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APPLICANT
A GREEMENT

APPLICANT

IDENTIFICATION
TO APPEAR ON

LEA SE (type/print)

AREA
DESCRIPTION

BID
SUBMISSION

APRIL 6, 2010

State Lease Number

M- 11073

For %D Use Only

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 govem said

lease, and as those laws may be amended.

Name:

WCS Oil & GAS CORPORATION

Address: P.0.BOX 9159

City: DALLAS

State: TX

Zip: 75208-9159

Telephone: (214)357-9116

(Include +4 Code)

County(ies): BURLESON/BRAZOS

Survey/Area: BRAZOS RIVER

Block/Tsp.:

Section/Tract:

(If Applicable)

8-C Acres: 50.00

(If Applicable)

(A) Bonus Amount

TEN THOUSAND AND NO/100

(¢) 10,000.00

(type/print above)
(B) Sales Fee Amount

ONE HUNDRED FIFTY NO /100

($) 150.00

(type/print above)

This Sales Fee is 1.5% of the cash bonus as provided in Section 32.110 of the

Natural Resources Code as amended.

51

STATE OF TEXAS
TAXI.D. #

SIGNATURE OF
AGENT

APPLICANT NAME

WCS Oil & GAS CORPORATION

BONUS AMOUNT ONLY (A) .
(Do Not include sales fee)‘(é,

($) 10,000.00 O

(same as above)

(must be an "!git 'er)

(signature)

JOHN GREIG

(type/print name)



" WCS OIL & GAS CORPORATION

046205

VENDOR CHECK DATE
15284 03/09/10
INVOICE INVOICE DISCOUNT AMOUNT
NUMBER DATE TAKEN PAID
MLG-51-BID| 03/09/10 28780 $0.00 $10,000.00
Total: $0.00 $10,000.00




"WCS OIL & GAS CORPORATION

046206
VENDOR CHECK DATE
15284 03/09/10
INVOICE INVOICE DISCOUNT AMOUNT
NUMBER DATE TAKEN PAID
MLG-51-SALES 03/09/10 28780 $0.00 SES000
Total: $0.00 $150.00







Lease Form
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Austin, Texas

OIL AND GAS LEASE
NO. M-110733

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred to as N.R.C ), and subject to all

rules and regulations promulgated by the Commissioner of 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 following area, to-wit:

TRACT 8-C OF THE BRAZOS RIVER, BURLESON AND BRAZOS COUNTIES, TEXAS, CONTAINING APPROXIMATELY 50 ACRES; TRACT 8-C IS BOUND ON ITS
UPSTREAM END BY A LINE BEARING GRID N 13° W AND PASSING THROUGH A POINT HAVING COORDINATES OF X=3,271,807 FEET AND Y=306,020 FEET, AND
IS BOUND ON ITS DOWNSTREAM END BY A LINE BEARING GRID N 41° E AND PASSING THROUGH A POINT HAVING COORDINATES OF X=3,274,820 FEET AND
Y=303,620 FEET, TEXAS COORDINATE SYSTEM, CENTRAL ZONE, NAD 1927,

was, after being duly advertised, offered for lease on 6™ day of April, 2010, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School Land
Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above descnibed area; and

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 6 day of April, 2010, hereinafier the "effective date” and it was found and determined that WCS OIL & GAS CORPORATION
whose address is P.O. BOX 9159, DALLAS, TEXAS 75209-9159, had offered the highest and best bid for a lease of the area above described and is, therefore, entitled to receive a lease
thereon

NOW, THEREFORE, [, Jerry E. Patterson, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor," whose address is Austin, Texas, by
virtue of the authonity vested in me and in consideration of the payment by the hereinafter designated Lessee, the sum of Ten Thousand And 00/100 Dollars ($10,000.00), receipt of which is
hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise, grant, lease and
let unto the above mentioned bidder the exclusive night to prospect for, produce and take oil and/or gas from the aforesaid area upon the following terms and conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all nghts with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent herein granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploning for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located wathin the surface boundanies
of the leased area. All of the nghts in and to the leased premises retained by Lessor and all of the rights in and to the leased premises granted to Lessee herein shall be exercised in such a manner
that neither shall unduly interfere with the operations of the other,

2, TERM: Subject to the other provisions hereof, this lease shall be for a term of three (3) years from the effective date hereof (herein called “primary term™) and as long thereafter as oil or
gas 1s produced in paying quantities from said area.

3. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both parties unless the Lessee on or
before said date shall pay or tender to the Commissioner of the General Land Office of the State of Texas at Austin, Texas, the sum of Five Dollars (55.00), per acre, which shall operate as
rental and cover the privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner and upon like payments or tenders the commencement of a well may
be further deferred for like periods of the same number of months successively duning the pnmary term hereof.

4. PRODUCTION ROYALTIES: Subject to the provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay
or cause to be paid to the Commissioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, during the term hereof’

(A) OIL: As aroyalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other hiquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as heremafier provided, 1/4 pant of the gross production or the market value thereof, at the option of the
Lessor, such value to be determined 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 in the general area where produced and when run, or 2) the highest market price thercof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by Lessor.

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




(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of
residue gas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid
hydrocarbons, attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or
affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant
under a processing agreement negotiated at arms’ length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

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

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

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the 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 herein shall be reduced to 20%,
and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessee may eam a reduced
royalty rate of 20% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month extension
of the term in which 1o eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the expiration of
such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established and so that
such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension penod.

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expiration
of twelve (12) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term dunng which Lessee may eam a
reduced royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing dnlling operations on an additional well prior to the
expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established
and so that such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transporting, and otherwise making the
oil, gas and other products produced hereunder ready for sale or use.

(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from
time to time that payment of all or any royalties accruing to Lessor under this lease 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 royalty in kind shall
not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used to process gas produced hereunder
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 gas 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 as the
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease

(I) MINIMUM ROYALTY: During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall
be less than an amount equal to the total annual delay rental herein 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) MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (1) to extend the economic hife of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum.

5. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following manner:
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authonzed agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or
reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put
into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to venfy the gross production, disposition and market
value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub,
schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before
thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year, such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due
date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's nght of forfeiture as provided by law nor act to postpone the date on which royalties were
onginally due. The above penalty provisions shall not apply in cases of tille dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agr ts and
amendments to such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authonzed by Lessee. All other contracts and records pertaining to the production, transportation, 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 imes be subject to
inspection and examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of any of them

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad



Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commussion. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the
above-descnbed premises, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electncal 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 transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due. The penalty for late filing shall be set
by the General Land Office administrative rule which is effective on the date when the matenals were due in the General Land Office.

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

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in
oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for
each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Within 90 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the right to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation
of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land C issioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall further terminate 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 (1/2) of the bonus onginally paid as consideration for this lease (as specified on page | hereof). If such amount is paid, this lease shall be in force
and effect as 10 such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such
deeper depths covered by this lease.

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

8. OFFSET WELLS: If o1l and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days after such initial production from the
draining well or the well located within one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute diligently the dnlling of an offset well on the area covered
by this lease, and such offset well shall be drilled to such depth as may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manager or dniller shall use all
means necessary in a good faith effort to make such offset well produce oil and/or gas in commercial quantities. Only upon the d ination of the Ci i and with his wnitten approval,
may the payment of a compensatory royalty satisfy the obligation to dnll an offset well or wells required under this Paragraph

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, duning the pnimary term hereof and prior to discovery and production of oil or gas on said land,
Lessee should dnll a dry hole or holes thereon, or if dunng the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional dnlling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. [If, duning 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 oil or gas should cease for any cause, Lessee’s rights shall remain in full force and effect without
further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by
conducting additional dnlling or reworking operations pursuant to Paragraph 10, using the expiration of the pnmary term as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well dnilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume payment of the annual rental in
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure
to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in o1l or gas well is located on the leased premises payments may
be made in accordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease from
any cause, this lease shall not terminate if Lessee es additional dnlling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such dnilling or reworking operations result in
the production of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the dnlling or reworking operations result in the completion of a well as a dry hole, the lease
will not terminate if the Lessee commences addinonal dnlling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so
long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sisty (60) days. Lessee shall give written notice to
the General Land Office within thirty (30) days of any cessation of production.

11, SHUT-IN ROYALTIES: For purposes of this paragraph, “well” means any well that has been assigned a well number by the state agency having junisdiction over the production of oil
and gas. If at any time after the expiration of the pnmary term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each
initial shut-in o1l or gas royalty must be paid on or before: (1) the expiration of the pnimary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a dnlling or reworking operation in accordance with the lease provisions, whichever date is latest  1f the shut-in oil or gas royalty is paid, the lease shall be considered to
be a producing lease and the payment shall extend the term of the lease for a penod of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1) year by
paying the same amount each year on or before the expiration of each shut-in year

12. COMPENSATORY ROYALTIES: If, duning the penod the lease 15 kept in effect by payment of the shut-in oil or gas royalty, oil or gas is sold and delivered in paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed in the same producing reservorr, or in any case in which drainage is occurring, the right to continue to maintain
the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the



lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which
is completed in the same producing reservoir and within one thousand (1,000) feet of the leased p The comp y royalty is to be paid monthly to the Commissioner beginning on or
before the last day of the month following the month in which the oil or gas is produced from the well ing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to drill offset wells as provided in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment of
compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 5
of this lease.

