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AMMUNI I I:. UIL & U A :S t.;UMt'ANT 

Commissioner, Texas General Land Office 6/27/2014 
Bonus - MGL 132 30,050.00 

• ••• • •• • • • • • ••• • • • • • • • • • • • •• •• • • • • ••• 

Broadway Bank Chec Bonus - MGL 132 30,050.00 



AMMONITE OIL & GAS COMPANY 

Commissioner, Texas General Land Office 6/27/2014 
Sales fee - MGL 132 450.75 

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

Broadway Bank Chec Sales Fee - MGL 132 450.75 
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OIL AND GAS LEASE BID APPLICATION 

I agree, if awarded a lease on the referenced tract, to comply w ith all terms 
and conditions of said lease and with all applicable laws that so govern said 
lease, and as those laws m y be amended. 

Name : 

Count 

• •• 

(I f Applicable) . •• • •• 

-"'-B~Io.,.,ck""'"fi~sp""'" . .._: ______ S...,e...,ct~i""'o'""n/T'-'-'-'ra,_,ct,...:,_...$~_,...._.B~----'-'Ac,.,_r=es,_,:_--lz....._._. ____..O...c..___•.! • • • 
(If Applicable) 
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(type/pnnt above) f- f 
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fi;tJ£ tlwJJ te-tJ F I rT V /JOLLJtt;es q, 7 S (!£;(Irs 

(type/print above) ' 

This Sales Fee is 1 112% of the cash bonus as provided in Section 32.1 10 of the 
Natural Resources Code as amended. 

APPLICANT NAME BONUS AMOUNT ONLY (A) 
(Do Not include salesle~ 
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Lease Form 
Re• ised I 0/99 
Rh,er 

~ustin, Z!texas 
OIL Ai'ID GA LEA E 

:>.0. 111-116704 

WHEREA , pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (sa1d Code be10g heremafter referred to as NRC), and subJe<:t 10 all 
mles and regulations promulgated by the CommiSSioner of the General Land Office and/or the School Land Board pursuant thereto, and all other apphcable statutes and amendments to sa1d 
N.R.C., the followmg area, 10-w11 

TRACT 8-B OF Til E PECO RIVER. LOVJ;>;G AND REEVE CO :>.TIE , TEXA , CO'>TA I I"G PPROXI\1ATEL\' 7 ACRE ; TRACT 8-B I DOU DON IT 
UPSTREAM E 0 DY TilE liM IAN fATE IT, AID 'IT BEING tORE PARTIC LARL' DEC RIBED II\ Ml'IERAI FILE \1-93618, AID 1\11 'ERAL FILE 
C RR E 'TU 0 FIL E I TilE ARC II JVE & RECORD OIVJ ION OF TilE TEXA GE I:RAL LA '0 OFFICE, ALSTI , TEXA , A '110 I BO NO 0:-o IT 
DOWN TREA 1 E D BY A NOR Ti l EA T ERL Y EXT EN 10:-. OF THE 'IORTHWE T LINE OF ECTION 32, OLO K 2, OTTO L. CUCRG ER URVEY, A- 1833, REEVE 
co m , 

was, after be10g dul) advemsed, offered for lease on the I" day of July, 1014, at JO·OO o'clock am, b) 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 dnlhng for, and producmg 011 and/or gas that may be found and produced from the abo\e descnbed area, and 

WI I EREA , after all b1ds and remlltances wh1ch were rece1ved up to sa1d time have been duly cons1dered b) the CommiSSIOner oft he General Land Office and the School Land Board at a 
regular meeting thereof 10 the General Land Office, on the I" day of July, 1014, heremafter the "effective date" and 11 was found and deterrmned that A \11110\ ITE OIL & G CORP. 
whose address IS SIS CONGRE AVE E, UITE 14SO, AU Tl ', TEXA 7870 1, had offered the h1ghes1 and best b1d for a lease of the area above descnbed and IS, therefore, entitled to 
rece1ve a lease thereon 

NO\\ , THEREFORE, I, Jerry E Panerson. CommiSSIOner of the General Land Office of the State of Texas, here10after sometimes referred 10 as "Lessor," "hose address IS Austin, Te,as, by 
vtnue of the authonty vested m me and m constderatlon of the payment by the here10after des1gnated Lessee, the sum of Thirt) Thou and Fifl) nd 00/100 Dollars (S30,0SO.OO). rece1p1 of 
wh1ch 1s hereby acknowledged and of the royalties, covenants, stipulations and conditiOns con1a10ed and here b) agreed to be pa1d, observed and performed b) Lessee, do hereby dem1se. grant, 
lease and let unto the above mentioned b1dder the exclus1ve nght to prospect for, produce and take 011 and/or gas from the aforesa1d area upon the folio" 10g terms and conditiOns, to-" 11 

1. RE ERVA TIO'I· There 1s hereby excepted and rese.-t:d 10 Lessor the full use of the propeny covered hereby and all nghts w1th respect to the surface and subsurface thereof for any 
and all purposes except those granted, and to the extent herem granted to Lessee, the nght to grant th1rd pamcs se1sm1c, gcophys1cal and gcolog1cal perrn11s and to enter 1010 other agreements 
w11h 1h1rd pames, wh1ch allow such tlurd pan1cs to conduct geophys1cal, geolog1cal or se1S1mc surveys on, over, under, through and across the land covered herem dunng the term of1h1s lease, 
and the nghts of 10gress and egress and usc of sa1d lands by Lessor and 11s m10erallessees for purposes of explonng for and producmj! the mmerals which are not covered. or wh1ch may not be 
covered m the future, under the terms of1h1s lease, but wh1ch may be located w11hm the surface boundanes of the leased area All of the nghts m and to the leased prem1ses re1a10ed by Lessor 
and all of the nghts m and 10 the leased prem1ses granted 10 Lessee herem shall be exerc1sed m such a manner that neither shall unduly mtcrfere wuh the operat1ons of the other 

2. TER,\ 1 SubJect to the other pr0\1SIOns hereof, thts lease shall be for a term of three (3) )ears from the effecuve date hereof(herem called "pnmary term") and as long thereafter as oil or 
gas 1s produced m paymg quantities from sa1d area 

3. DELA V RE rTAL If no \\ell be commenced on the land hereby leased on or before the anm\ersary date of 1h1s lease. 1h1s lease shall term mate as to both pames unless the Lessee on 
or before sa1d date shall pay or tender to the CommiSSIOner of the General Land Office oft he State of Texas at Ausun, Te~as, the sum of Fh e Dollars (SS.OO), per acre, wh1ch shall operate as 
remal and cover the pnv1lcge of dcferrmg the commencement of a well for twelve (12) montlts from sa1d date In hkc manner and upon hke payments or tenders the commencement of a \\ell 
may be fun her deferred for hke penods oft he same number of months successively dunng the pnmary term hereof 

4. PROD CflON ROY ALTI E Upon producuon of 011 and/or gas, the Lessee agrees to pay or cause to be pa1d to the Comm1sstoner of the General Land Office m Austm, Texas, for 
the use and benefit of the State of Texas, dunng the term hereof 

(A) OIL As a royally on 011. wh1ch IS defined as mcludmg all hydrocarbons produced 10 a hqu1d fonn at the mouth oft he "ell and also all condensate, distillate, and other hqu1d 
h) drocarbons reco,cred from 011 or gas run through a separator or other eqUipment, as heremafter proVIded. 1/4 pan of the gross produc11on or the market value thereof, at the opuon of the 
Lessor, such value to be determmed by I) the lughest posted pnce, plus premmm, 1f any, offered or patd for 011. condensate, d1st1llate, or other hqUJd hydrocarbons, respecuvel), of a hke l)pe 
and gravn) m the general area where produced and when run, or 2) the h1ghes1 market pnce thereof offered or pa1d 10 the 8eneral area where produced and" hen run, or 3) the gross proceeds 
of the sale thereof. wluchevcr IS the greater Lessee agrees that before an) gas produced from the land here b) leased IS sold. used or processed m a plant. 11 "111 be run free of cost to Lessor 
through an adequate 011 and gas separator of convenuonaltype or other eq01pmen1 at least as efficient to the end that all hq01d hydrocarbons recoverable from the gas b) such means" 111 be 
recovered Upon wrmen consent of Lessor, the reqmrement that such gas be run through such a separator or other equ1pmcn1may be wa1ved upon such terms and condmons as prescnbed by 
Lessor 

(0) i\0:-.-PROCE ED GA As a royalty on an) gas (includmg nared gas), "h1ch 1s defined as all hydrocarbons and gaseous substances not defined as 011 m subparagraph (A) 
above, produced from an)· \\ell on sa1d land (except as pro\1ded herem w11h respect to gas processed m a plant for the extracuon of gasohnc, hq01d h)drocarbons or other products) 1/4 pan of 
the gross producuon or the market value thereof, at the option of the Lessor, such value 10 be based on the h1ghest market pnce pa1d or offered for gas of comparable quaht) m the general area 
where produced and "hen run, or the gross pnce pa1d or offered 10 the producer, wh1che,er ts greater pro\1ded tl1at the maxtmum pressure base m measunng the gas under 1h1s lease contract 
shall not at any ume exceed 14 6S pounds per square mch absolute, and the Standard base temperature shall be s1x1y (60) degrees Fahrenhe11, correctiOn 10 be made for pressure aecordmg to 
Boyle's Law, and for spec1fic grB\11) aceordmg 10 test made b) the Balance Method or by the most appro,ed method oftesung bemg used b) the 10dus1ry at the ume of testing 



(C) PROCESSED GA : As a royally on any gas processed m a gasoline plant or other plant for the recovery of gasohne or other hqmd hydrocarbons, 1/4 pan of the res1due gas and the 
liqUid hydrocarbons extracted or the market value thereof, at the op11on of the Lessor All royal11es due herem shall be based on one hundred percent (I 00%) of the total plant production of 
res1due gas attributable 10 gas produced from th1s lease, and on fifty percent (50%) or that percent accnung to Lessee, wluchever 1s the greater, of the total plant produc11on of llqmd 
hydrocarbons, attributable to the gas produced from th1s lease, provtded that 1f llqmd hydrocarbons are recovered from gas processed m a plant m wh1ch Lessee (or liS parent, subs1d131) or 
affiliate) owns an mterest, then the percentage applicable to hqmd h)drocarbons shall be fift) percent (50%) or the h1ghes1 percent accnung to a th1rd pan) processmg gas through such plant 
under a processmg agreement negollated at anns' length (or 1f there IS no such 1h1rd pany, the h1ghes1 percent then bemg spee1fied m processmg agreements or contracts m the mdustf) ), whichever 
ts the greater The respecu•e royah1es on res1due gas and on llqu1d h)drocarbons shall be detenmned by I) the h1ghes1 market pnce pa1d or offered for an) gas (or llqmd hydrocarbons) of 
comparable qual11y m the general area or 2) the gross pnce pa1d or offered for such res1due gas (or the weighted average gross selhng pnce for the respective grades of llqmd hydrocarbons), 
wh1chever IS the greater In no event, ho"ever, shall the royal11es payable under t1us paragraph be less than the royal11es wh1ch would ha\e been due had the gas not been processed 

(D) OTHER PRODUCT : As a royalry on carbon black, sulphur or any other products produced or manufacmred from gas (excepting liqu1d hydrocarbons) whether sa1d gas be 
"casmghead," "dry" or any other gas, b)' fractionating, bummg or any other proccssmg, 1/4 pan of gross produc11on of such products, or the market value thereof, at the op11on of Lessor, such 
market value 10 be determmed as follows· 

(I) On the basts of the h1ghes1 market pnce of each product, dunng the same month in wh1ch such produc11s produced, or 
(2) On the bas1s of the average gross sale pnce of each product for the same month m wh1ch such products are produced, wh1che•er IS the greater 

(E) '\ 0 DEDUCTIO'\ : Lessee agrees that all royalues accrumg to Lessor under 1h1s lease shall be w1thou1 deduc11on for the cost ofproducmg, transpomng, and othei'Wise malang the 
011, gas and other products produced hereunder read) for sale or use 

