
/ TERMINATION 
DATE \ ~ 1-l)JJI}(J 
LEASING ri V 
MAPS ---r----
QIS ~ 

Lensiug~V 
A n alyst: -----
fl,faps: m 

'V GIS: ·-> 

MF108408 

State Lease 
MF1 08408 

Control 
61-133240 

Base File County 
BRAZOS 

Survey 

Block 

Block Name 

Township 

Sect ion/ Tract 

Land Pare 

Part Description 

Acres 

Depth Belol1' 
0 

Name 

Lease Date 

Prim01y Term 

Bonus($) 

Rental($) 

Lease Royalty 

TEXAS DEPARTMENT OF PUBLIC SAFETY 

2 

Depth Above 
0 

ICARUS, INC. 

10/212007 

5 yrs 

$450.00 

$5.00 

0.25()0 

Depth Other 

ATTENTION 
This file has b FILE USERS! 

een placed . 
of contents '" table 

RETURN T order. 
DOCUMEN~: tNUl T WITH 

ORDER! 

0 



CONTENTS OF FILE NO. MF- 1.08408 

1. BID FORM 10/02/07 --
2. OIL & GAS LEASE 10/02/07 - -
3. TRANSMITTAL LETTER 11 /15/07 

q 1/b oS 
-

4. CERTIFIED COPY OF LEASE+~ 

5 ~~olWrl WtfiA 2- lC L?f 
1o. LeASE. s u~'D '?LAT l/J4/zou 
~eel SrY\ CQ( \l-~ (3_ 

-

--

-

- -- - -

1-

-

- -- ----
-

-

- I~ 

- -- -
-

I~· -
1-

- -- - - --

-

1- · -
- -- - - -

--



•• • • • • •• 
•••• • •••• 
• 

•• • • • •• 

•••• • • •••• 
•••••• • • 

APPLICANT 
AGREEMENT 

APPLICANT 
IDENTIFICATION 
TO APPEAR ON 
LEASE (type/ print ) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

MGL. NO. 

450 

STATE OF TEXAS 
TAX I.D. # 

SIGNATURE OF 
AGENT 

State Lease Number 

M- 1.08408 
For GLO Use Only 

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: Icarus Inc. 

Address : 719 Sawdust Rd Suite 109 

City : The Woodlands State: Texas Zip: 77380-2946 
(Include +4 Code) 

Telephone : (281)367-9199 

County(ies) : Brazos Survey/Area: John Austin League. A-2 
(If Applicable) 

Block/Tsp .: BL 17, Lot 17.2 Section[Iract: Tr-258 Acres: 2.00 
(If Applicable) 

(A) Bonus Amount ($ )450.00 

Four Hundred Fifty Dollars and No/ 100's 
(type/print above) 

(B) Sales Fee Amount ($)6.75 

Six Dollars and 75/ 100's 
(type/print above} 

This Sales Fee is 1 112% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended. 

APPLICANT NAME 

Icarus Inc. 
(same as above) 

Timothy L. Dillon 
(type/print name) 

BONUS AMOUNT 0~ Y (A) 
(Do Not include saleV~O 

~ (/2 45o.oo s~d 

X 
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Lease f orm 
Revised I 0/99 
Texas Dept. of Public Sofety 

~ustin, 'Qtexas 

0 11. AND GA LEA E 
o. i\1-108408 

WHEREAS, pursu:uu to the Teus Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (sa•d Code bcmg 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 starutes and amendments to satd 
N.R.C., the followmg area, to-wit: 

API'ROXIMATELY 2 ACRES IN BRAZOS COU TV, TEXAS, AS OESCRIOED I T il E ATrACII ED EXHIBIT "A", 

was, after bemg duly advenised, offered for lease on the 2" day of October, 2007, at 10:00 o'clock a m., by the Comnusstoner of the General Land Office of the State ofTe~as and the School 
Land Board of the State of Texas, for the sole and only purpose of prospecting and dnlhng for, and producmg 011 and/or gas that may be found and produced from the above dcscn'bed area, and 

WHEREAS. after all btds and reminances whtch were recetved up to satd time hove been duly considered by the Commissioner of the General Land Office and the School Land Board at a regular 
meeting thereof in the General Land Office, on the 2"" day of October, 2001, heremafter the "cffecth e dOle" and it was found and detennmed that ICARUS, INC., "hose address is 719 

AWD ST ROAD, S ITE 109, THE WOODLAND , TEXAS 77380-29~6 hod offered the htghest and best bid for a lease of the area above de.cribed and IS, therefore, entuled to rece•ve a 
lease thereon· 

NOW. THEREFORE. I, Jeny E. Patterson, Conumssioner of the General Land Office of the Sute ofTeu$, heremaftcr somcumes referred 10 as "Lc:;sor," "hose address IS :\usun. Teus, b) 
nrtue of the authonty vested in me and '" constderauon of the payn~tnt by the heremafter destgnatcd Lessee, the swn of f our Hundred Fifty ond 00/100 ($-150.00), recetpt of "'h1ch IS hereby 
acknowledged and of the royahies, covenants, supulauons and conditions conumcd and hereby agreed to be patd, observed and pcrfonncd by Lessee, do hereby demise, gran~ lease and let unto 
the above mentioned btdder the exclusi'e nght to prospect for, produce and uke oil and/or gas from the aforesaid area upon the followmg tenns and cond1uons, to-wtL 

1. RESERVATION: There IS hereby excepted and rese" ed to Lessor the fuU usc of the property covered hereby and all nghts '"th respect to the surface and subsurface thereof for any and 
all purposes e'cept those granted and to the e~tent herem granted to Lessee, together Mth the rights of mgress and egress and use of satd lands by Le:;sor and Its rrunerallcssccs, for purposts of 
e.xplonng for and producmg the nunerals "h1ch an: not covered, or "'lucb may not be co,·ered m the future, under the tenns of thiS lease, but "'luch nuy be located "itbm the surface boundanes of 
the leased area All of the nghts in and to the leased premises reu1ned by Lessor and all of the nghts on and 10 the leased prenuscs granted 10 Lessee hereon shall be exerciSed m such a manner that 
ne1ther shall unduly interfere with the opera nons of the other 

2. TERI\1 : SubJect to the other provistons hereof, this lease shall be for a term of n, e (5) years from the effecn'e date hereof(herem called "pnmal) term") and as long thereafter as oil or gas 
is produced in paying quantities from said area. 

3. DELAY RE TALS· If no well is conm~tnced on the land hereby leased on or before the anni,ersary date of thiS lease, thts lease sh311temunate as to both parties unless the Lessee on or 
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Ausun. Texas, the amount spcc1fied on the following schedule muluplied by the 
number of acres mthe prerruses, which shall operate as a rental and co,er the pn\'llege ofdefemng the conuncncement of a well for t"ehe (12) months from said date. In hke manner and 
upon payments or tenders of amounts set out on the followmg schedule, the commencement of a "ell may be fun her deferred for a hke pcnod of the same nwnber of months 

Anmversarv Pate Delay Rental ocr Acre 
First S 5.00 
Second S S.OO 
Thord S25.00 
Fourth S25 .00 

4. PRODUCTIO ROYALTIES: Subject to the proVISIOns for royalty reducuons set out m subparagraph (E) of thiS paragraph 4, upon production of o1l and/or gas, the Lessee agrees to pay 
or cause to be paid to the Commissioner of t11e General Land Office m Austin. Texas, for the use and benefit of the State of Texas, dunng tlte temt hereof 

(A) OIL: As a royalty on 011, which is defined as mcluding all h}•drocarbons produced on a hqwd fom1 at the mouth of the well and also all condensate, dtsullate, and other liqu•d 
hydrocarbo1ts recovered from oil or gas run through a separator or other equipment, as heremaficr provided, !lf!. pan of the gross producuon or the nurket value thereof, at the opt1on of the Lessor, 
such value to be detennined by I) the highest posted price, plus prcm1um, if any, offered or pa1d for 011. condensate, disullate, or otlter liqu1d hydrocarbons, respectively, of a hke type and gravity 
in the general area where produced and when run, or 2) the h1ghest market price thereof offered or pa1d m the general area "here produced and when run, or 3) the gross proceeds of the sale 
thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased IS sold, used or processed on a plan~ 11 "ill be run free of cost 10 Lessor through an 
adequate oil and gas separator of conventional type or other eqwprnent at least as efficient to the end that all hqUJd hydrocarbons reco,erable from the gas by such means will be reco,ered Upon 
wnuen consent of Ltssor, the requirement that such gas be run through such a separator or other eqwpment may he wal\·ed upon such temtS and conditions as prescn'bed by Lessor 

(B) ON-PROC ESSED GAS: As a royalty on any gas (includmg flared gas), wh1ch IS defined as all hydrocarbons and gaseous substances not defined as oil on subparagraph (A) above, 
produced from any well on said land (except as provided herein wtth respect to gas processed m a plant for the exuacnoo of gasohne, hqu1d hydrocarbons or other products) lli pan of the gross 
producuon or the market value thereof, at the option of the Lessor, such value to be based on the h1ghest marl.et price patd or offered for gas of co111>arable quality m the general area "here 
produced and when run, or the gross price pa1d or offered to the producer, whiche,er IS greater provided that the ma"murn pressure base m measunng the gas under thts lease contract shall not at 
any time exceed 14.65 pounds per square onch absolute, and the standard base te~rarure shall be suty (60) degrees Fahrenhctt. correcnon to be nude for pressure accordmg to Boyle's U\\, and 
for spcctfic gravity according to test made by the Balance Method or by the most approved method of tesnng bemg used by the indusay at the time of tesung 



(C) PROCESSED GAS: As a royalty on any gas processed m a gasoline pl>nt or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/-1 ~n of the residue gas and the 
liquid hydrocarbons exll'3cted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (1000/o) of the total plant production of residue 
gas ann'butable 10 gas produced from this lease. and on fifty percent (50"/o) or that percent accruing to Lessee, whichever is the greater, of the total plant producnon of liquid hydrocarbons, 
atm'butable 10 the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or tiS parent, subsidiary or affiliate) ov.ms an 
tnterest. then the percentage applicable to liquid hydrocarbons shall be fifty percent (SO"!.) or the highest percent accruing to a third parry processing gas through such plant under a processing 
agreement negottated at arms' length (or if there is no such third pany, the highest percent then bemg specified in processing agreements or conll'3ciS in the mdustry), whichever is the greater. The 
respectt,·e royalttes on restdue gas and on liquid hydrocarbons shall be detemuned by I) the lughest market price paid or offered for any gas (or hquid hydrocarbons) of comparable quality m the 
general area or 2) the gross pnce patd or offered for such residue gas (or the weighted average gross selling price for the respective grades ofliqwd hydrocarbons), whichever tS the greater. In no 
event. ho"ever, shall the royalnes payable Wtder this ~ragrapb be less than the royalties which would ha,·e been due had the gas not been processed. 

(D) OTH ER PRODUCTS: As a royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liqutd hydrocarbons) whether satd gas be 
"casinghead," "dry" or any other gas, by fractionating, burning or any other processing, lli pan of gross production of such products, or the market value thereof, at the option of Lessor, such 
market value 10 be detemuned as follows: 

(I) On the basis of the highest market price of each product, during the same montlt in which such 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 ROYAL TV: (i) Subject 10 the other provisions of this lease, 11 is hereby provided that in the event production in paying quantities ts esl:lblished pursuant to the terms 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"/o, and shall apply to each subsequent well drilled and produced on the land covered by th.is lease. Provided that, if during such eighteen ( 18) month term dunng whtch Lessee may earn a 
reduced royalty rate of20% as herein provided, Lessee should drill in good faith and complete the ftrSI well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the term in which 10 earn a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the 
expiratton of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established 
and so that such 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 temtS of this lease and such production is brought on line and sales thereof are commenced after the expiration 
of eighteen (18) months from the effective date bereofbut prior to 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 to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such six (6) month term during which Lessee may earn a reduced 
royalty rate of 22.5% as herem provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the term in whtch to earn a reduced royalty rate by giving nonce to the Commissioner of the General Land Office, conunencin~: drilling operations on an additional well prior to the 
expiranon of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that producuon in paying quantities is es1:1blished 
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 

(F') ' 0 DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor Wtder this lease shall be without deduction for the cost of producing, transponing, and otherwise making the oil, 
gas and other products produced here Wider ready for sale or use. 

(G) ROYALTY IN KIND: Notwithstanding anything contained herein 10 the contrary, Lessor may, at its option, upon not less than 60 days notice 10 Lessee, requtre at any time or from 
time 10 time that payment o f all or any royalties accruing 10 Lessor Wtder this lease be made in kind without deduction for the cost of producing, gathering, storing, separating, treating, 
dehydrating, compressmg, processing, D'3nsponing and otherwise making the oil, gas and other products produced herewtdcr ready for sale or use. Lesso(s right to take its royalty in kind shall not 
dimimsh or negate Lessor's nghts or Lessee's obligations, whether express or implied, under tlus lease 

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent thiS lease's propontonate share of any fue l used to process gas produced hereunder 
many processmg plant Notwithstanding anything contained herein 10 the contrary, and subject to the consent m writing of the Comrruss•oner of the General Land Office, Lessee may recycle gas 
for gas hft purposes on the leased premises after the liquid hydrocarbons contamed in the gas have been removed, and oo royalttes 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 enmle Lessor to a royalty thereon under the royalty provisions of this lease 

(I) MINI~I M ROYAL TV: During any year after the expiranon of the pTim:lry term ofthtS lease, tftlus lease is maintained by productton, the royalues patd to Lessor m no event shall be 
less than an amount equal to S5.00 per acre; otherwise. there sha.ll be due and payable on or before the last day of the month succeedmg the aMI\'ersary date of thiS lease a sum equal to S5.00 per 
acre less the amoWtt of royalties patd during the preceding year. 

