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AGREEMENT 

APPUCANT 
IDENTIFICATION 
TO APPEAR ON 
LEASE (type/pnnt) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

MGL. NO. 

414 

STATE OF TEXAS 
TAX I .D. # 

SIGNATURE OF 
AGENT 

State Lease Number 

M-108403 
For GLO Use Onlv 

OCTOBER 2, 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 Properties. L.P. 

Address : 6 Bayou Brandt 

Citv: Beaumont State: Texas Zio : 77706 
(Include +4 Code) 

Telephone: (409) 833-3133 

County( ies): Culberson Survey/Area: 
(If Applicable) 

Block[Tsp. : 111 Section[Tract: 13 : All Acres: 640 
(If Applicable) 

(A) Bonus Amount ($) 453,120.00 

$708.00 Per Acre= Four Hundred Fjttv-Three Thousand One Hundred Twentv---­
(type/print above) 

(B) Sales Fee Amount ($) 6 .796.80 

Six Thousand Seyen Hundred Ninety-Six & 80/ 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 Properties. L.P. 
(same as above) 

BONUS AMOUNT ONLY (A) v fJ!>! include sales f'Gl 
(90 ::·ng.oo '?:>~ 

v1 

(signature) 

Zachary W. Anderson 
(type/print name) 
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Lease Form 
Revised I 0/99 
Surveyed School Lond 

~u.stin, \rrexa.s 

O IL A ' D GA LEASE 
' 0 . M- 108-103 

WHEREAS, p~uantto the Texas Na111r.1l Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being heremafter referred to as N.R.C.), and subject to all 
rules and regulations promulgated by the Commissioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable StalUies and amendmentS to said 
N.R.C., the following area, to-wit: 

SECTION 13, BLOCK Ill , PUBLIC CHOOL LAN D SURVEY, CULBERSON COU TV, TEXAS, CONTAl I ' G APPROXI lATELY 6-10 ACRES, AS IIOWN ON THE 
OFFIC IAL MAP OF C LB ER ON CO TV, TEXAS NOW ON FILE I TilE TEXAS GENERAL LA D OFFICE, AUSTl ·, TEXAS, 

was, after bemg duly advertised, offered for lease on the 2 .. day of October, 2007, at 10:00 o'clock a.m, by the Comrnisstoner of the General Land Office of the State of Texas and the School 
Land Board of the State ofTelUIS, for the sole and only purpose of prospecting and dnllmg for, and producing 011 and/or gas that may be found and produced from the above descn'bed area, and 

WHEREAS, after all b1ds and remJttances which were received up to sa1d nme have been duly considered by the ColllllliSS10ner of the General Land Office and the School Land Board at a 
regular meeting thereof m the General Land Office, on the 2 .. day of October, 2007, beremafter the "effective date" and it was foWld and detemuned that i\lARDE PROPERTI ES, L. P. 
whose address is 6 BAYOU BRA DT, BEA UI\10 T , TEXA 77706 had offered tlle h1ghest and best bid for a lease oftlle area abo,·e descn'bed and IS, tllerefore. enmled to receiVe a lease 
thereon: 

OW, T HEREFOR£, I, Jerry E. Pauersoo, Commissioner of tlle General Land Office o f tlle State of Texas, hereinafter sometimes referred to as "Lessor," whose address IS Austin, Texas, by 
virtue o f tlle autllority vested in me and in consideratiOn of tlle payment by tlle heremafter designated Lessee, tllc sum of Four Hundred Fift)·Three Thounnd One Hundred Twenty And 
001100 Dollars (S-153,120.00), receipt of which is hereby acknowledged and of the royalties, covenantS, stipulations and cond1tions contamed and hereby agreed to be paid, observed and 
performed by Lessee, do hereby demise, gran~ lease and let Wlto the above menuoned b1dder tlle exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon the 
following terms and conditions, to-wit: 

I. RESERVATION· There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respect to the surface and subsurface thereof for any and 
all purposes except tllose granted and to the extent herein granted to Lessee, togetller wnh tlle nghu of mgress and egress and use of sa1d lands by Lessor and ns nuneral lessees, for purposes of 
exploring for and producmg the minerals which are not covered. or wh1ch may 001 be co,ered m the future, under the terms of this lease, but wluch may be loc>1ed Wlthm the surface boundaries 
oftlle leased area. All of the rights m and to tlle leased premises reta1ned by Lessor and all of the nghts m and to the leased premiSes granted to Lessee herem shall be exerciSed in such a manner 
tllat neither shall Wlduly mterfere with the operations oftlle otller. 

2. TERM. Subject to the other provisions hereof, thiS lease shall be for a term of live (5) )Urs from the effective date hereof {herem called "pnmary term") aod as long thereafter as oil or 
gas is produced in paying quantities from said area. 

3. DELAY RENTALS: If no well is commenced on tlle land hereby leased on or before tlle anruversary date o f this lease, thiS lease shalltefmln:lte as to both pames Wlless the Lessee on or 
before said date shall pay or tender to ~1e Commissioner of tlle General Land Office of the State of Texas at Austin, Texas, the amoWlt spec1fied m the following schedule muluphed by the 
nwnber of acres in ~1e premises, which shall operate as a rental and cover the privilege of deferring tlle commencement of a well for tweh•e ( 12) moolhs from said date. In hke manner and upon 
payments or tenders of anlOwiLS set out 111 tlle following schedule, ~1e commencement of a well may be further deferred for a like penod of tlle same number of months. 

Anmversarv Date Delay Rental oer Acre 
First S S.OO 
Second S 5.00 
Th1rd S25.00 
Fourth S25.00 

4. PROD UCTIO ROYAL Tl E . Subject to tlle provis1ons for royalty redueuons set outm subparagraph (E) of tllis paragraph 4, upon production of 011 and/or gas, tlle Lessee agrees to pay 
or cause to be pa1d to the Conunissioner of tlle General Land O ffice m Ausun, Texas, for the use and benefit of tlle State of Texas, dunng the term hereof 

(A) OIL: As a royalty on oil, wh1ch is defined as including all hydrocarbons produced m a hqwd form at tlle moutll of the well and also all condensate, d1sUIIatc, and other hqwd 
hydrocarboriS recovered from oil or gas om through a separator or other eqwpmen~ as heremafter proVIded, 1/-1 part of the gross producuon or the market value thereof, at tlle opt1on of tlle 
Lessor, such value to be dctefmlned by I) the h1ghest posted price, plus premiwn, 1f any, offered or pa1d for oil, condensate, diStillate, or other hqwd hydrocarbons, respecuvely, of a like type and 
gravity in the general area where produced and when om, or 2) the lughest market pnce thereof offered or pa1d m the general area "here produced and "hen run, or 3) the gross proceeds of the 
sale thereof. whichever IS the greater Lessee agrees that before any gas produced from the land hereby leased IS sold, used or processed m a pbn~ n wtll be om free of cost to Lessor through an 
adequate oil and gas separator of conventional type or other equipment at least as effic1entto the end that all hqwd hydrocarbons recoverable from the gas by such means will be recovered. Upon 
written consent o f Lessor, tlle reqUirement that such gas be om through such a separator or other equ1pment may be waived upon such terms and conditions as presen'bed by Lessor 

(B) 0!'1-PROCES ED GAS: As a royalty on any gas (includmg fiared gas), wh1ch IS defined as aU hydrocarbons and gaseous substances not defined as oilm subparagraph {A) above, 
produced from any well on said land (except as provided herein With respect to gas processed m a plant for the extraction of gasolme, liqwd hydrocarbons or other productS) 1/-1 part of the gross 
production or the market v:1lue thereof. at tlle option of the Lessor, such value to be based on the h1ghest market pJ:iec, pa1d or offered for g>S of co~arable quabty 111 the general area where 
produced and when run, or the gross price paid or offered to the producer, whichever is greater proVIded that the maximum pressure base io measuring tlle gas under this lease contract shall not at 
any rime exceed 14.65 pounds per square inch absolute, and tlle s tandard base temperature shall be SIXty (60) degrees Fahrenhe1~ correction to be made for pressure accordmg to Boyle's Law, 
and for specific gravity according to test made by the Balance Metllod or by the most approved method of testing being used by tlle mdustry at tlle time of testing. 



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, lli pan of the residue gas and the 
liquid hydrocarbons extracted or the market value thereof; at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) o f the total plant production of residue 
gas atmbutable to gas produced from this lease, and on fifiy percent (500/o) or that percent accruing 10 Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons, 
atmbutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an 
interest, then the percentage applicable to liquid hydrocarbons shall be fifiy percent (500/o) or the highest percent accruing to a third pany processing gas through such plant under a processing 
agreement negotiated at arms' length (or if there is no such third pany, the highest percent then being specified in processing agreements or contracts in the industry), whichever is the greater. The 
respective royalties on residue gas and on liquid hydrocarbons shall be detennined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no 
event, .however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PROD UCTS: As a royalty on carbon black. sulphur or any other products produced or !113nufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead," "dry" or any other gas, by fractionating, burning or any other processing, 1/4 pan of gross production of such products, or the market value thereof, at the option of lessor, such 
!113rket value 10 be detemlined as follows: 

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

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the temlS of 
this lease and such production is brought on line and sales thereof are commenced within eighteen ( 18} months of the effective date hereof, the royalty rate provided herein shall be reduced to 
20%, and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such eighteen (18) month 1em1 during which Lessee may earn a 
reduced royalty rate of 20"/o as herein provided, Lessee should drill in good faith and complete the fust well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the tenn in which 10 earn a reduced royalty rate by giving notice 10 the Comnlissioner of the General Land Office, commencing drilling operations on an addit.ional well prior to the 
expiration 6f such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established 
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period. 

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expiration 
of eighteen ( 18) montllS from the effective date hereof but prior 10 the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced 10 
22.5% and shall apply 10 each subsequent weU drilled and produced on the land covered by this lease. Provided that, if during such six (6) month tenn during which lessee may eam a reduced 
royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the tenn in which to earn a reduced royalty rate by giving notice 10 the Commissioner of the General Land Office, commencing drilting operations on an additional well prior to the 
expiration of such three (3) month period and prosecuting diligently and in good faith the dnlling of such additional well and completing same so that production in paying quantities is established 
and so that such production is brought on tine and sales thereof are commenced prior 10 the expiration of such three (3) month extension period. 

(F) 0 DED UCTIONS: Lessee agrees that all royalties accruing 10 lessor under this lease shall be without deduction for the cost of producing, transponing, and otherwise making the oil, 
gas and other products produced hereunder ready for sale or use. 

(G) ROYALTY IN KINO: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice 10 Lessee, require at any time or from 
time 10 time thai payment of all or any royalties accruing to Lessor under this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating, 
dehydrating, compressing, processing. transponing and otherwise making the oil, gas and other products produced heretmder ready for sale or usc. Lessor's right to take its royally in kind shall not 
diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease. 

(H) PLA IT FUEL AND REC YC LED GAS: No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to process gas produced hereunder 
tn any processing planL Notwithstanding anything contained herein 10 the contrary, and subject to the consent in writing of the Commissioner of the General Land O ffice, 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 the 
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease. 

(I) M l 11\I UI\1 ROYALTY: During any year afier the expiration of the primary tem1 of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall be 
less than an amount equal to $5.00 per acre; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to $5.00 per 
acre less the amount of royalties paid during the preceding year. 

(J) 1\IARG INAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royally rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (1) to extend the econonlic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must 
confonn 10 the requirements of any School Land Board administrative rules on this subjecL Royal ty may not be reduced below the applicable statutory minimum. 

5. ROYALTY PA Yl\l£NTS AND REPORTS: All royalties not taken in kind shall be paid to the Comnlissioner of ll1e General Land Office at Austin, Texas, in the following manner: 
Payment of royally on production of oil and gas shall be as provided in the rules set fonh in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the 

General Land Office on or before the 5th day of the second month succeeding the month of production, and royally on gas is due and must be received in the General Land Office on or before the 
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the fonn and mam1er prescribed by 
the General Land O ffice and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or rcpons 
confmning the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into 
pipelines, tanks, or pools and gas lines or gas storage, and any other repons or records which the General Land Office may require to verify lite gross production, disposition and market value. In 
all cases the authority of a manager or agent to act for the lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check s tub, schedule, summary 
or other remittance ad,~ce showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If lessee pays his royalty on or before thiny (30) days afier 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thiny (30) days late shall accrue a penalty of 100/o 
of the royalty due or $25.00 whichever is greater. In addition 10 a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days overdue. Affidavits and supponing documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is effective on the 
date when the affidavits or supponing docun10ots were due. The Lessee shall bear all respotlSibility for paying or causing royalties to be paid as prescribed by the due date provided herein. 
Payment of the delinquency penalty shall in no way operate 10 prolubit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as 10 the State's ponion of the royalty or 10 that ponion of the royalty in dispute as 10 fair market value. 

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Conunissioner of the General Land Office with its best possible estimate of oil and gas 
reserves underlying this lease or allocable 10 th.is lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments to such contracts within thiny (30) days afier entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
Office shall be held in confidence by the General Land Office unless otherwise authorized by lessee. AU other contracts and records penaining 10 the production, transponation, sale and 
!113rketing of the oil and gas produced on said premises, including the books and accounts, receiptS and discharges of all wells, tanks, pools, meters, and pipelines shall at aU times be subject 10 
inspection and examination by the Conunissioner of the General Land Office, the Anomey General, the Governor, or the representative of any of them. · 

{B) DRILL! G REC ORDS: Wrinen notice of all operations on this lease shall be submined to the Commissioner of the General Land Office by Lessee or operator five (5) days before spud 
date, workover, re-ent:ry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission 
fomlS for application to drill. Copies of well tests, completion repons and plugging repons shall be supplied to the General Land Office at the time they are filed with the Texas Railroad 
Commission. Lessee shall supply the General Land Office \vith any records, memoranda, accounts, repons, cuttings and cores, or other information relative to the operation of the above-described 
premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. lessee shall have an electrical and/or radioactivity survey made on the bore-hole 
section, from the base of the surface casing 10 the tout depth of wei~ of all wells drilled on the above descnbed premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifieen {IS) days afier the !113king of said survey. 
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(C) PE ALTIES: Lessee shall incur a penalty whenever rcpons, documents or other materials arc not filed m the General Land Office when due The penalty for late filing shall be set by 
the General Land Office administrative rule which is effective on the d3tc when the matenals were due in the General Land Office 

7. RET AI EO ACREAGE: Notwithstanding any provision ofthts lease to the contrary, after a well producing or capable ofproducmg otl or gas has been completed on the leased premises, 
Lessee shall exercase the diltgence of a reasonably prudent operator m dnllmg such addtuonal "'ell or ~~oells :as 1113y be reasonably necessary for the proper development of the leased premises and 
in 1113rketing the production thereon 

(A) VERTICAL: In the event this lease IS in force and effect tv.o (2) years after the exptratton date of the pnmary or utended term tt shall then temunate :as to all of the leased premises, 
EXCEPT ( I) 40 acres surroundtng each oil well capable of producing in paying quantiues and 320 acres surrounding each gas well capable ofproducmg m paytng quanuues (includmg a shut-in 
oil or gas well as provided in Paragraph II hercot), or a well upon which Lessee is tlten engaged in continuous drilling or reworking opera nons, or (2) the number of acres included in a producing 
pooled w1it pursuant to Natural Resources Code Sections 52. 151 -52.153, or (3) such greater or lesser number of acres as may then be allocated for producuon purposes to a prorauon unit for each 
such producing well under the rules and regulations of the Railroad Conurussion of Texas, or any successor agency, or other goverrunental aut.horiry havmg Junsdicliot~ W1thm 90 days of a 
partial temtination of this lease m accordance with this subparagraph and upon paytnent 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 obtam a surface lease for ingress and egress on and across the temtinated portion of the leased premises as may be reasonably necessary for the continued operation of 
the portions of the lease rem:tining in force and effecL If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee 1113y 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 tl1e event this lease is in force and effect two (2) years after the expiration date of the primary or extended term 1t shall further terminate as to all depths below 100 
feet below tl1e total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended 
tenn Lessee pays an amowlt equal to one-balf(l /2) of the bonus originally paid as consideration for this lease (as specified on page I bercot). If such amount is paid, this lease shall be in force 
and effect as to such deeper depths, and said termination shall be delayed fo r an additional period of two (2) years and so long thereafter as oil or gas ts produced m paytng quantities from such 
deeper depths covered by this lease. 