(F) ROYAL T\ I'\ Kl '\ D: Not\\ llhstandmg anythmg contamed herem to the contraT), Lessor ma), at liS op11on, upon not less than 60 days no11ce to Lessee, reqmre at an) tune or from 
11me to 11me that payment of all or an) royal11es accrumg to Lessor under this lease be made m kmd wllhout deduction for the cost of producmg, gathenng, stonng, separa11ng, 1rea11ng, 
dehydraung, compressmg, processmg, transponmg and otherw1se makmg the 01!, gas and other products produced hereunder ready for sale or use. Lessor's nght to take ns royalty m kmd shall 
not dunuush or negate Lessor's nghts or Lessee's obhga11ons, whether express or 1mplied, under tins lease 

(G) PLA 'T FLEL A;\0 RECYCLED GA : No royalty shall be payable on any gas as may represen11h1s lease's propomonate share of any fuel used to process gas produced hereunder 
m an) processmg plant Notwnhstandmg anythmg contamed herem to the contrary, and subJect to the consent m \\11llng of the CommiSSioner of the General Land Office, Lessee may recycle gas 
for gas lift purposes on the leased prem1ses after the hqu1d hydrocarbons contamed m the gas have been removed, and no royal11es shall be payable on the gas so reC)cled unul such ume as the 
s:une ma) thereafter be produced and sold or used b) Lessee m such marmer as to enmle Lessor to a TO) a h) thereon under the royal I) provtSIOns of thiS lease 

(II) \ll;\'1\1 L \I RO\ A L T \ : Dunng any )eaT after the e'p1rauon of the pnmary term of tlus lease, 1fth1s lease IS mamtamed b) producuon, the royalues pa1d 10 Lessor m no event shall 
be less than an amount equal to the total armual delay rental herem provtded, otherwise, there shall be due and payable on or before the last da) of the month succeedmg the anmversary date of 
1h1s lease a sum equal to the total armual rental less the amount of ro)·allles pa1d dunng the precedmg )·ear 

(I) 1ARGI AL PRODUCTION ROYALTY: Upon Lessee's wnuen application, the School Land Board may reduce the royalty rate set out m 1h1s paragraph and/or the mmimum 
royal!) set out m subparagraph 4 (I) 10 extend the econom1c life of 1h1s lease and encourage recovery of 011 or gas that m1gh1 otherwtse remam unrecovered Any such royalry reduction must 
conform 10 the requirements of any School Land Board admm1strauve rules on 1h1s subJect. Royalty may not be reduced below the applicable 51 a tutory mmimum 

S. ROYAL n · PA \'1\IE:--'T A '0 REPORTS· All royalues not taken m kmd shall be pa1d 10 the CommiSSioner of the General Land Office at Austin, Texas, m the follow1ng marmer 
Pa)ment of royal!) on producuon of 011 and gas shall be as pro'1ded in the rules set fonh m the Te~as Reg~ster Rules cunently pro,1de that royal I)' on oil tS due and must be rece1ved m the 
General Land Office on or before the 5th day of the second month succeedmg the month of producuon. and roy all)• on gas 1S due and must be rece1ved m the General Land Office on or before the 
15th da) of the second month succeedmg the month of producuon, accomparued by the affidavtt of the 0\\1ler, manager or other authonzed agent, completed m the form and manner prescnbed b) 
the General Land Office and showmg the gross amount and d1sposmon of all 011 and gas produced and the market value of the 011 and gas, together ""th a copy of all documents, records or 
repons confirmmg the gross produc11on, d1spos1110n and market value mcludmg gas meter readmgs, p1pehne rece1p1s, gas line rece1p1s and other checks or memoranda of amount produced and put 
11110 p1pellncs, tanks, or pools and gas lines or gas storage, and any other repons or records wh1ch the General Land Office ma) reqUire to venfy the gross produc11on, d1spos111on and market 
value In all cases the authont) of a manager or agent 10 act for the Lessee herein must be filed m the General Land Office Each royally payment shall be accompamed by a check stub, 
schedule, smnmary or other remmance adVJce showmg by the ass1gned General Land Office lease number the amount of royally bemg pa1d on each lease. If Lessee pays Ius royalty on or before 
1h1ny (30) days after the royalty payment was due, then Lessee O\\eS a penalt) of 5% on the royally or $25 00, wh1chever IS greater A royalty payment wh1ch IS over 1h1ny (30) days late shall 
accrue a penah} of 10% of the royalty due or $25.00 wh1chever IS greater In addmon to a penally, TO)allles shall accrue Interest at a rate of 12% per year; such Interest w1ll beb"n accrumg when 
the royalty IS SIXl) (60) days overdue Affidavtts and supponmg documents "h1ch are not filed when due shall mcur a penally man amount set by the General Land Office adm1msrrauve rule 
\\htch IS effecuve on the date "hen the affidavtts or supponmg docUJnents "ere due The Lessee shall bear all respons1b1ht) for paymg or caustng royalues to be pa1d as prescnbed by the due 
date provtded herem Payment of the delinquency penal I) shall m no "a) operate to proh1b111he State's nght of forfe11ure as pro\1ded by Ia" nor act to postpone the date on wh1ch royal11es "ere 
ong~nally due The above penalt) provts1ons shall not appl) m cases of mle d1spu1e as to the State's pomon of the royal I) or to that pon1on of the royal I)' m d1spu1e as to fa1r market value 

6. (A) RE ERVE , CO:-o'TRACT AND OTHER RECORD : Lessee shall annuall) furn1sh the CommiSsioner of the General Land Office w1th ItS best poss1ble esumate of 011 and gas 
reserves underlymg th1s lease or allocable to th1s lease and shall fum1sh sa1d Commiss1oner w1th cop1es of all contracts under wh1ch gas IS sold or processed and all subsequent agreements and 
amendments to such contracts w11hm tluny (30) days after entenng 11110 or makmg such contracts, agreements or amendments Such contracts and agreements when rece1ved by the General Land 
Office shall be held m confidence by the General Land Office unless otherw1se authorized by Lessee All other contracts and records penammg to the producuon, transponation, sale and 
markc11ng of the oil and gas produced on sa1d premises, mcludmg the books and accounts, rece1p1s and d1scharges of all wells, tanks, pools, meters, and pipelmes shall at all tunes be subject to 
1nspec11on and exammation by the Commiss1oner of the General Land Office, the Anorney General, the Governor, or the representallve of an) of them. 

(B) DR I LLI'/G RCCORO : Wnnen nonce of all operauons on 1h1s lease shall be submmed 10 the Comm1ss1oner of the General Land Office b) Lessee or operator five (5) days before 
spud date, workover, re~ntl") , temporary abandonment or plug and abandonment of any well or \\ells Such \\nlten nonce to the General Land Office shall melude cop1es of Railroad 
Co1run1SS1on forms for apphcanon 10 dnll Cop1es of well tests, complellon repons and pluggmg repons shall be supphed 10 the General Land Office at the ume the) are filed \\1th the Texas 
Railroad Comm1ss1on Lessee shall supply the General Land Office \\llh an) records, memornnda, accounts, repons, cuumgs and cores, or other mformauon relauve to the opera11on of the 
above-descnbed prem1ses, \\h1ch may be requested by the General Land Office, m addmon to those herem expressly proVIded for Lessee shall have an electncal and/or rad10BCIIV1IY survey 
made on the bore-hole sec11on. from the base of the surface casmg to the total depth of well, of all "ells dnlled on the above descnbed prem1scs and shalltransmll a tme copy of the log of each 
survey on each well to the General Land Offi ce within fifteen ( 15) days after the makmg of sa1d survey 

(C) PE 'A L T1 E : Lessee shall mcur a penalty whenever repons, documents or other matenals are not filed m the General Land Office when due The penah) for late lihng shall be set 
by the General Land Office admimstrall~e rule "h1cb is effectl\ e on the date when the matenals were due m the General Land Office 

2 



7. RETAI:>IED ACREAGE: Notw1thstandang any proviSion oftlus lease to the contnlr). after a "ell producmg or capable of producang oal or gas has been completed on the leased premases, 
Lessee shall c~ercase the dahgence of a reasonabl) prudent operator an dnlhng such addauonal "ell or "ells as rna) be reasonabl) necessar) for the proper development of the leased premases and 
an markeung the producuon thereon 

(A) VERTICAL. In the event thas lease as an force and effect two (2) years after the e~parataon date of the pnllUir)· or extended tenn 11 shall then tennanatc as to all of the leased premascs, 
EXCEPT (1) 40 acres surroundang each oal well capable of producang an pa)1ng quanutaes and 320 acres surroundang each gas "ell capable of producmg an pa)'lng quanuues (includmg a shut-an 
oal or gas well as proVIded an Paragraph 11 hereof), or a well upon whach Lessee IS then engaged an conunuous dnlhng or rewotimg operauons. or (2) the number of acres mcluded an a producang 
pooled unll pursuant to Natural Resources Code Secuons 52 I 51-52 153, or (3) such greater or lesser number of acres as may then be allocated for producuon purposes to a prorauon umt for 
each such producang well under the rules and regulauons of the Raalroad Commassaon of Texas, or any successor agenc), or other governmental authonl) ha\1ngJunsdacuon Wulun 90 days of a 
panaaltennanataon ofthas lease m accordance wnh th1s subparagraph and upon payment of the manamum filang fee set by General Land Office rules m effect at the umc of the panaaltennanauon, 
Lessee shall have the ngln to obtam a surface lease for mgress and egress on and across the tennmated ponaon of the leased prem1ses as rna) be reasonabl) neccssar) for the commued operauon 
of the ponaons of the lease rcmaanang an force and effect If Lessee faals to apply for a surface lease wuhan the 90 day penod specaficd above, Lessee ma) apply for a surface lease from the Land 
Office, bu1 the Land Commassaoner has 1he dascreuon 10 grant or deny such application and to set the fcc for such surface lease 

(11) HOR IZONTAL In the eventthas lease as an force and cffec11wo (2) years after the e\parntlon date of the pnmary or extended tenn 11 shall funher tennanatc as to all depths below 100 
feet below the total depth dnlled (hercannfler "deeper depths") an each well located on acreage rctaaned an Paragraph 7 (A) above, unless on or before two (2) years after the pnmat) or extended 
tenn Lessee pays an amount equal to one-half (1/2) of the bonus ongmally paad as consadcratlon for thas lease (as specafied on page I hereof) If such amount as paad, th1s lease shall be an force 
and effect as to such deeper depths, and sa1d tennanatlon shall be delayed for an addatlonal penod of two (2) years and so long thereafter as oal or gas as produced an paymg quanuues from such 
deeper depths co'ered by thas lease 

(C) IDE 'TI FICA T IO' A' D Fl Ll 'G: The surface acreage retamed hereunder as to each well shall, as nearly as pracucal, be an 1he fonn of a square \\1th the well located an the center 
thereof, or such other shape as may be approved by the School Land Board W1thm thany (30) days after panaaltcnnmatJOn of th1s lease as pro'1ded herem, Lessee shall execute and record a 
release or releases contamang a satlsfactof) legal descnpuon of the acreage and/or depths not retaaned hereunder The recorded release, or a cemfied copy of same, shall be filed an the General 
Land Office, aceompamed by the fihng fee prescnbed by the General Land Office rules an effect on the date the release IS filed If Lessee fatls or refuses to c'ccute and record such release or 
releases \\1than nmery (90) days after beang requested to do so by the General Land Office, then the Commass1oner at has sole dascretlon rna) desagnate b) wnnen anstrument the acreage and/or 
depths to be released hereunder and record such mstrument at Lessee's expense an the count) or counties where the lease as located and an the officaal records of the General Land Office and such 
desagnatlon shall be bandang upon Lessee for all purposes If at any ume after the effecu'e date of the panaal tennanauon pro\1saons hereof, the applicable field rules are changed or the well or 
wells located thereon are reclassafied so that less acreage as thereafter alloca1ed to saad well or wells for producuon purposes, tlus lease shall thereupon tcnnanate as to all acreage not thereafter 
allocated to saad well or wells for productaon purposes 