(J) MARGI AL PRODUCTION ROYALTY: Upon Lessee's "-Tttten application. the School Land Board may reduce the royalty rate set out m thiS paragraph and/or the nummum 
royalty set out m subparagraph -1 (I) to extend the economic life of thiS lease and encourage recovery of oil or gas that might otherwise remam unreco,·ered Any sueh royalty reduction must 
conform 10 the requirements of any School Land Board adminisll'3tive rules on this subject Royalty may not be reduced below the applicable statutory mimmum. 

5. ROYAL TV PA V111ENTS Al'ID R EPORTS: All royalties not taken in kind shall be ~id to the Conunissioner of the General Land Office at Austin. Texas, in the following maMer: 
Payment of royalty on production of oil and gas shall be as provided in the rules set fortlt in the Texas Register. Rules currently provide that royalty on otl is due and must be recetved m the 

General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received m the General Land Office on or before the 
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and nunner prescribed by 
the General Land Office and showing the gross amoWtl 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 repons 
conlinning 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 the 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 stub, schedule, summary 
or otlter remittance advice 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 after 
the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25.00, whichever is greater. A royalty payment which is over tltiny (30) days late shall accrue a penalty of 10% 
of the royalty due or $25.00 whichever is greater. In addition to a penalty. royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (60) 
days overdue Affidavits and supponing documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administratke rule which is effective on the 
date when the affidavits or supponing docwnents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescn'bed by the due date provided herein 
Payment of the delinquency penalty shall m no way operate 10 prolu'bit the State's right of forfeiture as provided by law nor act to postpone the date on whtch royalties were onginally due. The 
above penalty provisions shall not apply in cases of ti~e dispute as to the State's ponion of the royalty or to that ponion of the royalty in dispute as to fatr market value 

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with tiS best possible estimate of oil and gas 
reserves Wtderlying tbts lease or allocable 10 this lease and shall furnish satd Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amendments 10 such conll'3cts witllin thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements "hen received by the General Land 
Office shall be held in confidence by the General Land Office Wtless otherwise authorized by Lessee. All other contracts and records penaining to the production, transponation, sale and 
marketmg of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and ptpeltnes shall at all umes be subJect 10 
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representanve of any of them 

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator fi,e (5) days before spud 
date, workover, re-<ntry, temporary abandonment or plug and abandonment of any "ell or wells. Such written notice to the General Land Office shall include coptes of Railroad Conunission 
forms for applicatton to drill. Copies of well tests, completion repons and plugging repons shall be supplied to the General Land Office at the tune they are filed with the Texas Railroad 

· Comrrusston. Lessee shall supply the General Land Office with any records, memoranda, accoWtts, repons, cuttings and cores, or other information relative to the operation of the ahove-descn'bed 
premises, which may be requested by the General Land Office, in addition 10 those herein expressly provided for Lessee shall have an electncal and/or radioac11vity survey made on the bore-hole 
section, from the base of the surface casing to the total depth of well, of all wells drilled on the above descn'bed premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen ( 15) days after the making of said survey. 
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{C) PENA LTI ES: Lessee shall incur a penalty whenever repons, documents or other materials are not filed in the General Land Office when due. The penalty for late fihng shall be set by 
the General Land Office administrative rule which is effective on the date when the materials were due in the General Laod Office. 

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

{A) VERTICAL: In the event this lease is in force and effect two {2) years after the expiration date of the primary or extended tenn n shall then terminate as to all of the leased premises. 
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quanut1es {includmg a shut-m 
011 or gas well as provided in Paragraph 11 hereof). or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres mcluded in a producmg 
pooled unn pursuant to Natural Resources Code Sections 52. 151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each 
such producing well under the rules and regulations of the Railroad Conunission of Texas, or any successor agency, or other governmental authority having jurisdicoon. Withm 90 days of a 
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the pamaltermination, 
Lessee shall have the right to obtain 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 remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land 
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease. 

{ll) IIORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended tenn it shall funher terminate as to all depths below I 00 
feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 7 {A) above, unless on or before two (2) years after the pnmary or extended 
tenn Lessee pays an amount equal to one-half{l n) of the bonus originally paid as consideration for dtis lease {as specified on page I hereof). If such amount is paid, this lease shall be m force 
and effect as to such deeper depths, and said tennination shall be delayed for an additional period of two {2) years and so long thereafter as oil or gas is produced in paying quantities from such 
deeper depths covered by this lease. · 

(C) IDE TIFICATION AND FILl G: The surface acreage retained herewtder as to each well shall, as nearly as practical, be m the fonn of a square with the well located in the center 
thereof, or such other shape as may be approved by the School Land Board. Within thiny (30) days after panial termination of this lease as provided herein, Lessee shall execute and record a 
release or releases containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date tlte release is filed. If Lessee fails or refuses 10 execute and record such release or 
releases within ninety (90) days aner being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense in tlte county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. I fat any time after the effecuve date of the panialtermination provis1ons hereof, the applicable field rules are changed or the well or 
wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter 
allocated to said well or wells for production purposes. 

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, wh1ch "ell is wtthm 
one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, wtthin sixty (60) days after such initial production from the draming 
well or the well located within one thousand (1,000) fee t from the area covered by this lease begin in good faith and prosecute diligently the dnlhng of an ollSet well on the orea covered by this 
lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or dnller shall use all means 
necessary in a good faith elTon to make such offset well produce oil and/or gas in commerc1al quantities. Only upon the deternunation of the Conm11ssioner and w1th his wntten approval, may the 
payment of a compensatory royalty satisfy the obligation to drill an ollSet well or wells required under this Paragraph. 

9. DRY IIOLEICESSATION OF PROD UCTIO DURJ 'G PRIMARY TERM: If, during the primary temt hereof and prior to d1scovery and production of o1l or gas on said land, Lessee 
should drill a dry hole or holes thereon, or if during the primary tenn hereof and after the discovery and actual production of oil or gas from the leased premises such producuon thereof should 
cease from any cause, this lease shall not tenrunate if on or before the expiration of sixty {60) days from date of corq~letion of sa1d dry hole or cessauon of producuon Lessee commences 
additional dnlling or reworking operat1ons thereon, or pays or tenders !he next annual delay renUII in the same manner as provtded m th1s lease If, during the last year of the pnmary tenn or 
within sixty (60) days prior thereto. a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain m full force and effect " nhout 
funher operations until the expiration of the pnmary temt; and if Lessee has not resumed production m paying quantities at the exptrauon of the pnmary term. Lessee may mamtam thiS lease by 
conducting additional drilling or reworking operations pursuant to Paragraph I 0, using the expiration of the primary tenn as the date of cessation of production under Paragraph I 0. Should the 
first well or any subsequent well drilled on the above descnbed land be completed as a shut-in oil or gas well within the primary tenn hereof, Lessee may resume payment of the annual rentalm 
the same manner as provided herem on or before the rental paying date following the expirauon of sixty (60) days from the date of completion of such shut-m oil or gas well and upon the fa1lure to 
make such paymen~ this lease shall ipso facto temtinate. If at the expiration of the primary tenn or any ume thereafter a sbut-in o1l or gas well1s located on the leased prenuses payments may be 
made in accordance with the shut-in provisio11S hereof. 

10. CESSATION, DRILLING, A D REWORKING: If, after the expiration of the primary term. production of oil or gas from the leased premises, after once obtamed, should cease from 
any cause. this lease shall not terminate if Lessee commences additional drilling or reworking operations witltin sixty (60) days afier such cessation, and this lease shall remam m full force and 
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days If such drilling or reworking operations result m 
tlte production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased prentises m paymg quantnies or payment of shut-in 011 or gas well 
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If tlte drilling or reworking operations result in tlte completion of a well as a dry hole, the lease 
will nottenninate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion oftlte well as a dry hole, and this lease shall rema111111 effect so 
long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty {60) days Lessee shall g1ve wntten nouce to 
the General Land Office within thiny (30) days of any cessation of production. 

II. II UT-IN ROYAL T l ES: For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency having Jurisdiction over the producuon of 011 
and gas. If at any time after the expiration of the primary temt of a lease tha~ until being shut in, was being maintained in force and effee~ a well capable of producing 011 or gas in paytng 
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suuable marke~ then Lessee may pay as a shut·m 011 or gas 
royalty an amount equal to S I 0.00 per acre, but not less than S 1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each init1al shut-m 011 or gas royalty 
must be pa1d on or before: (I) the expiration of the primary term. (2) 60 days after the Lessee ceases to produce oil or gas from the leased prenuses, or (3) 60 days after Lessee completes a dnlhng 
or reworking operation m accordance with the lease provisions; whichever date is latesL If the shut-in oil or gas royalty is pa1d, the lease shall be cons1dered to be a producmg lease and tlte 
payment shall extend the temt of the lease for a period of one year from the end of the primary temt, or from the fii'St day of the month followtng the month in wh1ch producuon ceased, and. after 
tha~ if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one ( I) year by paytng the same amount each 
year on or before the expiration of each shut-in year. 

12. COMI'ENSATORY ROYAL TIES: If, durmg the period the lease is kept in effect by payment of the shut-in oil or gas royalty, 011 or gas is sold and deli•ered m paytng quanuues from a 
well located witltin one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case m wb1ch drainage is occurring, the nghtto continue to mamtain 
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effecove for the remainder of the year for wh1ch the royalty has been paid. The Lessee may mamtain the 
lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causmg the dra1nage or which 
is completed 111 the same producing reservoir and within one thousand (1,000) feet of the leased prentises. The compensatory royalty is to be pa1d monthly to the Commissioner begmmng on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is corq~leted in the same producing resen'OIT and located w1thm 
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in otl or gas royalty. Lessee shall pay an 
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the 
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Conunissioner, and wtth the Comnussioner's wntten approval, the payment of 
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and mterest m accordance lvtth Paragraph 5 
of this lease. 
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13. EXTE SIONS: If, at the expiration of the primary tenn of !his lease, production of oil or gas bas not been obtained on the leased premises but drilhng operations are being conducted 
thereon 10 good faith and 10 a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, lile in the General Land Office written application to the Commissioner 
of the General Land Office for a thiny (30) day extension of this lease, aceolll>anied by payment of Three Thousand Dollars (S3,000.00) if Ibis lease covers SIX hundred fony (640) acres or less 
and Six Thousand Dollars (S6,000.00) if Ibis lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a lh1ny (30) day period from and 
after the expl.r3tion of the primary tenn and so long thereafter as oil or gas is produced in paying quantities; provided funher, that Lessee may, so long as such drilling operations are being 
conducted make like application and payment during any thiny (30) day extended penod for an additional extension of thiny (30) days and, upon receipt of such application and paymen~ the 
Commissioner shall, m writing, again extend this lease so that same shall remain in force for such additional lhiny (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 tenn unless production in 
paying quantities has been obtained. 

14. RESTRICTED USE OF S RFACE: Any provision herein to the conll"3ry notwithsunding, it ts agreed and understood that no entry shall be permitted on the surface of the land. Any 
development of the land shall be by means of directional wells located off the leased land, or by pooling said land with other lands or leases as provided for by Subchapter E, Chapter 52, Narural 
Resources Code. 

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregomg, pollution of coastal 
wetlands, natural waterways, rivers and illl>Ounded 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) PL OS: Lessee shall build and maintain fences around its slush, SWT'ql , and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
COII1>1elion or abandonment of any well or wells, Lessee shall fill and level aU slush pits and cellars and CO!ll>letely clean up the dn11ing sue of all rubbish thereon. 

(B) SU BMERGED LANDS: No discharge of solid waste or garbage shall be allowed into State waters from any drilling or support vessels, production platform, crew or supply boa~ 
barge, jack-up rig or other equipment located on the leased area. Solid waste shall include but shall not be limited to containers, equipmen~ rubbish, plastic, glass, and any other man-made non­
biodegradable items. A sign must be displayed in a high IJ'3ffic area on aU vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or 
platforms IS smctly prohibited and may subject a State ofTexas lease to forfeiture.• Such statement shall be in lettering of at least I" in size. 

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

(D) PENALTY: Failure to co111>lY with the requirements of this provision may result in the maximum penalty allowed by law including forfeiture of the lease Lessee shall be liable for the 
damages caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste. 

16. IDENTIFI CAT IO MARKERS: Lessee shall erec~ at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall 
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank 
battery, whether by individual Oow 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 tl1e teml of this lease. 