(C) IDENTIFICATION AND f iLl 'G: The surface acreage retamed hereunder as to each well shall, as nearly as pracucal, be m the form of a square wtth the ~~oelllocated m the center 
thereof, or such other shape as =Y be approved by the School Land Board. Within thuty (30) days after partial termination of this lease as pro•ided herem, Lessee shall execute and record a 
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a ctrtlfitd copy of same, shall be filed m the General 
Land Office. accompanied by the filing fee prescnbcd by the General Land Office rules in effect on the date the release is filed. If Lessee fa1ls or refuses to execute and record such release or 
releases within mnety (90) days after being requested to do so by the Gtneral Land Office, then the Conunissioner at his sole dtscretion may des1gnate by wnuen utsuument the acreage and/or 
depths to be rcle:astd hereunder and record such instrument at Lessee's expense in the county or counties "'here the lease is located and in the offic1al records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. If at any time after the effecU\'C date of the pamaltermination provisions hereof, the applicable field rules are changed or the "ell or 
wells located thereon are reclassified so that less acreage is thereafter allocated to said ~~oell or wells for production purposes, thiS lease shall thereupon temunaie as to all acreage not thereafter 
allocated to said wtll or wells for production purposes. 

8. OffSET WELLS: If oil and/or gas should be produced in commercial quanuues from a ~~oelllocated on land pnvately owned or on Smte land leased at a lesser royalty, wh1ch ~~oellts withm 
one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such m1Ual production from the drainmg 
well or the well located within one thousand (1,000) feet from tlte area covered by th1s lease begin in good fa1th and prosecute dtligently the drilling of an offset well on the area covered by tltis 
lease, and such offset wtll shall be drilled to such depth as =Y be necessary to prevent tl1e undue drainage of the area covered by this lease. and tl1e Lessee. manager or driller shall use all means 
necessary in a good faith effort to lll3ke such offset well produce oil and/or gas m contmerctnl quantiues Only upon the detemunauon of the CommiSSIOner and wnh hts wnuen approval, may the 
payment of a compensatory royalty satisfy the obligation to drill an offset well or wells reqwred under thiS Paragraph. 

9. DRY IIOLEICESSATIO Of PRODUCTION DURI G PRil\IAllY TERl\1: If, dunng the pnmary term hereof and prior to diSCovery and producuon ofo1l or gas on sa1d land, Lessee 
should dnll a dry hole or holes thereon, or if dwing the primary tenn hereof and after the dtscovery and actual producuon of 011 or gas from the leased prenuses such producuon thereof should 
cease from any cause, this lease shall not terminate if on or before the expirauon of s"tY (60) days from date of compleuon of said dry hole or cessauon of producuon Lessee commences 
additional drilltng or reworking oper.nio1ts thereon, or pays or tenders the next annual delay renml in the same manner as provided in thts lease If, dunng the last year of the pnm:try tenn or 
\vi thin sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause. Lessee's nghts shall remam m full force and effect w1thout 
further operations unul the expiration of the pri1113ry term; and if Lessee has not resun1ed production in paying quantities at the exp1rauon of the pnmary term. Lessee m:ty mammm thts lease by 
conducting addmonal drilling or reworking operauons pursuant to Paragraph 10, using the expiration of the pnlll3ry term as the date of cessation ofproducuon under Paragraph 10. Should the 
first well or any subsequent well dtilled on the above descnbcd land be complettd as a shut-m oil or gas "'ell w1tltin the pn1113ry tenn hereof. Lessee =Y resume paytnent of the armual rental m 
the sa.me manner as provided herem on or before the rental paying date following the exp1ra11on ofsixry (60) days from the date of complet1on of such shut-m otl or gas ~~oell and upon the failure to 
1113ke such paytnent. this lease shall rpso facto ttrminate. I fat the exptrauon of the pn1113ty term or any nme thereafter a sbut-m 011 or gas "ell is located on the leased prerntses paytnents 1113Y be 
made in accordance wtth the shut-in provisions herco( 

10. CESSATIO , DRILLING, 0 REWORKING: If. after the expiration of the primary term. production of oil or gas from the leased prem1ses, after once obmmed, should cease from 
any cause. this lease shall not terminate if Lessee comn~ences additional drilling or reworking operations within sixty (60) days after such cessauon, and thts lease shall remain m full force and 
effect for so long as such operations continue in good faith and in workmanlike manner w1thout interrupuons totaling more than sixty (60) days. If such dnlhng or reworktng operauons result m 
the production of 011 or gas, the lease shall remain in full force and effect for so long as 011 or gas is produced from the leased premises m paymg quanttues or paytnent of shut-m o1l or gas well 
royalties or paymem of compensatory royalties is made as provided herein or as provtded by law. If the dnlhng or rcworkmg operations result m the compleuon of a "ell as a dry hole. the lease 
will not tenninate 1f the Lessee commences additional dnlling or reworking operations wtthin sixry (60) days after the con..,leuon of the well as a dry hole, and thts lease shall re=in m effect so 
long as Lessee commues drilling or reworking operations in good faith and in a workmanlike 1113nner w1thout mterruptions totalmg more than smy (60) days Lessee shall gJVe "-Titlen notice to 
the General Land Office wttlun tllirty (30) days of any cessation of production. 

I 1. SHUT-I !lOYA LTI ES: For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency havmgjunsd1cllon over the production ofotl 
and gas. If at any time after tl1e expiration of tl1e primary tcnn of a lease tltat, until being shut in, was being n1.1intained in force and eO'cct. a well capable of producing oil or gas in paying 
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable producuon faci lities or lack of a su1table market. then Lessee n1.1y pay as a shut-in oil or gas 
royalty an amount equal to $10.00 per acre, but not less than $1.200 a year for each well capable ofproducmg 011 or gas m paytng quanuues To be effecuve, each mmal shut-m 011 or gas royalty 
must be pa1d on or before: ( I) the expiration of the pri1113ry term. (2) 60 d3ys after the Lessee ceases to produce 011 or gas from the leased prenu}es or (3) 60 days after Lessee completes a drilltng 
or reworking operauon in accordance with the lease provisions; wh1chever date ts latesL If the shut-m 011 or gas royalty ts paid. the lease shall be cons1dered to be a producing lease and the 
paytnent shall extend the term of the lease for a penod of one year from the end of the pnlll3ry term. or from the fust day of the month followmg the month m "h1ch producuon ceased, and, after 
tha~ if no suitable production fact hues or suitable 1113rket for the o1l or gas exists. Lessee may extend the lease for four more successtve periods of one (I) )ear by paytng the same amount each 
year on or before the exp1rauon of each shut-in year 

12. COi\II'ENSATORY !lOYAL T IES: If, dunng the period tl1e lease as kept tn effect by paytnent of the shut-in oil or gas royalty, 011 or gas IS sold and dehvered tn paytng quanmies from a 
well located w1th1n one thousand ( 1,000) feet of the leased prenuses and completed tn the same producing reservoir, or m any case tn "'h1ch drainage is occumng, the right to conunue to 1113tnL'ltn 
the lease by paying the shut-m 011 or gas royalty shall cease, but the lease shall rematn effecuve for the rcllt31nder of the year for "'hich the royalty has been pa1d The Lessee 1113y maintain the 
lease for four more successtve years by Lessee paying compensatory royalty at the royalty rate provided m the lease of the 1113rket value of production from the ~~oell causmg the dramage or which 
is con1Jieted m the same producmg reservoir and w1thm one thousand ( 1,000) feet of the leased prenuses. The compensatory royalty IS to be p:ud monlllly to the Comnuss1oner begmnmg on or 
before the last d3y of the month followmg the month in"' hich the 011 or gas ts produced from the"' ell causmg the drainage or that1s con..,leted m the same producmg reservotr and located .,.,tJun 
one thousand (1,000) feet of tl1c leased premises; if the compensatory royalty pa1d m any 12-month penod IS in an amount less than the annual shut-m 011 or gas royalty. Lessee shall pay an 
amount equal to the difference wtthtn thirty (30) days from the end of the 12-month penod; and none of these provisions w11l reheve Lessee of the obligauon of reasonable development nor the 
obligation to dri[l offset wells as provided in N.R.C. Section 52.034; however, at tl1e detemlinauon of the Commiss1oner, and wttll the Conunissioner's wnnen approval, the payment of 
compensatory royalties shall satisfy the obligation to drill ofiSet wells Compe1tsatory royalty paytnents which are not timely paid will accrue penalty and utterest 111 accordance wtth Paragraph 5 
of this lease. 
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13. EXTENSIONS: If, at the expiration of the pri1Tl3ry term of !his lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted 
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary tenn, file in the General Land Office wrineo application to the Commissioner 
of the General Land Office for a thiny (30) day extension of this lease, accompanied by payment o f 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 Commissioner shall, in writing, extend this lease for a thirty (30) day period from and 
after the expiration of the primary term and so long thereafter as oil or gas is produced in paying quantities; provided funhcr, that Lessee 1Tl3y, so long as such drilling operatiozts arc being 
conducted make like application and payment during any thirty (30) day extended period for an additional extension of lhiny (30) days and, upon receipt of such application and payment, the 
Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional 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 hundred ninety (390) days from and after the expiration of the primary term unless production in 
paying quantities has been obtained 

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said 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 Oood 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 therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amowll 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 
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event 
of pollution, Lessee shall use all means at its disposal to recaprure all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. 

(A) UPLANDS: Lessee shall build and maintain fences around its slush, 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 thereon. 

(B) SUBMERGED LA DS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or suppon vessels, production platfom1, crew or supply boat, 
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non­
biodegradable items. A sign must be displayed in a high traffic area on aU vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or 
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture." Such statement shall be in lettering of at least 1" in size. 

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

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

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

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly 
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the traztsferee upon the prior written coztsent of the Comntissioner of the 
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or otlJCr security. All transfers must reference t11e lease by the 
file nwnber and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be 
filed in the General Land O ffice within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and 
penalties owed to the State by the original lessee or any prior transferee of the lease, including any liabilities to the state for unpaid royalties. 

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by record.ing the relinquishment in the county where this area is situated and filing the recorded 
relinquishment or certified copy of san1e in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescn'bed by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or cenified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any liability theretofore 
accrued in favor of the State. 

19. LIEN: In accordance with N .R.C. Section 52. 136, tiJe State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure paynJentofall unpaid royalty 
and other sums of money that may becon1e due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other 
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds wh.ich may accrue to Lessee from the sale 
of such leased minerals, whether such proceeds are 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 to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor 
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 with or 'vithout coun proceedings 
in the 1Tl3nner provided in the Title I , Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such iztstruments as 
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the 
above-descn'bed propeny or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this 
lease forfeited as provided herein. 

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any swn within thiny (30) days aner it becomes due, or if Lessee or an authorized agent should knowingly make any 
false return or false repon concerning production or drilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by 
the Commissioner 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 knowingly fail 
or refuse to gi'•e correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log o f any well, or if Lessee shall knowingly violate any of the 
material provisions of this lease, or if !his lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under 

this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently infonncd of the facts which authorize a forfeiture, and when forfeited the area shall again 
be subject to lease to the highest bidder, under the san1e regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic tem1ination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another 
inten•ene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may be 
adopted relative hereto. 

21. RI VERBED TRACT : 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 coztsideration 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 an1endments thereto, promulgated by the Commissioner of the 
General Land Office governing drilling and producing operations on Pem1anent Free School Land (specifically including any rules promu.lgated that relate to plans of operations), payment of 
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without 
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be hound by and subjec t to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Adminis trative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135 
and 52. 137 through 52. 140. In the e\·ent this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other purpose 
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incident to the operation of a pon, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Section 61. 117 of the Texas Water Code, but Lessee shall 
be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special pem1iss1on from the 
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkllead line or from the nearest dredged 
bouom edge of any channel, slip, or turning basin which bas been authorized by the United States as a federal project for future construction, whichever is nearer. 

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall no~ in any even~ be pemuued to remove the casing or any pan of the equipment from any 
producing, dry, or abandoned well or wells without the written consent of the Comnlissioner of the General Land Office or his authorized representative; nor shall Lessee, without the wrmen 
consent of said Commissioner or his authorized representative remove from the leased prenlises 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 therefrom until all d.ry 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 prenlises 10 the satisfaction of the said Commissioner or his authorized representative. 

24. FORCE MAJ EURE: Should Lessee be prevented from complying with any express or implied covenant of thts lease, from conducting drilling operations thereon. or from producmg oil 
and/or gas therefrom, after eiTon made in good faith, by reason of war, rebellion. riots, strikes, rtres, acts of God or any order, rule or regulation of govenunental authoril)', then wlule so prevented, 
Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactOry proof presented 10 the Comnlissioner of the General Land Office in suppon of Lessee's 
contention and Lessee shall not be liable for damages for failure to comply there,vith (except in the event of lease operations suspended as provided in the rules and regulations adopted by the 
School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the leased 
premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor 10 abridge Lessee's right to a suspension under any 
applicable statute of this State. 

25. LEASE SECURJTY: Lessee shall take t11e highest degree of care and all proper safeguards to protect said prenlises and to prevent then of oil, gas, and other hydrocarbons produced from 
said lease. This includes, but is not linlited to, the installation of all necessary equip men~ 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 from theft and shall pay the State of Texas royalties thereon 
as provided herein on all oil, gas or other hydrocarbons lost by reason of theft. 

26. REDUCflO OF PA Yl\IENTS: lf, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unu that has been approved by the 
School Land Board in accordance wit11 Nantral Resources Code Sections 52. 151-52.153, or if, at any time after the ex.pirarion of the primary term or the extended term, this lease covers a lesser 
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or 
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the boundaries 
of a pooled uni~ or. ifaf\er the expiration of the primary tem1. the number of acres actually retained and covered by this lease. 

27. SUCCESSORS AN D ASSIGNS: The covenants. conditions and agreements conuined herein shall extend to and be binding upon the heirs. executors, administrators. successors or 
assigrts of Lessee herein. 

28. A1 T IQU ITIES CODE: In the event that any feature of archeological or historicalmterest on Permanent School Fund Land is encountered dunng the acuvtties authonzed by thts lease, 
Lessee 'viii immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N Congress Ave., Ausun, Texas 78701) 
and the Texas Historical Comnlission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undenaken to protect or recover such discoveries or rmdings, as appropnate Lessee 
is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas. Chapter 191 , Tex Nat Code 
Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, Jessee shall notify the Texas Historical Commission before breaking ground at a project 
location. An arehacological survey might be required by the commission before construction of the project can commence. Further, m the event that any sue, ObJCC~ location, anifact or other 
feature of archaeological, scientific, educational, cultural or historic interest is encountered during the activities authorize by this lease, lessee will immediately notify lessor and t11e Texas 
Historical Commission so that adequate measures may be undenaken to protect or recover such discoveries or findings, as appropriate. 

29. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied, regarding 
interpretation of this lease. or relating in any way to this lease or to applicable case law, statutes, or adnlinistrative rules, shall be in a coun of competent jw1Sdicuon located in Travis County, State 
of Texas. 

30. LEA~E FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this lease must be filed of record m the office of the County Clerk in any county m which all or any pan of the 
leased premises is located. and certified copies thereof must be filed in the General Land Office. The prescn"bed tiling fee shall accompany the certified copies sent to the General Land Office. 
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JON: This oil and gas lease must be signed and acl.:nowledged by the Lessee before it is filed of record in the cowuy records and in the General Land Office of the State ofTexas. 
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LESSEE 

BY: 

TITLE: 

DATE: 

EST 1\ I~Y W~EREOF, Witness the signature of the Commissioner of the General Land Office of the St3te ofTex.as under the seal of the General Land Office. 
~ ... .... 

~~: 
u..; • 

~ 
~ >-a ~ 

COi\l i\IISSIO ER OF THE GENERAL LA D O FFICE 
O F T H E STATEOFTEXAS 

APPROVED 

Cooteou 
Legal 
DC 
Exec 

STAT E O F ____________________ ___ (CORI'O RATION ACK.i'IOWLEDGi\IE T) 

CO 'TV Of ____ ______ _ 

BEFORE ME, 1M understgned authonty, on this day personally appeared. ___________________________ ___ _ 

known to me to be the petSOn whose name IS subscn'bed to the foregomg tnstrumen~ as. __________________________________ _;of 

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

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

Given under my hand and seal of office this the. _______ day of _____________________ • 20 ____ _ 

Notary Pubhc m and for _________________ _ 

TATE O F ______________________ _ (I ' OIVIDUAL ACKNOWLEDGI'IIENT) 

CO TYOF ________ _____ _ 

Before me, the undersigned authonty, on this day petSOnally appeared. _ ____________________ _ 

kno"11 to me 10 be the persons whose names are subscn'bed 10 the foregomg tnstrumen~ and acknowledged to me that tlley executed tlle 
same for the purposes and consideration therein expressed. 