8. OFF ET \\ELL : If oal and/or gas should be produced an commercaal quanmaes from a well located on land pnvatel) owned or on State land leased at a lesser royalt), wh1ch well as 
wuhan one thousand ( 1,000) feet of the area ancluded herem, or" hach well as drammg the area covered by thas lease, the Lessee shall, wuhan saxty (60) days after such matlal production from the 
draanang well or the "eiiiOCllted wuhan one thousand (1,000) feet from the area covered by th1s lease began an good faath and prosecute dahgentl) the dnlhngofan offset well on the area covered 
b) thas lease, and such offset "ell shall be dnlled to such depth as rna) be necessary to prevent the undue draanage of the area covered b) thas lease, and the Lessee, manager or dnllcr shall usc all 
means necessary an a good fauh cffon to make such offset well produce 011 and/or gas an commercaal quantuaes Only upon the detennmauon of the Commassaoner and wuh has wnnen approval, 
may the pa)1nent of a compensatOr) royalty sausfy the obhgauon to dnll an offset well or wells requared under thas Paragraph 

9. DRY HOLEICE ATIO 1 OF PRODUCTION DURI 'G PRII\IARY TERM : If, dunng the pnmary tenn hereof and pnor to dascovef) and productaon ofoal or gas on saad land, 
Lessee should dnll a dry hole or holes thereon, or af dunng the pnmaf) tenn hereof and after the dascovery and actual production of oal or gas from the leased premases such producuon thereof 
should cease from any cause, thas lease shall not tennanate af on or before the cxparauon of stxt) (60) days from date of completion of sa ad df) hole or cessation of producuon Lessee commences 
adduaonal dnlhng or rewotiang operataons thereon, or pays or tenders the next annual dela) rental an the same manner as pro,1ded an thas lease If, dunng the last )ear of the pnmaf) tenn or 
wuhan saxty (60) days pnor thereto, a df) hole be completed and abandoned, or the production of oal or gas should cease for any cau~c. Lessee's nghts shall remaan m full force and effect wuhout 
fun her operauons unul the exparauon of the pnmat) tcnn, and af Lessee has not resumed productaon an payang quanta lies at the c\pii'3110n of the pnm3f) tenn, Lessee may mamtam thts lease by 
conducting additional dnlllng or re" oaiang operations pursuant to Paragraph I 0, usang the exparauon of the pnmary tenn as the date of cessanon of producuon under Paragraph I 0 Should the 
first "ell or an) subsequent well dnlled on the above dcscnbed land be completed as a shut-an oal or gas well wothan the pnm3f) tenn hereof, Lessee may resume payment of the annual rental an 
the same manner as pro\1ded herem on or before the rental pa) ang date follow mg the exparauon of saxt) (60) days from the date of complenon of such shut-an oal or gas "ell and upon the faa lure 
to make such payment, tlus lease shall apso facto tennmate If at 1he exparauon of the pnmary tenn or any llmc thereafter a shut-an oal or gas well1s located on the leased premascs payments rna) 
be made m accordance woth the shut-an pro\1saons hereof 

10. CE SATION, DRILL! G, AND REWORK! 'G: If, after the exparatlon of the pnmary 1cnn, production of oal or gas from the leased premases, after once obtaaned, should cease from 
any cause, thas lease shall not tennanate af Lessee commences addmonal dnlhng or reworking operauons wuhan saxty (60) days after such cessauon, and thas lease shall remaan an full force and 
effect for so long as such operations conunue an good fauh and m workmanlike marmer wuhout mtemapuons totaling more than sa>ty (60) days If such dnllmg or reworkang operauons result an 
the producuon of oal or gas, the lease shall remam in full force and effect for so long as oal or gas as produced from the leased premases an pa)'lng quanunes or pa)'lnent of shut-an oal or gas well 
royalues or paymem of compensatory royalues as made as pro,1ded herem or as pro'1ded by law If the dnlhng or reworkang operations result an the completion of a well as a df) hole, the lease 
wall nottennmate afthe Lessee commences addatlonal dnlhng or reworking operauons wuhan stxty (60) days after the completion of the well as a df) hole. and thas lease shall remam an effect so 
long as Lessee conunues dnlhng or rew orkang operations an good fanh and m a wotimanhke manner wuhout mtemap110ns totahng more than SIX!) (60) days Lessee shall g1ve wnnen nouce to 
the General Land Office watlun thany (30) days of any ccssauon of production 

I 1. II UT-IN ROYAL TIE : For purposes ofthas paragraph, "well" means an~ well that has been assagncd a well number by the state agenC) ha,,ngJunsdacuon over the production ofoal 
and gas If at an) ume after the exparauon of the pnmary tenn of a lease that, unul beang shut an, was beang maantamed m force and effect, a well capable of producang oal or gas m pa)1ng 
quant111es IS located on the leased prem1ses, but oal or gas as not beang produced for lack of suuable production facahtles or lack of a sunable market, then Lessee rna) pay as a shut-m otl or gas 
royalt) an amount equal to double the annual rental pro\1ded m the lease, but not less than Sl.200 a year for each well capable ofproducmg oal or gas m paymg quantities To be cffecuvc, each 
uuual shut-an oal or gas royalt) must be paad on or before (I) the exparauon of the pnm3f) tcnn, (2) 60 days after the Lessee ceases to produce oal or gas from the leased premases, or (3) 60 days 
after Lessee completes a dnlhng or re"orkmg operauon m accordance woth the lease pro,1saons, whache,er date as latest If the shut-an oil or gas royal!) as p31d, the lease shall be consadcred to 
be a producang lease and the pa)'lnent shall c\lcnd the tenn of the lease for a penod of one )Car from the end of the pnmary tenn, or from the firs1 da) of the month follo"10g the month m whach 
production ceased, and, after that, af no sunable production facahues or sunable market for the oil or gas exaStS, Lessee may extend the lease for four more succcsSIV'e penods of one (I) year by 
pa)'lng the same amount each year on or before the exparauon of each shut-m year 

12. C0:\1 PE!\ A TOR\ ROY i\ L T l E : If, dunng the penod the lease IS kepi m effect by payment of the shut-m 011 or gas royalty, oal or gas as sold and deh,ered m paymg quantmes from a 
well IOCllted wuhan one thousand ( 1,000) feet of the leased prcmases and completed an the same producmg reservoar, or m any case m w hach dramage as occurnng, the nght to contmue to mamtam 
the lease by pa)'lng the shut-m oal or gas royalty shall cease. but the lease shall rem am effectave for the remamder of the year for wluch the royalty has been paad The Lessee may mamtam the 
lease for four more successavc years by Lessee paymg compensatory royalty at the royalt) rotc proVIded m the lease of the market value ofproducuon from the well causmg the dramage or whach 
is completed m the same producmg reservoar and wuhan one thousand {1,000) feet of the leased premases. 1l1e compensatory royalty IS to be paad monthly to the Commassaoner begannmg on or 
before the last day of the month followmg the month m whach the oal or gas as produced from the well causmg the dramage or that as completed mthe same producmg reservoar and located wuhm 
one thousand (1,000) feet of the leased prenuscs, af the compensatory royally prud 111 any 12-momh penod as man amount less than the annual shut-an oil or gas royally. Lessee shall pay an 
amount equal to 1he dafference watlun tluny (30) days from the end of the 12-month penod, and none of these pro,,saons woll rehe'e Lessee of the obhgauon of reasonable de,clopmcnt nor the 
obligatiOn to dnll offset "ells as proVIded m NRC Secuon 52.034, however, at the dctcnnmatlon of the Co1rumssaoner, and w1th the Commassioner's wnnen approval, the payment of 
compensatory royaltaes shall sat1sf) the obhgatlon to dnll offset wells Compensator) ro)alt) pa)ments whach are not umcly paad "111 accrue penalty and mlerest m accordance woth Paragraph 5 
of thas lease 
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13. EXTE~SI O'IS: If, at the exptrauon of the pnmal) tenn ofllus lease, producuon ofoli or gas has not been obtamed on the leased premtses but dnlhng operauons are bemg conducted 
thereon m good fauh and m a good and workmanlike manner, Lessee rna), on or before the exptrauon of the pnmary tenn, file m the General Land Office wnnen apphcauon to the Commtsstoner 
of the General Land Office for a thtny (30) day extenston of thts lease, accompamed b) payment of Three Thousand Doll an; ($3,000.00) tf thts lease coven; stx hundred fony (640) acres or less 
and Stx Thousand Dollan; (S6,000 00) tf thts lease coven; more than stx hundred fony (640) acres and the Commisstoner shall, 10 wntmg, extend this lease for a thtny (30) day period from and 
after the exptranon of the pnmary tenn and so long thereafter as oil or gas ts produced m paymg quanuues, provided further, that Lessee may, so long as such drilhng operations are bemg 
conducted make hke applicauon and payment dunng any tluny (30) day extended penod for an add111onal extenston of thtrty (30) days and, upon recetpt of such apphcatton and payment, the 
Commtsstoner shall, 10 wnung, aga10 extend this lease so that same shall remam in force for such add111oual tluny (30) day penod and so long thereafter as oil or gas ts produced m paymg 
quanuues, proVIded, however, that thts lease shall not be extended for more than a total of three hundred mnety (390) days from and after the exptranon of the pnmary tenn unless production m 
paymg quanuues has been obtamed 

14. U E OF \\ATER; URFACE: Lessee shall have the nght to use water produced on satd land necessary for operauons hereunder and solei) upon the leased premises, proVIded, 
however, Lessee shall not use potable water or water suuable for livestock or tmgauon purposes for water Oood operations wuhout the pnor wntten consent of Lessor Subject to its obligation to 
pa) surface damages, Lessee shall have the right to use so much of the surface of the land that rna) be reasonably necessary for dnlhng and operaung wells and transporting and markeung the 
producuon therefrom, such use to be conducted under condtttons of least mjul) to the surface of the land Lessee shall pay surface damages m an amount set by the General Land Office fee 
schedule winch is effecuve on the date when the acuvity reqlllnng the payment of surface damages occurs 

I 5. POLLUTION: In developing llus area, Lessee shall use the htghest degree of care and all proper safeguards to prevent pollution. Wuhout limitmg the foregomg, polluuon of coastal 
wetlands, natural waterways, nvers and tmpollltded water shall be prevented by the use of contauunem fact hues suffictent to prevent spillage, seepage or ground water contamination. In the event 
of polluuon, Lessee shall use all means at ns d1sposal to recapture all escaped hydrocarbons or other pollutant and shall be responstble for all damage to pubhc and pnvate properttes. 

(A) UPLAND : Lessee shall btnld and mamtam fences around ns slush, sump, and dramage pns and tank batteries so as to protect livestock agamst loss, damage or tnjury; and upon 
complenon or abandorunent of any well or "ells, Lessee shall fill and level all slush pns and cell an; and completely clean up the drilhng sne of all mbbish thereon 

(B) SU Bi\IERGED LA 'D : No discharge ofsohd waste or garbage shall be allowed mto State waters from any dnllmg or support vessels, production platfonn, crew or supply boat, 
barge, jack-up ng or other eqUtpmem located on the leased area Sohd waste shall mclude but shall not be lnmted to contamen;, eqUipment, rubbtsh, plastic, glass, and any other man-made non· 
btodegradable ttems A stgn must be dtsplayed m a htgh traffic area on all vessels and manned platfonns stating, "Dtscharge of any sohd waste or garbage tntO State Waten; from vessels or 
platfonns IS stnctly prohtbned and may subject a State of Texas lease to forfeiture." Such statement shall be m lettering of at least I" m stze. 