17. ASSIG MENTS: The lease may be IJ'3nsferred at any rime; provided, however, that the liability of the IJ'3nsferor to properly discharge its obligation under the lease, including properly 
plugging abandoned wells, removing platfonns or pipelines, or remediation of contamination at drill sites shall pass to the IJ'3nsferce upon the prior written consent of the Conunissioner of the 
General Land Office. The Commissioner may require the IJ'3nsferee to demonsll"3te financial responsibility and may require a bond or otltcr security. All transfers must reference the lease by the 
file number and must be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be 
filed in the General Land Office within nmety (90) days of the execution date, as provided by N.R.C. Seelion 52.026, acco111>anied by the filing fee prescn'bed by tl1e General Land Office rules in 
effect on the date of receipt by the General Land Office of such IJ'3nsfer or cemfied copy thereof. Every IJ'3nsferee shall succeed to all rights and be subJect to all obligauons, liabilities, and 
penalues owed to the State by the original lessee or any prior IJ'30Sferee of the lease, including any liabilities to the state for unpaid royalties 

18. RELEA ES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is sttuated and filing the recorded 
relinquishment or certified copy of same in the General Land Office Wlthm mnety (90) days afler tiS execution acco1f11anied by the fihng fee prescnbed by the General Land Office rules in effect 
on the date of recetpt by the General Land Office of such relinquishment or certified copy thereof. Such relinquishment will not ha'·e the effect of releasmg Lessee frorTJ any liability theretofore 
accrued in favor of the State 

19. LIEo : In accordance ..,,th N.R.C. Seetion 52.136, the State sball bave a first hen upon all oil and gas produced from the area CO\'ered by this lease to secure payment of all unpaid royalty 
and other sums of money that may become due under this lease. By acceptance of tlus lease. Lessee grants the State, in addition to the lien provided by N R.C. Seenon 52.136 and any other 
applicable statutory lien, an express conll"3cruallien on and security interest mall leased ITUDerals m and exll"3cted from the leased prerruses, all proceeds wluch may accrue to Lessee from the sale 
of such leased minerals, whether such proceeds are held by Lessee or by a tlurd party, and all fixtures on and i!ll>rovements to the leased premises used in connecuon wtth the production or 
processing of such leased nunerals 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 ilf1llied. This lien and security interest may be foreclosed \vtth or Without coun proceedings 
in the manner provided m the Title I, Chapter 9 of the Texas Business and Corrunerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments 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 relaung to Lessee's acuvities upon the 
above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commiss1oner may declare this 
lease forfeited as provided herein. 

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum withm thiny (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any 
false return or false report 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 regulatiotts adopted by 
the CommtsStoner of the General Land Offi ce, or if Lessee should fail to file reports m 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 pertaining to operations, or if Lessee or an authonzed agent should knowingly fail 
or refuse to gl\e correct mformauon to the proper authority, or kno"~ngly fail or refuse to furnish the General Land Office a correct log of any well, or 1f Lessee shall knowingly violate any of the 
material provisions ofthts lease, or tf thts lease is assigned and the assignment is not filed m the General Land Office as required by law, the rights acqutred w1der 

this lease shall be subject to forfeiture by the Commissioner, and be shall forfeit same when sufficiently infonned of the facts which authorize a forfetture, and when forfetted the area shall agam 
be subject to lease to the highest b1dder, under the same regulations controlling the onginal sale of leases. However, nothing herein shall be construed as waiving the automatic tenninanon of this 
lease by operauon 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 anotl1cr 
intel'\'ene upon sausfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and ofth1s lease and the rules and regulations that may be 
adopted relative hereto. 

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

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the 
General Land Office goveming drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of 
royalties, and auditiDg procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provistons of this lease. \Vitl1out 
limiting the generality of the foregomg, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions are cum:ntly fowtd at 31 Texas Adminisll"3tive Code, Chapter 4, and Texas Natural Resources Code Sections 52.135 
and 52.13 7 through 52 140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other purpose 
mctdent to the operauon of a po~ 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 
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be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface driUing location may be nearer than 660 feet and special permission from the 
Commissioner of the General Land Office is necessary to nuke any surface location nearer than 2,160 feet measured at nght angles from the nearest bulkhead line or from the nearest dredged 
bottom edge of any channel, slip, or turrting basin which has been authorized by the United StateS as a federal project for future construction, whichever is nearer 

23. REMOVAL OF EQUIPi\IENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casmg or any pan of the eqwpment from any 
producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized represcntauve; nor shall Lessee, without the wntten 
consem of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or propeny owned by Lessee 
and used by Lessee in the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all 
broken or discarded lwnber, machinery, or debris shall have been removed from the pretruses to the satisfaction of the said Commissioner or his authorized representanve 

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or ifllllied covenant of this lease, from conducting drilling operations thereon, or from producing otl 
and/or gas therefrom, afier efT on made m good faith, by reason of war, rebellion, riots, smkes, fires, acts of God or any order, rule or regulation of governmental authonty, then whtle so prevented. 
Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office m suppon of Lessee's 
contemion and Lessee shall not be liable for dalll3ges for failure to comply therewith (except in the event of lease operations suspended as provided in the rules and regulations adopted by the 
School Land Board); and this lease shall be extended while and so long as Lessee is prevemed, by any such cause, from dnlling, reworking operations or producing otl 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 to abridge Lessee's right to a suspenston under any 
applicable statute of this State. 

25. LEASE SECURJTY: Lessee shall take t.he highest. degree of care and all proper safeguards to protect said premises and t.o prevent then of oil, gas, and other hydrocarbons produced from 
said lease. This includes, but is not. limited to, the installation of all necessary equipmem, seals, locks, or other appropriate protect.ive devices on or at all access points at. the lease's production, 
gat.hering and storage systems where then of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting rrom t.hefi and shall pay the Stat.c of Texas royalties thereon 
as provided herein on all oil, gas or other hydrocarbons lost by reason ofthefi. 

26. REDUCTION OF PAYMENTS: If. during t.he primary term, a ponion of the land covered by this lease is included 'vithin the boundaries of a pooled unit that has been approved by the 
School Land Board in accordance with Natural Resources Code Sections 52. 151-52. 153, or if, at any t.ime after the expiration of the pri=ry t.erm or the ext.ended t.emt. thts lease covers a lesser 
number of acres than the total amount descnbed herein. payments that. are =de on a per acre basis hereunder shall be reduced according t.o 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 t.enn shall be calculat.ed based upon the number of acres outside the boundaries 
of a pooled uni~ or, ifafier the expiration of t.he primary tern\, the number of acres actually retained and covered by this lease 

27. UCCESSORS AND ASSIG S: The covenants, conditions and agreements contained herein shall extend to and be bmdmg upon the heirs, executors. administrators. successors or 
assigns of Lessee herein. 

28. A TIQUITIES CODE: In the event. that any feat.ure of archeological or historical interest. on Permanent. School Fund Land IS encountered dunng the activities authorized by thiS lease, 
Lessee will immediately cease activnies and will immediately notify the General Land Office (A1TN. An:haeologis~ Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701) 
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 787 11) so that. adequat.e measures may be undenaken t.o prot.ect. or recover such discoveries or findings, as appropriate. Lessee 
IS expressly placed on notice of the National Historical Preservation Act. of 1966 (PB-89-66, 80 Stat.ute 915; 16 U.S.C.A. 470) and the Antiquities Code ofTexas, Chapter 191, Tex. Nat Code 
Ann. (Vcmon 1993 & Supp. 1998). On stat.e-owned land not. dedicat.ed to the Permanent. School Fund, lessee shall notify the Texas Hist.orical Commission before breaking ground at. a project. 
location. An archaeological survey nught be required by the commission before construcuon of t.he project. can commence. Further, m the event that. any site, obJec~ location, amfact. or other 
feature of archaeological, scientific, educational, cult.ural or hist.oric interest is encountered during the activities authonze by thts lease, lessee will immedtat<ly noufy lessor and the Texas 
llist.orical Conmtission so that. adequate measures may be undenaken to protect or recover such discoveries or findings, as appropriat.e. 

29. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that. venue for any dispute ansing out. of a proVISion oft.his lease, whet.her express or implied, regarding 
interprctat.ion of this lease, or relat.ing in any way t.o this lease or to applicable case law, statutes, or administrat.ive rules, shall be m a coun of competent. jurisdiction located in Tra,~s Count.y, Stat.e 
of Texas. 

30. LEA E FILI NG: Pursuant t.O Chapter 9 of the Tex. Bus. & Com. Code,thts lease must. be filed of record mthe office of the County Clerk in any count.y in whtch all or any pan of the 
leased premises is located, and cenificd coptes ~tcrcof must. be filed in ~te General Land Office The prcscn'bed filing fee shall accompany the certified coptcs sent. t.o the General Land Office. 
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31. EXECUTI ON: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the cowlly records and in the General !..and Office of the State ofTexas. 

LESSEE 

BY: _ _____________ _ 

TITLE: _ _ ____________ _ 

DATE: _______________ _ 

I TESTII\IONY WHEREOF, witness the signature of the Connnissioner of the General !..and Office of the SLate ofTexas under the seal of the General !..and Office. 

STATE OF __________ ___ 

CO U TV OF _ _________ ___ 

COI\IMISSIONER OF THE GE ERAL LAND OFFICE 
OFTHESTATE OF TEXAS 

APPROVED 

Contents 
Legal 
DC 
Exec 

(CORPORATION ACKNOWLEDGi\IENT) 

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

1..-nown to me to be the person whose name is subscribed to the foregoing instrumen~ as _____________________ ,of 

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

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

Gi,·en under my hand and seal of office llus the. _______ ,day of _ _______________ ..J 20 ______ , 

Notary Public in and for ____________ _ _ _ 

STATE O F _ _ _ ________ _ (INDIVIDUAL ACKNOWLEDGi\1 ENT) 

C O UNTY OF __________ _ 

Before me, the undersigned authority, on this day personally appeared. _ _ ______________________ _ 

known to me to be the persons whose names are subscribed to the foregomg instrumcn~ and aclmowledged to me that they executed the 
same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the _ ______ day of ___________ _ ____ _, zo, _____ _ 

Notary Public in and for ______________ _ 
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EXHIBIT "A" 
ATIACHED TO AND MADE A PART OF STATE LEASE NO. M-108408 

BEING A 2 ACRE TRACT OF LAND IN THE JOHN AUSTIN LEAGUE A-2, BRAZOS COUNTY, 
TEXAS AND FURTHER DESCRIBED IN A CONVEYANCE INSTRUMENT THAT S.J. ENLOE 
AND WIFE RUBY L. ENLOE, S.J. ENLOE, JR. AND J. CARROLL ENLOE, HEREINAFTER 
CALLED GRANTORS UNTO THE STATE OF TEXAS FOR THE TEXAS DEPARTMENT OF 
PUBLIC SAFETY HEREINAFTER CALLED GRANTEE AND MORE PARTICULARY 
DESCRIBED IN EXHIBIT "A" OF SAME, DATED NOVEMBER 19, 1979, RECORDED IN 
VOLUME 441 PAGE 401, IN THE DEED RECORDS OF BRAZOS COUNTY TEXAS. 
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November 15, 2007 

Mr. Timothy L. Dillon 
Icarus, Inc. 
719 Sawdust Road, Suite 109 
The Woodlands, Texas 77380-2946 

Dear Mr. Dillon: 

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 Icarus, Inc. was the high bidder on MGL. No. 450, which has 
been assigned the lease number M-1 08408. 

State Lease M-1 08408 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement, 
such as Section 6(8), which requires submission of written notice for all drilling, production, and 
re lated activities. When forms are fi led 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 

Srcphcn F'. Austin Bui lding • 1700 North Congress Avenue • Austin, Texas 78701 - 149~ 

Post OHicc Box 12873 • Ausnn, Texas 78711 2873 

512 463-5001 • 800-998-4GLO 

www.glo.srare.rx.u · 
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ICAR US, INC. 
719 SAWDUST ROAD, SUITE 109 

THE WOODLANDS, TEXAS 77380-29-16 
(281 ) 367-9 199 

September I 0, 2008 

Pat Rogers 
Texas General Land Office 
P. 0 . Box 12873 
Austin, TX 787 11-2873 

RE: Certi ti ed Copy of Lease 

(281) 298-6925 Fax 

tate Mineral File #M-1 08408 

Dear Ms. Rogers: 

Pursuant to our telephone conversation, enclosed is c certified copy of the above 
referenced State Mineral Lease that was requested in your letter dated August 26, 2008. 

I am enclosing a copy of the letter for your convenience. If you have any questions 
please do not hesitate to contact our office. Thank you. 

Best regards, 

~-~~~~ 
Ginny Hri bar 
Office Manager 

Encl. 

• •• • • • •••• 
• 
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August 26, 2008 

Icarus, Inc. 
719 Sawdust Road 
Suite I 09 
The Woodlands, Texas 77380 

Re: Cerrified Lease Receipt 

To Whom lt May Concern: 

j ERRY PATTF.RSO;\, COM II 'SIO;'\/ER 

A recent review of General Land Office (GLO) records indicates that we have not received a certified copy of 
the fo llowing state lease(s): 

State M ineral F ile# Acres County Survey/Area 
M-108408 2 Brazos Texas Dept. of Public Safety 

If yo u find this to be in error and the lease was mailed to the GLO, please contact Pat Rogers at (5 12) 463-5021 
or Pat. Rogers@glo.state. tx. us. 

However, if you find this information to be correct, ~ 30 of your lease provides that the lease must be fil ed of 
record in the County Clerk's office where the lease is located and a certified copy must be fil ed wi th the GLO. 
Please submit a certified copy of the referenced lease(s) to the GLO within 30 days from the date of receipt of 
thi s letter. 

l f more time is needed, please contact Pat Roger's to obtain a time extension. 