13. EXTENSIONS: If, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the Commissioner
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 covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day peniod from and
after the expiration of the primary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such dnlling operations are being
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the
Commissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced in paying
quantities, provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary term unless production in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or imgation purposes for water flood operations without the prior written consent of Lessor. Subject 1o 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 transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15, POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event
of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties.

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

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

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

(D) PENALTY: Failure to comply with the requirements of this provision may resull 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 exp incurred in ¢l g areas affected by the discharged waste.

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which shall
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct 1o the tank or tanks or by use of a multiple header system, each line between each well and such tank or header shall be legibly
identified at all umes, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) feet from such tank or header connection. Said
signs, tags, plates or other identification markers shall be maintained in a legible condition throughout the term of this lease.

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

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

19. LIEN: In accordance with N R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from 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 premises used in connection with the production or
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens ansing from and relating to Lessee’s activities upon the
above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this
lease forfeited as provided herein

20. FORFEITURE: If Lessce shall fail or refuse to make 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 return or false report concerning production or dnilling, or if Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted
by the Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General
Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should
knowingly fail or refuse 1o give correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assig t 15 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 which authonize a forfeiture, and when forfeited the area shall again be subject to
lease 10 the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this lease by




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

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

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Commissioner of the
General Land Office governing dnlling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Admimistrative 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 10 enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled to develop such land for oil and gas by directional drilling; provided, however, that no surface dnlling location may be nearer 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 measured at nght angles from the nearest bulkhead line or from the nearest dredged
bottom edge of any channel, slip, or turning basin which has been authonzed 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 casing or any part 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 wnitten
consent of said Commissioner or his authonzed 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 authonzed representative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from cond g dnilling op ns thereon, or from producing ol
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, nots, strikes, fires, acts of God or any order, rule 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 1o 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 dnilling, reworking operations or producing oil and/or gas from the
leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right to 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 prevent thefi of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropnate protective devices on or at all access points at the lease’s
production, gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft.

26. 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 Resources Code Sections 52 151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, surrendered, or
otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the pnmary term shall be calculated based upon the number of acres outside the boundaries
of a pooled unit, or, if afier the expiration of the pnmary term, the number of acres actually retained and covered by this lease

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

28. ANTIQUITIES CODE: In the event that any feature of archeological or histonical interest on Permanent School Fund Land is encountered dunng the activities authonzed by this lease,
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropnate.
Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S.C.A 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat.
Code Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall notify the Texas Histoncal Commission before breaking ground at a
project location. An archacological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, object, location, artifact or
other feature of archaeological, scientific, educational, cultural or historic interest 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 rules, shall be in a court of competent junsdiction located in Travis
County, State of Texas.

30. LEASE FILING: 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 part of the
leased premises is located, and certified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.



v@l. 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
Xas.
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STATE OF

(CORPORATION ACKNOWLEDGMENT)
COUNTY OF

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

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

and acknowledged to me that he executed the same

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

Given under my hand and seal of office this the day of 420
Notary Public in and for
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 subscribed to the foregoing instrument, and acknowledged to me that they executed the
same for the purposes and consideration therein expressed.

Given under my hand and seal of office this the day of

Notary Public in and for




GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

May 1, 2010

Mr. John Greig

WCS Oil & Gas Corporation
P.O. Box 9159

Dallas, Texas 75209-9159

Dear Mr. Greig:

Thank you for participating in the General Land Office Qil and Gas Lease Sale held on April 6,
2010. | am pleased to inform you that WCS Qil & Gas Corporation was the high bidder on MGL.
No. 51, which has been assigned the lease number M-110733.

State Lease M-110733 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, Qil
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,

2%

Robert B. Hatter, Director
Mineral Leasing Division

Stephen F. Austin Building + 1700 North Congress Avenue * Ausrtin, Texas 78701-1495
Post Office Box 12873 + Austin, Texas 78711-2873
512-463-5001 « 800-998-4GLO

www.glo.state.tx.us
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OIL & GAS CORPORATION

June 14, 2010

Texas General Land Office
Stephen F. Austin Building
1700 North Congress Avenue
Austin, TX 78701-1495

Re: 0Oil and Gas Lease
No. M-110733

Burleson and Brazos Counties, Texas

Gentlemen:
Enclosed please find copy of the above lease as recorded in Burleson and
Brazos Counties, Texas.

Very truly yours,

WCS OIL, & GAS C ORATION

Bruce ol Stensrud
Executive Vice Presuﬂent

BJS/Im
Enclosure

Correspondence: P.O. Box 9159
4807 Lovers Lane @ Third Floor e Dallas, Texas 75209
Dallas, Texas Office: (214) 357-9116
Fax: (214) 357-9142
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Austin, Texas

OIL AND GAS LEASE
NO. M-110733

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (said Code being hereinafter referred to as N.R.C.), and subject 1o all
rules and regulations promulgated by the Commissioner of the General Land Office and/cr ine School Land Board pursuant thereto, and all other applicable statutes and amendments to said
N.R.C, the following area, to-wit:

TRACT $-C OF THE BRAZOS RIVER, BURLESON AND BRAZOS COUNTIES, TEXAS, CONTAINING APPROXIMATELY 50 ACRES; TRACT 8-C IS BOUND ONITS
UPSTREAM END BY A LINE BEARING GRID N 13 W AND PASSING THROUGH A POINT HAVING COORDINATES OF X=3,271,807 FEET AND Y=306,020 FEET, AND
IS BOUND ON ITS DOWNSTREAM END BY A LINE BEARING GRID N 41° E AND PASSING THROUGH A POINT HAVING COORDINATES OF X=3,274,820 FEET AND
Y=303,620 FEET, TEXAS COORDINATE SYSTEM, CENTRAL ZONE, NAD 1927,

was, after being duly advertised, offered for lease on 6™ day of April, 2010, at 10:00 o'clock a.m., by the Commissioner of the General Land Office of the State of Texas and the School Land
Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that may be found and produced from the above descnibed area; and

WHEREAS, after all bids and remittances which were received up to said uime have been duly considered by the Commissioner of the General Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 6™ day of April, 2010, hereinafter the "effective date” and it was found and determined that WCS OIL & GAS CORPORATION
whose address is P.O. BOX 9159, DALLAS, TEXAS 75209-9159, had offered the highest and best bid for a lease of the area above descnibed and is, therefore, entitled to receive a lease
thereon:

NOW, THEREFORE, 1, Jerry E. Patterson, Commssioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as “Lessor,” whose address is Austin, Texas, by
wvirtue of the authonty vested in me and in consideration of the payment by the hereinafter designated Lessee, the swin of Ten Thousand And 00/100 Dollars (310,000.00), recerpt of which is
hereby acknowledged and of the royalties, covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise, grant, lease and
let unto the above mentioned bidder the exclusive right to prospect for, produce and take o1l and/or gas from the aforesaid area upon the following terms and conditions, to-wit

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all nghts with respect to the surface and subsurface thereof for any and
all purposes except those granted and to the extent heremn granted to Lessee, together with the rights of ingress and egress and use of said lands by Lessor and its mineral lessees, for purposes of
exploring for and producing the minerals which are not covered, or which may not be covered in the future, under the terms of this lease, but which may be located within the surface boundanes
of the leased area. All of the nghts in and to the leased premises retained by Lessor and all of the nghts in and 1o the leased premises granted to Lessee herein shall be exercised m such a manner
that neither shall unduly interfere with the operations of the other,

2. TERM: Subject to the other provisions hereof, this lease shall be for a term of three (3) years from the effective date hereof (herein called "primary term”) and as long thereafter as oil or
gas 1s produced in paying quantities from said area.

3. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the anniversary date of this lease, this lease shall terminate as to both parties unless the Lessee on or
before said date shall pay or tender to the Commussioner of the General Land Office of the State of Texas at Austin, Texas, the sum of Five Dollars ($5.00), per acre, which shall operate as
rental and cover the prnivilege of defernng the commencement of a well for twelve (12) months from said date. In ke manner and upon like payments or tenders the commencement of a well may
be further deferred for like periods of the same number of months successively dunng the pnimary term hereof, _

4. PRODUCTION ROYALTIES: Subject to the provisions for royvalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lessee agrees to pay
or cause to be paid 1o the Commussioner of the General Land Office in Austin, Texas, for the use and benefit of the State of Texas, duning the term hereof:

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafler provided, 174 part of the gross production or the market value thereaf, at the option of the
Lessor, such value to be determined 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 in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the
sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor through an
adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescnibed by Lessor

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



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid hydrocarbons, 1/4 part of the residue gas and the
liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one hundred percent (100%) of the total plant production of
residue gas attributable to gas produced from this lease, and on fifty percent (30%) or that percent accruing to Lessee, whichever is the greater, of the total plant production of liguid
hydrocarbons, attnbutable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or
affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through suth plant
under a processing agreement negotiated at arms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of
comparable quality in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of liqud hydrocarbons),
whichever 1s the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed

(D) OTHER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
"casinghead,” "dry" or any other gas, by fractionating, burning or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such
market value to be determined as follows: Dai Bl Yol Py
: 1104 3 iR &£47 2
(1) On the basis of the highest market price of each product, duning the same month in which such product 1s produced, or D1041801 OR 9447 e
(2) On the basis of the average gross sale price of each product for the same maonth in which such products are produced; whichever is the greater.