Given under my band and seal of office this the. _______ .day of _______________ _. 20 _ ___ _ 

Not3ry Pubhc m and for _____________ _ 
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November 15, 2007 

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

Dear Mr. Smith: 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on October 2, 
2007. I am pleased to inform you that Marden Properties, L.P. was the high bidder on MGL. No. 
414, which has been assigned the lease number M-1 08403. 

State Lease M-1 08403 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

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

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

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

rcphcn F. Ausrin Building • 1700 ~orth Congress Avenue • A.u~rin, Texas 78701-1-195 

Posr Office Box l 2873 · Austin, Texal- 78711-2873 

512 463 5001 • 800 998-4G LO 

www.glo.starc. ocus 
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OIL AND G>\ S LEASE 
1'0 1'1 ·108~03 

Wll EREAS. punuoot to the Tu u Natunl RCJOw<<J Code Cbap<ers 32, 33, S I, aod Cbapt.er S2, Subc:b.aptm A·D and H. (satd Code bewJ bere ... ner referm! to u N R.C ~ ond subJ«tiO all 
ruJcs and rt&ub.tiOns promulgated by tbc: Convntu•oncr or l.be Gcncnl Lind Office and/or the School l...lnd Bond punUint thereto. and all other apphcablc st..Ntcs and amtncinwnts 10 :u1d 
N R C , the folk.lwtnK aru, to-Wit 

SECriON IJ, Ili.OCK Ill , I'UBLIC SCHOOL I.A,,D SURVEY, CULBERSON COUNTY, TEXAS, COI'o'TAINii' C AJ'PROXJMATEI.Y 640 ACitES, AS SIIOWN ON Til E 
OFFICIALI'IAI' OF CULB~:RSON COUNTY, TEXAS NOW ON FILE IN TilE TEXAS GENERAL LAI'D OFFICE, AUSTIN, TEXAS, 

WJI), .Iller IJctut ..July .ld'-'COI.)Cd, ofh:rcd for ka.sc: on the 1 .. day ur<ktobcr, ZOOl II 10 uo o'clock am., by~ CormliiSJtOncr oflhc: Gencrtl Land OffiCe ofllx Stale orru .. s and lhc School 
Und Bo;ud of the StJtc ofT cAd, forlhc sole all\J only purpo)c ofpro.spccru•c ;and dnlhaa for, •n(j prodtM:Ul& oalandlor ps tNt nuy be fowld 11Ml produced from the abo\lc dcscnbcd aru, :and 

WIII::Rt:AS, •• Iter 1111 b11.b ~aud rcuuuances wluch wetc tece•vcd up to uid umc hlllvt: been duly CUD51dcn:d by the CuuvN~SIOncr oflhc Oeuero~l Land Offtce o~ttd the School Uud Bo::.rd :u::. 
fCKUio~r uceun~ thereof Ill lhc: Ciencnl Und Office, on the 2" d:ay or October, 2001, hc~ugncr the •ttrccuvc date• •nd ,, W;J.S round lod dct(rTrdUCd tNt M.AitO~ f'ltOVERfl ES. LV. 
\o¥hosr .ldc:lTC'SS 1.5 6 UA YOU UR.ANOT, 8 EAUI\10., T, r EXAS 71106 tud offered \he tu,t-.tst ::.nd best bad for I !cue of the llC~ •bo~ dc.cnbcd •nd I.S, ll..:u;(Ofc, enUUc:d w rn.el\'e ,j k~sc 
thereon 

NOW, rttEitEFOitE, I, Jerry E P;utcrsou. Connw.oncr of the: Gcncnl U.nd Office ofchc Stltc ofTc.c~s, bcrcwfter ~.unc.bnlH rcfcn~:d co .as •Lc.:.sor,• whu~ ::.ddrcu u Awa•n. Te.us. by 
YU1UC "r the authonty VOted '"rnt and '"cousldcntl011 or the paymc:uc by tht btn::ll'llncr doiCJWle:d l.cs.scc the swn of F'wr lluodrcd flfl)·Thru Tbout ,jlkl One tluadr~:d T"'UIJ AIMI 
001100 Ooll1n (S .. Sl, U O.OO), rc-ccrpt. of -.hteh lJ bcnby .ackDowlc:d,cd ,.nd u( lbc ro)'311rw:s, tO'It'mmts, SlJpYiatJOt\) and COndllJOnS conauxd •nd hen·by .. 1recd u, be patd. ~rvaJ ::t.nd 

pc:rfufmC'd by Lcuec, do hereby dellliSC, KJllnt. lase and k:t wno the abo"c mcutauncd brddcr the uclusrvt n¥bt to protpctt ror, produce and wke otl and/or ps bum l.hc "forc.s.ud arn upu11 the 
lolluwu•K tcnns and C(IUd&ltuns, ta.wn 

I lt£SE1t VA ·110N l'hcrc tS hereby uccptcd and rnt:f"tt.l to ltuor lhc full Wo( uf t.he prut~ny CO\ICO:d hereby ••.cl all nxhts wtth rct~l lu lhc ~wbec 11M! subsw"f;~t.c the~( lur .u1y .md 
..alltiUfVU:toet uccpt\hc.I.)C xr,jii(C~ •nd IO the CAtCIII hcrt:UI .,. • .nled 10 l..c:tsee. toa;cthcr Wtl.h the nshts or lllgJC.SS .u""-' CKfUS and usc o(~HJ '••Kis by Lessor and 14 !IW~ro~llcs.sccs, hu pwpo~es or 
t.:AtthJfiiiK fur untl $HOc.htCIUK lite nuf\4:n.ls wlut.:h arc not covered, or wh1ch fN)' not be: cuvcrcd 1n the future:, wKlcr the: tc:nns of tlus lease, but wluth u~.o~y be loc;~telJ wtthm the )wfac.c: bowKbucs 
ul tl~ le:.~cd ure;~ All ulthc uuhl:i 111 011kl to the l(ucd prem•ses retuned by Lessor 1n\J ,jll uft.hc n,Jus tn .aOO tu the lcued prcnuscs ,nuted to Lc:nc:e hcrc111 sl~ll be c.t.ertbCd Ul iU~.:h ,j nanncr 
tJul 11Ctthcr slull unduly 1111crferc With the upc~I.OIU of the Utl'ICt 

z rEitM SubJCl:l lv 0~ other ~R)VlliOUS ~reor, Out le.ase sh.all be ror :J tc:nn uf nu (SJ }Urt: frurn the elfe\.llloC tl .. te hc:rcof(ltcrcul Lollkd •prun.uy Um•*} .lnd IS lun. thtruller J S Oil ur 
"n 1.) pruduccd 111 P-£)'111" t~u.mhhcs lrom S.ltd atl'a 

l. OH . ..A \ ' ltli\ rA~ U IIU '*ellts cUt••nct-.:nl un O~e laJIII.II.ctcb)' lcucd un ur be lure !.he ,.,a&UY'CB.Ot')" Wtc u(\ll.l.) k.~>c. tJuS. k:o~.)( ).lto~ll kiiiiUWI\C • ~ t»L.d1 p.ar\Jn unk.h de Lc~.)(C uu ur 
bclutc utt.l u .. ac :.luiiiJ;IY Ul' lctlll.ler 10 the Cullllt&Utunct u( t.hc Gcucr,jl t...•d on~~.c ur l.hc St.lll: ufTc.uJ •1 At.UIUI., Tc ..... s. t.hc ••nuw•l ~pt:l:tlicd In UIC lolkihLII. schcduk llluJIIploC\J by the: 
uwubct ur aun Ill tltt' pti."IIIU.e.), which ,h .. II upcnte ·~ • ft'IIUI ... MJ LU\'t:l the pnvllcc.c uf dercmn, lilt: cun•ltct"'!..Unelll or a well ror twelve ( 11) UI(HIIh.) frum J,jkJ ~~tr In hkc uunncr ,jnd upOn 
P.IYIIICIIb ..,, lenders oi .. IIIJWII$ )t:l UUIIII the fui~WU'¥ ::tlhedulc, the C.:UOwntOt;eUtc:lll ura wclltnJy be further dcfern:d rur i IU.:e pcnod ul tit( '-IIIIC IIWI!bc'r urn .... I'd 

A•uuvsQilrv D;ltc ()clay ISsnlfl ocr Avs 
fl~l s soo 
ScwncJ S S.OU 
I I111U 
Fuunh 

UlOO 
nsuo 

4, l·•lsOout-no"" HOYAL fi ES SubJ«I 10 the provuiOf'b for ro)';~hy r~uth\lns set ttutm subp,jDVotPh (~) ofthu p.nr,npb c , upun produc1Kin ul o•laudtJr ,u, the l.cn« .. ,rcss 10 po~y 
or C.IU.5C 10 be p:ud 10 the Commru.ancc o(che Gcnc:r21 Uukl ocriCe In AUSlUI, Teus, fur the usc ~nd benefit of the SLJit~: o(Tcus. durul, the lc:nn hcr~:of 

(A) OIL M • N~lry on oil. \o¥hdl 11 defined u tneludu:t& all hydroc;ubous produced ~ a bqwd ronn a1 the: mcNth of the 'llfrlot:ll •nd :dso .til tDn..klu.Jle, danrlbtr . .. ~ 1thsr b..t~ 
h)'droc3rbons 1ccovcrcd from oal or ps tun throu&b a se~l'1tor or other cqwpmtnt. u bcrcmaftcr pro'I'Kkd, 1/4 pan or the- cross prodLA:non or the: mtrket '~luc tbC'rcor, ~• the: op110n of 1M 
les.sur, sueh ~luc LObe dctcnnancd by I) the hlr.bcsr pQloiC:d pnc.c, plus prcrruwn. 1h11y, olfcrtd or pakl ror otl, condeD:i41C, d.tsnllatc. or other bqwd h)'\lroarbons. rcspc:cnw ty, ora hll.c type and 
¥r..v1ry an the ¥CI1Cr.11 arc:. where: produced and when tur1, or 2) the highest m;ukcl pnce Ole reo( oO"ered or paid lD lhc xeocr .. t ~rc:J whtrc produced and wbco run. orl) lhc JfOSJ prCKccds oflhc 
ulc thereof, wtuchcvc:r LS the pc1ter Lessee a p-ees that before. any c...s produced from the: land hereby Jc:ucd tS sold., used or processed u:~ a p~nt.. n \¥all be run lice of cost ao Lts.sor throud1 ~n 
.. dcq\dte o•l and lOU s:cp::~.r.uor or convtnoonal rype or otbcr eqwpmcnt at lca.st as dJictc-DIIO lbc end that all bqwd hydrocarbons r«ovcr .. bk: &om the s.u by SIKh arcans will be rtcovc:red Upon 
wntlcn consent of Lessor. the rcqut~cmcntlh<tl sucb t-'S be run throu"' such • separator or other cqwpmcnt ITQY be: wa1vd upon such terms and conch nons u prC"scn'bcd by Lessor 

(U) NON-Pil0C£SSEO CAS lu a royalty on any ga.s (weludma O.red c.u), wlticb IS deflll<d » •U bydrourbons an<! ca.seous substanc<J not de lined o; o~ on subpar.tJ111ph (A) >bo•-c, 
prod !ICed flom any well on said land (ucept U provtded bereon Wllb f<sp<CIIO ps pf1X:eSKd Ill I pliDI for Chc Clii1CIIOD Of psohn<, bqwd hydrocarbons Or otbtr produ<lS) IJJ pan of the poss 
product.ton or l.hc nwrkct value tltercor, at the opnoo or the l.c.ssor, such value u, be ba.scd on the bighc5t nurk.ct pnce p11d Of offered (or ps or C0111'1nblc q1J.1hty '" l.hc cencral •rca where 
produced and when run. or the cross pncc paad or offered to the producer, wtucbcver tS peale, proY1dc:tl tNt Lhe mu.unum prnswt bas:c U1 mcuu.rina the ¥U Wldcr lhd lease conrnct shall DOt :~t 
.111y lUIIe u cccd 1 .. 6S pounds per squ:uc wch absolute, and the sundard bus tc~ralute sbiU be su.ry (60) dc:Ctcc:J FahrcDhc:n. conecnon to be: m1dc for pressure accordu\& 10 ~yk"s Law, 
mnd for spc:ctf.c &nVIty accord•OI to tcsl nvdc by Lbc Balance Method or by l.bc nJOSt approvt'd mctbod oftcSM& bct.o& used bylbc: Industry al the tunt oftc.1ttna 

• • • • • • • • • • • • • • • • • • • • 
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A CERT1F1ED C"' 'Y 
·IT~Of ;;-COUNTY CL.E.HI( 
ATTEST: .-.?" ~ £ Jaa <.( 

® 
t;NOA MeDON LO: COUNTY CLERI( 
CUI.&ERSON COUNTY, TEXAS 

•• • • • • • • • • • 

~JVL~ /) ~ DEPUTY 



(C) PUOCESSEO CAS: As a royalty on any "u processed LD a guulmc pl•ut ur OltM.:r pl .. nt for the rrcovery or Kasolinc: or other hqwd bydrocatbons..!L!!. p.1 t of the rc:stduc au .-ld the 
l1qu1d hydrocarbons utnctcd or the market value:: thereof. at the opuon of the Lessor All royahJu due bcrc1u st~U be bucd on onr hwk1tc:d PftCcut (IQO-/,) uflhr tot.~ I pl;ant producrton ofrcstduc:: 
~s :aunbu~ble to XJJ produced rronl thu leuc, and on nny pc:te:eot (50'~) or that pcrteul •ccrwux to Lc.ssee, whldtevcr ls the ¥fUlt'f, or the totJI plant prodi.ICl·UII or hquid hydsoc.JrboiU, 
• llnbuublc to the ps pruduccd fromtb1s lrue. proYlded lhlt 1f hqwd hydrourbons ttn: rtc.overcd from xu procmcd w • pl.uu t.a wh•ch lessee (or~~ p;arcot. sub~.td, .. ry Of aff"l.ll:.tc) uwu.s ' " 
mh:n:sl. t.bcn the pcn:cnl.l¥c 2pphc:able to hqwd bydtocatboas sbaU be fifty pcruut (Sc>-;,) or the hi,hcst ptrccnt :.ccNm& to a lbud p;.rty &,~roc.:C.SS1!1¥ KI.S lhtouth sv..:h pbnt Wider il protQ.)Inl 
2¥fcelllcnt ucgooucd ~~ ~ntb' len1th (or tftbcrt: tS no auc:b &turd pany, the tucbcsl pcrcrnt tbcu bcw' spc<:afiC'd lD pfC.M;UJI.D¥ •vee menu or coutncts ua the wdustry). ¥11"~1it.hc:"er as the I'O•ct Tbt 
rnpa:Uvc rvy.~lltc) on rcsKiuc '-"and on hqwd hydrocoarbons sh:IU be dctem•rtel.l by I) the lu'hdt n'-lr.t.a=t pnc.e p1M1 Of oUCrcd fur •oy au (or ilqUJd hydruarbous) o(~•~blc ~u.ahty lfl tloc 
¥e1.rr.d •n:" ur 2) the ¥rus.s pl"kc ~~d 01 ofTcrcd fur SUI.b ruid\ot" ~.,: (ur tbc wtta;bh.-d .lVU•tc ~ '\tllll•i pnc..e fur the reJpa.Uwe .,-•du uf hqu~ h)·drourt:Jocs). ""'t&AIIC"ff u ti-c puler In,.,. 
cweut. IMJ""c:wcr. )I~;~ II the N)'Jh•cs ~)'.lblc uurJcr Ou~ pir•¥fo11ph be lc:ss than the: IOyJillo whK:h wu~ b;.vc be-en t.IUC' luiJ lhc p) not bnu pnKcbcd 

