Office rules In 
effect on the date of receipt by the General Land Offic:e or such transfer or ceniOcd copy thereof. E. very transferee shall succeed to all ri&ht.s and be subject to all obli&arioN. liabilities. and 
penalties owed to the State by the original lessee or any prior cnnsferce of the: lease, includin& any liabilities eo the sute for unpaid royalties. 

U . RELEASES: LuJCc may relinquish the rightJ pnled hcrc:undcr to the Stale at any hme by rtcordio& the rclinquistuncnt in the c:ounry where this area ls situated and filin& chc: recorded 
rdrnqurshmenl or cenified eopy of same In the Qener11 Lond om .. within nlnely (90) daysoner ils ueeulion ae<ofTI>anied by the filina fee prcsen"bed by the Oencnl Lond Offree Nles m effect 
on Lhc date or receipt by the Gcncnlllnd OITkc of such relinqui.shmcnt or certifkd copy thereof Such relinquishment will not have the erfeel of re leas in& Lc.ssec fi'om 1ny liability theretofore 
ac:c:Ned in favor of the Sllte 

19. 1 .. 1 YJ'l: In ac:c:ordance wt\h N R.C. SccbOn 51.136, lhc State shall hive a first hen upon all otland gas prod~ed (rom the an: a c:ove red by \his kase 10 sc:eurc payment or all W"'PPid royalty 
and other sums or rn)ney that ma y become due under this lease. By aectptanc:e or ttus leuc, Lessee an nu the Sute, in addition to the lien ptOYidcd by N R.C. Sccrion .52.136 and any other 
applicable staC\.Itory lien, an e11prw conb'lctual hen on and secwity tntercst in all leased mincl'lls In and u.tnctcd from the leased premises, all procccch which may aec:rue to Lessee from the ule 
o( such !cued minerals. whether such proceeds arc held by Lessee or by a third pany, and all fbrure,s on and if11)rovements to the leaJCd premises ~ed In connection with the produchOn or 
processing of such leased minc:nls In order to secure the payment of all royalties or other 1mounLS due or to become due under this lease and to scewe payment of any damagu or loss that Lessor 
may suffer by reason of l..csscc's breach of any covenant or condition or this !cue, whclhcr eliJ'lrCSS or ifTl)lied. This lien and sccwity IntereSt may be foreclosed with or without court proceedings 
1n the nunncr provided in the Title 1. Ch1p1cr 9 of the Teus Busines.s •nd Commerce Code. Lessee •arcc.s that the Commiuioner may requare Lessee to execute and record such irutrumcnts as 
rNy be rcuonotbly necunry 10 acknowledae. attach or perfect this hen. L.cssu hereby represents that there arc no -prior or supc.rior liens arising from and rclarins to lessee's acriv;riu upon the 
above-descn'bcd property or from l.c.Jscc's acqubilion of this lute Should the Commissioner at any time determine that this rcprcJCntation is not true, then the Commissioner may decbrc this 
lease forfeited u provided herein 

10. FORFEITURE: If l.essee sh.all fail or refUse to make the payment of any sum W1lh1n thiny (lO) days after •t becomes due, or if l..cs.scc or an authoriz.ed •&ent should know;n&ly INke any 
raise rerum or false rc-pon c:oncemtn& production or drilllna. or If l.cssce shall fal l or refl&SC to dnllany omct "Well or wells tn cood faith as rcqwrcd by law and the ruks and rcgulatJons adopted by 
the Comnussioncr or the Genenlland Office, CH' 1( l..cs.scc should rail to file rcporu in the fNMCr rcqulrtd by law or fat I to C001)1y Wtth Nks and rcguJauons promulgated by the Gcoc:.ralland 
Offtcc, the School land Board, or the Ra1lroad Convnission., or rel\lse the proper authority access to the reconb pcrtaLntnJIO opcnnons, or if Le.ssec or an authorized agent should knowincly fail 
or refuse to «ivt correct mfollNIHOn lO the proper authority, or knowingly fa1l or rtfwe 10 t'wn1sh the Gcncnlllnd Ofrtc:e a cornet lo& of any well, or tfl.csscc shalllcnowincty violate •ny of the 
rrgtcnal provisioru of this least, or if thu lease Is ass•gnc.d and the a.ssignmtnt is notliled tn the Gencnl Land OfTke as required by law, the rights aequtred under 

