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OILA D CA LEA E 
NO. M-10952 1 

WII EREA , pursU3nt to tht Tt~as Natur.JI Resources Code Chapters 32, 33, S I, and Chapter 52, Subchapters A-D and H. (satd Code being heremafter referred to as N R.C.). and subJeCt to all 
rules and regulations promulgated by the Connnissioner of the General Land Office and! or the School Land Board pursuant thereto, and all other applicable statutts and amtndmtnts to satd 
N RC., the followmg area, to-wu 

TRACT 4-B OF T HE AVA OTA RIVER, ORAZO AND GRIME CO TI ES, TEXA , CONTAIN ING APPROXI~IATELY 2-1.12 ACRE ; TRACT -1-8 I THAT PORTION 
OF Ti lE AVA OTA RI VER \VIT I II T HE OOU OAR IES OF Til E MOO IT 0 . I U IT COVER ING 0 LV T IIO E DEPTII BELOW 12,22 1 FEET, All) :-liT 
OEI G ~lORE PARTICU LARLY DESCRIBED IN Mit ERAL FILE M-95-10-1, C RRE TLY ON FILE I TilE ARC II IVES & RECORD DI VI 10:-1 OF TilE TEXA 
GENERAL LAND OFFICE. A STI , TEXA , 

was. after bemg duly adven.sed, offered for lease on 7'" d•) of Octobt r, 2008, at 10:00 o'clock a n~. by the Comnusstoncr of the General Land Offict of the State ofTuas and the School Land 
Board of the State ofTe\as. for the sole and only purpose of prospecting and dnlhng for. and producmg otl andior gas that ma> be found and produced from the abo\e descn'bed area and 

WII EllEAS, after all bids and remlllances which were recetved up to satd tune have been duly considered by the Commissioner of the General Land Office and the School Land Board at a 
regular meeting thercof m the General Land Office, on the 7" d•y of October, 2008, hereinafter the "effective date" and it was found and detenmncd ~1at ARROWHEAD LA• 0 CORP. 
whose address IS 1010 LAMAR, UITE 15-10, HO TON, TEXA 77002-681 3, had offered the htghest and best bid for a lease of the area abo,·c descnbed and ts, therefore, entuled to 
recetve a lease thereon: 

OW, T il EREFOilE, I, Jerry E. Pauerson, Conuniss10ner of the General Land Office of ~1e State of Texas, hereinafter sometimes referred to as "Lessor," "hose address ts Austm, Te,as, by 
vinue of the authonty vested 111 me and in consideration of the payment by the hereinafter designated Lessee, the sum of Four Thousand Nine ll undred Ninety-T"o And 8-11100 Dollars 
( ~.992 .8-1), recetpt ofwluch ts hereby acknowledged and of the royalties. co,enants. supulatlons and conduions contamed and hereby agreed to be patd, observed and perfom~ed by Lessee. do 
hereby denuse, gram. lease and let unto the abo\e n~entioned btdder the exclusi'e nght to prospect for. produce and take otl andlor gas from the aforesatd area upon the foii0\\1118 temlS and 
eooldmons. to-w 11 

I. It E ER \'A Tl o, There IS hereby excepted and resef\·ed to Lessor tile full use of ~1e propeny covered hereb} and all nghts wtth respect to the surface and subsurface thereof for an}· and 
all purposes except tho>e granted and to ~1e extent herem granted to Lessee, together woth the nghts of mgrcss and egress and use of saod lands by Lessor and Its mmerallessees, for purposes of 
exploring for and producmg the mmerals which arc not co,ered, or whoch may not be covered mthe future. under the tenns of this lease, but w htch => be located "nhm the surface bow1danes 
of the leased area All of the nghts 111 and to the leased prenuses retamed by Lessor and all of the nghts m and to the leased premises granted to Lessee herem shall be exerctscd m such a manner 
that netther shall unduly Interfere wtth the operatiOns of the other 

2. TEili\1 SubJeCt to the other pro\1SIOr\S hereof, thiS lease shall be for a tenn of three (J) )tars from the effecu'e date hereof(herem called "pnmary tenn") and as long thereafter as otl or 
gas IS produced m paytng qu;~ntltles from saod area. 

3. I)ELA Y RE TALS If no well be conmlCtlCed on the land hereby leased on or before the anntversary date ofllus lease, thts lease shalltem1mate a\ to both parucs w1less the lessee on or 
before said date shall pay or tender to the Connnissioner of the General Land Office of tile State ofTe><as at Austin. Te'"s. the sum of Fi•·e Dollars ( 5.00), per ocre, wluch shall operate as 
rental and cover the privilege of defemng the conunencen~ent of a well for tv.ehe (12) months from said date. In like nunner and upon like pa}111Cnts or tenders the collllllCneement of a well=> 
be funher deferred for hke penods of the san~e nunlber of months successl\cly dunng the pnntll) tem1 hereof 

-1. I' RODUCTION ROYAL Tl ES· Subject to the provisions for royalty reductions set out m subparagraph (E) of tins paragraph 4, upon production of 011 and/or gas, the Lessee agrees to pay 
or cause to be paid to ~•e Commissioner of the General Land Office in Austin, Texas, for ~1e use and benefit of the State of Texas. during the tem1 hereof 

(A) 01 L As a royalty on 011, whtch is defined as mcludmg all hydrocarbons produced m a liquid fom1 at the mouth of ~1e well and also all condensate, dosullate, and other hqutd 
h}drocarbons reco,·ered from 011 or gas run through a separator or other equtpmcnt. as heremafter pro"ded, Ii-I pan of tile gross producuon or the market value thereof. at the opuon of the 
Lessor. such \"alue to be detenmncd by I) the highest posted price, plus prenuwn. if any, o!Tered or pard for otl, condensate, distillate, or other hqutd h) J rocarbons. respeeovely, of a hke type and 
gra"tY mthc general area where produced and when run, or 2) the lughest market price thereof offered or patd m the general area v.here produced and when run, or 3) the gross proceeds of the 
sale thereof, whtchever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, 11 wtll be run free of cost to Lessor through an 
adequate otl and gas separator of convemional type or other equipment at least as effictent to the end that aU liquid hydrocarbons recoverable from the gas by such n~eans wtll be rcco,ered Upon 
wnnen consem of Lessor, the reqUtremem that such gas be run through such a separator or other cqutpment may be watved upon such tenns and condJUons as prescn'bed by Lessor 

(8) 'ON-PROCESS ED GA As a royalty on any gas (mcludmg Oared gas), v.htch IS defined as all hydrocaJbons and gaseous subsunees not defuled •s otl m subparagraph (A) abo, e. 
produced from any well on said land (except as provided herem wtth respect to gas processed m a plant for the ex1racuon of gasoline, hqUJd hydrocarbons or other products) 1/-1 pan of the gross 
production or the marl.et •"aluc thereof, >t ~te opuon of the Lessor, such \"alue to be b>sed on the htghest market pnce patd or offered for gas of comparable qua hty m the general arc• "here 
produced and when run, or the gross pnce paid or offered to the producer, whichever IS greater pro\ided that the maxmurm pressure base m measunng ~1e gas under this lease contract shall not at 
any tinlC exceed 14 65 pounds per square mch absolute, and ~1e standard base temperature shall be stxty (60) degrees Fahrenheit, correction to be made for pressure accordmg to Bo}le's Law. 
and for spectfic gra"llY accordmg to test made by the Balance Method or by the most approved method of testing being used by the tndusuy at the tnne of tesung 