Sincerely, 

~~ 
Energy Resources 
Texas General Land Office 

Stephen F. Au~tin Building • 1700 orth Congress Avenue • Austin, Texas 78 70 1- 1495 

Post Office Box 12873 ·Austin, Texas 78711 -2873 

512-463-5001 • 800-998-4G LO 

www.glo.state. rx.us 

• •• • • • •••• 
• 

• • •••••• • 
•••• • • • • • • 

•••• • • •••• 
••• • • • •• • 



!A-Form 
ReviKd 1 01'99 
Tesaa ~or Publk S•fety 

!:>TA fE OF TEXAS 
COUNTY OF BRAZOS 

Bk Vol 
OR !H 80 

~ustin, \!rexas The foregoing is a true and correct copy as the same 
appears on fUe and r~orded In the appropriate 
r~ordt of Brazos, County, B; sJcl?. 
Thereby certify, on 9 - -ffi s. 

1M\ ~~~~ 
\WI ~u~~~rkTexas 

OIL AND GAS LEASE 
NO. M-IOWIS 

WHERJ!AS, pursuant to the Te.w Natural Resources Code Cbaplcrs 32, 33, Sl, aDd Cbap~ 52, Subchapteo A-D and H, (said Code beiDa bereiDafl.er referred 10 as N.R.C.), aDd sabject 10 all 
rules and regulations prornulpled by the Commissioacr of the General Land OffiCe and/or the School Land 8oanl pln\Wlt thereiO, aDd all other applieable stallllcs aDd ..,.ndmonu to said 
N.R.C., the following area, 11:>-wit: 

APPROXIMATELY l ACRES IN BRAZOS COUNTY, TEXAS, AS DESCJUBED lN TilE A TT ACIBD EXHIBIT "A •, 

was, after being duly rodvettised, offered for leue on the l .. day of0ttober,l007, at 10:00 o'clock a.m , by the Comnissiooer of the General L&Dd O(fw:e of the StAte of Tens md the School 
L&Dd Boud of the Stale of Teus, for the sole aDd only purpose of prrupectins and drilline for, aDd producioe oil and/or ps that n y be found aDd produced from the above described area; aDd 

WHEIU!AS, a&r aD bids and remitwlees which were received up 10 said limo have been duly coosidered by the Commissiooc:r of the GCDCBl LaDd Office and the School Land Boud at a regular 
moelin& thmlof in the Geaeral Land 0~, on the l .. day of Oclollcr, 1007, bcroina&r the "effective dalt" and it was follllcl and dewroined that ICARUS, INC, whose address is 71' 
SAWDUST ROAD, SUITE 109, THE WOODLANDS, TEXAS 173~1946 bad offered tbe higbc.st and best bid for a lease of the area above desc:ribcd and is, therefore, c:nlitled 1o receiVl: a 
lease thereon: 

NOW, THEREFORE, I, Jerry E. Pa~n. Commissioner of the Gcnenol Land O(fw:e or the State ofT exas, hcnJinafier sometimes refcmd 1o a.s "Lessor." whose address is Austin, Texa.s, by 
~ of the ;alllbority Vc:3tcd in me: and in coosicknliOll of the p;aymc:ot by the bcrciD&&T duipled LcMcc, the $1101 of I' oar Hulldrccl Fifty and 00/100 ($450,00), RCCipt of wblcb is ben: by 
aclcnowledged and of the roya.lties, covenants, stipW.tioos and conditioos conaained md hereby agreed 1o be paid, observed and performed by Lessee, do baeby demise. gran~ loose .00 let unto 
the above mtntioned bidder the exclusive right to prospect for, produce and take oil aodlor gas &om the aforesaid area upoo the foDowin1 terms aDd co!lditioos, to-wit: 

1. RESI!.RY A TION: Thctt is he~by excepted and reserved 1o Lessor the full use of tbe p<operty covered hereby and all riihts with respect 1o the surface md subsurface thereof for any and 
all purposes except those granted and 10 the e><lcnt herein pull:d to Lesscc, 10gcther witb the rights of ing=s and egrus aod IIIC of said Ianda by w-and its mineral leuoes, for plllpOSCO of 
exploring for and producina the minerals whicb arc not cove~d, or whicb may not be covered iD the ~. undco- the tmrw of this lcuc, but whicb may be toc.ted withiu the Slll12cc bouodarit$ of 
the lcued area. All of the rights in and to the lealed prenises relaio<>d by Lessor md &U of the rigbcs in and to tbe leased pm00es granled to Lelsee baeio shaD be u..-oised io such a D»JJlltf that 
ocither sb&ll tmduly interfere with the operatio111 of the other. 

2. TERM: Subject 10 the other provisions hereof, Ibis lax shaD be fOr a lam ofl!vt (5) yean from the effective date bcreor(bcmn called "primary 1a1II") and as Ions thereafter as oil or ps 
is produced in paying qumtities &om said :t.rQ. 

3. OELA Y RENTALS: lf oo well is commenced on the Land hereby leased oo or be foro tbe annivcnary dall: of Ibis ~this leuc shall terminate u lo both parties unless the Lessee on or 
before said date sball pay or tcDder to the Cormoiuioocr of the Gaom.J land Office of the Stall: ofTexas at Austin. Texas, the IUOOUDt specified in the following schedule multiplied by the 
ollmber of acres in tho premises, which shall operace u a rental aod co.....- the privilcJC of dc!ocnill& the commcocei1V:I)! of a well !or rw.lve (U) -1M from said date. ln like manner and 
upon payments or tenden of amountS set o\ll in the following scbcdlllc, the conUDCocemcnt of a well maybe fwtbadefel'l'ed for aiU:cperiod oftbc same cwnberofmontbs. 

Allnimwv Date Delay RcQ!Il m Acre 
First S S.OO 
Second s , .00 
Third · S2S.OO 
Follrtb S2S.OO 

4. PRODUCTION ROYAL TII!S: Subject to the provisioos for royalty reductions set out in subparagraph (E) or Ibis paragtWI> 4, upon production of on and/or gas, the Lessee agrees to pay 
or cause to be paid to the Cornmilsioaer of the Get~tralland OffiCe in Austin, Texas, for the use and beoefit of the State ofTexas, chaing the tenn hc~of: 

(A) OIL: As a royalty on oi~ wbicb is defined as inc:hldina all bydro<:arooos produced iD a liquid form at the mouth of the wen aDd aho all condmsale, di&tillatc, and other liquid 
hydrocarbons recovered from oil or gas nm tbrou&b a separator or other equipment. as bercinaftcr provided, ill part oftbe JT05S produaion or the market value lhcRof, at the option of the Lessor, 
sucb value 10 be determined by I) the higbest posted price, plus premium, if any, offeR<! or paid for of~ condensate, distill111:, or Olher liquid hydrocubons, rcrpectively, of a like type aDd gravity 
in the aeocnl area wbcrc produced and when run. C1f 2) the hicbcst marUt price tben>of ofTercd or paid iD the aellUalarea where produced and when nm, or 3) the aross proc>eeds of tbe i*le • • • 
thereof. w~hever is the greater. Lessee asn:es that befln any gas produced from the land hereby leased is sold, used or processed in a plant, it wiD be nm free of cost t> Lessor tbrou&h an • •: • • • 
adequate oi(•dd gas separator of coovctllional type or other equipment at least u efficient to the cod that all liquid bydrocarboos rocovcnblc from the aas by 5ld1 moans will be recovered. Upon 
wrin.n cooscnt of Lessor, the requirement that sueb gas be run tbrouJb oueb a sepantor or other equipmrn1 may be waived ..,.,., sucb 1am1 and c:onditioos u ~"bed by Less<><. 

(B) NON-PROCESSED GAS: 1u a royalty on any gas (includina flared au), whicb is dctlned as all bydrocaJt>ofts md psoous •ubstanccs aot defincd as oil in subparagraph (A) above, 
produced &om any weU on said land (except as provided bcn:in with respect tn gas processed in a plant for the exlnction of pso.line, liquid bydrocaJt>ofts or Olber product~) Jl! part of the I!JOU 
production or the martel val~~e thereof, at the option of the Les3or, such value to be based on the highest madcet price paid or offered for ps of corq>anblc quality in the atJ~Cra~ area wbue 
produced and when run, or the grou price paid or ofTcTed 1o !be produeer, whichever is pa~ provided that tbc maximum preuure bue in mcaswiDJ tbe pa under this lease coe>mCI sbaiJ DOt at 
any limo exceed 14.65 pDIIods per square inch absohl!e, and the standatcl bue ~lin sball be sixty (60) clqrccs Fallrenbeic, oomctioo 10 be made for preuure aa:onliai to Boylc·s Law, and 
for specific gravity according to 11:st mode by the Balaoce Method or by the most approved mcchod of te!ting beiQa used by !be iodustly at the~ of testing. 
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~ ~ J0990901 OR 3~80 ?.7 
(C) PROCESSED CAS: As a royally oo lilY ps processed U. a psolinc p . plant fur tho rccovny~f line or o . uid bydrowt>oN, JLi pan of tbe residue ps and tho 

liquid bydrocuboos extra~; ted or the rrarbt value tbereof. at lhc oplioo of the Lessor. due h=ia £hill be nl (I 00'/,) aflbe total pla.n! production of residue 
gu auributable 10 gas produtcd from lhis Ieise, and on fifty percent (SO<!.) or !hal • ucnJin& to Less«, wbi "II greue'r. o ~\nat pla.nt produccion of liquid bydrocarboos, 
attnbutable 10 the gu produoed from this lnse; pnlvided that if liquid bydrocarbons ~ rcc:cMrcd from gas~ in a plant ia which Lessee (or its pam!~ subsidiary or a.lliliate) owns an 
intercs~ then lbc perce012~ appticabk 10 liqaicl bydrowt>ons shaD be 6fty perceot (SO"!.) or llle bi&}le3l petecnl ac:cruin& 10 a third party proc=iDa gas lhrou&h sueb plaat \lllder a proccs:sinc 
acreeroon1 oegoliated 11 arms' lcuJ\11 (or if lbcrc is oo sucb third patty, lhc hi &)lest percent lhcu beiDa specified in proeessiQa a~ots or coruracts in lbt indusay), wbicbcver i1 the greatu. The 
respective royalties on residue gas and on liquid hydroeazbons shall be detennmcd by I) lhc highest marlcel price paid or offered for any ps (or hquid b:ydroc:arbons) of ~lc qualily iD tho 
genenl arco or 2) lhc cross p"" paid or offmd for such residue gu {or lhc weighted avence poss scDin& price for lhc respective cndes of liquid hydrocarbons). whichever i£ lhe greater. lo DO 
even~ however, sballlhc royalties payable under this patllgrtph be less !han lbc royalties which would have been due bad lhc gu DOl been processed. 

(D) OTHER PRO DUCTS: As a royalty on corboo bbck. sulpbur or any olbcr prod1>0ts proc1uccd or rranufaei\II'Cd from ps (uccpling loquid hydrocarboos) wbelbcr wd ps be 
"cosingbead," "dry" or any olber gu, by fracciooaling. burning or any olbcr processins. ill pan of gross productioo of iutb products, or lbe marl<et value lbercof. allbe option of Lessor, such 
martel value 10 be deterTDtDcd as follows: 

( I) On lbe basis of lbc higbesl market price of each product, durins lbe AmC rmDlh in which such product is produool, or 
(2) On lhe basis oflhc average gross sale price of each product for lbe same rmnth m which sueh products arc prodoccd; whM:bever islbc ~ler. 

(1:) V AJUABLE ROY AJ.. TV: {t) Subjec:t to lhe olber provmoos of this lease, ol is hereby provided that io lbe event prodi>Ccion in paying quantities is estabhsbed pursuallllo lbe terms of 
this lease and $\leh production is brought on line aDd sales !hereof are c:ommeoccd within eigb~een {1 8) rmnlbs of lhe effective date hereof, lhe royalry rate provided herein shaH be redi>Ccd 10 
20"~. aod shall apply 10 each subsequent well drilled and prodi>Ced 011 lhe bod covered by this lease. Provided lha~ if durin& sucb eisi>Jeeu (18) month term durin& which lenee may earn a 
redi>Ced royalry nte of 20"!. u herein pnlvided. Lessee should drill in good faith aDd co""'lete lhc first well u a dry bole on lbe land covered by this lease, U.see may receive a lhree (3) monlb 
extension of lbe term in which 10 com a reduced royalry nte by giving noriu 10 lhe Commissiooer of lhe Oeuenl Land Ofllee, 00tn1t'l<11Cins drilting opencioos on an additional wen prior lo lbe 
Cltplt1llion of such three (3) rrr:mlh period and prosecutins dilisn>liY aod in good failb lbe dnlling of such addicional well and co""'le!ini same so lhat prod1>0lion in pay.na quantities is estAblished 
and so rhar such production is brought on line aod sale.J thereof are commenced prior lO lhc expinuion of such lbrce (l) rmnth extension period 

(ii) In lbe event production in paying quantities is es~bl~bed pursuaoliO lhc ltrtm of this lease and such production is bro!iiht ooline and sales thereof an: conwnc:nccd after lhe expiration 
of eighteen (18) months from lhe effective dale bereofbut prior 10 lbe expiration of twenry-four (24) moolhs from lhc ef!'eclivc dare bercof, lbe royalty tale provided bercln sball be reduced 10 
22.5'h and shall apply 10 each subscqucol wcU drilled and produced on lhc bod covered by lhiJ lease. Provided lha~ if dl.ring S~>Ch six (6} motllb 1enn durin& which Leuee may earn a reduced 
royalry nte of 22.5% as herein provided, LesS« should drill in good failb aod complete lhc first w.:U as a dry bole on the laod covered by lhis lcau, Lessee may receive a lhree (3) monlh 
utension of lbe term in which 10 earn a reduced royalry rate by &ivinR notice 10 lbe Commissioou of lbe General Land Office, cornrocncin~ dn1Jing operalioos on an addiliollal well prior lO lhc 
expiralioo of such llree (3) mood! period and prosceuling dlligenlly aDd in good faith lbc drillina ofsucb addicional well aDd eot\1)lelina AmC so tbal produc:cion ia paying quantities is established 
a.od so lhal such produccion is brougbl on line and sales lbcrcof are comm:oced prior 10 lbt e~piralion of sucb lhrce (3) moolb ut&nsion period. 

