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IDENTIFICATION 
TO APPEAR ON 
LEASE (type/ print) 

AREA 
DESCRIPTION 

BID 
SUBMISSION 

St<!te Lease Number 

M- 11.0304 
For GLO Use Onlv 

JULY 14, 2009 

OIL AND GAS 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: Pe \-co~y~\~ Cacpord, on 

Citv: \Je fl\/( -r State: (_ 0 Zip: 8'0202- '-i I~ L/ 
Telephone : c ]OJ ) ~9 3- S'loo 

(Include +4 Code) 

Countv<ies): Ro've c \-so'() Survey/Area: 

Block[Tsp.: Section[Tract: Tr. 5 \) 
(If Applicable) 

Acres: /5' 
(If Applicable) 

(A) Bonus Amount ($) 3 ~I 32~ ()0 

Tb,rff D~hl [4ovJ&.VJcf, 
(type/p nt ab ve) ~ I 

(B) Sales Fee Amount ($) 5/ Y. '3'&' 
Five \Av~clr(C\ s~vtnf-t-tour Dollc:t..<. (A\')c\ £',~~\¥ - E\Jh+- (e""l:s 

(type/print above) I 

This Sales Fee is 1 Y2% of the cash bonus as provided in Section 32.110 of the 
Natural Resources Code as amended. 

--- ------ -- - ---- - -- --------- -- - -- - ---------- - -- -- -- --- --------- -- --- --- -
MGL. NO. 

STATE OF TEXAS 
TAX 1.0. # 

SIGNATURE OF 
AGENT 

APPLICANT NAME 

(signature) 

(type/print name) 

BONUS AMOUNT ONLY (A ) 0 
~o Not Includes~ fee) 0'

0 
) 3 g-1 3:2.~ 6'~ 

6'....) 
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Least Form 
Revised I 0/99 
River 

~ustin, Z!texas 

OILA DGASLEA E 
0. 111-110304 

WII EREAS, pursuant to the Texas Natural Rcsourcts Code Chapters 32, 33, 5 1, and Chapttr 52, Subchapters A-D and H. (sa1d Code bemg heremafier referred to as NRC.). and subject to all 
rules and regulations promulgated by the Comm1ssioner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to said 
N R C , the followmg area, to-w1t 

TRACT5-DOFTIIE AYASOTARIYER, ROilERT 0 COU TY,TEXA, ONTAI I 'GA PPROXIi\li\TELY15ACRES; TRACT5-D ISBO NDO IT PSTREAi\1 
E D BY ALl E BEAIUNG GR ID 30• 08' W A ' D PA I G TIIROUG II A POl T HAYING COORDINATE OF X•3,278,3~0 FEET A D Y• 520,150 FEET, TEXA STATE 
PLt\NE COORDINATE YSTE!II , CE TRAL ZO E, NAD 1927, A DIS DO DON ITS DOWNSTREAI\1 END DY A OUTIIWE TERLY EXTEN 10 , OF TilE 

ORTIIWEST Ll E Of T HE S.A. & Il l. G. ltv. CO. URVEY, A-838, LEO COUNTY (TRACT IS SUOJECT TO TilE 1\li\LL DILL), 

was, afier being duly advertiSed, offered for lease on 14" day or July, 2009, at 10.00 o'clock am, by the Comm1ss1oner of the General Land Office of the Slate of Texas and the School Land 
Board of the State of Texas, for the sole and only purpose of prospectmg and dnlling for. and producing 011 and/or gas that may be found and produced from the above descnbed area, and 

WH EREAS, afier all b1ds and rtmlttances wh1ch \\ere recel\ed up to sa1d time ha•e been duly cons1dered by the Comnuss1oner of the General Land Office and the School Land Board at a 
regular meeting thereofm the General Land Office, on the 14'' doy or July, 2009, heremafier the "effective datt" and 1t was f01md and detemined that PETROGULF CORPORATION 
whose address IS 518 ITI' II STREET, 11' E 1525, DE VER, OLORADO 80202-~12~. had offered the lughest and best b1d for a lease of the area above descnbed and IS, therefore, 
entitled to rece1ve a lease thereon 

'0\ , T HEREFORE, I, jeny E. Patlerson, CommiSSIOner of the General Land Office of the State of Texas. heremaficr sometimes referred to as "Lessor." -.hose addrtss 1s Austin, Texas, b)• 
vrnue of the authonty 'ested m me and m constderatlon of the payment by the hercmafter destgnated Lessee, the sum of Thirt)·Eight Thousand Three llundrtd Twenty-Fi-e And 00/100 
Dollars ($38,325.00), receipt ofwh1ch IS hereby acknowledged and of the royalties, covenants, stipulations and cond1t1ons contamed and hereby agreed to be pa1d, observed and ptrfomed by 
Lessee. do hereby dem1se. grant, lease and let unto the above ment1oned b1dder the exclus1ve nght to prospect for, produce and take 011 and/or gas from the aforesa1d area upon the follo"1ng 
tems and cond1t1ons, to-wn 

I. RE ERVATI0 1 There IS hereby excepted and 1eserved to Lessor the full use of the propeny covered hereby and all nghts wuh respect to the surface and subsurface thereof for any and 
all purposes except those granted and to the extent herem granted to Lessee, together \\lth the nglus of mgress and egress and use of sa1d lands by Lessor and Its mmerallessees, for purposes of 
explonng for and producmg the mmerals .-luch are not covered, or wh1ch may not be covered m the furure, under the tems of th1s lease, but "h1ch may be located wnhm the surface boundanes 
of the leased area All of the nghts m and to the leased prem1ses retamed by Lessor and all of the nghts m and to the leased prem1ses granted to Lessee herem shall be exerc1sed m such a manner 
that nenher shall unduly mterfere \'lth the optratlons of the other 

2. TERI\1 SubJeCt to the other provts1ons hereof, th1s lease shall be for a terTn of three (3) years from the effective date hereof(hercm called "primary tenn") and as long thcreafier as 011 or 
gas IS produced m paymg quantities from sa1d area 

3. DELAY RE TAL If no well be commenced on the land hereby leased on or before the anniversary date of th1s lease, th1s lease shall teminate as to both part1es unless the Lessee on or 
before sa1d date shall pay or tender to the Comrmss1oner of the General Land Office of the State of Texas at Austin, Texas, the sum of Fhe Dolla rs (S5.00), per acre, wh1ch shall Oper.lte as 
rental and cover the pnv1lege of deferring the commencement of a well for twelve (12) months from sa1d date. In hke manner and upon like payments or tenders the commencement of a "ell may 
be fun her deferred for hke penods of the same number of months success1vely dunng the pnmary tem hereof 

4. PRODUCT ION ROYA L T IES: Subject to the provis1ons for royalty reduet1ons set out m subparngraph (E) oftlus paragraph 4, upon production of 011 and/or gas, the Lessee agrees to pay 
or cause to be pa1d to the CommiSSioner of the General Land Office m Austm, Texas, for the use and benefit of the State of Texas, dunng the terTn hereof 

(A) OIL As a royalty on 011, wh1ch 1s defined as mcludmg all hydrocarbons produced m a hqllld fom at the mouth of the "ell and also all condensate, d1st1llate, and other hq01d 
hydrocarbons recovered from o1l or gas mn through a separator or other eqUipment, as herem after proVIded, 1 /~ part of the gross production or the market value thereof. at the opt1on of the 
Lessor. such value to be detemmed by I) the highest posted pnce, plus prem1um, 1f any, offered or pa1d for o1l, condensate, d1st1llate, or other liqUid hydrocarbons, respectl\ely, of a hke type and 
graVIty m the general area where produced and when mn, or 2) the h1ghest market pnce thereof offered or pa1d m the general area where produced and "hen run, or 3) the gross proceeds of the 
sale thereof, whiChever 1s the greater Lessee agrees that before any gas produced from the land hereby leased 1s sold, used or processed m a plant, n w1ll be mn free of cost to Lessor through an 
adequate 011 and gas separator of coll\entlonal type or other eqUipment at least as effic1ent to the end that all liqUid hydrocarbons recoverable from the gas by such means wdl be reco,ered Upon 
\VI Itt en consent of Lessor, the rcqlllrcmenl thnt such gas be nm througl> such a separator or other eqUipment may be wa1ved upon such tems and conditiOns as prescnbed by Lessor 

(8 ) NON-PRO E ED GA As a royalty on any gas (mcludmg Oared gas), "h1ch IS defined as all hydrocarbons and gaseous substances not defmed as 01l m subparagraph (A) above, 
produced from any well on sa1d land (except as proVIded herem \vtth respect to gas processed m a plant for the extraction of gasohne, llqu1d hydrocarbons or other products) 1/4 part of the gross 
production or the market value thereof. at the option of the Lessor, such value to be based on the hJghest market pncc patd or offered for gas of comparable quahty m the general area where 
produced and when run. or the gross pnce pa1d or offered to the producer, wluchever IS greater provrded that the ma.x1mum pressure base m measunng the gas under th1s lease contract shall not at 
any tunc exceed 14 65 pounds per square mch absolute, and the standard base temperature shall be s1xty (60) degrees Fahrenheit, correction to be made for 1>resst1re accord1ng to Boyle's L1w, 
and for spec1fic gra\1ty accordmg to test made by the Balance Method or by the most approved method of testing bemg used by the mdustry at the time of testing 



(C) PROCESSED GAS: As a royalty on any gas processed m a gasohne plant or other plant for the recovery of gasohne or other liquod hydrocarbons, 1/4 part of the residue gas and the 
hqutd hydrocarbons extracted or the market value thereof, at the option of the Lessor All royalties due herem shall be based on one hundred percent (100%) of the total plant production of 
restdue gas annbutable to gas produced from thts lease, and on fitly percent (50%) or that percent aeerumg to Lessee, whtchever is the greater, of the total plant production of liquid 
hydrocarbons, anributable to the gas produced !Tom this lease; provided that if liqutd hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or 
affihate) owns an interest, then the percentage applicable to hqutd hydrocarbons shall be fitly percent {50°/o) or the highest percent accruing to a third party processing gas through such plant 
under a processmg agreement negotiated at arms' length (or tftbere is no such third party,the highest percent then bemg spectfied m processmg agreements or contracts in the mdustry), whichever 
tS the greater The respective royalties on rest due gas and on hqutd hydrocarbons shall be determmed by I) the htghest market pnce paid or offered for any gas (or liqutd hydrocarbons) of 
comparable quality m the general area or 2) the gross pnce patd or offered for such restdue gas (or the wetghted a•erage gross selhng price for the respecuve grades of hqutd hydrocarbons), 
whtchever ts the greater In no event, ho"e•er, shall the royalties payable under thts paragraph be less than the royalttes whtch would ha'e been due had the gas not been processed 

(D) OTI·IER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured !Tom gas (excepting hqutd hydrocarbons) \\hether satd gas be 
"casmghead," "dry" or any other gas, by fractlonaung, burmng or any other processmg, l/4 part of gross production of such product.s, or the market value thereof, at the option of Lessor, such 
market value to be determmed as follows 

(I) On the basis of the htghest market pnce of each product, dunng the same month m \\htch such productts produced, or 
(2) On the basts of the average gross sale pnce of each product for the same month m whtch such products arc produced, whtchevcr ts the greater 

(E) VARIABLE ROYALTY: (i) SubJCCtto the other prOVISIOns of this lease, !Its hereby provided thattn the event production m paying quantities ts established pur.;uantto the terms of 
thts lease and such production is brought on line and sales thereof are commenced \VIIhm twelve (12) months of the effective date hereof, the royally rate provided herem shall be reduced to 20%, 
and shall apply to each subsequent well dnlled and produced on the land covered by thts lease Pr0\1ded that, tf during such twelve ( 12) month term dunng which Lessee may earn a reduced 
royalty rate of20~'o as herem provided, Lessee should dnll m good fallh and complete the fir.~t well as a dry hole on the land co\crcd by thts lease, Lessee may recetve a three (3) month cxtenston 
of the term m whtch to earn a reduced royalty rate by giVIng nottce to the Commtssioner of the General Land Office, commencmg dnlhng operations on an addiuonal well pnor to the expiration of 
such three (3) month period and prosecuting diligently and m good fauh the dnlhng of such adduional well and completing same so that production m paying quanuues is estabhshed and so that 
such production ts brought on hne and sales thereof are commenced pnor to the expiratton of such three (3) month ex tens ton penod 

(ii) In the event production in paying quantities is established pursuant to the terms of !his lease and such production is brought on line and sales thereof are commenced after the expiration 
of twelve (12) months from the effective date hereof but pnor to the expiration of 1\\Cnly-four (24) months from the effechve date hereof, the royalty rate proVIded herem shall be reduced to 
22 .5% and shall apply to each subsequent well dnlled and produced on the land covered by thts lease. ProVIded that, if dunng such twelve (12) month term during which Lessee may earn a 
reduced royalty rate of 225% as herein pro\1ded, Lessee should dnll 10 good fruth and complete the first well as a dry hole on the land covered by thts lease, Lessee may recetve a three (3) month 
extension of the term m whtch to earn a reduced royalty rate by g>VIng notice to the Commtsstoner of the General Land Office, commencmg dnlhng opernuons on an addiuonal well prior to the 
exptration of such three (3) month penod and prosecuting dthgently and in good fallh the dnlhng of such addtttonal well and completmg same so that producuon in paying quantiues is established 
and so that such producuon is brought on I me and sales thereof are commenced prior 10 the expiration of such three (3) month extension period. 

(F) NO DEDUCTIONS: Lessee agrees that all royalues accrumg to Lessor under this lease shall be without deducuon for the cost of producmg, transponing, and otherwise making the 
otl, gas and other products produced hereunder ready for sale or use 

(G) ROYALTY I KJND: Notl\1thstandmg anythmg contamed herem to the contrary, Lessor may, at tiS opuon, upon not less than 60 days nouce to Lessee, requtre at any ume or from 
ume to ume that payment of all or any royalties accruing to Lessor under this lease be made in kind \\1lhout deduction for the cost of producmg, gathering, storing, separating. treating, 
dehydraung, compressmg, processing, transponmg and othef\\1Se makmg the otl, gas and other products produced hereunder ready for snle or use Lessor's nght to take us royalty in kmd shall 
not dtminish or negate Lessor's nghts or Lessee's obligations, whether express or tmphed, under tins lease. 

(H) PLANT F EL A D RECYCLED GAS: No royalty shall be payable on any gas as may representthts lease's propontonale share of any fuel used 10 process gas produced hereunder 
many processtng plant NotiVIIhstandmg anythmg eontruned herem 10 the contrary, and subJect 10 the consent m \vnllng of the Commtssioner of !he General Land Office, Lessee may recycle gas 
for gas lift purposes on the leased premtses after the liquid hydrocarbons contained in the gas have been removed, and no royalues shall be payable on the gas so recycled unul such time as the 
same may thereafter be produced and sold or used by Lessee m such manner as to enmle Lessor 10 a royally thereon under the royalty proVISions of thts lease 

(I) MINIM UM ROYALTY: Dunng any year afler the exptrauon of the primary term of thts lease, if this lease is mamtamed by production, the royalties patd to Lessor m no event shall 
be less than an amount equal 10 the total annual delay rental herem provided; othef\\1Se, there shall be due and payable on or before the last day of the month succeedmg the anniversary date of 
thts lease a sum equal to the total annual rental less the amount of royalues patd dunng the precedmg year 

(J) IIIARGINAL PRODUCTION ROYALTY: Upon Lessee's wnnen apphcauon,the School Land Board may reduce the royalty rate set out m this paragraph and/or the mmimum 
royalty set out m subparagraph 4 (I) to extend the economtc hfe of thts lease and encourage reco,·ery of otl or gas that mtghl othef\\1Se remam unrecovered Any such royalty reducuon must 
conform to the requtrements of any School Land Board admtmstrative rules on this subJeCt Royally may not be reduced below the applicable statutory minimum. 

5. ROYA LTY Pi\ Y/IIE TS AND REPORTS· All royalties not taken in kmd shall be paid 10 the Commtsstonerofthe General Land Office at Ausun, Texas, in the following manner: 
Payment of royalty on production of otl and gas shall be as provided m the rules set fonh in the Texas Register. Rules curremly provide that royalty on oil is due and must be received in the 
General Land Office on or before the Sth day of the second month succeeding the month of producuon, and royalty on gas is due and must be recetved m the General Land Office on or before the 
I 5th day of the second month succeedmg the month of product ton, accompanted by the affidaVIt of the owner, manager or other authonzed agent, completed m the form and marmer prescnbed by 
the General Land Office and showmg the gross amount and dtsposlllon of all otl and gas produced and the market value of the oil and gas, together wuh a copy of all documents, records or 
repons confirmmg the gross production, dtsposmon and market value mcludmg gas meter readings, ptpelme recetpts, gas hne rccetpls and other checks or memoranda of amount produced and put 
mto ptpehnes, tanks, or pools and gas hnes or gas storage, and any other repons or records whtch the General Land Office may req111re to venfy the gross producltOn, dtspostuon and market 
value. In all cases the authonty of a manager or agent to net for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanted by a check stub, 
schedule, swnmary or other reminance advice showing by the assigned General Land Office lease number the amount of royalty betng paid on each lease If Lessee pays hts royalty on or before 
thtny (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S2S 00, whtchever is greater. A royalty payment which is over thiny (30) days late shall 
accrue a penally of IO~o of the royalty due or S2S .OO whichever is greater. ln addttton to a penalty, royalttes shall accrue interest ala rate of 12% per year; such interest 'viii begin accruing when 
the royalty ts sixty (60) days overdue Affida\1IS and supponmg documents whtch are not filed when due shall incur a penalty m an amount set by the General Land Office administrall\'C rule 
whtch ts effecuve on the date when the affidaVItS or supponmg documents were due The Lessee shall bear all responsibility for paytng or causmg royalues to be patd as prescnbed by the due 
date provided herem Payment of the dchnquency penalty shall m no way operate to prohtbll the State's nght of forfeuure as proVIded by law nor actiO postpone the date on which royalties were 
ongmally due The above penalty provistons shall not apply in cases of title dispute as to the State's ponion of the royalty or to that ponton of the royalty in dtspute as 10 fatr market value 

6. (A) RE ERVE , CONTRACTS A D OTII ER RECORDS: Lessee shall annually funush the Commisstoner of the General Land Office 1vith us best possible estunnte of oil and gas 
reserves underlying thts lease or allocable to thts lease and shall furmsh said Commtssioner with coptes of all conrracts under whtch gas ts sold or processed and all subsequent agreements and 
amendments to such conrracts \\tthm thtrry {30) days after entenng mlo or makmg such conrracts, agreements or amendments Such conrracts and agreements when recetved by the General Land 
Office shall be held m confidence by the General Land Office unless othef\VI SC authonzed by Lessee. All other contracts and records penainmg to the production, transponation, sale and 
markeung of the otl and gas produced on satd premises, includmg !he books and accounts, rccetpls and dtschargcs of all wells, lanks, pools, meters, and ptpchnes shall at all umes be subJect 10 
mspecuon and exammanon by the Comm1sstoner of the General Land Office, the Anomey General, the Governor, or the representanve of any of them. 

(B) DRILL! G RECORD : Wnnen nonce of all operanons on this lease shall be submmed to the Comnusstoner of the General Land Office by Lessee or operator five (5) days before 
spud date, work over, re-entry, temporary abandonment or plug and abandonment of any well or wells Such \vnllen nonce to the General Land Office shall mclude coptes of Railroad 
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Commtssion fonns for applicatton to drill. Copies of well tests, completion repons and pluggmg repons shall be supplied to the General Land Office at the ume they are filed wtth the Texas 
Railroad Commisston. Lessee shall supply the General Land Office with any records. memoranda, accounts. repons. cuuings and cores, or other infonnation relative to the operation of the 
above-descnbed premises, whtch may be requested by the General Land Office, m adduion to those herem expressly provided for. Lessee shall have an electrical and/or radioactivity survey 
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells dnlled on the above described premises and shall transmu a true copy of the log of each 
survey on each well to the General Land Office wtthm fifteen ( 15) days after the making of said smvey. 

(C) PENAL TIES: Lessee shall incur a penalty whenever repons. documents or other matcnals arc not filed m the General Land Office when due. Tite penalty for late filing shall be set 
by the General Land Office admmtstratlve rule which is effective on the date when the materials were due in the General Land Office. 

7. RETAINED AC REAGE: Notwuhstanding any prOVISIOn of tins lease to the contrary, after a well producing or capable of producing oil or gas has been completed on the leased premtses, 
Lessee shall exercise the dihgcnce of a reasonably prudent operator in drilling such addttlonal well or wells as may be reasonably necessary for the proper development of the leased premises and 
10 marketing the production thereon. 

(A) VERTICAL: In the eventthts lease ts m force and effect two (2) years after the expiration date of the pnmary or extended tenn it shall then tenninate as to all of the leased premises. 
EXCEPT (I) 40 acres surroundmg each 011 well capable of producmg m paymg quantuies and 320 acres surroundmg each gas well capable of producing m paymg quan111ies (mcluding a shut-m 
oil or gas well as provtded in Paragraph t I hereof), or a well upon which Lessee is then engaged in contmuous dnlhng or reworking operations. or (2) the number of acres mcluded in a producmg 
pooled unu pursuant to Natural Resources Code Secttons 52.151-52 153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proratton umt for 
each such producmg well under the rules and re!,'ltlatlons of the Railroad Commisston of Texas, or any successor agency, or other governmental authority having Junsdiction. Wuhm 90 days of a 
pant a I temunation of this lease 10 accordance with tlus subparagraph and upon payment of the mimmum filing fcc set by General Land Office rules in effect at the time of the panialtcnninatlon, 
Lessee shall have the nght to obtain a surface lease for ingress and egress on and across the tcnninated pont on of the leased premises as may be reasonably necessary for the continued operation 
of the pontons of the lease remaining in force and effect. If Lessee fatls to apply for a surface lease with10 the 90 day period specified above, Lessee may apply for a surface lease from the Land 
Office, but the Land Cormniss•oner has the discretion to grant or deny such application and to set the fee for such surface lease 

(B) IIOR IZO TAL: In the evcnt thts lease IS in force and effect two (2) years after the exptration date of the pnmary or extended tenn 11 shall funher tennmate as to all depths below 100 
feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the pnmary or extended 
term Lessee pays an amount equal to one-half ( l/2) of the bonus ong10ally patd as consideration for this lease (as spectfied on page I hereof). If such amount is paid,thts lease shall be 10 force 
and effect as to such deeper depths, and said tennination shall be delayed for an addittonal period of two (2) years and so long thereafter as 011 or gas ts produced 10 paying quantmes from such 
deeper depths covered by thts lease. 

(C) IDENTIFICATION A D FILl 'G: Tite surface acreage retained hereunder as to each well shall, as nearly as practical, be 10 the fonn of a square wuh the well located m the center 
thereof, or such other shape as may be approved by the School Land Board Within thtrty (30) days after panialtenmnation of this lease as proVIded herein, Lessee shall execute and record a 
release or releases con1a10ing a satisfactory legal descnptlon of the acreage and/or depths not retamed hereunder The recorded release, or a centfied copy of same, shall be filed 10 the General 
L1nd Office, accompanied by the filing fcc prescribed by the General Land Office rules in effect on the date the release 1s filed. If Lessee fatls or refuses to execute and record such release or 
releases wtthm ninety (90) days after bemg requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by wriuen instrument the acreage and/or 
depths to be released hereunder and record such instrument at Lessee's expense 10 the county or counties where the lease is located and m the official records of the General Land Office and such 
destgnatJon shall be binding upon Lessee for all purposes. If at any time after the eftcctive date of the part tal tcnnination proVlsions hereof, the applicable field ntles arc 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 satd well or wells for production purposes. 

8. OFFSET WELLS: If otl and/or gas should be produced in eommerctal quantttles from a well located on land privately owned or on State land leased at a lesser royalty, which well is 
with10 one thousand (1,000) feet of the area included herein, or whtch wellts draining the area covered by thts lease, the Lessee shall, wuhin stxty (60) days after such initial production from the 
drn10ing well or the well located witlun one thousand (1,000) feet from the area covered by this lease bcg10 in good faith and prosecute dthgently the dnlhng of an offset well on the nrea covered 
by this lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drnmagc of the area covered by this lease. and the Lessee, manager or driller shall usc all 
means necessary m a good fauh elTon to make such offset well produce oil and/or gas m eommerctal quantittes. Only upon the detennmatlon of the Commissioner and \vith hts written approval, 
may the payment of a compensatory royalty satisfy the obligation to dnll an offset well or wells rcqutred under thts Paragraph 

9. DRY HOLE/CESSATION OF PROD CTIO D Rl G PRII\IARY TERI\1: If, dunng the primary tenn hereof and pnor to dtscovery and production ofotl or gas on satd land, 
Lessee should drill a dry hole or holes thereon, or tf dunng the pnmary tenn hereof and after the discovery and actual production of 011 or gas from the leased prem•ses such productton thereof 
should cease from any cause, thts lease shall not tenn10atc tf on or before the expiration of sixty (60) days from date of completion of satd dry hole or cessation of production Lessee commences 
additional dnll10g or rework10g operattons thereon, or pays or tenders the next annual delay rental 10 the same manner as proVIded m thts lease If, dunng the last year of the pnmary term or 
within SIXty (60) days prior thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause, Lessee's nghts shall remam 10 full force and effect wnhout 
further operations until the expiration of the pnmary term; and if Lessee has not resumed production m paying quantities at the exptration of the pnmary ·tenn, Lessee may maintain thts lease by 
conductmg addttlonal drilhng or reworkmg operations pursuant to Paragraph 10, usmg the expiration of the pnmary tenn as the date of cessation of product ton under Paragraph 10. Should the 
first well or any subsequent well drilled on the above descnbed land be completed as a shut-in 011 or gas well withm the pnmary tem1 hereof, Lessee may resume payment of the annual rental in 
the same manner as provided herein on or before the rental pa)'lng date followmg the exptratlon of stxty (60) days from the date of completion of such shut-10 otl or gas well and upon the fmlure 
to make such payment, this lease shalltpso facto tennmate. If at the exptratlon of the primary tenn or any time thereafter a shut-in o•l or gas wellts located on the leased premtses payments may 
be made 10 accordance with the shut-in provistons hereof 

10. CESSATION, DRILLI 'G, AND REWORK ING: If, after the expiration of the pnmary tenn, production of otl or gas from the leased premtses, after once obtamed, should cease from 
any cause, this lease shall not tenmnate tf Lessee commences additional drilhng or reworking operations wttlun stxty (60) days after such cessation, and this lease shall remain in full force and 
effect for so long as such operations cont10uc 10 good fauh and m workmanlike manner wnhout 10terrupt1ons totalmg more than stxty (60) days If such dnlling or reworking operations result in 
the production of otl or gas, the lease shall remam m fell force and effect for so long as 011 or gas IS produced from the leased premtses m paying quantities or payment of shut·IO 011 or gas well 
royalttes or payment of compensatory royalties IS made as provided herem or as proVIded by law If tl1e dnll ing or rework10g operations result in the completion of a well as a dry hole, the lease 
Will not tenn10ate tf the Lessee commences addu tonal dnlhng or reworktng operauons wtthm stxty (60) days after the completton of the well as a dry hole, and this lease shall rema10 in effect so 
long as Lessee continues dnlhng or reworkt ng operations 10 good fallh and 10 a workmanlike manner wnhout interruptions totahng more than stxty (60) days. Lessee shall give wrincn notice to 
the General Land Office wtthm thiny (30) days of any cessation of production 

I I. Slt UT-IN ROY f\ L Tl ES: For purposes of this paragraph, "well" means any well that has been asstgned a well number by the state agency haVIng jurisdiction over the production of oil 
and gas If at any time after the explfation of the primary tern• of a lease that, until being shut 10, was being mamta10ed m force and effect, a well capable of producing oil or gas in paymg 
quantittes IS located on the leased premtses, but otl or gas ts not bemg produced for lack of suuable production facti lites or lack of a suuable market, then Lessee may pay as a shut-moil or gas 
royalty an amount equal to double the annual rental provided m the lease. but not less than S 1,200 a year for each well capable of producing 011 or gas 10 paymg quantlues. To be effective, each 
imtlal shut·m oil or gas royalty must be patd on or before (I) the exptratlon of the pnn1ary tenn, (2) 60 days after the Lessee ceases to produce otl or gas from the leased premises, or (3) 60 days 
after Lessee completes a dnlhng or reworkmg operation 10 accordance wnh the lease proVIsions, whichever date IS latest If the shut-10 oil or gas royalty is paid. the lease shall be considered to 
be a producmg lease and the pa)'lnent shall extend the tcnn of the lease for a period of one year from the end of the primary term, or from the first day of the month follow10g the month in whtch 
production ceased, and, after that, if no suitable producuon factliucs or suttable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one ( I) year by 
paymg the same an1ount each year on or before the cxptratton of each shut-10 year 

12. COl\ I PE SA TORY ROYAL Tl ES: If, during the penod the lease IS keptm effect by payment of the shut-moil or gas royalty, otl or gas is sold and dehvered m paymg quantities from a 
well located w1th10 one thousand ( 1,000) feet of the leased premises and completed m the same producmg reservotr, or m any case 10 whtch dramage is occurnng, the nght to continue to mamtain 
the lease by paymg the shut-Ill 011 or gas royalty shall cease, but the lease shall rem am effective for the remainder of the year for whtch the royalty has been patd Tite Lessee may maintain the 



lease for four more successtve years by Lessee paying compensatory royalty at the royalty rate provided m the lease of the market ' 'alue of production from the well causmg the drainage or which 
os completed on the same producmg reservotr and wnhuo one thousand (1,000) feet of the leased premtses The compensatory royalty is to be paod monthly to the Commissioner begiMing on or 
before the last day of the month follo"1ng the month m whoch the ool or gas ts produced !Tom the well causmg the dramage or that ts completed m the same producong reservOir and located \vi thin 
one thousand (1,000) feet of the leased premises, of the compensatory royalty paid on any 12-month period os man amount less than the annual shut·m otl or gas royalty, Lessee shall pay an 
amount equal to the dtfference wtthon thirty (30) days !Tom the end of the 12-month peood, and none of these provmons mil reheve Lessee of the obhgatton of reasonable developmenJ nor the 
obhgatlon to doll offset wells as proVlded on NRC. Section 52 034, however, at the determmatoon of the Commtsstoner, and wtth the Commosstoner's \Vl1tten approval, the payment of 
compensatory royalties shall satisfy the obhgatoon to drill offset wells Compensatory royalty payments whoch are notllmely prud \\111 accrue penalty and interest in accordance \vith Paragraph 5 
of this lease 

13. EXTE IONS: If, at the expiratiOn of the pomary term ofthts lease, productton ofotl or gas has not been obtamed on the leased premtses but dnlhng operations are being conducted 
thereon on good fruth and m a good and workmanlike manner, Lessee may, on or before the exporatlon of the primary term, file in the General Land Office \\ntten apphcatlon to the Commissioner 
of the General Land Office for a thtrty (30) day extension of thts lease, aceompan1ed by payment of Three Thousand Dollars (S3,000.00) if this lease covers stx hundred fony (640) acres or less 
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred fony (640) acres and the Commtssioner shall, in wntiog, extend thos lease for a thiny (30) day period !Tom and 
after the expiration of the pnmary term and so long thereafter as ool or gas tS produced m payong quantities; proVlded funher, that Lessee may, so long as such dolhng operations are being 
conducted make hke apphcatoon and payment during any th1rty (30) day extended peood for an additional extension of thony (30) days and, upon receipt of such apphcation and payment, the 
Commisstoner shall, in writing, again extend this lease so that same shall remaon in force for such adduional thioy (30) day peood and so long thereafter as oil or gas is produced in paying 
quantities; prOVIded, however, that thts lease shall not be extended for more than a total of three hundred mncty (390) days from and after the expiratoon of the primary term unless production m 
paying quantities has been obtained. 