(C) PROCESSED GAS: As a royally on any ga.s processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, .!L:! pan of the residue gas and the 
liquid hydrocarbons extrncted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of 
residue gas attributable to gas produced from this lease, and on fifty percent (SO%) or that percent accruing to Lessee, whichever is the greater, of ~te total plant production of liquid 
hydrocarbons, attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parcn~ subsidiary or 
affiliate) owns an interes~ then the percentage applicable to liquid hydrocarbons shall be fifty percent (500/o) or the highest percent accruing to a third pany processing gas through such plant 
under a processing agreement negouated at arms' length (or if there is no such third pany, the highes t percent then being specified in processing agreements or contrncts in the industry), whichever 
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) ~te highest market price paid or offered for any gas (or liquid hydrocarbons) of 
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable wtder ~tis paragraph be less than the royalties which would have been due had the gas not been processed. 

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

(I) On the basis of tlte highest market price of each produc~ during the same month 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 to the other provisions of this lease, it is hereby provided tltat in the event production in paying quantities is established pursuant to the terms of 
this lease and such production is brought on line and sales thereof are commenced within twelve (12) months of the effective date hereof, the royally rate provided herein shall be reduced to 200/o, 
and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided tha~ if during such twelve (12) month term during which Lessee may earn a reduced 
royalty rate of 20% as herein provided, Lessee should drill in good faith and complete the fi~t well as a dry hole on the land covered by this lease, Lessee may receive a three (3) mon~1 extension 
of the teml in which to 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 expiration of 
such three (3) month period and prosecuting diligently and in good faith ~1e drilling of such additional well and completing same so tltat production in paying quantities is established and so that 
such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period 

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales ~tereof arc commenced after the expiration 
of twelve ( 12} months from the effective date hereof but prior to the expiration of twenty-four (24) months from tlte effective date hereof, the royalty rate provided herein shall be reduced to 
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided tha~ if during such twelve (12) month temt during which Lessee may earn a 
reduced royalty rate of22.5% as herein provided. Lessee should drill in good faith and complete the fim well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the temt in which to cam 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 
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established 
and so that such production is brought on line and sales tltereof are conunenced prior to the expiration of such three (3) month extension period. 

(F) '0 DEDUCTIONS: Le~~ee asrees that all royalties accruins to Ulssor wtder this loaso shall bo \vi thout deduction for the cost of producing, transponing, and o~terwise making the 
oil. gas and other products produced hereunder ready for sale or use. 

(G) ROYAL TV I KIJ D: Notwithstandmg anything contained herein to the contrary, Lessor may, at 1ts option. upon not less ~tan 60 days notice to Lessee, require at any time or from 
lime to time that pa)'lllCill of all or any royalties accruing to Lessor under tllis lease be made 111 kind without deduction for the cost of producing, gathering, storing, separating, treating, 
dehydrating. C01r4>ressing, processing, trnnsporting and othenvtse making the 011, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall 
not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied. wtder this lease. 

(H) PLA T FUEL A D REC YC LED GAS: No royally shall be payable on any gas as n~1y represent this lease's proponionate share of any fuel used to process gas produced hereunder 
in any processing planL Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Conunissioner of the General Land Office, Lessee may recycle gas 
for gas lift purposes on the leased prenuses after the liquid hydrocarbons contained in the gas have been removed. and no royalties shall be payable on the gas so recycled wuil such time as the 
same may ~tereaftcr be produced and sold or used by Lessee m such manner as to entitle Lessor to a royalty thereon under the royalty pro,~sions of this lease. 

( I) 1\II Nlil l il l ROYALTY: Dunng any year after the expiration of the primary temt of th1s lease, if this lease is maintained by production, tlte royalties paid to Lessor in no e,•em shall 
be less than an amount equal to the total annual delay rental herein provtded; otherwise, ~tere shall be due and payable on or before the las t day of the momh succeeding the annive~ary date of 
this lease a sunt equal to the total annual rental less the amount of royalties paid during tlte preceding year. 

(J ) 1\IARGI 'AL PRODUCTION ROYAL TV: Upon Lessee's written application, the School Land Board may reduce the royally rate set out in this paragraph and/or the mirtimum 
royalty set out in subparagraph 4 (I) to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must 
confom1to the requi rements of any School Land Board ad1rtinistrathe rules on this subjecL Royalty may 1101 be reduced below the applicable statutory minimwR 

5. ROYAL TV PA Yl\1 ENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of tlte General Land Office at Austin. Texas, in tlte fo llowing manner: 
Payment of royalty on production of oil and gas shall be as provided in the rules set fonh in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the 
General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty on gas is due and must be received in the General Land Office on or before tlte 
15th day of the second month succeedmg the month of production, accompanied by the affidavtt of the owner, manager or other authorized agent. completed in the fomt and nunner prescribed by 
the General Land Office and sho"' mg the gross amount and disposition of all oil and gas produced and the market value of the oil and gas. together with a copy of all docuntents, records or 
repons confinning the gross production. disposition and market value including gas meter readings. pipeline receipts, gas line receipts and other checks or memoranda of an10wll 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, swnmary or other remittance ad,;ce showing by the assigned General Land Office lease nwnbcr tlte an10unt of royalty being paid on each lease. If Lessee pays his royalty on or before 
tluny (30) days afler the royalty payment was due. then Lessee owes a penalty of 5% on the royalty or $25.00, whichc,·er is greater. A royalty payntelll which is over thirty {30) days late shall 
accrue a penalty of 10°·o of the royalty due or $25.00 whichever is greater In addition to a penalty, royalties shall accrue interest at a rate of 12% per year. such interest 'viii begin accruing when 
the royalty IS sixt)' (60) days overdue. Affidavits and supporting docuntcnts \\hich are not filed when due shall incur a penalty in an an10unt set by the General Land Office administrative rule 
wh1ch is cffecuve on the date when the affidavits or supponing documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due 
date provided herein. Payntent of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were 
originally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that pon ion of the royalty in dispute as to fair nurket value. 

6. (A) RESERVES. C01 TRACTS A D OTH ER RECORDS: Lessee shall annually funtish the Conunissioncr of the General Land Office with its best possible estimate of oil and gas 
resen ·es underlying this lease or allocable to this lease and shall furnish said Conurtissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and 
amcndntcnts to such contrncts within thiny (30) days after entering into or making such contracts, agreements or amendments. Such eontrncts and agreentents when received by tlte General Land 
Office shall be held in confidence by the General Land Office unless other.vise authorized by Lessee. All other contrncts and records penaining to the production, trnnsponation, sale and 
marketing of the oil and gas produced on said premises, including ~~e books and accow1ts, receipts and discharges of all wells, tanks, pools, ntcte~. and pipelines shall at all times be subject to 
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or tlte representative of any of theiR 

(B) DRILL! 'G RECORD : Written notice of all operations on this lease shall be submitted to the Conunissioner of the General Land Office by Lessee or operator five (5) days before 
spud date, workover, re-entry. temporary abandonment or plug and abandonntcnt of any well or wells. Such written notice to the General Land Office shall include copies of Railroad 
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Commission fom15 for application to dri ll. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Te><;as 
Railroad Conunission. Lessee shall supply the General Land Office with any records, memoranda, accowtts. reports, cuttings and cores, or other infoml3tion relative to the operation of the 
above-described premises, which =Y be requested by the General Land Office, in addition to those herein expressly pro,~ded for Lessee shall have an electric• I •nd/or radioactivity survey 
nl3dc on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and sh•ll transrrut 3 true copy of the log of each 
survey on each well to the General Land Office within fill.een ( I 5) days aller the nl3kmg of said survey. 