(0) O l"l l .. ~k l'ltUUUCI :,: A.s :1 roy•lty un c.ubu11 bl•t. k. s-.Jphur ur .my ollk'r pu .. ,h-..:b p1(-d~ed (If UQhuJ,.:t~ &u111 1"; (uteptut' hqu11J b)'\1tvc.llhOnJ) "'bcthcr uMJ C.J.J ~ 
.J)III¥1K"•I.I: ·Jry• ur JU)' uthcr .:o~s, by ful:.ttun,liiiC. butiUI'¥ ut ::.uy ulhcr Jlh~c»lll,, Ji!!.JUI'\ uf l:tUi.s tJO..M.h.-.uun uf )UI.I/ prucJ"'-b, ur Ox: nt..lrlt.cl v.lluc tJu:reul, -' I the ppttvu ul Les.wr, .~ou.:h 

m..rkct \'Jiuc tube Jctcruunc~ •• fuUows 

(I) On I he b..) I) uf IJl( lua.\IIC)I III.Jrlt.c:IIHl~e uf t.6t.h Jll"\.IIJuc.:l, dunn, tJw .wn'C uuuth 111 wllk.;ll )~A; I! prud~J~.;t b vroJUt.cd, ut 
(l) On tJ~e ~SI) ul u~ "vcr.a.:\" ¥ 10» s.ale pl"k.e ol e .. ~:h vrod~t fur lhr SoAllk rruuth •n Nhidt )!.x.h ptuJ~o~~.:b 4IC: pr~ . .ha.ctJ, whn:hc\<Cf I) lhc "e.atcr 

(£) VAIU;\ULE HOVAL r\ (i) SubJeL.t w lhe other pruvt:tlUib u(\htJ le4-.<, 11u: !M.:~IJ) rrovu.k..t lJytm the cvtut pfWuc:uuu m t•JYIR¥ ~wut•t•cs ~a ubi•.) II('~ pws~.Unt tu the ltm~ t.JI 
thl) IU.)( .&lw.J .JoU..:h pi\.MJt.a;lJOII I) brou.:ht un I lilt: .aiKI ' " lcs there-or .arc I.:OIIUik•Ke~ 'Ailh.IU elch1cel1 (I~) IIIIJUlhs ur the ciTe~.tllfe dlte hcrc~Jf, l.bc fO)'<Ihy (3\.c provKJe.t herein ~lyiJ be tcdu..:cJ liJ 
20'1., .liiiJ ,h., II Jpply to e•~h loul1sc~uc11t well dolled and prod~A:cd on the Ia~.! ~¥\:led b) ll1~ lc:.K PruvttJed th..t. lf dutlnC s~h et,tuccu (Ill) moatb lcnn dunu, .... h~h Lnsee 0\ly cam 1 

redutcJ ru)')hy r;atc ul 1~:. ".JS hc:r\:'in pruvukd. Lcuc:c should dl1111n ~ood fa1U1 ,,-.~ wniplclc lhc fll"St Vrocll u ., dry bc:e 011 the fJ1N CU\·ercJ by trus lc~sc. luicc m .. y rcUI¥f 4 We-e (l) nClnlh 
C\ICI\Sklll ur the tcnn IU whl\;h tu eo~OI .. rn!~d ruyllty r4te by c•vcnc nohu IU tl~ con .. ru»tUncr llf tiK Gcncul Ll•lld onK.c , ~.:ommc:ncm, l.lli1lu•ll ~nltCHU: on .... ... ..t..t•IIOIYI .. en prtC)f lo lhc 

nplr.6h011 ofsUt.:.h lhrrc (3) ua..mlh pcriO\S <Jnd prouwiUlJ d•hctotly ;and w cuo..J IJ•lh the drtlllh~ ur suc:h 4c.JdJWft41 wcli.JIIid COR!piCtul' U'1'1C to Uwt ptvdUC:tJOII YJ P" ~· ·"' ~YIIIIIhC) Ill C11.ibfat'IC~ 
JlllJ .JoO tlut .JoU\.h prudocttUII I.S bruu.,ht t.Jn hue IIMI .... tQ thereof ~re cunvncnced vnor k) the ea.piniiOOn uf .JoUt.:.h Wee (l) uuntb uteO>ton pcnod. 

(n} In the event prOOuc..uuu 1n p,.)'ln¥ ~l.l.lllllltCS La nQbh~hcc.J pursuam to lht ltntl$ ur lh11 lc..sc- oukl:~~...:h prodUl.:liUn IS broucht uu lu.c outd wlcs thereof arc -.;oU411CIKtd 1tter tl•c c.a.l.lll~huu 
uf.:1~lii\:C:II tl¥) 1110111tb fn.un the clfc~Uve dJI.C h.:reufbut pnor lO the upU11UUU ull\llltllly·fow (24) tiUUltb &umlbc dTet.:tiWe d.Jie hc:reuf, the ro)'3lty r11e pruVMJcJ hcrttn stull ~ rcJU~.:td to 
12 .S% :uMJ sh~ll o~pply to c.;ac.h sub.)equcnt well dnllcd :a1ki produced on lhc: l•od ..:overed by Ous leue.. l'tovNSed that. 1f dunua such su. (6) rnontb tcnn d~.~~UJ& whteh LtlJoCc na)" e~m , reduced 
ruy;ally r'"Jte of22 .SY. u: hcrw:u1 provtded. Lessee shouki dnll U1 aood r11th and complete the (U'St \loell ~J a dty hole ou lhc-l:.nd coverC\1 by Lhu lusc, Lcuce ~no~, rec.c:1ve :a three (l) momh 
utcns.on o flhc tcnn m wh1ch to cam 1 rtdueed roy•lty f1tc by IIV111& oottec w the C(.lfN!U).)'C)DCt of the Gcocnl Laad QffK;c, cununrrtL:ut" dnlhn& opcn.uons on~" ·~•nonal.,.,.cll pnot 10 llle 
~-'PIJ"lJitOII of such th.rn (l) nQnth pe:nod and prosccutin& dlhgcnlly tnd U1 &ood r:~ith the dniJWC OfS\Kh •JWoonal ,..._ciJI.JliJ COU1)1tllf11 "me SO t.hJt producUOn W 5'1 ~'1UI Qu.lt!tlhe.S &S CSL.ibhshcd 
Jnd so tNt suc.h produchon IS broucht on lu1e and sales thc:~ofare comn'ICDCed pnor LO lhc up1n100o of such three (l) month u teos.an penod 

(F) NO DEDUCTIONS: Lc.ssec agrees th.at all royah1es accruing to Lc.ssor wader ttuJ kue shall br wuhout ded~A:ttan for the cost ofproducmc. tra.nsportu'\c, u..S otherwise ~Miuntlho: 011, 
gas and othe r products produced herc:Wlder ready for sale or usc 

(C) It OVAL TV IN K.JNO: Norw1th.sundu11 1nyOUna conta.med hcrclD to the conrr.&ry, Lu.sor nay, 11 1\S option, upon not lc.s.s than 60 days nouce co Lc:uee, re:qwrc at any 11n1t or 6om 
lllllC tO llll'IC that p.;r,ymcnt Of I ll Or any royalbCS I C:Cruin& lO Lessor wxler thiS k.aJe. be made tn lund W1tboUt dcdUCUOR for the COSt O( prodUCUJJ. llthcnnc. )lOMC,. SCplntul&o bUUll&, 

dehydnluiJ, \:On"rtsslnc. processinc. trlnspurnnc and othc,...IJc malun& the 011, p.s and other products produced hercWldcr ~ady for sale or u.sc Lesso(s nght to take its ro}':lhy '"lund stu II not 
d111unish or nexate l.c.sso(s nahts or Lc.s.sce's obhpuons, whether uprcss or U~hcd, uoder this lc:a.sc 

(H) Jll .• ANT F'UEL AND RECYCLED CAS; No royahy sbJU be p;a~blc un any .:n H may repn:.scnt tlus kuc's proportJOnatc share ohny futl used LO pnAcs.s .:,;.s produced hcreun.Jc:r 
111 )ny pnxcss1nl pbnL Nucwtt.hsundtnc anytlun& conllt.ned herem to lhc: contnry. and I~Jcd to the consent i.n wntll1¥ ofchc: ConvtUu.aner of the General Land OrriC.c, LcJ.l.« nay RCyt!e ps 
fur ps lin purpo~s on the la.;c:d prcma.ses ~nc:r !.he hqwd hydrocarbons cont~uted tn the au have bcc:n rcrll)vcd. 111&1 no royalhc.s shall be payable on the ps so rn.ycltd U:.lhl such tunc u d.c: 
U111C nuy there~ ncr be prudiX~ .and sokl Of \U<d by Lcucc 111 such INnncr u to cnutk Lcswr lO a roy.thy thcrcoa utkJer the roy.Jlty pto~IJtons cfLhu k:ut 

(I) f\. IINit<tl Uf\.1 HOVALTY: 0W111¥ any year o~ flcr the upU'IUOII oflhc pm n;,ry tcnuof tJus le;ue,1fllu! ka.se IS rmmt.uncd by pruducoon,lhc roy3lt1CS pahltJ l..c.Josor Ul"" c~cnl shall be: 
kss lllln •n ana>unt cqu;alto SS 00 per acre, olhcrwue, Otert stun be due: ~nd payable on or before tJ.c l..st cby of the moath suc:ec:cdltl&llte :.Mtversary dille cfttus le.•K 1 swn cqu:.l to SS.OO per 
" L:fe IC)J the amount ur roy.-lhes P.Jid dWln, d~ prcccdUI& yc:ar 

(J) MAkC INAL I'H00UC'l10N H.OVAL"I V Upon l....c:ssc:c's wnttcn appllohOI\ lM School 1..:-~llt..l Board nlily reduce Lhc roy•lty rate tel out U1 tlus pJro~cro~ph antVor the u-ummum 
roy;tlty set outu1 subp::.ncr.~ph .tl (I) to CA.IctkS the econorruc: h(e of tlu.s lc.uc and cnc:OWltti.C recovery of tul or -..s lhat 11\1¥h1 otJ~I"W"~c rcnw1n wue~.:ovc.rcd.. My ,vch roy•lty rcductJUn must 
c~Jnfonn to lhc: n:qum:mc:rns of "IY School Land B0o1rd adnun1stnn¥e rules on tNs JubJcLL R..ly»hy m;ay 1101 b< n:duc.:ed below the apphc<~ble S\Oltutory mmm1wn 

s. 1\ 0 VAL rv t'A VMENTS A..NO lt£1'0RTS All royalties not ll.kcu ut lund ;lUI II be pltd to the CunUIU»IOnc:r oflhe Gc:ncnl Laud OffKc II Austtn, Tuu. ln u.e (o1JuwU1¥ mmnrr 
P.-ymcnt o( tl)yJity utt pi"UI.Iuc:hon of otland ps shall be .lJ provNSc:d ta the Nld kl forth 111 the Tuu Rc.:asttr RuJeJ cunc.nUy provtdc tlwt royalty un otii.S d~~e Jod "'"''be rn.c1vcd in tllC 

Gchn .. t ~nd Oll"ic.e 011 ur beJI)rc- the 5th day of the second n~Jath succccdUlllhc n_,nt.h o(product.ou. • od Nyo~lty on pJ u due and n1\Ut be rtCCIV'Cd lAthe Gtocr.d Uod Orrt..e ost or before ll~ 
1 Sth d.ay u(U.c ~,.,s nunth ,ut.~.:enlu•x lhc U'IC.mt.h ufproducuon. accontp:amc.d by the 1fncb v•t uft.hc o.,..ncr,ngna¥er or other aulhuru.c.d .,enl, tutfl)kted tn the fi.Jfll\ and n~~&nocr prcxnbcd by 
the t.jri.CI""JI Laud OO'"KC lfi.J show Ill' OK 11\1» .anuunt.md diJ.ptnlltQn or •II Oil .and ¥"~ pf\Jdu..:nl • n.J the nur\ct .... ,,uc cf the Oil u~J lJl. lO,ethcr With ~ copy of .n i!lAUJIII(11ts. fruHdJ 1,)1' rqlUIU 

c.:untlruun1 the: ''0» prUIJu..:hun, d;~pus11JUn and rn~rlel ¥~1YC u.:haJu1.: ¥>~5 meter rut.lltl,,, p•pc:hnc m.:e•pb . ..,..) liuc recc1p1S and oUter chcc:U ot mcnl01100. of •••uunt ,,rod~&ec.J ~n.J put 1mo 
V•Jl':'lmn, uuls. ur puub ..tlll.l '"~ lu~<.Jo or Ch ,:wr~~e .. ••I'll ttny ulhcr reporu or rcwrlob wh...:h the Gcnc.r<~ l t..•wJ OOkc n\ly rcqua.re tu "'C'IIIy ti.K .,vu pnxluchuu. diJp.,~~iho11 ~nd n\lrl..et nluc In 
;til Ulld llK" ;.t.Uihunty ol a ITlilliUier or 2tellt 10 ad lor the Losee herem rnust be lil~d Ul UK' OeucrJI UnJ oni~c ~ .. h royalty paytucut sh•lt be .acc..un~n.c~ by " dacd t.tub. khcdult. )11111J1Uf')' 
01 ud~r rcmilt.&IM:t.: ;tdvttc ,t,.,wut, by the .U)IKJM:d Vcl)(t'al Lind Off tee lu )c nwnbcr t..he .auuw•t 1.1£ M)'ahy bcw' P• NS on e:.ch !cue II LrsM:c pay~ tus IU)'Jit~ \Ju or bc'(urc th1r1)' (lO) do~)~ .. ncr 
the IU;<tro1hy P-'YIIknt w:as due, then l.t).Scc O~NCS ' pc1~h)' ufS% on the roy .. hy or S2S 00, wluchc~o-er I) Kft.lltr. A royaltyp.lyn~ent wluc.:h Ill uvcr thtny (30) tb)'1 btc ~hill .... uuc a pcll.lit~ of 1~1:. 
Ul lllc t ~yo~hy l.luc ur SlS U0 wlut.hcvcr IS ¥1Uicr Jua\IJJhOII to :t pcn:~lty, roy.lhln )IWU .6\.t.nJC IUICIC)t -'l• r.ll~ u( 12% per )'U f", S\M;;h IIIICieSt w11! bcltD JCU\I.LU. \•lknllte N);tlry I) iiA.1Y (60) 
t.l.6)'\ U\ICn.luc AlliW~•li .11td supponmx. documeHt.s wluch •rc nullilc:d when due llh.tiiii'KW" ~ P,:ll.tlty ln ,.m •n10w1t SCI by the Ciencnll L.md Offit.:e :1dnumstnt1~·c 1We .,.,.hK:h tJ tffc..:m~ ~n U.c 
rJo~lc wlttn the Jlhd.avtb Ul )uppunUig d!XWlcnLS were c.Juc The: Lc:ua: ;hall bur .:all re)puU.ilblhly lor p.ayw.: ur cau.tm' rvy,lt•~s 11.1 1Jc p.;ud .u procnbcd by U~ due tl.atc- $JtOvKJcd herew 
l'o~yua.:nl u lthc l.iclu'4UC11c:)" pc:IUII)' sl~oalllllllt.J w"y U!k"hr.tc tu p1olub11 the Sute's "''" ul lurfc1IWc .r.i PfU~It.l'-..1 by l"w uut ttl I h.l pustpuuc IJK: tLate un \l;tuclt roy.&ltres Vroelt' un,nully due llk' 
.6bu\<C: .~II ... h) I.IIUYISIUII.) .:ihJIInot JtJPit Ul ~:.St.s ol Lit!( c.JI)pu.te ""' IU Ute Sl:ll~·· pu11MJU ur 1.1..: fU)'Jitt tlf w OWijKJflkJII of Ute ruy.dty 1ft t.llfpule ..AJ lu ,.ilnurltct VJIUC 

" ,,, , ltt-:..") 1-:U\" ~o: ~, l Of' l ltAt I~ Ar.O 0 r lt ~l( llECUIWS; l..t-S)(t stuli.&IUI~IIy lutm~h O.c Cuu•·k)~iuccr of lbc Gen<ri&l L.mJ Otr .... ~ Wltll lls bnt llo,n.)lbk CJIUII.IIe ur t.Jil JIM! ... ~ 
tC"\Cf'Ct wltkrlyu1r. th~ k;.nc Uf .JIIuublc 10 t)u) 1t:.1..C .u-.J SluU funush $.lid (OIIIIIdQUot'r ¥11>1lh c.:up.n uf JIJ CUIIU".M.lS w..Jcr whid1 p~ U wJd or pf'O(CS$aJ lnd ;,tl J~nt 4&JCC.iiiCnU .J"" 
:.ulellidllll't•t.s lu SP.kh t.ut•tr.J-.;b \~oollhmtlurty (lO) dol~ .-ncr C111eru1' tnto ur rnllW•l s..:b contr .. U1o, J~CIIIC'hb Uf .. u~eu1,hnentS SU(h cuaU"", .. I.S Jnd ~¥Sc:t"mtb'-' ,.lJt1, tetcl •nJ by lllc GctiCr.l t...•wJ 
Ollke -.lwll ~ hckJ Ill c.vulf..kt .. e by the Gcn.:nl l...u.J on·kC Wllos utbcrwtK IUU)CJN.ciJ by ·~« J\11 u~r ~ootn~ts .w..s fn.l!n.b: JkNUUIIJ cu tl.c pru.!4a. :ioo, b"oll"pon...!t~ gk .md 
IIUfiu,:llllat ul lhc ud ... MJ l.l.ll pu•.h .... c~ 011 f.OII~ pn:uu~~:l. u-.IYdllll Otc buuls llld 'IK.t.""UUnb. rncapts 40..S d•:fCiur,c:t or •II ..... ells, WJ!.U .. p.JUIJ. f'ICICD . ..lud ptpe;jll(") l h . .:aU ... •IILIIIIC1 be :.ubJeLI 10 
uopet.l.on .11~ c'"'nUIUIMJn b~ LIM. l:u•umi"kM~er ul U.c: Gencnl U!Jd OtT-.:c. lhc: /\Uumcy <ic1tcr.1l, the Gu~oocn~&.~t, Of lfc ~prnc-uUCI\o\: uf I fly u( thc11\ 