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided, 
however, Lessee shall not use potable water or water suitable for livestock or tmgation purposes for water Oood operations 'vithout the poor written consent of Lessor. Subject to its obligation to 
pay surface damages, Lessee shall have the oght to use so much of the surface of the land that may be reasonably necessary for dolhng and opera tong wells and transporting and marketing the 
production therefrom, such use to be conducted under condntons of least injury to the surface of the land Lessee shall pay surface damages m an amount set by the General Land Office fee 
schedule which is cffecuve on the date when the activity requtong the payment of surface damages occurs 

IS. POLLUTION: In developmg thJS area, Lessee shall use the hoghest degree of care and all proper safeguards to prevent pollution Wuhout hmumg the foregomg, polluuon of coastal 
wetlands, natural waten•ays, overs and impounded water shall be prevented by the use of contamonent fact hues suffictent to prevent sptllage. seepage or ground water contaminatiOn. In the event 
of polluuon, Lessee shall use all means at tts disposal to recapture all escaped hydrocarbons or other pollutant and shall be responstble for all damage to pubhc and povate properties. 

(A) UPLi\ D : Lessee shall bmld and maontain fences around us slush, sump. and draonage pus and tank batteries so as to protect hvestoek agaonst loss, damage or 10jury; and upon 
compleuon or abandonment of any "ell or "ells, Lessee shall !ill and Je,el all slush ptts and cellars and completely clean up the dnlhng sue of all rubbtsh thereon 

(B) UB/IIERGED LA D : No dtscharge of sohd waste or garbage shall be allowed tnto State waters from any drilling or support vessels. producuon platform, crew or supply boat, 
barge, jack-up og or other equtpment located on the leased area Sohd waste shall mclude but shall not be limited to contamers, equtpment, rubbtsh. plastoc, glass, and any other man-made non· 
btodegradable uems A stgn must be displayed m a htgh traffic area on all vessels and manned platforms staung, "Dtscharge of any sohd waste or garbage mto State Waters !Tom vessels or 
platforms ts stoctly prolnbued and may subject a State of Texas lease to forfe uurc" Such statement shall be on lettering of at least I" m st7.e 

(C) RIVERS: To the extent necessary to prevent polluuon, the provistons found m subsccuons (a) and (b) of this paragraph shall also apply to overs and overbeds 

(D) PEN;\ LTV: Failure to comply wtth the requirements of th1s proviston may result m the maxtmwn penalty allowed by law includmg forfetture 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. IDENTIFICATIO MARKERS: Lessee shall erect, at a dtstance not to exceed twenty-five (25) feet !Tom each \\ell on the premtses covered by tins lease, a le8Jble stgn on which shall 
be stated the name of the operator, the lease designauon and the well number. Where two or more wells on the same lease or where wells on two or more leases are eoMccted to the same tank 
battery, whether by indtvidual now line connections direct to the tank or tanks or by use of a multiple header system, each hne between each "ell and such tank or header shall be legibly 
tdenttfied at allttmes, etther by a fiiiTlly attached tag or plate or an tdenu!icauon properly pamted on such hne at a dtstance not to exceed three (3) feet !Tom such tank or header eoMecuon Sa1d 
stgns, tags, plates or other tdenuficatton markers shall be maontamed m a legtble condu1on throughout the term of thts lease 

17. ,\ IGNI\IENT : The lease may be transferred at any ume, proVlded, ho"e•-er, that the habohty of the transferor to proper!) dtschargc us obhgauon under the lease, mcluding properly 
pluggmg abandoned "ells, rcmoVlng platforms or ptpehnes, or remedtauon of contammauon at doll sues shall pass to the transferee upon the poor wotten consent of the CommiSSIOner of the 
General L.~nd Office The Commtsstoner may require the transferee to demonstrate fmanctal responstbthty and may requtre a bond or other security All transfers must reference the lease by the 
file number and must be recorded m the county where the area ts located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer ts recorded must be 
filed m the General Land Office \\1thm ninety (90) days of the execuuon date, as pro\llded by N R.C Secuon 52.026, accompan1ed by the fihng fcc prescnbed by the General Land Office rules tn 
effect on the date of recetpt by the General Land Office of such transfer or certified copy thereof Every transferee shall succeed to all oghts and be subject to all obhgattons, loaboliues, and 
penalttes O\\cd to the State by the oogmallessee or any poor transferee of the lease, mcludmg any habthues to the state for unpa1d royalttes 

18. RELEASE : Lessee may relinquish the rights granted hereunder to the State at any ume by recordmg the relinquishment in the county where thts area ts suuated and filing the recorded 
rehnqutshment or certtfied copy of srune m the General Land Office wtthm mnety (90) days after us cxecutton accompanied by the filong fee prescobed by the General Land Office rules in effect 
on the date of recetpt by the General Land Office of such relinquishment or ccrtt!ied copy thereof. Such re linquishment will not have the effect of rcleasong Lessee from any liabtlity theretofore 
accrued 10 favor of the State 

19. Ll E : In accordance '"''h N R.C. Sect ton 52.136, the State shall have a first hen upon all Otl and gas produced !Tom the area covered by this lease to secure payment of all unpatd royalty 
and other sums of money that may become due under this lease. By acceptance of thts lease, Lessee grants the State, on addition to the lien proVldcd by N R C. Secuon 52 136 and any other 
applicable statutory hen, an express contractual hen on and secuoty interest in all leased monerals 10 and extracted from the leased prcnuses, all proceeds whtch 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 improvements to the leased preomscs used on connecuon with the production or 
processing of such leased mmerals m 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 cove nan! or condllton of thts lease, whether express or tmphed Thts lien and security mterest may be foreclosed wuh or w1thout court proceedings 
on the manner proVIded on the Tule I, Chapter 9 of the Texas Busmess and Commerce Code. Lessee agrees that the Commtsstoner may requtre Lessee to execute and record such instruments as 
may be reasonably necessary to acknowledge, attach or perfect thts hen Lessee hereby represents that there are no prior or supeoor hens a11song !Tom and rclatmg to Lessee's actiVlttes upon the 
above-descobed propeny or !Tom Lessee's acqutsiuon of thts lease. Should the Commtsstoner at any mne determme that tlus representauon ts not true, then the Comm1ss10ner may declare thts 
lease forfeued as proVlded herem 

20. FORFEIT RE: If Lessee shall fat! or refuse to make the payment of any sum \Vlthtn tlurty (30) days after u becomes due, or tf Lessee or an authoozed agent should knowmgly make any 
false return or false report concerning producuon or dnlhng, or tf Lessee shall fat! or refuse to doll any offset well or wells m good fatth as rcqutred by law and the rules and regulations adopted 
by the Conumssioner of the General Land Office, or tf Lessee should fat! to file reports m the manner requtred by Ia\\ or fatl to comply \VIth rules and regulations promulgated by the General 
Land Office, the School Land Board, or the RaJ!road Commission. or refuse the proper authooty access to the records penainmg to operauons, or 1 f Lessee or an authoozed agent should 
knO\Vlngly fat! or refuse to gtve correct mformauon to the proper authonty, or knowmgly fat! or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall kno,vingly 
Vlolate any of the mateoal provistons of this lease, or iftlus lease ts asstgned and the asstgrunent ts not filed tn the General Land Office as reqUired by law, the oghts acqutred under this lease shall 
be subject to forfeiture by the CommtSStoner, and he shall forfett same when sufficiently mformed of the facts whteh authooze a forfeiture, and when forfcucd the area shall agam be subject to 
lease to the htghcst btddcr, under the same regulations controlhng the oogmal sale of leases. However, nothing herein shall be construed as waiVlng the automatic termma11on of thts lease by 



operation of law or by reason of any special limitation arising hereunder. Forfeimres may be set aside and this lease and all nghts thereunder reinstated before the rights of another intervene upon 
satisfactory evtdcnce to the Commissioner of the General Land Oflice of future compliance with the provisions of the law and of this lease and the rules and regulations that may be adopted 
relative hereto. 

21. RIVERBED TRACTS: In the event this lease covers a riverbed, Lessee ts hereby spectfically granted the right of eminent domain and condemnation as provided for m N.R.C. Sections 
52.092-52.093, as a pan of the consideration moving to Lessor for the covenants herein made by Lessee. 

22. APPLICABLE LAWS AND DRI LUNG RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the 
General Land Oflice governing drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations). payment of 
royal ties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without 
limiting ~1e generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all stamtory and regulatory provisions relating to the General Land 
Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 3 1 Texas Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135 
and 52. 137 through 52 140. In the event this lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or other 
purpose incident to the operation of a port , then Lessee shall not be entitled to enter or possess such land without pnor approval as provided under Section 61.117 of the Texas Water Code, but 
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however. that no surface drilling location may be nearer than 660 feet and special pcrn1ission from the 
CommissiOner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles from the nearest bulkhead line or from the nearest dredged 
bottom edge of any channel, slip, or turning basin which has been authorized by the Uruted States as a federal project for future construction, whichever is nearer. 

23. REMOVAL OF EQUIPMENT: Upon the tern1ination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the casing or any pan of the equipment from any 
producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written 
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property 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 lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative. 

24. FORCE MAJEURE: Should Lessee be prevented from complymg wtth any express or imphed covenant of this lease, from conducting drilling operations thereon, or from producing oil 
and/or gas tl1erefrom, after elTon made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, ntle or regulation of governmental authority, then while so 
prevented, Lessee's obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the General Land Office in support of 
Lessee's contention and Lessee shall not be liable for damages for failure to comply therewith (except in the event of lease operations suspended as provided in the mles and regulations adopted 
by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the 
leased premises; provided, however, that nothing herein shall be constmed to suspend the payment of rentals during the primary or extended term. nor to abridge Lessee's right to a suspension 
under any applicable statute of this State. 

25. LEASE SECURITY: Lessee shall take the lughest degree of care and all proper safeguards to protect said premises and to prevent theft of otl, gas, and other hydrocarbons produced 
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks. or other appropriate protecuve devices on or at all access points at the lease's 
production, gatl1ering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shaH pay the State of Texas 
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft 

26. REDUCTION OF PAYMENTS: If, during the primary tenn, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by the 
School Land Board in accordance with Natural Resources Code Sections 52 151-52.153, or if, at any time after the expiration of the primary tem1 or the extended tenn, this lease covers a lesser 
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or 
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres outside the botmdaries 
of a pooled unit, or, if after the expirat ion of the primary tenn, the number of acres actually retained and covered by this lease. 

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

28. ANTIQUITIES CODE: In the event that any feature of archeologtcal or historical interest on Permanent School Fund Land is encountered during the activities authorized by this lease, 
Lessee will immediately cease activities and \viii immediately notifY the General Land OOice (ATTN. Archaeologist, 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 adequate measures may be undertaken to protect or recover such discovenes or findings, as appropriate. 
Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas. Chapter 19 1, Tex Nat. 
Code Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Htstoncal Commisston before breaking ground at a 
project location. An archaeological survey might be required by the commission before constmction of the project can commence. Further, in the event that any site, object, location, ani fact or 
other feature of archaeological, scientific, educational, cultural or historic mterest is encountered during the activities authonze by this lease, lessee will immediately notify lessor and the Texas 
Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate. 

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

30. LEASE FILI NG: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code,this lease must be fi led of record in the oflice of the County Clerk in any county in which all or any part of the 
leased premises is located, and certified copies thereof must be filed in the General Land Oflice. TI1e prcscnbed fihng fee shall accompany the certified coptes sent to the General Land Office. 
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{")( 31. EXECUTION: nus 01! and gas lease must be s1gned and ackno\\ledged by the Lessee before 111s filed of record 10 the county records and 10 the General Land Office of the State of 
\ ~exas 

LES EE 

OY: _ ______________ _ 

TITLE: _ ____________ _ 

DATE: ___________________________ _ 

OF, witness the signature of the Commissioner of the General l~1nd Office of the State of Texas under the seal of the General Land Office. 

STATE OF _________________ __ 

COU TYOF ______________ __ __ 

CO:IIMISSIONER OF TilE CE ERAL LAND OFFICE 
OF THE STATE OFTE~\ 

APPROVED 

Contents 
Lega l 
DC 
Exec 

(CORPORATION ACKNOWLEDC:IIENT) 

BEFORE ME, the undcrstgned authonty, on th1s day personally appeared _ ___________________________________________ _ 

known to me to be the person whose name is subscribed to the forcgomg mstrument, as _______________________________________ of 

------------------------------------------------- -------and ackno"ledged to me that he executed the same 

for the purposes and consideration the rem expressed, m the eapac1l} stated, and as the act and deed of sa1d corporauon 

G1ven under my hand and seal of office th1s 1he ______________ .day of ____________________________ • 20 ______ . 

Notary Public in and for __________________________ _ 

STATE OF ______________ __ (I DIVIDUAL ACKNOWLEDCI\IE T) 

COUNTY OF ___________ _ 

Before me, the unders1gncd authonty, on th1s day personally appeared ______________________________________________ _ 

known to me to be the persons whose names are subscnbed to the foregomg mstrument. and ackno" ledged to me that they executed the 
same for the purposes and cons1derauon thereto c•pressed 

G!'en under my hand and seal of office this the. ______________ day of ___ _ ___________________ , 20 ____ _ 

Notary Public in and for ___________________________ _ 
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July 24, 2009 

Mr. Brandon Bartels 
Petrogulf Corporation 
518 17th Street, Suite 1525 
Denver, Colorado 80202-4124 

Dear Mr. Bartels: 

("""'\ '[-o "'\ )[ I ' [) \ ' [ :.r . 11 .. t, • \.. t .\ • _ , t, . \ :~ D c J [ ~· l[i' J c , Q~ 
jERRY PATTERSON, COl\ll\JISSJO ER 

Thank you for participating in the General Land Office Oi l and Gas Lease Sale held on July 14, 
2009. I am pleased to inform you that Petrogulf Corporation was the high bidder on MGL No. 6, 
which has been assigned the lease number M-11 0304. 

State Lease M-110304 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

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

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

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Stephen F. Austin Buildin~ • 1700 Norrh Congress Avenue · Austin, Texas 78701-1495 
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MEMORANDUM 
Texas General Land Of f ice • Jerry Patterson • Commiss ioner 

DATE: February 23,2010 

TO: School Land Board 

FROM: Peter A. Boone 

SUBJECT: Request by Petrogul fCorporati on to proceed at the Railroad Commiss ion under the 
Minera l Interest Pooling Act fo r a determination by the Railroad Commission for the 
possible inc lusion of a ll or a part of State Lease MFII0304, avasota River Tract 5-D, 
into a unit with Encana Oil & Gas (USA) Inc.'s, L ittle 4 Ranch Well No.3 , Leon and 
Robertson Counties, Texas. 

Petrogul f Corporation (Petrogul f) is requesting Schoo l Land Board permission under Texas Natural 
Resources Code Chapter I 02, the Mineral Interest Pooling Act (MIPA), to proceed at the Railroad 
Commission to force pool a ll or a part of State Lease MF ll 0304, into a unit with Encana Oi l & Gas 
(USA) Inc. ' s (Encana), Little 4 Ranch Well o. 3, Leon and Robertson Counties, Texas. 

Texas Natural Resources Code § 102.004 (d) states: ' With the approval or consent first obtained, or at the 
instance of the Commissioner of the Genera l Land Office, or any board or agency having jurisdiction, the 
land in which the State ofTexas has an interest as described in this chapter may be pooled under the 
provisions of this chapter." 

Petrogulf incurred an offset obligation when Encana completed the Little 4 Ranch Well o. 3 (offset 
well) 800 feet from State Lease MF II 0304. The o ffset well was completed on July 22, 2009 in the Hilltop 
Resort (Bossier) field and has produced approximate ly 1.5 BCF of gas through November 2009. Petrogulf 
does not currently possess any geologic or engineering information to determine if the State lease is being 
dra ined by the offset well. 

Petrogulfhas proposed vo luntary pooling to Encana but that offer has been rejected. Petrogulfp lans to 
extend a statutory fair and reasonable vo luntary pooling offer to Encana pursuant to the MIPA. If thi s 
offer is rejected, then Petrogulf will fi le an MIPA with the Railroad Commission. 

RECOMMENDA TTO : 
Staff recommends Board approva l of the request by Petrogul f to pursue, under the Mineral Interest 
Pooling Act, inclusion of a ll or a part of State Lease MF ll 0304 into a pooled unit wi th Encana ' s Little 4 
Ranch Well No.3 . 
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March 5, 20 I 0 

David Gross 
Gross & Nelson 
12400 Ilwy. 7 1 West, Suite 350-230 
Austin, Texas 78738 

Re: State of Texas Navasota River Lease M- I l 0304; Request of 
Petrogulf Corporation for Consent to MIPA Pooling 
Encana O il & Gas (USA) Inc. 
Little 4 Ranch Lease Well No. 3 
Hilltop Resort (Bossier) Field 
Leon and Robertson Counties, Texas 

Dear M r. Gross: 

I am writing to you in your capacity as Counsel for Petrogulf Corporation 
("Petrogulf '), Lessee of the 15-acrc State of Texas Navasota River Lease M-Il 0304. We 
understand that Petrogulf intends to initiate a Mineral Interest Pooling Act ("MJPA") 
pooling application with the Texas Rail road Commission ("Commission"). You have 
provided the GLO with a copy of the vo luntary pooling offer letter, which Petrogul f has 
extended to Encana. 

In the appl ication Petrogulf will seek the fo rmation of an invo luntary 80 acre 
pooled unit fo r Encana' s Little 4 Ranch Lease Well No. 3 consisting of approximately 7.5 
acres of M- 11 0304 and approx imately 72.5 acres of Encana's adjoining Little 4 Ranch 
Lease. 

MIPA § 102.004(d) provides that lands in which the State of Texas owns an 
interest can only be pooled with the approval or consent of the Commissioner of the 
General Land Offi ce or any Board having authori ty. On behalf of Petrogulfyou requested 
that the School Land Board ("Board") consent to the MIPA pooling of M-1 I 0304 into 
invo luntari ly pooled unit for Encana's Little 4 Ranch Lease Well No.3. 

At the February 23, 20 I 0 meeting of the Board, GLO Staff presented your MIPA 
pooling consent requests as a regular agenda item. The Board granted its consent to 
MIPA invo luntary pooling of M- 11 0304 into the pooled unit for the Little 4 Ranch Lease 
Well No. 3. We understand that the ultimate pooled unit size that may be approved by 

Stephen F. Austin Buildinp; • 1700 orth Congress Avenue • Austin, Texas 78701- J 495 

Post Oflicc Box 12873 • Au~tin , Texas 78711-2873 

512- 463-5001 • 800-998-4GLO 
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. G RUSS & NE LSON 

the Railroad Commission could be smaller or larger than 80 acres, depending upon the 
evidence presented at the MIPA hearing. We also understand that the Commission can 
only pool acreage, which it fi nds to be reasonably productive; consequently if it were to 
find that a portion of M- I l 0304 was not productive then it would only pool the 
productive portion. This letter wi ll constitu te proof of the Board's consent to MIPA 
pooling of M- I l 0304. 

Please contact me if I can provide you with any addi tional information. Thank 
you for your attention to th is matter. 

cz~I Morgan~ ~~ 
Energy Resources Division 
(5 12) 305-9106 

Mr. David Gross 
March 4, 20 I 0 
Page 2 
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Texas General Land Office 

UNIT AGREEMENT MEMO 

PA10-76 

4 738 

ENCANA OIL & GAS (USA) INC 

C000044571 

A dams State Unit 

Effective Date 5/412010 

Unitized For Gas 

Unit Term 0 Mouths 

Unit N umber 

Operator Name 

Customer ID 

Unit N ame 

County / Leon Old Unit Number Inactive Status Date 

County 2 Robertson 

County 3 

RRC District: 05 

Unit Type: Permanent 

State Royalty Interest: 0.0053267045455 

State Part in Unit: 0.0213068181818 

Unit Depth 

Below Depth 

Above Depth 

MF Number 

Lease Acres 

Tract Participatio11: 

0 

0 

MF110304 

0.0213068 

15 I 

Well: 

Formation: 

Participation Basis: Surface A creave 

{If Exclusions Apply: See Remarks/ 

Tract N umber 

Total Unit Acres 704 

X 

0 

0 

0 

0 

0 

Lease Royalty 0.25 Manual Tract Participation: 

Tract Royalty Participation 0.0053267 
Manual Tract Royalty: 

Tract Royaly Reduction Yes 

Tract Royalty Rate 0.2 

Tract On-Line Date: 

Thursday, May 06, 2010 PAl0-76 Unit Number 4738 

L = = = = 0i See Remarks! , ----0, 

Page I of2 



API Number RRC Number 

Remarks: 

Prepared By: ----,r;r- Prepared Date: §""- (p -ID 

GLO Base Updated By: 

~ 
GLOBase Date: s-? -;u 

RAM Approval By: RAM Approval Date: 5- {,.Q. -Zo~ 
GIS By: GIS Date: fS- ~D .. (~ 

Tllurstlay, May 06, 2010 PAl0-76 Unit Number 4738 Page 2 ofl 



Pooling Committee Report 
To: School Land Board 

PA10-76 
Date of Board Meeting: May 4, 2010 

Unit Number: 4738 
Effective Date: 51412010 

Unit Expiration Date: Permanent 

Applicant: PETROGULF CORP I ENCANA OIL & GAS (USA) INC 

Attorney Rep: David Gross I H. Philip Whitworth, Jr. 

Operator: ENCANA OIL & GAS (USA) INC 

County 1: Leon 

County 2: Robertson 

County 3: 

Unit Name: 

Field Name: 

Adams State Unit 

Hilltop Resort (Bossier) 

Lease 

~ 

SF 

MF Lease 
Number Royalty 

MF110304 0.25 

Expiration 
Date 

7/1412012 

Lease 
Term 

3 years 

Lease Lease Acres 
Acres in Unit 

15 15 

Royalty 
Participation 

0.0053267 

SF= State Fee RAL = Relinquishment Act FR = Free Royalty UR = Unleased River 

Private Acres : 

State Acres : 

Total Unit Acres: 

Unit Type: Unitized for: 

Permanent Gas 

Term: 0 Months 

Participation Basis: 
689 

Surface Acreage 
15 

State Acreage: 
704 

State Unit Royalty : 

Well Location: RRC Rules : 
Private Land Statewide 

2.13% 

0.53% 

Spacing Acres : 

40 



REMARKS: 
Pooling Agreement Number: PA10-76 

o Petrogulf Corporation and EnCana Oil & Gas (USA), Inc. are requesting 
permanent gas pooling to all depths. 

o EnCana proposes to drill up to six unit wells to test the Bossier Formation. The 
first well is to be spud in May this year with a proposed total depth of 22,000 feet. 

o With approval of the unit the State's unit royalty participation will be 0.53%. If a 
unit well is on-line to sales by July 14, 2010, Petrogulf Corporation will earn a 
reduced royalty to 20% on the State lease, making the State's unit royalty 
participation 0.43%. 

o Horizontal severance is included in the State lease. 

POOLING COMMITTEE RECOMMENDATION: 

0 The Pooling Committee recommends Board approval of a permanent gas unit 
under the above-stated provisions. 

~J-?~ 

Peter A. Boone - General Land Office 

Ow~· => 
David Zimmerman - Office of the Governor 

'f~ 22-10 
Date: 
4 . zz. 16 

Date: 

t -¥- \0 

Date: 
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RATIFICATION OF POOLING DECLARATION 
ADAMS-STATE UNIT 

ROBERTSON COUNTY, TEXAS 

WHEREAS , a certain instrument , entitled Pooling Declaration , 
Adams - State Unit ( " Unit Agreement " ) , has been executed for 
conducting Unit Operations in Robertson County , Texas , as more 
particularly described in said Unit Agreement filed of Record at 
Volume 1106 , Page 236 of the Official Public Records of Robertson 
County , Texas ; and , 

WHEREAS , a person may become a party to said Unit Agreement by 
signing the original of said instrument , a counterpart thereof , or 
other instrument agreeing to be bound by the provisions thereof ; 

WHEREAS , the State of Texas is the owner of Royalty Interests 
in the Adams-State Unit ("Unit") and pursuant to the provisions of 
Subchapter E, Chapter 52 of the Natural Resources Code , the School 
Land Board has approved said Unit Agreement , upon the condition , 
however , that the Working Interest Owners agree to the terms 
hereinafter set forth in consideration of the commitment of t he 
State ' s Royalty Interests to said Unit , and the Commissioner of the 
General Land Office is authorized by said statute to commit the 
State ' s royalty interests to said Unit on behalf of the State : 

NOW THEREFORE , KNOW ALL MEN BY THESE PRESENTS , that the 
undersigned , the Commissioner o f the General Land Office of the 
State of Texas , acting on behalf of the State , for and in 
consideration of the premises and the benefits anticipated to 
accrue to the State under said Unit Agreement , does hereby commit 
to said Unit Agreement the Royalty Interests of the State of Texas 
as described in said Unit Agreement , and does hereby agree that the 
State of Texas shall be bound by all of the provisions of said Unit 
Agreement , except as hereinafter set forth , the same as if the 
undersigned had executed the original or a counterpart of said Unit 
Agreement . 

This instrument is executed by the undersigned upon the 
condition that the Working Interest Owners agree to the following 
terms in consideration of the commitment of the State ' s Royalty 
Interest to said Unit : 

PURPOSES : 1. 

This Ratification of Declaration of Pooling ( "Ratification " ) is 
made for the purposes of conservation and utilization of the pooled 
mineral , to prevent waste , to facilitate orderly development and to 
preserve correlative rights. To such end , it is the purpose of 



this Ratification to effect equitable participation within the Unit 
formed hereby . This Ratification is intended to be performed 
pursuant to and in compliance with all applicable statutes , 
decisions , regulations , rules , orders and directives of any 
governmental agency having jurisdiction over the production and 
conservation of the pooled mineral and in its interpretation and 
application shall , in all things , be subject thereto . 

UNIT DESCRIPTION : 2 . 

The oil and gas leases , which are included within the pooled unit , 
are described in the Unit Agreement as Exhibit "A" to which leases 
and the records thereof reference is made for all pertinent 
purposes . The pooled unit consists of the 704 acres as described on 
Exhibit "B" and shown on a plat as Exhibit "C" to the Unit 
Agreement . 

MINERAL POOLED : 3 . 

The mineral pooled and unitized ( " pooled mineral " ) hereby shall be 
gas including all hydrocarbons that may be produced from a gas well 
as such wells are recognized and designated by the Railroad 
Commission of Texas or other state regulatory agency having 
jurisdiction over the drilling and production of oil and gas wells . 
The pooled mineral shall extend to all depths underlying the 
surface boundaries of the pooled unit ( " unitized interval " ) , 
provided that the State Lease as described in Exhibit A is subject 
to its Paragraph 7 (B) , which provides for the termination of 
certain depths two years after the end of the primary term , unless 
such depths are otherwise maintained pursuant to the provisions of 
such State Lease . 

POOLING AND EFFECT : 4 . 