(C) PE AL T l ES: Lessee shall incur a penalty whenever reports, documents or other lll3tcrials are not filed m the General Land Office when due. The penalty for late filing shall be set 
by the General Land Office administrative rule which is effective on the date when the lll3terials were due in the General Land Office. 

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, aller 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 =Y be reasonably necessary for the proper development of the leased premises and 
in nl3rketing the production thereon. 

(A) VERTICA L: In the event this lease is in force and effect two (2) years allcr the expiration date of the primary or extended temt it shall then tenninate as to all of the leased premises, 
EXCEPT ( I) 40 acres surrounding each oil well capable of producing in paying qU3ntities 3nd 320 acres surrounding each gas well capable of producing in paying qU3ntities (including a shut-in 
oil or gas well as provided in Paragraph II hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the nwttbcr of acres included in a producing 
pooled unit pursU3nt to Natural Resources Code Sections 52. 1 S 1-52.153, 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 Comntission of Texas, or any successor agency, or other govemmcntal authority having jurisdiction. Within 90 days of a 
panial tcmtination of this lease in 3ccord3nce with this subp•ragraph and upon p3yment of the minimwn filing fee set by General Land Office rules in effect at the time of tlte partial tennination. 
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the tenninated portion of the leased premises as may be reasonably necessary for the continued operation 
of the portions of the lease rclll3ining in force and effecL If Lessee fails tO apply for a surface lease wllhm ~te 90 day period specified above, Lessee nl3y 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 ~1e fee for such surface lease. 

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years aller the expiration date of the primary or extended temtlt shall further tenninate as to all depths below 100 
feet below the total depth dri lled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 7 (A} above. unless on or before two (2) years aller the prilll3ry or extended 
temt Lessee pays an amount eqU31 to one-half (In ) of the bonus originally paid as consideration for this lease (as specified on page I hereof). If such amowu IS paid, this lease shall be tn force 
and ellect as to such deeper depths. and said temtination shall be delayed for an additional penod of two (2) years and so long thereafter as oil or gas is produced tn paying qU3nttties from such 
deeper depths covered by th1s lease. 

(C) ID E T l f'IC,\ TION A D FILING: The surface acreage retained hcrewtder as to each " ell shall, as nearly as practical, be in the fomt of a square with the well located in the center 
thereof. or such other shape as nl3y be approved by the School Land Board Wuhm tlurty (30) days aller partial tennination of thts 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 retatned hereunder. The recorded release, or a centfied copy of same, shall be filed in the General 
Land Office, accompanied by the filing fcc prcscnbcd by the Gcncrnl Land Office rules m effect on the date the release is filed. If Lessee fatls or refuses to execute and record such rck""c ur 
releases within ninety (90) days aller being requested to do so by the General Land Office, then ~1c Conumss1oner 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 ttl ~te county or cowttles where ~te lease is located and in the offictal records of the General Land Office and such 
designation shall be bttldmg upon Lessee for all purposes. I fat any time aller the e!Tectl\c date of~1c parttal tcnninatlon prov1s1ons hereof, the apphc3ble field rules arc changed or tlte well or 
wells located thereon ore reclassified so that less acreage is thereafter allocated to s3id well or " ells for production purposes, th is lease shall thereupon tcnninate as to all acreage not tl1crealler 
allocated to said \\CII or wells fo r 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, which well is 
wuhtn one thous•ud (1.000) feet of the area included herein. or which well1s draining the arc• covered by this lease, the Lessee shall. within sixty (60) days aller such initial production from the 
draimng well or the well located with ttl one thousand ( 1.000) feet from the area covered by this lease begm m good faith and prosecute dthgently tlte drilling of an offset well on the area covered 
by this lease, and such offset well sh•ll be drilled to such dcptl1 as nl3y be necessary to prevent the undue drainage of the area covered by ~tis lease, and the Lessee, lll3nager or dnller shall use all 
means necess• ry in a good fault effort to nl3ke such offset well produce 011 and/or gas 1n conuncrcial qU3ntltles. Only upon the detemtinatlon of the Corruniss1oncr and wi th his written approval, 
lll3Y the p3yment of a compensatory royalty satisfy tl1c obhgatlon to drill an o!Tset "ell or" ells requtred under this Paragraph. 

9. DRY II OLEIC E SATIO, OF PRODUCTION DUll iNG I'R I ~IA RY TERM: If, dunng the pnmary tenn hereof and prior to discovery and production ofotl or gas on satd land. 
Lessee should dnll a dry hole or holes thereon, or if during the prim•ry temt hereof and aller the d1sco,·cry and actU31 production of otl or gas from ~1e leased premises such production thereof 
should cease from any cause, tlus lease shall not temtinate if on or before the exp1rat1on of st." Y (60) days from date of completion of satd dry hole or cessation of production Lessee conunences 
additional dnlhng or reworking operauot1S thereon. or pays or tenders tl1e next annU31 delay rental in the same Ol3nner as pro,~ded in this lease. If. during the last year of the pnmary tenn or 
wnhm SIXty (60) days pnor thereto. a dry hole be completed and abandoned. or the production of oil or gas should cease for any cause. Lessee's rights shall rcmam m full force and effect wuhout 
further operauons until the e~p1rauon of the pnmary term; and if Lessee has not resumed production m paytng qU3nrities at the exp1rauon of the pnmary temt. Lessee may lll3intain this lease by 
conducung addtuonal dnlhng or reworking operations pursU3nt to Paragraph 10, usttlg the exp1ratton of ~1e pnnl3ry tcnn as the date of cessauon of production under Paragraph 10. Should the 
fi rs t well or any subsequent well dnlled on the above described land be completed as a shut-m oil or gas well wtthtn the pnlll3ry tenn hereof, Lessee may resume payment of the annual rental in 
the same manner as provided herem on or before the rental pa}~ng date followmg the cxptrauon of st"Y (60) days from the date of completion of such shut-moil or gas well and upon the f311ure 
to make such payment. ~ns lease sh•ll tpso facto tcnninatc. I fat the t\pirauon of~•c pnmary tenn or any ume thereafter a shut-in oil or gas well is located on the leased prenuses payments may 
be made m accordance wtth the shnt-m prO\'IStOits hereof 