thiS lease shlll be subject to forfe11ure by the Commissioner, and ht shall forfeit same when sufTkiently infonncd of the. facu wtuch authonze • forfeiture, and when forfeited the area shall aga1n 
he subject to leue 10 the tnghcst bidder, ut\der the same regulations c:ontrollinJihe oriaina1 sale ofleasc.s ltowevcr, nothing herctn shall be CONlr\lcd u Wliv;n& the auforNtle tcrminalion of this 
le m by open lion of law or by rmon of ony speeiallimi1.11ion orising hereunder. Forfeilurcs rNy be m aJide and thiJ lme and all righiS thmunder ,.;nslaled before the righ!S of anolher 
intervene upon satisfactory evidence 10 lhe Commissiontr of the Gcncnl Land omce nf future COfl1)1iance with the prnviJton, or the law and of this !cue •nd the rules and reAulallORS that may be 
adopted relative hereto. 

11. RI VERBED TRACTS: 1n the evtnl thts lease covcr1a riverbed. Lc:uce t.S hereby speciftc:ally pntcd the right of crruncnt dorrgin and eondcmnauon as provided for inN R.C. Sections 
S2 092·52.093, as a pan of the c:ons1dcl'lh0ft n'lOVInz to Lc.HOr for the covenants httctn made by L.cssce. 

11. APPLICABLE LAWS AND DRILI. tNC RESTRICTIONS: This lease shall be subJe<IIO all nrks and regulanons. and amc ndmcniS therelo, promulpled by the Corrmssronc:r of the 
Gencnlland OfTtte govc:ming dnllinaand produc.in& opcr1rion! on Ptm'llncnt Free School Land (sp«lflUIIy mcludm& any Nlu promulaated that relate lO plans or opcnnons), pa)"'l"Cnt of 
royalties, and auditing proccduru, and shall be subject to all other valid surute.s. rules, rcplanons, ordtn and ordJmncc:s that may affect opc1'1tions under the provisions of this kuc. Without 
timitina the aencnlity or the forccom&. Lcme he-reby aa:rccs. by the acceptance or this kase. to be bound by •nd subject to all stJtutory •nd regulatory provisions relating ~a the: Gene:nl Land 
Office's audit billing notice and audit hearings procedures. Said provisions arc cwnnlly found at ll Tc~u Adminutntive Code. Chapter 4, and Teus Natw11l Resources Code SectiOns S2. 13.S 
and Sl.ll7 throu&h 52.140, In the event this lean covers land franchiscd or leased or othcrwt.sc used by a RIV11th0n d1srnct or by the United StatCJ for the purpose of ruvi&ation or other purpose 
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incident tO the open lion of a port, then Lessee shall not be entitled to enter or poucu such land without prior approval a.s provided uodcr SccbOn 61.117 ofl.be Tens Water Code, but Ussec lhaU 
be carillcd tO develop such l&od for oil and &U by dirtctioNI drillill&; provided. however, thu oo surluc drilliDg kx:.Jooa rmy be DC:IIer tb.Jn 660 feet aod specaal pc:mUss.oa Crom the 
ComrnissioDC:t ofc.bc Gcocn l l..&OO omc:c is OUUJ.&f)' 10 rmkc any surfJcc loutioa oc~r lhao 2, l60 feet mc:uwcd at right aa,ks Crom the DCllClt bu.lkhc.ad line or from the nearest drtd&ed 
bottom ed&c of any chaMC:l. slip, or twninc basin which tw been aulhoriz.cd by the Unile'd S&atc.s u 1 fccknJ project for future consuuc.Don. wbic.hc:vcr is nca~r. 