The State ' s interest which is within the Unit Area 
committed thereto to the extent and as above described 
Unit and do unitize and pool hereunder the State ' s tract 
in the Unit Agreement , for and during the term hereof , so 
pooling or unitization shall have the following effect : 

is hereby 
into said 
described 
that such 

(a) The Unit , to the extent as above described , s hall 
be operated as an entirety for the exploration , 
development and production of the pooled mineral , 
rather than as separate tracts . 

(b) All drilling operations , reworking or other 
operations with respect to the pooled mineral on 
land within the Unit shall be considered as though 
the same were on each separate tract in the Unit , 

2 



regardless of the actual location of the well or 
wells thereon , for all purposes under the terms of 
the respective leases or other contracts thereon 
and this Ratification . 

(c) Production of the pooled mineral from the Unit 
allocated to each separate tract , respectively , as 
hereinafter provided , shall be deemed to have been 
produced from each such separate tract in the Unit , 
regardless of the actual location of the well or 
wells thereon , for all purposes under the terms of 
the respective leases or other contracts thereon 
and this Ratification . Provided that , if any State 
Lease described in Exhibit "A" of the Unit 
Agreement contains provision 4(E) VARIABLE ROYALTY , 
and a unit well is not located on such State Lease 
and a reduced royalty has not otherwise been 
earned , then a reduced royalty may be earned by 
unit production , but it shall only apply to the 
acreage included within the unit . Acreage outside 
of the unitized area must earn a reduced royalty 
independently . 

(d) All rights to the production of the pooled mineral 
from the Unit , including royalties and other 
payments , shall be determined and governed by the 
lease or other contract pertaining to each separate 
tract , respectively , based upon the production so 
allocated to such tract only , in lieu of the actual 
production of the pooled mineral therefrom . 

(e) A shut-in oil or gas well located upon any lease 
included within said Unit shall be considered as a 
shut-in oil or gas well located upon each lease 
included within said Unit ; provided , however , that 
shut-in oil or gas well royalty shall be paid to 
the State on each State lease wholly or partially 
within the Unit , according to the terms of such 
lease as though such shut-in oil or gas well were 
located on said lease , it being agreed that shut-in 
royalties provided in each State lease shall not be 
shared with other royalty owners or otherwise 
diminished by reason of this Ratification . 

(f) Notwithstanding any other provision hereof , it is 
expressly agreed that each State lease may be 
maintained in force as to areas lying outside the 
unitized area only as provided in each such lease 
without regard to Unit operations or Unit 

3 



production . Neither production of the pooled 
mineral , nor Unit operations with respect thereto, 
nor the payment of shut-in royalties from a Unit 
well , shall serve to hold any State lease in force 
as to any area outside the unitized area regardless 
of whether the production or operations on the Unit 
are actually located on the State lease or not . 
"Area " as used in this paragraph shall be based 
upon surface acres to the end that , except as may 
be provided in each State Lease , the area inside 
the surface boundaries of the Unit , if held , will 
be held as to all depths and horizons . 

(g) If the Railroad Commission of Texas (or any other 
Texas regulatory body having jurisdiction) shall 
adopt special field rules providing for oil and/or 
gas proration units of less than 704 acres, then 
Lessee agrees to either (1) drill to the density 
permitted by the Railroad Commission , (2) make 
application to the School Land Board of the State 
of Texas to reform the Unit to comply with Railroad 
Commission unit rules , or (3) make application to 
the School Land Board of the State of Texas for 
such remedy as may be agreeable to the Board . 

(h) This Ratification shall not relieve Lessee from the 
duty of protecting the State lease from drainage 
from any well situated on privately owned land 
outside the Unit Area or as to any mineral not 
pooled hereby , but , subject to such obligation , 
Lessee may produce the allowable for the entire 
unit as fixed by the Railroad Commission of Texas 
or other lawful authority , from any one or more 
wells completed thereon . 

(i) There shall be no obligation to drill internal 
offsets to any other well on separate tracts within 
the Unit Area , nor to develop the tracts 
separately , as to the pooled mineral . 

(j) Should the Unit Agreement terminate for any cause , 
the leases and other contracts affecting the lands 
within the Unit , if not then otherwise maintained 
in force and effect , shall remain and may be 
maintained in force and effect under their 
respective terms and conditions in the same manner 
as though there had been production or operations 
under said lease or con tract and the same had 

4 



ceased on the date of the termination of the Unit 
Agreement . 

ALLOCATION Or PRODUCTION : 5 . 

for the purpose of computing the share of production of the pooled 
mineral Lo which each interest owner shall be entitled from the 
Unit , there shall be allocated to each tract committed to said Unit 
that pro rata portion of the pooled mineral produced from the Unit 
which the number of surface acres covered by each such tract and 
included in the Unit bears to the total number of surface acres 
included in said Unit , and the share of production to which each 
interest owner is entitled shall be computed on the basis of such 
owner ' s interest in the production so allocated to each tract . 

TAKING ROYALTY IN KIND : 6 . 

Notwithstanding anything contained herein to the contrary , the 
State may , at its option , upon not less than sixty (60) days notice 
to Lessee , require that payment of all or any royalties accruing to 
the State under this Ratification be made in kind , without 
deduction for the cost of producing , gathering , storing , 
separating , treating , dehydrating , compressing , processing , 
transporting and otherwise making the oil , gas and other products 
produced hereunder ready for sale or use . 

fULL MARKET VALUE : 7 . 

In the event the State does not elect to take its royalty in kind , 
the State shall receive full market value for its royalty 
hereunder , such value to be determined as follows : 

(a) As to royalty on oil by ( 1) the highest posted 
price , plus premium, if any , offered or paid for oil , 
condensate , distillate , or other liquid hydrocarbons , 
respectively , of a like type and gravity for the field 
where produced and when run , or (2) the highest market 
price thereof offered or paid for the field where 
produced and when run , or (3) the gross proceeds of the 
sale thereof , whichever is the greatest ; 

(b) As to royalty on gas , such value to be based on (1) 
the highest market price paid or offered for gas of 
comparable quality for the field where produced and when 
run , or (2) the gross price paid or offered to the 
producer , whichever is the greater . 

5 



lease or the laws applicable thereto ; (2) constitute a waiver or 
release of any claim for money , oil , gas or other hydrocarbons , or 
other thing due to the State by reason of the existence or failure 
of such lease ; (3) constitute a waiver or release of any claim by 
the State that such lease is void or voidable for any reason , 
including , wilhout limitation , violations of the laws of the State 
with respect to such lease or failure of consideration ; (4) 
constitute a confirmation or recognition of any boundary or acreage 
of any tract or parcel of land in which the State has or claims an 
interest ; or (5) constitute a ratification of , or a waiver or 
release of any claim by the State with respect to any violation of 
a statute , regulation , or any of the common laws of this State , or 
any breach of any contract , duty , or other obligation owed to the 
State . 

COUNTERPARTS : 13 . 

This Ratification may be executed in counterparts and if so 
executed shall be valid , binding and have the same effect as if all 
the parties hereto actually joined in and executed one and the same 
document . For recording purposes and in the event counterparts of 
this Ratification are executed , the executed pages , together with 
the 
pages necessary to show acknowledgments may be combined with the 
other pages of this Ratification so as to form what shall be deemed 
and treated as a single original instrument showing execution by 
all parties hereto . 

IN WITNESS WHEREOF, the parties hereto have executed this 
Ratification upon the respective dates indicated below . 

Date Executed 

STATE OF TEXAS 

Legal ~~o _____ _ 

Content 

Geology l[ 

Executive ~~ 
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Date Executed June /5 ;?o to 
----~~~~~, ~~~ 

ENCANA OIL & GAS (USA) INC . 

Its : Attorney-In-Fact 

Date Executed Ji1N6 /1. 20/0 
--~~~~~,~~~~-

PETROGULF CORPORATION 

8 



CERTIFICATE 

I , Stephanie Crenshaw , Secretary of the School Land Board of the 
State of Texas , do hereby certify that at a meeting of the School 
Land Board duly held on the 4th day of May , 2010 , the foregoing 
instrument was presented to and approved by said Board under the 
provisions of Subchapter E, Chapter 52 , of the Natural Resources 
Code , all of which is set forth in the Minules of the Board of 
which I am custodian . 

IN TESTIMO~ WHEREOF, witness my hand this the 
s. ...Juno ...- , 20 10 . 

2/)~ day of 

clnhfj_~~~ 
~y of the School Land Board 

STATE OF TEXAS 

COUNTY OF DALLAS 

This instrument was acknowledged before me on June/5 
2010 , by Mark A. Virant as Attorney-In-fact of EnCana Oil & Gas 
(USA) Inc . , a Delaware corporation on behalf of said corporation . 

Notary Public in and for t he State of Texas 

\''""''' .;-~~~~-·-~~:;;-<:. DEBRA A MITCHELL 
r:~;'"1 Notary Public. State of Texas 
~~;.~.:~: My CommiSSIOn Exp1res 
'-,,:f.{.~.i.~~.~~<" October 0 7. 20 13 
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STATE OF COLORADO 

COUNTY OF Df:::NV SR. 

This instrument was acknowledged before me on ::fu.ne; \]
1 

1<J I 0 
2010 , by Be:-c-rt A. P6NNI N6ThN as 

B'i.-U.Jt-hve; V I.Ce, Prt?ldtn± of Petrogulf Corporation , a 

corporation . 

NICOLE A SPROVERI 
Notary Public 

State of Colorado 

My Commission expl rc~t JurH~ 19, 201 2 

corporation on behalf of said 

the State of Colorado 

1 0 



STATE OF TEXAS § 
§ 

COUNTY OF ROBERTSON § 

POOLING DECLARATION 
ADAMS-STATE UNIT 

~wted for r }In' 1n: 
Robertson Count~ 

on: Mo~ 27o2010 nt 02:SSP 
e~, Ccrol Bon croft 

KNOW ALL MEN BY THESE PRESENTS: 

Whereas, the undersigned, hereinafter referred to as "Lessee•, are the owners and holders of 
oil, gas and mineral leases or have the current legal right to exercise the pooling provisions of such 
leases hereby create a unit comprised of lands described on the plat attached hereto as Exhibit ·c·. 
That, by virtue of the authority conferred by the terms of such oil, gas and mineral leases which are 
more particularly described on Exhibit "A" attached hereto, and incorporated herein by reference for 
all purposes (collectively referred to herein as the "Leases"), Lessee hereby pools, unitizes and 
combines all or a portion of the lands covered thereby with other land or lands, lease or leases to 
form a pooled unit for the proper and orderly development and operation of the premises, as required 
under the rules and regulations of the Texas Railroad Commission, or other governmental authority 
having jurisdiction over same; 

Now, therefore, in consideration of the premises, Lessee hereby pools, unitizes and combines 
the leases, lands and interests, including renewals, extensions, ratifications and amendments 
thereof, to form a unit as outlined on the plat, attached hereto as Exhibit ·c· (the "Unit"). 

1) Description of Unit. Production from the Unit shall be allocated proportionately 
among all of the tracts being described on Exhibit •s· attached hereto, within the Unit 
in the proportion which the number of surface acres in each such tract bears to the 
total number of surface acres in the Unit. If at any time any tract of land or interest 
within the Unit is not properly pooled or unitized hereby, or is not otherwise committed 
to the Unit, such fact shall not affect, terminate, impair or otherwise invalidate the Unit 
as to any interest properly pooled or unitized hereby or otherwise. 

2) Unit Name. The pooled unit created hereby shall be known as the EnCana Oil & Gas 
(USA) Inc. Adams-State Unit containing 704.00 acres, more or less. 

3) Additional Interests Included. In the event the undersigned own any leasehold 
interest or mineral and/or royalty interest other than those specifically described or 
referred to herein covering the lands within the Unit area, including any unleased 
mineral interest in lands inside the Unit area, or any interest for which ratification of 
the pooled unit created hereby is necessary, said interest or interests are hereby 
pooled and combined into said pooled unit as hereby declared, without the necessity 
of specifically enumerating such interest or interests and the specific lands which they 
cover or in which they are held. 

4) Right to Amend. The undersigned hereby expressly reserve the right, from time to 
time, to amend this Pooling Declaration, and the respective terms and provisions 
hereof, and to change the size and area of, and interest covered by the pooled unit 
described herein, including, without limitation, the power (i) to chang~. reduce, 
enlarge or extend the size or configuration of the Unit area; (ii) to include any other 
formation or formations and any other mineral or minerals therein, thereunder or 
produced therefrom, all in accordance with the terms and provisions of the Leases; 
(iii) to include in the pooled unit described herein or any amendments hereto, oil, gas 
and mineral leases, or interests in the lands described therein, covering interest in the 
Unit area, which are secured or obtained subsequent to the date hereof, or prior to 
the date hereof and not included and described herein, and Ov) to include in the 
pooled unit described herein or in any amendments hereto, full or undivided interests 
in the Unit area which are not otherwise included herein by the respective owner of 
such full or undivided interests. Any such amendment may be executed by the 
Operator of the Unit on behalf of the undersigned, provided that such amendment will 
not change the interests of the owners in the Unit. 

5) Dissolution of Unit. The unit formed hereby may be dissolved by EnCana Oil & Gas 
(USA) Inc. at any time by an instrument filed for record in Robertson County, Texas, 
for failure to establish Unit production, or after cessation of operations upon the 
pooled unit. The Unit hereby created shall remain in force as long as the pooled 
minerals are being produced from the Unit, or so long as the leases covering the Unit 
are maintained in force and effect by payment or tender of shut-in royalties, or by 
other means, in accordance with the terms of said leases. 
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6) Multiple Originals. This instrument may be executed in any number of counterparts, 
each which shall have the same force and effect as an original instrument executed 
by all of the undersigned parties, regardless of whether such counterpart is executed 
subsequent to the date hereof or the filing of record of a counterpart hereof. Further, 
this instrument may be ratified by the undersigned or by other parties by separate 
instruments in writing, referring to this instrument. This Pooling Declaration, and each 
counterpart or ratification hereof, shall be binding upon each party who executes the 
same, without regard to whether any other party owning an interest in the Leases or 
Unit area may have executed this instrument, or a counterpart or ratification hereof. 

IN WITNESS WHEREOF, this Pooling Declaration is executed on this~ day of May, 2010. 

ENCANA OIL & GAS (USA) NC. 

ACKNOWLEDGEMENT 

State of Texas § 
County of Dallas § 

This instrument was acknowledged before me on the~ day of May, 2010, by Marl< A Virant, 
Attorney-In-Fact for EnCana Oil & Gas (USA) Inc., a Delaware corporation, on behalf of said 
corporation. 

Notary Public, State of Texas 
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NAVASOTA RESOURCES LTD., LLP 
By Alta Mesa GP, LLC, its sole general partner 

By: ;CJUjjJ_(L 
F. David Murrell. Vice President­
Land and Business Development 

ACKNOWLEDGEMENT 

State of Texas § 
County of Harris § 

This instrument was acknowledged before me on the 1 -{ +h .. day of May, 2010, by F. David Murrell 
as Vice President - Land and Business Development for Alta Mesa GP. LLC, the sole general 
partner of Navasota Resources, Ltd., LLP, a Texas limited liability partnership, acting as such 
general partner on behalf of such limited liability partnership. 

i,<Jf.~Y ~ Jtfllty Ravmon<! Fulk 
, ;:1~\z. MyComml11lon Expires 

~ .~~ ~/1<1/2013 
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ACKNOWLEDGEMENT 

State of Colorado § 
County of Dfmtec § 

NICOLE A SPROVERI 
Notary Public 

State of Colorado 

MyCommlu lon Explree June 19. 2012 

of May, 2010, by 
for 

. . 
li'HLalY.ofi .SP®JA c/?...U 
Notary Public. State of Colorado 

Do• Bk Vo1 P!l 
:::> 111112239 OR 111 16 239 

4 of7 



EXHIBIT A 
Attached to and made a part of that certain Pooling Declaration executed May 5, 2010, designating 

the Adams-State Unit 

ECA File#: 

Date: 

Lessor: 

Lessee: 

Recorded: 

ECA File#: 

Date: 

Lessor: 

Lessee: 

Recorded: 

ECA File#: 

Date: 

Lessor: 

Lessee: 

Recorded: 

875983.106 

05/11/2004 

Diana Clark Kimble, et al 

First Source Texas, Inc. 

Memorandum, V899/P532, Robertson County, Texas 

878460.000 

05/11 /2004 

Edward I. Adams and wife, Bobbie J . Adams 

First Source Texas, Inc. 

Memorandum, V899/P542, Robertson County, Texas 

07/14/2009 

State of Texas, M-110304 

Petrogulf Corporation 

V1 088/P516, Robertson County, Texas 
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EXHIBIT B 
Attached to and made a part of that certain Pooling Declaration executed May 5, 2010, designating 

the Adams-State Unit 

ADAMS-STATE UNIT DESCRIPTION 

BEING a called 704.00 unit situated in the J.M. Viesca survey, A-46 in Robertson 
County, Texas and the J.M. Viesca survey, A-30 in Leon county, Texas, and being all of 
lot 14 called 140.70 acres, lot 15 called 140.30 acres. lot 16 called 140.30 acres and 
being 126.2 acres out of called 144.20 acre lot 17, and being the east 62.8 acres out of 
called 150 acre lot 11 , and being the east 78.7 acres out of called 159 acre lot 12 all 
being part of Mitchell Lake Ranch sub-division plat being described in Volume 1, 
Page47, and being all of a called 15 acre lease described as Oil and Gas lease No. M-
11 0304 with the state of Texas, said unit to be more particularly described as follows; 

BEGINNING at the most westerly corner of said lot 15; 

THENCE northeasterly with northwest line of said lots 15, 16, and 17 to a corner 
of said lot 17; 

THENCE southeasterly with a northeast line of said lot 17; 

THENCE northeasterly with a northwest line of said lot 17 to a point; 

THENCE southeasterly over and across said lot 17 to a point in west line of said 
15 acre lease leaving 126.2 acres out of said lot 17; 

THENCE with west line of said 15 acres northeasterly to a point described as the 
upstream end of said lease in M-110304; 

THENCE continuing along north and east side of said 15 acre lease southerly to 
a point in the downstream end of said 15 acres being in the north line of the S.A. & M.G. 
RR Co. survey, A-838 of Leon County, Texas; 

THENCE northerly along west side of 15 acre lease to the southeast corner of 
said lot 12; 

THENCE southwesterly with the southeast line of said lot 12 to a point in the 
southeast line of same from which a line projected northwesterly being perpendicular to 
the southeast line over and across said lot 121eaving the east 78.7 acres of same; 

THENCE northwesterly over and across said lot 12 and lot 11 to a point in the 
northwest line of same containing the east 62.8 acres out of lot 11 ; 

THENCE northeasterly with the northwest line of said lot 11 and lot 14 to a 
common corner of lots 14 and 15 being in the southwest line of said lot 15; 

THENCE northwesterly with the southwest line of said lot 15 back to the place of 
beginning contains a called 704.00 acres of land. 

V ol F"9 
1106 241. 
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EXHIBITC 
Attached to and made a part of that certain Pooling Declaration executed May 5, 2010, designating 

the Adams-State Unit 
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ENCANA OIL & GAS (USA) INC. 
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PETR <D GULF 
CORPORATION 

June 30, 2010 

COMMISSIONER OF THE GENERAL LAND OFFICE 
STATE OF TEXAS 
PO Box 12873 
Austin , TX 78711-2873 

Gentlemen: 

Enclosed for your files are certified copies of State of Texas Lease 
M- 110304 which is located in Rober t son and Leon Counties . Also enclosed 
is our check in the amount of $50 . 00 to cover your required filing fees. 

Very truly yours, 

PETROGULF CORPORATION 

LOUISE ROSEWELL 
Asst . Land Manager 

Enc . 

518 Seventeenth Street • Suite 1525 • Denver, Colorado 80202 
Telephone: (303) 893-5400 • Fax: (303) 893-0519 • info@petrogulf.com 



PeTROGU~F CORPORATION 

2 Houston Ctr • 909 Fann1n. SUite 3820 • Houston, TX 77010 • (303) 893-5400 CHECK NO. 214056 
' 

Reference Inv date Invoice No . Invoice Amt Pr ior Pmt Dis count Amount Paid 

1 00 6- AP - 6 06 / 03/10 CHKREQ06031 
0 

50.00 0 . 00 
10709191 

50 . 00 

FILING FEE FOR CERTIFIED COPY OF LEASE M-11 0304 : ROBERTSON & LEON 
COUNTIES 

•••• • • •••• 
• •••••• • • 

• 
• •• • • • •••• 

• 
•• • • • • •• 

Vendor 

2324 COMMISSIONER OF THE GENERAL 06 / 09 / 10 

/dj 
__ \/_ ________ _ 

K.. 50 . 00 

Ck date 
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J.ase Po,.. 
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~usttn, ~exas 

OIL AND GAS LEASE 
NO. M-llOJtW 

AccePted for filin! iR : 
~erhoa touah 

on: HoY 0212009 at 10:03A 
B,, Corol Bon croft 

• • • Wlfl.RUS, p1nu.ant to the Texas Nannl R~un:cs Code Cb.lpecrs 32, 3J, S I, and Chapler 52, Subchzplcrs A·D and H. (said Code bein& bcftinaflcr rcfcmd to u N.R.C.), and subj~ to all 

• 

Nics aod rcJII)allcou promulpled by the Ccmmisaioner or the General Land Office and/or the School Land Doatd pun\Wllthucto, and all other appli<.&ble staMallld &III<8Cimcnu 10 S&ld 
N.R.C., cbe followu., araa, to-wit: 

TRACT S.D OF THE NAVASOTA RIVER, ROBERTSON CO\JNTY, TEXAS, CONTAINING APPROXJMATELY 15 ACRES; TRACT S.D IS BOUND ON ITS U'I'S"n!AM 
:• • END BY A LINE BURJNG GRID N 30"01' WAND PASSING TlfR.OUGH A POINTHAVJNG COORDINATESOFX•J,l71~ FEET AND Y-528,t5t nlT, Tt.XASSfATE 
• • • • PLANE COORDINATE SYSTEM, CENTRAL ZONE, NAD 1917, AND IS BOUND ON ITS DOWNSTREAM END BY A SOU11JWEST£RL Y EXTENSION OF 11lE 

NORTHWEST LIN£ OP THE S.A. & M.G. RY. CO. SURVEY, A·lll8, LEON COUNTY (TRACT IS SUBJECT TO 1111~ SMALL BILL). 

was, after beins duly ~rtised, offered fer lease oo 14" day of Jwy, 1009, at 10:00 o'clock a.m., by the CommisJjoner of the Ga>eraJ Land Office of the Selle ofTexu aod die Sd>ool Land 
Board of the State ofTexas. foe tho sole and Oftly purpose of prospecti.og and drilling for, and producina oil aodloc cas thllt may be found aod pfod~ ft-ocn tho above dcscribcd .rea; aod 

WHEREAS, after all bids aod ~ttancc~ which were received up to sald time haw been duly considered by the Commissioner of the Ocncral Land Ofticc and tho School Land Boa"d II a 
regular -in& thereof in 1M General Land Office. on the 14• day or July, 1009, hereinafter the " dfccdn date" and it was fO\md and determined that PtTROGULF CORPORATION 
wbosc address is 518 lillf SfREET, SUITE ISlS, Dl!NVER, COLORADO 10101.-4114, bad offered the hi&hest and best bid for a lease of the aru above descnbcd and is, therefore, 
entitled to recoiw a lease thereon: 

NOW, THEREFORE, I, Jerry E. Pllt~n, Convnissloncr of the General Land Office of the State of Texas, hereinafter somettmcs referred to as •Lessor," whose address is Austin, Texas, by 
virtue of the authority vested in me and in cocuidcnrion of the payment by the hereinafter designated Lc~. the""" of l'lll r1y-Ei&~l n ousand Three Hued~ Twenly·l'tve And 00/100 
Dollars ($33,315.00), rccetpl of wh1ch u hereby aclmowledged and of the royalties, cova>ants, lttpulttiOns and condJtions contained and hereby agned to be pald. observed aod perfOI'Imd by 
Leuoe, do hereby demise, erant, lusc and lei unto the above mentioned bidder the cxclusiw ri&ht to prospect for, produce and take oil and/or g.u from the aforesaid area upoo the foDowing 
tcrm.s and conditions, to-wit. 

I. RESERVATION. There is hereby exccplcd and rcscrvcd 10 Lcl$0( tho full use of the propeny coYCred hereby aod all riahts wilh respect to the mace and subsurface tbenoffor aoy and 
all purpoSC$ except those sranted and to the ex:tcot berciD granted to Lessee, together wilh the ri&hts of iDifess and egress and usc of said lands by Lessor and its mineral less~s. fOI" pwposcs of 
exploring for and produeing the m1nerals which arc not covered. or which may 001 be covue<l in the fUture, under the terms of this lease. but wlucb may be located within the lllffaee ~ 
of the lease<! area. All of tho riahts tn aod to tho leased pfemises retained by leSSOf and all of tho rights in and to the leased premises gr.uned to Lessee hcnin shall be exa-cised in such a manner 
that neither shall unduly interfere with the operations of the other. 

1. TERM: Subject to the Olhcr provuioos bcnof, tluJ lease shall be for a term of three (J) )Un from tho dfcaive date hereof (herein called •primary term") and as lona tbcrcafter as oil or 
ps is pfoduced in ~ quantities from said area. 

J. DELAY RENTALS: If no well be~ on the land hereby lc:a.sed on or befcn the annlvenary date of this lease. this lease shall terminate as lo both parties I.Wik>ss the Lessee on or 
before said datelhall pay or teodcr to tho Commissioner of the Gcocnl Land Office of the Stale ofTcxu 11 Austin, Texas, the sum ofl'lvt Dollars (S5.00). ~r acre, wlucb sl!.all opcniC u 
r.-al Del ooYc:r the privileac of deferring the CQrllni(:DCC1IIcol of a well for twelve (12) months from said date. In like manner aod upon like payments or tcndcn the co-of a well moy 
be ~deferred few lilcc pcriodJ of the same aumbcr of m<lftth.s sw:<:essivdy durioa the primll)' term hcre>of. 

4. PRODUCTION ROYAL TIES: Subject to the provisions for royalty reductiON sci out in subpan8flph (E) oftlus parasrapb 4, upon production of oil and/or cu. the l..cacc acr-to pe:y 
or cause to be paid to the Convniss1oner oftbe Gcaenl Land Office in Austin, Texas, for the use and benefit of the State of Texas. durioi the term hereof: 

(A) OIL: As a royalty on oil, which iJ defined as including all hydrocarbons produocd in eliquid form a1 the mouth of the well and also all condensate, distJ11ate, and 01bcr liqwd 
hydrocarbons TCCOYa'td from oil or ps run throulfl a separator oc Olher equipment, as hcretnafter provided. 1/4 pan of the aross producllon Of" the marl<et value thereof, at the option oftbc 
Lessoc, such value to be dettnnintd by I) the bi,hc.st posted price, plus premium, if any, offered or paid for oil, condensate, distillale, or othct liquid hy~. rcapcetively, or a like type and 
gravity in the &ellcral area wt...-e produced and when run, or 2) the llisbest market price thereof offered or paid in the aencral area where produced and whaii"UII, or 3) the pliSS proceeds oflhe 
sale thcre>of, whicbevcr is the arcata. Lc:ssec ~that before any ps Jl(oduced from the land hereby lcalCd is sold. U>cd or proceucd in a plant. it will be run IJce of cost to Lessor through m 
adcquate oil and gas ~or of convenuonal type or Olher cquipmeot :ulu.st u effie!Cnlto the end thai aU hqwd bydrocarbom recovcnblc from the ps by such means will be recovered. Upon 
written consent ofLcssoc. the requirement thai such &u be run throuch such 1 separator or Olher equipment may be waived upon such tcmu and eondirions u prcscn"be<l by lcs$oc 

(B) NON· PROCESSED GAS As a royalty on any ps (inc:ludi.oa flared ps), which is defined u all hydrocarbons and pseous substances not deftned u oil in su~ (A) above, 
produce.d from any wdl on said land (cxcq~C u provided bercin wltb rcsp«t tops pfocesscd in a plant for tho cxtractioo of guolioc, liquid hydroc:arboN or ocher products) 114 1*1 of the cross 
production or the market value thereof, at the option of the Lessor, such value to be based on the highe>t nwl<el price paid or offered foe ps of cornpanble quality in the &ft«<ll ora where 
produced and wben I"UII, or the IJOSS priee paid Of" offered to the JlfcdJcao, whichever is lfcaltr provided thai the awcimum presswc base in mea.surins tho ps under this lease eoncract shall nocat 
.,Y rime exceed 14.6S pounds per square ind> absolute, aod the sll.llda.rd base temperature shall be aixty (60) de8fees Fahrenheit, COIT"'ion to be made for pressure accocdinato Boyle's Law, 
and for specific gravity accordina to test made by the Balance Method oc by the most approv.:d method of tc.stin& bein& used by the indwtty aJ the time of tcstina 
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(C) PROCESSED GAS: A5 a royalty on any gal processed in a gasoline planl or other plant for lhe recovery of gasoline or olher liquid hydrocarbons, .lli part oflhc residue ps aod lhe 
liquid hydrocarbons extnlcled or lhe markel value !hereof, al lhe option of lhe Lessor. All royalties due herein shall be based on one hundred percenl (100"/.) of lhe 1o1al pl1111 produdion of 
residue ps anribulable 10 ga.s produced &om !IUs lu.se, and on fifty percent (50¥o) or lhal percent accruing 10 Les.see, whichcv..- is the gT<aler, of lhe total plant production of liquid 
hydrocarbons, annbutable 10 lhe gas produced from llus lease; provided !hal if liquid hydrocarbons are recovered from ga.s processed in a pl111t in which Lcw.e (or ill pareD!, subsidiary or 
affilialc) owns an inleml, lhcn lhe percenlllge applicable 10 liquid hydrocarbons shall be fifty percem (SO%) or lhe highest percent accruing 10 a lhird party processina aa.s throuih such planl 
under a processing agreemenl ne&olialed a1 arms' lcnglh (or iflhere is no such lhird party, u,., highcs1 perccnl then being specified in processing agrecmeau or conlracts in lhe industry), whichever 
is lhc grealcr. The respec1ive royalt ies on residue g;lS Uld on liquid hydrocllbons shall be dclcrmined by I) the highest markel price paid or offered for any gas (or liquid hydrocarbons) of 
comparable qua.hty m the general area or 2) the gross price paid or off=d for such residue gas (or the weighted average gros.s selling price for the respective gra~ of liquid bydroeatbons). 
whichever is the greater. In no event, however, shall 1he royalties payable under this pangnph be leu th111 the royalties which would have been due had the gal 1101 been processed 

(D) OTHER PRODUCTS: A3 a royalty on carbon black, sulphur or any other prodw:ts produced or manufactured from ga.s (excepting liquid hydrocarbons) wbelhcr said gas be 
"casinghead," "dry" or any other gas, by fractionating, burning or any other proce.s.sing. .lli pat1 of gros.s production of such products, or lhe market value thereof. at the option of Lessor, such 
market value to be determmed BS follows: 

(I) On lhe basis of the highcSl marlcet price of uch prodUCI. during u,., same month in which such product is produced, or 
(2) On the basis of the average groM sale price of each product for the same monlh in which such products are produced; whichever iJ the greater . 