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

(D) PE;-.'ALTY: Fatlure to comply wnh the reqUirements of thts proVIsion may result in the maxunum penalty allowed by law mcludmg forfeiture of the lease Lessee shall be liable for 
the damages caused by such failure and any costs and expenses mcurred m cleanmg areas affected by the dtscharged waste 

16. IDE 'TIFI CATIO \IARKER : Lessee shall erect, at a dtstance not to exceed twenty-five (25) feet from each well on the premtses covered by thts lease, a legtble sign on which shall 
be stated the name of the operator, the lease destgnatlon and the well nUtnber Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank 
battel), whether b) md1V1dual Oow hne connections dtrect to the tank or tanks or by use of a muluple header system, each I me between each well and such tank or header shall be legibly 
tdentlfied at all times, euher by a finnl) attached tag or plate or an tdentlficatlon properly pamted on such hne at a distance not to exceed three (3) feet from such tank or header connectiOn. Satd 
Stgns, tags, plates or other •den11fieauon markers shall be mamtamed m a legtble condttton throughout the tenn of this lease 

17. ASS IGNME TS: Tite lease may be transferred at any tune, pro,~ded, however, that the habihty of the transferor to properly discharge its obligation under the lease, including properly 
pluggmg abandoned wells, remo,ong platfonns or ptpehnes, or remedtatlon of contammauon at dnll snes shall pass to the transferee upon the pnor wnuen consellt of the Commisstoner of the 
General Land Office TI1e Conuntsstoner rna) requtre the transferee to demonstrate financ1al responstbthry and may req01re a bond or other secunry All transfers must reference the lease by the 
file nwnber and must be recorded 10 the county where the area ts located, and the recorded transfer or a copy certdied to by the County Clerk of the county where the transfer ts recorded must be 
filed m the General Land Office withm nmety (90) days of the execuuon date, as provided by NRC Secuon 52 .026, accompanted by the fihng fee prescribed b) the General Land Office mles m 
effect on the date of recetpt by the General Land Office of such transfer or certtfied copy thereof E\el) transferee shall succeed to all rights and be subjeCt to all obhgatlons, liabthties, and 
penalties owed to the State b) the origmallessee or any pnor transferee of the lease, mcludmg any habtltues to the state for unpatd royalties 

18. RELEASES: Lessee may rehnqmsh the nghts granted hereunder to the State at any ttme by reeordmg the relmqtnshment m the county where thts area ts Situated and fihng the recorded 
rehnqmslunent or centfied copy of same m the General Land Office wuhm nmety (90) days after us execuuon accompamed by the fihng fee prescnbed by the General Land Office rules in effect 
on the date of recetpt b) the General Land Office of such rehnqmshment or certified copy thereof Such rehnqutshment wtll not have the effect of releasing Lessee from any liability theretofore 
accmed m favor of the State. 

19. LI EN: In accordance wuh NRC. Secuon 52 136, the State shall have a fin;t hen upon all oil and gas produced from the area covered by this lease to secure payment of all unpa1d royalty 
and other SlllllS of money that may become due under thts lease. By acceptance of thts lease, Lessee grants the State, m addttlon to the hen proVIded by N R C. Section 52 136 and any other 
applicable stannary lien, an express contractual hen on and secunty 10terest m all leased mmerals m and extracted from the leased prermses, all proceeds whrch may accme to Lessee from the sale 
of such leased minerals, whe~ter such proceeds are held by Lessee or by a thtrd pany, and all fixtures on and unprovements to the leased prem1ses used m connection wuh ~Je production or 
processmg of such leased mmerals m order to secure the payment of all royalues or other amounts due or to become due under thts lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covenant or condltlon of thts lease, whether express or unphcd Tins lien and secunty mterest may be foreclosed "nh or wnhout coun proceedings 
m the manner proVIded m the Tule I, Chapter 9 of the Texas Busmess and Corrunerce Code Lessee agrees that the Commtsstoner may reqmre Lessee to execute and record such insmunents as 
may be reasonably necessary to acknowledge, attach or perfect this hen Lessee hereby represents that there are no prior or supenor !tens arismg from and relatmg to Lessee's actiVIttes upon the 
above-described propeny or from Lessee's acqmsition of thts lease. Should the Commisstoner at any time detenmne that this representation ts not tnte, then the Cotrunissioner may declare this 
lease forfetted as provided herem 

20. FORFEITURE: If Lessee shall fat I or refuse to make the pay~nent of any sllln wttlun tlurty (30) days after it becomes due, or tf Lessee or an authonzed agent should knowmgly make any 
false return or false report concemmg production or dnlling, or tf Lessee shall fail or refuse to drill any offset well or wells m good fanh as reqmred by law and the rules and regulations adopted 
by the Commrssroner of the General Land Office, or 1f Lessee should fad to file reports m the manner reqUired by law or fat I to comply wtth mles and regulations promulgated by the General 
Land Office, the School Land Board, or the Rarlroad Commtsston, or refuse the proper authonty access to the records pertammg to operations, or if Lessee or an authorized agent should 
kno"~ngly fatl or refuse to gJve correct mfonnatlon to the proper authonty, or knowmgly fat I or refuse to fumtsh the General Land Office a correct log of any "ell, or tf Lessee shall knowmgl) 
violate any of the matenal proVIstons of thts lease, or tf thts lease IS asstgned and the asstgrunent IS not filed m the General Land Office as reqmred by law, the nghts acqmred under th1s lease shall 
be subjeCt to forfenure by the Commtss1oner, and he shall forfen same when sufficiently mfonned of the facts whtch authonze a forfeiture, and when forfened the area shall a gam be subject to 
lease to the lughest bidder, under the same regulations controlling the ongmal sale of leases However, nothmg herem shall be constmed as waiVIng the automatic temtmatlon of thts lease by 
operation of Ia" or by reason of any spectal limitation ansmg hereunder Forfenures may be set astde and tlus lease and all nghts thereunder remstated before the rights of another intervene upon 
satisfactory eVIdence to the Cormmss10ner of the General Land Office of future compliance wnh the provtstons of the law and of tlus lease and the ntles and regulations that may be adopted 
relative hereto. 

21. RIVERBED TRACT : In the event thts lease covers a nverbed. Lessee ts hereby spectfically granted the ngltt of emment domam and condemnation as proVIded form N.R C. Sections 
52 092-52 093, as a pan of the constderanon moVIng to Lessor for the covenants herein made by Lessee 

22. APP LICABLE LAW AXD DRILLING RESTRICTIO;-.'S: Thts lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the Conunissioner of the 
General Land Office govemmg drilhng and producmg operations on Pennanent Free School Land (spectfically mcludmg any ntles promulgated that relate to plans of operations), payment of 



royalttes, and audnmg procedures, and shall be subject to all otlter valid statutes, rules. regulauons, orden; and ordmances that may affect operauons under the proviSions of tlus lease Wnhout 
llmmng the generalny of the foregomg, Lessee hereby agrees, by the acceptance of thts lease, to be bound by and subject to all statuto•) and regulatol) pr0\1Stons relaung to the General Land 
Office's auc!Jt btlhng nouce and audn heanngs procedures Satd prov1Sions are currently found at 31 Texas Admmtst:rauve Code, Chapter 4, and Texas Natural Resources Code Sections 52 135 
and 52 137 through 52 140 In the event th1s lease covers land franchtsed or leased or otheiWise used by a navtgauon dtstnct or by the Umted States for the purpose of navtgauon or other 
purpose mctdent to the operauon of a pon, then Lessee shall not be enmled to enter or possess such land wnhout pnor approval as pro,ided under Secuon 61 117 of the Texas Water Code, but 
Lessee shall be enutled to develop such land for 011 and gas by dtrecuonal c!J11hng, provtded, however, that no surface dnlllng locauon may be nearer than 660 feet and spectal permtsston from the 
Commtsstoner of the General Land Office Js necessary to make any surface locauon nearer than 2.160 feet measured at nght angles from the nearest bulkhead line or from the nearest dredged 
bouom edge of any chatmel, slip, or turnmg basm whtch has been authonzed by the Unned States as a federal project for future construcuon, whtchever JS nearer 

23. RE;\IOVAL OF EQ IPI\1 E:'\T: Upon the termmauon of Jhts lease for any cause, Lessee shall not, many event, be permmed to remove the casmg or any pan of the equtpment from any 
producmg, dl). or abandoned "ell or "ells wnhout the wnnen consent of the Commisstoner of the General Land Office or hts authonzed representauve, nor shall Lessee, W1thout the wnnen 
consent of saad Commtsstoner or hts authonzed representaU\e remove from the leased premtses the casang or any other equapment, matenal. maclunery. appliances or propeny owned by Lessee 
and used by Lessee m the development and production of 011 or gas therefrom unul all dry or abandoned "ells have been plugged and unnl all slush or refuse pus ha'e been properly filled and all 
broken or dascarded !Uillber, machmery, or debns shall have been removed from the pretmses to the sausfacuon of the saad Commassaoner or has authonzed representattve 

24. FORCE MAJEURE: Should Lessee be prevented from complymg W1th any express or unphed covenant ofthas lease, from conducung c!J1lllng operauons thereon, or from producmg otl 
and/or gas therefrom, after effon made m good fanh , by reason of war, rebellion, nots, stnkes, fires, acts of God or any order. rule or regulation of governmental authonl), then whtle so 
prevented, Lessee's obhgauon to comply with such covenant shall be suspended upon proper and sausfactory proof presented to the Commasstoner of the General Land Office m suppon of 
Lessee's contention and Lessee shall not be hable for damages for faa lure to comply tl1erewith (except m the event of lease operauons suspended as provtded m the rules and regulauons adopted 
by the School Land Board); and thas lease shall be extended w lule and so long as Lessee ts prevented, by any such cause, from dnlllng, reworkmg operauons or producmg oil and/or gas from the 
leased premtses, provtded, how ever, that nothmg herem shall be construed to suspend the payment of rentals dunng the pnmal) or e\tended term. nor to abndge Lessee's nght to a suspensaon 
under any applicable statute of thts State 

25. LEA E ECURITY: Lessee shall take the htghest degree of care and all proper safeguards to protect satd premtses and to prevent theft of oil, gas, and other hydrocarbons produced 
from satd lease Thts ancludes, but IS not limned to, the mstallauon of all necesS31) equtpment, seals, locks, or other appropnate protecttve devtces on or at all access pomts at the lease's 
producuon, gathenng and storage systems where theft of hydrocarbons can occur Lessee shall be liable for the loss of any hydrocarbons resulung from theft and shall pay the State ofTe\as 
royalues thereon as provtded herem on all 011, gas or other hydrocarbons lost by reason of theft 

26. REDUCflON OF PAY !EXT : If, dunng the pnmary term, a ponton of the land covered by thas lease ts mcluded \\lthm the boundaa1es of a pooled un11 that has been approved by the 
School Land Board m accordance \\llh Natural Resources Code Secuons 52.151-52 153, or tf, at any ume after the exparauon of the pnmary term or the extended term, thts lease covers a lesser 
nUillber of acres than the total amount descnbed herem, payments that are made on a per acre basts hereunder shall be reduced accordmg to the nUillber of acres pooled, released. surrendered, or 
othe!Wlse severed. so that payments detennmed on a per acre basts under the temlS of thts lease dunng the pnmary term shall be calculated based upon the nUillber of acres outstde the boundaa1es 
of a pooled urut, or, tf after the exptrauon of the prun31) term, the number of acres actually retatned and covered by thts lease 

27. UCCES OR A "D A ICN : The covenants, condmons and agreements contamed herem shall e\tend to and be bmdmg upon the hetrs, executors, ac!Jntmstrators, successors or 
asstgns of Lessee herem 

28. A TIQUIT IE CODE: In the event that an) feature ofarcheologtcal or hastoncal mterest on Permanent School Fund Land ts encountered dunng the acttvtlles authonzed b) ttus lease, 
Lessee wallunmedtately cease acuvaues and wallammedtately noufy the General Land Office (ATTN Archaeologtst, Asset Management Davtston, 1700 N Congress Ave, Ausun, Texas 78701) 
and the Texas Hlstoncal Commassaon (P 0 Box 12276, Ausun, TX 78711) so that adequate measures may be undenaken to protect or recover such dtscovenes or findmgs, as appropnate 
Lessee as expressly placed on nouce of the Nauonal Histoncal Preservauon Act of 1966 (PB-89-66, 80 Statute 915, 16 U.S C A 470) and the Anuqumes Code of Texas, Chapter 191, Te• Nat 
Code Ann. (Vernon 1993 & Supp 1998). On state-owned land not dedtcated to the Permanent School Fund, lessee shall nouf) the Texas Htstoncal Commasston before breakmg ground at a 
project locauon An archaeolog,eal survey mtglll be requared by the commass10n before constntcuon of the project can commence Funhcr, m the event that any sue, objeCt, locauon, a111fact or 
other feature of archaeolog,cal, scaenufic, educauonal, cultural or hastonc mterest ts encountered dunng the acuvtues authonze by thas lease. lessee \\1lltmmedtately nouf) lessor and the Texas 
Htstoncal Commtsston so that adequate measures rna) be undenaken to protect or recover such dtscovenes or findmgs, as appropnate 