10. CESSATION, DRILLING, AN D REWORKING: If. •Ocr tlte e' p1ra11on of the primary temt. production of oil or gas from the leased prcnuscs, allcr once obtamed, should cease from 
any cause. thts lease shall not tenmnate tf Lessee commences 3ddition•l dnlling or reworkmg operauons wtthin sixty (60) days aller such cessation, and thiS lease shall remam in full force and 
effect for so long as such opcrauons conunue 111 good f3 ith and in worl..manhhe manner" tthout mterruptions touting more than sixty (60) d•ys If such drilling or reworking operations result in 
the production of otl or gas. the lease shall remain in full force and effect for so long as 011 or gas is produced from the leased premises in paying quantttics or p3ytnent of shut-in oil or gas well 
royalucs or payment of con~>ensa tory royalties is nl3de as provtded herein or as prO\Ided by law If the dri ll ing or reworking operations result in tlte completion of a well as a dry hole, the lease 
w1ll not tcnnumtc 1f the Lessee commences addttional dnlhng or reworkmg operat1011s wtthttl sixty (60) days aller ~1e completion of the well as a dry hole, and ~us lease sh311 remam in effect so 
long as Lessee continues dri ll ing or reworking operations in good fatth and m a worknl3nlike nl3nncr wnhout interruptions totaling more tl1an sixty (60) days. Lessee shall give written notice to 
the Geneml Land Office within thtrty (30) days of any cessation of production 

II. SII UT-1 ' ROYALT IES: For purposes of this paragraph, "well" means any well that has been ass1gned a well number by the sutc agency havtngJunSdlction over the production of o1l 
and gas. If at any time aller the expiration of the primary tenn of a lease that, until being shut in, was being lll3intained in force and effect, a \\e ll capable of producing oil or gas in paying 
qU3ntitics is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a sutuble lll3rkct, then Lessee nl3y pay as a shut-in oil or gas 
royalty an a mown eqU31 to double the 31UIU3I rental provided in the lease, but not less than S 1.200 a year for each " ell capable of producmg oil or gas in paytng quantities. To be effective, each 
tmtial shut-Ill oil or gas royalty must be p•id on or before: (I) the expiration of tl1c pri=ry tenn, (2) 60 days aller the Lessee ceases to produce 011 or gas from the leased premises. or (3) 60 days 
allcr Lessee completes a dnlling or reworking operation in accordance with the lease provis1ons. whichever date is latesL If the shut-in oil or gas royalty is paid, the lease shall be considered to 
be a producmg lease and the payment shall extend tlte tenn of the lease for a penod of one year from the end of the primary tenn, or from the first day of the month foiiO\ving the month in which 
producuon ceased, and, aller that, if no SUitable production facilities or SUitable market for the oil or gas exists, Lessee Ol3Y extend the lease for four more successive periods of one (I) year by 
paymg the same amount each year on or before the expiration of each shut-m year 

12. COI\II 'ENSA T ORY ROYAL Tl ES: If, during the period tlte lease IS kept m effect by p3yntcnt of tl1e shut-m otl or gas royalty, oil or gas is sold and dcli,cred in paying quantities from a 
\\ell located wtthm one thousand (1 ,000) feet of tlte leased prenuscs and completed in ~1e same producing reservotr, or many case tn which dramage tS occuning, the nght to continue to Ol3intain 
the lease by payttlg the shut-ttl oil or gas royalty shall cease, but the lease sh•ll remam effective for tlte rcnl3inder of the year for which the royalty has been pa1d The Lessee may Ol3intain the 
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lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which 
ts completed in the same producmg reservotr and wtthm one thousand (1 ,000) feet of the leased prem•ses. The co~nsatory royalty ts to be paid monthly to the Commissioner beginning on or 
before the last day of the month followmg the month in which the oil or gas ts produced from the well causmg the drainage or that is completed in the same producing reservoir and located within 
one thousand (1,000) feet of the leased premises; if the co~nsatory royalty patd many 12-month period ts in an amount less than the annual shut-in on or gas royalty, Lessee shall pay an 
amount equal to the difference wtthm thirty (30) days from the end of the 12-month period, and none of these provisions will reheve Lessee of the obligation of reasonable development nor the 
obhgauon to dnll offset wells as proVIded m N.R.C Section 52.034; howe,er. at the detennination of the Commissioner, and with the Commissioner's wriuen approval, the payment of 
compensatory royalties shall satisfy the obligauon to dri ll offset wells. Con..,cnsatory royalty payments which are not timely paid wtll accrue penalty and interest in accordance with Paragraph S 
of thts lease. 

13. EXT E SIONS: If, at the expiration of the primary term of this lease. production of 011 or gas has not been obuined on the leased premises but drilling operntions are being conducted 
thereon m good faith and in a good and workm:mlike manner, Lessee may, on or before the expiration of the primary tenn, file in the Genernl Land Office wriuen application to the Commissioner 
of the General Land Office for a tluny (30) day extension of this lease, accompamed by payment of Three Thousand Dollars (S3,000.00) if this lease covers six hundred forty (640) acres or less 
and Stx Thousand Dollars ($6,000.00) tf thiS lease CO\'crs more than SIX hundred fony (640) acres and the Commissioner shall, in wnting, extend this lease for a thiny (30) day period from a.nd 
after the expiration of the primary tem1 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 n13ke li.ke application and payment during any thiny (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the 
Conm1issioner shall, in writing, agam extend this lease so that same shall rcn13in in force for such additional thiny (30) day period and so long thereafter as oil or gas is produced in paying 
quantities; provided. however. that this lease shall not be extended for more titan a tout of three hw1dred ninety (390) days from and after the expiration of tlte primary tenn unless production in 
paying quantities has been obuined. 

14. U E O F WATER; SURFACE: Lessee shall have the right to usc water produced on satd land necessary for operations hereunder and solely upon the leased premises; provided, 
ho"ever, Lessee shall not use pouble water or water suitable for livestock or tmgation purposes for water Oood operations without the prior wriuen consent of Lessor. Subject to its obligation to 
pay surface damages, Lessee shall ha,·e the right to use so much of the surface of the land that may be reasonably necessary for drilling and opernting wells and transponing and marketing the 
production therefrom, such use to be conducted under condtticns of least tll.Jury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee 
schedule "hich IS effecti,·e on the date w.hen the actiVIty requiring the payment of surface damages occurs. 

IS. POLLUTION: In developmg thts area, Lessee shall use the htghest degree of care and all proper safeguards to pre,ent polluuon. Without limiting the foregomg. pollution of coastal 
wetlands, naturnl waterways. m·crs and tmpounded water shall be prevented by the usc ofcontamment facilities sufficient to prc,ent sptllage, seepage or ground water contamination. In lhe event 
ofpolluuon. Lessee shall use all means attts dtsposalto recapture all escaped hydrocarbons or other pollutant and shall be responstble for all dan13ge to public and prh·ate propenies. 