(E) VARIABLE ROYALTY: (i) Subject co the olher provisions of this lease, it iJ hereby provided thai in lhe event production in paying quantities is cslablished pursuant to the terms of 
this lease Uld such production is broughl on line and sales thereof are commenced within twelve ( 12) months of the ef!'eetive date hereof, the royalty rate provided bcrc1n shall be reduced to 20"/., 
and shall apply to each subsequent well drilled and produced on the land cov..-ed by this lease. Provided that, if during such rwelve ( 12) monlh term during which Lessee may cam a reduced 
royalty ralc of 200.4 as herein provided. Lessee should drill in good failh and complete the fttSt wella.s a dry hole on the land covered by this lease, Lessee may receive a tbtee (3) monlh exteosioo 
of lhc term m which to earn a reduced royalty rale by giving ootice to lhe Commissioner of the General LUid Office. commcncint drilling operations on on additiolllll well prior to the expiration of 
such three (3) rnonlh period and prosecuting diligently and in good failh lhe drilling of such addrtiooal well and completing same so that production in paying quantities is established and so thai 
such production i• brought on line and sales 1hueof are commenced prior to the expiration of such three (3) month extension period. 

( ii) In the event production in paying quantities is established pursuanl to the terms c.fthls lease and such production is brought on tine and sales thereof arc cornmeaced after lhe expiration 
of twelve (12) months from 1he effective date hereof but prior to lhe expirauon of twenty-four (24) monlhs from lhe effective date hereof, the royalty rate provided herein shall be reduced co 
12.5% and shall apply to each subsequent well dnlled and produced on lhe land covered by 1his lease. Provided that, if during such twelve ( 12) monlh term during which Lessee may earn a 
reduced royalty rate of 22.5% as herein provided, Lessee should drill in cood faith and complete the fttSt wella.s a dry hole on the land covered by this lease, Lessee may receive • three (3) month 
extension of the term in which to cam a reduced royalty r11te by giving notice lo the Commissioner of the General Land Office, cocnrmncing drilling Optnltion.s on an additional w~ll prior to lhe 
expttation of such tbtee (3) month period and proseculing diligently and in good faith the drilling of such additional well and complctina same so that production in paying quantities is eSiablisbed 
and so that such production is brought on line unci sales thereof Rrc eo~ccd prior to the expiration of such tluee (3} monlh extcn.sion period. 

(f) NO DEDUCTIONS: Lessee agrees that all royalties accruinc to Lessor under this le.ue shall be without deduction fD<" the cost of producin1.. transporting, and otherwise malcin& lhe 
oil, gas and other products produced hereund..- ready for sale or use. 

(G) ROYALTY IN KIND: Norwithstanding anytlung contained herein to the COiltnuy, Lessor may, at its option, upon not less than 60 days DOtice to Lessee, require at any time or from 
time to time that payrrlCnt of all or any royalties accruing to !..user under 11\is lea.se be made in kind witbool deduction for lhe con of producing, galherin&. storing, separating. treating, 
dehydrating, compressing, processing, transpor1in& and otherwise making the oil, &a.s and other producu produced hereunder ready for sale or usc. Lessor's right to take its royalty in kind shall 
1101 diminish or nega1e Lessor's rights or Lcssee·s obligation.s, whether express or implied, under lhis lea.se. 

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable oa any gas a.s may represent this lease's proportionate share of IIJIY fuel used 10 process gas produced hereunder 
in any processing plant. Nolwithstanding anything contained herein to the contrary, and subject to the con.sent in writing of the Commissioner of lhe Gencnll.and Office, Lessee may recycle ps 
for gas lift purposes on lhe leased preauses after lhe liquid bydrocarbon.s contained in the gas have been removed. and no royalties shall be payable on the ga.s so recycled until such time a.s lhe 
same may thcrutl..- be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty !hereon under the royalty provisions ofthis lea.se. 

(I) MINIMUM ROYALTY: Owing any year tiler the expiration of the primary term of this lease, if !IUs lease is mamlllined by production, the royalties paid to Lassor in no event sba1J 
be less than an arnO\mt equal to lhe tala! annual delay rental herein provided; otherwise, lhere shall be due and payable on or before the last day of the month succeeding the anniversary date of 
th11 lease a sum equal to the total annu.d rental less the amount of royalties paid during the preceding yc111. 

(J) MARGINAL PRODUCTION ROYAL TV: Upon Lassce·s wrinen application. the School Land Board may reduce the royalty rate SCI out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (l) to extend lhe economic life of th1s lease and encourage recovety of oil or ga.s that might olherwise remain wvccovercd. Any such royalty rcdUC1ion mus1 

confonn to lhe requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutoty minimum. 

S. ROYAL TV PAYMENTS AND REPORTS; All royalties not ukcn in kind shall be paid to the Commissioner oflhe General Land Office at Au.stin, Texu, in the following manner: 
Payment of royalty on production of oil and gas shall be a.s provided in the rules set forth in the Texu Register. Rules c:unently provide that royalty on oil is due and must be rtceived in the 
General Und Office on or before the 5th day of the second monlh sueceedin8 lhe month of produelion. and royally on gal is due and mUS1 be received in the Generu Land Office nn or before the 
I Sth day of the second month sueeeedins the month of production, accompanied by the affidavit of lhe owner, manager or other authorized agent, co~lcted in the fonn and manner prescribed by 
the General Land OffJU and showing the gross arnoun1 Uld disposition of all oil Uld p s produced Uld lhe market value of the oil 111d gas, togclher with a copy of all dQCIIlD\cnts, records or 
repotts confirming the gross production, disposiTion and rrw'<et value includmg gn.s 11\der l".adings, pipeline receipts, gas line receipts and other checks or memoranda of amounl produced and put 
mto popelines, tanlu, or pools and gas lines or gas storage, and any other reports or records which 1hc General Land Offi ce may requile to verify the gross production, disposition and maricer 
value. In all cases lhe authority of a manager or aaent lo act for the Les.see hCJW~ must be flied 111 the General Land Office. Each royalty paymenl •hall be ateeornpanied by 1 check stub, 
schedule, summary or other rttnitunce advice showing by the assigned Get>er111 Land Office lease number the amount of roynlty being paid on eoeh lease. If Lessee~~ his royalty on or before 
thor<y (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $2S.OO, wbicbever Is greater. A royalty payment which is over thirty (30) daya late shall 
acerue a penalty of 100/. of the royalty due or 125.00 wl\ichr:ver is greater. In addition to a penalty, royalties shall accrue interest a1 a rale of I 2% per year; such inlcrest wiU begin IICCfUin& wbea 
the royalty is sixty (60) days ova-due. Affidavits and suppor1ing doewnencs which are 1101 filed. when due shall incur a penalty in an amount set by lhe General Land Office administntive rule 
which is effective on the date when tbe affidavit> or suppottio& docWIIcnts were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by lhe ~ 
dale provided herein. PayrrlCnt of the delinqueflCY penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to posrpone the date on wiUcb royalties were 
orii9nally due. The above penalty provisions shall n01 apply in ea.scs of title dispute as to the Statc"s portion of lhe royalty or to th.c ponion of lhe royalty in dispute as to fair mantt value. 

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall aMually furnish the Commimoner of the Gcncral Land Office with its best pos.sible cstimale of oil and gas 
reserves underlying this lease or allocable co this lease and shall furnish said Commission..- with copies of all contniCts under which gas is sold or proees.scd and all subaoqueat agT<crncnu and 
amcndmcnu to such contracts Within lhirty (30) days after entering mto or malcing such contracts, agreements or amendments. Such contniCts and agreements when received by lhe Gencrall.alld 
Office shall be held in confidence by the Gcncnl Land Office unless olherwise euthoriz.t:d by Lessee. All other contracl.s and records pertaining to the prodlldion, transportation. sale and 
marketing of the otl and gas produced on said premises, inctoding the books aod accounts. receipts ond discbargeo of all wells, tanks, pools, meters, and pipelines shall at all times be subject to 
inspection and examination by the Commissioner of the General Land Office, the Anomey General, lhe Governor, or lhe representative of any of lhem. 

(B) DRILLING RECORDS: Wnncn noucc of oil operations on this lea.se shall be submitted to the Commi.ssioner of the General Land Office by Lessee or operator five (S) cloys before 
spud date, worlcover, re·entry, temporary abandonment or plug and ab111donment of any well or wells. Such wrinen notice to the General Land Office shall include copies of Railroad 

·-

Do c B k 
20094-975 OR 

2 

V o 1 
1 088 

........ . 0 • • ••• • •• • ... . .. - ... . , • •• 

pg 
517 



•••• 
• I • •••• 

• 
• •• • • • ••• 

• 
•• • • • • •• 

.. Doc Bk 
0036H9~ OR 

Vol p, 
1418 33~ 

• Convniuion form$ for applicariou to drill. Copies of wcllresu, completion reports llld pluggins repcxU shall be supplied to the General Land Office 111 the time riley arc filed with the Texas 
IUiJro.d Commission. lcaee shall tupply the General Land Office with Ill)' m:ords, mcmoraoda, ..:counts, reportS, cucrinp ond cores, Of Olhcr iaformati011 relative 10 tile openci011 of tile 
abcM-described pranues, which may be ~ed by the Ga>cnl Land Office, in additiaa ro those beteia expressly provided for. Lcsaee shall bYe ., clecllical tJttd/or radioacti\'ity s..-wy 
made oa the borc-llolc secOon. from the base o( the sutface easin1 to the total dtpdl of wei~ of all wells ckilled 011 the above detcribed premises aDd sball tnnsmit a true copy of the log of eacb 
survey on each wdlto the GenuaiiAnd Office within fifteen (l.S) days after the makin& of said survey. 

(q PENAL TIES: Lessee shall incur a penalty whcncva n:poru, docurncots or other rutcrials arc not flied in the Gcncnl Land Office when due. The penalty for llle filing sllall be set 
by the Gflltral Land Office administrative rule which is cffcc:tive on the cble wl!cn the mlltrials were due in the Oenc:nl Land Office. 

7. RETAINED ACREAGE: Notwillutanding any provision of this lease to the conuwy, after a well producing Of capable of producing oil or gas has been compkred on the kased premises, 
Lcsxe shall curcise the dlhecnce of a rasooably prudent opentOf 01 drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises llld 
in marl<cting the produdion thereon. 

(A) VERTICAL: In the event this lease is in force and effcet two (2) yean after the expiration date of the primary Of rxtcnded term it shall then tcnninate u to all of the leased pr..ru-, 
EXCEPT ( I) 40 acn:a surrounding cacb oil well capable of producin& in paying quamitics llld 320 acres siiiTOIInding each au well capable of producins in peyina quantities (illcludin& a shul-in 
oil or gas well u provided in Pan graph II beteof}, or a well upon which Lessee i1 then engaged in continUOU$ dolling or reworong openrions, or (2) the numbet of acres included in a producing 
pooled unit pursuant to Nll\lral Re.!OI.I'CCS Code Sections .52 I.SI·S2. 1S3. or (3) such greater or lesser number of acres as may then be allocated for production pllfllOSCS to a prontion unit fOf 
each such producin& well under the rules and regulatiO!l$ of the Railroad Commission of Texas, or a.ny succasor agency, or other aovemmental authority Iavin& jurisdiction. Within 90 days of a 
.,.Ualtermination of this lease in accordaoee will! this subpanp-apb llld upon paymene of the minimum filing fee nt by o-at lad Office rules ill efl'oct 11 the time of the partial termination, 
~ shall ho-.c the right to obtain a surface lease for ingRss and ea:rcss 011 and across the terminated portion or the leased premises as may be reasonably necessary for the eonrinucd opention 
of the portions of the lease ~~ in force llld effcet. If Lcsxe fails to apply for a surface lease ~~nthin the 90 day period specified above, Lessee may apply for a sw&ce lease &om the Land 
Office, but the Lind Commissioner lw !be d.iscutton to grant or deny such appliellion and to set the fee fOf such surface lease . 

(ll) IIORIZOI'IT AL: In the even1 this lease is in force and effect two (2) years after tbc expintion date of the primary or extcuded term it &ball tllrt.het terminate as 10 aU dcp!bs below 100 
!oct below the tolal depth drilled (hereinafter "dccpcr depths") iD each well located on acreaae retained ill Pan~ 7 (A) aboYC, unless on or befl)fe two (2) years after the primary or extondcd 
tmn Lcuec peys .., ..-..! equll to ODO-Uif (J/2) of the ~ ori&inally ,.Wd aa CONidenrion fOf 1lW lease (• specified oo .,...: ' I tlc:rcof). lf ~ - Is paid. ~ leMe WI! be iD bQe 

and etl'ed u 10 ruc.lt deeper depch$, and .aid termination shall be dcJayed for an additional period of two (2) years and so long thcrul'lcr u oil Of cas " produced in payim& ~cs from suda 
deeper dcp!bs ~ by dlis lease . 

(q ID£l'ITinCA TION AND PILING: The sun ace acreage retained bereundet as to eacb well shall, as nearly u practical, be in the fOfUI of a squ.re with the weD located iD the CC!ter 
thereof, or such other shape u may be approved by the School Land Board. Within tlurty (30) days after panial termination of dW lease u provided betein, Lcnee shall execute and record a 
release or releases eontairuns a satisfactory lepl description of the acreage and/or depths not rct~ined hereunder. The =ordcd release, or a certified copy of same, shaiJ be filed in the Gcnenl 
Lind Office, accompanied by the filina fcc presaibed by the Gcttcnl Lind Offi~:e rules in effcet on the date the release is tiled. If Lcuee f&J1s Of muse. 10 exCCUie and RCO<druc:b release Of 
releues ~~nlhin ninecy (90) days after beia& requested to do so by the <Xnc:nl Land Office, then the Commissioner Ill his sole disacdoo may dc:sipaiO by written instrumellt the acreage and/or 
depths to be rekased hereunder and reconl such in.strumcnt at Lessee's expense in the county or COIIIIties wbete the lease is locared llld iD the official recorda of the Oa>cnl Lllld Office and NCb 
dcsigNtion shaiJ be binding upon Lessee fOf all purposes. If at my time after the efl'edi-.c date of the partial termination provisions hereof. the applicable llcld rules are thanp! or the well or 
wells located thcrcan are R>Ciauified 10 thai len acreage is thcf'eaftcr alklelted to said well or wells for production purposes, this lease Jball thereupon tmninalc as to all acreage DOC thereafter 
allocated to said well or wells for production purposes. 

a. OFFSET WELLS: If oil andlor gu should be produced in commercial quanriries from a well located on land privately owned or on State land leased et a lesser royalty, which well is 
within one thousalld (1 ,000) feet of the .u included herein, Of which weU it dninin1 the area coYCf'cd by this lease, the Lcsscc &hall, wilhin aixry (60) days aftcr such illitial production from the 
drainina well or the well located within one thousand (1,000) feet &o.n the ana coYCf'cd by this lease begin in good faith and prosccule dilisently the drilling of an offset well oa the area coYCf'cd 
by this leuc, IDd such offict well shall be dri.IJcd to such depth as may be neccasary to prevcnc the undue: dninaac of the area coveted by this lease, llld the Lessee, manages 01 ~ller shall usc aU 
rnatiS neceuary ill a good faith effort to make such offact well produce oila.ndlor cas in commercial quantities. Only upon the determination of the Commissioner and with his written a~. 
may tbc payment of a compcnSIIory royalty satiny the obligadoo to drill an offset wdl or wells required under this Pangnph. 

t. DRY HOLFJCt:SSATION OF PRODUcriON DURJNG PRIMARY Tf.RM: If, during the primary term ~eof and prior to discoY'Cf)' and production of oil or ps on said lind, 
Lessee should dn1l a dry bole or holes u...-, or if dunn a the prilnary term hereof and after tbc discovay and actual production ol oil or gas from the leased premises such pr-oOOction thereof 
should eca.se li'Ofn any cause. tbls lease sball not terminarc if on or before the cxpinbon of sixty (60) days from date of oomplction of said dry hole Of ~ntion of production Lcsscc commences 
addilional dnULII& Of rcworkillg operations thet'COII, or pays Of tenders the ncxl annual delay ~ntil in the same IIWIDCT as provided in this lease. If, dunn& tbc last year of the pnmary term or 
within SIXty (60) days prior thereto, a dry bole be completed and ab&Ddoncd, Of the production of oil Of cas should cease for -.y cause, Lessee's risbts shaiJ remain iD full force aod effect witboolt 
funber openbOns IIDtil the cxpiretioo of the primary term; and if Lcsscc lw not rcstmed production in payins quaruities at the expiation of the primary term. l...eSI« may ma.inbin this lease by 
~8 additional drilling Of reworitinc operation.s puniWII to Pvagnpb I 0, usiA& the expiration of the pritnary tenn u the date of cessation or production under Pananph I 0. Should tbe 
first well or any subscqucnl weU drilled on the above dewibed land be completed u a shot-in oil or gas well Within the primary term hcnof, lcaee may resume payment of the 1Mual renb1 in 
the same maMer 111 provided herein oo or before the rental parin3 cblc followina the cxpinuon of sixty (60) days fr= the date of completion of such shut-in oil or gas well aDd upon the fll1LR 
to make such pa)'!ftent, tlus lease shall ipso fac:~o terminate. If 11 the cxpinrion of the primary term or any time thereafter a sbUI-ia oil Of cas well is located on the leased premiJes payments may 
be made in accordMce with the shut·in provisions hereof. 

10. CESSATION, DRILI,.ING, AN.D REWORKI~G: If, after the expinrion of the primary term, proWction of oil or ps from the leased prembca, after oDCO obtaiaod, sllould cease &om 
-.y -· this Jcaoe ahai!IIO! ~crminala.jf Lcsscc: eomsno.ca .clditional drilling Of reworkq opefllioos within &ixry {60) days 111\et 'IUch ccssalion, -.d this le&le shall ,_;, ill full for'tc aDd 
ofl'oct for so lone u such opentions continue in good faith and in woriananlilce mannu without interruptions totalins more than aixty (60) days. If oudl ikilliD& or ~ oponliona reau1t ill 
the productlon ol oil or cas. the lease shall remain iD fuU force aod effect for so Jon& u 011 or gas is ~ from the leued prcmiJCs in payina qualities Of parn-t o/ ... -111 oil or ps well 
royaltieJ or pa)'lllCIIC of COI'I1f"'"'llory royalties is made u provided herein or u provided by law. If the drilifta or rcworlcing oponriou result in the eotnplotioo of a well as a ~ bole, the lease 
will not terminate if the Lcs.sce eornmcnccs additional drillina Of rcworlcing operations within sixty (60) days after the completion of the well as a dry bole, and this lease ahall remain ill cffcet so 
long as Lc11ee continues drillina or rcworlciog opc:ntions in sood faith and in a worbnanlil<e manner without interruptions totaliD& more than sixty (60) days. Lessee .Jball give written notice to 
tile, General Land Office within thirty (30) days of any cessation of production. 

II. SHUT.JN ROYALTIES: for pwposes of this pu.grapb, ·wcu• means Ill)' well that lw been assipd a well number by the state agency havinc jwisdictioo o-~ produdioo of oil 
and gas. If at Ill)' hnlc after the expiration of the primwy tCI'III of a 1case that, until beina shut in. was bcioa maiDID>cd in force ISld effect, a well capable or proc!uciDa oil or au in paymg 
quantitia is located oo tho kascd premises, but oil or gas is Dot being produced for laclc of suitable production facilitie$ or lack of a suitible nwlcct, then Lessee may pay as a sbut·in oil or gas 
royalty anli!IOUD1 equal to double the IUlllllall"CClUU provided iD the lcase, but oot less thaD $1,200 a year for each well capable of producing oil or gas in payiDc quantities. To be cffcdive, cacll 
initial shut-in oil or ps royalty mUll be paid oo or before: (I) !be expiration of tbc pnmary tenn, (2) 60 days alter the Lessee ccucs to produce oil Of ps from the leased prmixs, or (3) 60 day3 
after Lcsscc: completes a drilliDa or rewor\ong opcnotion in acconlaocc with the lease provisions; w!tlcbever dlle ia latest. If the sbul·in oil or ps roy.alfy is pmd, the 1.- sball be coruiclercd to 
be a producing lease aDd !be ~ymCIII abaiJ extend the tenn of !be lease for • period of one year from the cod of the primary tmn, or &om the first day o( the 1110ntb followinc the month in wbod! 
producuoo ceased, aDd. alter !b-. if oo suitable production facl1ilica or JUillblc m.w\d for the oil or gas~ Lcs.sce may exteod the lcase for four mono succcssi\le periods of one (I) year by 
payma the same llliiOUDt each year on Of befOfC the expitarioo of each shut-in year. 

ll. COMPENSATORY ROYAL TIES: If. durin& the period the lease is kepi in cffec~ by payment of the sbur-in oil or cas royally, oil or gas is sold Md delivered in payin1 quantities &om a 
well located wilhin oae thousand ( 1,000) feet of the leased praniscs and completed iD !be same producina rtSCT\'Oir, or in any case in which dninage is OCQll'\'ina, the riallt to oontiJiuc to maintain 
the lease by paymg tbe shut-in oil Of au royalty shall cease, but the lease shall remain d'feetivc for tbe remainder of the year fOf which the royalty has been pald. Tbc t.cs- may maintain the 
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lease for four more successive years by Lessee paying compensatory royally a1 the royally rate provided in the le~ of the market val.ue of productioo from the well causing the drainage or which 
•s completed m th<: """"'produeiog reservoir and withiu on<: tbowand (1,000) feet of the leased premises. The compensatory royally is to be paid monthly to the Commissioner bea:innin& 011 or 
before the last day of the month following the month in which the oil or gas is produced from th<: well causing the drainage or !hal is completed in the same producing rest<VOir and located willlin 
one thousand (1,000) feet of the leased pn:misc:s; if the compensatory royally paid in any 12-month period ism an amount less than lhc lllllual shut-in oil or gas royal.ty,l..essec shall pay an 
amount equal to the diffen:nce within thiny (30) days from the end of the 12-month period; and none of these provisions will n:lieve Le.ssee of Lbe obliplion Q( reasonable developmet\l nor tbc 
obligation to drill olfset wells as provided in N.R.C. Section 52.034; however, at the determination of lhc Commissioner, Md with the Commissioner's wrinen approval, the paymtnl of 
compen»lory royalties shall satisfy the obliption to drill offset wells. Compensatory royalty payments which an: not timely paid will accrue penally and interest in a<:cordllllCC with Parapapb 5 
of this lease. t 

IJ. EXTENSIONS: If, at lhe expiration of the primary term of this lease, production of oil or aas has oot been obtained on tbc leased premises but drilling operations are being condue1ed 
thereon in good failh and in a good and woriatlanlike manner, Lessee may, on or before the cxpiratioo of the primary term, file in the General Land Office wrinen appliCMion to tbc Commissioner 
of the G<:neral Land Office for a thirty (30) day extension of this lease, accompanied by payment ofTbrc:c ThousaDd Dollars ($3,000.00) if this lca.se covers six bundled fori)' (640) acres or los 
and Six Thous!Uld Dollan (S6,000.00) if this lease cove<J more than six hundred forty (640) acn:s and the Commissioner shall, in wnting. exteod this lease for a thirty (30) day period from IUld 
after the expiration of the primary term and so locg thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling opcntions are beinc 
conducted make lilce application and payment Wring any thirty (30) day extended period for an additional extensjon of thlr!y (30) days and, upon receipl of such application and paymen~ tbc 
Commissioner sbal.l, iD writing. again extend lhi$ lea.~e so that same 5hall remain in force for such additional tbiny (30) day period and so long therufter as oil or gas is produced in paymg 
quanti tic$·, provided. however, that this lease shall not be extended for more !han a total of three hoodred nine!)' (390) days from and after tbc expiration of the primary tcnn unless production in 
paying quantities has been obtained. 

r.. USE OF WATER; SURFACE: Lc$see shall have tbc right to usc water produced on said land necessary for opcntions hereunder and solely upon the leased premises; provided, 
however, Lc$see shall noc use pocable water or water suitable for livestoclc or inigation purposes for water nood opentioru without the prior wrinen consent of Lessor. Subject 10 it$ obliption to 
pay surface damages, l...c.$$ee shall have the right to- so mueh of the surface of the land that may be n:asonably necessary for dn11ing and operating wells and b"liiSpOfting and mariccting the 
production therefrom, such use to be condue1ed under conditions of lea.~t injwy to the surface of the land Le.ssee shall pay surface damages in an amount set by tbe G<:ncral Land Office fee 
schedule which is cffcCiivc on the date when the activity requiring the payment of surface damages occurs. 

IS. POLLllTION: In developing this area, Lessee shall use the highest dcgn:e of can: and all proper safeguards to pn:venl pollution. Without limiting tbc foregoiog, pOllution of coastal 
wetlands, natural waterways, rivers Bnd impounded water shall b<: prevented by the use of containment facilities sufficrent lo prevent spillage, seepage or ground water contiUTUJiaUon. In the event 
of pollution. Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shllll b<: responsible for all damage to public and private properties. 

(A) UPLANDS: l...c.$$cc shall build and maintain fences around its slush, swnp, and drainage pits and tank baneries so as to protect livestock apinst lou, damage Of injury; and upon 
complehon or abandorvnent of any well or well~. Lessee shall fiU and level all slush pits and cellars and eomplerely clean up the dnlling site of all rubbish thereon . 

(B) SUBMERGED LANDS: No di1charge of solid was1e or garbage shall be allowed into State waters from any dnllin& or wppon vessels, production plalform, crew or .rupply boat. 
barge, jack-up rig or other equipment located on the lened area. Solid waste shall include but shall not be limited to contain=, equipment, rubbish, plaslic, glass, aod r.~y otbct man-made noo­
biodegradable items. A sigr~ must b<: displayed in a hiah lnlffic area on all vesscb and manned platforms staring, "Discharge of any solid waste or garbage into State Waters from vesseb or 
platforms is strictly prohibited and may subject a State ofTcxas lease to forfeitun: ." Such statement shall be in lencring of at least I" in s~ze . 

(q RIVERS: To the extent oecessary to prevent pollution, the provisions found io subseCtions (a) and (b) of this pan graph 5hall also apply to riven and riVCibeds. 

(D) PENAL TI: Failure to comply with the requirements of this provision may result in the maximum penally allowed by law including forfeiture of the lease. Lessee shall be liable for 
the damages caused by such failun: 1nd any costs and expensea iocuned in clc~~ning aseas affected by the discharged wilSie. 

16. IDENTIFICATION MARKERS: Lessee shall e~t. at a distaoce not to exceed twcnry-five (lS) feet from each well on the premises covered by this lease, a legible sip on which shall 
b<: mted tbe name of the operator, the lea.~e designation and the well number. Where two or more wells on the same lease or where wells oe two or more lease.~ an: COMttted to the same lillie 
ban cry, whCiher by individual flow line COMcctions direct to tbc tank or tanks or by u.sc of a multiple header system, eacb line between each well and such tank or header sbaiJ be lecibly 
identified at all times, either by a firrnJy anachcd tag or plote or an identification property painted on such line at a distance not to exceed three {3) feer from such tanlc or header COMeetion. Said 
sigr~s , t~gs. pl ate.~ or other identification markers shall be maintained in a legible condition throughout the term of this lease. 