29. VE ' UE: Lessor and lessee, ancludmg lessee's successors and asstgns, hereby agree that venue for any dtspute ansmg out of a pro\lsaon of thts lease, -.hether express or tmphed, 
regardmg mterpretauon of thts lease, or relaung m any way to thas lease or to applicable case law , starutes, or ac!Jnmtstrauve rules, shall be an a coun of competent junsdtcuon located m Tra,1s 
County, State of Texas 

30. LEASE FILl 'C: Pursuant to Chapter 9 of the Tex Bus & Com Code,thts lease must be filed of record m the office of the County Clerk many county an \\Juch all or any pa11 of the 
leased premases ts located, and centfied coptes thereof must be filed mthe General Land Office The prescnbed filmg fee shall accompan) the cemfied coptes sent to the General Land Office 

31. EXECUTION: Tlus 011 and gas lease must be stgned and acknowledged by the Lessee before 11 •s filed of record mthe county records and m the General Land Office of the State of 
Texas 

LE EE 

OY: __________ ______ _ 

T ITLE: ______________ _ 

DATE: _____________ _ 
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I N TE TII\10;\'Y WHEREO F, Witness the Signature of the Comm1ss1oner of the General Land Office of the State of Texas under the seal of the General Land Office 

TATE OF ____________________ ___ 

CO 'TY OF __________ _ _ 

CO~IMI 

OFni E 

APPROVED 

Contents 
Legal 
DC 
Exec 

(CORPORA TIO;\' ACKNOWLEDGI\1 ENT) 

BEFORE ME, the unders1gned authonl), on 1h1s da) person all) appeared _____________________________________________ _ 

known to me 10 be the person whose name IS subscnbed 10 the foregomg mstrumem, as. ______________________________________ of 

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

for the purposes and cons1derauon the rem expressed, in the capacity stated, and as the act and deed of sa1d corporauon 

Gtven under m) hand and seal of office !Ius the _____________ day of _______________________________ , 20 ________ __ 

Notal) Pubhc m and for ____________________________ _ 

TATE OF ____________ _ (INDI VIDUAL ACKNOWLEDGMENT) 

COUJ'\TY OF ______________________ _ 

Before me, the unders1gned authonty, on 1h1s day personally appeared ______________________________________________ _ 

known to me to be the persons whose names are subscnbed 10 the foregomg mstrument, and acknowledged to me that they executed the 
same for the purposes and cons1dernuon therem expressed 

Gl\en under m) hand and seal of office thts the _ ___________ .da) of ______________________________ . 20 _______ __ 

Notaty Pubhc m and for _ _________________________ _ 
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TEX./iS 

August20, 2014 

Mr. William Osborn 
Ammonite Oil & Gas Corp. 
515 Congress Avenue, Suite 2450 
Austin, Texas 78701 

Dear Mr. Osborn: 

Lf_A~D OFJF~CE 
j ERRY PATTERSO ' , COMMISSIO 1£R 

Thank you for participating in the General Land Office Oil and Gas Lease Sale held on July 1, 2014. 
I am pleased to inform you that Ammonite Oil & Gas Corp. was the high bidder on MGL. No. 132, 
which has been assigned the lease number M-11 6704. 

State Lease M-116704 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease agreement, 
such as Section 6(8), which requires submission of written notice for all drilling, production, and 
related activities. When forms are filed with the Texas Railroad Commission, they are required to 
submit copies of these forms to the General Land Office, such as Forms W-1 , Application to Drill; 
W-2, Oil Well Completion Report and Log; G -1 , Gas Well Completion Report and Log; W-3, 
Plugging Record; G-5, Gas Well Classification Report; G-1 0, Gas Well Status Report; W-1 0, Oil 
Well Status Report; W-12, Inclination Report; Electric Logs; Directional Surveys. 

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

Robert B. Hatter, Director 
Mineral Leasing Division 

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state. tx_ us 





Lea<e Form 
Re~•ised 10/99 
Rher 

14-08481 
FILED FOR RECORD 

~ t t t ~ REEVES COUNTY TEXAS 
~ a e 0 \!J.-ex;;; 5,2014al01:26oopM 

~ustin , W::exas 
OIL A DCA LEA E 

'0. M-11 6704 

• • •••••• • 
• • •••••• • 

• 

•••• • • • •• • 
• 

• • •••••• • 
•••• • WHEREA , pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (sa1d Code bemg heremafter referred to as NRC.), and sul9j~'f ~ all 

v 
0 

rules and regulations promulgated by the Commiss1oner of the General Land Office and/or the School Land Board pursuant thereto, and all other apphcnble statutes and amendments to sa1d 
N R C., the follo,Hng area. to-wn 

TRACT 8-0 OF TilE PECO RIVER, LOVI C AND REEVE COU 'T IE , TEXA , COrl"rA I I C API'ROX I 1ATELY 7 ACRE ; TRACT 8-B 1 BOU ' D 0 ' IT 

J 
5 

PSTREA 1 E 'DBYTHE HAMANSTATE IT, AID ' ITOEI C 10RE I' RTIC LARLYDEC RIB EDIN IINERALFILE M-93628, AIDM INERALFILE 
C RR E:'ITLYO ' FILE INTIIEARC III VE &RECORD Dl\'1 IONOFTII ETEXA CE:\'ERALLA DOFFICE, Al: I , TEXA , A\DI 80 NDOI\ IT 
DOWN TREA 1 E D BY A NORTHEASTERLY EXTEN ION OF TilE 'ORTHWEST Ll ' E OF ECTION 32, BLO I< 2, OTTO L. CHLilCER URVEY, A-1833, REEVE 
COU 'TY, 

was, after bemg duly adventsed, offered for lease on the I" day of July, 2014, at 10 00 o'clock am, by the Comm1ss1oncr 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 dnlhng for, and producmg 011 and/or gas that may be found and produced from the above descnbed area, and 

\\ HER EA , after all b1ds and remittances wh1ch were rece1ved up to sa1d lime have been duly cons1dered b) the Comm1ss1oner of the General Land Office and the School Land Board at a 
regular meeung thereofm the Geneml Land Office, on the I" da) of Jul) , 2014, heremaflcrthc "effective date" and u was found and deterrnmed that AI\1\101\ITE OIL & CA CORP. 
whose address 1s 51 5 CONC RE AVEN E, UITE 2450, A Tl ', TEXA 7870 1, had offered the lughest and best b1d for a lease of the area above descnbed and IS, therefore, enmled to 
rece1ve a lease thereon 

'OW, THEREFORE, I, Jerry E. Patterson, CommiSSioner of the General Land Office of the State of Texas, heremaftcr sometimes referred to as "Lessor," whose address IS Austm, Texas, by 
vu,ue of the authorny vested m me and m cons1derat1on of the payment by the hereinafter designated Lessee, the sum of Thirty Thousand Fifty And 00/100 Dolla rs (S30,050.00), recetpl of 
"h1ch ts hereby acknowledged and of the royalties, covenants, stipulations and conditiOns contamed and hereby agreed to be pa1d, observed and performed by Lessee, do hereby dem1se, grant, r 
lease and let unto the above mentioned b1dder the exclus1ve nght to prospect for, produce and take 011 and/or gas from the aforcsa1d area upon the folio" mg terms and cond111ons, to-wn 

I. RE ERVATION There IS hereby excepted and reserved to Lessor the full use of the propeny covered hereb) and all nghts wnh respect to the surface and subsurface thereof for any 
and all purposes except those granted, and to the extent herem granted to Lessee, the nght to grant tlurd pantes se1sm1c, gcophys1cal and geolog1cal permits and to enter mto other agreements 
wnh th1rd pantes, wluch allow such th1rd pan1es to conduct geophys1cal, geolog1cal or se1S1mc surveys on, over, under, through and across the land covered herem dunng the term of th1s lease, 
and the nghts of mgress and egress and use of sa1d lands by Lessor and liS mmcrallessees for purposes of explonng for and producmg the mmerals wh1ch are not covered, or wh1ch may not be 
covered 1n the future, under the terms of thiS lease, but "h1ch may be located wnhm the surface boundanes of the leased area All of the nghts m and to the leased prem1ses retamed by Lessor 
and all of the nghts 111 and to the leased prem1ses granted to Lessee herem shall be exerc1sed m such a manner that nell her shall unduly mterfere wnh the operations of the other 

2. TElll\1 SubJect to the other proviSions hereof, th1s lease shall be for a term of three (3) years from the effecuve date hereof(herem called "pnmary term") and as long thereafter as 011 or 
gas 1s produced m paymg quantities from sa1d area. 

3. DELA Y RE 'TAL lfno "ell be commenced on the land hereb) leased on or before the anmversary date ofth1s Jease, th1s lease shall termmate as to both pantes unless the Lessee on 
or before sa1d date shall pay or tender to the CommiSSIOner of the Geneml Land Office of the State of Texas at Ausun, Texas, the sum ofFh e Dollars (S5.00), per acre, "h1ch shall operate as 
rental and cover the pnvtlege of defemng the commencement of a well for twelve ( 12) montlts from sa1d date. In hke manner and upon like paymems or tenders the commencement of a well 
may be fun her deferred for hke penods of the same number of months successl\ely dunng the pnmary term hereof 

4. PRODUCTI0 1 ROYAL TIE Upon producuon ofo1l and/or gas, the Lessee agrees to pay or cause to be pa1d to the CommiSSIOner of the Gencml Land Office m Austm, Texas, for 
the use and benefit of the State of Texas, dunng the tenn hereof 

(A) OIL. As a rolalty on o1l, "h1ch 1s defined as mcludmg all hydrocarbons produced m a hqu1d form at the mouth of the well and also all condensate, diStillate, and other hq01d 
hydrocarbons recovered from otl or gas nm through a separator or other equ1pment, as hercmafter provoded, 1/4 pan of the gross production or the market value thereof, at the opuon of the 
Lessor, such \'Blue to be determmed by I) the lughest posted pnce, plus prem1um. 1f any, offered or pa1d for 011, condensate, d1St11late, or other hqu1d hydrocarbons, respectively, of a hke type 
and gravtt) m the general area "here produced and when run, or 2) the h1ghest market pnce thereof offered or pa1d m the general area where produced and when run, or 3) the gross proceeds 
of the sale thereof, wh1chever IS the greater Lessee agrees that before any gas produced from the land hereby leased IS sold, used or processed m a plant, 11 "1ll be run free of cost to Lessor 
through an adequate 011 and gas separator of conventional type or other equ1pment at least as effic1ent to the end that all hqllld hydrocarbons recoverable from the gas by such means will be 
recovered Upon wntten consent of Lessor, the requ1rement that such gas be run through such a separator or other eqUipment may be wa1ved upon such terms and cond1110ns as prescnbed b) 
Lessor 

(B) NON-PROCE ED CA As a royalty on any gas (includmg Oared gas), wluch is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) 
abo,-e, produced from any well on s:ud land (except as provtded herem wnh respect to gas processed m a plant for the extmcuon of gasoline, hqu1d h>·drocarbons or other products) 114 pan of 
the gross producuon or the market value thereof, at the opuon of the Lessor, such value to be based on the h1ghest market pnce pa1d or offered for gas of comparable quaht) m the general area 
where produced and when nm, or the gross pnee pa1d or offered to the producer, whichever 1s greater prov1ded that the max1mum pressure base m measunng the gas under th1s lease contract 
shall not at any ume exceed 14 65 pounds per square mch absolute, and the standard base temperature shall be SIXty (60) degrees Fahrenheit, correction to be made for pressure accordmg to 
Bo) Je·s Law, and for spec1fic gra' II) accordmg to test made by the Balance Method or by the most approved method oftesung bemg used by the mdustry at the ume of testing 
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(C) PROCE ED GA : As a royal!) on an) gas processed 10 a gasohne plant or other plant for the reco\cf) of gasohne or other hqu1d hydrocarbons. 1/4 pan of the res1due gas and the 
hqmd hydrocarbons extracted or the market value thereof, at the opuon of the Lessor All ro)alnes due herem shall be based on one hundred percent (IWo) of the total plant production of 

,res1du• gas attnbutable to gas produced from tlus lease, and on fifty percent (5Q0,o) or that percent accrumg 10 Lessee, wh1chever IS the greater, of the roral plant producuon of hq111d 
• .-.,~ ns, annburable to the gas produced from th1s lease, pro,1ded that 1f hqutd hydrocarbons are recovered from gas processed m a plant m whtch Lessee (or us parent, subs1d1ary or 

affihate) owns an mrerest, then the percentage apphcable ro hq111d hydrocarbons shall be fift) percent (50%) or the h1ghest percent accnnng ro a thtrd pan) processmg gas through such plant 
• ~clf•¢processmg agreement negouared at anns' length (or tfthere ts no such tlurd pany, the htghest percent then bemg spec1fied m processmg agreements or contracts m the mdusrry), whtchever 

ts the eater The respecuve royalues on res1due gas and on hqmd hydrocarbons shall be detenmned by I) the htghest marker pnce patd or offered for any gas (or hqmd hydrocarbons) of 
c.mparable qualuy m the general area or 2) the gross pnce patd or offered for such res1due gas (or the we1ghted average gross selhng pnce for the respecuve grades ofhqmd hydrocarbons), 
whichever IS the greater In no event, however, shall the royalties payable under tins paragraph be less than the royalties whtch would have been due had the gas not been processed. 