(F) NO DEDUCTIONS: l.e$See &JTCCS lhataU royalties accruing co LesJor under this lease shaD be wilboul dedutlioo for lhe cost of producing, li'IDSpOrtina. and Olbetwise maloo& lbe oil. 
ps and other prodll(ts prodi>Ccd bercuoder ready for sale or use. 

(C) ROY AJ.. TV IN KIND: No<withnanding anything contained herein 10 lbe comnry. Lessor may, 111ts oplioa, upoo not less lbaD 60 days oolice lO lc$see, reqllire al any lime ot from 
lime 10 lime !hat paymelll of all or any royalties oceruin& 1o Lessor under lhis lease be made in lciod witbotrt dcduecion for the cost or producing, galberin&, SlOrin& sepualin&, nalina. 
dehydrating. co~ in&. proce3$ina,tnnspOrliDg and Olberwisc making lbe oil, gas and olhcr products prodi>Ced hercuoder ready for sale or use. Les.sots rigl\110 take its royo.l ry in kind shall ool 
dirnirush or nepte Les.sots righlS or Lessee's obliplions, wbelber eapren or ~lied, under this lease. 

{H) PLANT FtJEL AND RECYCLED GAS: No royalty shall be payable on any ps as mty reprcstDI this lease's proport>onat& share of any fuel used 10 process CU produced hereunder 
io any processing planL Notwilhswldulganylhing ~incd hercuiiO lbe coniTllry, and slbjee110 lbe consent U. writin& oflbc Commissioner oftbe General l&od Offu, Lessee may recycle ps 
for ps lifl purpose$ on lbe leased premis« 1~r lhe liquid hydrocarbons contained in tho gu have beeo removed. aod oo royalbes shall be payable on lbe &a• so reeyekd Wllll such time as lbe 
same may lbercal'ller be prodi>Ccd aod sold or used by Lessee in such rranner u 10 entitle Lessor ro a royalty thereon Wider lbe roy1lty provUions of lhis lease 

(1) MINIMUM ROY AJ.. TV: Durin& any year after lhc expiration of lbe primary 1erm of lhis lease, if Ibis lease i1 maintaiotd by production, lbe royalties paid to Lessor in DO evcnl shall be 
less tbao an amount equal 10 SS.OO per acre; otherwise, there shall be due and pooyable oo or before lbe Jut day of lhc monlb s~>CCtcdin& lhc omh'C1'Sor)' date of this lease a sum equal to SS.OO per 
acre less tho amoun1 of royalties paid dru;og lhe ~ding year. 

(J) MARGINAL PRODUCTION ROY AJ.. TV: Upon Lessee's wrilltn applieacion, the School Land Board may reduce tho royalty rate set oul in this pat11Cf11ph and/or lhc minimwn 
royalry set out io subparagraph 4 (I) 10 exteod lhe eroDOrnie tife of lhiJ lease and eocourase rooovery of oil or ps lhal might olberwise remain lltrrecovered. Any sucb royalty reduction must 
conform 10 lbt requirements of aoy School Land Board adminisntive rules on this subjecL Royalry lillY 001 be reduced below lhe app&able staiUIOry minimum. 

S. ROYALTY PAYMENTS AND REPORTS: AU royalties not taken in lciod shall be paid lo lhe Cormlissioner oflbe Geoeral Land Offi« al Austin, TCJW, in lhc followin& manner: 
Paymenl of royalry on produttion of oil eod gas shall be u Jl'l)'idcd in the rules set forth in lhe Texas Register. Rules currently provide that royalry on oil is due and must be received in lbe 

General Land Office on or before lhc Sth day oflbe second monlb s~>Cceedlng lhc month of prod1>0tion, a.od royalty on ps is due and must be received in lbe Oenenl Land Office on or before lbe 
I Sib day of tho sccood moath suocc:eding lhe monlh of production, aCCOiq)4Ulied by lbe affidavit oflhc owner, ,.,.ccr or olbcr 1ulhorizcd agcu~ COD1>1eled in lbe form and rratmer pre>enbed by 
lbe Oeue"' Laod Office aod sbowiDg lhc gross llmOIDll aod disposition of all oil aod ps prodi>Ced and lbe mubl value of lhe oO and gas, togelhtt wilh a copy of all docwnonts. rcconb or reports 
conf1Jlllins lbe gn>SS production, disposition and market val1>0 including gas meter readinp, pipeline receiplS, cas line reeeipls and olber c:beclcs or memoranda of amount produced aDd pul into 
pipelines, lAnla, or pools and ps lii>C$ or gas storage, and any other reports or records wbicb lhc Genenl Land Otroc:e may requtn: 10 verify lbe gross prod1>0lion, disposilioo aod marlcel value. In 
all cases lbe authority of a manager or agenlln acl for lbe Les..ee be rein musl be filed in lbe General Land Office. Each royalty payment shall be acco""'anied by a check stub. schedule, summary 
or ollter r<:minance advice sbowin& by lbe assigned General Larv:! Offiu lease nwnber lbe aroounl of royalry being paid on each lease. trU.see pays his royalry on or before lhirty (30) days a~r 
lbc royalry payment was due, lhco Lessee owes a pc111lry or 5% on lbe royalty or S2S.OO , whichever is grurer. A royalry paymenl wbieb is over lhirty {30) days late shall aceno: a pcrWty of JW, 
or the royalty due or S2S.OO whichever LS crea~tr. ln addition 10 a penally, royalties shali ..:CNC interest at • rate of 12'!. per year; such insei'C$1 will be &in ~ w hen lbe royalty is Jixry (60) 
days ovenlue. Aflldaviu and s~ documents \Oibicb ar<: not filed when due shall incur a penalty in an armunl set by lbe General Laod Otlice administnlive rule which is effective on the 
date when lhe afTidaviu or supporting documr:lllS were due. The u-e shall bcor all responsibility for paying or causing royalties 10 be paid as prucnbcd by lbe due date provided herein. 
Payment of lbe delinquency penalry shan !n DO way operote 10 prohibit «be Slat&'s ri&ht of forfeiiUre u provided by law nor let 10 postpOnc lhe dale on wbieb royakics wcrc originally due. The 
above penalry provisions shall DOl apply in~ oflillc d.ispule IS 10 lhc State's porcion of the royo.lry or 10 lbal ponioo of lbe royo.lry in dispute as 10 fair marlcel value. 

6. (A) RESERVES, CONTllACTS AND OTR£R R£CORDS: Lessee shaU annually funlisb lbe Commissioner of lbe OeDCnl Land Off'oce wilh its best posrible cmate of on and gu 
men-a underlying this lease or &llocable lo this lnse aod shall furllish said CommisJioner with copies of all contrac1S under which gas is sold or proeesscd and al l subsequent agreements and 
ameodnw:nlS 10 aucb conll'acu wilbin thiny {lO) days after e:nseriQg inlo or rraldoa such conll'aets, a~ms or amendments. Such COillnClS and aueemeots wben rc.ccived by lbe Oentnl Laod 
OITicc shall be held in eonfulence by lbe Oeneral Land Office unlesa otherwise authorized by Lessee. All olber contracts and records pertaining 10 lhe produerion, lnDSpO<Qrioo, sale and 
morlceling of lhc oil and ps produced on said prcmi&es, including lhc boola and accounts, receipts aDd diselwgC$ of an wells, tanlcs, pools, melUS, and pipe tines sbaU al allliroos be subj«t 10 
inspectioo and examination by lbe Commissoo.r>er of lhe Oeneru Land Office. tbe Anomey Ocnera~ lhc Governor, or lbe rcprek11talive of any orlbe1n. 

(B) DRILUNG RECORDS: Writ:leo nolice of all operations on lhi.s lease shall be submitted to lbe Commissio- oftbe Oenet11l L.~~>d Office by Leosec or operatOr five (S) days before spud 
date, woR:ovcr, re-enuy, tnqlOf'lry abandonmtnc or plug and abulclomnerll of any .,-ell or wells. Such wrillen ooliee 10 lhc Ocncnl Land Offiec shaD include copies of RaJ~ Colllrnis5ion 
fomw for apptieation lo drill Copk£ of well tests, co""'le:tioo reports aod ptuuing reports sboll be s~licd 10 lbe Galen! Laod Office 11 lbe lime lbey arc !lied willa tbe Teu.s !Wiroad 

· Commissioll. Lessee shaD supply lbe Oenml Laod Office wilh any recools, memo!'lllda,aocounts, reportS. cunings and cores, or other in.brmrion relative 1o lbe open tioa oflbe ibove-descnbed 
premis", which may be ~<:quested by lbe ~nenl Land Offiee, 111 ..sditioa 10 lbosc herein expressly provided for. Lessee shaD bave an electncol and/or radloacliviry survey rrade on the borc·bole 
seclion, from lbe base oflbe surfau cas in& 10 tho lOlii deplb of weU, of al l wells drilled on the above described prernisu and shall transmit a lrUe eopy of the log of each s~y on each well to lhe 
Gencnl Land Otftu wilhin fifteen ( t 5) days after lhc making of said survey. 
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(C) PiNAL TIES: Lessee sbaU iDcur a peoalty wbcnevu rcporu, documenls or otbc:r mataialun: DOt filed in the General Lalld Office when due. The peoalty for late mioa shaU be set by 
the Gcoer&ll..aod Offke adminiscrative flllc which is effective on the dale wbeo the materia!J wen: due in the Genom! Land Offke. 

7. RETAINED ACREAGE: Notwithslmdina any provisioo of Ibis lease to the ccotnry, after a weU producing or capable of producing oil or ps bu beeo compleled on the leased prmises, 
Lessee shaU exm:ise the diligence of a rta30oobly prudall operator in drillina m:b additiollll wen or wel!J as may be rea.sooably necessary for the proper development of the leased pn:miscs and 
in marbling the produc:tioa tbcreoo. 

(A) VERTICAL: In the event Ibis lease is in force and effect rwo (2) )UI'S aftcr the expintioo dale of the primary or eneodod 1crm it sh&lllha lenmaate u 10 an of the leased pmrues, 
EXCEPT (I) 40 acres surrouodios each oil wen capable ofproducina in payinJ quantities and 320 a.crt.s surroiDiina each ps wen capable ofpnKiuciag in payins q\Wibtica (iocludine a shllt-iD 
oil or ps wen a.s provided in Pangrapb II hereof), or a well ~which Lessee is then eopged in ccntinuous drilliDa or ~ operatioos, or (2) the nwrber of a enos iocluded in a producmc 
pooled unit punuaut to Nawn.J Raoun:cs Code Sectioos S2.tSI-Sl. t53, or(l)sucll gteU:ror ie&1cr ownberofacn:s u 111lY Ibn be allocated forproductioo pwpores to a prontioo unit !or each 
such producing wen Wider the rules and recuJalions of the Railroad COIIIIT'iulon of Texas, or"">' SU~Xessor •1cncy, or ocber ~ autbority bavinl jwisdielioa Wilhin 90 days of a 
partial tmnination of this lease In aocordance with lhis subpara~h aDd upon payment of the minimum Hlins fee set by Gcoer&l Land Of'ficc rules iD effect at the time of tbe partial termination. 
l.eSloc shall have the right to oblain a surface lease for inpns and epas oo and across the lem'inaled portion of the leased pn:miscs asl!1ly be rta.!Ooably oeussary for the cootioucd opcntion of 
tbe ponioos or the lease reniDina in force and effect. If IAlaeo fails 10 apply fu a llrlacc lea.sc wilhin the 90 day period speeilicd above, Leuee may apply for 1 surfAce lcuc fium the Land 
Office, bill the Land Commissioner bas the dla<:retion to pan! or deny rucb applie.ttioll and to set tbe feo br aacb surface leaa. 