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production in paying quantities is established pursuant to the 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 herein shall be reduced to 20%,
and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if duning such twelve (12) month term during which Lessee may eam a reduced
royalty rate of 20% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month extension
of the term in which to eam a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional well prior to the expiration of
such three (3) month peniod and prosecuting diligently and in good faith the drilling of such additional well and completing same so that production in paying quantities is established and so that
such production is brought on line and sales thereof are commenced prior to the expiration of such three (3) month extension period.

(1) In the event production in paying quantities is established pursuant to the terms of this lease and such production is brought on line and sales thereof are commenced after the expiration
of twelve (12) months from the effective date hereof but prior to the expiration of twenty-four (24) months from the effective date hereof, the royalty rate provided herein shall be reduced to
22 5% and shall apply to each subsequent well dnlled and produced on the land covered by this lease. Provided that if duning such rwelve (12) month term during which L2ssee may eam 2
reduced royalty rate of 22.5% as herein provided, Lessee should drill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month
extension of the term in which to eam a reduced royalty rate by giving notice to the Commuissioner of the General Land Office, commencing dnlling operations on an additional well prior to the
expiration of such three (3) month period and prosecuting diligently and in good faith the dnlling of such additional well and completing same so that production in paying quantities is established
and so that such production is brought on line and sales thereof are commenced prior 1o the expiration of such three (3) month extension period.

(F) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, transperting, and otherwise making the
oil, gas and other products produced hereunder ready for sale or use

(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not less than 60 days notice to Lessee, require at any time or from
time to time that payment of all or any royalties accruing to Lessor under this lease 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 royalty in kind shall
not diminish or negate Lessor's rights or Lessee's obligations, whether express or imphed, under this lease

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this lease’s proportionate share of any fuel used to process gas produced hereunder
in any processing plant. Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commussioner of the General Land Office, Lessee may recvele gas
for gas 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 as the
same may thereafter be produced and sold or used by Lessee in such manner as to entitle Lessor to a royalty thereon under the royalty provisions of this lease

(I) MINIMUM ROYALTY: During any year after the expiration of the pnmary term of this lease, if this lease is maintained by production, the royalties paid to Lessor in no event shall
be less than an amount equal 1o the total annual delay rental herein provided; othenwise, 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) MARGINAL PRODUCTION ROYALTY: Upon Lessee’s written application, the School Land Board may reduce the royally rate set out in this paragraph and/or the minimum
royalty set out in subparagraph 4 (I} to extend the economic life of this lease and encourage recovery of oil or gas that might otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rules on this subject. Royalty may not be reduced below the applicable statutory minimum

5. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at Austin, Texas, in the following manner:
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or
iepoits confirming the gross production, disposition and market value including gas meter readings. pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put
into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require to verify the gross production, disposition and market
value. In all cases the authority of a manager or agent to act for the | ssses herein must be filed in ihe General Land Office.  Each royalty payment shall be accompanied by a check stub,
schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays his royalty on or before
thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever 1s greater A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin accruing when
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule
which 1s effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties to be paid as prescribed by the due
date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State’s night of forfeiture as provided by law nor act to postpone the date on which royalties were
origally due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty i dispute as to fair market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS:; Lessee shall annually fumish the Commissioner of the General Land Office with its best possible estimate of oil and gas
reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and
amendments 1o such contracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, 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
nspection and examination by the Commissioner of the General Land Office, the Attomey General, the Governor, or the representative of any of them

(B) DRILLING RECORDS: Written notice of all operations on this lease shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days before
spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
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Commission forms for application to dnll. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission, Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other information relative to the operation of the
above-described prenises, which may be requested by the General Land Office, in addition to those heremn expressly provided for.  Lessee shall have an electrical and/or radicactivity survey
made on the hore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each
survey on each well to the General Land Office withun fifteen (15) days after the making of said survey

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

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

{A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the pnmary or extended term 1t shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in
oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous dniling or reworking operations, or (2) the number of acres included in a producing
pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration umt for
each such producing well under the rules and regulations of the Railroad Commussion of Texas, or any successor agency, or other govemnmental authonty having junsdiction. Within 90 days of a
partial termination of this lease in accordance with this subparagraph and upon payment of the minimum filing fee set by General Land Office rules in effect at the time of the partial termination,
Lessee shall have the nght to obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably necessary for the continued operation
of the portions of the lease remaining in force and effect. If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the pnmary or extended term it shall further terminate 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 (1/2) of the bonus originally paid as consideiation for this lease (as specified on page | hereof). 1f such amount is paid, this lease shall be in force
and effect as to such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such
deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a square with the well located in the center
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a
release or releases conlaining a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. 1f Lessce fails or refuses to execute and record such release or
releases within ninety (90) days after being requested to do so by the General Land Office, then the Commissioner at his sole discretion may designate by written instrument the acreage and/or
depths to be released hereunder and record such instrument at Lessee’s expense in the county or counties where the lease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes. If at any time after the effective date of the partial termination provisions hereof, the applicable field rules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafier allocated to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter
allocated 1o said well or wells for production purposes.

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

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: [f, during the primary term hercof and prior 10 discovery and production of oil or gas on said land,
Lessee should dnll a dry hole or holes thereon, or if duning the primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, duning 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 oil or gas should cease for any cause, Lessee’s nghts shall remain in full force and effect wathout
further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by
conducting additional dnlling or reworking operations pursuant to Paragraph 10, using the expiration of the pnmary term as the date of cessation of production under Paragraph 10. Should the
first well or any subsequent well drilled on the above descnibed land be completed as a shut-in o1l or gas well within the primary term hereof, Lessee may resume payment of the annual rental in
the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in ol or gas well and upon the failure
to make such payment, this lease shall ipso facto terminate, If at the expiration of the pnmary term or any time thereafier a shut-in o1l or gas well 1s located on the leased premises paymemts may
be made in accordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease from
any cause, this lease shall not temunate if Lessee commences additional drilling or reworking operations within sixty (60) days afier such cessation, and this lease shail reman in fuli force and
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such dnlling or reworking operations result in
the production of oil or gas, the lease shall remain in full force and effect for so long as il or gas is produced from the leased prennses in paying quantities or payment of shut-in oil or gas well
royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the dnlling or reworking operations result i the completion of a well as a dry hole, the lease
will not terminate if the Lessee commences additional dnlling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so
long as Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written nofice to
the General Land Office within thirty (30) days of any cessation of production

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having junsdiction over the production of oil
and gas. 1f at any time after the expiration of the primary term of a lease that, until being shut in, was being maintaned i force and effect, a well capable of producing oil or gas in paying
quantties is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a sutable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective, each
initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the pnmary term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days
after Lessee completes a dnlling or reworking operation in accordance with the lease provisions, whichever date is latest. If the shut-in o1l or gas royalty is paid, the lease shall be considered to
be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive penods of one (1) year by
paying the same amount each year on or before the expiration of each shut-in year

12. COMPENSATORY ROYALTIES: If, during the penod the lease is kept in effect by payment of the shut-in ol or gas royalty, oil or gas is sold and delivered in paying quantities from a
well located within one thousand (1,000) feet of the leased premises and completed i the same producing reservoir, or in any case in which dramage is occurning, the nght to continue 1o maintain
the lease by paying the shut-in o1l or gas royalty shall cease, but the lease shall remamn effective for the remander of the year for which the royalty has been paid. The Lessee may mantain the
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lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or which
is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly o the Commissioner, begnning on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the same producing reservoir and located within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
amount equal to the difference wathin thirty (30) days from the end of the 12-month period; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the
obligation to dnll offset wells as provided in NR.C. Section $2.034; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment of
compensatory royalties shall satisfy the obligation to dnll offset wells, Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph §
of this lease.

13. EXTENSIONS: If, at the expiration of the primary term of ths lease, production of oil or gas has not been obtained on the leased premises but dnilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary term, file in the General Land Office written application to the Commissioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars (83,000.00) if this lease covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Comnussioner shall, in writing, extend this lease for a thirty (30) day period from and
after the expiration of the primary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such dnlling operations are being
conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such application and payment, the
Commussioner shall, in wnting, again extend this lease so that same shall remamn in force for such additional thirty (30) day penod and so long thereafter as oil or gas is produced in paying
quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days from and after the expiration of the primary term unless production in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written consent of Lessor. Subject to its obligation to
pay surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells and transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages i an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
wetiands, naturai waterways, rivers and impounded waler shall be prevented by the use of containment facilities sufficient to provent spillage, seepage or ground water contarunation. In the event
of pollution, Lessee shall use all means at its disposal 10 recapture all escaped hydrocarbons or other pollutant and shall be sesponsible for all damage to public and private preperties.

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

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

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

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

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from each well on the premises covered by this lease. a legible sign on which shall
be stated the name of the operator, the lease designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank
battery, whether by individual flow line connections direct to the tank or tanks or by use of 2 multiple header system, each line between each well and such tank or header shall be legibly
identified at all imes, either by a firmly attached tag or plate or an identification properly painted on such line at a distance not to exceed three (3) fect from such tank or header connection. Said
signs, tags, plates or other identification markers shall be mamntained in a legible condition throughout the term of this lease.