~D) OTHER PRODUCI'S: As a royal!) on carbon black, sulphur or an) other products produced or manufactured from gas (excepung hqutd hydrocarbons) whether sa1d gas be 
• •cZ~nilli ead," "dry" or any other gas, by fracuonating, burnmg or any other proccssmg, ill pan of gross production of such products, or the marker value thereof, at rhe option of Lessor, such 
• marti!\ value to be dercrmmed as follows 

• 
• ( ~ On the basis ofrhc lnghest market pnce of each product, dunng the same month 111 wh1ch such product ts produced, or 

• • • • ~ On the basts of the average gross sale pnce of each product for the same month m wlt1ch such products are produced, wh1chcver is the greater 

• • • : (E) NO DEDUCTION : Lessee agrees that all royalues accnnng to Lessor under thts lease shall be \\1thour deducuon for the cost of producmg, transponmg, and orherwtse making the 
011~ ! l nd other products produced hereunder ready for sale or use 

(F) ROYALTY IN KI'\D: Notwllhstandmg any1lung contamed herem to the contrary, Lessor may, at us opuon, upon not less than 60 days nouce to Lessee, reqmre at an) ttme or from 
ume ro ume that pa)10ent of all or an) royalues accrumg to Lessor under rhts lease be made 111 kmd wuhout deduct1on for rhe cost of produc1ng, gathenng, stonng, separaung, treaung, 
dehy draung, compressmg, processmg, rransponmg and othern1se makmg rhe 011, gas and other producrs produced hereunder ready for sale or use Lessor's nght ro take us royal!) m kmd shall 
nor dnmmsh or negate Lessor's nghts or Lessee's obltgauons, whether express or tmphed, under tins lease 

(G) PLAII(T FLE L '0 RECYCLED GA : No royalty shall be payable on any gas as may represent rhts lease's propontonate share of any fuel used to process gas produced hereunder 
m an) processmg plant Norwuhsrandmg any1hmg contamed herem to rhe contrary, and subject to the consent m w11tmg of rhe CommiSSIOner of the General Land Office, Lessee may recycle gas 
for gas hft purposes on the leased premtses after the hq111d hydrocarbons contamed m the gas have been removed, and no royalt1cs shall be payable on the gas so recycled until such time as the 
same may thereafter be produced and sold or used by Lessee m such manner as to enurle Lessor ro a royalty thereon under the royalt) prOVISIOns oftlus lease 

(II) ~II I M ·t ROYAL TV: Dunng any year after the exptratlon of the pnmary tenn of tlus lease, 1f tlus lease is mamtamed by production, the royah1es pa1d ro Lessor m no event shall 
be less than an amount equal to the total annual delay rental herem pro,1ded, orherwtse, there shall be due and payable on or before the last day of the month succeedmg the anmversary date of 
tlus lease a sum equal to the total annual rental less the amount of royalties patd dunng the precedmg year 

(I) MARGI AL I' RODUCTION ROYALTY: Upon Lessee's "1111en apphcatlon, the School Land Board may reduce the royalty rate set oul m this paragraph and/or the mmimum 
royalty set out m subparagraph 4 (I) to extend the economtc hfe of tlus lease and encourage recovery of otl or gas that mtght otherwtse remam unrecovered Any such royalty reduction must 
conform to the reqmrements of any School Land Board adm1msrrat1ve ntles on thts subject Royalty may nor be reduced below the apphcablc statutory mmunum. 

5. ROYAL n ' PAY~IENT A 'D REPORTS: All royalties nor taken m kmd shall be patd to rheCommtsstonerofthe General Land Office at Ausun, Te•as. m the following manner 
Payment of royalty on productton of otl and gas shall be as pro\1ded m the rules set fonh m the Texas Register Rules currently pro\1de that royal!) on otl tS due and must be recetved in the 
General Land Office on or before the 5th da) of the second month succeedmg the month of production, and royalty on gas ts due and must be recetved m the General Land Office on or before the 
15th day of the second month succeedmg the month of producuon, accompanted by the affida,,t of the owner, manager or other authonzed agent, completed m the form and manner prescnbed by 
the General Land Office and show1ng the gross amount and dtsposmon of al l otl and gas produced and the market value of the otl and gas, together w1th a copy of all documents, records or 
repons confirmmg the gross producuon, dtsposmon and market value mcludmg gas meter readmgs, ptpehne recetpts, gas line rece1pts and other checks or memoranda of amount produced and put 
mto p1pehnes, ranks, or pools and gas I mes or gas storage, and any other repons or records wh1ch rhe General Land Office may reqmre to venfy the gross production, dtsposmon and market 
value In all cases the authomy of a manager or agent to act for the Lessee herem must be filed m the General Land Office Each royal!) payment shall be accompan1ed by a check stub, 
schedule, summary or other remmance adVIce showmg by the ass1gned General Land Office lease number the amount of royalty bemg patd on each lease If Lessee pays hts royalty on or before 
thtny (30) days after the royalty payment was due, then Lessee owes a penalty of 5°·o on the royalty or S25 00, whtche,er ts greater A ro)ah) pa)ment wluch ts over thtny (30) days I are shall 
accnte a penalty of IOOo of the royalty due or S25.00 whtchever IS greater In addmon 10 a penalty, royalties shall accrue mterest at a rate of 12% per year, such mterest will begm accnung when 
the royalty ts Sixty (60) days overdue. AffidaVItS and supponmg documenrs wh1ch are not filed when due shall mcur a penalty m an amount set by the General Land Office admimstratlve ntle 
whtch ts effective on the date when the affidaVItS or supponmg documents were due The Lessee shall bear all respons1b1ht) for paymg or causmg royalties robe pa1d as prescribed by the due 
dare pro\1ded herem Pa)10ent of the delinquency penalty shallm no way operate to proluburhe State's nght offorfeuure as pro\1ded by law nor actro postpone the dare on whtch royalties were 
ongmally due TI1e above penalty provtstons shall not apply m cases ofutle dtspute as 10 the State's ponton of the royalty or to that ponton of the royalty m d1spute as ro fatr market value 

6. (A) RE ERVE , CO :TRACT A 'D OTHER RECORD : Lessee shall annually furntsh the Commtss1oner of the General Land Office \\lth us best posstble estimate of oil and gas 
reserves undcrlymg this lease or allocable to tlus lease and shall furnish satd Commtsstoncr wnh coptes of all contracts under wh1ch gas ts sold or processed and all subsequent agreements and 
amendments 10 such contracts wirhm tlu.ny (30) days after entering into or making such contracts, agreements or amendments Such conrracrs and agreements when received by the General Land 
Office shall be held m confidence by the General Land Office unless othern1se authonzed by Lessee All other contracts and records penammg to the production, transponatton, sale and 
markermg of the 011 and gas produced on sa1d prem1ses, mcludmg the books and accounts, recetpts and d1scharges of all wells, tanks, pools, meters, and p1pehnes shall at all times be subject to 
mspectlon and exammatlon by the Cotrunisstoner of the General Land Office, the Anorney General, the Governor, or the represematlve of any of them 

(B) DRILL! G RECORD : Wnuen nouce of all operations on this lease shall be submured to the C01mmssioner of the General Land Office by Lessee or operator five (5) days before 
spud dare, workover, re-entf), temporary abandorunent or plug and abandonment of an) well or wells Such wnuen nouce to the General Land Office shall mclude copies of Railroad 
Commtsston forms for apphcatlon to dnll Cop1es of well tests, completion repons and pluggmg repons shall be supplied ro the General Land Office at the time they are filed wuh the Te•as 
Ratlroad Commtsston Lessee shall supply the General Land Office w uh any records, memoranda, accounts, repons, cunmgs and cores, or other mfonnatlon relative to the operauon of the 
abo,e-descnbed premtses, wh1ch may be requested b) the General Land Office, tn addnton to those herem expressly provtded for Lessee shall have an elecmcal and/or radioacn\1ty survey 
made on rhe bore-hole secnon, from rhe base of rhe surface casmg ro the rota! depth of well, of all wells dolled on the abo'e descnbed premtses and shall transmit a true copy of the log of each 
survey on each well to the General Land Office wllhtn fifteen (15) days after the makmg of satd survey 

(C) PEI'\ALTIE : Lessee shall mcur a penalt) whenever repons, documents or other marenals are not filed tn the General Land Office when due The penal!) for late fihng shall be set 
by the General Land Office admmistranve ntle which is effecnve on the date when the matenals were due m the General Land Office 

2 

.. 

v 
0 

f 

' 1 
j 

J 

l 
) 

) 

J 



,7. RET AI ED ACREAGE: Norw11hsrandmg any proVISIOn of1h1s lease 10 rhe comrat}, after a""" producmg or capable ofproducmg 011 or gas has been complcred on rhc leased prcm1ses, 
Lessee shall cxcrctse 1he d1hgcnce of a reasonably pmdem opera lor m dnlhng such add1Uonal well or wells as may be reasonably necessary for rhe proper developmen1 of rhe leased prcm1ses and 
in markeung rhc producuon rhcrcon 

(A) VERTICAL. In rhe evemrhts lease ISm force and effec11wo (2) yea~ after rhe cxpuauon dare of the pnmary or cxrcndcd term 11 shall then rcrmmare as 10 all of the leased premtses, 
EXCEPT (I) 40 acres surroundmg each oil""" capable ofproducmg m pa}~ng quanrmcs and 320 acres surroundmg each gas -.ell capable ofproducmg m pa}'lng quanunes (mcludmg a shuHn 
011 or gas well as proVIded m Paragraph II hereof), or a well upon wh1ch Lessee IS then engaged m conunuous dnlhng or reworkmg operauons, or (2) rhe number of acres mcludcd m a producmg 
pooled un11 pursuamro NaiWlll Resources Code Sccuons 52 151-52.153, or (3) such grealer or lesser number of acres as may rhen be allocmcd for producnon purposes 10 a proranoa untt ~r 
each such producmg well under rhe mles and regulauons of the Ratlroad Commtsston of Texas, or any successor agenc), or or her govemmcmal aurhonry haVIng JUnSdiCIIon W11hm 90~11t)";~•• 
panml tennmauon of 1h1s lease 111 accordance w11h th1s subparagraph and upon paymen1 of rhe mmunum fi hng fee set by General Land Office niles 111 cffec1 arrhe nmc of rhe pan1al 1e~mnauon, 
Lessee shall have rhe nghr to obrarn a surface lease for mgress and egress on and across the tennmated ponron of the leased prermses as may be reasonably necessary for the contmued%JM~!l 
of the pontons of the lease remammg m force and effect If Lessee fa1ls 10 apply for a surface lease w11lun rhe 90 da} penod spec1fied above, Lessee ma} apply for a surface lease fro~thc Land 
Office, but lhe Land CommiSSioner has rhe d1scre110n 10 gran1 or den} such apphcauon and 10 set the fee for such surface lease • 