(B) BORIWNTAL: In tbe event this lcuc is in force and effect rwo (2) )UI'S after the expintioo date or the primary or eXJended tam it shall furtbc: tcminate u to an clq>ths below 100 
feet below the IOta! depth drilled (htn:inaJicr "deeper clq>dls") in each well louled oo acreage retaiood in Pangrapb 7 (A) above, unleu oo or before two (2) years after the primary or eltleDdcd 
tenn L.esue pays an amount equal to ooc-balf(ln) of the boous ori,m&ny paid as eoasideration fOr Ibis lease (u specified 011 paae I hereof). 1! such amount is paid. Ibis lease shall be in fm'ce 
and effect as to sacb ~ deplhs, and said termination shall be delayed for an additional period of rwo (2) years and so 1oar there& !Ia as oil or ps is prodiiCCd in payins quantities fium such 
deeper depths ccvered by this 1-. · 

(C) IDltNTIJIICATION AND FILING: The surfAce &CI'QpRtaioed bemiDder u to uoeh well shal~ u oearly as practical, be in the form of a .square with the weU lou led In tbc ceoter 
th=of, or such other shape as ll'IIY be approved by the School Land Doard. Within thirty (30) days after partial lermination of this lease u provided ben:in, Lessee shall cx.ecute and n:cord a 
release or releases ccntainina 1 ntilfllctory legal description of the acreaae aDd/or deplbs 001 rellincd ben:uoder. Tho recorded releue, or a eertified ccpy of same, shall be filed iD lhc: Gencnl 
Land O'lllce, ~ by tbe rtlin& ~e preaeribed by the Geaen1 Land Of'l'ke Nlea in effccl oo the date the release is filed. lf Lessee Wls or refuses to exeeubo and record sllcla release or 
r<:leascs wilhin ninc:ly (90) days afttt being requested to do so by the Geoeral Land Office, tbm the Co~ at b!5 sole discretioo may designate by wriltcll instrument the acreage aDd/or 
depths to be released hereunder and reccrd such illslrwneDI at Lessee's elq)CIISC in lhc: ooUIIIy or COUDiies wberc tbc lease ia loulcd aDd iD the oftieial reccrds of the Gnenl Laod Of'ficc and aucb 
designation shall be binding upon Lessee for aD pwposes. If at any time atlu tbc efl'oc:tive date of the partial terminatioo j,rovisiooa hereof; the applieable field rules are changed or the well or 
wells louted thereon an: re<:lusif!ed so !bat less acreage is tbereal\rr allocated to said well or wells for productioo purpose$, this !use sbaU tbereupon terminate as 110 all acn:aae not lbcreafttt 
allocaled co said well or welli for produetioo purposes. 

8. OFPSrT WELLS: If oillndior gas should be produced in conwncrcial quantities fium a weD located oo land privately owned or oo Swc land leased at a lesser royally, which well is wilhin 
ooe thousand (1,000) feet of the an:a iocluded herein, or which well is clninina tbc an:a covered by this lease, the Lessee sh&ll, wilhin sixty (60) days atleT such Initial production &urn !be drainins 
well or the well located within one thousand (I ,000) feet fium the an:a covered by this lease begin in sood faith and pl'OfOCIIIc diligelllly the drilling of an o~t weU oo the area covoered by this 
lease, and such offset well shall be drilled to such dc:plb as 111lY be necessary to preveDI the undue dnioa&e of the an:a ccvered by Ibis leue, and the Lessee, mana&er or driller shall usc all means 
necesary in a good ~ith effort to make such offset well produce oil and/or gu in commm:ial quantities. OoJy upon tbe determination of the CoJTI1lissioner and with his writ~en 'PP!')VIl, may the 
paymenl of a oo~tory royalty aatiJfy the ob~ption to drill ao offset well or weU. required lllld« Ibis Parappb. 

9. DRY HOLE/CESSATION OP PRODUCTION DURJNG PRlMAJlY TltRM: If, during the primary term bcrcofand prior to dilcovC't)' and produc:tion of oil or ps oo said land, Leuee 
sbould dn11 a dry bole or boles thereon, or if durin& the primary term benof and atleT the discovuy and actual productioll of oil OC' &U ftom the leued prtmistii!ICh productioe tbmof sbould 
ceue trom any ea-. this lease shan 001 tenninatc if on or beCoro the upintion or sixty (60) days from date of coq>leiion of said dry bole or cessatioo of producboo l.eslec OOIDilCIICCS 

additional drilling or reworuna open lions thereon, or pays or les>den the DeJU &DIIIl&l delay m>l&l io the same maDDCr as provided ill this leue. u; durin& the lut year of the primary 1mn or 
within sixty (60) days prior thereto, a dry bole be CCJ'I1>leled and aballdooed, or the producdoa of oil or ps abould cease for any cause, Lessee's rigbls shaU remain in !WI f~ and clreGt without 
runbcr opentions Wllillbe e;q~intion or tbe primary tcnn; and if'-"-< bu 001 resumed produetion in paying quantities at the expiratioo of the primary term, Lessee rmy maintain this leue by 
conducting additional drilling or reworking opcntioos punuant to Panpaph 10, lllins the cxpintion of the primary tmn u the date or eeuation o!productioo Ulldcr Panpapb 10. Sbould tbe 
fll'ft well or any subsequenl well drilled on the above desc:n'bed land be to<q>leled u a slwJ..in oil or ps well within the pM.ry lenn hereof, Lessee may resume paymeol of the lliD\131 reDial in 
tbe sunc: manner as provided ben: in on or before the rental payiDc date following the expintion of W.ty (60) days from tbe date of coq>letion of such shut-in oil or ps well and upon the failure 110 
make such paymen~ lhis lease shall ipso facto terminate. I f at lhc: c;q~intioo of the primary term or any time therea11er a sbuc-io oil or JU well is localed on tbe leased pre!Dses payments may be 
made in accord.l.nce with the sbUI-in provisions hereof. 

10. CESSATION, DRJLLING, AND REWORKING: If, after lhc: expintion of the primary term, production of oil or ps fium tbe leased premises, aJ\a once ob12ined, 1boold cease &urn 
any cause, !his lease shall 001 terminate if Lessee commcncc.s additiooal driUin& or reworlcina opcntioas within sixty (60) days atll:r INCh cessation, and this lcuc sball remaiD in full force and 
etfect for so lona as such operations continue in good faith aDd iD worlcmanlike IDiliD<r without in~111 totaJina more than sixly (60) days. 1! such drillinc or rcwortinc operations result in 
the productioo of oil or ps, the lease shall mnain in full force aDd effect for so long as oil or ps is produced fium che leucd praniscs in payinJ quantities or par-nt of abut-in oil or ps well 
royaltiu or paymcDI of ~tory royalties is made u provided herein or u provided by law. 1! the drilling or reworkiDI operations lWIIt io the coq>lc:tion of a weD as a dry bole, the leue 
will 1101 tcminate if the Lessee commences additiooal drill ina or rcworldllg operatioos within si:xly (60) days after the ~letioo of the well u a dry bole; and this leaJe shaD mnaiD in eircct so 
long ., Lesoee continues drillina or reworking operations in cood failh and in a worlanaolilce maDDCr withou! inlcnuptioru tollliD& more thaD sixty (60) days. Lesoec sbaU give wria.en notice to 
the Genenl Land Off tee wilhin thirty (30) days of any cessation of production. 

11 . SHUT-IN ROYAL TIES: For pwposes of lhis pangRph, "well" means any well that bas been assigned a weU number by lhe 1ta11> agtDCy bavin& jurisdiction over the production of oil 
and ps. If 11 any time after tbe expintion of the prinary tam of a leue tba~ ~mtil bein1 shut in, was being maintained in force and effect. a weU capable of producina oil or gas in payinJ 
quantities is localed on lhc: leased pmnises, but oil or gu is 1101 being produced for l&ck of sui1ablc production facili~ or bclc of a suilable mark.et, then l.eSlee 111lY pay u 1 shut-in otl or &U 
royalty an amount equal to Sl 0.00 per acre.. but not less than S I ,200 1 year for each wen capable of producing oil or gu in payinJ qu&~~tities. To be effective, each initial sbut-iD oil or gu royalty 
must be paid on or before: (I ) the expiratioa of tbe prinmy term, (2) 60 days aJ\a !be IAssec ceases to pt'<l(luu oil or gu fium tbe leued premises, or (3) 60 days after Lessee COf11>leles a drilling 
or reworlciog operation in accordance with the lease provisions; whichever date is laleSl 1! the shalt-in oil or gu royalty is paid, the lease shan be considered 10 be a produc:i.og lease aDd the 
payment shall extend the tmn of the lease for a period of one year fium the cod of the primary tum. or &urn tbe tint day oftbe month followio& the mootb in which produetion ceased, &nd, after 
lba~ if no suitable production facilities or sui1ablc tnlfi(et for tbe oil or JU exists, Lessee may exlcDd the lease for 10 .... more sua:essive periods of ooe (I) year by paYina the same &.10011111 each 
year oo or before the cxpintioo of each shut-in yur. 

11. COMPENSATORY ROYAL TIES: I( during the period tbe leue is kept in effect by payment oftbe 1but-in oil or ps royally, oil or gu is sold and delivered ill payina quantities from a 
well localed wilhin one tbousalld ( 1,000) feet of tbe leased prcrrises aDd convicted in the same producing reservoir, or in any ca.sc in which dnina&e is occurring. the riJbt to ccntinuo to maiDlaiD 
the lease by payiQ.¥ the shut-in oil or gas royalty shall cease, but the lease sball n:moin effective for !be remainder of the year for which lhe royally bas beal paid. Tbe l.eSlee rmy maintain the 
lease for four more sucussive years by Lessee payinc eo~ tory royally at the royally nte provided iD the lease nfthe nrkct value ofproductioo fium the well caunoalbe drainage or which 
is compleled in the same produc:ing reservoir aDd wilhin ooe thousand (I ,000) feet of lbc leased pmrUea. The COiq>ODSa!Ory royally is 10 be paid motllhly co tbe Co~ioocr beSinninJ on or 
before the lut day of the moath foUowin& tbe mootb in which the oil or gas is produced fium the weD causinc the drainage or lbat is eonvleled in the same producing reKTVOir aDd louted within 
one thousand ( 1,000) fKt of the leased premises; if the co~ royally paid in "">' 12-mootb period il in an umuntlcss lban the amual1but-io oil or gu royalty, Leslee shaD pay an 
umllllt equal10 !be difference wilhin thirty (30) days fium the end of the 12-month period; aDd DODC oftbcae provisioos will relieve Lessee of the obliptioo ofreasooablc ckveiopmc:Dt nor the 
obligation 110 drill offset wells as provided in N.RC. Sectioo n.Ol-4; however, 11 tbe delml'lioalioo of the C~· ~· . I wriiUla lppn)val, the pa)'!DCDI of 
convmutory royalties shall satisfy the obliptioo to drill offset wells. c:o,..,....atory royally paymcniS which are · ~ iolerest in accorda.DI:e with Pangnpb 5 
of this lease. th The foregoing is a true and correct copy as e same 

appears on file and recorded in the appropriate 
3 records of Brazos, CCjn;', Te~s ./c) 
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Thereby certify, on 'J - B - 0~ <>~ 
@ ~~~·«-> r")•: £l.v V0l f·g 
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13. EXTENSIONS: lf, at the upintion of the primary tem1 of this lease, produc:tion of oil or ps bas oot ~~'d6'11\e ~lUes bat drillina opcntioas ~being cond~~eted 
thereon in good bith llDd in a good and workmanl.ike ll'lllll\ef, Lessee may, on or beilrc tbe expiratiou of th< prin»ry term, file In the Ocneral l.aod Otr>ee wrinen applicatioo 10 the Cornmissiooc:r 
of th< Geaen! l.aod Otlkc for a thirty (30) day e.Ucnsion of Ibis ~. ~by payment of'l"brtt llloQsllDd Dollan (S3,000.00) if Ibis lease covers six lnmclred fony (640) acra or less 
aDd Six Tbousaod Dollar$ ($6,000.00) if this lease covas more than six hundred fony (640) acres llDd the eon.nissiouer $ball, In writing, exltod this 1eue fbr a thirty (30) day period &om llDd 
after the expiration of tbe primary tmn and so loJIIIbcreaftn as o~ or ps is produoed ia payiDg Qlllll!itica; provided Nrb'r, tbat Less« may, so loos as sucb drilliDJ operatioliS - being 
cooduci.Cd n-alce IW: applicalioo aDd payment durin& any thirty (30) day extended period for an additiooal exte.WOn of thirty (30) days alld, upon receipt of such applicatioa aDd paymrn~ tbe 
Commisslo~~e< sbol~ in writin~o again exteacl this lease so that Ullll: shoD remain in fon:e for such additioaal thirty (30) day period aDd so leo& thereafter as oil or ps is produced in paying 
quantities; provided. llowcvcr, that Ibis leue shaU not be extended for rroro than a total of three hundred oioery (390) days &om and after the expiration oftbe primary tem1 unless production in 
payinc quantities bas been obt.aioed. 

14. IU!STRJC'TED USE OF SURFACE: luly provisioo bcrein to the c:onlnry notwithsaocl:i.D&. it is a~d and uodmiOOd lbat no entry sball be permiuod oo th< surface of the I&Dd. luly 
deVl:\oprncot of the laod shall be by means of dlm:lional wells located elf tbe leued laod, or by pooliDg said land with other lands or leues as provided fi>r by Subchapter E, Olap~er S2, Nallnl 
Resources Code. 

15. I'OLLIJI'ION: In developina this area, Le.uee shall usc tbe highest de~ of care aod all proper Rfq\W'ds 10 preve~~t poUutioo. Wilboul linlitin& ~ foreaoing, pollution of coastal 
wetlands, nann! wattrways, rivers aDd ilqlouDded water sbaU be prevented by tbe use of c:oataiumetu fatiliries sufficient 10 prevetlt spillaac, seepere or pouod water cooumination. 1n the eVl:nt 
of pollution, Lessee shaU use aU means at ics disposal to recapllR aU escaped h~DS or otber poDIIWll aDd shall be responsible for aU damatpt 10 pub IX: llDd private properties. 