17. ASSIGNMENTS: The lease may be transfern:d at any time; provided, however, that the liabilil)' of the transferor to properly discharge its obligation under the lease, including properly 
pluwng abandoned wdls, removing platforms or pipelines, or remediation of contamination a.t drill sncs sball pass to the transferee upon tbc priOf written consent of the Coromi!$iontr of the 
General Land Office. The Commissioner may require the transferee to detiiODSinlle financial respoosibitity and may require a bond or other ~«uri!)'. All transfcn must n:fcrenee the lease by the 
file number and must be recorded in the coun1y where the area is located, IUld tbc recorded rnnsfer or a copy ctrti6ed to by tbc Counly Ocr\ of the county where: the transfer is rcconied mUSI be 
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by tbc filing fee prescribed by the G<:ncnl Land Office rules in 
effect on the date of receipt by tbc General Land Office of sucb ttansfcr or certified copy th<:rcof. Every trazuferec shall sue«ed to all righu and be subJeCt to all ob!iptions, liabilities, and 
penal.ltcs owed to the State by the original I usee or any prior trazufen:e of the lease, including any liabtlitics to the state for unpaid royalties. 

18. RELEASES: Lessee may relinquish the rights granted herewuler to the Slate at any time by recording the relinquishment in the CO\Ulty when: this area is situat~ and millg the n:eorded 
relinquishment or certified copy of same in the General Land Office witlun ninety (90) days after us execution accompanied by the filing fcc prescnbed by tbc General Land Office rules in eft'ccl 
on the date of receipt by the General Land Office of such n:linll"ishment or certified copy thereof. Such relinquishment will not have the effect of releasing Lessee from any li.t>ility theretofore 
accrued ut fovor of the State. 

19. LIEN: In accordan<:c wi th N.R.C. Section S2.136, the State shall bave a first hen upon all oil and gas produced from the area covered by t.lus lca.~c to secure payment of all unpaid royally 
and other sums of money that may become due under thislusc. By acceptan« of this lease, Le.ssee grants the State, in addition to the lien provided by N.R.C. Section S2.136 and any otbef 
applicable statutory lien, an expreu conrnerual lien on and sccurily interest in all leased minerals in and extracted from the leased premises, all proceeds which may ICOniC ro Lessee from the sale 
of sucb leased minerals, whether such proceeds are held by Lessee or by a third perry, and aU fixtures on and improvements to the leased premises used in conncetion with the productioA or 
processing of such leased minerals in order to secure lhe payment of all royalties or other amount$ due or to beeorue due under this lease and to secure payment of any damages Of loss thai Lessor 
may suffer by reason of Lessee's breach of any covenanr or eoocbtion of thrs lease, whethet' express or unphed. Tbis hen and sccunl)' interest may be foroc:loscd with or withoul court proeccdillp 
in the nunner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee ogrces that the Commissioner may require Lessee to execute and record such instruments u 
may be reasonably necessary to acknowledge, attach or perfee1 this lien. Le.ssee hereby represents that there are no prior or superior liens arising from and n:lating to Le.ssee's activities upon the 
above-described property or froro l...c.$$ee's acquisition of this lease. Should lhe Commissioner at any rime determine that this representation is nOI true, then the Corrvnissioncr ruy declare this 
lea.~c forfeited as proVIded herein. 

10. FORFEITURE: If Lessee shall fail or refuse to make the payment of any swn within thiny (30) days oftcr it become.~ due, or if Lessee or an authorized agent sbould knowingly make any 
&We rerum or flilic n:pon cooccrning production or drilling. or if Lessee shall fail or refuse to drill any offset wcU or wells in good faith as required by law and the rul<:s and n:gulations adopted 
by the Commissioner of the General Land Office. or if Lessee should fa il to ftle repons in the manner requin:d by law or fail to comply with rules and regulations promulgated by the General 
Land Office. the Sehool Land Board. or the Railroad Commission, or refuse the JlfOPC" outhoril)' access to the records pcnaining to operatioos, or if Le.ssee or an authorized agent should 
knoWutgly fail or refuse to give correCI infonnation to the proper authority. or knowingly fail or refuse to furnisb tile General Land omce a correct log or any well, or if Lessee shall knowingly 
violate any of the m2terial provisions of this lease, or if this lease is assigned and the assignment is not filed in the Genenl Und Office as n:quircd bylaw. tbc righls acquired under this lease shall 
be subjccl to forfeiture by the Commissioocr, and he sball forfeit same wben sufficiently informed of the facts which authorize a forfeilln, and when forfeited the area shall apin be subjec:lto 
lease to the highest bidder, under the same n:gulations controlling the original sale of leases. However. nOihing herein shall be construed .., waiving the automlllie lcrminotion of this lease by 
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,opcraiiOn of law or by ~U~on of any special limitation ari.sing hcmxlder. Forl'eilurcs may be set uidc and this !cue and all ri&hU the<wnder rciosbled before tha ricbU ol llllldlct IJll~ upon 
satisfxtocy ellidenu to the Commissioner of the Gmeral land Offioe of fulurc compliance: with the provi.sion.s of the law and of Lbis lease and the ruleJ and reiUlations thai may be adopted 
rela1i"" hcrelo 

11. RIVERB£0 TRACTS: In ~ CWIII this lcue covers a rMtbcd, Lessee is herdJy rpecilkally gnoledthe rislu of cmincnl domain and condemnalion u provided for inN R.C. Sections 
52.092-52.093, u a par1 oftha consideration moviosto Lessor for the coYCMnts herein made by Lessee. 

11. APPLICABLE LAWS AND DRILLING RESTRJCTIONS: This lease sh&JJ be subjcct 10 all rules and recuJations, and ame<>dmcnts tbcrelo, promulcated by tbe Commi5.5ioncr of the 
Gcncnl Land Office covunina drillina 1M producing operations OD Ptmw~eol Free School Land (specificaUy iocludins any rules promulgated thai relate to plans of operations), paymcnl of 
royalties, and audilinc Pf'O"c!URs, and shall be subject to all other valid sta!Uics, rules, resufaJions, ordcn and ordinaDees thai may aft'CCI operations tmder tbe Jl'Ovisioas ol lhis lease. Witboul 
limirinc ~ seocnli'Y of the forcaoinc. Lessee hereby agrees, by lhc liCCCp(UI(e of lhis !cue, to be bound by lllld subject to aU sta!Utofy and recuJMory provisioas relatinc to the Gmcrall..and 
OffiCe's audit biUq DOCice and audit hcarinp proc;ed=s. Said provisions arc CIIITattly found 1131 Texas Administntive Code, Cllapter 4, and Texas NMW'al Resources Code SCCiions S2.135 
and 52.137 thtoush 52.140. In the evmt Ibis lease covers land &anchised or leased or otherwise used by a n.wisation district or by the United Stales for the pwposc of oaviption or other 
purpose incident to lhc operation of a port. !be Lessee &ball 001 be cncitlcd 10 en1cr or possess such land wilhout prior approval as provided under Sectial 61 .117 of tbc Tcus Wiler Code, but 
Lessee shall be entitled to develop ruch land for oil and au by directional drilling; provided, however, thai no surf.u drillinsloeatioo may be nearer thm 660 feet and special permission from the 
Commissioner of the Oencnl Land Offw:c is ncc:cssary to make any swfaee loeatioo nearer than 2,160 feel 11\USlnd at rigtn angles from tho nearat buikbead line or from the nearest dredged 
bOttom edge of any cbanne~ slip, or tuminc basin which lias been authorized by the United Stites u a federal projec1 for fulun: construction, which~ is neam-. 

13. REMOVAL OF EQUIPMENT: Upon the tennination of this lease for any causc,l...enee shall not, in my event, be pcmrittcd to remove tbc casina or any pan of the equipment from any 
producing. dry, or abandoned wcU or wells without tho wrillco c:on.sau of the Commissioner of the Oeoeral Land Office or IUs llllhoriz.cd representative; oor sbaU Lessee. without the writta1 
conscot of said Conmissiona- or bis aulhoriud representadve remove from the leuc:d premises the casins or &Dy other equipment, matenal, machineTy, appliances or property owned by Lessce 
and IISCd by usscc m the devclopmelltlilld production of oil or ps th«efrom until all cky or abandoned wells have been pluepl and until aU slush or reiU:se pits have been properly ftlled llld all 
broken or disean!ed lumber, machinery, or dcbm shall have bceo removed from tbe pmnisea to tho satisfacoon of the saJd Comnussioaa- or IUs authorized representative . 

14. FORCE MAJEUR£: Should Lessee be Jl'C_.,edli'om eocnplyin& l'lith any UPfCU or implied covctlllll of this I cue, from conductinJ drillin& operations lhcrwo. or from producinf oiJ 
and/or a• therc&om, aftu effort made iD JOOd faith, by reasoe of ww, r*llion., riots, ~u. liru, ac:u of God or any ordtt, t\lle or reaubbon of pemma~ta1·.ulllorily,' tbCa wbilc 10 

,...,..,ated. l..es-'1 obliplioe to comply witlt llldJ eoYOUDt ahal1 be suspended 11p011 proper. and aatiafactory proof presented to tbe Commissioocr of tbc'Oencr.l Ulld Oftlce ill SUI'I'(ll\ of · 
~'J contet>tioo llld ussc:e &ball ool be liable for damaru for lllilure to comply therewith (except in tbc eveot oflease opentiOOliiUipended 11 proviclccl in the rules and r.sularions adopted 
by tbc School Lalld Board); and thla lease sb.aiJ be extended whik and so Ions as Lessee is Pfevellltd, by any IUdl cause, lrom drill in&. rewor1clna opcnliom or producins oil and/or ps from lhc 
!cased premises; PfOvidccl, bowever, that nothins herein shall be construed to suspend lbe payment of reatals durin a the primary or extended term, nor to .midge Lessee's ripl to a suspension 
under any applicable statule of this State. 

lS. LEAS£ SECURITY: Lessee shall talce the highest degree of care and all proper safepards to PfOtect said premises and to pre~ the.ft of oil, gas, and olbu bydroealt>ons produced 
from said lease. This maodes, but ia DOl limited to, the U>Stallauon of all necessary equipment, seals, loeb, or other aJlllf'OI)riMc protective devices on oc- a1 aU f1CCesJ poinU at the lease's 
produe1ioc, &atbcrin, lllld stora~ systems "'~ theft of hydrocarbons Clll occur. Lessee shall be Uabk foc- the loss of any by<k'oeattlons reaultioa from theft and sbaU pay lhc State of Texas 
royalties thereon u provided here111 on all oil, gas or other hydroearllons lost by reason of theft. 

1,, Rt:OUcnON OF PAYMEI'ITS: If, durini the primary tenn. a ponion of the land covered by this. lease is included within the bouodarles of a pooled unlt thatlw bceo awroved by tbc 
School l..and Board in accordance with Natural Reso=es Code Sections S2.1 Sl -52.1 SJ, or tf, at any time aft..- the expiration of the primary term or the ~ended term, this lease covers a lesser 
number of acres than tbc total amoWlt described her< in, payments that ue made on a per acre besis hereunder &ball be reduced aoeotdina to the number of acres pooled. released. SUITCndctcd, or 
otherwise severed, so thai payments determined on a per acre bull Wider tho tenns of this leue durins tbc primary term shall be ealeullled based upoo the number of acres outside the boundaries 
of a pooled unit, or. if Iller the expiration of the primary 1errn, the number or acres ac:tually moined and covered by this lease. 

17. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreemC1llS COiltaJned berctn shall extend to and be bindina upon the hein, cxeeulors, administrators, SIICCCSson or 
WIIJIS of lessee hereiD. 

1&. ANTIQUm£S CODE: In the event thai any felllUrc of archeological or hislorieal interest on P'crn-_.s;St!IIA!l81Qd Lind il encountered cbiDa the ac:tJvities audlonud by this leax, 
Lessee will unmecliately eeasc activities attd Will immediately notify lhc <kncral Land Offieo (ATTN. cnt Division, 1700 N. Coosress A~ .• Austill, Texu 71701) 
and the Texas Historical Commission (P.O. Box 12276, Austin., TX 78711) so that adequate measur ector recover such discoveries or findinp, as 119Pfopriate. 
Lessee is expressly placed on notice of the National Hislorieal Preservation Act of 1966 (PB·89-66, 8 and the Antiquities Code ofTcxu, Chapta- 191, Tex. Nat. 
Code Ann. (Vemoa 1993 & Supp. 1998). On Stale-owned land 1101 dedicated to the Permanent Texas 1-futorical Commission before brcalc.in1 lfOIIIl'l II a 
project location. An arclweolosieal survey mipt be ~uired by the commission before c:orutruclion , in the event that any site, object, loutioo, anifaa or 
other fealute of arcllaeolosieal, scientific, ccluealional, cultural or historic inleresl is COCOUII!ercd leue, lessee Will immediately notify lc:uor and the TCJW 
1-futorieal Convnission so tiuol adequate measures may be WldCI1okcn IO prOiect or recover such disco r.ftnd/aalltJtl..;lpu>' . . 

19. VENUE: L.c:ssor and lessee, ineludins lessee's successors and usiiiJIS, hereby asree that vc~~~~~-~;_l\. dii~-~~ out of 1 provisioo of this lease, whethct express or implied. 
regarding tnte'l'fet1.1lO<> of this lease, or rclalin, in any way to this !use or to applicable ease law, staMu~~ iules, shaU be In 1 court of COlmpetenl jurisdiction located in T/'I'VU 
County. Sta1e ofTex~~~. :1 .~ .. « . .... " '. ~·., •• -~ .. .. , : ..... -. :, . : ... 

JO. LEASE l'lLJNG: Pursuant to Chapc.c:r 9 of the Tex. Bus. &: Com. Code,this lease must be filed of record in the office of tbe C01111ty Clcr\: in any oounl)' in wbicb aU or any 1*1 oltha 
leuccl premiseJ is loeacod, ud certified copies tbcrcof must be filed in the General Uad Office. The prescn'bed tilinJ fee shall ~y the certitied copies &e~~tto the o-.1 Lllld Of&t. 
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tate ofTelW under tbe seal of the Genenll.and Ofliee . 

:::= . . ····· •. (CORI'ORATIONACKNOWL£0GMENT} 

BEFORE ME, .. .....,, .... ~d>oOey, oo"" " ' '""""'' op,_]~ ~ 
kn e co be the pet$on who$t name is subscribed co the foregoing ins1rument, asC= of 

STATE OF ____ _ ______ _ (INDIVlOUAI.. AO<NO.YI..Y.OGMENT) 

COUNTY OF __________ _ 

Before me, the Ulldcrsigned authonry, on cbis day personally appeared ________________ _ __ _ 

known to me to be the persons wbose names an: subscribed co the foregoing instrument, and acknowledged to me chat lhey ~xecuced the 
same for the purposes and consideration therein ex-pressed. 

Given under my hand and seal of office th is lhe _ ____ _ day of ____________ __. 20· ___ _ 

Nowy Public in and for ___________ _ 
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m E STATE OF TEXAS 
County o f Robertson I, Kathryn N. Brimhall, Clerk of County Court 

of said County, do hereby certify the foregoing instrument of writing with its Certificate of 

Authentication, was filed for record in my office, th~ day of N~r . 
20~. a~'clock ~M. , and duly recorded !h~ day o~C , 

2~. at ~'clock ~M., in the ~hJI\\ '\lM>~ records of 

said County, in Vol. \t:2f, on pagesS""-~\ . 
WITNESS MY HAND and official seal of !he County Coun of this County at office in 

Franklin, the day and year last above written. 

Deputy. K ATHRYN N. BRIMHALL, Clerk 
County Court. Roba1son County. T c.us 

.. .... ~"r - ... ..... ··- · • -· .......... . _ .. .. 

CERTIFICATION· 
TRUE AND CO~~I;t('Jf 
COPY OF ORIGINAl: CN 
FILE IN ~EON COtlNiV 

L 'S OFFICE 
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STATE OF TEXAS COUHTY OF LEOH 
I hereb~ certifY that this instru•ent was filed on the 
date and ti •e staaPed hereon bY ae and was dul~ recorded 
in the voluae and page of the naaed records of : 

Leon County 
as staaPed hereon b~ ae. 

Dec 21r200Y 
Car la MkEachernr CountY Clerk 
Leon Count~ 

j 



,. 

•••• ' . •••• 

• 

L~ase F"ona 
Rm .. d 1om 
River 

~ustin, mexas 

OIL AND CAS LEASE 
NO. M-110304 

AccePted for Fil in9 in: 
Robertson Cooot!l 

on: Hov 02,2009 nt to :03A 
S!lt Carol Bancroft 

1 • • WHEREAS, ~t to the Texu Natural R~ccs Code Chapters 32, 33, Sl, and Chapcer S2, Subebaptcrs A·O and H, (said Code bean1 hereinafter refcncd to u N.R.C.), and subj«t to all 
• • • rules aD<! r.gw;uoru pnxnll!pted by~ Co:r.mt.'"ilcr.•r of !he Ci=:":!J Lar.d Office :md/or ~~= Schoo l La.'ld Board purs:J::nt t.~ereto, a.nd :H oth:r epr!ic: 1: s::n:t:s """ am~<!m:nts to s:i~ 

• • • • N.R.C., !he following orca, to-wit 

TRACT 5-D Of nn: NAVASOTA RIVER, ROBERTSON COUNTY, TEXAS, CONTAIN INC APPROXIMATELY 15 ACRES; TRACT 5-D IS BOUND ON ITS UPSTREAM 
END BY A LINE BEARING GRID N 30• 08' WAND PASSING THROUGH A POINT HAVING COORDINATES OFX•3,178,340 FEET AND Y-520,150 FEET, TEXAS STATE 
PLANE COORDINATE SYSTEM, CENTRAL ZONE, NAD 1917, AND IS BOUND ON ITS DOWNSTREAM END BY A SOU11fWESTERLY EXTENSION OF TiiE 

: • • NORTHWEST LINE OF THE S.A. & M.C. RY. CO. SURVEY, A-838, LEON COUNTY (TRACT IS SUBJECT TO THE SMALL BILL), 
• • •• 

wu, after being duly advertis<d. ofl'ered foe lease on 146 dar of JuJr,l009, 11 10:00 o'clock a.m., by !he Commissioner of !he Genenl Land Office of !he State ofTexu and !he School Land 
Board oflhe State ofTcxas, for the sole and only purpose of prospecting and drilling for, and producing oil aDd/or gu !hat may be found and produced from !he above dc=l'bed area; and 

WHEREAS, after all bids and remiuanoes which were reeei~ up to said time have been duly coiiSiderod by the Commissioner of !he General Land Office and !he School Land Board ala 
reeular moetin1 thereof in tbe General Land Office, on the 14,. dt)' of JW,., 1009, bereulaller !he " efftctive date" and it wu found and determ~d that PETROGULF CORPORATION 
whose addreu is 518 liTH STREET, SUITE 1515, DENVER, COLORADO 80202.-4124, bad offered the highest and be$1 bod for a leue of the orca above described and is, therefore, 
entitled to re<:eive a leue thereon: 

NOW, THEREFORE, I, Jerry E. Patterson, Commissioner of !he General Land Office of the State ofTexas, hereinafter some;unes referred 10 as "Lessor." whose address 1s Austin, Texas, by 
virtue of !he authority vested in me and in consideration of the payment by !he hereinafter desiiDaled Lcs•ee,lhe sum ofTblrty-Ei,bt Tbo~&und Tbree Hundred Twe•ty-Fivt And 00/100 
Oollan (S3S,32S.OO), receipt ofwllicb iJ hereby acknowledged and of !be royalties, coverw~ts, stipulations and condition.s contained and hereby agreed to be paid. observed and performed by 
Lenee, do hereby demise, grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take oil and/or gas from the aforesaid area upon !he following 
term• and condition.s, to-wit: 

I. RESERVATION: There i• hereby excepted and reserved to Lessor the fuiiii5C of !he property covored hereby and all rigflts with respect to the surface and subsurface !hereof for any and 
all pwposes except !hose granted and to !he extent herein granted to Lessee, together with the rights of ingress and egress and usc of said lands by Lessor and ots mineral lessees, for pwposes of 
exploring for and producing !he minerals which are not covorcd, or which may not be covered in the fuiUic, under !he tcnns of tlus lease, but which may be located within !he surface boundaries 
of the I cued area. All of the rights in and to the leased premises retained by LeSSOf and all of the rights in and to !he leased premises grantod to Lessee herein shall be cxercosed in such a manner 
that neither sb.all unduly interfere with !he opera! ions of !he other. 

2. TERM: Subject to !he other provision• hereof, thiJiease shall be for a term oftbrce (3) yun from !he effective date hereof (herein called "primary term") and u long thereafter as oil or 
gu is produced in paying quantities from said area. 

3. DELAY REIITALS: If no well be commenced on !he land hereby leased on or before !he arvuvenary date of this lease, this lease shall terminate as to both parties unless !he Lessee on or 
before said ciatc &ball pay or lender to !he Commissioner oflhe General Land Office ortlte S~tc ofTeus al Aus;in, Texu,lhc 5'.1.':1 cfl'in Dcl:•n (~5. 00), p;:r ;ccc, v.·hl:b sh:!! cpe:-<::.., 
rental and cover the priv:lege of deferring the commencement of a well for twelve (12) months from said dale. In like manner and upon like payments or tenders !he commenccmcnt of a well may 
be fUrther defencd for like periods of !he same number of months successively during !he primary term hereof. 

4. PRODUCTION ROYAL TIES: Subject to !he provisioru for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of uil and/or au. the Lessee agrees to pay 
or ca115C IO be paid to the Commis.sioner of the General Land Office in Austin, Texas, for !he use and benefit of !he State ofTeus, during !he term hereof. 

(A) OIL: As a royalty on oil, which iJ defined as including all hydrocarbons produced in 1 liquid form a1 the mouth of !he well and also all condensate, dis1illa1e, and other liqwd 
hydrocarbons recovered from oil or au run througb a scparalor or other equipment, u hereinafter provided. 114 pan of the gross production or the marlcet value thereof, at !he option of the 
Lenor, such value to be deterrnined by 1) the higbeJI posted price, plus premium, if any, offered or paid for ool, condensate, distillate, or other hquid hydnx:arbons, respectively, of a like type and 
gravity in !he general area where produced and when run, or 2) !he higltcsl marlccl price !hereof offered or pa1d in !he general area where produced and when run, or 3) !he gross proceeds of !he 
sale thereof, wbichcvt:r u tbe grealcr. Lessee agrees lbat before any ps produced from !he land hereby leased is sold, used or processed in 1 plant, it will be run free of CO$! to Lessor through an 
adequate otl and gu separator of conventional type or other equipment at least as efficient to !he end thai all liquid hydroellbons recoverable from !he gu by such means wtll be rcc:overcd. Upon 
wrinen CODSeDt of Lessor, the requirement lbat such ps be run through such 1 sepantor or other equipment may be waived upon such !emu and condtnons u p<escribed by Lessor. 

(B) NON-PROCESSED GAS: ~a royalty on any au (including flared gu), which is deftned u all hydrocarbons and gaseous substances oot defined as oil in subparagraph (A) above, 
produced from any well on said land (except u provided herein with respect tops processed in a plant for !he extnction of gasoline, liquid hydrocarbons or other products) 114 pan of the gron 
production or lhe market value tbereof, a! !he option of !he Lessor, such value to be based on the highest marlcct price paid or offered for gu of companblc quality in !he general area where 
produced and when run, or !he gross price paid or ofl'ered to the producer, whichever is greater provided that !be maximum pressure base in measuring !he gu under this lease contract shall nol at 
any time exceed 14.6S pounds per square inch absolute, and the staDdard base tcroperalurc shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, 
and for specific gravity according to test made by !he Balance Method or by !he mosl approved method of tcstins being used by !he industry at the time of testing. 
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. . (C) PROCESSED CAS: Ala royally on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, ill pll1 of the residue gas IUid the 
hqwd hydrocarbons ex1racled or the matlcet value thereof, at !he option of the Lessor. All royalties due herein shall be based on one hW>dred percent (I 00"1.) of the 101&! plant production of 
residue gas altributable to gas produced from this lease, and on fifty percent (5001.) or !hat percent accruing to Lessee, whichever is the gruter, of the total plant production of liquid 
hydrocarbons, altributable to the gas produced from this leue; provided that if liquid hydrocarbons an: recovered from gas processed in a plant in which Lessee (or ns parcel, subsidiary or 
affiliate) owns an interest, then the pen:entage applicable to liquid hydrocartx>ns shall be fifty percent (SO%) or the highest percent accruing to a third party processing gas through such plant 
under a processing agreement negotiated at anus' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the indusuy), whichever 
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) the highest market pnce 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 sell ins price for the respective grades of liquid hydrocarl>ons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas n01 been processed 

(D) OTHER PRODUCTS: A3 a royally on wbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be 
"casinghead." "dry" or any other gas, by fractionating, bummg or any other processing, 1/4 pll1 of gross produe11on of such products, or the market value thereof, at the option of Lessor, such 
matlcct value to be determined as follows: 

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

(E) VARIABLE ROYALTY: (i) Subject to the other provisioru of this lease, it is hereby provided that 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 royalty rate provided herem shall be reduced to 20%, 
and shall apply to each subsequent well driUed and produced on the land covered by this leue. Provided that, if during such twelve ( 12) month term during which Lessee may cam a redueed 
royally rate of20% as herein provided, Lessee should drill in good faith and complete the lint 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 to earn a reduced royally rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well pnor to the expUlltion of 
such three (3) month period and prosecuting diligently and in good faith the drilling of such additional weU and completing same so !hat production in paying quant1ties is c.stablished and so !hat 
such production is brought on line and sales thcreef arc commeoccd prior to the expintion 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 salu thereof are commenced after the expiration 
of twelve (12) months from the effective date hereof but prior to the expiration of twen1y-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to 
22 S% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessee may earn a 
redueed royal ty rate of 22.S% as herein provided, lessee should drill in good faith and complete the first well as a dry bole on the land covered by this lease, Lessee may receive a three (3) month 
extension of the term in which to cam a reduud royally rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the 
expintion of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that produe1ion in paying quantities is establ ished 
and so that such producllon is brought on line and sales thereof arc commenced prior to the expiration of such three (3) month exlcnsion period. 

(F) NO DEDUCTIONS: Lessee agrees thai aU royalties accruing to lessor under this leue shall be without deduction for the cost of producing, transporting, and otherwise malcing the 
oil, gas and other products produced hcreunda ready for sale or usc. 

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

(H) PLANT PUEL AND RECYCLED GAS: No royally shall be payable on any gas u may represent this leue's proportionate share of any fuel used to process gu prodiiCCd hereunder 
in any processing plant Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissioner of the General Land Office, Lessee may recycle gas 
for gu lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled until such time u the 
same may thereafter be produced and sold or used by Lessee in such manner u to entitle Lessor to a royalty thereon under the royalty provistons of this lease. 

(I) MINIMUM ROYALTY: During any year after the expirauon of the primary term of this lease, of this lease is maintained by production, the royalties paid to Lessor an no event shall 
be less than an amount equal 10 the total annual delay rental herem provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary date of 
this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year 

(J) MARGINA L PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royally rate set out in this paragraph and/or the minimum 
royally set out in subparagraph 4 (1) to extend the economic life of this lease and encourage recovery of 011 or gas that might otherwise remain wvecovcred. Any such royalty reduction must 
conform 10 the requirements of any School Land Board administrntivc rules on this subject Royalty may not be reduced below the applicable statutory minimum. 

S. ROYALTY PAYMENTS AND REPORTS: All royalties n01 taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texu, in the following mlllller: 
Payment of royalty on production of oil and gu shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royally on oil as due and must be received in the 
General Land Office on or before the Sth day of the second month sucued1ng the month of production, and royalty on gas is due and must be received in the General Land Office on or before the 
I Sth day of the second month •ueceeding the rnonth uf production, accompanied by the affidavit of the owner, manager or other alllhoriu:d agent, completed m the form and manner prescribed by 
the General Land Office and showing the gross amount and d1spos1bon of all oil and gas produced and the market value of the oal and gu. together with a copy of all documents, records or 
reports 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 gu storage, and any Olher reports or records which the General Land Office may require to verify the gross production, disposition and marlcet 
value. In all cases the authority of a manager or agent to act for the Lessee herein must be ftled lll the General Land Office. Each royally payment shall be accompanied by a checlc stub, 
schedule, summary or other remittance &dvice showing by the usigned General Land Office lease nwnber the amount of royalty being paid on each leue. If Lessee pays his royally on or before 
thirty (30) days after the royally payment was due, then Lessee owes a penalty of S% on the royally or $25.00, whichever is greater. A royally payment which is over thirty (30) days late shall 
accrue a penalty of I 0% ofthc royalty due or $25.00 whichever is greater. In addition to a peoally, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when 
the royalty is sixly (60) days overdue. Affidavits and supportins documents which are not filed when due shall incur a penally in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supponina documents were due. The Lessee shall bear all respoosibilily for paying or causing royalllcs to be paid as prescnbed by the due 
date provided herein. Payment of the dehnquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nor actio postpooe the date on which royalties were 
originally due The above penalty provisions shall nor apply tn cases of title dispute as to the Stale's portion of the royally or to that ponoon of the royalty in dispute as to fm market value. 