17. ASSIGNMENTS: The lease may be transferred at any time; provided, however, that the liability of the transferor to properly discharge its obligation under the lease, including properly
plugging abandoned wells, removing platforms or pipelines, or remediation of contamination at drill sites shall pass to the transferee upon the prior wrtten 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 in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county where the transfer is recorded must be
filed in the General Land Office within ninety (90) days of the execution date, as provided by N.R C. Section 52,026, accompanied by the filing fee prescribed by the General Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or cenified copy thereof. Every transferee shall succeed to all rights and be subject to all obligations, liabilities, and
penalties owed to the State by the original lessee or any prior transferce of the lease, including any liabilities to the state for unpaid royalties.

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

19. LIEN: In accordance with N.R C. Section 52.136, the State shall have a first lien upon all 0il and gas produced from the area covered by this lease to secure payment of all unpaid royalty
and other sums of money that may become due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and secunity interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to Lessee from 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 premises used in connection with the production or
processing of such leased minerals in order to secure the payment of all royalties or other amounts due or 10 become due under this lease and to secure payment of any damages or loss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings
i the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to execute and record such instruments as
may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or supenior liens ansing from and relating to Lessee’s activities upon the
above-descnibed property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this
lease forfeited as provided herein

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or if Lessee or an authorized agent should knowingly make any
false retum or false report concemning production or drilling, or if Lessee shall fail or refuse to dnill any offset well or wells in good faith as required by law and the rules and regulations adopted
by the Commussioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General
Land Office, the School Land Board, or the Railroad Commussion, or refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should
knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to fumish the General Land Office a correct log of any well, or if Lessee shall knowingly
violate any of the material provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall
be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be subject to
lease to the highest bidder, under the same regulations controlling the original sale of leases. However, nothing herein shall be construed as waiving the automatic termination of this lease by
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31. 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
Texas. ‘

weS 0l § Gus éf" s 7400

LESSEE 6/66( /mf/ Jf

TTLE: £ XeC . \)TC;( \QrcS-
DATE: /n ‘*—f‘/n / 5, 24/9 o106195; B yol

‘ TEXAS
STATE OF

county oF_DALLAS

BEFORE ME, the undersigned authority, on this day personally appeared Bruce Stensrud

(CORPORATION ACKNOWLEDGMENT)

known to me to be the person whose name is subscribed to the foregoing instrument, as Exec. Vice President of
WCS 0il & Gas Corporation

and acknowledged to me that he exccuted the same

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

Given under my hand and seal of office this the 18 day of May ) ,20 10

Notary Public in and for Dallas Coun ty,
LAVELLE MAYS Texas
NOTARY PUBLIC

STATE OF TEXAS

STATE OF

(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

Before me, the undersigned zmllwm) on this day pcrsonali\ appeared

known to me to be the persons whose namcga:c subccnhadhﬁlm forcgmng instrument, and acknowledged to me that they executed the
samne for the purposes and wussdcralmn theiéin expressedy 5 o
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of zration of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon

salnsfaclory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations th% may be adopted
relative nereto. '

.

21. RIVERBED TRACTS: In the event this lcase covers a niverbed, Lessee 15 hereby specifically granted the right of eminent domain and condemnation as provided for in N.R.C. Sections
52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lassee. '

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regul and d. thereto, promulgated by the Commissioner of the
General Land Office goveming drilling and producing operations on Permanent Free School Land (specifically including any rules promulgated that relate to plans of operations), payment of
royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease. Without
limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the General Land
Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 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 enutled to enter or possess such land without prior approval as provided under Section 61.117 of the Texas Water Code, but
Lessee shall be entitled 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 permission 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 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 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 authonzed representative; nor shall Lessee, without the wnitten
consent of said Commissioner or his authorized representative remove from the leaséd premises the casing or_ahy 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 abandéned wells fiave 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 authonized representative.

24, FORCE MAJEURE: Should Lessee be prevented from complying with miy'e‘xprcss or implied covenant of this lease, fiom conducting drilling operations thereon, or from producing oil
and/or gas therefrom, after effort made in good faith, by reason of war, rebellion, nots, strikes, fires, acts of God or any order, rule or regulation of gover | authority, then while so
prevented, Lessee's obligation to comply with such covenant shall be suspended upbn proper and satisfactory proof presented 1o the Commissioner of the General Land Office in support of
Lessee’s contention and Lessee shall not be hable for damages for failure to comply therewith (extém'm 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 15 prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from the

leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee’s nght to a suspension
under any applicable statute of this State.

25. LEASE SECURITY: Lessee shall 1ake the highest degree of care and all proper safeguards to protect said premises and to prevent thefl of oil, gas, and other hydrocarbons produced
from said lease. This includes, but 1s not limited to, the installation of all necessary equipment, seals, locks, or other appropnate protective devices on or at all access points at the lease’s
production, gathenng and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
royalties thereon as provided herein on all o1l, gas or other hydrocarbons lost by reason of thefi.

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 Resources Code Sections 52 151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser
number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, survendered, 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 boundanies
of a pooled unit, or, if after the expiration of the primary term, the number of acres actually retained and covered by this leas.

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend 1o and be binding upon the heirs, executors, administrators, successors of
assigns of Lessee herein,

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent School Fund Land is encountered during the activities authorized by this lease,
Lessee will immediately cease activities and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
and the Texas Historical Commission (P.O. Box 12276, Austin, TX 78711) 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, Chapier 191, Tex. Nat
Code Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicated to the Permanent School Fund, lessee shall noufy the Texas Historical Commission before breaking ground at a
project location. An archaeological survey might be required by the commission before construction of the project can commence. Further, in the event that any site, object, location, artifact or
ather feature of archaeological, scientific, educational, cultural or historic interest is encountered during the activities authorize 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 imphed,
regarding interpretation of this lease, or relating in any way to this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis
County, State of Texas

30. LEASE FILING: 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 part of the
leased premises is located. and cenified copies thereof must be filed in the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.
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DO NOT DESTROY

Texas General Land Office
UNIT AGREEMENT MEMO

PA10-248
Unit Number 4910
Operator Name WCS OIL & GAS CORPORATION Effective Date  1/4/2011
Customer ID CON0041246 Unitized For  Oil & Gas

Unit Name

Pecore-Brazos No. I-H

Unit Term 0 Months

Countyl Brazos Old Unit Number  Inactive Status Date
County 2 Burleson 0
County 3 0
RRC District: 03 0
Unit Type: Permanent 0
State Royalty Interest: 0.070779 0
State Part in Unit: 0.283115
Unit Depth Well:
Below Depth 0 Formation:  Surface to 100 feet helow hase of Austin Chalk
Above Depth 0 Participation Basis:  Productive Acreage
[1f Exclusions Apply: See Remarks]
MF Number MF110733 Tract Number i
Lease Acres 8137 /  Total Unit Acres 38867 =
Tract Participation: 0.283115 X
Y ) } . - . . T T N oRA1E !
Lease Royalty 025 - Manual Tract Participation: | 0.283115 | See Remark
Tract Royalty Participation 0070779 Manual Tract Royalty: [~ oo7orrel
ST
Tract Royaly Reduction
Tract Royalty Rate 0.2
" . y, &
Tract On-Line Date: ~ 4/6/2011 w _
&/ O ([ 30 { f',' 1 \, : [ 2

Wednesday, December 22, 2010

Page I of 2

PA10-248 Unit Number 4910



API Number RRC Numiber

Remarks:

Prepared By: < Prepared Date: / - G 7 /

GLO Base Updated By: . ?L GLOBase Date: j= ¥~/ 74
RAM Approval By: 5 L’,_,‘ RAM Approval Date: z o 20~ Z.J((
GIS By: s GIS Date: 2-75 - 20(/

Wednesday, December 22, 2010 PA l 0_248 U n lt N um ber 49 1 0 Page 2 of 2



Pooling Committee Report

To: School Land Board
) PA10-248
Date of Board Meeting: January 4, 2011 Uit Niiiiibai: 4910
Effective Date: 1/4/2011
Unit Expiration Date: Permanent
Applicant: WCS OIL & GAS CORPORATION
Attorney Rep:
Operator: WCS OIL & GAS CORPORATION
County 1: Brazos
County 2: Burleson
County 3:
Unit Name: Pecore-Brazos No. 1-H
Field Name: Giddings (Austin Chalk-3) and Giddings (Austin Chalk-Gas)
Lease M Lease Expiration Lease Lease Lease Acres Royalty
Type Number Royalty Date Term Acres in Unit Participation
SF MF110733 0.25 4/6/2013 3 years 81.37 81.37 0.070779

SF = State Fee  RAL = Relinquishment Act

FR = Free Royalty UR = Unleased River

. Participation Basis:

Private Acres: 307.3 Productive Acreage

State Acres: 3134 State Acreage: 20.94%

Total Unit Acres: 388.67

State Unit Royalty: 7.08%
Unit Type: Unitized for: :
) Well Location: RRC Rules: Spacing Acres:
Permanent Oil & Gas : —_—
Private Land Special Field Rule 400 acres

Term: 0 Months




Pooling Agreement Number: PA10-248
REMARKS:

o WCS Oil & Gas Corporation is requesting permanent oil and gas pooling from the
surface to 100 feet below the base of the Austin Chalk defined as the stratigraphic
interval or its corelative equivalent occurring from the surface to 11,863 feet as
shown J. Moore #4H well log, APl 42-051-31217.

o The applicant plans to spud the unit well in the second quarter of 2011 and the
proposed total depth is 12,500 feet.

o With approval of the unit the State's unit royalty participation, which is based on
prospective acreage, will be 7.0779%. If the unit well is on-line to sales by April 6,
2011, the applicant will earn a reduced royalty of 20% making the State's unit
royalty participation 5.6623%.

o The State will participate on a unitized basis form the date of first production.