(A) UPI...ANDS: l..e1see sbaU build and main!aiD fcneea U'OWld its slush, '"""· aDd drainare pies and tank battmes so .. to prote<:t liveflOcl< ~~ loso, dorna!l" or ir\iwy; and upon 
co~q~letion or abandorunent of aay weD or wells. Lessee shall tiD and leVl:l aU slush pits aDd cellan and oomple1ely clean up tbe drilling site of all rubbj,b theroon. 

(B) SUBMERGED LANDS: No discharge of solid waste or garll&ge shaD be allowed inlo State ~ten from any driUin3 or support vesseLs, production platform, crew or S11pply boat, 
barge, jack-up rig or other equipmentloc:alcd oo tbe leased area. Solid waste sball include but shall oot be limii.Cd 10 conta!Dcn, eqoipme11t, rubbish, plastic, sJus, and any otbc1 ,.,.,...~ non· 

biodegradable items. A sign must be displayed in a biJh llaffiC area uo aU ves~els and II"'Ullled platfonna staliDg. "Discbargc of any solid wastr: or garl>&ge into S111t WllerS &om =Is or 
platforms is strictly prnhibii.Cd aod may subjecta Slate ofTcus lease to forfeiture .• Such sta\emelll sbaU be in letleriftc of at leas! l• in size. 

(C) lUVERS: To the ex.tent oecessary 10 prevent pollution, the provisionJ fouod in N>sectioos (a) aDd (b) oftbis paracraPh shall also apply to riVl:TS llDd riveroed!. 

(D) PENAL TV: Failw-e 10 comply with the requirements oftbis provision may resuk in tbe rouimum penalty allowed by law including forfeiture of the lease. Lcsaee sbaU be liable for th< 
damaaes caused by such fauure and any COltS aDd expeoses iiiCurred in cleaning lJ'U3 a~lled by the: discbaraed wult. 

16. JDENTlFlCATION MARK.EllS: Lessee shall erect, at a distance not to exceed twenty-Jive (25) feet &oro each well on the premises coVl:rtd by this lease, a legible sisn on which sboll 
be st.ued the name of the operator, tbe lease designation and the weD number. When two or more wells on the same lease or wberc wells on two or more luscs arc oonnc:cted to th< same tank 
battery, wlocther by individual flow line collllCCdons dlrect 10 tbe tank or Wlb or by usc of a multiple header s)'Siem. each liDo be!weeo uch well and such tank or beadcr shall be le1J'bly idenli5ed 
a taU times, eith<r by a tlnnly anaehed tag or plate or an idencifieation properly painted on such line at a disW>ce not to oru:ecd thn:< (J) feet from such tank or beadc:o' connection. Said sill'S, llgs. 
plates or other ideotif~eatlon markcrs shall be rnai!Dil:ICd in a leJI'ble condition thrnushoul the tmn of this lease. 

17. ASSIGNMENTS: The lea-;e may be tnmferrtd at any tillll:; provided, however, that the liability of tbe tnnsferor 10 propaty discbarre it& obligation uDder the lease, including properly 
plua&iD& abandoDed wells, removing platform! or pipelines, or mrediation of coolalrUation at dn1J aiata shall pass to the tnas'- '4'C" the prior writlen eooxat oC the Colrmissioncr of the 
General Land Office. The Cormnissio~~e< may require the tnmferee 10 dernonstnte financ:.ial respoosihility and may require a boDd or od!ef sec:uriry. All aansfm lllUSI reftrtnce the leu: by tbe 
file number llDd must be recorded in the county wbere the uea is located, and the reootdtd lranlfer or a copy eerti11ec! 10 by the Collnty Clerk of the collllly where the transfer is recorded ..-..st be 
filed in the General Land Office within ninety (90) days of the executlo.n dale, a.s provided by N .. lt.C. Section 52.0'26, ~by the flliDg fee prexn'bed by tbe Oenenl Land Office ruk1 in 
effect on the date or receipt by the Genenl Land Offico of such trULsftt or c:ettified copy tbercof. Every transferee shall succeed to aU rights and be subjett 10 aD obligations, liabilities, and 
penalties owed 10 the State by th< original lessee or any prior tnnsferec of the lease, including any liab11itics to the state for unpaid royalties. 

18. REL.EASES: Lessee u.y reliuquish the riglm grani.Cd hc:mmder 10 the Sut.: at any time by n:corclin& the relinqui.shmellt in the COUill)' wbere this area is situated aDd filing the recorded 
relinquishment or emified copy of same in the Gmera.l Land Office withio nmel)l (90) days akr its execution ~ by the Iiiio& fee Jl'='ribed by the General Land Office rules in effect 
on the da~ of receipt by the General Land Office of such relinquisbmttll or certified copy ll>emlt: Such relinquishm:ut will oot have tbe efftct of releasing IAssee &om any liability ~tofun: 
accrued in favor of the Stalt. 

19. LIEN : tn accordance with N.R.C. Section S2.136, the Suo~ sball bave a first lien upon all oil and p s produoed from the area covered by thia lease 10 secure paymoot ofaD unpaid royally 
and other swns of money lbatrmy become due UDder this lease. By acceptance of this lease, l...essu grants the State, in addition 10 the lien provided by N.R.C. Seetion 52.136 and any <Xher 
applicable statutory lien, an express coolt11Ctual lien on aDd security interest in aU leased .mncnJs in llDd extnclled from the leucd pnmisn, aU proooeds wtlicb may accrue to~ &om the sale 
of such leased minerals, wbclber sucb proceeda are held hy Lessee or by a third parry, and all tlxturea on aDd iq>rovellltllla 10 tile leased pmnises used in connection with the production or 
proces.sins of such leased minerals in order to sec= the paymeot of all royalties or <Xher amounts due or 10 be=ne due UDder this lease and to sec on: payment of any dam~ges or loss that Lessor 
may suffer by reuoo of l..e$see's breach of any covoenant or conditioo of this lease, wbetbct expres.s or ~lied. This liea llDd scaaity interest may be foreclosed with or wilhout court p<QCecdings 
in the manner provided in the Tide I, Chapter 9 of the Tens Business aDd Comrnen:e Code. Lessee agrees that the Commissioner may require Lessee 10 uecw and record such instrurnenls as 
may be reasonably occcssary to acknowledge, attach or perfect this lien. Leuee bereby represcoa lbat there ""' 110 prior or~ liens atWna &om and rclati.og 10 Lessee's activities upon the 
above-described property or from Lessee's acquisition of this lease. Sbould the Cotmli!sioaer at any time c!eu:rmiDe that this repraentation is oot rrue, tbel1 the Commissioner may declare this 
lease forfeited as provided herein. 

10. FORFEITURE: If Lessee sball fail or refuse to u.lce the p&Yllll:l1t of any sum within tblrty (JO) days alia it becomes due, or if l..es.see or an aulhorized •&eat sboWd knowingly make any 
false relllnl or false report cooceming production or drilling. or if Lessee shall &ll or re.~ to drill any ofi:M:t weD or wells in soocl faith as required by law and the rules and regulatioas adopted by 
the Conmissiona of the Oc.oeral Land O ffice, or if Lessee should fail to file reports in th< rm.rlDel' required by law or fail to co~q~ly with rules and regulations promulgated by the Gencnl l.aod 
Office, the School Land Board, or the Railroad Cormni.ssion. or rtf- tbe proper authority acuss to the~ pestaining 10 operadpns, or if Lessee or an alllborlud agent shoiiJd knowingly fail 
or refuse to give correct information 10 the proper alllboril)l, or lcnowinzly fail or refiue 10 furnisb the General Land Office a comet log of any weU, or if Lessee sbo\11 knowincly viola~ any of the 
material provisions of this lease:, or if this lease is assigned and the assignment is not filed in the Outral Land Ofl"'>ee as required by law, the rigbu acquired under 

this luse shall be subject to forfeiture by the Commissioner, and be shall forfeit same wbm suii'>eienUy informed o f tbe facts wbicb autboriz.e • forttiture, and wbm forfeited the :ua shall again 
be subject 10 lease to the highest bidder, UDder the .same regulations cootrollln& tbe oripl sale of lea.ses. However, nothin& herein sbaU be construed as wamog the 11110matic ttrminatioo of this 
lease by opc:ntion of Jaw or by reason of any sp«:ial limitation arising beretllld<r. Forfeitures may be set aside and tbio lease and all riaht.S tbereuodtr rciDstal<() before the ri&hiS of another 
inte.rvene upon satisfactory evideoee 10 the Cormnissioner of tbe Geocraluod Oflic.: of funn co~lia.nce with lhe provisions of the law llDd afthis lease llDd tbe rules and rezulatioos tha t may be 
adopted relatiVl: bere10. 

11. RlVl!RBED TRACTS: l.n the event this lea.so coveD a riverbed, Lcsxe is bercby speei5cally gr&Dtcd the right of eminent domain and oooclenv»tioo as provided for in N.R.C. Sections 
S2.092-S2.093, u a part oflhe coosidcratioo moving to Lessor for the covenants herein tmde by Lessee. 

11. APPLICABLE LAWS AJIID DRILLING RJ!STRJcnONS: Tbis lease sbaU be $Ubjectl0 a.U rules and regulations, llDd amoodments thereto, Jl'01DOigated by tbe Conmissionc:r of the 
General Land Office governing drilling and ~ opentioos oo Pcrmanaot Free School l.aod (spocilically inchadiza any ru1e1 prormllg;ated that relate 10 plaus of opera6otU), paymen1 of 
royalties, and auditing proc:ed~WS, and shall be Sllbject to all other valid swutes, rules, n:,W.tioas, onlm llDd ordinances that nay alfect opentions undu (he provisions of this lease. Without 
limitina the &•oerality of the foregoing, Les.ee hereby aa;ren. by the a.ccc:ptance of lhilleasc, to be bound by and subject to aU llaiUIOry aDd feiUlatory provisioao relating to tbe General Laod 
Office's audit billinc notice and audit bearings procedw-e&. Said provisions are currently fowld at 31 Texas AdministratiVl: Code, Q.ap4er 4, and Texa.s Natural Resources Code Sections S2.13S 
and S2.1 37 through 52.l40. In the event ~•is lease covers land 6-ancbi&cd or leased or O!beTwise used by a navigation district or by tbe Uoiltd States for the purpose of oavigatioo or other purpose 
incident 10 the operation ofa po~ then Lessee sbaU not be enti tled to enter or possess such land ....;tbout prior approval as provided undtr Section 6 1.1 17 of the Texas Warer Code. but~ slsaU 
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be mtilled 10 develop such land for oil and ps by diroetional drilling; provided, bowe~r. !bat DO surlice drilling locatioo rray be neuer llwl 660 feet and special permiuioo from the 
Commwioncr of the General !And Office is ~ 10 nakc &II)' slrlau location uearer llwl 2,160 feet measured at riabt aaaJes from the DtaJUt bulkbead line or from tbc nearest dJO<I&cd 
bottom edcc of auy ebauncl, slip, or turning basin which has bcm aotboriz.ed by the Uoit.cd Stales as a fedcnl proj~ for fu!IR oouslnlttioo, whicbc~r is uearer. 

13. JlEMOVAL OF EQUIPMENT: 1.Jpoo the tt:rmination of this lease for any cause. Lessee shall DOl. in &II)' evmt. be pcmaacd 10 n:move tbc easin& or auy put of the equipment from any 
producin&, dry, or abandoned weU or wells witboUI the written consent of the Colllll"iuioocr of the Gmenl Land Office or his alllboriud rqmscotati~; oor shaD Lessee:, without the written 
consent of said Conmissioner or his autboriud representative rermve from the leased p~ the casin& or any otbc:r cqujpmmt. 1111terial, machinery, appliances or property owned by Lessee 
and UJed by t.esu. in the development and production of oil or sas therefrom until all dry or abandoned wells have bcm plug&ed and uotil t11 slush or re!'u$e pi~ have been properly filled alld aU 
brolctn or discarded IunDer, .mcbiDCty, or debri; sbaU bivt bcm itmOYed from the premises to tbc utilfaetion of tbc said Co!missiooer or his aulborized represeutati~ 

24. FORCE MAJEURE: Sbould U:ssce be prevenled from COI!1llyiDa wilh any express or ilrc>lied covenant of this lease, from eooducriug drilling opmtioiiS ~hereon. or from produc:in& oil 
and/or ga.t there &om. after effort made in good faith. by reason of wu, ~lliou, riols, saikes, ruu, aca ofOnd or any order, rule or regulation of aovemmental autborily, tbcn while so pre-ted, 
Leuee'1 obti1ation to corJ1lly with aucb covenant shall be suspended upon proper and utisliCIO<y proof JlRSCDted to tbc Commissioocr of the General Laod OlrJCe in ~n of Lessee's 
conecnrion aod Lessee shallnol be liable for <Wnlgcs for ranun: 10 C0"1!1Y therewith (except in the e~nt of lease operations smpcndcd u provicleil in the rules and rcJlulatious adopted by the 
Sebool Land Board); and this lease shall be extended wbik and so long u Lessee is prevelllCd, by any such cause, Crom dri0in3o rcworlcin1 opcratioos or producinJ oil and/or gas from the leased 
premiaes; provided. bowever, lhat oolhing herem shall be coustnled to JI!SPCod the ptymetlt ofrcll!als dna the primary or exlcnded rmn, oor 10 abridJle Lessee's rigbt to a suspension under any 
applicable starute of this State. ' --15. LEASE SECURITY: Lessee shall talce the highest degree of c~ and J? proper safe.-u 10 p~ ~· · and 1o prevent theft of oil, ps. and other hydrocarboiU produced fiom 
said lease. Tbis includes. bill is not limited to, the insttlla~ of 41~ ~mt11t, -", lodes, or ot.bct app · proltaive devices on or at aU access poiDts at tbc lease's production, 
ptherin& and storaJe s)'S1mtS wb= theft of b~ occw. Loe~~- be ~ 10r1ltc los. of~ re3ultina from theft and shall pay the Sllte ofToxas royalties thereon 
u provided berein on aD oil, gas or other hydrocarl>oos lost by rcasoa o( theft. , . - · · , 

I 

16. REDUCTION OP PAYMENJ'S: 1!, durini the primary~ a ponion ofthe)and co~d by this lease is included~ tbc bouDdarics of a pooled unitlhat hu been approved by the 
Sebool !And Board iD acconlance witb Natural Rc~ Code sections S2.1 Sl-S2.1SJ, or~ at illy tilht after tbc e>q>intioo of the primary term or the ""'ended tmn, this leuc covers a lcssa 
number of acru lhan the total amount described be:rein, payments lhat ue made on a per ~ basis bcrewder shaD be reduced aec:ordin&to the number of aerQ pooled, rel~d. SUI'1"C'IIdued. or 
odlnwlse severed, to lhat payments dclennloed on a per acre basis Wider the terms of this ~ durin& the prirrmy term shall be ealeulated based upon the nwmer of acres ounide !be bouodaries 
of a pooled unit. or, if after the expiration of the primary ~oerru. the JIIUilber of ~s actuallY "retained and coverlld by this lcue. 