(B) HORIZONTAL. In rhc cven11h1s lease ts m force and effec1 r"o (2) years afler lhe exp1ranon dare ofrhe pnmar} or c\lendcd rcrm 11 shall funher rcrmmare as 10 all deprhs below 100 
feel below rhe roral depth dnlled (heremafler "deeper deprhs") m each wclllocared on acreage reramed m Paragraph 7 (A) above. unless on or before rwo (2) years afler the pnmar} or exrended 
1erm Lessee pays an amoun1 equalro one-half(l/2) of the bonus ongmally pa1d as cons1deranon for rlus lease (as spec1fied on page I hereof). If such amoum 1s pmd, litiS lease shall 1t! 11lfdt(j,C 
and effect as 10 such deeper depths, and Said rerrnina110n shall be delayed for an addiuonal period of rwo (2) years and so long rhereafler as 011 or gas IS produced m parmg quannues fliblh suoh 
deeper depths covered by 1h1s lease • 

• • (C) IDE rTI FICA TIO A. '0 I' ILl G: The surface acreage rcramed hereunder as 10 each well shall, as nearly as pracucal, be m rhc form of a square \\11h rhe "elllocared uti!\~ -•r 
rhercof, or such other shape as may be approved by rhe School Land Board Wnhm rhtny (30) days afler pan.al rermmauon of 1h1s lease as prov1dcd herem, Lessee shall cxecurc and record a 
release or releases conrammg a sansfacrory legal descnpnon of the acreage and/or depths nor reramed hereunder The recorded release, or a cemfied copy of same, sha II be filed m rhe t;!lll!~l 
Land Office, accompamed by the fihng fee prescnbed by the General Land Office mles 111 effecr on rhe dare lhe release IS filed If Lessee fa1ls or refuses 10 execu1e and record sue!! ltUse or 
releases wnhm nmery (90) days after bcmg requested 10 do so by 1he General Land Office, then rhe CommiSSioner a1 h1s sole d1screnon may des1gnare by wnnen msrmme111 the acreage and/or 
depths 10 be released hereunder and record such msrrume111 a1 Lessee's c'pense m rhc coun1y or cotmlles where rhe lease IS locared and 10 rhe offic~al records of rhe General Land Office and such 
des1gnauon shall be bmdmg upon Lessee for all purposes If a1 any nme afler rhe effccnve dare of the pan1al rerrrunanon prOVISIOns hereof, lhe applicable field rules are changed or the well or 
wells locared I hereon arc reclasst6ed so 1ha1 less acreage IS !hereafter allocared 10 SBid well or "ells for producnon purposes. 1h1s lease shallrhereupon 1emuna1e as 10 all acreage nor rhereafler 
allocared 10 sa1d "ell or wells for producnon purposes 

8. OFF ET \\ ELL : If 011 and/or gas should be produced m commerc1al qunnnncs from a welllocared on land pnvarely owned or on S1a1e land leased a1 a lesser royalty, wh1ch wel1 1s 
w11lun one thousand (I ,000) feel of rhc area mcluded herem, or wh1ch wel11s drammg rhe area covered by rlus lease, the Lessee shall, wnhm Sixty (60) days after such mrual producnon from rhe 
drammg well or I he wclllocared \\11hm one rhousand (I ,000) feel from rhe area covered by 1h1s lease begm 111 good fanh and prosecure d1hgcnrly rhe dnllmg of an offse1 "ell on rhe area covered 
b} 1h1s lease, and such olfse1 well shall be dnlled 10 such deprh as ma) be necessar} 10 prevenr rhc undue dramage ofrhe area covered b} 1h1s lease, and rhe Lessee, manager or dnller shall use all 
means necessary m a good fanh elTon 10 make such offse1 well produce 011 and/or gas 10 commcrctal quannucs Only upon rhe derermmauon ofrhe Comm1ss•oner and wnh h1s wnnen appro, at, 
may rhe pa)menr of a c:ompensarory royally sausfy rhe obhga110n 10 dnll an olfse1 well or wells reqUired under 1h1s Paragraph 

9. OI~Y HOLEICE ATIO OF PRODUCTIO 0 RING PRJ 1AR\' TERM: If, dunng rhc pnmary rerm hereof and pnor 10 diSCO\er} and producnon of 011 or gas on sard land. 
Lessee should dnll a dry hole or holes rhereon, or rf dunng rhe pnmary renn hereof and after rhe d1scovery and acrual producnon of oil or gas from rhe lensed prem1ses such producnon rhereof 
should cease from any cause, !Ius lease shall no11ermma1e 1f on or before the cxp1ranon of srxry (60) days from dale of complcnon of sa1d dr} hole or cessanon of produenon Lessee commences 
addmonal dnlhng or reworkmg operauons I hereon, or pays or renders rhe nex1 annual delay rental m rhe same manner as provided m rhis lease I f. dunng I he las1 year of rhe pnmary 1erm or 
wnhm SIX!} (60) days pnor 1here1o, a dr} hole be complered and abandoned, or rhe producuon of 011 or gas should cease for an} cause, Lessee's nghrs shall remam m full force and effect wnhour 
funher operanons unulrhe exp1ranon ofrhc pnmar} rerm, and 1fLcssec has nor resumed producnon m paymg quanunes a11he exp1rallon of the pnmar} term, Lessee may mamtam thrs lease by 
conducung addmonal dnlhng or reworkmg operanons pursuan11o Paragraph 10. usmg rhc expirauon of rhe pnmary 1erm as rhe dale of cessanon of producnon under Paragraph 10 Should rhc 
firsr well or any subscqucn1 well dnlled on rhc above descnbed land be complered as a shuHn 011 or gas well \\11hm rhe pnmary rerm hereof, Lessee may resume pa}'lllenr of the annual rental m 
the Sallie manner as proVIded herem on or before the rental paymg date followmg the cxpmuion of s1x1y (60) days from rhe dare of compleuon of such shm-m 01l or gas "ell and upon rhe fa1lurc 
10 make such pa)'lllent, 1h1s lease shall 1pso facio rermmatc. If a11he exp1rauon of rhc pnmary term or any rune rhereancr a shu1-10 011 or gas well1s locared on rhe leased prem1ses pa}'lnenrs may 
be made 10 accordance -.11h the shur-m pr0\1SIOns hereof 

10. C E ATIO,\, DRILLI G, A:\0 RE\\ ORKING: If, afler rhc exp1ranon ofrhc pnmary rcrm, producnon of 011 or gas from rhe leased prem1ses, after once obramed. should cease from 
an} cause, 1h1s lease shall nor rerrnmarc 1f Lessee conuncnces addmonal dnlhng or reworkmg operanons wnh10 s1x1) (60) days after such cessauon, and 1h1s lease shall remam 10 full force and 
elfec1 for so long as such operauons connnue m good fault and m workmanlike manner ~!hour 101Cm1p11ons rotahng more !han Sl'l} (60) days If such dnlhng or reworkmg operauons rcsuh 111 

rhe producnon of 011 o r gas, rhe lease shall remam m full force and elfec1 for so long as oil or gas 1s produced from the leased prem1ses m paymg quannnes or pa}'llleOI of shtn-m 011 or gas well 
royalnes or pa}'lllcnl of compensa1ory royallres 1S made as pro,1ded herem or as proVIded by law If rhe dnlhng or rework10g operauons resull m rhe complenon of a well as a dry hole, rhe lease 
w11l nor tenmnare 1f1he Lessee commences add111onal dnlhng or reworlong operations w11hin sixry (60) days afler the complenon of the well as a dr> hole, and 1h1s lease shall remam tn effect so 
long as Lessee conunues dnllmg or re"orkmg operanons m good fauh and m a workmanlike manner w11hou1 mrerrupnons 101ahng more than s1x1y (60) days Lessee shall g1vc wnnen nouce 10 
rhe General Land Office ~1hm lhtny (30) days of any ce:;sanon of producuon 

II. HUT-I ROYAL T IE : For purposes of thiS paragraph, "well" means any well1ha1 has been ass1gncd a well number by 1he Slate agency haVIngJunsdiCUon over the producuon of 011 
and gas If a1 any nme after rhc e~p1ranon of the pnmary rerm of a lease 1ha1, unul bemg shill m. \\35 bemg ma101a10cd m force and effect, a "ell capable of producmg 011 or gas m paymg 
quanuues 1s locmed on lhe leased prcm1ses, bur 011 or gas IS nor bemg produced for lack of suirable producnon fac1hnes or lack of a sunable marker, rhen Lessee may pay as a shu1-1n 011 or gas 
royally an amoum equalro double rhe annual renral provided 10 rhe lease, bur nor less rhan S I ,200 a year for each well capable of producmg 011 or gas 10 paymg quan1 111es. To be effecuve, each 
uuual shu1-1n 011 or gas royally mus1 be pa1d on or before (I) rhe e~p1rauon of rhe prtmary rerrn. (2) 60 days afler rhe Lessee ceases 10 produce 011 or gas from rhc leased prem1ses, or (3) 60 days 
after Lessee compleres a dnlhng or rework10g operauon m accordance w11h rhe lease proVISIOns; wluchcver dare IS laresr If rhe shut-m 011 or gas ro)all) 1s p81d, the lease shall be cons1dered 10 
be a producmg lease and lhe pa)'lllenl shall exrend rhe rerm of rhe lease for a penod of one year from rhe end of rhe pnmary rerm, or from the firs1 da} of rhe monrh follo"1ng the momh m wh1ch 
producuon ceased, and, afler 1ha1, 1f no su11able producnon fac1hnes or sunablc marker for rhc 011 or gas C\ISIS, Lessee may ex lend rhe lease for four more success1vc penods of one (I) year by 
paying rhc same amoum each year on or before the exp1rauon of each shur-m year 

12. COMPE A TORY ROYALTI E : If, during the penod I he lease 1s kep1 111 effec1 by pa}'lllenl ofrhe shu1-1n 011 or gas royally, 011 or gas rs sold and dehvered m paymg quannnes from a 
welllocared w1tlun one rhousand {I ,000) feet of rhc leased prem1ses and complered m rltc same producmg reservOir, or m any case m wluch dramage IS occumng, rhe ngluro conunue to mam1a10 
the lease by pa)'lng rhc shu1-1n 011 or gas royally shall cease, bur rhe lease shall remam effecuve for I he remamder of rhe year for "luch rhc royally has been paid The Lessee may mamtam rhe 
lease for four more successave years by Lessee paymg compensatOr} royahy a11he royally rare pro,1ded m rhe lease of rhc marker value of producuon from rhc well causmg I he dramage or which 
1s completed 10 rhe same producmg reservOir and \\11hm one rhousand (I ,000) feel of the leased prem1ses Tite compensatory royall) IS 10 be pa1d monthly 10 rhe CommiSSIOner beg1nn10g on or 
before rhe lasl day of the monrh followmg rhc monrh m wh1ch rhc 011 or gas 1s produced from rhe "ell causmg rhe dramage or 1ha1 IS complered 10 rhe same producmg reservOir and locared "11h10 
one thousand (1,000) feel ofrhe leased prenuses, rfr he compensmory royally pa1d 111 any 12-momh penod 1s 111 an amoum less than the annual shut-m 011 or gas royally. Lessee shall pay an 
amoun1 cqualro rhe dtfference wnlun rhtn) (30) days from rhe end of rhe 12-momh penod, and none of rhese prOVISions w11l relieve Lessee of rhe obhgauon of reasonable development nor the 
obhgauon 10 dnll orfse1 wells as prov1ded 10 NRC Secnon 52 034. howe,•er, a1 rhc dcterrnmanon of rhe CommiSSIOner. and wuh rhe Comm1ss1oner's wnnen approval, rhe pa}'lllent of 
compensarory royalnes shall sans!) rhe obhga11on 10 dnll offsc1 \\ells Compensarory royahy paymcnls wh1ch arc nor umely pard w1ll accme penally and 101cres1m accordance w1th Paragraph 5 
of 1h1s lease 
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13. EXTEN 10 1 : If, at the exptranon of the pnmat) tenn of thos lease, production of ool or gas has not been obtaoned on the leased premoses but dnllong operauons are beong condo!cted 
thereon on good fanh and on a good and workmanlike manner, Lessee may, on or before the exporatoon of the pnmary tenn, file on the General Land Office wnnen apphcauon to the Commoss1oner 
of the General Land Office for a th1ny (30) da} extenSIOn of th1s lease, accompanoed by payment of Three TI10usand Dollars ($3,000 00) 1f th1s lease covers Sl\ hundred fort) (640) acres or less 
and S1x Thousand Dollars ($6,000.00) 1f th1s lease covers more than s1x hundred fony (640) acres and the Comm1ss1oner shall, on Ymtong, e~tend this lease for a thuty (30) day period from and 
after the e~p1ratoon of the pnmao; tenn and so long thereafter as 011 or gas IS produced on paymg quantotoes, proVIded fun her, that Lessee may , so long as such dnlhng operauons are beong 
conducted make hke apphcatoon and payment dunng any thiM) (30) day extended penod for an addouonal extenso on of thin) (30) days and, upon rece1pt of such application and payment, the 
CommiSSioner shall, 111 'mung, agaon extend th1s lease so that same shall remam on force for such additional th1ny· (30) da) penod and so long thereafter as o1l or gas 1s produced on pa)'lng 
.quantot~es, pro,1ded, however, that th1s lease shall not be extended for more than a total of three hundred mnety (390) days from and after the exp1ratoon of the pnmary tenn unless producuon on 