lJ. REMOVAL O F EQUIPMENT: Upon the tcrmin>lion of !his leue for aoy tause, l.tss« shall oo~ in uycm>~ be permttcd 10 remove the cumg or uy pan of the cqwpmoor &om aoy 
producin&. dry, or abaodonc.d wcU or wells without lbc: wrin.cn consent of lhc Cormu)sionq"of tbc G~J U nd omcc or his authorized reprucntativc; oor shall Leuec, witbout \he wriuco 
consent of said Convniuioocr or his autboriud rcprumtativc re.mo\'c from the kaud prcmisu lbc using or any ochtr cquipmc:at, material, machinery, appliances or propc.ny owned by Lessee 
1nd used by Lessee Ut the dc.vdopmcacand production o f oil or gu tbc.refrom unul all dty Ot abaodooed wells hl\'C. bc.c.n plugaed aod tmtil all slush or refuse pits hne bceo property filled and all 
broken or discarckd lwrbc.r, mKhinc.ry. or debris shall ha\"C bc.en ~moved from tbc prcmi.su CO tbc n!Ufac.rion oftbc: nid Coi"'V'nissionc.r or h.i$ au.tbonzed representative. 

14. FORC£ MAJ£UR£: SboWd Lessee. bt PfC\'t.nttd from c.orqdyin& with any exp«:JS or ir11Jlic.d covcllln1 of this lc.uc.:, from coaducti.o& dri11in& opcrtlions Lbercon. or tiom producin& oal 
and/or &lS lhcrdiom. tt\cr dfon made Ln cood fAith. by reu on of w11, rc.bc.llioo. riou, sttikes. (Ltts,acts of God or any order, rule. or reJUlatioo of govc.rurnental authority,lhca whik so prcvc.n~td. 
Lcuce's obliptioo lO C'OftlJIY 'Nith suc:b C::OVCRIDC shlll be su.spc.odcd upoo proper aad satisfa.cwry proof prcseot.c:d 10 tbt Commissaoocr of the Gcoenl land omcc iD suppon of L.c.ss.c.c's 
contention 1nd Lessee shall not be: li;,blc for d.J.rm&CJ for f11lwe to corfl)ly therewith (ucc:pt in the evcot of 1eHc ope-n Dons suspended u provided in lbc rules~ rc&u.bbOBS adopkd by the 
Sc-hool Land Ooard); 1nd Lh1s lcuc shall be u.leodcd while and so loo& u Lcuce u prenntcd. by any such uusc.. from WiUi.n&. reworkinc opc.rations or producina oil and/or ps from lhc lcucd 
premises: provided, howevtr, that oothiag herein shall be construed to suspcod tbc payment of rcntals duriD1 the primal)' or u tcoded term. nor co abridge Lc.uce's ri&bt LO a suspcruton uoder aay 
applicable starutc of this State 

15. LEASE SECURITY: Lessee shall take the: h.i&best degree or cart' and all prope~ u~suards to protect said prenuscs &nd to p.-c. vent theft or 011, au. 1nd olhcr h~dzocJJbons produced flom 
said lcuc. This tneludes, but is not I united to, the: insu Uation or all nccc.ss.ary c'U!ip'incnt. "als. kKks. or oc.bc.r .appropriate protccrivt devices on or at all access poinu at the lease's production. 
aathc:ring and stongc systcmt wbcrc theft of hydrocarbons can ocC:w. Lessee Jtu.U be liable for the kw or any hydrocarbons ruultin& from theft and sh311 P'Y the: State ofT eAU royalties lhcrcon 
as provided herein on all oil, &:as or otbcr hydroc.arbons lost by re ason oftbct\. ~ 

16. REDUCTION Of PAYMENTS: If. dwins the primary tc.rm a ponion of the laud c:ovc:red by this lease is i.nc:luded withan !.he bouncbric.s of a pooled Wlit Wt tw been approved by the 
School Land Board in accordance with Natunl ResoW'tes Code Sections S1.1S I·S1.1S3, or if, ataoy time af\cr the cxpin.tion of the prinury te rm or Lbc utcndcd term. this lease covers a lesser 
nutrbcr of acres lhao tbc totalamoWlt descnbcd herein. payments th.a tlrt made on a per acre basis hereunder shaU be reduced ac:cordio& LO the nwMc.r of acres pooled. released. swnndercd. or 
olherwise severed, so th.at ptymcnu determined on 1 per acre basis under the tcnns of this lease durin& lhe prirrwy term shall be calcubtcd based upon lbc nwnbcr ofacrcs ouuidc the bowxbnes 
ofa pooled wUt. or, ifafttr lhc upiration of the primary tent\ lhe nwnbcr ofacres actually retained and covered by this lcuc. 