(A) UPLANDS: Lessee shall butld and n13mtain fences arowod Its slush, sump. and dramage ptts and tank baueries so as to protect livestock agatnst loss. damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the dnlhng sne of all rubbish thereon 

(8) SLIBI\IERGED LA 0 : No diScharge of solid waste or garbage shall be allowed 11110 State waters from any dnlling or suppon vessels, producuun p!Jtfuno~ .oew u1 'upply boat, 
barge, jack-up ng or other equipment located on the leased area. Sohd waste shalltnclude but shall not be hmited to containers. equtpment, rubbish. plastic, glass, and any ot11er man-made non­
biodegradable Items A sign must be dt<played m a htgh traffic area on all \eS~els and manned platfomlS statmg. "Discharge of any solid \\aSte or garbage into State Waters from ,·essels or 
platfomlS IS smctly prohibned and may subJeCt a State ofTe• as lease to forfenure." Such statement shall be m lenenng of at least I" m size 

(C) RI VERS: To the extent necessary to prevem polluuon, lhe prOVISIOns found 111 subsecuons (a) and (b) oftlus paragraph shall also apply to m·ers and ri\erbeds. 

(D) PENAL TV: Failure to comply with the requirements of this J>ro,iston may result in the maximum penalty allowed by law mcludmg forfeiture of the lease. Lessee shall be liable for 
the dnn13ges caused by such failure and any costs and expenses incurred in cleaning areas affected by the discharged waste. 

16. IDE TI FICATION 1\IARKER : Lessee shall erect. at a distance not to exceed t\\enty-five (25) feet from each well on the pren11ses covered by this lease. a legtble sign on which shall 
be suted the name of the operator. the lease designation and the well number Where two or more wells on the same lease or" here wells on two or more leases arc connected to the same tank 
bauery, \\hether by indi,idual no" hne connections direct to the tank or t.lnks or by use of a muluple header system. each hne betw.een each "ell and such unk or header shall be legibly 
tdenufied at allumes, either by a ftnnly attached tag or plate or an tdenuficauon properly pamted on such hne at a dtsuncc not to e'cecd three (3) feet from such tank or header connection. Said 
stgns, tags. plates or other tdenuficauon marl.ers shall be n13mtamed m a legtble condtuon throughout the tcm1 of thts lease 

17. A IGNI\IEJ'ITS: The lease n13y be transferred at any ume, proVIded, howe,er. that the habthty of the transferor to properly dtscharge Its obligauon under tl1e lease, including properly 
pluggmg abandoned wells. remo,ing platfomlS or pipelines, or remedtauon of contamination at dnll sues shall pass to tloe transferee upon the prior wriuen consem of the Commissioner of the 
General Land Office. The Conllmsstoner 1113) reqwre the transferee to demonstrate linanctal rcsponstbtllly and n13y requtre a bond or other secunty. All trnns fc rs must reference the lease by the 
file nwnber and must be recorded in the county \\here tlte area is located. and the recorded transfer or a copy cent tied to by the C'oumy Clerk of the coumy where the transfer ts recorded must be 
filed 111 the General Land Office wnhin nmety (90) days of the e'ecuuon date, as provided by N R C Section 52.026, accompamcd by the lihng fee prescn'bed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transf<r or cemlied copy thereof Every trnnsferee shall succeed to all rights and be subJeCt to all obhganons. liabilities, and 
penalucs owed to the State by the ongmallessee or any prior transferee of the lease. tncluding any habthues to the state for unpatd royalues 

18. RELEA E : Lessee n13y rehnqutsh the rights granted hereunder to lhe State at any ume by recordmg the relmquishmcnt m the county "here thts area is situated and lihng the recorded 
rehnqutshment or cenified copy of same m the General Land Office "tthmnmety (90) days after Its execution accompamed by the fihng fee prcscnbed by tlte General Land Office rules in effect 
on the date of recetpt by the General Land Office of such relinquishment or ccntfied copy thereof Such rehnqUJshmcnt will not ha' c the effect of releasing Lessee from any liability theretofore 
accnted 111 favor of the State. 

19. LI EN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease 10 secure payment of all unpaid royalty 
and other sunlS of money that may become due under this lease. By acceptance of thts lease, Lessee grnnts the State, in addition to the hen provided by N.R.C' Section 52.1 36 and any other 
applicable statutory lien. an express contrnctuallien on and security imerest 111 all leased nuncrals 111 and extracted from the leased prenuses. all proceeds which may accrue to Lessee from the sale 
of such leased mmerals, "hether such proceeds are held by Lessee or by a thtrd pany, and all fixtures on and tmpro,enJCnts to the leased premises used m connection wnh tlte production or 
proccssmg of such leased minerals m order to secure the pa}ment of all roy a lues or other amounts due or to become due under dots lease and to secure pay111CIIl of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covcnam or condtuon of thts lease, "hether «press or unphed Thts hen and secunty mterest 1113Y be foreclosed "nh or w llhout coun proceedings 
m the n13nner pro,i ded in the Tttle I, Chapter 9 of the Texas Business and Commerce Code Lessee agrees that the Comn11ss•oner may requ1re Lessee to c'ecute and record such rnstruments as 
may be reasonably necessary to acknowledge, atuch or perfect this hen. Lessee hereby represents that there are no pnor or supenor hens ansmg from and relaung to Lessee's acuvities upon the 
abo,e-descn'bed property or from Lessee's acqutstllon of thts lease. Should the Conmllsstoner at any unlC detcnmne that thts representation IS not true. then the Conmusstoncr n13Y declare tlus 
lease forfeued as provided herein. 

20. FORFEITURE: If Lessee shall fat! or refuse to make the pa}melll of an} sum withm thtny (30) days after it becomes due. or tfLcssee or an authonzed agcm should knowingly make any 
false return or false repon concerning producuon or drilling, or if Lessee shall fat! or refuse to dnll any offset well or wells in good fallh as required by law and the rules and regulations adopted 
by the Convnissioner of the General Land Office, or if Lessee should fat I to file reports in the manner reqUired by law or fat! to comply wnh rules and regulatiotts promulgated by the General 
Land Office. the School Land Board. or the Ratlroad Convrussion. or refuse the proper autltonty access to the records penanung to operations. or tf Lessee or an authonzed agent should 
knowmgly fail or refuse to give correct mfom13uon to the proper authonty. or knowingly fat! or refuse to furnish the General Land Office a correct log of any well. or if Lessee shall knowingly 
VIolate any of the material provisions of this lease. or if this lease IS assigned and the assignmentts not filed m the General Land Office as requtred by law, the rights acqutred under this lease shall 
be subJect to forfeiture by the CommiSSioner. and he shall forfeit same when suffictently mfomlCd of the facts "htch authonze a forfeiture, and when forfeited the area shall again be subject to 
lease to the htghest bidder, under the same regulauons controlling the ongmal sale of leases However. nothing herem shall be construed as watvmg the autonJJUC terminauon of this lease by 



operation of law or by reason of any speciallimnacion arising hereWldcr. Forfeitures may be sec aside and chis lease and all rights chcreWlder reinstated before che righes of another intervene upon 
sacisfaccory evidence co the Corrunissioncr of chc General Land Office of future corrq>liance wich chc provisions of che law and of chis lease and che rules and regulations chat may be adopted 
relacive hereco. 

21. Rl VERB ED TRACTS: In the cvcnc chis lease covers a riverbed, Lessee is hereby specifically granted che right of eminent domain and condcnmacion as proVIded for in N.R.C. Seccions 
52.092-52.093, as a pan of che considera tion moving to Lessor for the covcnanes herein made by Lessee. 