( IJ) UIULLINt; lti::CUKU.S Wntt&;ll nutu.c \)f J ll upcr, huu.s ou Uus lea.)( sh.dl b<' subnuuctJ t~ the l.:OIIIflU.lolituner uf the Gc~r•l Lmd Omce by Lessee ur QSknnur tht (S) d.& f) bcfurc )pud 
t.IJic, wc.ukovcr, rc<utry, t~mpur"ry ab.tndoumcnt or pluK a1ll.l olbilltduumcut of in)' well Ut wells SULb wnucu hOtt~.:c to lbc Oencr..ll.Jud Ollicc shall mcludc t.otucs ul RA11to:.d CunV1ussron 
fonns ((H ;ppht;olhun tu dn\1 Cop1cs of well te~b. completiOn reports and piUtr;KIIIl rcj)Or\S 'hall bC" sup~hcd \0 the Gcuerul L;md On.ice Jt the tunc: tbc:y • rc hied wilh the Tt\U R...1lroad 
CuuuiU,:SIUII Lc::.llce ~It• II $uppl)' the Gcner-11 L.;.nd Orti~o;c wuh any records, mcmon1kJ.a, iii.:\OOWIU, n:poiU, cuttm~ •nd cures, or other Jufoms.thon rciJ Uvc to the opcro~Uun or the •bovc--dcscnbc.d 
preuu)C), wh1ch n~;~y be requcJtctJ by Lhc Genen.l L:wd Office, u1 add1t.an to lhose herem upreuly provided for Lessee shall luwc 111 cle..:tnc:ala1k11or nuJ.w,ctiVIty H""C:Y nude un tbc bore·OOk 
SCCIIOII, (rom the bnc of th~ sWfiiCC CISU1¥ tO the to~ I tJc:plh Uf well, of all wells d.nllef.l OR tlte llbuwe c.Jescnbcd pren•SCS .. uc.J shill U..tRSnUII IM Cup)' Of the kJ. of \:4t.h SU/'Vey 011 uCh well to l.hc 
Genenl 1-Jnd omce Wtdun fifl.ccn ( IS) d.ays .,ncr t.he IN kin& ofsatd survey 
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(C) J•ENAL. TIES. L.cncc s~U mcur a pc:ralry ....,hfncvcr ~poru, docwncnLS or other rNt.cruls at!: no1 filed 1n tht Genc:nl Land Office when due Tht perulty (or Late fihna shall be set by 
Lhc General L:md OO'kc adnuiUStriCivc rule w~h lS crrccuve on the date when the: m:uentls were: due ut \he Gencnl Laud OfT tee 

1 . RETAINED ACilF-ACE: NotwlthstarwhnK any proVISIOn of thiS leue IO the cuntnry, a ncr a wcU producm& or c2p.ablc: ofprodi.ICIIII 011 or cu h.u tKcn COlllJktcd on the lc:.ascd prtll\I.S(S, 
Lessee •Nil ucrctsc the \lil1~rnce or a rusonably prudent opcntor m dnlhnc such add111on .. 1 Wf'll or wells as n\:1)' be rt..uon.ably nccrsury for the proper dcvclopmtnt or the leased prrrftlus and 
m n..,rkcuna!k producuon thereon 

(A) VEJtTICAL. In the event Uus lc.asc u an force and dTect two (2) ynn: :ane:r the upanr.,n cbtc of the pnm.11)' or u.teodcd ~nn 11 sbaU l.bcn Lrrma.nate u ~ :aU of lbc kued prtnusc~ 
~CEPT (I) 40 :acres sutTOundutl n cb o1l well npable or productn& •n p.ayma qu:aauucs and 320 Kru SWTO~IIII uch ps ~,~;ell ~pa.blc of producLDJin pl)'lDI qy..ntJhcs (ancludJns .a shut-tn 
Oil Of 1.11 wcU 1$ proYlded 1ft P.ar11P'3ph II hcrcol), Of I well upon whteh Lessee is thee enp1ed 1ft C.OOtlnUOUS dnJIU'I& Of rcworhn& opc-r.~rions, or (2) the nunmtr or JCIC:S mcludcd 1.111 ptodUCIDJ 

poolc:\J unit pwS\Qnt 10 Nuural Rc.sourccs Code Sections S21S I·S2 I Sl, or (l) such &realer or tuser owrbcr of ac.ru as m1)' !.hen be alloc~;tcd ror produchoo purposes &.J a prontuon wut ror uch 
such pn)ducm& well u.nt!er the rulu t nd rqub.tJODS of the Rltlroad Conurusstan or Te.us, or any successor •ceocy, or other covcmmcnu1 .autbonty haVln& JWUdJct•on. W•thsa 90 days of 1 
plnlll cemun.Jl1011 ofOus kasc IR ICCOttbncc With ttus subparagraph aod upon ~ymcot ofchc IT\Irumwn fihna rec set by Gc.acrJl Laod omcc tulCJ UJ dTccl II the hmt of the. plr1llllt11TIJ~b01l, 
L.cucc shall h.avc the: right to obu m a surface 1usc ror tnl!;fUS and ccrcss on and acrou tbc tcmunatcd porbon ortbc. lund prcnuscs u rNy be rcuon..bly oec:essa.ry for the continued opcn~r.on or 
the portJON of the 1n.se rcnwinmx 1n rorcc. 1nd effect lr Lessee fa1ls LO apply ror a surface lease wathm lhc: 90 day pcnod spcc16ed above, Lusc:e rN)' app ly for a swf.ace lu.sc from the Laod 
Off tee, but the Und Conurussioncr h2s lhc dtSCrenon co gnat or deny such appbcanon aDd to set the fcc for suc.:b surf.acc lcax 

(U) IIO IUZONT AL.. In the event dus leue lS lll rorcc aud effect rwo (2) )lt-&111ftcr We upll'abOU date oftbc. pnnury or utcnded term 11 sbJII (urther tcni'UJ\lle ..n 10 aU depths below 100 
feet below the to~J depth dnllcd (hcre&nJfler •deeper dcplhsj Ln c~ch \Ire II located on 1crnse rca wed w P.al1¥J'aph 1 (A) aboYe, unJc.ss on or before two (2) yc~rs ;aft~.r the pnnwy or otcndcd 
ocrm Lmcc poys '" •noowll cquaiiO unc·holr(ln) orlbc bonus ori&uully p>ld >s consodcroDOo ror llus lcuc (u spccua<d on P''' I bcrwl) 1r such'""'"''' as pud. Jus lcuc slull be'" fon;c 
omJ elfeclas tu :tut:h t.l«pcr dcpt.lb, ancJ SJJd tcrnwl.lli!JII $hlll be dcLiyccJ for .IU .add•hooal pcno.J or two (2) )'tart lid )0 tone lhc.re .. ncr u Uti"'""'' u prod~A:.C'J In p.~ylnc ~u.~nttllt'S (rotn such 
~eqwr lkptlb C\lvt:rt::d by dt~S lcbe 

(l") IOEN'I'IIo"ICATIO:"( A""0 ,..I Lit'tC: fllC )url.h.e .u.:rute ~Llwal hcret.UlfJcf .u 10 c..cb well )hall, b nnrly u pr.Klk..al, be Ul tJJC: lunnol1 SQt.t.:uc w•th Uoe ,\el l ~.ltcd Ullt~t un er 
dK'tcur, or SUL;h other sh.•pc » nuy be approycJ by t.h< School Laud Bo.ud. W1t1uu Ll:urty (JO) dJ ~ .1flcr p.1rtwl lcnnw.Uuu or tJus lease .u pruvidcd IJC:fCU\, l.cb« \lllU ne\.wle 1nrJ rnlo)rd o1 

1\:'k-,.,c or rclcJ)O c1.1nbmm• .a ~ruJ.attory lcx;al d('$(npt-.,n of tJc .~~.rule •ndlor dcp~ OCJ1 rct..tUtcd hcteun.Jer TI"C tCC(.Irdc\S rdc• ;c. or a ccn1ficd copy ur nmc, ~h .. U b< riiN Ullhc' Gct~tr.ll 
LmJ Ollh.:c, .u .. cun-.,::.mc.l.l by 11~ film, frc prc.scnbcd by the Geoc:nl Un\J omce f\l.lcs In cffetl 011 the chtt' the rdCUt' l) fik(.) If Le:>SCt' ratls or tcf\beS to uctute .ul\1 rn:ord IUC:h relt'UC' or 
relc.a~ wllltllltUhely (9U) \J.t~ 16Urr bcu1~ requtJilcd tu d\l w by the Gc:tJCr.&l Uud Ollk.e, then th.: ComnUSsiUiiCr atlus sule tJ1S<rewn tNy Jcs,,n .. tc: b)' wnucn uuU.Jtnentlhc .&~o:n:JKe •lkVOr 
deptlu lu br n:IC'.tscd l~ercw..J\:r ,wJ ~~.ord 'uch IIIStiWIICIIt at Ln~c:c-·s e:Apcn~c u1 the: \.0~11y or cow111es '-'>he~ the: le;asc: IJ kx:•tetJ ::.1.J in l11c ofTicul 1ccurds of the Gellt.fitl Land Olll~o.r 11..J sur.:h 
~oh:)a,u.auun sh.tll be bmd111g upou Lebec IUJ all purpon·s If :at1ny Ill tiC ;,Iter tliC' c:llccuvc d.Jic ur the po~mJitennul.ti iOII IHUVUIUI~ herc:of, the: o~pplt4:.ablc rick! nate, .a 1.: ch.iuxcd ur Uu: well •• u 
\\ell~ lt..M.:.tled then:un .. rc red.;u.sthed lU lh.tllcss itCICiol~c IS tllcrultcr o~llt,)t.;.ltcd tu :s;ud well 01 twelt) (\)r prod~hou pwpo)n, thJs lc.tse slulllhc:u:UI'OR lenrun..lc .1$ &u .. n a~:.rn'" hoi thcrc:.altcr 
afll.M.'.tlccJ lU ),Ud wdJ Uf wellS ruf prod~.K:.tK)n pwpu~S 

¥ l)J." J.~i-;1 Wt-:LLS: lfotl ~ltd/Or xu shuukJ be prodULcd tn cummcn:ul ~wutttlcS {rum .1 .,.,ell ~.I ted ou LIOIJ pnv.ttelruwrJC!ol or ua Stoat.c lnd luscd ill a lesser ruy .. lry. whKh .,.,c:l tS • sthUI 
uuc thuu.~.u..J ( I,OCJO) reel ur the area UlCiuJed herem. Of wluch '""ell IS dnLtUng the lfU c:ovcrrd by ltus IC"ase, the l.cJkC shill. WltJun SIAl)' (60) da)'S after such U\lllal prOl.:ucUOa from the dnuunc 
....,ell Ut the well b;:;atcd wHhiO UIIC l.ho"nnd (1,000) feel liu1n tl~ :uc;a CO\oCfCti by t.hJS Ju)( bc110 In 'ood fatth 11.d prOScC~.ate dJh,entJy the dnll•nC orlf1 offset wdl uti the cfCI CO'tcrcd b)' thJS 
k:.bC, Qt.! )ut.h orfsc:l well )1~11 be dnHcd lO lUCia c.kpth u liD)' be n«.uu.t)' 10 pte\C:Il& IJJC r.&Nuc dtau~ae or the ;uel (0\'er~ by tJw k.ISC . .llkl tht: Lruce:, n••~oaacr Of Unller shall \Ue all ntc.ans 
t~t.:e,~.U)' 111 .a ctXkJ l;a1th crfWl 1u uukc lu..h orfscl well prudu...c 011 ••tdlor ps tn cOt•••.:rc..al qUJ~nllhcs Onty upon the \Jelem'lmJOOII of the: Commu:srOncf .aDd ••Lh hts: w,.,uen .. ppmvo~l, n.ay &he 
1).1)'11~111 of .1 t.:UUipC~toty tuy..alty Ah~fy U e obli&lltOrt 10 dnll ~n oflset welt Of "'ell\ ~qw~d w.def thu hncnph 

Y OltY IIOLEICESSATIOfl'l OF ljH.OUUCTIOl' OURJF\C IJk.IMARY T£R.'\1: tr. dWlllJ the pnnlilty t.cnn hetcofand pnor to t.hscovcry and production oro1l..,r cu on s.atdland, Lcuee 
should dnU o dry hole or holes thereon. or •f dunnc the: pnrrv.ry lenn here~Jf and aner the discovery and actual producbOn of ott or ps frorn the !cued prernues such pux1ucnon thereof should 
CC:.I.).C fro"' :any CJUSC, thiS lc::.SC shall nQl teniUI\3tC If On Or before lhc e\pU'IbOO O( SU. t)' (60) d.Jys from dlte of COf11)1eliOn or Slid dry hole. Or tCUJUOn or prodUC:UOO Lcs~e C:OO\menCCS 
.tc.kltltOIUI d.nlhnc or n::workmg opcn~t1ons thereon, or pays or tenders the. nul IMual delay rent.Jil 1n the same n\ilrulCr u provldc.d m thts lc.uc 1(, dunn& the lut yar or the pnn»ry tenn or 
\YIIhlll SIAIY (60) days pnor thereto,. dry hole. be completed and abmudoncd. or the production of oil or au shoWd CUlt: for any cause, l..c.ssce's nabcs shall fCr1Wl111n rWIIorce and efTrl.l Without 
funhcr opc:r1110ns Wl111 IJ1e op1r21t0n of the pnnury tcmt. and if Lessee hu not rc.swncd producttOn 111 p1ylna qUJnhhtS at the upU'Iuon of tJ~e pnmary term. Lcs.sc:c 11ar m.am111n lh•s lusc by 
CCJIK.IUCUII" llddiUOJul dnlhn" Of rcworlon& opc:r2t10n.s pursu.1n1 to Pan~pph 10. u.s ina the CA.pu-:aoon of the pnmary trnn u the cbtc or ccssauon ofproduchon Wldcr p, :~c11pb 10 Shouk1 ~ 
Jirst well or :.ny subsequent well drdle:d on the: 01bovc dcsenbtd bDd be completed ;as 1 sbul-tn Otl or ~s ... eu w11.hia the pnmilfy tcnn hereof, lessee nay resume payment of the ~.D~NAI rcatal1n 
the: s:amc manner as provkJcd herem on or berore lhc rcuul ~YlDI cbtc: foUowtnc the uplt1DOa of su.ty (60) dJys &om the date or con.,lc:boa of such shut·1n 011 or ps 'Mel •nd upoo l.bc: (o~tlwe to 
m.o~ll.c such payment. l.his lcue sh.aliJpso rae to t.c:..mun.ltc If 11 the upwuon of the pnnury ltnn or any t11ne LbcruOer a shuHn o1l or "'s welt lS Soatt'd on the luted pre •ascs payrrcnts may be 
n~t.k 111 accordanc:.c. ....,,th the shut-In provutons hereof 