POOLING COMMITTEE RECOMMENDATION:

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

S e R o,

Jetk/eé If f’alme; B Of?ce,of the Attorney General ’Date:
/ ,/ -
/{/n’fccéz / -W /r; - /é’ —/O

aceyj{. Throckmorton - General Land Office Date:
18 A )3 16~ 10

David Zim‘nferman - Office of the Governor Date:
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WASHINGTON

WCS Oil & Gas Corporation
Pecor-Brazos No. 1-H Unit
Giddings (Austin Chalk-3) and

Tha Texas General Land Office makes no representations
of  wamanties regarding the accuracy  of

-

- completeness of the information depicted
Giddings (Austin Chalk-Gas) Fields 0 625 1,250 2,500 Feet , on the map or the data kom which It was produced
Brazos and Burleson Counties : This map s NOT suitable for navigational
Unit #4910 | 1 1 1 | 1 1 L | purposes and does not purport o depict or establish Map Compiled By: Zeke Guilien
PA10-248 boundaries between private and pubic land December 21, 2010



POOLING AGREEMENT
WCS OIL & GAS CORPORATION
PECORE-BRAZOS NO. 1-H UNIT
BRAZOS AND BURLESON COUNTIES, TEXAS

THIS AGREEMENT is entered into by and between the Commissioner of the General Land Office, on behalf of the State
of Texas, as "Lessor" and WCS 0Oil & Gas Corporation, herein referred to as "Lessee", and such other interested
parties as may join in the execution herecof, the undersigned parties herein collectively referred to as the
"parties", in consideration of the mutual agreements hereinafter set forth and other valuable considerations, the
receipt and sufficiency of which are hereby acknowledged, and for the purposes and upon the terms and conditions
which follow:

PURPOSES : 1

This Pooling Agreement ("Agreement") 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 Agreement to effect equitable participation within the unit formed hereby. This Agreement
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 listed on the attached Exhibit "A", to which
leases and the records thereof reference is here made for all pertinent purposes. The pooled unit shall consist of
all of the lands described in Exhibit "B" attached hereto and made a part hereof. A plat of the pooled unit is
attached hereto as Exhibit "c".

MINERAL POOLED: 3.

The mineral pooled and unitized ("pooled mineral") hereby shall be oil and gas including all hydrocarbons that may
be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad Commission
of Texas or other state regulatory agency having jurisdiction of the drilling and production of oil and gas wells.
The pooled mineral shall extend to those depths underlying the surface boundaries of the pooled unit from the
surface to the subsurface depth of the stratigraphic equivalent of 100 feet below the base of the Austin Chalk
Formation, which is seen at a depth of 11,863 feet on the induction log of the J. Moore No. 4H well, API #42-051-
31217 ("unitized interwval").

POOLING AND EFFECT: 4.

The parties hereto commit all of their interests which are within the unit to the extent and as above described
inte said unit and unitize and pool hereunder the separate tracts described on the attached Exhibit "B", for and
during the term hereof, so that such pooling or unitization shall have the following effect:

(a) The unit, to the extent as above described, shall 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 pocoled mineral

on land within the unit shall be considered as though the same were on each 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
Agreement. In the event the unitized area covered by this Agreement is maintained in
force by drilling or reworking operations conducted on a directional well drilled under
the unitized area from a surface location on adjacent or adjoining lands not included
within the boundaries of the unitized area, such operations shall be considered to have
been commenced on the unitized area when drilling is commenced on the adjacent or
adjoining land for the purpose of directionally drilling under the unitized area and
production of oil or gas from the unitized area through any directional well surfaced on
adjacent or adjoining land or drilling or reworking of any such directional well shall be
considered production or drilling or reworking operations, as the case may be, on the
unitized area for all purposes under this Agreement. Nothing in this Agreement is
intended or shall be construed as granting to Lessee any leasehold interest, easements,
or other rights in or with respect to any such adjacent or adjoining land in addition to
any such leasehold interests, easements, or other rights which the lessee, operator or
other interest owner in the unitized area may have lawfully acquired from the state or
others.

(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, feor all purpeses under the terms of the respective leases or other contracts
thereon and this Agreement. Provided that, if any State Lease described in Exhibit “A”
attached hereto 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.
Provided that, payments that are made on a per acre basis shall be reduced according to
the number of acres pooled and included herein, so that payments made on a per acre basis
shall be calculated based upon the number of acres actually included within the
boundaries of the pooled unit covered by this Agreement.

(e) A shut-in oil or gas well located upon any land or lease included within said unit shall
be considered as a shut-in oil or gas well located upon each land or 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.

(£) 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 described in
Exhibit "B" only as provided in each such lease without regard to unit operations or unit
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 described in Exhibit "B"
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 otherwise be provided in each State Lease, the area
inside the surface boundaries of the pooled 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 388 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 Agreement shall not relieve Lessee from the duty of protecting the State leases
described in Exhibit "A" and the State lands within the boundaries of the pooled unit
described in Exhibit "B" from drainage from any well situated on privately owned land,
lying outside the unitized area described in Exhibit "B", but, subject to such
obligation, Lessee may produce the allowable for the entire unit as fixed by the Railrcad
Commission of Texas or other lawful authority, from any one or more wells completed
thereon.

(1) There shall be no obligation to drill internal offsets to any other well on separate
tracts within the pooled unit, nor to develop the lands within the boundaries thereof
separately, as to the pooled mineral.

(3) Should this 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 ceased on the date of the termination of this
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 pooled unit, there shall be allocated to each tract committed to said unit that pro rata portion
of the pooled mineral produced from the pooled 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, provided that for payment of royalty to the State, the State’s participation
shall be calculated as if the State's 81.37 acres were in a 287.41 surface acre unit.
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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 pooling
or unitization agreement 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: T

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)
gross proceeds of the sale thereof, whichever is the greater;

(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.

(For the purposes of this Agreement "field" means the general area in which the lands covered hereby are located.)
EFFECTIVE DATE: 8.

Upon execution by the Commissioner of the General Land Office of the State of Texas this Agreement shall become
effective as of January 4, 2011.

TERM: 9.

This Agreement 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 Agreement.

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 Agreement is entered into, made and executed by the undersigned Commissioner of the General Land
Office by wvirtue 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: & B

The unit covered by this Agreement may be dissolved by Lessee, his heirs, successors or assigns, by an instrument
filed for record in Brazos and Burleson Counties, 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 to
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: 1z,

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the execution of this
Agreement 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 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, without
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 Agreement 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 Agreement are executed, the executed pages, together with the pages necessary to
show acknowledgments, may be combined with the other pages of this Agreement 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 have executed this Agreement upon the respective dates indicated below.

il

Date Executed STATE OF TEXAS

e

Legal
Content rry E. Pgtterson, Commissioner,
Geology ¥ il neral Lajd Office
Executive
Date Executed /_/p // WCS OIL & GAS CORPORATION

Qrucc S’\‘¢.~\$rq'{
Its: E W €., \Ja Ce 9"‘03.

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 January, 2011, 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 cugtodian.
IN TESTIMONY WHEREOF, witness my hand this the I [ day of ( m iJ‘ Q z%f’ « 4011.
“

Secretafy of the Schoo

STATE OF TEXAS

counry or __ DALLAS

This instrument was acknowledged before me on January 10 ¢ 2011, by Bruce Stensrud

as EXEC. Vice President of WCS 0il & Gas Corporation, a Texas corporation on behalf of said

LAVELLE MAYS
NOTARY PUBLIC m Ma,olﬂ_/

STATE OF TEXAS Notary Public in and for the
My Comm. Exp. 04-09-2011 State of Texas

corporation.
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The following described oil, gas and mineral leases covering land in Burleson
and Brazos Counties, Texas, each of which leases are recorded in the Official
Records of Burleson County, Texas, in the respective volumes thereof and at the
pages shown below:

i Lease dated April 6, 2010, from the State of Texas, as Lessor, to WCS Oil &
Gas Corporation, as Lessee, recorded in Volume 803, Page 188, and also
recorded in Volume 9647, Page 286 of the Official Records of Brazos County
Texas. (GLO Lease No. M-110733).

2 Lease daited December 22, 2009, from John Pecore, as Lessor, to WCS Qil &
Gas Corporation, as Lessee, recorded in Volume 801, Page 600.

> Lease dated December 22, 2009, from Elizabeth H. Pecore, as Lessor, to
WCS Qil & Gas Corporation, as Lessee, recorded in Volume 801, Page 592.

4. Lease dated December 22, 2009, from Daniel A. Pecore, as Lessor, to WCS
Oil & Gas Corporation, as Lessee, recorded in Volume 801, Page 584.

3. Lease dated December 22, 2009, from Robert Fleming, as Lessor, to WCS Qil
& Gas Corporation, as Lessee, recorded in Volume 801, Page 576.

6. Lease dated December 22, 2009, from T.R.A.A.C. Co., LTD., as Lessor, 1o
; WCS Oil & Gas Corporation, as Lessee, recorded in Volume 801, Page 548.