6. (A) RESERVES, COJI.'TRACTS AND OTHER RECORDS: Lessee shall annually tilmish the Corrunissioner of the General Land Office with its best possible estimate of oil and gas 
reserves underlying this lcue or allocable to this lease and shall tilmish said Commissioner with copies of all contracts under wluch gas IS sold or processed and all subsequent agreements and 
amendments to such contracts within Uairty (30) days after entering into or malcing such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
Office shall be held in confidenee by the General Land Office unless otherwise authorized by Lessee. All other contracu and records pertaining to the production, transponarion, sale and 
marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to 
inspection and exanuna11on by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) DRILLING RECORDS: Wnuen n01ice of all operations on this lease shall be submotted 10 the Commissioner of the General Land Office by Lessee or operator five (S) days before 
spud date, worlcover, re-<nuy, temporary abandonment or plug and abandonment of any well or wells. Such written nonce to the General Land Office shall UJCiude copaes of Raalroad 
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Conunission fomu for applicalion to drill. Copies of well tests, completion reports and pluaa;ing reports shall be supplied to the Genenl Land Office at the time they are filed with the Tex.u 
Railroad Commission. Lessee shall IUpply the General Land Office with any records, memonnda. accounls, reports, cunings and oorcs, oc other information relali"" to the opcntioo of the 
above-described pmnisu, which may be rcqut:s1ed by the General Land Office, in addilion to those baein expusly provided for. Lessee shall ha"" an electrical ODd/or radioactivity survey 
made oo the ~hole section, &om the base of the IUrl'aec easin& to the total depth of well, of all weiiJ drilled on the above dcscn"bcd premisc.s and shall transmit a lJ\IC oopy of the los ol each 
survey on each well to the General Land Ofliee within fiftom (IS) days after the makins of said survey. 

(C) r ENAL TIES: Lessee shall inc..- a penalty wbcncver reports, documents or other !Mterials are 1101 filed in the General Land Office wbcn due. The penalty for late filin& shall be Sd 

by the General Land Office administnli"" rule which is effceti"" on the date wben the matenals were due in the General Land Office. 

7. RETAINED ACREAGE: Norwilhstanding any provision of this lease to the conlJVy, after a well producing or c:apahlc ofproducang oil or gas hu been compleled on the leased premises, 
Lessee shall exercise the dilicencc of a reasonably prudcnl opentor in drilling such additional well or wells as may be reasonably ncc::essuy foe the proper ~lopmeol of the leased prcrniscs and 
in markctin& the production thereon. 

(A) VERTICAL: In the eveollhis lease is in force and effect IWO (2) yean after the expiration date of the primary or extended lerm it sballthen 1enninole as to all of the leased premises, 
EXCEPT (I) 40 ams slmlWKiin& eltb oil well capable of producing in paying quantities and 320 acres sUJTounding each gas well capable of producing in paying quantities (including a shut-in 
oil or &AS well as provided in Paragn~ph II hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of !KnS included in a producing 
pooled unil pursuan110 Natural Res~ Code Sections 52.151-52.153, or (3) such greater or lesser nwuber of acres as may 1hcn be allocalcd for production purposes 10 a proration unit for 
each such producing well under the rules and regulations of the Railroad Commission of Texas, or any succ:cssor agency, or other governmental authority having jwisdielion. Within 90 days of a 
partiallcrminalion of this lease in accordance with this subpiU'Ipapb and upon payment of the minimum filing fee sCI by ~neral l..aDd Office rules in effect al lhc time of the partiallcrmination, 
Lessee aball ha"" the nghtlo oblain a surface lease for ingress and egress on and a<:ross the lcmtinlled portion of the leased premises as may be reasonably necessary for the continued operation 
of the portiocu of the lease remaining in fon:c and effce1. If Lessee faib 10 apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease &om the Land 
Office, hulthe Land Conunissioner hu lhc diSCTelion lo grant or deny IUCh application and to sellbc fee for such surface lease . 

(B) liORJZOI'n' AL: In the event this lease is in fon:c and effect IWO (2) years Iller the expiration dale of the primary or eX1cndcd lcrm il shall fw1her terminate u to all depths below 1 00 
feel below the Iolii depth drilled (baeinaftcr "dccpcr depths") in each wellloclled on acreage rellined in PIUllpaph 1 (A) abo""· unless on or before r.vo (2) yean after the pnmary or eX1cndcd 
lerm Lessee pays an amount eq.W lo ooo-balf ( 112) of the bonus originally paid u consideration for this lease (as specified on page 1 hcroof). If such amoun1 is paid, lllis lease shall be in fonle 
and efl'cel as to such deeper depchs, and said tmninllion shall be delayed for an oddilional penod of IWo (2) years and so long thercaller as 011 or gas is produced in paying quantities from such 
deeper depchs covered by this lease. 

(C) IDEI'n'IF1CA T 10N AND FILING: The surface acnage retained hereunder as 10 eac:h well shall, as nearly as practic:al, be in the form of a square with lhc well located in the cenler 
thereof, or such Olher shape as may be appro""d by the School Land Board. Within thirty (30) days Iller partial 1crmination of this lease u provided herein, Lessee shall exeeule and reoord a 
release or releases conllining a satisfactory legal description of the acreage and/or depths not relained hereunder. The re<Orded release, or a eenified copy of same, shall be filed in the Gcncnl 
Land Office, aceompanied by the tiling fee prescn'bed by the Gc:ncrall..aDd Office rules in effect on the dale the release is filed. lf Less..: fa~ls or refuses 10 execute and rceocd such release or 
rclcues within ninety (90) days after being requcsled to do so by lhc GcncnJ Land Office, then tbe Commissioner at his sole discretion may dcsignale by wrinco instrumeol the acreage and/or 
depthJ to be rcleued ~ and record such instrument 11 Lessee's expense in the county or COUIIIies wbcrc the lease is localed and in the offiCial recorda of the GcncnJ Land Office and such 
designation aball be binding upon Lessee for all purposes. If 11 any time after the effective dale of the partiallcrrnination provisions hereof, the applicable field rules are changed or the well or 
wells localed thereon are r"C~:lanified so thai less acreage is thereafter allocaled 10 said well or wells for production purposes, this lease shall lhcrcupon terrninale as 10 all OCJUSC 001 lhcrcaftcr 
allocated 10 said well or wells for production purposes. 

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantibes from a well located on land privately owned or on Slllc land leased 11 a lesser royalty, which well is 
within one thousand ( 1,000) feel of the area included herein, or which well is dnlining lhc area co=ed by this lease, lhc Lessee shall, within sixty (60) days after such initial production from the 
drainillg well or the welllocaled within one thousand (1,000) feet &om the area co~ by this lease begin in good faith and proseCIIIe diligcnlly the drilling of an offset well on the area covered 
by this lease, and such offael well shall be drilled lo such depth as may be necessary 10 Pfe"""lthe undue drainage of the area covered by this lease, and the Lessee. manager or driller sball use all 
means ncccuary in a sood faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the detcnninalion of the Commissioner and with his wrinen approval, 
may the payrnenl of a cornpensalory royalty uliJfy the obligation to drill an offsel well or wells required under this Paragn~ph . 

9. DRY HOLl/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary lerm hereof and prior lo dlscovery and production of oil or gas on said land, 
Lessee should drill a dry bole or boles thereon, or if during the primary term bercof and after the discovery and actual production of oil or ps &om the leased premises sucb production thereof 
should cease &om any cause, this lease shall not tcnninate if on or before the expiration of sixly (60) day• from dale of completion of said dry hole or cessation of production Lessee commences 
additional drilling or reworlcing operations lhcrcon, oc pays or lc:odcn the neX1 11111ual delay rental in the same manner as provided in this lease. If, dunng the las1 year of the primary term or 
within six1y (60) days prior thereto, a dry bole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's righu shall remain in full force and effect withoul 
fwtber ~oos unlil lbc expiration of the primary 1erm; and if Lessee bas nol resumed produclion in payina quantities 11 the expiralioo ol the primary lcnn, Lessee may mainllin this lease by 
conducting additional drill.ing or ~g operations pumwtt to PIUllgraph I 0, using the expiration of the primary lcnn as the dale of cessation of production under PIUllsraPh I O. Should the 
fU'Sl well or any subsequcnl well drilled on the abo"" described land be completed as a shUI-in oil or gas well within the primary term hereof, Lessee may resume payment of the &Mual renlal in 
the same manner u provided herein on or before the renlal payina dale following lhe expiration of sixty (60) days from lhe dale of completion of such shul-in oil or gas well and upon the failure 
10 make sucb payrnenl, this lease shall ipso fiK:to terminate. If althe expiration of the primary lenm or any time thereafter a shu1-in oil or gas well is loca1ed on the leased pre miltS payments may 
be made in accordance with the shut-in provisions hereof. 

10. CESSATION, DRILLING, AND REWORKING: If, ~the expiration of the primary lerm, production of oil or gas from the leased premises, after once obtained, should cease from 
any cause, this lease shall nol terminate if Lessee commences additional drilling or reworking operations within sixty (60) days Iller such cessation, and this lease shall remain 111 full force and 
effecl for so long as such opentions conlinue in good faith and in workmanloke manner without interruptions lotaling more than siXty (60) days. If such drilling or reworking operations resull in 
I he produelion of otl or gu, the lease shall remain in full force and effect for so Ions u oil or gas is produced &om the leased premises in paying quantities or payment of shut-in oil or gas well 
royalties or paymcnl of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworlcins opc.-rions resull in the completion of a well u a dry bole, the lease 
will n01 tcrrninlle if the Lcuee corruncncea additional drilling or reworlcing operations within sixty (60) days after the completion of the well as a dry hole, and this lease sball remain in effect so 
long as Lcuec continues drilliog or reworlcing opentions in good faith and in a worlananlilce manner without interruptions 1otaling more than sixty (60) days. Lessee shall give wrincn notice to 
th~. General Land Office within thirty (30) days of any cessation of production. 

11. SHtfi'-IN ROYAL TIES: fOO' purposes of this paragraph, "well" means any welllbat has been assigned a weU number by the Sllle agency having junsdiction o= the production of oil 
and SIS· If 11 any time after the expiration of the primary 1erm of a lease that, until being shut in, was being maintained in force and effect, a well capable of producins oil or gas in paying 
quantities is located on the leased premises, hut oil or gas is not being produced for lack of suilahle production facilities or lack of a suilable markc1, then Lessee may pay as a shut·in oil or gas 
royalty an amounl equal to double the annual rental provided in the lease, hu1 001 less than S I ,200 a year for each well capable of producing oil or gas 111 paying quantoties. To be effceti"". each 
initial shut-in oil or gas royalty must be paid on or before: (I) lbc expiration of the primary 1crm. (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days 
after Lessee completes a drill.in& or rcworl<ing opcratioo in accordance with the leue provisions; whic:hever date is Illest. If the shut-in 011 or gas royalty is paid, the lease_ shall be consi~cred. lo 
be 1 producios lease and lbe paymcol shaU extend lhe term of the lease for a period of one year &om lbc end oflhc primary term, or from the lint day of the month.follo~gthe monlh 111 which 
production ceased, and, after thai. if oo suitable production fxilities or suitable owi<cl for the oil or gas exists, Lessee may eX1cnd the lease for fo..- more succeSINe periods of one (I) yus by 
paying the same amount eac:h year on or before the expiration of each shut-in year 

11. COMPENSATORY ROYALTIES: If, during the period the lease is kepi in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and del.i""red in paying quantities from a 
well localed Within one thousand ( 1,000) feet of the leased premises and completed 10 the same producina reservoir, or in any case in wbich drainage is occwring, the ngbl IO continue lo. ""!"tain 
the lease by paying 1he shut-in oil or gas royalty shall cease, hut the lease shall remain effceti"" for lhe remainder of the year for which the royalty hu been paid. The Lessee may mamtwl the 
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lease for four more SUC«ssivc years by Lusee paying compensatory royalty at the royalty rare provided in the lease of the marlcet value of production &om the well causing the dninage or which 
is completed Ill the same produc:ing reservoir and withiu one thousand ( I ,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the Commissioner beginnin& oa or 
before the last day of the month following the month in whieb the oil or gas is produc:ed &om the well causing the drainage or thai is completed in the same produc:ing reservoir and loealcd within 
one thousand (I ,000) _feet of the _le~ed _premises; if the compensotory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lusee shall ply an 
amount equal to the difference wrthin thiny (30) days &om the end of the 12-month period; and none of these provisions wrll relieve Lessee of the ob~prioo of reasonable ~lopmetlj nor the 
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and wrth the Commissionet's wnnen approval, the p1ymc:ut o( 

compensatory royalties shall satisfy the obligation to drill offset wells. Compeosatory royalty payments whieb arc noc timely paid will accrue penalty and interest in accorc!aJK:e with Para&nPb s 
of this lease. 

13. EXTENSIONS: If, at the expiration of the primary tcnn of this lease, production of oil or gas tw not been obtained on the leased premises but drilling operations arc being conducted 
thereon in good faith and in a good and worbnanlike manner, Lessee may, oo or before the expiration of the primary tcnn, file in the General land Office wrinen application to the Commiuioncr 
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease cow:rs six hundred fony (640) acres or less 
and Six Thousand Dollars ($6,000.00) if this lease coven more than six hundred forty (640) acres and the Commissioner shall, in writing. extend this lease for a thirty (30) day period from and 
after the expiration of the primary tcnn and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so Ions as such drilling operations arc being 
conduc:ted malce lilce application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon reccipl of sueb application and payment, the 
Commissioner shall, in writing. again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thcn:after &S oil or gas is produced in payina 
quantities; provided, however. thai this lease shall not be extended for more than a total of-three hundred ninety (390) days &om and after the expiration of the primary term unless production in 
paying quantities bas been obtained . 

14. USE Of' WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hcn:under and solely upon the leased premise'; provided, 
however, Lessee shall not usc potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior wrinen consent of Lessor. Subject to its obligation to 
pay surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and tnnsportiog and marlcetinJ !he 
production therefrom, suc:h use to be coodueted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amoWlt ser by the General Land Office fee 
schedule which is effective on the date when the activity requiring the payment of surface damages occun . 

IS. POLJ..VTIOI'I: In clevcloping this area, Lessee shall usc the highest degree of care and all proper safeguards to prevent pollution. Without limitmg the foregoing, polluaon of eo&sW 
wetlands, natural waterways, riwrs and impounded water shall be prevented by the usc of containment facilities sufficient to prevent spillage, secp~ge or around water contamination. In the ~t 
of pollution, Lessee shall usc all means at its disposal to recapture all escaped hydrocarboru or other pollutant and shall be responsible for all damage to public and private properbes. 

(A) UPLANDS: Lusee shall bu1ld and maintain fences around its slush, sump, and drainage pits and tank baneries so &S to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and levtl all slush pits and cellars and completely clean up the drilling sue of all rubb1sh thereon . 

. (B) SUBMERCED LANDS: No discharge of solid waste or garbage shall be allowed into State wa1ers from any drilling or support =Is, production platform, crew or supply boat, 
barge, jack-up ris or other equipmenrlocated on the leased area. Solld waste shall include but shall not be limited to containers, equipment, rubbish, plastic, gl.us, and any other man-made non­
biode~dable items. A sign must be displayed in a high traffic area on all vessels and manned platforms stating. "Discharge of any solid waste or glltlage into State Waters from vessels or 
platforms is strictly prohibited and may subject a State of Texas lease to forfeiture." Such statement shall be in lencring of at least I" in sitt. 

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

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

16. IDEJIITIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (2S) feet &om each well on the premises covered by this lease, a legible sign on whieb shall 
be slated the name of the operator, the le.ue designation and the well number. Where two or more wells on the same lease or where wells on two or more leases arc connected to the same tank 
banery, whether by individual flow line connections direct to the tank or tanlu or by usc of a multiple header system, each line between each weU and suc:h lank or header shall be legibly 
1denti6ed at all times, either by a fumly anached tag or plate or an identification property painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said 
signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease. 

17. ASSIGNMEJIITS: The lease may be trnnsfcrred at any rime; provided, however, that the liability of the tnnsferor to properly d1sebarge us obligntion under the lease, including properly 
pluggmg abandoned wells, removing platforms or pipelines, or remediation of contammation at drill sites shall pass to the transferee upon the prior written consent of the CommisSioner of the 
General Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require a bond or other security. All transfers must reference the lease by the 
file number and must be recorded m the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the tnnsfer is recorded must be 
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R.C. Section 52.026, accompanied by the fillllg fee prescnbed by the General Land Office rules in 
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof. E~ tnnsferce shall succeed to all nghts and be subject to all obligations, ~abiliti es, and 
penalties owed to the State by the original lessee or any pnor transferee of the le&Sc, including any liabilities to the state for unpaid royalties. 

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the oounty where this area is Situated and filmg the recorded 
relinquislvnent o: ce:tifed ccpy of sarne in the Gene:ul L:md Omce within ninety (90) days aflcr i:s execution accompamed by the foiing fee prescn"bcd by the General Land Office rules in effect 
on the date of receipt by the General Land Office of such relinquishment or certified copy thereof. Such relinquislvncot will not have the effect of releasing Lessee £rom any liability theretofore 
accrued in favor of the State. • 

19. LIEN: In accordance with N.R.C. Section 52. 136, the State shall have a lint lien upon all oil and gas produc:ed from the area covered by this lease to secure payment of all unpaid royalty 
and other sumJ of money that may become due under this lease. By acceptance of this le.ue, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other 
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased prcm~ses, all proceeds which may accrue to Lessee &om the sale 
of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased prenuscs used in coMcction with the production or 
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covenanc or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without COUrt proeecdinp 
in the manner providod iD the Tille I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Comrrussioner may require Lessee to execute and record suc:h instrurnc:nts as 
may be re.uonably necessary to acknowledge, anach or perfect this lien. Lessee hereby represents that there are no prior or superior liens ansing from and relating to Lessee's activities upon the 
above-described property or from Lessee's acquisition of this lease. Should the Commiss1oner at any time determine that this representation is not true, then the Commissioner may declare this 
lease forfeited as provided herein 

10. FORFEIT\JR£: If Lusee shall fail or refuse to malce the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any 
false rctum or false report concerning production or driUiDg. or if Lessee shall fail or refuse to drill any offset well or wells in good faith &S reqwrcd by law and the rules and regulations adopted 
by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the mOMCr required by law or fail to comply with rules and regulations promulptcd by the General 
Land Office, the School Land Board, or !he Railroad Commission, or refuse the proper authority access to the records pen.oining to opcntions, or 1f Lessee or 111 authorized agent should 
knowingly fall or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish lhc General Land Office a correct log of any well, or if Lessee shall knowingly 
violate any of the material provisions of this lease. or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the nghts acquired under this lease shall 
be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts wbieb authontt a forfeiture , and when forfe1ted the area shall lg&lfl be subject to 
le.ue to the highest bidder, under the same regulations controlling the original sale of leases . However, nothing herein shall be construed as waiving the automatic tcnnination of this lease by 

CERTI FIE D COPY 
Th1s Is a true and correct 
copy of the ng1nal filed in 
Robertson County Clerk's Office 
Kathryn Nickelson Bnmhall 
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opcntion of law 04' by reason of any special limitation arising hereunder. F04'fciturts may be SCI aside and this lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory evidence to the Conunissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations !hal may be adopted 
relative hereto. 

21. RIVERBED TRACTS: In the event this lcue covers a riverbed. Lessee is hereby specifically granted the right of eminent domain and condemnation as provided f04' in N R.C. Sections 
52.092-52.093, as a pan of the consideration moving10 Lessor for the co""nants herein made by Lessee. 

ll. APPLICABLE LAWS AND DRILLING RESTIUCTJONS: This lease shall be subject to all rulC$ and regulations, and amendments thereto, promulgated by the Commissioner of the 
General Land Office govcroing drilling and producing operations on PenDancnt Free School Land (specificaUy including any rules promulgated that relate to plans of operations), payment of 
royaltiC$, and auditin& procedures, and shall be subjet1 to all other valid staiUtes, rules, regulatiOtU, orders and ordinances that may affect operations under the provisions of this lease. Without 
limiting the generality of the foregoing. l..cssee hereby agrees, by the occeptance of this lease, to be bound by and subject to all starutory and regulatory provisions relating to the General land 
Office's audit billing notice and audit hearings proccdw"CS. Said provisions an: cwrcntly found 1131 Texas Administnuivc Code, Chapter 4, and Texas Natural Rcsow-ces Code Sections 52.135 
and 52.137 through 52.140. In the event this lease coven land franchised or leased ot otherwise used by a navigation district or by the United States for the purpose of navigation 04' other 
purpose incident to the operation of a pon, then Lessee shall not be entitled to enter or possess such land without prior approval as provided under Sccrion 61 .117 of the Texas Water Code, but 
Lessee shall be entitled to de""IOp such land for oil and gas by directional drilling; provided, however, that no surface dn11ing location may be nean:r than 660 feet and special permission from the 
Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet mcaswed 11 right angles from the oearc.st bulkhead line or from the nearest dredged 
bottom edge of any channel, slip, or turning basin which has been authoriud by the United States as a federal project for future construction, whichever is nearer . 

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove the cuin& or any part of the equipment from any 
producins. dry, or abandoned weU or wells without the written tonsctlt of 11\C Commissioner of the General Land Office or his authoriud representative; nor shall Lessee, without the wrinen 
consent of said Conunissioner or bi.s authorized representative remove from the leased premises the casins or any other equipment, material, machinery, appliances or prOperty owned by Lessee 
and used by Lessee in the d.....,lopment and production of oil or ps therefrom unnl all dry or abandoned weUs have been plugged and until all slush or refuse pits have been properly filled and all 
broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized representative . 

14. FORCE MAJEURE: Should Lessee be prevented from cornplyins with any express or implied covenant of this IC3Se, from cor.ductin& drilling operations thereon, or from producing oil 
andlor gas lherctrom, after ctfon made in good faith, by rwoo of war, rtbeUion, riots, strikes, fires, acu of God or any order, rule iK regulation of govcmmentat authority. ' then while so 
prevented, Lessee's obligation to c04'0ply with such covenant shall be suspended upon proper and satisfactory proof pr.,cntcd to the Commissioner of the General Land Office in support of 
Lessee's contention and Lessee shall not be liable for damage$ f04' 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 prevented, by any such cause, from drilling, reworking operations or producing oil andlor gas from the 
leased premises; provided, bow.....,r, thai nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right 10 a suspension 
under any applicable statute of this State . 

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to proven~ theft of oi~ gas, and other hydrocarbons produced 
from oaid lease. This includes, but is not limited to, the installation of all ncce"ary equipment. seals, locks, or other appropriate protective devices on or at all pccess points at the lease's 
production, gathering and storage systems wbcre theft of hyclrocarWns can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and sball pay the State ofTexas 
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft. 

26. REDUCTION OF PAYMENTS: If, during the primary term. a portion of the land covered by this-lease is included within the boundaries of a pooled unit that has been approved by the 
School Land Board in accordance with Natural Resowt:C$ Code Sections 52.151-52.153, or if, II any time after the expiration of the primary tenn or the extended term, this lease covers a lesser 
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or 
otherwise severed, so ~~ payment.s determined on a per acre basil under tho terms of this lease during the primary tenn shall be calculated based upon the number of acres ouuide the boundaries 
of a pooled unit, or, if after the expiration of the primary tcnn, the nwnber of acres actually retained and covered by this lease. 

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contoioed herein shall c~tcnd to and be binding upon the heirs, executors, administrators, successors or 
assigns of Lessee herein. 

28. ANTIQUITIES CODE: In the event that. any feature of archeological 04' historical interest on Perm 
Lessee will immediately cease activities and will immediately notify the General Land Office (A liN. 
and the Texas Historieal Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measur 
Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 
Code Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent Sch 
project location. An archaeological survey might be required by the commission before construction 
other feature of archaeological, scientific, educational, cultw-al or historic interest is encountered duri 
Historical Conunission so that adequate measures may be undcrtalcen to protect or recover such discov 

29. VENUE: Lessor and lessee, including lessee's successon and assisns. hereby agree that venu 
regarding inltfl're'lltion of this lease, or relating in any way to this lease or to applicable case law, statutes, ~illlii"MIIIJI~' 
County, State ofTexas. :) lOS ~\ .•'11. ~ol5 ll(. ~ ~ ">;:2~•fi:IT!(,:J ,I, I 

JO. LEASE PILiNG: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code,this lease must be filed of record in the office of the County Clerk in any county in which all or any pan of \he 
leased premises is located, and certified copies thereof must be ti led in the General Land Office. The prescribed filing fcc shall accompany the cenified copies sent to the General Land Office. 
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"ll. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of 
Teus. 

~-. 

tate of Texas under the seal of the General Land Office . 

' / 

::::=. . o-;·· ~. . F (CO.,ORATION ACKNOWCEDGMENT} 

BE>OREM< obo ~d.m""': ooohori>,'" '"' "" ~u, ,,_,}{,.~!!-~ 
kn e to be the person who-'<1 name ts subsen bed to the foregomg mstnunent, as~~(~~ of 

for the PlJtllOSCS and consideration therein expressed, in the capacity stated, and as the act and de d of said corporation. 

STATE OF ____________________ ___ 
(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF ____________________ __ 

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

known to me to be the persons whose names are subscnbed to the foregoing instnunent, and acknowledged to me that they executed the 
same for the plJtllOses and considerat.ion therein expressed. 

Given Wlder my hand and seal of office this the. _ _________ day of _ _ _ __________ ____ _. 20. _ _____ _ 

Notary Public tn and for, _ ___________ _ 
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PETROGULF CORPORATION 

2 Houston Ctr ,. 909 Fa1111n, Suite 3820 • Houston, TX 77010 • (303) 893·5400 CHECK NO. 005114 
IN PAYMENT OF DELAY RENTAL SHUT·IN ROYALT Y/MIN ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

LEASE NO 
LEASE 
DATE COUNTY 

TX0586 07/14/09 ROBERTSON 
ST TX M-110304 

PROPERTY DESCRIPTION: 
Prospect: BOSSIER PROSPECT 

S . A . & M.G.R.R. CO. SURVEY , 

ST. 

TX 

Twp Blk 

RECORDED RENTAL PERIOD 

BOOK PAGE MOS BEGINNING 

1088 516 12 07/14/10 

Sec 10708909 
Gr acs: 15.0000 Net acs: 15 .0 000 

•••• • • •••• 
• •••••• • • 

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

• •• • • • •••• 

DEPOSIT TO THE CREDIT OF: 

ACCOUNT NO. 

~y\\tJ~~ 

TOTAL AMOUNT: 
RENTAL AMOUNT: 

BANK CHARGE: 

PAYABLE TO: 
COMMISSIONER OF THE GENERAL 
LAND OFFICE - STATE OF TEXAS 
PO BOX 12873 
AUSTIN, TX 78711-2873 

75 . 00 
75.00 

DI\LAnn 



4Cf 
File No. YV} [, J / {53 C <f 

oENIAI PAYMENT 
Date Filed: ~ j-;rr/to 

Jerry E. Patterson, Commtssioner 

By~ 

f 
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PAJG£ ARNCTT£ AM STUTZ 

OANICL C BmiNG 

JOH N W CAMP • 

SARA WILDCR CLARK 

CYNTHIA SAITCR CONNOLLY 

JAMCS N COWDeN• 

A~Y LCC OASHrCLL 6 

DOUGLAS J ACKSON OASHICLL • 

CASO L DOBSON 

RAY N DONLEY 

MARK W C:IOM AN 

WALLACE H SCOTT, JR 

Ct9Zo-2:005) 

rRANK DOUGLASS 

fl933·ZOOn 

SEAN P rl.AMMC.R 

ASHCR B GRIF"riN 

R CAlC H AGCNSWOLD 

MARK W HANNA 

ROBYN BIGCLOW HARGROVE: 
JOHN K HICKS 

SAM JOHNSON 

JCNNIFCR KNAUTH 

5 ABRAHAM KUCZAJ. m 
RAY LANGCN BERG' 

RICHARD P MARS HALL. JR • 

ScoTT, DouGLASS 

& M ONNICO, L.L.P. 

ON " J\~1 E I! I C A N C I·:NT I·:n 

000 LONO I!I•:SS A\' E N tlfo:. I !';TII 1"1.0011 

i\ t 'STI N, TI-:XAS 7870 1·2589 

T I, I.EPII ON E (:'; 1:.?) · I Oi>· O:lOO 

F AX (:"'>1:.!) • 17•1·()7:1 1 

\\'\\'W SC'OTTil() l !(l ('0~1 

18oA•U \. t:•t ••I:D.C•"'I'- l••A~ LAW 
1 ROAotD Ct•TIO ICD P(ASONA'- IN.tu•• 1•··~ LAw 

• a< Alit' r r•t•'•t'Ot ••o• A. (o.t~ h""(Ht Law 

• &f'AM> Ct:•t r (:~ C.A'\ 6. "'"'(llt"4 Ailr 

• ao••o c .:,u • ..-.to·CfV'If. ~~~~ELLAit: LAw 

+ 80A1tt C.C•T r I.D-AO.. N<SJ .. A1•vC LA« 

h ....... loattO O" u:o""' '\~Cl4Lo .tat oO" 

July 20, 20 I 0 

CARROLL MARTIN• 

STCVC M CONNICOU 

0 CAVIN MCGINNIS • 

CLIZABCTH N MILLeR• 

CURTIS J OSlCRLOH 

GRf:G PICRCC 

PHYLUS POUAA'o' • 

DIANA C REINHART 

JOC T SANOCRS 

STCVC SCL.BY 

OUCNTIN IDOUGI S IGCL 

CH RISTOPHCR 0 SILCO 

JOHN G SOUL£ • 

JULIC A SPRING CRt• 

RYAN S SOUIRCS 

JAN C M N WE:BRC• 

H PHILIP WHrlWORT H, J R • 

S T£\f£N J WINGARD 

In Re: Application by EnCana Oil & Gas (U A) Inc. for chool Land Board Pooling Authority 
for the EnCana/Petrogulf Adams tate Unit, Hilltop Resort (Bossier) Field, Leon County, 
Texas; tate Lease o. M-Il 0304 

VIA HAND DELI VER Y 
Mr. J. Daryl Morgan 
General Land Office 
1700 . Congress A venue, Room o. 840 
Austin , Texas 7870 I 

Dear Daryl : 

On behalf of EnCana Oil & Gas (USA) Inc., we enclose a copy of the recorded 
Ratification of Pooling Declaration for the Adams- tate Unit, Robertson County, Texas. This 
document verifies that the subject ratification was filed of record in the official public records of 
Robertson County, Texas. 