10 CESSATION, DRIU..INC, AND R£\~ORKJNC: 1r. all<r lhc upon boa orlbc pnrraty ocnn. producaoa or oil or au hom lhc leased prcnuscs. a ncr oacc ob,., ,.d. sbould cmc &om 
:wy c .. u.a.sc, thlS lu.sc shall not Letmuaate 1f L.csstt commc:ncc.s .add1nonal dnlhn& or rc....,rlwl& opcntaons wttlun SlAty (60) cb)'S ;after sucb cesuuon. 1nd Uus le&.K shill rcma1n "' full force. and 
~lfect for so lone u such opcr.abCMU conn1•uc: 1n cood f.anb .and tn wor\nanhke m:arutcr w1thou1 lRienvphons tot.thnc more than SlAty (60) days If such dnllin& or rcworkm& opcn~bOns ruuJt'" 
the' pruduchon of 011 or ps. the Je:uc slullremaln an full force and efTc<:t for so lon& as 011 or au IJ produced from the lcued prcnusc.s m PIYU1& qu.antiUCS or pt)'mCnt ot shut· In 011 or ps well 
roy;alucs ,,, p1ymcnt of cotJl)Cnsatory royai!JcS tJ 11'13de u prov\ded bc:reU1 or as ptOY'Ided by law If the dnlhng ur reworlwl& Opcr~nons result 1n the. COJT1)lthon or a wcU u • dry hole, the !cue 
wtll nu1 tenrul\ltc tfthe Lc.nce convncncc:s add.JIIonal dnlhna or reworluna operations w1tbto SlAty (60) d.ays after the tOfll)letaon or the- well u a c1ty hole,and Uus ltl.SC' slull rtm:un 1n effect so 
lOll¥ u Lessee contutucs dnlhng or reworkltl& oper~uons m &ood Cauh and in 1 work.rNnhke nwlulCr wJthoutmte'"'pnons tot.~hnJ more t.h.an SlAt)' (60) ~ys Lessee shal 11vc: wnuen nouc:c to 
the Oener~l Lmd ontcc Within thU1y (10) d..ys o( any cess:won or prodUCIIOfL 

11. SIIUT·IN HOVALTIES: For putpOU:S ofthJs pan&r.tph, • ""clr means any well Wt bu been an1pd 1 well aurnbcr by the sutc aaenc:y ~"''"~JunsdJc.1MH1 over lhe producaon o(oll 
:wd Kh II olt :an)' tunc afler the upLIJhon of lhc: pnm;ary tenn of 1 kuc that. until beanx shut &n. was bctnK m~m~;~mc\1 10 fotee and eO'tcl. a well capable or produc:U1l 011 or ps 111 pa)"'n& 
qu.aniiiK'S 1J located Ul1 the luscd prtnusu_ but oil Or &.U 11 not beLDC prod~c:d for lack Of SUit.able prodUCbOO (tcthliU ot' l.ack Of I swtab'.c market. then leSs« nll)' ~)' aJ I shut •n o•l Of' JU 
roy..lty ""amount cq\.Qi to S 10.00 per acre, but UOI IC"SS tNn S l.lOO .a ytar for cacb ""'ell upable of prodi.IC•DJ ad or cu Ul p1)"U11 qUiotltJCJ To be dfecbvc, cxh II\IUal Si'tl•t·tn os.l or cu royally 
111~1 be ~td on or bdOfe (I) the u.p\llttOn or the pnngry term. (2) 60 da)'S ~Iter tbc Lcsscc cu}C.S LO prod"'e oil or cu tram the leucd premascs, or (l) 60 days after Lus.rc: COft1:ilrtes a dnU1n~ 
or rcwor\un1 opcr.atton '" accordluce w1th the kuc provts.ans. wluchc..,er cbte as latest If the ~l•uHo oll or cas ro~lt)' ll' paMJ, the lease shall be coa:sadcrcd 10 be a pt >duc1nl luu and lhc: 
p;~ymem ; ll.IU u.tcnd the tcnnofthc. k asc-for a pcnod or one )'Cit from the cod or the pnnory term. or &am lhc lint cb)' of the mootb (ollowma tbc: rnontlt Ul whKb productlOO c.uscd. and, 1flcr 
tl~t. 1r no sultJble productiOn facdttles Of SUIUbk rnarkct ror the 011 or &:IS cAJSts, Lessee may utrod tbc kuc rot row- nJOrc SucCQ.Jtvc pc:nods of one (I) )'Cit by pay1n¥ t'1e same amount each 
yeo~r un ur before the upu-:Uton of uch shuHn )'t'f 

11. C0~1 1'ENSAT0f.t Y ROYI\1.. TIES: 1(. dunn& tJ1e period the: lease IS kept U1 effect by pJyntcnt of the shut·UI odor ~u ro)'Jity, 011 or &U lS sold and dcllvcrtd 1n p.a)tnl qu:.nunes troma 
wclllontctJ w1thm one thousand (1,000) fret or the leased premaes and C.oftl)lcted m the same: prcxlucu1' reservoa, or an ~ny c.ue 1n wh.ch dnm:aae tS occwnnc. lbc n1h1 to connnuc to rNlll\ILn 
the leo~)< by P<JYIIIK the shuL-m 011 or I-'S ro)'<lhy sh.all c.use, but the kuc stu II rcmatn efTccn ... c for Lhc rtm1mdcr or the y<~l for wtuth tM roy:thy has bcc:n p,ald 'The l.cs,ce milty n11tna1n lhc: 
leon:c ror four more socc:ess•ve yc.Jrs by l.c»ct p:~11ng COfll)Cns.1tory royJity 11 the to)'llty r:atc proYMie!ol m lhc ka1c ofdM: 1n.arkc:t v1ILK or producuon liom tbc '*CU causm, abc dnw&e or whtth 
1$ c.:on~pletell it\ the $:11111: pr~ucm, ruervu•r anJ Within I,)IIC: thous;md (1,000) reel urthc: lu)(d ptciiV)CJ Tbc L0f11JC~.Itory roy.Jhy I) to be p::.ld monthly lO lhc: CDrlVIUU...ute.f bc,uuuna on Ot 
be lure the. 1JSl W)' utthe IIJUIIlh IOik>wul' the n•,mth tn wluc:b the Oil or I.U IS prod~cd tro.n lbc '*'ell t.:.tiOIMilhc dnt•ru1c ot NilS wn.,lcted In lbc UIIIC prud\ICUlC rcsco'tuand b..o~ted wu1Jun 
OIM: tJil)UJ.3IitJ ( 1,000) teet uf IJc lc.:.>al pr~tYicS. 1f Ute c:on1)Cnl.l\or)' roy.1hy paid Ul .. uy 12·munth pcoud as tn ~n .au ow.' less U\.111 \t.c ~nuwl shuHn 011 Uf cu ru)'lh)' Un« ,:,.,.u p.ay oan 
.tlla.>unt utu..t1 co the llllkrcu(;C wUhtn Uuny (10) d..J)') liom the= encJ uftlw 11·Uiuhth pcnud, .alAI UOII'C: vr th.:~c. PNVlStO&lS wLII rche'tC Lessee urthc ub1t&o~IIOU ur re.awrubk \Je\'ck,pmcot ntlf thC' 
ubl•c~ttou h.l t.lnll ulbel .... -..:u~ JS pu.w1drd 111 NIt C S.:..:tton S2 OJ~. bo""t\et • .:~t c.hc \lc:tcnluii" .. IMJII uf tl1e Cowum~IIUucJ • ..a:,J w•ll• tbc Cun\lt\IUlUUef> wnUcn .. wruv•l, lhc p.tyn)C'nt 01 

\:Uu.~era::.aWf)' nly.thi'C:S slulllhlll~l)' the. obltc.thun IU Jnll olbcl wc:lb COti~Q.).olkN")' N)'.&lty p..ynteltb wln~b .tre uul t1mc:ly pl ld wdl :.c~o:n..c pt[gh)' ,.n.,J M1tcrc,1 tn "'"'urW• .... r w11.h )';;~ro~~r-Jph S 
11ltltalc.~~ 
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13. l XT ENSIONS: If, ~c the eApwuon of lhc pnrn.,ry tcnn or tlus lc:ue. produc.:UOtt Clf Otl or gaJ I1.1J not been ublaancl.J on the leased prctnucs but dnll•na ope JIMJI\1 ~ bcm, conducted 
tltt:tcou Ut ~ood f••lh 1111d 111 >~ ¥ood :wd work.mlnhkc n•uucr. Lessee may. oo or before the e"p&r•uon oftbc J'nnYry tenl\ rik m the Cicncnl Und Office """!ten "PPI"anon lO \he Convnns.ancr 
ol Uw (;encr.al Lmd Olltcc for " t.Juny (10) cby c-.tcnsaon ol Lbu k..sc, ,Jc;COII~Utcd by po~yn1eutufThree 11M.t\U~ud OoU:.rs (S1,000 00) tf thu ln.).( co..,crs su hwwJu:d fony (640) xrcs or kss 
o~ttd StA fhous:and I:NII~rs (S6,000 00) tf thu tu.\e co..,crs u-.,re th:lo su. bundrcd rony (640) ..c:rcs :aJlrJ r.hc Cu.r11~.ancr WU. i.a "''"uns. utcnd lhi.s k.uc (ot ;a th&11r (10) dar pcnod &um aod 
.JI\cr l.hc CAptnhOn Of lhc pnnwty tenn and SO Joo& tbctC'Jfter lS 011 Of lU IS producc..J Ul p~ytlll qu.autttiCS, pro..,tdcd funbcr, tlut lessee nay. 10 lon& U such t.l:dhnJ, OpentaoRS UC bc~C 
CUiklUCI<d IN I.e hkc 1pphC:OIIOn ood poymcnl dunn¥ >uy llluty (JO) cloy u l<od<d pcnod for Ill ildd!IJC>rlollt>ll:IISICJO Of thuty (JO) !Uys and, upon rtt<1pl of SIICb 'I pbco- ond poyrro:n~ 111c 
Comrnw10ncr stall. en wnuna. 1p"' u tcnd th&S kuc: so lhat same sbaD rcm.na w force for SL~C.b •dd•bOn~l thU'ty (JO) d.Jy pc:nod and so lona 1hcrnfter u oaf or PJ as produced m pa)'U1I 
qu.:muttes, proVIded, ho'tl. c ... cr, lh:.tllus leu t shlU not be u.lended for nxuc t!un a total o(tl.rct hunc:1tcd naocty (190) ~ys from and aftulbc UJunuon of the pnmau ttnn unltu product10n an 
paymJ q~ntthcs hu b«n obu&ned 

,.. USE OF WATER~ SURFACE: l..c.ssec shall N. ... c the n1htto usc """~tcr produced oa s~ud bnd nccc.s.sary for opc:noons hereunder and 501ely upOn che leased pr~rruscs. proVIded, ho\llt..,cr , 
Lessee shall no1 usc potable wa1cr or water swt.abk for livestock or unpbon pwposcs for water fiaocJ open hans wubout the pnor .....,nco coDUnt of 1..e.s.sor SubJect &0 Its oblic~non lO pay 
surface dam:~ xes, Lessee s~ll ~VIt lhe n&ht 10 USC SO rrucb o( the swfacc. o( tbc land that may be: ruso~bly ocussary for dnllio& and Optf1ttng wells and tntfL:.pOnli1Jind nurkeun& the 
producnon there from. such u.sc to be conducted under condtnons or leas I U'IJW'Y to the swf .. ce of the l:and Ltmc shall pay surface dan&CJ 111 an amouot set by lhc Gencnl LAnd Ofl'kc fc:c 
schedule which iJ c:fTcchYc on the date when the at:UY1ty rcqwnnJlhc payment of swface danogu occun 

IS. POLLUTION: In dc:vcloptnallus area, Le.ssc.c shall u.sc the: tuchc.st decree ofc.arc and aU proper s.tfe1U1rds 10 pn::vent poUunon Wuboullmutt.aa the rorc1oUIJ,. polluuon ofG<N.Jtal 
'*edands, ~lwal watcrw2ys, n..,e11 and lrr.,owMicd water shall be prevented by the usc or conta.uuncnt facll•llcs sul'fie1ent 10 prevent spalla&c, supaac or pound water cuatannabOD. to the event 
of pollutiOn, Lc.ssce shall use all means at ats dispoQI &O ~CIIptwc 111 aapcd hydrocarbons or Olbc.r poUutant1nd shiU be rc.spoosibtc rnr aU dlma&c to pubhc aod pn..,atc propcttKs 

(A) Ul'l..ANOS: Lessee stall bwkl and maanu1n (cnc.c.s arowxt Its slush, Swfl). and dnP&~&c p•ts •"" tluk bancnes .sou &O protect lt\C.Stoc..k acamsl &oss.. d.ama&c or '"Jury, 1nd upon 
co"'plcoon or abaodonment of •ny well or "'ells, l..cuc:c shall fill ond IcY< I all slush ptiS ond cellars ond C:O"l'l<lcly clun up the clnltinc sue or all Nbb<Sb lllcrcon 

(B) SUII,\IERC £0 LAriOS; l'o duchafl< or solid '""'<or prt>agc shall be allowed tnlo S"'' '"'"" from any clnllmc or support veucls, produciJOn pt..uorm. crew or supply boo~ 
b~r1c, pck·up n¥, or other cqwpmcntloaled ou the leucd atca Sohd wute shall UKiude but shin not be llJI'Utcd to COGU\DCI1. cqwpmcnt, rubblih. plubC. &lass, and aJJY oc.bcr nn-1111dt non­
bM.ldcv;a~bk 1tems A s1an mus1 be dlSpla)"Cd ut a N&b tnfTw: area on aU vtucls and ll'IIMed pbtfonns st.aun&, •o,sc:hlrac of any solJd waste or &•rba&e U'lto Sbte Waters from ~ucls or 
plo~1forn• IS smelly prohibited and may JUbJeCII State of Teus lease 10 rorfcttw-c . Sud! sutcmeot shall be utlcl\cr\111 ortt leu I I" Ul SIU 

(C) lliVEKS: To the CA.tentneCCJ.).ltY to prevent pollutaon, the prOYI$101\S fowkllll subsections (a) ltd (b) ortrus PII'I&Jipb shall also tpply to n ... cn and n ... ertKd~ 

(0 ) l'£f'IAL. TV: F;ulurc lO con~ly wtth the re~~omemcnt! o( thtS prov1ston mo~ y ruult {uthe n~;~ ,lmwn pcu~lty allowed by law wludln& forfcuurc oftbc leuc: L-..sce shall be lllble for U>e 
t.filll'WKC$ C~UStd by Juth (a I lUte lind any COSts antJ npcns.o UlCW'nd Ul tlniWIJ, :UUJ aft"n;tcd by tJ1c dt~b:a.t,cd W.&JIC 

16 ro..;NTIFICATIOr"J MA itK.EKS: l...csscc st101ll crut. at • dJst.lttc.e not to uucd '""enty·li~ (2S) feel from uch ""eU on th~ prcnuses co"crcd by Uus kuc,, k'1blc ''P ~n wtuch stu II 
be ,utcd tl"M: IQnlc of the upcn.tor, the: lc&Sc dc::sa&n~t_,n •nt.l tbc \lldl nurrtt<r Where two ur uorc wells on the ,,.,nc lease or where wells on two or mort !cues an: c,.IM,~ 10 the anx t.an.k. 
b.allcry, whether by mdtYtd~l flow lw c:oru1ecUons d11cct 10 lhc ~1tk or links or by lAC or a muJuplc bc=adcr sys1crn, uch lane between c..ch '*ell aDd sucb llnit or header Joh.all be 1eP,Iy KftnDfted 
.at •II tJu.:s, e1thcr by a lim\ly attached U& or plate or1n KJcnnf.canoo ptt~perly p~ulttd un luth hhe at 1 dlSLJnce 11ut to ucccd Lhscc (l) feet from such un.k or header councct110n Said SrtnJ. t.ap, 
piJtc.s or other KJcntJficatjon m.ukcrs stAll be n\ltntll.f)(d Ul a ~c,ibte conchoon l.tuoo&ha~l the ttnn or th1s lcaSC 

11. A~IGNME.N 1"5: llte lc:~Uc n-gy bt cnnsfencd It 1ny 111nr::, prov...SC"d, bo...,.c\cr,IJ\;It the h~blluy or the tn~nsfcror \0 properly dac.hu1c •ts obh~tJOn under thL •OJ(:, mdudan' properly 
pluuu•' abJt-.k>tiC'd V~oclls, rcmov1n1 pl1tronns or papc:hncs, or ren'ICd•ataon of contJnun.aiMJn .11 dnll sues stu II PI-U 10 lhc tr1fb(erce upon the poor wnnrn cou.scnt oJ the Corrvnasaonc:r or the 
LcucrJI l.:lnd OOice ·rhc Conurtt.SSIOner 1r\ly fC'4t.Utc UIC' tnns(crtc to dcmonstr.~tc liiWKt•l tc)ponstbtltly 11111J l•wy rcqwc .. botW or otJ•cr sa:Wlty All cnrurcrs nMAI rcfcrcnc:c tJ\c h:ur by the 
rite tiUinbcr :atkl rnusl be rt:\:Un.lt'd 111 lhc county where the aru as k>eatcd. and the n:c:or~h:d tr.t1ulc:r or a wpy cen1lkd to by the Cowuy Clcr}. ur tlte COWll'f where r.he tro~tlS(cr tS recorded rnu.s1 be 
riled Ill I he Grnenll Llrxl OOitc wttluntunety (90) d.1yJ or tltc C'AC'C:Uh\JII tbte, ;1.$ pao ... k.led by NRc Sn;uo •• S2 021i, Jl.:t,;OII1J•II•eJ by tlte tilur' fcc prcxnbcd b)' the (j( ICtll Und omce Nie:S Ul 
t:llnl Ull the: LI.Jie ul CCt.ciJ)I Lly \he Ccnc-r.al U nd OITk.c or)och tnnsrtr Uf tentfltd t,;bpy thereof E\Cf)' lf'lut.<~feree ShJII )UCCecd to .u rt¥hiS llllkJ be subjr;(l 10 Ill ubhKUIOI\S, hJbthl~ts • • rd 