22. API' LICA BLE LAWS AND DRILLING RESTRICTIO S: This lease shall be subject co all rules and regulations, and amendments !hereto, promulgated by che Cormnissioncr ofche 
General Land Office governing drilling and producing operations on Penn:ment Free School Land (specifically including any rules promulgated chat relate co plans of operations). payment of 
royalties, and auditing procedures, and shall be subject to all ocher valid statutes. rules. regulations, orders and ordinances chat may affect operations under che provisions of chis lease. Without 
limiting che generality of che foregoing, Lessee hereby agrees, by che acceptance of chis lease, to be bound by and subject to all statutOry and regulatory provisions relating co che General Land 
Office's audit billing notice and audit hearings procedures. Said provisions are CUI'l'ently foWld at 31 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135 
and 52.137 through 52.140. In che event chis lease covers land franchised or leased or otherwise used by a navigation dis trict or by che United States for che purpose of navigation or ocher 
purpose incident to the opera tion of a pon, then Lessee shall noc be entitled 10 enter or possess such land without prior approval as provided Wlder Section 61.117 of che Texas Wacer Code, buc 
Lessee shall be entitled co develop such land for oil and gas by directional drilling; provided, however, chat no surface drill ing location may be nearer chan 660 feec and special permission from che 
Commissioner of che General Land Office is necessary to make any surface location nearer chan 2, 160 feet measured ac right angles from che nearest bulkhead line or from che nearest dredged 
bonom edge of any charmel, slip, or turning basin which has been authorized by the Uniced States as a federal project for future construction, whichever is nearer. 

23. REMOVAL OF EQUI Pi\1 ENT: Upon che tcm1ination of this lease for any cause, Lessee shall not. in any event. be pemuned to remove che casmg or any pan ofche equipment from any 
producing, dry, or abandoned well or wells without the wnnen consent of che Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without che wrinen 
conselll of said Conunissioner or his authonzcd representative remove from che leased premises chc casing or any ocher 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 pies have been properly tilled and all 
broken or discarded lwnber, machinery, or debris shall have been removed from the premises to the satisfaction of the satd Conunissioner or his authorized representative. 

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing oil 
and/or gas thercfronl after efl'on made in good faith, by reason of war, rebell ion, rioes, strikes, fires, aces of God or any order. rule or regulation of governmental authonty, then while so 
prevented. Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented tO the Conunissioner of the General Land Office in suppon of 
Lessee's contention and Lessee shall not be hable for damages for failure co comply cherewcch (except in the event of lease operations suspended as pro,1ded in che rules and regulations adopted 
by the School Land Board); and chis lease shall be extended whcle and so long as Lessee cs prevented, by any such cause. from drilling, reworking operations or produccng oct andlor gas from che 
leased prenuses; proVIded. however, that nochmg herein shall be construed co suspend chc payment of rentals during che pnmary or extended teml, nor to abridge Lessee's right to a suspension 
under any apphcablc statute of this State. 

25. LEASE EC URITY: Lessee shall take the lughest degree of care and all proper safeguards co protect said premises and co prevent then of oil. gas. and other hydrocarbons produced 
from said lease. This includes, buc is not limtted to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access poines at tl1e lease's 
production, gathering and scorage systems where then of hydrocarbons can occur Lessee shall be liable for the loss of any hydrocarbons resulting from then and shall pay che State of Texas 
royalties thereon as provided herein on all oil. gas or other hydrocarbons lose by reason of then 

26. n ED CTI ON 0 F PAY 111 ENT : I f. dunng che primary tenn. a poncon of the land covered by chcs lease cs cncluded "nhcn che boWldanes of a pooled Wlll chat has been approved by the 
School Land Board tn accordance "nh Natural Resowces Code Secuons 52. 151-52. 153, or •f. at any time after tlte expcration of the pnmary tcnn or che e<tended teml thcs lease co,crs a lesser 
number of acres than the totnl a mown descnbed herem. payments that arc made on a per acre basts hereWlder shall be reduced accordmg to the nwnber of acres pooled, released, surrendered. or 
otherw1se severed, so that paynJCnes detemcined on a per acre basts wtder the tem\S of thcs lease dunng che pnmary cenn shall be calculated based upon the nwnber of acres ouesidc che boWldanes 
of a pooled unit. or. if after the expiration of thc pnm1ry tenn. the number of acres actuttlly retamed and covered by thts lease 

27. SUCCES ORS AND ASSIGNS: The co,cnants, condinons and agreements contamed herein shall extend co and be bmding upon the heirs, executors. admmistrators. successors or 
assigns of Lessee herein. 

28. ANTIQU ITIES CODE: In the event that any feature ofarcheologccal or hcsconcalmterest on Pemuncm School l·wtd Land cs encoWltered dunng che actMues authorized by chcs lease, 
Lessee wtll muncdcately cease acnVInes and wcllmuncdtately notify the General Land Office (ATTN Archaeologist Asset Management Di,ision, 1700 N Congress Ave , Austin, Texas 7 701) 
and the Texas Historical Commcssion (P 0 . Oox 12:!76. Austin. TX 78711) so that adequttte measures may be Wldertakcn 10 protect or recover such dcscovencs or findcngs. as appropnate 
Lessee is expressly placed on nonce of the Nanonal Htstoncal Preser\'a llon Act of 1966 (PB·89-66. 0 Statute 915, 16 U.S C.A 470) and the Antiqumes Code of Texas, Chapter 191, Tex. Nat 
Code Arm. (Vemon 1993 & Supp. 1998). On state-owned land not dedtcated co the Pennanenc School FWld, lessee shall nonfy the Texas Historical Commcsscon before breaking groWJd at a 
project location. An archaeological survey might be required by the commisscon before construction of chc project can commence. Funher, in che e'·cnt that any sice, obJeCt. location, anifact or 
other feature of archaeological, scientific, educanonal, cultural or histone interest cs cncownercd during the activities authorize by this lease, lessee will imnJCdiately notify lessor and tlte Texas 
l liscorical Commission so that adequate nJCasures nu y be undenaken to protect or recover such dtscoveries or findings. as appropriate. 

29. VE ' liE: Lessor and lessee, mcludmg lessee's successors and asscgns. hereby agree that venue for any dtsputc anscng out of a provcscon of tlus lease. \\hccher express or nnphed. 
regardmg tntcrprctanon of this lease. or relanng m Jny " ay to thcs lease or co apphcable case Ia" . statutes. or adnumscran' e rules. shall be in a coun of compeccnlJunsdccnon located m Travis 
County, State of Texas 

30. LEA E FILI NG: PursUJnt co Chapter 9 of the Tex Bus & C'ont Codc,tlus lease must be filed of record 111 the office of the CoWlty Cieri.. many county m whcch all or any pan of the 
leased premises is located. and cemfied coptes thereof must be filed mthc General! and Offi ce Tite prescnbed fihng fcc shall accompany the cenified copces sent to the General Land Office 
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3 1. EXEC TION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the COW1ty records and in the General Land Office of the State of 
Texas. 

0 
z 
C1) 

C-t.. 

LESSEE 

BY: ______________________________ _ 

TITLE:. __________________________ __ 

DATE:. __________________________ ___ 

OF, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal of the General Land Office. 