17. SUCCESSORS AND ASSIGNS: The covenants, concbtions and aKfeerneou contai.nr.J here in sbsll u.tcnd LO and be bindios upon the heizs, executors. adnUil.IStrators, successors or 
assigns of Lessee herein 

28. ANTIQUITIES COOE: In the event thllt 1ny fcatwc of archeological or historical :interest on Pc.rrna.ncnt Sc:bool FWld Laod is c:ncoWlttred during lhc activuies authonzed by thrs lease, 
l.c.ssec will inuncdiaLcl)' cease activuies and will immc:diatcly notify the Gcncr1l Land Office (A11'N. Arc-haeologist. Asset Man~&emcnt Division, 1700 N Congress Ave •• Austin. Tuas 78701) 
;md the Tcus l listorical Conunis.sion (P.O. Do-. 12276, Austin, TX 71711) so that adequate mcaswes may be undc:ruken LO protect or recover such dascovencs or fmdtngs, as appropnate. Lessee 
is eApres.sly placed on notice of the Naoon1l Hrstoric:al Preservation Act of 1966 (PB·89·66, 80 Statute 91S; 16 U.SC.A 470) and the Antiqwtic.s Code ofTu.u, Ch.ap~r 191, Tu. NaL Code 
Ann. (Vcruon 1993 & Supp 1998) On state-owned land not dedicated LO lhe Permanent School FW\d. lencc: shall notify the Tuu Hinoric::al ConvnissKm before brcak.intc KJOWld at a project 
location. An trch.acological sw-vcy might be required by the convni.ssMm before construction of the project can commcnte. FW1hcr. in the event Lhat any sate, objecl., location, uaraet or other 
fcllw-e or archa.cological, scientific, edi.IC.ational, c:WNnl or histOric in~trcst is cnc.oWltered durin& the activities authorize by Ws lease:, lessee will imrnedi.atcly notify lc.s.sor and the TcA.U 
Historical Commission so lhat adequaLc mcasurts rn:l)' be undertaken to prot«l or recover such diSCoveries or fUldinas, u appropri"e 

29. VENUE: Lessor 11~ lessee, anc:ludan& lessee's successors and us1gns, hereby agree that venue for any dispute a.rislng out oft provis1on ofthas lcue, whether uprc.ss or rn1>hed, reg.ardUlK 
mtcrpntation of this lease:, or tclating in any w1y LO this lusc or lO applicable case law, Stat\1\es. or administr~tive nalc.s, shall be U, a c:oun ofc:onvc.u:ntjwlsdiction located in Travis Cowrcy, SLate 
of Texas. 

30. L£ASE fiLINC: Purs~~ant to Chapter 9 of the Tcx. Bw:. & Com Cock,this lease must be filed of record U, the off.ce of the Cou.oty Clerk LD any cowrty in which all or any pan ofthc 
leased prermc.s is Joe&1ed., and cc.mficd copies thereof mus1 be filed in the General Land Office The prescribed filin& fee shall accomp10y lhc certified copies sent 10 tbc General Land Office 
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ESSEE 

nv: J . Mar k Smith 

TITLE: Pr es i qent J . Mar k Smi th & Associates, Inc. 
Gene r a l Partner Mar den Properties , LP 

DATE: Septembe r 1 2 , 2(}"0-'7 
·• 

St.Jtc ofTu.:as undr:r the sui of the General Land Oflkc 

.. * .... : ·, 

STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF J EFFERSON 
BEFOREME. Iheunderslsnedauthoriry.onthiJdlypcoonallyappeared J . Mark Smith , Pres i dent of 

known"' me lObe the person wlme name it lubtcn'bed lOth< ror<aoins insttumcn~ .,J. Mark Smith & Assoc ia t;.tas , I ne . 