~lliiltlt''l uwC\! 10 the St;,le liy the ~11-lll>~llc:s:.et or :wy pnur lfit~lctcc uiiiH.: IC'oJSt, llk:ludlll¥. uuy lu•lltlrt..:s tu tl~ jt.lte lor wtJWd t'0)'2Ittc:" 

1¥ lt.t-:Lt:ASES: LcS)(t: nuy felllkfUI)h IJM." n&htJ 'ro~ntcd hereunder to the SLottc •I o~uy1u11C by recurd1111 Uac rcht'II.IUUtunC"nt tn tJK: cou.n1y "'here ttus area IS )lh&Jit.~ JDd fihn' tht rcc.urdc~ 
rt:hnqutJiuuc:ntur ccrltl~\1 cupy ors .. utc Ill ll•c Gcnc:r.ll l.atld OUKe Wll.hl/1 RUtCt)' (90) .,Uy, .lfttr lb C'ACWhOtt .au;UIIl!.ltUcd b)' tJ.c film' f.:c prCJcnbaJ by the Gcnenllo~ud OlTK.c rules U'l efin;l 
on dtt cble or re«lpt by the Gent•n.l Lmd On'~t.:c of'""" rchn~u•shmcul or c.:rtrfied ~.:opy tJ~en:uf Such rclllll{Ur:;hment will nut ba~ooe U)C .:tle\,;t of rcleJ'I.I'l' L.n.su float o~ny lubia.ty lhc:rc '' rc 
o~u.NC..J Ill (;a .....,, or Lhc Sutc 

J 9 Ll t::N: In .c~.:on:bnce w1tJ1 N R C. Sc~;.hon Sl llb, l.hc Sutc shall h....,c 1 fLnt htn upon •ll oil and au JHW~ trum the arc~ co"'eruJ by t1us \c4olo'C co~~ pa)'hiCnt of all ~td roy~h)' 
•MIJ ulhcr swns of m&,,I)Cy th.u may become due under tJt&S lust By ll.:t:quaur;t of UuJ leobe, LeSS« Kr.mb the ~Wle, 1n .addtOOn to lhc ltcn pru..,tded b)' N R.C Set.:Wd S2 ll6 and any oc.bcr 
:~pphublc st.alutory lten, om uprnJ c:ontncrualltcn on .and S(CUI'\ty tntert.St mall kdcd fi\U'ICDb tn a raJ e\Cf3t;.tC'd &om the kucd prtnl»CS. all proceeds ...,fuc:b may ac~n..c: &O Lc:.sscc &om t.~ sale 
of )ut:h k •sed nurknls. whethc:r t\.IC.h proceeds arc hcki by l..nk'C: or by; lh&rd pany, .and ~u ti.AI\UCS on and Ul"''ovcmcnLS to cbe luscd ptt:tt\I.Sc.s \Ued 111 conncctu.m w1th IJ1e producbou or 
pfQ\.es:uu" ur JUI.;h leased nufl(r~ls m order to sec w-e tlte ~.t)'lltcn1 of all roy.. lues Of ot.bcr ;an..,WI\J due ur to bcconlt d\iC under thas kue aDd to sccwc p.ymcnt of any c1a ••1n or k>ss thJC Lessor 
m.ay suO'er by rn.son \Jfl..rsscc's breach or any covcf\lnl or ~.:ondit10n orlhLS tease, .,.,.hf:Lhcr uprns ur I!T'4lhed Tlus hen and SC<un1)' mterut m;,y ~ fortclosC\J wtth or w1thou1 court procel:'dtng-S 
111 tJte m:anner pro..,tdcd m the Trt le I, Cluptcr 9 of fhc Tu•s Bu.sm.:ss 111d Conuncrcc Cudc Lcs~c a~u tl~t the COJM\IutOnc:r nay r~quLU Luxe 10 ue~o:ulc and rn:.ur\J such IRl.U\UIICilb as 
nuy be r~uon~bly nc~;css~ry 10 ukuowtcd,c:, a1uch ur pcrfe't lh1s hen l...c)SeC' hcrtby rcpresculJ that tliCre :arc no JlOl.lf or :tupc:nor Ileus .anstn~ from .and rdumg to Lusce·s ICit..,IIIC.) upou the 
:abo~o>C•tlc:ttnbctl property Uf frum Lc:.scc:·J :ac~UISitiOII or till~ t~:asc Should the ConU'IU.SSKUICf Ill t:IMY t.unc J.:h:muuc th.u lhtJ reprc.sc:ntAhOII lS IIOt uuc , thc:n the Coulllu~tancr rn.ay dtcbrc tJus 
IC:oi)C: (ur(ctled .&S pruvtded hC'ICIII 

zu. }o'OKFt; l·r u KE lfl.n~e s~ll f;aal of rcrusc 10 n'-lb U)C p.ymeut of any swn .. ,uuu Uult)' (30) d.ys allc:r 11 bc..:orncs due, or trL.cucc or •n ~utJ.or\lcd •acntsiM.Nld kno""'IIIJiy n•~C' any 
(;at~e recwn or f.alsc repon c:onccmutK productiOn or dniiUI&. or •f Luscc: JMII f,ul or refuse IO dnllan)' orTsel well ur wells m Kood fa~th as rcqwred by law ~ad the rulu :u d rc,uJat.toM ~led by 
tM Convmu1oner of the General Land Office, or 1f Lessee should fat I to lite rcporu ua l.hc mua,ncr rcqutrcd by b""' Of r"'' to corf1Jl)' wtth ndc:s aCid rc¥ubiiQQS promut~1td by the Gcocnl Land 
Offte:t:, the School Land 8oan:l. or the Ratlnwtd Commw10n. or refuse lhc proper aulhonty access lO lhe rccon.IJ pcn.nmoc 10 opcranons. or 1( Lusce or an autbonztd •1nt should k.no.,.,.tn&ly fad 
or refuse lD civc correct uUoma uon to lht proper 2U1honty, or knoWLn&IY rail or rcfuw: to (utNSb the: Gcnrnl Lan.J Olfa:c 1 concetlo& of uy ,.eU. or 1f l,.a;s:cc sbaU kno-¥1nJIY vtOIIt~ any ofthc: 
m:atc:naJ provu10ns of du.s kue. or 1f dus lease tS Wlpt'd aod the assipmxnt 1s not (i'" an the Oeoeral L.and OO"'tce u rcqwrcd by law, the npns acqwrcd under 

11us lcuc $hall be sub;cc110 forfcuurc by lllc Comnuu10ncr, ond be sball forfetl same "'llcn sutfiCI<nlly wform:d of lllc fociS "'luch aulhoruc 1 forfcuurc, ond when for felled lbc area •hlll>pm 
bt sub)(ct &a lu .sc ro the tu&hcst bidder, tmdcr the same rccuJations cootrollin& lhc oricwl sale ofleasd Ho-.cvcr, oothin& bcrttn shall be cons wed :as Wlavtn& the 1~1orracx tt:munaDon ofthtS 
lase by opcnnon or b w or by reason of any spcctJI hrrutallOn 1tu1ng hereunder Forfcllurcs may be scr astck and thJs lease and 111 nzbu tbcrcWlder rctn.nllcd bc(urc the n&hiS of another 
mrc:rvenc: upon sausfac tory eVIdence to the Conun.issaonet of the General Ladd Office of future: con~liancc wuh the provu.ons of the law aod ofttus kuc and the rules •od rcsubuons that may be 
Jdoptcd rcf1ttve hereto 

11 ltiVt: U.UED TRACTS: In the event lh•s &us< covtrs a nYc rbcd, l..csscc lS hc~by 1pccaHcally y.~ntrd the: n1ht of crruncnt domatn and condeovt.lflon IS vrovtdeJ for anN R C Sc~uons 
52 O?l-S~L09l, :as a p:an o( the con.s!dcn t10n moVIng to Lcnor ror lhc: eoYeltaua hcrcu1 m:&dc by Lessee 

11. A lJ J'LICADL£ LAw:; AND OltiLLING R£STRICTIONS: 11us lease Jhall be subJeCt to aU rules 111d rclu.lilhOns, :.od arneudn'ICnts tbcrcto. prornu.IJatcd by I he Ccrrwnus10ncr of the 
Genc:r.tl Land omcc aovt:mln& dniiiD& and producm& opcranons on Pennaocm free Sc.hool L.an..J (spc:c•fially tncluchnJ Jny rules pr'On'I1Jptcd Lblt relate 10 plans of vpcraDOnS), p.tyment of 
roy.Jihc.s. and auchtt:n1 procedures, 1nd shall be subJeCt to •II other VJitd sU~rutu, rule,, rt"ulo~uuns, orders •nd orduunc.cs th;at uv.y affect opcnuons under tbc provtJIOfU of tJw kue W•thcM.II 
fu tutm, the ,encnlity or the ro~,o•na. Lessee hctc.b)' :apcCJ. by c.hc acccpbnt.c o( thu kue. 10 be bow1cJ by •t-.1 JubJC'-t &0 .atiJCJruiOry lftd reaubtory pro ... u.ons rt!.f!n& co the Gencnl Land 
OffKc·s alold•t bdlln& nohcc ~ud ;~loldll hu M'-' procedures S.!d provutOns arc cum:utly tound It )I Teus Adnut•lSlr.Ul..,e Code, Chaptcr 4, tnd Tuu Nananl Re:sourcc~ Code Sn.ttons S2 llS 
and S2 1) 7 throu'h S2 140 In the cw.nt &Jus lease covet') to~nd Cnrlduscd or k~ Of t.~thc,......IU \DOl by .1 Dl..,l,~tlOft dl)tncl Of by tbc Unucc1 St.tu for ltle pwposc of rwv.phon 0' other purpo~C' 
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u ... ..Jcnl w lhc ~r.IIMJII ur. pun.O.en Lrsscc )tull not be cotrllcd lO enter 01 pcho~U S\K.h IJod Wlthoul pnor ~pproval H proll'idcd Wldcr Sct\KlR 61 l 17 of !.he Tcus ~·.aler Codt. but Lcutc wn 
be cuhUcd kl dcordup )tA:h l.a..S fur 011 .1nd &.tJ by ducchon.l drilhn¥. pru¥icJcd., hu .... c~r. thJt no s\U"f ... ~.-c IJHIIln& b;Jhon na)' ~ nc.ucr ~a 660 feet aDd SJ<Clll pcmliUIOn from the 

t:uuuUt$)M)UCI of \he: Gcncral L:u.S Office is llC'CtSJU)' co ng\.c: any sur(.JCC luubuo IIC.lftf than 2.160 rccttflUJW'Cd ill n~t :an,Jcs &um tht DC:.ift.>t ~Jd lu~ u from tM rklft.Sl dttd,cd 
bu1t0111 cd¥c oL111y lh.mncl, slip, ur LUtTUD¥ b.Ulll whK:h h~s been .1uthorucd by Lhc Umtcd S~tc.s a.s • fcdcr.tl project for futwc COEUtrucbon. wh.chcvcr lS nn~r 

ll. Jtt.MOVA.L OF Jo;QUif'f\IENT: Upon the tcnnuuuon ofthts lease for Ill)' uusc, 1.-eucc shall DOl, u1 aoy c...-cot. be pcnTIIncd lO remove the cutn& or aoy p:.an uftht eqwpmr:ot from any 
prtMJ~m&. dty, or •b;mc.lonctJ well or wells w1tbout the wnncn consent of l.bc Conv1u.ss.oncr o( the Gencnl Laud Office or bu lulhoru.ed reprucot.atlvt, nor shill l.c»ec, ""'11.bout thc: wnnen 
comcnt of usc.J CoOVlus.stoucr or tus autborucd rrprneotauve remove from \be leased prcnuscs the castna or any other cqwpment, matcnal, ma~ry. appliances or pmpc.rty owned by LtsJCe 
and used by Lessee an the: development and producllon of oal or sas then &om W1UI all dry or abandooed wells have bec:a pluucd aod unt1lall slush or refuse: pats ba"c been properly filled •nd all 
bro ken or d1sc:ardc:d lwnber, machinery, or dcbns sb1U h.avc: bcco removed &om tbc: prc:nuses 10 r.hc sansfacooa of the said Comnusstaocr or tus autbonz.c:d rcprueot.lU\tc 

14 FOKCE \1.AJ£Uit£; Should Lessee be prc:..,cutcd frosn coll1JiytDI \ll'al.b aoy u.prus or 1Jl1»hc:d co..,cnao1 ofllus lun, from cond~.a.tUll c1nlh.a& opcnbOal.l t.Mrcon. or from producina 011 
1ndii.H' &»then-from. artcr elTon nade an cood fanh. by rea tOn of war, rebellion. nots, stnkcs. tins, •cts of God <Jr aay order, 1'\Lk or rc:JU!atiln ofco,.cmrncoQlawl.bonay, thea .. bile soprcvctutd, 
l.c.ncc's obh¥ahon &o COrfl'IY \ll'ttb sucb c:o,•c~nt shall bt: s~pcodcd upon proper and urisfactory proof prc:s.c:otcd 10 the Comnuss10nct or lhc: Gcocral Laod Onicc Y1 S'1'POf'l of Lcmu 
contc:ntaon and L.c:ssce slull nol be hablc for c:bmagu for f11lurt LO COftli1Y tbcrcwath (u.cept LD the event of la.u opc.rauons suspended as pro~ 1n lbc n.Ues and rcplabous adopttd b)' lbc: 
School Land 8001rd), :Jnd lJuJ lease shall be CAit'ndcd wtulc and so long u Lessee IS pre:vtutcd., by aoy such cause, fi'om dnUaoc, re•ork.UJ& opc:r1txms or producm& oalandlor ps from the kbcd 
prenusc:s; provtdtd. ho....,evcr, ttul nolhln& bcrctn shill be construed lD su.spc.nd the payment of n:oub dunna the pntn1ry or utcndcd term. nor co •bridge Lessee's Iiebi to a suspcnstea amdc:r 1ny 
appiKable stJtute oft!us Stale: 

'ZS. LEASE SECURITY: Lc:sscc: shiU take the: hrshbt dc:lf"tt of care a.Dd aU proper safcpards lO protect Atd prcnuses aDd to prevent theA ofo1l. ps, •nd olhc:r hvJroc1rlxans produced from 
s.mJ lc:ase 'rlus iui;ludt:S, l.Jul 11 not limited to, lhc: mstalharion of :.II necessary cqwpmcnt, seals. locks, or olhcr ~appropnate protccuvc dtVICU on or at allaccc.ss pou;ll 11 the leuc s produchun", 
gJihc:nn, and Sh>r .. ,c: systems where then of hydrocarbons can Occur Lessee sl~ll be liable for the 1o» of:m)' byd.toc:~a\>ons n:sulbn& Crosnlhcn ami shall p1y !he Swh: ofTcns ruyah1cs thtrcon 
ill' pruvaded hcrcUl Oulll Oil, c•s Or olhcr hydrocarbons lost by rcasoa of then. 