COI\IMISSIONER OF T HE GE 
O F T HE STAT E O F T EXAS 

A l'PROVE D 

Contents 
Legal 
DC 
Exec 

TATE O F ____________________ ___ (CORPO RAT ION ACKl'IOWLEOGI\ IENT ) 

CO 1 TV OF ______________________ __ 

BEFO RE ME. the Wldersogncd authonty. onthos da> personally appeared. _______________________________________________ __ 

kn0\\11 to me to be the person whose name is subscribed to the foregoing ins trument. as. _ _______________________________________ of 

------------------------------------------------------------------------- and acknowledged to me that he executed ~1e same 

for the purposes and consideration the rem expressed, in the capacity stated, and as the ac t and deed of said corporation. 

Go, en wtdcr my hand and seal of o ffice ~s the. _____________ day of ________________________________ , 20 _ ________ _ 

Notary Public in and for ___________________________ _ 

TATE O F ______________________ _ ( IN DJ VIOUA L ACKJ'IOWLEOGI\ IE 'T) 

COUNTY OF ______________________ _ 

Before me. the wtdcrsigned authonty, on thos day personally appeared _______________________________________________ __ 

known to me to be the persons whose names arc subscribed to ~te forego ong instrument. and acknowledged to me that they executed the 
same fo r the purposes and constderation !herem expressed 

Gi,·en Wldcr my hand and seal of office this thc. ______________ .day of ________________________________ • 20 __________ _ 

Notary Public in and for ___________________________ _ 
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October 23, 2008 

Mr. Anthony Jay Costa 
Arrowhead Land Corp. 
1010 Lamar, Suite 1540 
Houston, Texas 77002-681 3 

Dear Mr. Costa: 

j ERRY PATTER ON, COJ\ 1.\HS 10 1ER 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on December 
7, 2008. I am pleased to inform you that Arrowhead Land Corp. was the high bidder on MGL. No. 
27, which has been assigned the lease number M-1 09521 . 

State Lease M-109521 is enclosed and serves as your receipt for your bid . This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement, 
such as Section 6(8), which requires submission of written notice for all drilling, production, and 
related activities. When forms are filed with the Texas Railroad Commission, they are required to 
submit copies of these forms to the General Land Office, such as Forms W-1, Application to Drill ; 
W-2, Oil Well Completion Report and Log ; G -1 , Gas Well Completion Report and Log ; W-3, 
Plugging Record; G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-10, Oil 
Well Status Report; W-12, Inclination Report; Electric Logs; Directional Surveys. 

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

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Sr<!phcn F. Austin Building · 1700 North Congress Avenue · Austin, Tcxa~ 78701-1495 

Posr Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4G LO 

\vww.glo.statc. tx.us 





If correspondence is required, please make reference to the identified Lease Number 

Lease Date ] Lessor ~ ~ ] Freq ] Start Date ] Lease Number / Suffix 

10 - 07 - 2008/STATE OF TE~ ~-109521~ 112 110- 07 -2009 1976 17 

AGENCY LEASE NUMBER: M10952 1 IN PAYMENT OF:DELAY RENTAL 
Operating Compa:APACHE OPC 

10700330 
RECORDED: Book 1289 Page 525 Reception # 00227023 

TRACT : 1 COUNTRY : US STATE : TX COUNTY : GRIMES 
Prospect: ENERVEST GRIMES 
Region : GULFCOAST District : PEARLAND 

LEGAL (Part of) : HANNAH CORNAUGH 
WILLIAM R SANDERS 

ABST/ID# 14 Grantee 
ABST/ID# 407 Grantee 

TRACT: 2 COUNTRY: US STATE: TX COUNTY : BRAZOS 
Prospect : ENERVEST BRAZOS 
Region:GULFCOAST District:PEARLAND 

THOMAS H MAYS ABST/ID# 160 Grantee 

FOR THE CREDIT OF: 

COMMISSIONER OF THE GENERAL (BA# 9527869501 ) 
LAND OFFICE STATE OF TEXAS 1 700 NORTH CONGRESS AVE AUST I N 
TX 78701 

(DPS#~ 

•••• • • • •• • .... 
• • •••• 

• 
•••• • •••• 

• •••••• • • 
APACHt CORPORATI ON 
ONE ~ OAK CENTRAL 
2 nnn• DM'f· ~K RT.Vn l-fO IIC:'T'ON 

ACCT : 

TOTAL BANK SERVICE CHARGE 
TOTAL AMOUNT PAID 

PLEASE SI GN THE RECEIPT COPY AND RETURN 
DETACH STATEMENT BEFORE DEPOSITING 

NET ACRES 
12 . 060 

NET ACRES 
12 . 060 

PAYMENT 

$12 0 . 60 

$ . 00 
$120 . 60 

CHECK NO . 

7F.F.47 



Fi le No. Vf1[-/0q ~¢-I 
REN /A[ PAYMENT 

Date Fi led: Cf- It./ -0 9 

Jerry E. Patterson, Commissioner 

By< ~ 

•••• • • • • • • 
•••• • • •••• 

• 
•••• • •••• 
• •••••• • • 

• 
•••• • • • 



If cor r espondenc e i s requ i red please make re f eren ce to the identi f i ed Lease Numbe r 

Le ase Date L Le s sor Freq I Sta rt Da te !Le ase Number/Suffi x 

10 - 07 - 2008 lSTATE OF TEXAS M- 109521 12 110 - 07 - 20 10197617 

AGENCY LEASE NUMBER : M109521 IN PAYMENT OF : DELAY RENTAL 
Operating Compa:APACHE OPC 

RECORDED : Book 1289 Pag e 525 Reception # 00227023 

TRACT: 1 COUNTRY : US STATE : TX COUNTY: GRIMES 
Prospect: ENERVEST GRI MES 
Region :GULFCOAST District:PEARLAND 

LEGAL (Part of) :HANNAH CORNAUGH ABST/ ID# 14 Grantee 
WILLIAM R SANDERS ABST/ ID# 407 Grantee 

TRACT: 2 COUNTRY: US STATE: TX COUNTY: BRAZOS 
Prospect: ENERVEST BRAZOS 
Region:GULFCOAST District : PEARLAND 

THOMAS H MAYS ABST/ ID# 160 Grantee 

FOR THE CREDIT OF : 

COMMISSIONER OF THE GENERAL (BA# 9527 869501) 
LAND OFFICE STATE OF TEXAS 1700 NORTH CONGRESS AVE AUSTIN 
TX 78701 

•••• • • 
•••~PS#~ 

•••••• • • 
• 

• •• • • • •••• 
• •••••• • • 

• 
•• •• • • • •• • 

APACHE CORPORATION 
ONE POST OAK CENTRAL 

ACCT: 

TOTAL BANK SERVICE CHARGE 
TOTAL AMOUNT PAID 

2000 POST OAK BLVD . HOUSTON. TK 77056 - 44 00 

PLEASE SIGN THE RECEIPT COPY AND RETURN 
DETACH STATEMENT BEFORE DEPOS ITING 

NET ACRES 
12.060 

NET ACRES 
12.060 

PAYMENT 

$120.6 0 

$.00 

{ $12 0 .6 0 

I} I 

CHECK NO. 