7. Lease dated December 22, 2009, from Frederic Fleming, as Lessor, to WCS
Oil & Gas Corporation, as Lessee, recorded in Volume 801, Page 624.

8. Lease dated December 22, 2009, from Douglas W. Pecore, as Lessor, to
WCS QOil & Gas Corporation, as Lessee, recorded in Volume 801, Page 616.

9. Lease dated December 22, 2009, from Northern Trust, N.A., Independent
Co-Executor of the Estate of Joan Hohlt Wich, as Lessor, to WCS Oil & Gas
Corporation, as Lessce, recorded in Volume 801, Page 608.

INSOFAR AND ONLY INSOFAR as said lease covers the 388.67 acre proration unit

described by metes and bounds in the field notes attached hereto and as
depicted in the plat attached hereto.

Exhibit "A" — SOLO PAGE
(NEWNBJS\DOCUMENTS\EXHIBITS\PECORE-BRAZOS UNIT No. 1-H)



EXHIBIT "B"

FIELD NOTES
', . -
R A A A7 B8
OIL & GAS CORPORATION
WCS 0il & Gas Corporation
Pecore-Brazos No. | H - 388.67 Acre Unit

Being 388.67 acres of land out of the James Fisher Survey, Abstract No. 23, Burleson County, Texas
and being 307.30 acres out of that certain 3465 acre tract described by deed to Old River Ranch, Inc.,
recorded in Volume 151, Page 187 of the Deed Records of Burleson County, Texas said 307.30 acres
also being out of that certain 704 acre tract described in Exhibit “B™ of Amended Designation of Unit
for the Pecore-Siegert Gas Unit, recorded in Volume 214, Page 259 of the Oil & Gas Lease Records of
Burleson County, Texas and 81.37 acres out of that certain 85.53 acre tract, (located partially in
Burleson County, Texas and Brazos County, Texas), State of Texas Lease No. M-95040, as shown on
Attachment “A” to Exhibit “B” in said Amended Designation of Unit for the Pecore-Siegert Gas Unit.

BEGINNING at a point in the southeast line of said 704 acre tract for the south corner of the herein
described 388.67 acre tract, said point bears N 33° 21" 41” W, 2983.73 feet from the northwest corner of
that certain 975.72 acre tract described by deed to Charles Janner, et ux, recorded in Volume 432, page
257 of the Deed records of Burleson County, Texas said northwest corner being in the southeast line of
said 3465 acre tract.

THENCE N 58°49'51" W, 2091.59 feet and N 46°2521" W, 2445.73 feet, severing said 3465 acre
tract and said 704 acre tract, to a point for the west corner of the herein described 388.67 acre unit in the
northwest line thereof.

THENCE N 41°54'21" E, 2047.20 feet, along said northwest line, to a point for a north corner of said
3465 acre tract, the west corner of that certain tract, (Tract 1), recorded in Volume 158, page 181 of the

Oil and Gas Records of Burleson County, Texas and the most westerly north corner of the herein
described 388.67 acre unit.

THENCE S 45°02'13" E, 224.44 feet, along the common line between said 3465 acre tract and said
Tract 1, to a point for the south corner of said Tract 1on the northwest line of that certain 181.74 acre
tract described by deed to James Siegert, recorded in volume 126, Page 244 of the Deed Records of
Burleson County, Texas.

THENCE along the common line between said 3465 acre tract and said 181.74 acre tract as follows:

S 57°37'44" W, 317.18 feet;

S 09°59'54" W, 300.77 feet;

S 00°44'44" W, 263.47 feet;

S 10°16'37" E, 593.48 feet;

S 18°28'50" E, 282.28 feet;

S 16°34'04" E, 231.61 feet;

S 34°04'37" E, 650.44 feet;

S 58°24'29" E, 394.08 feet;

S 59°15'16" E, 752.34 feet;

N 85°11'05" E, 828.56 feet;

N 53°24'S0" E, 416.01 feet;

N 30°02'32" E, 254.73 feet;

N 11°49'54" W, 315.63 feet;

N 16°22'58" W, 1750.00 feet and

N 14°48'50" W, 2049.98 feet, exiting said 3465 acre tract and crossing the Brazos River, to a
point in the north line of said 704 acre tract for the most easterly north corner of the herein
described 388.67 acre unit.

THENCE along the northerly and easterly line of said 704 acre tract as follows:
S 76°05"27" E, 339.22 feet;

S 68°27'36" E, 488.93 feet;
S 61°49'47" E, 565.75 feet;



WCS 0Oil & Gas Corporation
Pecore-Brazos No. 1 H - 388.67 Acre Unit

S 78°23'15" E, 716.42 feet;

N 68°39'11" E, 266.49 feet;

N 53°28'34" E, 444 .34 feet;

N 32°23'12" E, 296.87 feet;

N 24°44'24" E, 856.84 feet;

N 53°37'05" E, 465.67 feet;

S 84°01'03" E, 534.18 feet;

S 34°14'25" E, 571.55 feet;

S 21°55'58" E, 305.87 feet;

S 16°59'51" W, 142.51 feet;

S 14°31'42" E, 109.30 feet;

S 00°40'34" W, 177.73 feet;

S 54°09'12" W, 143.27 feet;

S 44°07'36" W, 120.69 feet;

S 24°40'48" W, 311.85 feet;

S 09°11'59" W, 634.61 feet;

S 14°48'30" W, 564.54 feet and
S 06°49'56" W, 149.43 feet to a point for the east corner of said 704 acre tract and the herein
described 388.67 acre unit.

THENCE S 41°41'59" W, 4950.54 feet, along the southeast line of said 704 acre tract and severing said
3465 acre tract, to the PLACE OF BEGINNING and containing 388.67 acres of land, more or less.

Bearings based on Grid North Obtained by GPS Observation.
NAD 1983 Texas Central Zone.

Title information provided by W. C. S. Oil and Gas Corporation.
Revised June 14, 2010.
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Bobby J. May

Registered Professional Land Surveyor
No. 4217



. | EXHIBIT "C"

- . —

5460° (SCALED)

OIL & GAS LEASE RECOROS OF

RECORDED IN VOLUME 2i4, PAE 259
GF BURLESON

4-26- 1993
OF THE
TEXAS.

O

oo RWER RANCH. INC. (SURFACE)
OOUGLAS W. PECORE. .f al (MINERALS]
307.30 ACRES [N UNIT

VOLUME 151 _PAGE 187 -\
O.R.B.C.T. = W

e

e STATE OF TEXAS
81.37 ACRES IN UNIT S JAMES FISHER

A-23

-

— Ty AW~
NS BEBRS S YN

BEAR ING

45°02°13°E
57°37°44°W
09°*59°54°W
00 44°44°W
10°16°37°E
18°28°50°E
(6°34°'04°E
34°04°37°E
58°24°'29°E
592°15°16°E
85°1105°E
53°24°'50°E
30‘02'32'-‘.‘.'
1°49°'54°W

TJ'f

76°05'27°E
68°27 36 °E
61°49°47°E

sae ses s8o
Z2ZZuLuhuhnnnhhn

UWW!QZ

SNOOK . TEXAS.

205 FEET

PECORE-BRAZOS No. | H

WCS OIL & GAS CORPORATION

GROUND ELEYATION
WELL :
OPERATOR:

SHOWS THE WELL AS STAKED ON THE GROUND MARCH 25. 2010

PROPOSED BOTTOM HOLE LOCATION

LONG | TUDE LAT | TUDE
96°17°08.47" 39'26 56.03°

SURFACE LOCATIDN

LONG | TUDE LAT | TUDE
96“17 28.45° 30%26'12.14"

TITLE INFORMATION PROVIDED BY WCS OIL & GAS CORPORAT ION
BEARINGS BASED ON GRID NORTH UBTAINED BY GPS OBSERVATION.
NAD 1983 - TEXAS CENTRAL ZONE - T.S.P.C.S.

WALTER SUTHERLAND
A-B85 BRAZOS COUNTY,

TEXAS

i BEARING

L 19 5 78°23°'15°E
L 20 Neg3o-liE bbe
L 21 N 53°28'34°E 444
L 22 N 32°23"12E 29
L 23 N 24°44'24°E 856
L 24 N 53°37°05°E 465
L 25 5 84°01°03°E 534
L 26 § 34°14°25°E 571
L 87 S 21°55°58°E 305
L 28 5 16°59'51°W 142
L 2% 5 14°31°42°E 109
L 30 S 00*°40°34°W 177
J. B. CHANCE L 31 5 54°09°12°F 143
A<D “ L 32 5 44°07°36°W 120
L 33 S 24°40°48°% 31/
L 34 5 09°11'59"W &34
A L 35 5 14°48°30°N 564
-\ L 36 5 D6°49°56"W 149

NOTE : WELL IS LOCATEOD S 72°53'E. 10.94 MILES FROM

| . BOBBY J. MAY. DO HEREBY CERTIFY THAT THE ABOVE PLAT CORRECTLY

P

PROP. TERMINUS
IUF'BGTnmtfilE

WCS OIL & GAS CORP.
PECORE-BRAZOS No. 1 H

=

i

BOBBY J. MAY

REGISTERED PROFESSIONAL LAND SURVEYOR

No. 4217

Ol & GAS CORPORATION

TR s ¥ GO RN
B B — _o

PECORE-BRAZOS No.

i H

388.67 ACRE UNIT

MUSTANG ENGINEERING. [INC.
317 E. HEMPSTEAD

FAX: 979 542-3353

DATE: MARCH 30. 2010

SCALE: 1* - 1000’

FIELOBOOK: 137 PAGE: 13§

DRAWN BY: B.J.M.