General Partner Marden Properties , LP 

for the purposes and cons•dcr.tion lhcrcin ea pressed. in the capacity stated. and as the act and deed of said corpor1tion 

Civenundermyhandandseol or omeeohiJihe oZ 'fl-'/.... d>yor Se- km.b<_.; 

STATE OF __________________ ___ (I NDI VIDUAl. ACKNOWLEOGMPJ'IT) 

rOUNTYOF __________________ __ 

Dcfort me, the undcrsi(IM:d authonty. on thlJ day personally appeared, ____________________________________ _ 

known to me to be the pcrwns whose nunu arc subsc:n"bc:d to the rorcao•n& instnamtnt. and acknowltd&ed CO me that they executed lhc 
same for the pwposcs and considc1'1flOn therein uprcsJcd 

Given under my h>nd and seal or office ohi• lhe __________ d>y or ______________________ ~ 20 _ ___ __ 

6 

~=~~-- - ------

FILEI _ __:4..::0..::8..::2 _ _ 

Notary Pubhc:: tn and for ___________________ _ 

Jiff I'IQISIOII tanl WII!OlllmW!I'S M 3Ai.£. ~ 
IJIIIJS( .. THE DE.SCRIBED R£.4li'IIOP£Jm' BECAUSE Of trull 
011 UCl IS 11MUD ANJIIIIOIRliiCEAil UlllfJI FOlW.l 
lM 

P'ILED FOR RECORD ON 1'11E~ __ 2ND ___ DAY OF __ O_C_T_O_B_E_· R __________ A.D. 2007 1 : 35 p • M. 

~,___ ___ 4_TH_ oAY oF _____ O_C_T_O_B_E_R _______ A. D. 2007 1: 00 P. M. 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregoing is a full , true and correct photographic copy of the 
onginal record now 1n my lawful custody and possession, as the same is 
filedlreCOided. in the publiC.IfCQrds of ~rlOfl'JIYn ~. 
PAGE_,_4_.:>_,rHRu t :>u . V-"-"l'tlU;tHtn§unL.L'-' 
~ lherebycenifiedoJ 0/09/2 007 

,~.,~~~. 
{.t:: t -4~. ·~~'a .• DtANNE 0. FLOREZ, CeUNTY CLERK 

~ . ~~" 4~ RtilOUNTY, T~ 
t1} (t.S f(J)j ~~~s c X>,,,~ B fA. ot:. 
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E 
JERRY PATTERSO , COMMISSlO ER 

October 23, 2008 

Mr. Zachary W. Anderson 
Marden Properties, L.P. 
6 Bayou Brandt Drive 
Beaumont, Texas 77706 

Certified Mail# 7007 0710 0000 5379 1834 

RE: MF108103 - Section 8, Block 54 Loving County, Texas 
MFl 08111 - Section 36, Block 55 Reeves County, Texas 
MF108112- Section 30, Block 57 Reeves County, Texas 
MFl 08113 - Section 32, Block 57 Reeves County, Texas 
MF108114 - E/3 & W/3 ofSection 6, Block 57 Reeves County, Texas 

To Whom It May Concern: 

Our records indicate that the captioned leases have tenninated for failure to pay the delay rentals 
due July 17, 2008. 

Any well on these tracts should be plugged and abandoned in accordance with Railroad 
Commission Rules and Regulations. The General Land Office will actively oppose any action to 
avoid or postpone compliance with these requirements. 

If you have any questions regarding this assessment you may contact me at 512-475-1579. 

Kerrie Eubanks 
Mineral Leasing, Energy Resources 
Phone: (512) 475-1579 
Fax: (512) 475-1543 
kerrie.eubanks@ glo.state.tx.us 

tephen F. Austin Building · 1700 orth Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state. rx. us 