80463 



(f)!@ 

FileNo. rnr- /OCf~J-( 

•••• • • •••• 
• •••••• • • 

• 
•• • • • • • ••• 

• •••••• • • 
• 

•• •• • • • • •• 
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STATE OF TEXAS 

COUNTI ES OF BRAZOS 

RELEASE OF OIL AND GAS LEASE 

§ 
§ KNOW ALL MEN BY THESE PRESENTS 

Doc Bk Vol Ps 
01110695 OR 10506 194 

AND GRIMES § 

THAT, APACHE CORPORATION, whose mailing address is 2000 Post Oak Blvd., Suite I 00, 
Houston, TX 77056, (" Lease Owner") does hereby RELEASE, RELINQUISH and SURRENDER to the 
respective Lessor(s) named therein, their heirs, successors and assigns, all of right, title, and interest of 
Lease Owner in and to the fo llowing descri bed Oil, Gas and Mineral Leases and recorded as indicated 
be low in the records of Brazos and Grimes County, Texas, as to the lands in said counties, specifica lly 
described or referred to below . 

Apache Lease No.: 
Lease Date: 
Lessor: 
Lessee: 
Recording: 

Description of Lands: 

97617 
101712008 
The State ofTexas M-109521 
Arrowhead Land Corp. 
Book 891 1 I Page 262, Brazos County, TX 
Book 1289 I Page 525, Grimes County, TX 
Tract 4-B of the Navasota River, Brazos and Grimes Counties Texas, 
containing approximately 24. 12 ac, and further described in said lease 

Tl 
~SS WHEREOF, T HIS INSTRUMENT IS EXECUTED T illS // DAY OF 
--~'--"-"-'~'-4/t-...-;'.l ....... L_, 20 I I. 

STATE OF TEXAS 
COUNTY OF BRAZOS 

APACHE CORPORATION 

The foregol~g It a trut And correct CGpJ • 
appears on W. andre~ In the 1111111011-. .. 
records of Brazos. Cou~ y.._ 

Thereby certify, on /- ,J.-5 JQ /L 4Js-e ~'*.,., 
~~ 

STATE OF TEXAS § 
§ 

COUNTY OF HARRIS § 

By: _ __ -,~~/~iJ~~~-,a"'-~oel.odi::!=...::....-----
Darrel l ~ld;;n 
Attorney in Fact 

ACKNOWLEDGEMENT 

On this / / /t day of ~, 20 II , appeared Darrell L. Donaldson to me personally 
known, who be ing by me duly sworn d id say that she is the Attorney in Fact of APACHE 
CORPORATION, and that the instrument was s igned on behalf of said corporation by authority of its 
Board of Directors, and she acknowledged said instrument to be the free act and deed of the corporation. 

My Commission Exp ires 
p o~"-. 
U l -.-:::a-· c.,_. 
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Doc Bk 
00247449 RP 

RELEASE OF OIL AND GA LEASE 

STATE OF TEXAS 

COUNTIE OF BRAZO 

§ 
§ 

AND GRI MES § 

K OW ALL MEN BY THESE PRESENTS 

Vol 
14-04-

pg 
328 

TllAT, APACHE CORPORATION, whose mailing address is 2000 Post Oak Blvd., Suite 100, 
Houston, TX 77056, ("Lease Owner") does hereby RELEASE, REUNQU ISH and SURRENDER to the 
respective Lessor(s) named therein, their heirs, successors and assigns, all of ri ght, title, and interest of 
Lease Owner in and to the following described Oil, Gas and Mineral Leases and recorded as indicated 
below in the records of Brazos and Grimes County, Texas, as to the lands in said countie , specifica lly 
described or referred to below . 

Apache Lea e No.: 
Lease Date: 
Lessor: 
Lessee: 
Recording: 

Description of Lands: 

97617 
I 017/2008 
The State ofTexas M-109521 
Arrowhead Land Corp. 
Book 891 I I Page 262, Brazos County , TX 
Book 1289 I Page 525, Grimes County, TX 
Tract 4-B of the Navasota River, Brazos and Grimes Counties Texas, 
containing approximately 24 .12 ac, and further described in sa id lease 

Tl 
~SS WHEREOF, TH IS INSTRUMENT IS EXECUTED THIS // DAY OF 
........ ~~IC....IoC.U~u-......v:_. 20 11. 

STATE OF TEXA § 
§ 

COUNTY OF HARRI § 

APACHE CORPORATION 

By:_----.IH6o"/1__~,/ ............ t/~o::::..=....._--
Darrell ~~ldson 
Attorney in Fact 

ACKNOWLEDGEMENT 

On this J.f!!_day of ~, 20 II , appeared Darrell L. Donaldson to me persona lly 
known, who be ing by me duly sworn did say that she is the Attorney in Fact of APACHE 
CORPORATION, and that the instrument was signed on behalf of said corporation by authority of its 
Board of Directors, and she acknowledged said instrument to be the free act and deed of the corporation. 

My Commiss ion Expires 
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Do·= 
00247449 

Bk 
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F1leo for kecord 1n: 
Gr1aes Count~ 
On : Jan 25 r2012 at 1)1:32P 
As o REtORDIHGS 

Oo.:uaent rtuaoer : 
Amount 
Re•:e iPt huaber - t&8H 

ljl):!+?\ ~9 
20.00 

s~ , T1no S Schroeoer 

Vo1 
1404 

STATE OF TEXAS COUNTY OF GRIMES 
I nereo~ certif~ that th1s rnstrueent ~as 
f1led on the date and t1 ae staaPed hereon b~ ae 
and ~as dul~ recorded rn the voluae and Pa9e 
of the naaed records of : 

Gr1aes Count~ 
os staaPed hereon o~ ae . 

Jan 25r 2012 

OIJ.IO Posketr Count~ Clerk 
Gr1aes Count~ 

JAN 2 6 2012 

P9 
329 
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February 3, 2012 

Texas General Land Office 
Attention: Commissioner Jerry Patterson 
1700 North Congress Ave., Suite 640 
Austin, TX 78701-1495 
A TT: Veronica Bateman 

RE: Release of Oil and Gas Lease No. M-1 09521 
Apache Lease No. 97617 
Prospect: Enervest Grimes (TX5673) 

Gentlemen, 

Please find enclosed a copy of the Recorded Release of Texas State Lease No. M-1 09521 
dated 1 0/7/2008. A Release of Oil and Gas Lease has been recorded as follows: 

Grimes County: Recorded 1/26/2012 
Document No.: 00247449, COB 1404, Page 328 

Brazos County: Recorded 1/25/2012 
Document No.: 01110695 309 

I have attached copies of each as listed above. Please call me at 713-296-7231 with any 
questions or concerns you may have regarding the enclosed. 

Regards, 

APACHE CORPORATION 

&UAM-~ 
Cherie Platt 
Analyst, Land Admin Sr- GC Region 
713-296-7231 - office 
281-748-9530 - cell 

Enclosures 

APACHE CORPORATION 2000 W. SAM HOUSTON PKWY. S. SUITE 2000 HOUSTON, 1X 771l42 TEL (713)954-5500 FAX (713)954-5555 
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