17. SUCCESSORS AND ASSIGNS: The covenants, oooditions and agreemeo~ ~ bcrcin,.Jhall extend 10 and be binding upon the bein, uccuton, administntors, sucewon or 
essigus of Lessee herein. 

11. AN11QUJ1TES CODE: In the event lhat any feaOJrc of archeological or bisloric:al lntm<S~ on Permautnt School Fuod Land is encountrred during the activities aulhorized by this lease, 
Lessee will immediately cease activities and will imrntd.atcly notifY tbc Geocral Land Office (AnN. Archaeologist, Asset Ma.nageomnt Division. 1700 N. Congress Ave., Austill, Texas 71701) 
and the TCXIs Historictl Commission (P.O. Box 12276, Austin, TX 78711 ) ao that adequate mcasurc.s may be undertaken to protect or recover sucb diseoveoo or fmdinp, u appropriate. ~ 
is expressly pitted on notice of the National Hlstorieal Preservation Act of 1966 (PB-19-66, 80 Statute 915; 16 U.S.C.A. 470) end lbe Antiquities Code of Teus, Chapter 191 , Tex. N&t Code 
Ann. (Vcroon 1993 & Supp. 1998). On stat&-ewned land 1101 dedicated 10 tbc PennaDCIII School Puod, lessee shall notify the Texas Historical Commir.Jion before breaking ground at a project 
location. An ltCbaeolo~l survey might be required by the commission l>eftm COIISinll;tion of the project can commeoee. l'trller, in the event that any site, object, location. artifact or other 
feature of arcbaeoloaical, scientific, educational, cultural or historic ioteTcst ia coeountued durins the activitie3 &uthoriu by this leue, lessee wtll immediately notify lessor a.nd tbc TCJW 
Historical Commission so lhat adequate rncuuru may be ~n 10 protect or recover such discoveries or flndinp, as appropriate. 

19. VENUE: Lessor and lessee. including lessee's sucecssors &nd assiiJIS, hereby agree that venue fbr any dispute arising ow of a provision of this lease, whether expreu or inl>licd, regarding 
in~oerpretation of this lease, or relatina in any way 10 this lease octo applicable ease law, slahUs, or administntive rules, shall be in a ool»'t of torqlettnt jurisdiction k>eated in T111...U Couluy, State 
of Texas. 

JO. LEAS£ PILING: Pursuant 10 Chapter 9 of the TeJ<. Bus. & Com. Code, this leuc """'be filed of record in !be office of me Couruy Clai( U1 any county in which all or any pan of the 
teased pmnises is located. and ccrtiflcd copies thereof mwt be filed iD the General Land OffiCe The prescribed filing fee shall a<XOrnpany the certified copies sent 10 the General Land Office. 

s 

STATE OF TEXAS 
COUNTY OF BRAZOS 
The foregoing is a true and correct copy as the same 
appears on fUe and recorded In the appropriate 
records of Brazos, County, Texas 

Thereby certify, on 'f-6-08, c:J;;f:: 
~ 4-1ttc~·~ WJ County Clerk 

Brazos Countv T <>xas 
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31 . EXECUTION: Thu oil and gas lease must be signed and acknowledged by tbc Lessee before it is filed of=ord in the county records and in the General Land Off ICC of the Sute orTeus. 

Texas under lhe seal oflhe Gencrlll Land Office. 

ED 

CoDttDLI ":Jt1 ~ · 
up! ~-
oc ~ 
Euc~ 

Te. X Q.S 
STATEOF __ ~------------------ (CORPORATION ACKNOWLEDGMENT) 

COUNTYOP Moo fJa m erY 

BEFORE ME, the undersigned ~rity, on this day personally lppearcdi __ ...JB~_lr:....;:ll!...!::CJ.~-___.!.P....;.~-·..!.8..o!..!'eU..J..-1,.J../...;. a:.J_ ________ _ 

known to me to be the person whooe narne is subscnbed to the fon:going imtrumen~ as._ ...J...f_('L..Ie:.....::Swli:..· s..d:LS.<'..£0..J..J.f __ .......!g==· =------- or 

IcaruS. Iv!c: . c; Tt!:Xq 5: Co r/.JOr4.fL 'c!11 andaclmowled&cdtomethathtcxeeutedtheame 
' I I 

for the purposes and consKiel"lltion therein cl<)lresstd. in the Qpacity state<!, and u the act and deed of sai<l corporation. 

GivC11 under my hand and seal of office this the ~ 7 I A day of E<. a'"(/ 7 

........ "" ' """'""9 ~e~t> VIRGINIA K. HRI8AR 
. My Comm• ion Expires 

August 28 2011 

~········ .............. __.. 

Notary Public in and for [ h (. 

STATE OF ______________________ _ (INDIVIDUAL AC KNOWLEDGMENT) 

COUNTY OF ____ _ _ _____ _ 

Before me. the Wldetsigned authonty. on this day personally appe:ored, ___________ __________________________ _ 

known 10 mo 10 be the persoos whose na mos arc subscribed to the foregO Ill& tMtnlmCn~ •nd acknowledged co me thlc they ex<euted the 
samo for the purposes aod considerabon therein txP=5cd. 

Given under my hand and S<:al of offiCe this thc _____ __ day of __________________________ ~ 2o. ________ _ 

~lAic OF TEXAS 
COUNTY OF BRAZOS 
The foregoing is a true and correct copy as the same 
appears on fUe and recorded In the appropriate 
records of Brazos, ~ty. Texas ~ 
Thereby certify, on 7 -s -oo. ~ 
~ ~~~ .. ) W County Clerk 

Brazos Countv T<>x~~<; 

Notary Pub he m and for _____________________ _ 

6 
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EXHIBIT WA" 
ATIACHED TO AND MADE A PART OF STATE LEASE NO. M-108408 

BEING A 2 ACRE TRACT OF LAND IN THE JOHN AUSTIN LEAGUE A-2, BRAZOS COUNTY, 
TEXAS AND FURTHER DESCRIBED IN A CONVEYANCE INSTRUMENT THAT S.J. ENLOE 
AND WIFE RUBY L. ENLOE, S.J . ENLOE, JR. AND J. CARROLL ENLOE, HEREINAFTER 
CALLED GRANTORS UNTO THE STATE OF TEXAS FOR THE TEXAS DEPARTMENT OF 
PUBLIC SAFETY HEREINAFTER CALLED GRANTEE AND MORE PARTICULARY 
DESCRIBED IN EXHIBIT "A" OF SAME, DATED NOVEMBER 19, 1979, RECORDED IN 
VOLUME 441 PAGE 401, IN THE DEED RECORDS OF BRAZOS COUNTY TEXAS. 
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U.S. Postal Service TM 

CEftf.l=I~D MAILrM RECEIPT a­
U") (Domestic Mall Only; No Insurance Coverage Provided) 
::r 
ru 

a-
1"'­
rn 
U") 

D 
D 
D 
D 

D 
...-=! 

I 
' ' ' iJ11il ' 

Postage 

Certified Fee 

Return Receipt Fee 
(Endorsement Required) 

Restricted Delivery Fee 
(Endorsement Required) 

- • -

- • ~ 1 

$ 

~ TotatPc TIMOTHY L DILLO 

--

1"'- em 0 ICARUS INCORPORATED 
o 719 SAWDUST ROAD 
D siriieCii'P SUITE 109 
I"'- or PO BOJ 

.. ... 
' 

- - '-'= 

Postmark 
Here 

c;;,y;sisiE T HE WOODLANDS TEXAS 77380 2946 

PS Form 3800. August 2006 See Reverse for Instructions 

I 



Certified Mail Provides: 
• A mallmg rece1pt 
• A un1que 1denhher for your mallpiece 
• A record of delivery kept by the Postal Serv1ce for two years 

Important Reminders: 
• Cert1fled Mall may ONLY be comb1ned w1th F1rst-Ciass Mail.3 or Pnonty Maile. 
• Cert1f1ed Mall1s not available for any class of 1nternat1onal mall. 

• NO INSURANCE COVERAGE IS PROVIDED w1th Cert1f1ed Mail. For 
valuables, please cons1der Insured or Registered Mad. 

• For an add1t1onal fee. a Return Rece1pt may be requested to prov1de proof of 
delivery. To obtam Return Rece1pt serviCe. please complete and attach a Return 
Rece1pt (PS Form 3811) to the art1cle and add applicable postage to cover the 
fee. Endorse mailp1ece "Return Rece1pt Requested' . To rece1ve a fee w81ver for 
a duplicate return rece1pt, a USP~ postmark on your Cert1f1ed Mall rece1pt is 
reqwed. 

• For an additional fee, delivery may be restncted to the addressee or 
addressee's authonz.ed agent Adv1se the clerk or mark the mallp1ece w1th the 
endorsement "Restocted DeliVery·. 

• If a postmark on the Cert1fied Mail rece1pt IS des~red , please present the artl.­
cle at the post olf1ce for pos1mark1ng. If a postmark on the Cert1fied Ma1l 
rece1pt IS not needed. detach and afl1x label w1th postage and ma1l. 

IMPORTANT: Save this receipt and present It when making an inquiry. 
PS Furm 3bUO. August2006 (Re•-) PSN 7'L~002.QOO.! IV47 



• Sender: Please print your name, address, and ZIP+4 in this box • 

KERRIE EUBA KS 
TEX AS GE ERAL LA D O FFICE 
P 0 130X 12873 
AUSTIN TEXAS 787 11 2873 

RECEIVED 

r.TA~ ~ 2 2009 

GENERAL LAND OFF! 



SENDER: COMPLETE THIS SECTION ' 

• Complete items 1, 2, and 3. Also complete 
Item 4 if Restricted Delivery Is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mall piece, 
or on the front if space permits. 

1. Article Addressed to: 

T IMOTHY L DI LLO 
ICARUS INCORPORATED 
719 SAWDUST ROA D 
SUITE 109 
T i lE WOODLANDS TEXAS 77380 2946 

B. 

D. Is delivery address different from item 1? 

If YES, enter delivery address below: 

Type 
Certified Mall 0 Express Mail 

0 Registered 0 Retum Receipt for Merchandise 

0 Insured Mall 0 C.O.D. 

4. Restricted Delivery? (Extra Fee) 0 Yes 

2. Article Number 

(Transfer from service lab 7007 0710 DO DO 5379 245 9 

PS Form 3811 , February 2004 Domestic Return Receipt 1 02595.()2-M-1540 



' 'c _.,- • 

TE,X .,t\S 

February I 0, 2009 

Mr. Timothy L. Dillon 
Icarus, Inc. 
719 Sawdust Road, Suite I 09 
The Woodlands, Texas 77380-2946 

RE: MF-1 08408 

Certified Mail # 7007 07 10 0000 5379 2459 

Being a 2 acres tract of land in the John Austin League A-2 
Brazos County, Texas 

Dear Mr. Di llon: 

Our records indicate that the captioned lease has terminated for fai lure to pay the delay rental due 
October 2, 2008. 

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

If you have any questions regarding this assessment you may contact me at 512-4 75-1 579. 

~~ 
Ke1Tie Eubanks 
Mineral Leasing, Energy Resources 
Phone: (5 12) 475~ 1 579 
Fax: (5 12) 475-1 543 
kerrie.eubanks@glo.state.tx.us 

Stephen F. Austin Building • 1700 North 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.rx.us 
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File No. 

Date Filed: 1/14-/'Z.O ll 
Jerry E. Patterson, Commissioner 

BY---------~~~------------