Z6. ltEDUCTI0:-1 01' PAYMENTS, If, dunuc lh< pnrrury l<rm. • poruoo oflhc lm! covered by lluslcas< IS ux:ludcd "'"'"" lhc bo....Uncs of• pooled un•llh.ol h&s been •pprovcd by~ .. 
Schooll.an~J B~nt 1111\:C:OrdJt~c w1th N~tur.ll Resow-en Code S«oons j2 lSI-52 Ul, or 1f.llllD)' umc after l.hc eA,pU"Jtlon of !.be pM~o~ry ttrm or the: utcndcd knt\ l.b4 lcue covers •k»er 
uumbcr or ucrcs tJun the IOU. I tnown dc~nbcd herem. poymc:uu that 1rc nude oa 1 per acre basiS hcrcuoder sh.tU be rtduced accordmc 10 the ournbc:r or acres pooled. rclc:ucd. SutTcnderc:d. Of 

-.,Lht'rwdc severed, so &hat pi!ymcnlS cJc:t.ermlncd on • per ilcrc basiJ tmdcr lbc: tc.ma or d:us lusc dW"U1C Lhc pnmuy t.c:rm sb<.ll be c.akuJat.c:d bi.Kd upon the nwnbcr of 11.:rH 0\ltsade the boUNbnu 
tf. pouk\J Wl11, ur. If ~f\cr lhe C"-paniiOft Of the pnmuy lCnl\ the: nwriJcr o( KrU l'-twlty reUuttd •nd COYCtcd by ltuJ k&Jc 

1.7. SUC(.~OH.~ AN I> 1\SSIG"'S; The covc.ruuts. I;OncflhOitS :md a"'"CCUlCDts conu\Dec1 bercin stull edc:od to and be bwdut' ~a U;o hc:tn. uecuto11.. ~t!.lnuustn1ors. succc.s.son or 
..1»161\) of LCSl<t:' hcrtut 

U. AN"I"IQUITIES CUOE; lulhc: c:vcnttt~t any futwc Oflrthcoio¥tul or hastonal mtcrcst ou Pemancnt Scbool FWld Lind IS cncowltc:n:LI dunn& lhc: activallcs authonz.ec.J by th1s lusc, 
Lessee wiiiiHUllt"daJtc:ly \:CJ.)e IChVUICS and w1ll immc:di.Jtc:l)' noUf)' the General Lind Office (AlTN Arth.coloc•s.t, Asset Maa•cemcnt OtvtSIOn, 1700 N Cooaress . .-he, Aw;t1n. Tcus 78701) 
Jlld the Tcus Ht;tom;JI Comnu~ostan (P 0 BoA 12276, AUStin, TX 78711) ~that adequate measures atwty be Wl4Jc:rukc:n to protetc or recover such dLSCOvcncs or ruldu.gs.u appropnatc Ltuc:c 
I) C\Jlrc:ssly piJtCd on notn.:c urlhc NatiOnal ~hstonc.:;af PreservJfiOR Act or 1966 (PB-89·66, so S~tutc 91S; 16 us C. A 470) ilnd the Anllqwtacs Code ofTu.as, Cho~plet 191 , Tu.. l'l•l Code: 
Ann (Vcmon I ')I)) & Supp IIJV&) Ou SUUC:·uwncd l.md not dediCated tO lhc Pcrn1.1ncnt School Fwxt, lc:,~t' shall noury lhe Tuill HJ)IOOCII Conuru.SSIOR before brcoalJ.na &round ill .1 projC(t 
kx:•taou An ~rcluculu.iul turvcr 1ru,ht be rcquucd by lhc: conUI\bJIOn bc(orc consuuc.uon or the projt\:t can conuncncc Fwther, utthc e"ctal llw.t any sne, ObJn:t.. loc•Uun. ;~n1r1c1 or other 
lututc of .m:hacolo'"""l, h •Cuhrtt., cJuc.:;Jtwu.JI. t.uhl.&l)l or fu)t.unt Ulh~rnt IS encuuntc:rc\J dunu, lhc •~o:t•"•lin •uthoruc by lhiJ lease:, lenee w1U mamc:dtltely Ja.Jtify lessor 111J the ·ruu 
lla~I..,..~JI Conwt1~1011 su Uut .Mfc"'u.~tc muswn nu)' be undcrultcn lO prt)ltelor recover sU~.:h daSCo..,cncj "' ru.d•l•l). u ~ppropn.a\c.. 

l9 \" E'fUE: Le-ssor JliJ lessee, ltk:ludm~ lusce'J SUI.:J.:CUOfS JIM! 15Jol,ns, here b)' J""ee th.lal V'CIIUC ror lilY -.Jbp"tc <arumc Ou1 or. provnian or t.hl) le-ase , whcl.hcf C.lptnJ Of UT"C)hed, IC¥UC!In, 
tuh:•vrcUIKul -.,1 tlu) tcJ),t, , or rciJIIII' Ul o~n)' w•'f '" thu lc.a)C' ur w iltpph~o:.olblc t.:•:.c t..w. lUiulc:.s. or JdJIUiti~IUtl"'c ruin. )ho~ll be u1 .. \:OW"\ uf-.un!p<lctltJUadl4.hun lo.. •. tcd Ut Trwv11 Cuunt)". Slo~lc: 

I ruo~; 

JU 1 1:. -\St-: .. tLI"C. t'UI'Iou.tllliO (."ho~vh:r Y ol lhc: Tc"' ULU &. Cum Co.k.thiJ lc.J~ m~o~:tl be ti!cJ uf rnurJ u1 the olltc.c ul lhc Cuuta)' <."lc·\. in .any \:\Nilly i11 · ~hic h •II ur any p • ..n or Uo< 
l<o~:tcl.lluc:ul.llC:) I) liJ\.o~IC\.1 . ••ltJ ~oc:rhfac\J c.<.~p•C) lhcrculllll,l.)t be lilcc.J m t..hc Gcllt:'lo~l L.md Olll..:c Tbt prc~riba.llilm• Icc: ~ho~ll•r.:u.Mnp .. my lhc ~o.cnllic:J cupto )CUI k.l UIC' llcncr .. l t.....nd OIIA.c: 

5 

IF IT,. ·~ k /,- < JO 
"' ~o7'.-

0 
L ... ><. 

c. ~~,...,, · ( vl'!T'I', lt. ..:. 

8Y / 171fn. <"'- 4 .{5: )u;;;r OEP\JT'f 

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



31 
if ID lhe county rc:cord.s :.nd U1 the: General L.ikJ omcc: or &he SLilc: orTcu;: 

2~7/4 

~rA t EOF_T~e~x~a~s~------

couNTv o.,_J __ e_f_f __ e_r_s_o __ n __ _ 

IIY: __ 

TITLE:_ 

M• rucn Properties, LP 8) 
J. M• • k Smtth, President or 

J. ~beL Smich & A.s:sod•tu, I nt. 
C'ntnal f,Mrtntr 

DATE .. · _____ O_ c«_o_bc:_r_J_I_._2_007 ___ _ 

BEFORE ME. tit< wtdcnt&l><d •uthonty. on ~us d.>y pc:nontlly tppc:md,-=Jc..:... __;M:.:..::a:..r=.c.k;_..:S;.;m=i=-=t:.:h;_ __________ _ 

known to me: to be 1hc: person whose name 1S subscnbed 10 the: foreJOU1& IRSU'UI1lCnl. u. _ _.,P~r=...e~Sule.. ~d~e=-n,_t,._ __________ or 

J . Mark Smith & Associates Inc . .rld acknowlc:dacd 10 me that he uc:cutc:d the nme 

(or I he: putpOJcs .tnd con;tdc:r.alluu lhc:tc:&n t\prcsscd. m the ca~e•ry lUted. and u the: oct and deed of sa1d curponttOn. 

(;,"~" t.mJc:r my l111..S 4rld sui of otfJCc lh&s the 3 1 5 t 

srA1 E OF ____ _______ _ 
(11'-DI VIOUAL ACK/'IOWLEO<.M E.' TJ 

C.: OliN fY OF __________ _ 

lldoa: r~. the: lutth:r')t"tH:d Ju thonty, on tJus d.ty pcrsot~Uy appc.a~d ______ __ • 

~lkJWIIIO u~ 10 be OJC pc1wn~ wlt\l~C n.unn .uc: Julbcnbc~ k.l the lure,~Jih• iu.Sttwncut, o~rMJ .n. k.JIUwlcJai.IJ tu ua.: Uut UM:y (.\.C"\.Uit..J the 
).111111: rur the PUil"-1~) o~rMJ \:Utbnkrolltull thtrttll upre!l)t'tJ 

Cin·cu~.u.,Jt:r II IV lr.,r~ .md Mo~l ul ulth.:c thu lJ11; d.a)'uf ___ _ 
7U 

Fil ed for record oo tbe ...5..th__ tl ay of De cember 
tluly recorded on th e 12t h day of Decembe r 

, A.D. 2007 @12 :00 o'clock ~.M. and 
, A.D. 2007 @ 3 : 00 o'clock _!_.M. 

By .~,Dcpu~ LlNDA McDO ALD, CO TV CLERK 
C LBER 0 1 CO TV, TEXA: 

AC 1 Cl Y 
FIT~ SEAL :z; CO\J.;TY C .. Era< 

A nEST: ~;; t ~ ./?aof' 

®
> ~NDA McDONALD, COU~lTY CLERK 

C1Jz.N COUNTY, TEXAS 

BY~~ 1.1.' ..!J.!J." 
:J 

•• • • • • • • • • • • • • • " • • • • . • • • • . 
• • • • • • • • • • • 

DEPV1Y 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and forego.ng IS a fulL true and correct photographoc copy of the 

OIIQV131 record OOW m'=.:t~ ~SSIOII as the same IS 
flied/recorded '" th ecords ol my oHce found 
1n VOL .!:}...2_, PAGE {Lkd_. 

,, ... ,.. L'J.i 1~ I 
"' t: 0P~• 1 hereby cen1fled on.;z::__ ,.L! U. .:2txd 

I ~ 
f~-o ~<~> UNDA McDONALD, COUNTY & DISTRICT CLERK 
=<r- CULBERSON COUNTY, TEXAS 

. BY d vn• ,_ .L) . .6.} 7 DEPUTY 

•• • •• • • • • • 

• • • • 

. . 

• • • • • • . • • • • • . • • . 
• • . • • • • 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 731 54 

LEASE OBLIGATION DEPOSIT RECEIPT 

'1/E HAVE THIS DAY SEPTEMBER 12, 2008 TENDERED TO 

COMMISSIONER OF THE GENERAL LAND 

• •• • • •••• 
• 

"HE SUM OF $3,200.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
N AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

• • •••••• • 
••• • • • • • • 

10/2/2008 TO 10/212009 COVERING LESSOR'S INTEREST IN lAND DESCRIBED AS: 

Survey: PUBLIC SCHOOL LAND Block/Suffix: 111 Section: 13 Abstract: 1978 Short Desc: ALL OF SEC 13, BLK 111 , PSLS 

(MENT RENTAL 

~SE NUMBER TX2810008-000 LEASE DATE: 10/2/2007 

ENTRY NUMBER: 62984 CORDED: BOOK 95 PAGE 467 

~CREDIT OF: 

017397 COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

IMPORTANT 

PROSPECT: WILD HORSE 

COUNTY/PARISH CULBERSON 

Acct: 

STfTX - M-108403/SS.OOIAC 

COPY FOR 
YOUR RECORDS 

Subtotal 

• 
• •• • • • . , .. 
•• • • • • •• • 

STATE TX 
AMOUNT 

3.200.00 

3,200.00 
o attached check is for the person(s) named above. Please date, sign 
I return the attached receipts on the day you receive it. If directed to 
ank, please deposit the amount to the credit to the person(s) named 
lve and date, sign and return the receipt on the day you receive it If 
respondence required , please make reference to lease number. 

Date Received_ ..,...,.J"'r''A"'':f---i..+-+W-------i 

Sign Here_'T'>'TTTfA--B-l=if-+~H-:J~----i 

BANK SERVICE 

PAY 
TO 
THE 

ORDER 
OF 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX t 8496 
OKLAHOMA CITY, OK 73154 

405/848-8000 

·~·· .. ~·~•n••3,200 • DOLLARS . 00 . CENTS 

COMMISSIONER OF THE GENERAL LAND 

OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

DATE 

09/12/2008 

Title 

BANK OF OKLAHOMA, N.A. 
OKLAHOMA CITY, OK 

Jg.lJ/1030 

CHARGES 

Grand Total 

Check No. 

0.00 

3,200.00 

37019 

AMOUNT 

$3,200.00 

37019 
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March 26, 20 I 0 

Chesapeake Operating, Inc. 
Attn: Land Department 
PO Box 18496 
Oklahoma City, OK 73 154 

}ERRY PATTERSO , COMMISSIONER 

Certified Mai l #70070710000053804794 

RE: MF 108403, Sec. 13, Blk. 111 , Public School Land Survey, Culberson County, Texas 
MF 108404, E/2 of Sec. 20, Blk. 45, Public School Land Survey, Culberson County, 
Texas 
MF 108405, W/2 ofNW/4 of Sec. 29, Blk. 45, Public School Land Survey, Culberson 
County, Texas 

To Whom It May Concern: 

Our records indicate that the captioned lease has terminated for failure to pay the delay renta l due 
October 2, 2009. 

According to our files you are the record leaseholder under this lease. You have 30 days from 
receipt of this letter in which to present evidence and convince the General Land Office that a 
termination has not occurred. If such evidence has not been presented at the expiration of the 30-
day period, the mineral fi le shall be endorsed " terminated." 

Any well on these tracts should be plugged and abandoned in accordance with Railroad 
Commission Ru les and Regulations. The General Land Office wi ll actively oppose any action to 
avoid or postpone compliance with these requirements. Pursuant to the Texas Administrative 
Code, a recorded original or certified copy of a Release of the State Oil and Gas Lease must be 
filed with our office within 90 days along with a processing fee of $25.00 per document sent to 
the attention of Beverl y Boyd. 

If you have any questions regarding this assessme nt please feel free to contact me. 

Sincerely, 

Deborah A. Cantu 
Mineral Leasing, Energy Resources 
512-305-8598 
512-475-1543 (fax) 

Stephen F Austin Building • 1700 orrh Congress Avenue · Austin, Texas 78701-1495 

Post O ffi ce Box 12873 · Austin, Texas 78711-2873 

512- 463-5001 • 800-998-4GLO 

www.glo.state. tx. us 



File N o. ~ v " i03 

Date Filed: o 31¢U? Ita 
Je rry E. Patterson, C ommtssio ner 

By $7V 



Doc~ 990@09&5443 

RELEASE OF OIL AND GAS LEASES 

STATE OF TEXAS ) 
) ss 

COUNTY OF CULBERSON ) 

CHESAPEAKE EXPLORATION, L.L.C., successor by merger to Chesapeake 

Exploration Limited Partnership, whose address is P. 0 . Box 18496, Oklahoma City, 

Oklahoma, 73154-0496, does hereby release, relinquish and surrender all its right, title 

and interest in and to those certain Oil and Gas Leases located in Culberson County, 

Texas, and described as follows: 

SEE EXHIBIT "A" ATTACHED HERETO 

IN W ITNESS WHEREOF, the undersigned owner and Lessee has signed this 

instrument this /crkday of ~z_LL , 2010. 

CHESAPEAKE EXPLORATION, L.L.C., 
an Oklahoma limited liabili 

STATE OF OKLAHOMA ) 
) ss: 

COUNTY OF OKLAHOMA ) 

DEPUTY Page 1 of 2 



EXHIBIT "A" 

ATTACHED TO AND BY RE~ MADE A PART OF THAT CERTAIN RELEASE OF OIL 

AND GAS LEASES DATED - /3 , 2010, BY CHESAPEAKE EXPLORATION, 

L.L.C. 

All of the following lands and leases are located Culberson County, Texas: 

Lessor Lessee Lease Date Descript ion Recorded State Lease # 
Voi/Page (if applicable) 

Commissioner of Marden October 2, 640 Acres located in 95/467 M-108403 
the General Land Properties, 2007 Section 13, Block 
Office and/or the L.P. 111, Public School 

School Land Land Survey 
Board 

Commissioner of Marden October 2, 320 Acres located in 95/473 M-108404 
the General Land Properties, 2007 Section 20, Block 
Office and/o r the L.P. 45, Public School 

School Land Land Survey 
Board 

Commissioner of Marden October 2, 80 Acres located in 95/479 M-108405 
the General Land Properties, 2007 Section 29, Block ·-
Office and/or the L.P. 45, Public School --·- . r 

School Land Land S~rvey 
Board - -·· .. ~ 

'. :.. •• a; J l ~ 

:. 

END OF EXHIBIT "A" 

W :\Permian_South\Levescy\Releases\TX281 0008-000 - TX281 001 0-000.doc 

DEPUTY 

Page 2 of 2 



File No. h1 I== I CJ 9'40.5 

Datt: Filed --~~=---,!oo:z,s=_-..Lr=--o __ _ 
Jerry F.. P.1rrl'f on CommissiOner 

By ~fl:cv;d 