PECORE-BRAZOS [-H UNIT REVI

PECORE . DAT

REVISED:4-5-10 MOVED S.L.

ChGeneral Cadd \CxANWCS\WECORE- BRAZOS 1-H\PECORE-BRAZOS No. 1 M UNIT REVI.gxd — 04/05/2010 - 03:05 PM — Scale 1

12000.000000
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WCS OIL & GAS CORPORATION 048561
: VENDOR CHECK DATE
15284 03/02/11
INVOICE INVOICE DISCOUNT AMOUNT
NUMBER DATE TAKEN , PAID
DELAY-RENTAL 03/02/11 30292 50.00 $250.00
Total: $0.00 SL$250.00
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HR A A 4" &B
OIL & GAS CORPORATION

March 2, 2011

Texas General Land Office
Stephen F. Austin Building
1700 North Congress Avenue
Austin, TX 78701-1495

Gentlemen:

Re: 0il and Gas Lease
No.M-110733
Burleson and Brazos Counties, Texas

Enclosed herewith please find our check in the amount of $250.00 ($5 x 50
acres) for the payment of delay rentals under the terms of the above lease which
covers the privilege of deferring the commencement of a well for twelve months from

April 6, 2011.

BJS/Im
Enclosure

Very truly yours,

& GAS CORPORATION

Bruce ]. Stensrud,
Executive Vice President

Correspondence: P.O. Box 9159
4807 Lovers Lane @ Third Floor e Dallas, Texas 75209
Dallas, Texas Office: (214) 357-9116
Fax: (214) 357-9142



FileNo_JNE = /0233

PENTAL PAYMENT

Date Filed: 3/8/ 41

Jerry E. Patterson, Commussioner
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WCS OIL & GAS CORPORATION 1970018 A 050981
» : VENDOR CHECK DATE R R e
15284 03/21/12
INVOICE INVOICE DISCOUNT AMOUNT
NUMBER DATE TAKEN PAID
DELAYRENTAL 03/20/12 31848 50.00 $250.00
Total: $0.00 $250.00
MEL70 D35
,1 ﬂw&a\
s
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HER A A 4 B
OIL & GAS CORPORATION

March 21, 2012

Texas General Land Office
Stephen F. Austin Building
1700 North Congress Avenue
Austin, TX 78701-1495

Re: Oil and Gas Lease
No. M-110733
Burleson and Brazos Counties, Texas

Gentlemen:

Enclosed herewith please find our check in the amount of $250.00 ($5 x 50
acres) for the payment of delay rentals under the terms of the above lease which

covers the privilege of deferring the commencement of a well for twelve months
from April 6, 2012.

Very truly yours,
WCS OIL & GAS CORPORATION

Bruce J. Stensrud,
Executive Vice President

BJS/Im
Enclosure

Correspondence: P.O. Box 9159
4807 Lovers Lane ® Third Floor e Dallas, Texas 75209
Dallas, Texas Office: (214) 357-9116
Fax: (214) 357-9142



File No. MF“0733 _ @
'Rgnial_?mfmi* 0|2

Date Filed: _03/2b/a012
Jerry E. Patterson. Commissioner

By ﬁ ::J
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REVIEWER: Aaron LEASE REVIEW WORKSHEET DATE REVIEWED:
Lease No. MF110733 Lease Type: RAL GULF BAY UPLANDS HROW 32.207 52.076 TPWD
Lease Date: 04/06/2010 Term: 3 Lease Expiration: 04/06/2013 |Ret. Ac. Date: 04/06/2015
Lessee: Enhanced-Energy-Partrers-Corporation WS O\ o ey (ecDd. Operator:
Lease Description: [Gross Acres; 32i5% = Net Acres: 126 &0 I l l
See notes below
Section: Block: ]T: Survey: |Abstract #: A-
Land ID: Basefile No.: Mapped correctly? | Ilf "No", notify Jesse
Depth Restrictions:
Desc. Other: Part:
County: Burleson & Brazos |Di5trict: 03&03 [GI.O Staff Assigned: Notice:
ALAMO Status: Active IDoes ALAMO info match lease info?
ALAMO Comments: Fee Lease
Option To Extend Provision? (Ck Exhibit "A"-May also be inserted as a Delay Rentals Provision) Exercised?
If Yes, new Primary Term Expiration I [ Comment in Globase?
Pugh Clause Par. 16(A)(B) or 7(A)(B)? 7(A)(B) Retained Acreage Date? 4/6/2015
RENTALS 2nd Year Rentals Due $ 250 Paid? 03/08/2011 |3rd Year Rentals Due $ 250 Paid? 03/26/2012
Paid Up? 4th Year Rentals Due $ Paid? 5th Year Rentals Due $ Paid?
Rentals Entered in ALAMO? [
REVENUE: Most Recent Oil: $0 Production M/Y: Received Date:
Most Recent Gas: SO Production M/Y: Received Date:
If no rental or revenue, check Wall Street for unassigned: By Lease No. By Operator:
Does lease have Continuous Development clause?
UNITS lUnit #:4910 Unit Name: Pecore-Brazos N. 1-H PA #:
Unit Type: Permanent |ALAMD Status: Active Status Correct?
Unit Term: Unit Eff. Date: 01/04/2011 Unit Exp.:
Total Acres in Unit: 388.67 State Acres: 81.37 lPrivate Acres: 307.30 List other State leases in Notes.
Mineral Pooled: Depths: 0 - 100 ft below base of Austin Chalk
WELLS CHECK API # RRC# Well Name & No. Status Date Unit #
File: 42-051-33352 144909 Plugged 7/29/1999 1-H
ALAMO WiI: 42-051-33683 "No more data exists for this API#" >mainframe message ———% /.. « <oukle d —2E :E'“ d: o\/lo/13
GIS: 42-051-00074 "API# is not on file" >mainframe message '
RRC GIS: 42-051-00075 "API# is not on file" >mainframe message
42-
42-
42-

)

* H+0L2f0

Well s=\H



42-

42-

Do wells contain the word "State" in well name as required by TAC? (Does not apply to HROW or FR leases)

Are all of the wells listed in the Alamo Well Inventory? If not, send an email to Mary Beth with the API # or Permit #, if permit only,

Do any of the wells appear to be shut in? If yes, check Alamo Revenue "Other Payments" or "Rentals" for S| payments.

For each permitted or producing well with no well records in file, pull W-1, permit, W-2 or G-1, P-15, Directional Survey and P-4 & put in file.

Check the W-1 approval date. If the primary term of the lease expired before the permit was approved, the lease is expired.

If there are producing wells and no revenue, notify Mike May in FinMan.

If producing well and no operator listed, add Operator to ALAMO.

ASSIGNMENTS CK: File: [ DB By Lease No. DB By Lessee:
ASN Amt: ASN Interest Type: ASN Date: ASN ID:

Last Assignee:

Street Address:

City: State: Zip Code:
Notes/Action:

Tract 8-C of the Brazos River, Burleson and Brazons Counties, Texas, containing approximately 50 acres; Tract 8-C is bound on its upstream end by a line

bearing grid N 13 degrees W and passing through a point having coordinates of X=3,271,807 ft and Y=306,020 ft, and is bound on its downstream end by a line

bearing grid N 41 degrees E and passing through a point having coordinates of X=3,274,820 ft and Y=303,620 ft, Texas coordinate system, central zone, NAD 1927




11:24.00 Thu Jan 29, 2015

*** OQIL AND GAS DIVIS

TON ***

PERMIT NUMBERS AND WELLS WITHIN WELL BORE

APT #: 051 33352
PLACE AN 'S' BY ONE:

PERMIT DISTRICT LEASE/ID WELL # BUILT
406485 03 144909 1 H 05/05/1993
s _ _/_/
- _ Sl
- _ A4
- — .
— _ Sl
_ _ L
/1

PLACE AN 'S' BY DESIRED TECHNICAL DATA:

COMPLETED
02/21/1993
T
S
I
Y
i A
I i
/__/

INQUIRY

W-3 FILED
08/20/1999
" S

!
\

N
o
1

\

e N S
el B e

W2/G1l RECORD: CAS/LIN/TUB/PERFS, SQUEEZE/FORMATION, REMARKS/LOGS, WATER
LOGS/REMARKS

PLUGGING DATA: PLUG RECORD, CAS/TUB/PERFS,
DRILLING PERMIT MASTER INQUIRY
COMPLETION NOMENCLATURE
OIL LEASE INQUIRY
GAS WELL INQUIRY

“* SCREEN OPTIONS: 09=TOP OF LIST, 15=LOCAT
* SELECT OPTION: __ (D1=RETURN TO MENU,

NO MORE DATA EXIST FOR THIS API NUMBER

ION, 20=

00=HELP)

H15

*



11:26:.44 Thu Jan 29, 2015

*%% OIL AND GAS W-2/G-1 RECORD *#*#* INQUIRY
API #: 051 33352 SOURCE: RRC
DIST: 03 LSE/ID: 144909 WELL# : 1H TYPE: GAS CNTY: BURLESON
FLD: CLAY, NE (AUSTIN CHALK 11350) LSE: PECORE-SIEGERT
OPER: SENECA RESOURCES CORPORATION
COMPLETION: 02 21 1993 DRILLING PERMIT #: 406485
W2-G1: 04 16 1993 BUILT: 05 05 1993 R-37 EXCEP CASE #e
ATTACHMENTS: ON FILE WATER INJECT PERM #:
KEY 'S' TO VIEW ATTACH: SALT WATER DISP #:

DOCKET NUMBER :

DRILL COMPLETED: 02 06 1993 DIST W3 APPR DATE: MM DD YYYY
ELEVATION: 205 GR
TOTAL DEPTH: 14634 WELLBORE PLUGGED: YES
PLUGBACK DEPTH:
LOCATION SEC: BLK: ABST: 23

SUR: JAMES FISHER LEAGUE

SUR/SECT: 003600 FT FROM SE
NOTE=> REMARKS ON FILE FOR THIS DATE
* SCREEN OPTIONS: 12=FORM/SQZE 13=REMARKS
* SELECT OPTION: (01=WBTM, O0O0=HELP,
PRESS 'ENTER' FOR NEXT SCREEN

AND 016880 FT FROM SW

14=WATER 19=PERMITS/WELLIDS

21=DIST PLUG)



11:27x05 Thw Jan 29, 2015

#%*%* OIL AND GAS DIVISION #*%% INQUIRY
PLUGGING DATA

TYPE/WELL (0/G/D/S): G API NUMBER: 051 33352

DIST: 03 LEASE/ID: 144909 WELL #: 1H

FIELD NAME: CLAY, NE (AUSTIN CHALK 11350)
LEASE NAME: PECORE-SIEGERT
OPER NAME: SENECA RESOURCES CORPORATION

DRILL PERM ISSUED: 12 / 23 / 1992 PERMIT #: 406485 SFPC:
DRILL COMPLETED: 02 / 06 / 1993 WELL PLUGGED: 07 / 29 / 1999
DATE W-3 FILED: 08 / 20 / 1999 TOTAL DEPTH: 14634

DIST W3 APPR DATE: MM / DD / YYYY
WAS THIS A MULTIPLE COMPLETION? N WELL WAS CONVERTED TO FRESH WATER USE? N

PLUG 1 PLUG 2 PLUG 3 PLUG 4 PLUG 5 PLUG 6 PLUG 7 PLUG 8

BOTT DEP: 10600 3606 650 23

SACK CEM: 5 70 55 10

CALC TOP: 10580 3505 550 3 -
TOP/PLUG:

TYPE CEM: H H H H

*

* SCREEN OPTIONS: 17=PLUG CAS/TUB/PERFS, 18=WATER/LOGS/REMARKS *
* SELECT OPTION: _ (01=RETURN TO MENU, 00=HELP AND OTHER OPTIONS) *
DEPRESS ENTER TO SEE PLUG CASING/TUBING/PERFS



11:44:18 Thu Jan

PERMIT # ====>
PERMIT TYPE
OPERATOR
ADDR 1
ADDR 2

=>

e i

LEASE

COUNTY
ONSHORE CNTY >

RECEIVED
ISSUED
AMENDED
EXTENDED ====>
EXPIRATION
SURF CASING

3

==
=>

PF1=DAPI
_ MENU

PF2=

_ SURF LOC

29, 2015

DRILLING PERMIT MASTER DATA INQUIRY

706290
DRILL

WCS OIL & GAS CORPORATION

PO BOX 9159

DALLAS
PECORE-BRAZOS
03

BURLESON

12 02 2010 WELL STAT

X

75209

==>

01 10 2011 STAT DATE ==>

CANCELLED

RE
01 10 2013

P-5 PF3=WELL

ASON

BORE

_ BH LOC

PRESS ENTER FOR FIELD SCREEN

——

FICHE SET ===>
SIDE/DIR/HORZ>
OPERATOR # ==>
UNIQUE # ====>

RESTRICTIONS >
REMARKS
WELL #

ACRES
API # =======>

P-12
W-1A

H-9
RULE 37
RULE 38 #

2

HORIZONTAL
902624
¥
N

1H
12500
388.67
051 33683
N
N
N
¥
N

# ==> 0268645 H2(A)

PF4=CURRENT FILING PF5=SCROLL FILINGS

_ RESTRICTIONS

__ REMARKS

_ DAOI

__ HELP



File No. ME 10333

__L__en.';t Qeuiu_-_g County

Date Filed: 3/5/15

Bg@}orge P. Bush, Commissioner




Postage & Fees Paid
USPS

UNITED STATES POSTAL SERVICE ‘ " || | First-Class Mail
Permit No. G-10

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

03111

MF _lOF32

AARON DE LEON

TEXAS GENERAL LAND OFFICE
PO BOX 12873

AUSTIN TX 78711-2873




SENDER: COMPLETE THIS SECTION

® Complete items 1, 2, and 3. Also complete
item 4 if Restricted Delivery is desired.

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

m Attach this card to the back of the mailpiece,
or on the front if space permits.

1. Article Addressed to:

WCS Oil and Gas Corporation.?;;-

Attn: Bruce J. Stensrud
P.O. Box 9159
Dallas, Texas 75209

COMPLETE THIS SECTION ON DELIVERY
A Slgna!ure
O Agent
J/ I 12%)

[J Addressee
B. .Rsc:elveﬁy ( Pnnted Name)
i

C. Date of Delivery

cTers 3 afiy
D. Is delivery address different from item 17 [ Yes
If YES, enter delivery address below: [ No

3. Service Type
[ Certified Mall [0 Express Malil
[ Registered O Return Receipt for Merchandise
[ Insured Mail O c.o.D.

4. Restricted Delivery? (Extra Fee) O Yes

2. Article Number
(Transfer from service label)

70LL 1150 0001 241k 592k

PS Form 3811, February 2004

Domestic Return Receipt

102595-02-M-1540



U.S. Postal Servicem
CERTIFIED MAIL.. RECEIPT

Sirvet, A Attn: Bruce J. Stensrud
s s P.O. Box 9159
Dallas, Texas 75209

ﬁ (Domestic Mail Only; No Insurance Coverage Provided)
5 For delivery information visit our website at www.usps.comg
i |
—
% Postage | $
- Cerlified Fee
) .
o * Retum Recelpt Fee o;t;:: rk
3 (Endorsement Required)
= Restricted Delivery Fee
=] (Endarsement Required)
n \
1 Total Poctana & Faae | &
- -
~q [SentTo WCS Oil and Gas Corporation
—
=
l'L.




Certified Mail Provides:

m A mailing receipt

A unique identifier for your mailpiece

m A record of delivery kept by the Postal Service for two years

Important Reminders:
m Certified Mail may ONLY be combined with First-Class Mailg or Priority Mailg.
m Certified Mail is not available tor any class of international mail.

m NO INSURANCE COVERAGE IS PROVIDED with Certified Mail. For
valuables, please consider Insured or Registered Mail.

m Fr an additional fee, a Aeturn Receipt may be requested to c[prmride proof of
delivery. To obtain Return Receipt service, please complete and attach 2*Return
Receipt (PS Form 3811) to the article and add applicable postage to cover the
fee. Endarse mailpiece "Return Receipt Requested”. To receive a fee waiver for
a dupli%ate return receipt, a USPSg postmark on your Certified Mail receipt is
required.

-
® For an additional fee, delivery may be restricted to the addressee or
addressee's authorized agent. Advise the clerk or mark the mailpiece with the
endorsement "Restricted Delivery”.
m |f a postmark on the Certified Mail receipt is desired, ﬁiease present the arti-
cle at the post office for postmarking. If a postmark on the Certified Mail
receipt is not needed, detach and affix label with postage and mail.

IMPORTANT: Save this receipt and present it when making an inquiry.
PS Form 3800, August 2006 (Reverse) PSN 7530-02-000-9047



TEXAS GENERAL LAND OFFICE
GEORGE P. BUSH, COMMISSTONER

March 5, 2015

Bruce Stensrud

WCS Oil and Gas Corporation

4807 Lovers Lane

Dallas, Texas 75209 .

Via CMRRR # 7011 1150 0001 2416 5926

RE: State Lease MF110733 River Lease dated April 6, 2010
Primary Term: 3 years
Recorded in Volume 9647, Page 286, Burleson County, Texas
50 acres located on Tract 8-C of the Brazos River, Burleson
and Brazos Counties, Texas

Dear Mr. Stensrud:

The primary term of the referenced lease expired April 6, 2013, In reviewing the lease, we find the approved RRC
Permit #706290 to drill the well #1H (API #42-051-33683). However, we do not find any documentation in the file
that evidences operations on this well beyond the permit.

Please note Paragraph 6(B) of the lease which requires that certain information regarding permits and drilling
records must be submitted to the General Land Office. If operations were commenced on this lease, please forward
all records required by the terms of the lease to me immediately.

You have 30 days from the receipt of this letter in which to present evidence and convince the General Land Office
that tne subject lease has not terminated. If such evidence has not heen presented at the expiration of the 30-day
period, this lease shall be endorsed “terminated”.

If the well is plugged, a copy of Railroad Commission Form W-3 must be filed with our office.

Texas General Land Office
Energy Resources, Mineral Leasing
512-463-5023

aaron.deleon(@glo.texas.gov

1700 North Congress Avenue, Austin, Texas 78701-1495
P.O. Box 12873, Austin, Texas 78711-2873
512-463-5001 glo.texas.gov
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