Please let us know if you need anything further regarding this matter. Thank you for 
your cooperation. 

IIPW:map 
Enclosure 
cc: David Gross, w/enc l. 

724565 

j;;J1Jj-td)d}u 
H. Philip Whitworth 
Atto rney for EnCana Oil & Gas (U A) Inc. 
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RATIFICATION OF POOLING DECLARATION 
ADAMS-STATE UNIT 

ROBERTSON COUNTY, TEXAS 

AccePted For Filing in: 
Robertson Count~ 

On : Jul l~ r 201 0 at Ol :OOP 
EYr StePhanie Snnders 

WHEREAS , a certain instrument, entitled Pooling Declaration , 
Adams - State Unit ( "Unit Agreement " ), has been executed for 
conducting Unit Operations in Robertson County , Texas , as more 
particularly described in said Unit Agreement filed of Record at 
Volume 1106, Page 236 of the Official Public Records of Robertson 
County , Texas; and, 

WHEREAS, a person may become a party to said Unit Agreement by 
signing the original of said instrument, a counterpart thereof, or 
other instrument agreeing to be bound by the provisions thereof; 

WHEREAS , the State of Texas is the owner of Royalty Interests 
in the Adams - State Unit ("Unit") and pursuant to the provisions of 
Subchapter E, Chapter 52 of the Natural Resources Code , the School 
Land Board has approved said Unit Agreement, upon the condition , 
however , that the Working Interest Owners agree to the terms 
hereinafter set forth in consideration of the commitment of the 
State ' s Royalty Interests to said Unit , and the Commissioner of the 
General Land Office is authorized by said statute to commit the 
State ' s royalty interests to said Unit on behalf of the State : 

NOW THEREFORE, KNOW ALL MEN BY THESE PRESENTS, that the 
undersigned , the Commissioner of the General Land Office of the 
State of Texas, acting on behalf of the State, for and in 
consideration of the premises and the benefits anticipated to 
accrue to the State under said Unit Agreement, does hereby commit 
to said Unit Agreement the Royalty Interests of the State of Texas 
as described in said Unit Agreement, and does hereby agree that the 
State of Texas shall be bound by all of the provisions of said Unit 
Agreement , except as hereinafter set forth , the same as if the 
undersigned had executed the original or a counterpart of said Unit 
Agreement . 

This instrument is executed by the undersigned upon the 
condition that the Working Interest Owners agree to the following 
terms in cons{deration of the commitment of the State ' s Royalty 
Interest to said Unit : 

PURPOSES : 1. 

This Ratification of Declaration of Pooling ( "Ratification " ) is 
made for the purposes of conservation and utilization of the pooled 
mineral , to prevent waste, to facilitate orderly development and to 
preserve correlative rights . To such end , it is the purpose of 
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this Ratification to effect equitable participation within the Unit 
formed hereby . This Ratification is intended to be performed 
pursuant to and in compliance with all applicable statutes, 
decisions, regulations , rules, orders and directives of any 
governmental agency having jurisdiction over the production and 
conservation of the pooled mineral and in its interpretation and 
application shall , in all things , be subject thereto . 

UNIT DESCRIPTION: 2 . 

The oil and gas leases, which are included within the pooled unit, 
are described in the Unit Agreement as Exhibit "A" to which leases 
and the records thereof reference is made for all pertinent 
purposes . The pooled unit consists of the 704 acres as described on 
Exhibit "B" and shown on a plat as Exhibit "C" to the Unit 
Agreement. 

MINERAL POOLED : 3 . 

The mineral pooled and unitized ( "pooled mineral " ) hereby shall be 
gas including all hydrocarbons that may be produced from a gas well 
as such wells are recognized and designated by the Railroad 
Commission of Texas or other state regulatory agency having 
jurisdiction over the drilling and production of oi l and gas wells. 
The pooled mineral shall extend to all depths underlying the 
surface boundaries of the pooled unit ( "unitized interval " ) , 
provided that the State Lease as described in Exhibit A is subject 
to its Paragraph 7 (B) , which provides for the termination of 
certain depths two years after the end of the primary term, unless 
such depths are otherwise maintained pursuant to the provisions of 
such State Lease . 

POOLING AND EFFECT: 4 . 

The State ' s interest which is within the Unit Area 
committed thereto to the extent and as above described 
unit and do unitize and pool hereunder the State's tract 
in the Unit Agreement, for and during the term hereof, so 
pooling or unitization shall have the following effect : 

is hereby 
into said 
described 
that such 

(a) The unit, to the extent as above described, shall 
be operated as an entirety for the explo rat ion , 
development and production of the pooled mineral, 
rather than as separate tracts . 

(b) All drilling operations , reworking or other 
operations with respect to the pooled mineral on 
land within the Unit shall be considered as though 
the same were on each separate tract in the Unit, 

2 
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regardless of the actual location of the well or 
wells thereon , for all purposes under the terms of 
the respective leases or other contracts thereon 
and this Ratification . 

(c) Production of the pooled mineral from the Unit 
allocated to each separate tract, respectively , as 
hereinafter provided, shall be deemed to have been 
produced from each such separate tract in the Unit , 
regardless of the actual l ocation of the well or 
wells thereon, for all purposes under the terms of 
the respective leases or other contracts thereon 
and this Ratification . Provided that, if any State 
Lease described in Exhibit " A" of the Unit 
Agreement contains provision 4(E) VARIABLE ROYALTY , 
and a unit well is not located on such State Lease 
and a reduced royalty has not otherwise been 
earned, then a reduced royalty may be earned by 
unit production, but it shall only apply to the 
acreage included within the unit . Acreage outside 
of the unitized area must earn a reduced royalty 
independently. 

(d) All rights to the production of the pooled mineral 
from the Unit, including royalties and other 
payments , shall be determined and governed by the 
lease or other contract pertaining to each separate 
tract , respectively, based upon the production so 
allocated to such tract only , in lieu of the actual 
production of the pooled mineral therefrom. 

(e) A shut-in oil or gas well located upon any lease 
included within said Unit shall be considered as a 
shut-in oil or gas well located upon each lease 
included within said Unit ; provided , however, that 
shut - in oil or gas well royalty shall be paid to 
the State on each State lease wholly or partially 
within the Unit, according to the terms of such 
lease as though such shut-in oil or gas well were 
located on said lease, it being agreed that shut-in 
royalties provided in each State lease shall not be 
shared with other r oyalty owners or otherwise 
diminished by reason of this Ratification . 

(f) Notwithstanding any other provision hereof , it is 
expressly agreed that each State lease may be 
maintained in force as to areas lying outside the 
unitized area only as provided in each such lease 
without regard to Unit operations or Unit 

3 
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production. Neither production of the pooled 
mineral , nor Unit operations with respect thereto, 
nor the payment of shut-in royalties from a Unit 
well , shall serve to hold any State lease in force 
as to any area outside the unitized area regardless 
of whether the production or operations on the Unit 
are actually located on the State lease or not . 
"Area " as used in this paragraph shall be based 
upon surface acres to the end that, except as may 
be provided in each State Lease , the area inside 
the surface boundaries of the Unit, if held , will 
be held as to all depths and horizons . 

(g) If the Railroad Commission of Texas (or any other 
Texas regulatory body having jurisdiction) shall 
adopt special field rules providing for oil and/or 
gas proration units of less than 704 acres, then 
Lessee agrees to either (1) drill to the density 
permitted by the Railroad Commission, (2) make 
application to the School Land Board of the State 
of Texas to reform the Unit to comply with Railroad 
Commission unit rules, or (3) make application to 
the School Land Board of the State of Texas for 
such r emedy as may be agreeable to the Board . 

(h) This Ratification shall not relieve Lessee from the 
duty of protecting the State lease from drainage 
from any well situated on privately owned land 
outside the Unit Area or as to any mineral not 
pooled hereby , but , subject to such obligation , 
Lessee may produce the allowable for the entire 
unit as fixed ' by the Railroad Commission of Texas 
or other lawful authority, from any one or more 
wells completed thereon . 

(i) There shall be no obligation to drill internal 
offsets to any other well on separate tracts within 
the Unit Area , nor to develop the tracts 
separately, as to the pooled mineral . 

(j) Should the Unit Agreement terminate for any cause, 
the leases and other contracts affecting the lands 
within the Unit , if not then otherwise maintained 
in force and effect , shall remain and may be 
maintained in force and effect under their 
respective terms and conditions in the same manner 
as though there had been production or operations 
under said lease or contract and the same had 

4 
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ceased on the date of the termination of the Unit 
Agreement . 

ALLOCATION OF PRODUCTION : 5 . 

For the purpose of computing the share of production of the pooled 
mineral to which each interest owner shall be entitled from the 
Unit , there shall be allocated to each tract committed to said Unit 
that pro rata portion of the pooled mineral produced from the Unit 
which the number of surface acres covered by each such tract and 
included in the Unit bears to the total number of surface acres 
included in said Unit , and the share of production to which each 
interest owner is entitled shall be computed on the basis of such 
owner ' s interest in the production so allocated to each tract . 

TAKING ROYALTY IN KIND : 6. 

Notwithstanding anything contained herein to the contrary, the 
State may , at its option, upon not less than sixty (60) days notice 
to Lessee , require that payment of all or any royalties accruing to 
the State under this Ratification be made in kind, without 
deduction for the cost of producing, gathering, storing, 
separating , treating , dehydrating , comp ressing , processing , 
transporting and otherwise making the oil, gas and other products 
produced hereunder ready for sale or use . 

FULL MARKET VALUE : 7 . 

In the event the State does not elect to take its royalty in kind, 
the State shall receive full market value for its royalty 
hereunder, such value to be determined as follows: 

(a) As to royalty on oil by ( 1) the highest posted 
price , plus premium, if any , offered or paid for oil, 
condensate , distillate , or other liquid hydrocarbons, 
respectively , of a like type and gravity for the field 
where produced and when run , or (2) the highest market 
price thereof offered or paid for the field where 
produced and when run , or (3) the gross proceeds of the 
sale thereof , whichever is the greatest ; 

(b) As to royalty on gas , such value to be based on (1 ) 
the highest market price paid or offered for gas of 
comparable quality for the field where produced and when 
run , or ( 2) the gross price paid or offered to the 
producer , whichever is the greater . 

5 
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(For the purposes of this Ratification " field" means the general 
area in which the lands covered hereby are located . ) 

EFFECTIVE DATE : 8 0 

Upon execution by the Commissioner of the General Land Office of 
the State of Texas this Ratification shall become effective as of 
May 11, 2010. 

TERM : 9 . 

This Ratification shall remain in effect so long as the pooled 
mineral is being produced from said Unit , or so long as all leases 
included in the pooled Unit are maintained in force by payment of 
delay rentals or shut - in oil or gas well royalties, by drilling or 
rework , or by other means , in accordance with the terms of said 
leases. Nothing herein shall amend or modify Section 52 . 031 of the 
Natural Resources Code , or any of the provisions thereof , which are 
contained in any State lease covered by this Ratification . 

STATE LAND: 10 . 

Insofar as the royalty interest of the State of Texas in and under 
any State tract committed to the Unit is concerned , this 
Ratification is entered into , made and executed by the undersigned 
Commissioner of the General Land Office by virtue of the authority 
and pursuant to the provisions of Subchapter E, Chapter 52 , of the 
Natural Resources Code, authorizing the same , after the 
prerequisites , findings and approval hereof , as provided in said 
Code having been duly considered , made and obtained . 

DISSOLUTION: 11. 

The Uni t Area covered by this Ratification may be dissolved by 
Lessee , his heirs , successors or assigns , by an instrument filed 
for record in Robertson County , Texas , and a certified copy thereof 
filed in the General Land Office at any time after the cessation of 
production on said Unit or the completion of a dry hole thereon 
prior t o production or upon such other date as may be approved by 
the School Land Board and mutually agreed to by the undersigned 
parties , their successors or assigns. 

RATIFICATION/WAIVER : 12 . 

Nothing in this Ratification, nor the approval of this Ratification 
by the School Land Board, nor the execution of this Ratification by 
the Commissioner shall : (1) operate as a ratification or revivor of 
any State lease that has expired, terminated , or has been released 
in whole or in part or terminated under the terms of such State 

6 
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lease or the laws applicable thereto ; (2) constitute a waiver or 
release of any claim for money, oil , gas or other hydrocarbons, or 
other thing due to the State by reason of the existence or failure 
of such l ease ; (3) const i tute a waiver or release of any claim by 
the State that such lease is void or voidable for any reason , 
including, without limitation, violations of the laws of the State 
with respect to such lease o r failure of consideration; (4) 
constitute a confirmation or recognition of any boundary or acreage 
of any tract or parcel of land in which the State has or claims an 
interest ; or ( 5) constitute a ratification of , or a waiver or 
release of any claim by the State with respect to any violation of 
a statute , regulation, or any of the common laws of this State, or 
any breach of any contract , duty, or other obligation owed to the 
State. 

COUNTERPARTS : 13 . 

This Ratification may be executed in counterparts and if so 
executed shall be valid, binding and have the same effect as if all 
the parties hereto actually joined in and executed one and the same 
document . For recording purposes and in the event counterparts of 
this Ratification are executed , the executed pages, together with 
the 
pages necessary to show acknowledgments may be combined with the 
other pages of this Ratification so as to form what shall be deemed 
and treated as a single original instrument showing execution by 
all parties hereto . 

IN WITNESS WHEREOF, the parties hereto have executed this 
Ratification upon the respective dates indicated below . 

Date Executed 

STATE OF TEXAS > l. I :: !\ L -.' . (. 

Legal ~ 
By : 

Content b 
Geology l[ ,· 

) ' .. 
w.~~ 

... · .. '"• .'. 
Executive 

Dod Bk Vo 1 P9 
20103142 OR 1111 91 



Date Executed .Jv"e IS O?o to 

ENCANA OIL & GAS (USA) INC . 

Its : Attorney- In- Fact 

Date Executed JiuJ6 11. 2010 
I 

PETROGULF CORPORATION 

Doc Bk Vo1 P9 
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CERTIFICATE 

I, Stephanie Crenshaw , Secretary of the School Land Board of the 
State of Texas , do hereby certify that at a meeting of the School 
Land Board duly held on the 4th day of May, 2010, the foregoing 
instrument was presented to and approved by said Board under the 
provisions of Subchapter E, Chapter 52 , of the Natural Resources 
Code , all of which is set forth in the Minutes of the Board of 
which I am custodian . 

IN TESTIMO~: WHEREOF , witness my hand this the 
,_Ju.no -<' , 2010 . 

21)~ day of 

STATE OF TEXAS 

COUNTY OF DALLAS 

This instrument was acknowledged before me on June 15 
2010 , by Mark A. Virant ·as Attorney-In-fact of EnCana Oil & Gas 
(USA) Inc ., a Delaware corporation on behalf of said corporation . 

Notary Public in and for the State of Texas 

I
. ~,,,w,,,, 

.,.~,~~.'.~~~~,$ DEBRA A. MITCHELL 

~
r:·~(~ Notary Publi~. ~tate of Texas 
:;~.~::;.§ My Comm1ss1on Exp1res 
~,,:l,f,f,~,\~~.i· October 07 , 2013 

9 
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.• 

STATE OF COLORADO 

COUNTY OF :Df::NV 6R 

This instrument was acknowledged before me on :June; \7
1 

9() I() 
2010 , by BE-e-r\ A. PeNNIN6ThN as 

B'i,UU:hve; \[ \·Ce.- Pa.sldtn± of Petrogulf Corporation , a 

corporation on behalf of said 
corporation . 

.. 

Notary Public in and for the State of Colorado 

NICOLE A SPROVERI 
Notary Public 

State of Colorado 

My Commission explrtl JuM i 11 , 201 2 

D o c Bk 
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TX0586 07/14/09 ROBERTSON 

CHECK DATE 06 / 20/11 
REMARKS : 

DEPOSIT TO THE CREDIT OF : 
TAX I . D.: 74-6000108 
PAYABLE TO: 

TOTAL AMT : 75 . 00 

COMMISSIONER OF THE GENERAL 

TX 1088 516 12 07/14/11 

005257 

IMPORTANT 
The attached checl< as for the person(s) named above PLEASE DATE. SIGN AND RETURN 
THIS RECEIPT on the day you receove 11 If directed to a bank. please deposollhe amount to 
the credo! or the person(s) named above and date sogn and return the receopl on the day you 
receove ot II correspondence IS requored. please make reference to lease number 

DATE: JUN 2 4 2011 
SIGN HERE: ~ RENTAL PAYMEN~ t' , __ 



PETROGULF CORPORATION 

2 Hou~on Ctr • ~09 Fanmn, Suite 3820 • Houston, TX 77010 • (303) 893-5400 CHECK NO. (105257 
IN PAYMENT OF DELAY RENTAL SHUT-IN ROYALTY/MIN ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

LEASE NO 
LEASE 
DATE COUNTY 

TX0586 07/14/09 ROBERTSON 
ST TX M-110304 

PROPERTY DESCRIPTION: 
Prospect : BOSSIER PROSPECT 

• S . A. & M.G.R.R . CO . SURVEY, •••••• • • A-838 

RECORDED RENTAL PERIOD 

ST BOOK PAGE MOS BEGINNING 

TX 1088 516 12 07/14/11 

11712304 
Twp Blk Sec 

• .... ., . Gr acs : 15 . 0000 Net acs : 15 . 0000 
• • 
• 
•••• • •••• 

•• • • • • • • • 
• 

• •• • • • •••• 

DEPOSIT TO THE CREDIT OF: 

ACCOUNT NO. 

TOTAL AMOUNT: 
RENTAL AMOUNT: 

BANK CHARGE: 

PAYABLE TO: 
COMMISSIONER OF THE GENERAL 
LAND OFFICE - STATE OF TEXAS 
PO BOX 1287 3 
AUSTIN, TX 7871 1 - 2873 

75 . 00 
75 . 00 

RIV-400 
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From: 
To: 
Date: 
Subject: 

Harriet, 

Ladell Collier 
Dunne, Harriet 
4/10/2012 7:37AM 
MF110304 

Lease MF11 0304 is in a producing unit. 





GROSS & NELSO N 
ATTOR N EYS AT LAW 

12400 Hwy. 71 West 
Suite 350-230 

Austin, Texas 78738 

( 512) 263-8046 

FAX (512) 263-2702 

CELL: (512) 497-1111 

dgross@grossandnelson.com 

WRITER'S DIRECT DIAL UMBER IS (512) 263-8046 

VIA HAND DELIVERY 

Tracy Throckmorton 
Energy Resources Di vision 
Texas General Land Office 
P.O. Box 12873 
Austin, TX 787 11-2873 

January 19,20 10 

Re: M - 11 0304 

Dear Ms. Throckmorton: 

Tract 5-0 of the Navasota River 
Robertson County, Texas 

This Jetter is written to you on behalf of Petrogul f Corporation ("'Petrogul f '). At 
the July 14 2009 lease sale ghostly fo r him the General Land Office awarded Petrogulf a 
lease on the roughly 15 acre Navasota Ri ver tract referenced above. I am writing thi s 
letter in order to request the Commissioner's consent to the Mineral Interest Pooling Act 
("MJPA") pooling of a ll or a portion of that Lease into a pooled unit fo r an offsetting well 
located on private lands. Petrogulf seeks the Commissioner's consent pursuant to 
V.T.C.A. atura l Resources Code§ I 02.004(d). 

Attached is a well location plat fo r the Encana Oil & Gas (USA) lnc. ("Encana") 
Litt le 4 Ranch Lease We ll No. 3 (API 42-289-3 1798) located in Leon County, Texas 
("Well"). Accordi ng to that plat the Well's permitted location is approximately 800 feet 
from the Ri ver Lease. It was permitted by the Rail road Commission on January 15, 2009. 
Also attached is a copy of the Form G- 1 fo r that well , indicating a Jul y 22, 2009 
completion test date. So. roughly eight days a fter the Lease was awarded to Petrogulf, 
Encana completed the Well approximately 800 feet from the River Lease. 

Petrogulf does not have any seismic data or subsw-face well control data. It does 
not know him and whether the Ri ver Lease is or is not producti ve or is or is not being 



G ROSS & NEL SON ATT O RNE YS 

drained by the Well. However, because the Well is located less than 1000 feet from the 
Ri ver Lease Petrogul f is naturally concerned that it fulfil l its lease obligations. 

Petrogulf has had several communications with Encana representali es 
concerning the Well and the River Lease. Petrogu lf has proposed a voluntary pooling to 
Encana but that offer has been rejected. Encana is wil ling to discuss a pooling of the 
Ri ver Lease into a unit fo r a drilling well and possibly future wells that it may dril l in this 
area, but to dale it has been unwilling to agree to a pooling of all or a portion of the River 
Lease into a pooled unit for the Little 4 Ranch Wel l No. 3. Because these discussions 
have been unfruitfu l, Petrogulf plans to extend a statutory fa ir and reasonable voluntary 
pooling offer to Encana pursuant to the MIPA. If this offer is rejected. then Petrogulf 
plans to file an MIPA pooling application with the Rail road Commission. 

Of course, tate Lands are only subject to MlPA pooling if the Land 
Commissioner consents to such pooling. Petrogu lf respectfully requests the 
Commissioner's written consent pursuant to MIPA §102.004 (d). We ask that the 
Commissioner's consent extend to a pooling of all or a portion of the River Lease into a 
MIPA pooled unit fo r the Encana Little 4 Ranch Lease Well o. 3 in the Hilltop Resort 
(Bossier) Field. 

After you have had an opportunity to review request please contact me if I can 
provide you with any add itional in fo rmation. Thank you very much fo r your attention to 
this matter. 

Enclosures 

Tracey Throckmorton 
January 19, 2010 
Page2 
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Proposed Little 4 Ranch Well No. 3 Pooled Unit 
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Proposed Little 4 Ranch Well No. 5 Pooled Unit 



Proposed locollon Is S 78 VI - 4.7 mlles from Wealthy, Tx. 
Proposed Location Is 700' Sc. FSEL & 
48,850' Sc. FNEL of the J. VIESCA SUR., A-30. 

All BEARINGS, DISTANCES ANO COORD:NATES 
SHOl'IN HEREON ARf 8ASEO Oii G.P.S. DATA 
CONVER'T£0 70 lliE TEXAS COORDl.~ATE SYSTEM. 
CDITRAL ZONE (NAO 1927) 

--·--- --

PROPOSED LOCATION 
NAO 27 OATA-TX.c .z. 

LAT: 31"00'47.83" 
LON: -96"15'25.88" 

X: 3,276,606 
Y:513,135 

ELEV: 269' Sc. 

CALLED 532.8 ACRE LEASE 

CALLED 88 AC. 
299/583 

Acreage shown hereon furnished by others. 

o· 1000· 2000' 3000' 

~~-~- ! 

WELL LOCATION PLAT 
ENCANA OIL & GAS (USA) INC. 

J. VIESCA 
A-30 

LITTLE 4 RANCH N0.3 
LEON COUNT~ TEXAS 

SCALE: 1" = 1000, 

PREPARED BY: 

a.f\.1>,"41rrtE~RAN"'"'""c""H,----cAttm- , 6,Ac-. - -------- - ---~+ANG-JG~ ·· -
'}.).".,' NO. I 299/561 :;::D URYEYING TYLER. LLC 

, , ' 6381 N<:'11 Cop eland Road 
Tyler. Tc.xu 75703 

(903) 534-0174 ,ea ,.. ........ , .... 
ff ",~·,-£ ,,," CALLEO 204.5 AC. 
~ ___ _:§, -,..:::."' .1'... 293/345 

CALLED 1181 AC. LEASE 
953/757 (Tr-1) 

LITTLE 4 RANCH1', -r-- - --- ---------------
N0.3 bP.._J. ' '---------------------------------------------- 48 8 I 

----------- ------ - - ----- , SO Sc.11.r- ·, 
I -------------- --
1 ;:--~~---i.~~~~--.;...c--_,__~~~--M-,--l--~~~ i 

S.A. & M.G.R.R.CO . . 
A-838 

SURVEY LINE AS DESCRIBED IN CALLED 
204.5 ACRE LEASE TRACT (293/345) 

SURVEY LINE AS SHOWN BY PLAT OF SURVEY 
OF HILL TOP LANO CO., LID. 1163.29 ACRE TR. 
PREPARED BY RICHARD J. REED RPLS #1593 
ANO DATED 12/30/1996 

Tho informaUon r:antoinad on this plal ,3 in tondod (or tho 
solo uso of ENCANA OIL 4' GI\S (US!,) INC. 

F. ~:,2,AV~ 
BY: . / · 

JOHN R. N 
STA~NO. 4898 

1/7/2009 T81 500 



Proposed loco lion ls S 78 W - 4. 7 mlles from Wealthy, Tx. 
Proposed Locollon Is 700' Sc. FSEL & 
48,850' Sc. FNEL of the J. VlESCA SUR., A-30. 

All BEARINGS, DISTANCES AND COORO:NATES 
SHO'/JN HEREON AR£ BASED Oii G.P.S. DATA 
CONV(RTED TO lliE TEXAS COORJ>IHA TE S'tSTEM, 
CENTRAL ZONE (NAO 1927) 

PROPOSED LOCATION 
NAO 27 DATA-TX.C.Z. 

LAT: 31'00'47.83" 
LON: -96'15'25.88" 

X: 3,276,606 
Y:513,135 

ELEV: 269' Sc. 

CALLED 532.8 ACRE LEASE 

CALLED 88 AC. 
299/583 

Acreo9e shown hereon furnished by others. 

01·!'.~~~1 ~00~0; ·;;~~200 .... · o.· --•3
1111
000· ~- -

WELL LOCATION PLAT 
ENCANA OIL & GAS (USA) INC. 

. ___ '!.: ,VIESCA 
A- 30 

LITTLE 4 RANCH N0.3 
LEON COUNT~ TEXAS 

SCALE: 1" = 1000' 
----- ----

PREPARED BY: 

CAttED- 167- AC-. - ,----------~+ANG-~~--- ---~ 
299/561 -:;;:J)' UJWEYJNO TYLE:J\.. U.C 

8. --~ 
~ ',~o· .,--'-

ti;>~ ',~ /~ CALLEO 204.5 AC. 
- - - ~ ~/-1. 293/345 

CALLEO 1 181 AC. LEASE 
953/757 (Tr-1) 

6381 N= Copel a nd l\.o~d 
Tyler , Te.x is 75703 

(903) 534-0 174 

unLE 4 RANcHY,, -r--- --- - ------- ----- --
No.3 ,..,. ,..._ 

IS --------------------------------------------- I r------1.:.1 _· -----r--........ .:----------~-,-l_--_-_-_-_--_-_-_-_--_-_-_-______________________ j~~~Q-~.c.11r-~ 

S.A. I 

SURVEY ll/'IE AS DESCRIBED IN CALLED 
204.5 AC E LEASE TRACT (293/345) 

SURVEY LINE AS SHOWN BY PLAT OF SURVEY 
OF HILL TOP LANO CO., L TO. 1163.29 ACRE TR. 
PREPARED BY RICHARD J. REED RPLS /11593 
ANO DATED 12/30/1996 

F. ~~1~ 6AV~ 
BY: ' / · 

JOHN R. N 
STA==NO. 4898 

1/7/2009 T81500 



A PI No. 
42-289-31808 

Dn lling Pennil # 
678883 

SWR Eltception Cu.\C/Dockel o. 

RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVISION 

APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER 
T/1i~facsimile IV-I was generated e/ectm 11icallyfmm data submiued tn the RRC. 

A a rtificatin11 nf the a111nmared data is available in the RRC's Austin office. 

FORM W-1 0712004/ 

Permil Status: Approved 

/ 
I. R RC Oper.uor No. 

251691 

2. Operator's NWTIC (a., shown on form P-5. Organiwtion Report) 3. Operator Addres, (include , trcet, c ity. slntc. Lip): 

ENCANA OIL & GAS(USA) INC. 

5 
4. Lca,c Name LITTLE 4 RANCH I 5

· Well No. 

'GENERA't:'!NFORMATlGN'://':::;., 

6 Purpose o f fi ling (marl. ALL :ipproprime boxe,): [xJ 'ew Drill 

[xJ Amended 

D Rccompletion D Recla.ss D 
O Amended as Drilled (OHL) (Also File Form W- ID) 

/ 
Field Transfer D Re-Enter 

/ 
7. Wellborc Profi le (nmrl. ALL appropriate boxes): O Hon,ontal (Al-.o File Funn W-1 HJ O Directional (Also F,il~onn W-ID) O Sidelrack 

!!. TOlal Deplh I 9. Do }OU have the right to develop lhe 'X1 O I . · · / 
19500 

. al d . 
1 

f ? ~ Yes 1'0 10. 1, lhi;, wcll ,ubJcn to S tatewide Ruic 36 (bf drogcn , ulfidc area)? mmcr· , un er uny n g ll-o -wuy . / O Yes Ix] No 

SlJBt'Ac.~tdCA rtON ANiiA:Cf.lEAGEt tN rofuiAAi:JON ::: '\\.::,:::: :,::;:::: '::':: :::::· :, :· . =·:(=:::, ··:/::)'.\:;;: /: :·· ::. >. { \,:(::=ttt): >"" ;.; :·:: .. ::~ :::::= .,: / ·,.:./ft:,''{\'::. ,:: ::: :,: :: . ·{j:(}')t)?{/) / ··:::: 
I I RRC District o 1 12. County 

05 LEON 13. Surface Location ~ Land )2l Bay/Eslllary O Inland Waterway O Offshore 

14 This we ll i, to be located 4.2 

15. Section 116. I31ock 117. urvey 

2 1. Leu.,e Pcrpendiculan.: 1429 

22. Survey Perpendicular;,: 2983 

SW direction from WEALTHY which i, the nearest lown in lhe county o f lhe well , ile. m iles in a -------

VIESCA, J M I HI. ~1ract No. 

A-30 
19. Di, tancc to nearest lea.se line: 

1429 fl. 

20. Kumbcr of contiguou, acre, in 
lca!>C, pooled unit, or unit i,,ed m1c1. 

fl from the ____ ...;.N_W _____ lioe and ___ 1-'5""5""2'---- ft from the _____ N-.::E;...._ ___ _ liue 

ft from 1he SE line and 44840 ft from the NE line. 

532.8 

23. b 1his a pooled unit? 0 Ye., ~ o 1 24. Uni1izntion Dockel No: / 1 25. Arc you upplying for Substandard Acreage Field? 0 Ye, (attach Fonn W- IA ) ~ No 

AELO) NFORMATION' =: li:s't. all fields· of anlitli:>'ated .c·ompJetl('.);rf mc.ludmci. Wifdcat/ t:lst ·one zone pedmeJ ::?/ t:: : ··========= .~,, 

26 RRC 27. Field 'o . 28. Field Name (exactly as shown ,n RRC rec()F({,) 29. Well Type 
Di, lrict No. 

05 41515250 HILL TOP RESORT (BOSS1ER) Gas Well 

/ 

/ 

;' 

RR_yUse Only .,,. Dwn YruJd:u.ion 'l:imcSlooip: :,. ,::!Yfur 1"2,a@ 11:GiAJvf{ 'AS: Approvcd' Version ). 

Page 1 of 1 

30. Completion Deplh 3 1. Distance lo Keares1 32. Number of Well, on 
Well in this Rc.,crvoir thi, lease in thi, 

Rt!M!rvoir 

19500 1824.00 4 

Certificate: 
I ccnif) lh:u infonna1ion stated in Lhi, application is U'UC und comple1c, to !he 
best of my knowledge. 

Beverly Hatfield , Regulatory Analyst 
Name of filer 

Mar 10, 2009 
Drue , ubmiued 

(214)7237413 beverly.hatfield@encana.com 
Phone E-mail Addres, (OJYJ'IONALJ 



Proposed location is S 86 W - 4.2 miles from Weal thy, Tx. 

Proposed Location is 2,983' Sc. rSEL & 
44,840' Sc. FNEL of the J . VIESCA SUR., A- 30. 

All BEARINGS, OtS1ANCES ANO COOROINAl'ES 
SHOV.N HEREON ARE 0ASEO ON G.P S. DA TA 
CONIIERTtO TO lHC lDCAS COOROI NA Tr SYS TEI( 
CENTRAl ZONt (NAO 1927) 

PROPOSED LOCATION 
NAD 27 DATA- TX.C.Z. 

LAT; 31.01'28.41• 
LON: - 96'15°01.58° 

X: 3,278,568 
Y: 517,310 

ELEV: 288' Sc. 

0 
N0.3 

S.A. & M.G.R.R.CO. 
A-8J8 

CALLED 532.8 

I 
I 
I 
I 

CALLED 88 AC. 
299/583 

: CALLED 167 AC. 
: 299/561 
I 
I 

ACRE:LEASE 
I 

I 
I 
I 
I 
I 
I 

"'' co, 
OD I ~. 

I 

PR£PARED 8Y: 

Sil~~~~ 
6381 Jt,lc,, Copc Lu d 11,.o .. d 

Tyler . T c x>os 75703 
(903) 534-0 174 

Acreage shown hereon furnished by others. 

2000' 3000' ~------'----~ ........ , 
WELL LOCATION PLAT 

ENCANA OIL & GAS (USA) INC. 
UTILE 4 RANCH N0.5 
LEON COUNTY, TEXAS 

SCALE: 1" = 1000' 

I 
- ------------- ---- ---------- ---- 44,840'_Sc. 1u-- i 

CALLEO 1181 AC. 
953/757 (Tr- 1) 

J. VIESCA 
A- 30 

The informotr<Jtt contointM on tnis plot is ,'ntendtld for lht:t 
S<>lc vse of ENCAJ,/1,. OIL .le t.olS (USlt) IIIC. 

F. M. DAVIS ~ 

A-1286 .. ~/ ,,rZ' 
JOHNR.IN 
STAT£ OF T~ R.P.L.S. NO. 4898 

03/05/2009 190136 



API 'o. 
42-289-31798 

Drillmg Permit # 
677255 

SWR Excep«ion Ca.,c/Docket No. 

RAILROAD COMMISSION OF TEXAS 
OIL & GAS DIVISION 

APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER 

FORM W-1 07120~ 

Permit St:nus: Approved 

Thi,fac.,imile W-J ll'O< generated e/ectm11ical/yfmm data wbmi11ed tn the RRC. / 
A certtfit'Qtin11 nf the a111n11101ed data is Ol'ailable i11 the RRC's Austm n}Jicc. 

I . RRC Opcr.uor No. 

251691 

2. Operator\ amc (a, shown on fom1 P-5. Organi£.ation Report) 3. Operator Address (include street. city, ,tate, 1.ip): 

ENCANA OIL & GAS(USA) INC. 

/ 3 
4 . l..ca.,e Name I 5. Well No. 

LITTLE 4 RANCH 

GENERAL lNFORMATIOl'i} .:·: 
lxJ cw Drill 

O Amended 

O RL-completion O Recla.ss O Field T ramfcr / 

O Amended :1, Drilled (BHL) (Also File Fonn W- ID) 

6. Purpose of filing (marl ALL appropriate boxe,) : O Re-Enter 

7. \Vellborc Profile (mark ALL uppropnatc boxes): ~ Vertical D Hotiwntal (Abo File Forni \V-I H) O Directional (Al,o File Funn \V- 1 D) D Sidetrack 

8· TOia! Depth I 9. Do you have the tight to develop the l&J O ."o I 10 . I, thi, wcll , ubit!Ct to Statewide Ruic 36 lhytlrogcn ,ulfide area)? 0 Y lxJ 
19500 minerals under any tight-of-way ? Yes -~ , ~-/ cs No 

:,si.J.FlFAcE ·LocA r toN AND ·AcA1=AG1rii-fro.BMAt10N ,:::::f,,.,,,,:::t='='=:, ... rt::=, ... ·:',''=::'',:= .:=:,c':f,f,,, . ,t=:::=, ·:,,,.,(:\ ..... ,.,-,,t:::''=:'·::-'''"' ""·'·""'=,,.,,,,,,.,,. :; re::., . .. ':::=t,=:=::::==:::,::=t·=·:·=,.,tt:::.r•<t===·, ... ,i'·,t:=.,,=•,'·= tt,,,,':::::,t/··:: ,,=,r:·,' .. · .,,,, 
/ 

O Bay/Estuary O Inland Waterway O Offshore 
11. RRC Oi,uict o . 

1

12. County 
05 LEON I 13. Surface Location !xi Land 

which is the nearc'1 town in the county of the well site. 14 . T hi~ well i~ to be located 4.7 SW direc tion from WEALTHY mile~ in a -------
15. Sec tion 1 16 . Block 1 17.Survey 

VIESCA, J M 1

18. AJ>~tract No. 

A-30 
19. Di,tance 10 nearc,t lea.,e line: 

700 ft. 

20. Number of contiguous acre, in 
lca.sc, pooled unit, or uni1izcd tr:ict: 532.8 

2 1. Lca.~e Perpendiculars: 700 ft from the SE 

22. Survey Perpendicu lars: 700 ft from the SE 
_ ~and 

/ line and 

-----=-8-=-0-=-0 ___ ft from the ____ ..;.N.;..W'-'-------
48850 ft from the NE 

line. 

line. 

23. I~ this a pooled unit? 0 Yes ~ o 1 24. Cnitization Oocke t o : / / 1 25. Are you applying for SubMandard Acreage Field? 0 Yes (attach Form W- IA) ~ o 

26. RRC 27. Field No. 28. Field Name (exactly a., ,hown in RRC rccQFC{,) 29 . Well T ype 
Oisuict o . 

/ 

05 41515250 HILL TOP RESORT (BOss(E°R) Gas Well 

/ 

/ 

Remarks 

l an I.S. 2.(X'l9 j l , ll AM('As Apprm 1ed.' V=i<:>n) 
. ,···,··,· .; .. :,: .,-·:·. · .. 

,::·: 
Dwa Vnudnuon .-J"'.1.m,:. ~ll!,Wp: 

/ Page 1 of 1 

30 . Complet ion Oepth 31. Oistancc 10 Neare.,t 32. Number of Well~ on 
Well in this Rc.scrvoir thi ~ lca.,;c in thi, 

Rcscn•o ir 

19500 2847.00 2 

Certificate: 
I certify thut iofom1u1ion stated in tl1is app lication i~ U'Ue and complete, to tl1e 
best of my knowledge. 

Beverly Hatfield , Regulatory Analyst 
Name of fil er 

Jan 12, 2009 
Oatc ~ubm iucd 

(214)7237413 beverly.hatfield@encana.com 
Phone J:::..mnil Address (OfYrtONAL) 

/ 



Proposed location ls S 78 W - 4.7 miles from Weolthy, Tx. 
Proposed Locolion ls 700' Sc. FSEL & 
48,650' Sc. FNEL of the J. VlESCA SUR., A-JO. 

All BEARINGS, DISTANCES ANO COORO:NATI:S 
SHOW HE.REON ARE B"5£D Oii G.P.S. DATA 
COIIVO!lEO TO lliE ID<AS COOROlllAlE S'rS1£M. 
COllRAL ZONE (NAO 19:n) 

PROPOSED LOCATION 
NAO 27 OATA-TX.C.Z. 

LAT:31·00'47.83" 
LON:-96'15'25.88" 

X: 3,276,606 
Y:513,135 

ELEV: 269' Sc. 

CALLED 532.B ACRE LEASE 

CALLED 88 AC. 
299/583 

Acreoge shown hereon furnished by others. 

o· 1000· 

~ 

WELL LOCA Tl ON PLAT 
ENCANA OIL & GAS (USA) INC. 

J. VIESCA 
A-30 

LITTLE 4 RANCH N0.3 
LEON COUNTY, TEXAS 

SCALE: 1" = 1 000' 

PRU'ARF;D BY: 

CAttED- 1 sr-p;c-. - ,- - - - ----- -R'+AN.G-]g~ ··-. -- ~ 
299/561 ::;,:))° URYEYJNG T Y L ER LLC 

CALLED 1181 AC. LEASE 
953/757 (Tr- 1) 

6381 Ne,, Co pe l and I\.oad 
Ty ler . Tex as 7570 3 

(903 ) 534-0 174 

----- - - 48 850 s I r---....i--A-~------Pr-i--L__---_---_---_---------------------· --- C-11.r--~ 

S.A. & M.G.R.R.CO. . I 

-------------------------- -

A-BJB 

SURVEY LINE AS DESCRIBED IN CALLED 
204.5 ACRE LEASE TRACT (293/345) 

SURVEY LINE AS SHOWN BY PLAT OF SURVEY 
OF HILL TOP LAND CO., LID. 1163.29 ACRE TR 
PREPARED BY RICHARD J. REED RPLS Q1593 . 
AND DATED 12/30/1996 

F. M. DAVIS 
A-1286 ~ 

BY: ' / · 

JOHNR.N 
STATE OF ElG4S R.P.LS. NO. 4898 

1/7/2009 T81500 



r 
4.:l.ilL7 ,- I an as Division 289 31798 'Orm -1 , 

uas vvell J::Sack .Pressure Test 
f APINo. 42- Rev 411/33 

' ' 7 ~RC O,IU1ct No / 

' ., 
Completion or Rcco tpl t" R 8. RR<: Gas 10 No/ 

I FIELDNAME(aspe,RRCReccrdsorWildc,u) m e ion ep ort, and Log :25 2 t..10 I HILLTOP RKS'1RT (BOSSIER) 2. L~E NAME 

3 OPERATOR'S NAME (Exacuy Little 4 Ranch 9 Wt>1No. 

u shown"" Form P.S o~arnat>on R&port 3 
Encana Oil & Gas (USA\, Inc. ' I RRC Opernio, No 

10 C<lon'¥ ol Wd s.to 
4. AODllESS 25169 1 Leon 

14001 N DALLAS PARKWAY STE 1000 : DALI .A <: TX 7';?40 
11.Purpoaeo1r,..ng 

5. location (Section, 81ocl<, and Sl.WV8y) 
VIESCA JM A-30 ~b. Distance and dlrecllon lo noare,1 town Ir\ tllis county. r.::' Poteonal bu2x 

6 K opcnilol has changed within last 60 d.)ys, name 
4 . 7 mi SW of Wealthy 

I '""' D 
former QPetator 

12. Wwotkove, or rodass, grve lom,er il<ld ('Mth resel\'Olr) & Gas ID or 
Rectas.s D ol lease no. Gas l00< OJ-0 D 13. Pipe Une Conr-. Well WtilnlClll<'don.y 

FIELD & RESERVOIR I 

' ENCANA 0.1 L.EASE # Gas - G (Excl,,,n "' remarks) 

,, 
RAILROAD COMMJSSION OF TEXAS 

O'I d G I F G 

1~ Completion or recompleclon data 115 Anyconden!Mlte on hand at IN'OO olworlcovef ts'. Type ol Elecinc or o1her Log RIMI 
' - ??- nQ or reeompl01ion7 0 Yes O No INDUCTION 

Sec:tion I GAS MEASUREMENT DATA / 
Datcotlesl 

I 
Gas Measurement Method (Check One) 

c'1a1-now 
Go, produce4 during 1e&1 

Orilic:c Flange Taps [!) POlltlve Orillce Vent P~ol 

08/02109 Meler Q " Pipe Taps O ChOQ 0 Mete< 0 Tube D , Pro,.,or D 61236 MCF 
Run Line Orif or 24 Hr Coeff. Stallc:Pmor Oiff Flow Temp. Temg FIICIO( I Gniv fK>or Comp. Fedor Volume 
NO. SW, Choke Siu Did. or Chol<e CIIOl<e Pr.u. hw <Seo- F. F~ Fg Fp., MCF/OAY 
1 4.026 2 750 54417.41 1080 129.0 114 0.9518 0.9892 1.00(4 20412 
2 ,C:.V ~::. 

3 ... ( ','C, "'""'-"' 4 ' r U -
Seciioo II ~ L>ATA AliO'NII ~SURE.CALCULATIONS 

Gravity (Ory Ca,) llonorn Hole Temperature 

0.613 
I Gravity liquid Hydrocar""'1 

NIA Deg API 
I Gu ,.A ,L~ R~\f~~tyotMo<Yr• Avg Shul-in Tcmp 

~ //).. ,... .-.. ,: 0.613 260 "F 447 'F@ 16939 (Depch) 

I vn = 
,\ ~ '"' ~'c. · 11 v'm Deft 8/3 = 42.580 v 190.32:,,, c-,G 28.11 = V 10386.69 = 101 92 

1118XO.ff8/3 47604.44 \ GL 101.92 
C= = - -- = 1693 34 --- = = 0.0602 

,1 79032 28.11 c 1693.34 
Run Time of Choke Wellhead Press. Wellhead Flow :i R R' P, P. I P, 

No. Run Min S ize Pw PSIA Temp. ' F, (Thou w nds) (Thoosands) 

Shut-In 24 Hours 13866 nc:r.8lf'::0:'-o )51 92266 
1 4320 20164 10615 · ,21 4 ... - 112678 1228.50 1509.22 '1#4 0.9934 

2 I 
3 ·- • - I -
4 

. 
r ·.:!.. 

Run ··•. ;-· P,' and P,' P, · P/ Angle of Slope 

No. F K S = 1/Z : "E" P, and P, (L'iovsa.,ds) (11\0!Jsands) 

Shut-In 0.2703 0.6031 1.177p8 16321 266387 (l ............. 45.0 
1 0.9967 0.2456 0 6319 1 16787 12397 153684 112703 n ....... . 1.000 
2 Absolute Open, Flow 

3 I 48246 MCF/OAY ............... 
4 

WELL TESTER'S CERTIFICATION I dec!Me under pen~ltles presclobed WI Sec 91 143, T•"-'• Natural Re.,,,.a,s Code that I conducJed ot supoJ\,sed lltls !esl and thal dal& and 
lacu •hown ,n SeCllons t and II a1>o<,e are INe, correct. arid complete. ID the tes1 of my know.edge Boaomho:e iempe,alure and the ol&meier and Ieng#\ of Dow s!Mg -• 

f\Jr~~cllllewell. I · 
~ ~ _ TETRA ProduCllon Tosling Services. LLC. _________________ _ 

Sign.11t1n Wt"!t Tesler / Name of Company RRC Rep,esen1at1ve 



I 
VALID PERMIT 

~" SECTIQ)l lJI llATA ON WtLL CQ\1PLETIO, A1'0 LOG (Not R,qu ,rtd oa R<1ntJ 

MJB 24 2i!U~ 17 Tn,c o( COO'.pl<uon - 11 Pcm11110 o.,n, 
I Pl1o118xk« 

Ncw\1/dl 0 Dccpc111r.r D Plue Back D Other D Ocepe:t 01115'/200 9 677255 
Rulc)7 I CASE NO 

19 Noti<:c of latc::iho.a 10 ou:1 thtJ "'cl! was fi!cd :n 1'amc o{ fa~p'.1cr1 I_ /_0000 
W1tcrlr1,on l'C.RMn NO 

EnCana Oil ' Gas (USA) Inc . PcM&tl. 

20 Nwnbcrofpcoduc111; wells on llMJ lr1K: 1n 
1h1s fteld (1c~rwu ) 1nc.lnd1nr, 1h11 \\(•II 

"'i1 TOi~f llUIOOff o(wcs 
u, 1111~ :u ,c 

SallW11ctD1spc»aJ PtMMIT NO 

I 532 . 8 
Ptr.n11 

2 / Other rERMITNO 

21 Date P1JC Bx!., U..µc t•nu. I Commmc.d I r.omplmd I l.1 DlWL'IC<IO r.<UC<i "'<II, 
Won;Q....-oc O..lhnc I I 
Opc:raltCW\J I I 

S-nc: Lase & Rucl"'OV 

:03/ 19/ 2009 b6/06/2009 284 7 
-l .C Locahon of .... -e.11, , r-1111,'IC IO 11c1:cS1 lusc boundsno 800 h:cl f·o n I 700 feel from SE LUlC.11~ 

ollco1k on ,,_.,il(;:h 1hu ""ell is located 
I NW Uncofrh<- LITTLE 4 RANCH Lcuc 

2~ Etc, .. 11on(Df. RK8.RT, OR.ElC! 116 W:1i dircc11on:ll survey mu ie o_;f'ICr LJ w 269' GR 
11\an .,cl,nihon (Fonn W-11) \'cs No 

-2., "fwofPa> ! ll Tooal Depth 19 Pa Depth I \0 SUtfo« c..m, ~ ID, o(L<uct 01 / 13/ 2009 1 6462 ' 17850 17850 Ococ,on• o<d b, :fo<.'d D :K..,,...ncnd.JfounoflOWR 

I I RWC'S I Raike.ad Com1111uion (Spcaal) [!] IOtofl.cuct U'L./'Lf1,.n1~ Ill If ,nuluplc c<>nlj>lt:,on , i.11 ,11 rQCovo<1 o, mcs (complc<1c1U ui .,,, well) and Ort Lcuc )I Is ,1;CII c,uh1pk COJnp:cc ,on? ,.U lr1c,n;, 
I 

Rou,y 
I 

Cable 

or 
0

" ID No. FIWJ & RESERVOIR j o~"c~sr' . g:1/l W~LL Dnllc<I I Tooll I 
Tool, 

LJ ~ 
~ 

I 
by 

I I 
Yes No / I x I 

Jl Name ofOnlhni Cnn!nW:tOf I - lS C:e.rr..cenun; AtrKU .. ,1 I 

I 
Allad)c.d1 

ROWAN 84 0 Yu D No - -36. CASlhG RECORD (Jh pon All Srrinti Se1 in WcHJ --
MUcTISy',GE TOP Of SWRRY VOL 

C"SINOSIZE WT•lfT DEPTH SET TYP~ & AMOU NT HOLE Sil~ 
TOOL DEPTH CEME!'IT(ud,) rF.ME,.,'T .... n 

-
13.375 68 2 9'.)5 2600 MHL C 17-1/2 CIRC SURF 4740 

9 . 625 53.5 11402 1195 50 / 50 POZ/P 12.250 520 1797 

4 . 5 23 . 2 17850 1 
I __?50 PREM 6 .75 9700 1207 . 5 

,, - ' 
-I 

)7 I WIER RECORD 

s,u To,, / Oouom Screen 

7 - 5 8 11058 I 15949 760 

JS TUBING RECORO I J9 Producing lntcrv1I (th11 complclH>ff) lnd1calci dc;llh of pcrfor>IIOOOrop<nho~< 

Sa.c 

,o. 

17461-420 

17571 - 5 79 I 

16848- 84 6 ( 

, 
4) 

Fonoithnn, --PETTET 
- BOSSIER FM 

' REM,\RKS 

Depth Sci P,drcrScl MOO! 17 461 ro 17420 _ 
- From 16780 To 16786 _ 

/ froin 1 6462 To 61 4 68 

/ I Froon To 

I 
,o.CJD. SHOT, fRACTURf. CEMFNT SQUE=. ETC 

I /u11our1 1rid K1:\d of ~ tcnaJ U,cd 
l)cpth Interval 

50/45# SIROCCO 2500# 100 so 2806 BBLS 

1489 BBLS 50 / 4 5 / 40# S IR 25000# 2 0/40 HP 

2176 BBLS 50/45# sIR, 5000# 100 SO, 
92000# 18 / 40 ULTRP PROP, 3300# 30/50 BAX 

f()RMI, TIOH RECORD (LIST DEPTHS OF PRTNCIP"1. OC-OLOOIC"1. MARKERS Af'IU FOR MA nON TOPS) Dept!, 
D<ptl> I ronnaoooos 63'<.0 

l 
3 105 4 5' I AUSTIN CHALi< 

1 5 5'70 ----
I -- -

----,!-~ ===-------
/ ·. J \ ·· 



Dril linglnfo One Page Production Summary 

Drillinglnfo One-Page Production Summary 

Tag This 
Element 

API # 

Well# 

Lease 

Field 

Lease 
Operator 

County 

State 

Location 

Elevation 

Date Spud 

Date TD 

42-289-31798 
3 
LITTLE 4 RANCH 

HILL TOP RESORT (BOSSIER) 

ENCANA OIL & GAS(USA) INC. 
Well Op History 

Leon 

Texas 

700.0 SE/ 48850 .0 NE, VIESCA, J M 
A-30 
269 GR 

Logs Run INDUCTION, 

First Most Recent 
Prod. Production Product ion 

Oi l 7/1/09 11/1/09 

Gas 7/1/09 11/1/09 

Cumulative Gravity 
(MCF & BBL) (SG & API) 

22 ---
1,514,008 0.61 

Most Recently Reported Monthly Production (12 Months) 

Page I of 2 

! drillinginfo 

Gatherer 

SU NOC 

EN CAO 

Mo/Yr 
Gas (MCF) Oil (BBL) Water # Wel ls # Wel ls Avg Gas Avg Oi l Avg Wt r 

Produced Sold Used Other Produced So ld Other Closing (BW) Flowing Other (MCF/D) (BBL/D) (BW/D) 

7/2009 118,771 118,771 0 0 0 --- --- 0 --- --- --- 3,831.32 0 .00 0.00 
8/2009 607,332 607,309 0 23 21 0 21 0 --- --- --- 19,591.36 0 .68 0 .00 
9/2009 329,920 329,920 0 0 0 --- --- 0 --- --- --- 10,997.33 0.00 0.00 
10/2009 278,648 278,648 0 0 0 --- --- 0 --- --- --- 8,988 .65 0 .00 0.00 
11/2009 179,337 179,331 5 1 1 0 1 0 --- --- --- 5,977 .90 0.03 0 .00 
Tota ls 1,514,008 1,513,979 5 24 22 0 22 --- --- --- --- --- --- ---

Annual Production 

http://wwwl 8.drillinginfo.com/wellSummary.do?action=summary&lid=2378489&hashcode=6g26133556 125 12445z2qz2a4a 111 k&wid=56779... 1/29/20 10 



Drillinglnfo One Page Production umm ary 

Year Gas Oi l 
(MCF) (BBL) 

2009 1,514,008 22 

Totals 1,514,008 22 

Water # Wel ls # Wells Avg Gas Avg Oil 
(BW) Flowing Other (MCF/D) (BBL/D) 

- - - --- --- 9,960 .58 0.14 
--- --- --- --- ---

Back 

products & features I events & training I company I contact 

© 2009 Drilling Info, Inc. All rights reserved . All data and information is provided "As Is" 
and subject to the DI subscriplign_a_greement.. 

Page 2 of2 

Avg Wtr Annual Annual 
(BW/D) Dec. Gas Dec. Oil 

0.00 --- ---

-- - --- ---

http://www18.drillinginfo.com/wellSumrnary .do?action=summary&lid=2378489&hashcode=6g26133556 l 25 l 2445z2qz2a4a I I lk&wid=56779. .. 1/29/20 IO 



e;1e No /vl- I[ 03cJi ® 
L~-

Date Fi led: II v/f 1" 
I 

George P Bush, 

By - ~_::_:~~~~-ulL~V\.....ca-__ 



MEMORANDUM 
Texas General Land Office • Jerry Patterson • Commissioner 

DATE: February 23, 2010 

TO: School Land Board 

FROM: Peter A. Boone 

SUBJECT: Request by Petrogulf Corporation to proceed at the Railroad Commission under the 
Mineral Interest Pooling Act for a determination by the Railroad Commission for the 
possible inclus ion of all or a part of State Lease MFl 10304, Navasota River Tract 5-0, 
into a unit with Encana Oil & Gas (USA) Inc. 's, Little 4 Ranch Well No. 3, Leon and 
Robertson Counties, Texas. 

Petrogulf Corporation (Petro gulf) is requesting School Land Board pe,mission under Texas atural 
Resources Code Chapter I 02, the Mineral Interest Pooling Act (MIPA), to proceed at the Railroad 
Commission to fo rce pool all or a part of State Lease MF ! 10304, into a unit with Encana Oil & Gas 
(USA) Inc. 's (Encana), Little 4 Ranch Well No. 3, Leon and Robertson Counties, Texas. 

Texas Natural Resources Code § I 02.004 (d) states: " With the approval or consent first obtained, or at the 
instance of the Commissioner of the General Land Office, or any board or agency having jurisdiction, the 
land in which the State of Texas has an interest as described in thi s chapter may be pooled under the 
provisions of this chapter." 

Petrogulf incurred an offset obligation when Encana completed the Little 4 Ranch Well No. 3 (offset 
well ) 800 feet from State Lease MF 11 0304. The offset well was completed on July 22, 2009 in the Hilltop 
Resort (Bossier) fie ld and has produced approxi mately 1.5 BCF of gas through November 2009. Petrogulf 
does not currently possess any geo logic or engineering information to determine if the State lease is being 
drained by the offset wel l. 

Petro gulf has proposed voluntary pooling to Encana but that offer has been rejected. Petrogulf plans to 
extend a statutory fai r and reasonable vo luntary pooli ng offer to Encana pursuant to the MIPA. If thi s 
offer is rej ected, then Petro gulf will fi le an MIPA with the Railroad Commission. 

RECOMMENDATION : 
Staff recommends Board approval of the request by Petrogulf to pursue, under the Mineral Interest 
Pooling Act, inclusion of all or a part of State Lease MF I 10304 into a pooled unit with Encana's Little 4 
Ranch Well No. 3. 



JOSE MA RIA VIESCA 
A- 46 

Petrogulf Corporation 
MIPA Request 
Navasota River 

ROBERTSON 

Leon and Robertson Counties 
MF110304 MIPA 

0 490 980 

JE 
0 
V) 

ro 
> ro z 

Little 4 Ranch 
well # 3 

* 

JOSE MARIA VIESCA 
A- 30 

LEON 

SA&MG RR CO 
A- 838 

JEREMIA H TINNAN 
A- 45 

1,960 Feet 
I 

1 

The Texas Geneifll land Office mate,1 no represenlal ons 
Of warr anu s rega«hng the ICOJraey or 
-'9ten... ol llto lnfoimotion depleted 
on the map or the datl .-om which it was produced 
This map .. NOT IUltlblt fOt NVIQIOOnll 
purposes 1nd do• not purpon to depict or eslablSh 
boundaries M twoen priv•tt •nd pubi c • nd 

Map Compled By: Zeke Gullen 
Fobbnt..., 23, 2010 
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