• ep~~~·~ uantoues has been obtaoned 

•: • L\: E OF WATER; URFACE: Lessee shall have the nght to use y,ater produced on saod land nccesSat) for operauons hereunder and solely upon the leased prem1ses, proVIded, 
howe,• r, Lessee shall not use potable water or water suitable for hvestock or 1mgauon purposes for water flood operauons wnhout the pnor wntten consent of Lessor Subject to ns obhgauon to 
PiY surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for dnlhng and operaung wells and transpomng and markenng the V 
producuon therefrom, such use to be conducted under condiiiOilS of least onjury to the surface of the land Lessee shall pay surface damages on an amount set by the General Land Office fee 
schedule whoch IS effecuve on the date when the acUVIty requonng the payment of surface damages occurs. Q 

• • :~~ f OLLUTIOo : In developmg th1s area, Lessee shall use the h1ghest degree of care and all proper safeguards to prevent pollution Wothout hmumg the foregomg, pollution of coastal 
• wc~ds, natural waterways, nvers ao1d Impounded water shall be prevented by the use of contaorunent fac1hues suffic1ent to prevent spillage, seepage or ground "ater contaomnauon. In the event 

o lluuon, Lessee shall use all means at us dosposal to recapture all escaped hydrocarbons or other pollutant and shall be respons1ble for all damage to public and private propenoes 

• • • • • • t1) UPLA D : Lessee shall bUild and onaontaon fences around us slush, sump, and dramage pus and tank battenes so as to protect livestock agamst loss, damage or tnjury, and upon 
compleuon or abandorunent of any well or "ells, Lessee shall fill and level all slush pots and cellars and completely clean up the dnlhng sue of all mbb1sh thereon 

•••• • 
••f!J) UB"IERGED LA D : No doscharge ofsohd waste or garbage shall be allowed mto State waters from any dnlhng or suppon vessels, producuon platfonn, crew or supply boat, 

barge, jack-up ng or other equopment located on the leased area Sohd waste shall mclude but shall not be hmned to contamers, eqUipment, rubb1sh, plasuc, glass, and any other man·made non· 
biodegradable uems A s1gn must be diSplayed m a h1gh traffic area on all vessels and manned platfonns statmg, "D1scharge of any sohd waste or garbage mto State Waters from vessels or "' 
platfonns IS stnctly prolubued and may subJeCt a State of Texas lease to forfeuure • Such statement shall be m lenenng of at least I" m stze 

(C) RIVER : To the extent necessal) to prevent polluuon. the prOVISions found m subsecuons (a) and (b) ofth1s paragraph shall also apply to nvcrs and nverbeds 

(D) PE:-iALTY: Fa1lure to comply "1th the reqmrements ofth1s pr0\1SIOn may result 111 the max1mum penalty allowed by law mcludmg forfe1ture of the lease Lessee shall be hable for 
the damages caused by such failure and any costs and expenses mcurred on cleanmg areas affected by the d1scharged waste 

16. IDENT1FICA TI0;\1 \ 'IARKERS: Lessee shall erect, at a distance not to exceed rwenry·fi'-e (25) feet from each well on the prem1ses covered by thiS lease, a legible sign on wh1ch shall 
be stated the naone of the operator, the lease des1gnauon and the well number Where t\\0 or more wells on the same lease or where wells on two or more leases are connected to the saone tank 
battery, whether by md1V1dual Oow hne co1mections dtrect to the tank or tanks or by use of a mult1ple header system, each hne betw een each well and such tank or header shall be leg~bly 
1denufied at all tomes, enher by a finnly anached tag or plate or an 1denllficat10n properly pamted on such lone at a distance not to e~ceed three (3) feet from such tank or header connecuon Said r' 
s1gns, tags, plates or other 1denufica11on markers shall be maontamed m a legtble condition throughout the tenn ofthos lease ( 

17. A ICNM£1\'T : The lease may be transferred at any 11me, provtded, however, that tl1e habohry of the trarlSferor to properly doscharge its obhga11on under the lease, includmg properly 
pluggmg abandoned "'ells, removtng platfonns or p1pelines, or remedoatoon of contammauon at dnll snes shall pass to the transferee upon the pnor wrotten consent of the CommiSSIOner of the 
General Land Office TI1e Conumssooner may reqonre the transferee to demonstrate financ18l respons1b1hty and may reqmre a bond or other secunry All transfers must reference the lease by the 
file number and mttst be recorded m the county where the area ts located, and the recorded transfer or a copy centfied to by the Cotmry Clerk of the county where the transfer ts recorded mtt$1 be 
filed m the General Land Office wnhm nmety (90) days of the execuuon date, as proVIded by N R C Secuon 52.026, accompanted by the fihng fee prescribed by the General Land Office rules m r 
effect on the date of rece1pt by the General Land Office of such transfer or cen1fied copy thereof E'el) transferee shall succeed to all nghts and be subject to all obhgauons, hab1hties, and O 
penalues o" ed to the State by the origtnal lessee or any pnor transferee of the lease, mcludmg any habthues to the state for unpa1d royalues 

18. RELEA E : Lessee may rehnqu1sh the nghts granted hereunder to the State at any ume by recordmg the rehnqlllshment m the county where th1s area IS suuated and filong the recorded 
rehnqmshment or cen1fied copy of same m the General Land Office w1tlun nmety (90) days after us execution accompan1ed by the fihng fee prescnbed by the General Land Office rules m effect 
on the date of rece1pt by the General Land Office of such rehnqu1shment or cen1fied copy thereof Such rehnqu1shment w1ll not have the effect of releasmg Lessee from any habihry theretofore 
accrued m favor of the State 

19. LIE'I: In accordance w1th NRC Secnon 52 136, the State shall have a first hen upon all 011 and gas produced from the area covered by th1s lease to secure payment of all unpa1d royalty 
and other sums of money that may become due under this lease. By acceptance of th1s lease, Lessee grants the State, m addouon to the hen provtded by NRC Secuon 52 136 and any other 
apphcable statutO!) hen, an express contractual hen on and secunry mterest m all leased mmerals m and extracted from the leased prem1ses, all proceeds wh1ch may accn1e to Lessee from the sale 
of such leased mmerals, whether such proceeds are held by Lessee or by a thtrd pany, and all fixtures on and Improvements to the leased prem1ses used on connecuon wuh the producuon or 
processmg of such leased mmerals m order to secure the payment of all roy a lues or other amounts due or to become due under thts lease and to secure payment of any damages or loss !hat Lessor 
may suffer by reason of Lessee's breach of any covenant or cond1110n ofth1s lease, whether express or tmplied Titis hen and secunty onterest may be foreclosed wnh or wnhout coun proceedmgs 
m the manner proVIded m the Tule I, Chapter 9 of the Texas Busmess and Commerce Code. Lessee agrees that the Comm1ssooner may reqUire Lessee to execute and record such mstruments as 
may be reasonably necessary to acknowledge, attach or perfect th1s hen Lessee hereby represents that there are no pnor or supenor hens ansing from and relatong to Lessee's activitieS upon the 
above-descnbed property or from Lessee's acqmsition of tlus lease Should the Com1mssioner at any ume detennine that this representatoon os not true, then the Comm1ssioner may declare th1s 
lease forfe1ted as provided herem 

20. FORFEIT RE: If Lessee shall fail or refuse to make the pay111ent of any sum witlun thiny (30) days after it becomes due, or if Lessee or an authonzed agent should knowingly make any 
false return or fa lse repon concemmg production or dnlling, or if Lessee shall faol or refuse to dnll any offset well or wells m good fauh as reqUired by law and the rules and regulations adopted 
by the CommiSSIOner of the General Land Office, or 1f Lessee should fail to file repons m the manner requtred by Ia" or fa1l to comply wnh rules and regulations promulgated by the General 
Land Office, the School Land Board, or the Ra1lroad CommiSSIOn, or reftlSe the proper authonty access to the records pertauung to operations, or 1f Lessee or an authonzed agent should 
knowongly fail or refuse to gtve correct mfonnatlon to the proper authonry, or knowmgly faol or refuse to fum1sh the General Land Office a correct log of any well, or of Lessee shall kno-.,ngl) 
VIolate any of the matenal proVISions of th1s lease, or 1fth1s lease IS ass1gned and the ass1gnment1s not filed m the General Land Office as reqmred by law,the nghts acqutred under th1s lease shall 
be subject to forfeuure by the CommiSSIOner, and he shall forfeit same when sufficiently mfonned of the facts w h1ch authonze a forfeiture, and when forfeited the area shall a gam be subject to 
lease to the h1ghest btdder, under the same regulations controlhng the ongtnal sale of leases However, nothmg herem shall be construed as waiVIng the automatiC termmauon of th1s lease by 
operation of law or by reason of any spec1al hm1tat1on ansmg hereunder Forfeitures ma) be set as1de and th1s lease and all nghts thereunder remstated before the nglus of another mtervene upon 
sausfactol) e'1dence to the CommiSSioner of the General Land Office of future comphance with the pr0\1SIODS of the law and of this lease and the rules and regulauons that may be adopted 
relauve hereto. 

21. RIVERBED TRACTS: In the event th1s lease covers a nverbed, Lessee IS hereby spcc1fically granted the nght ofemment domaon and condemnauon as prOVIded form N R.C. Sections 
52.092-52 093, as a pan of the cons1derat1on moVIng to Lessor for the covenants herem made b) Lessee 

22. APPLICA BLE LAW A:\D DRILL! 'C RE TRICTION : This lease shall be subject to all rules and regttlatlons, and amendments thereto, promulgated by the Comm1ssioner of the 
General Land Office govenung dnlhng and producmg operauons on Pennanent Free School Land (spec1fically mcludong any nrles promulgated that relate to plans of operations), payment of 
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royaltieS, and audltmg procedures, and shall be: subJect to all other vahd statutes, mles, regulauons, orders and ordmances thai may affect operauons under the proviSions of th1s lease. Wnhout 
luiuung 1he generahl) of the foregomg, Lessee hereb) agrees, b) the acceptance of tins lease, to be: bound b) and subJect to all slaluiOI) and reg.~ a lory proviSions relaung 10 I he General Land 
Office's audit bdhng nouce and audit heanngs procedures Sa1d proVISIOns are currenll) found a1 31 Texas Admm1strauve Code, Chap1er 4, and Texas NaiUral Resources Code Secuons 52 135 
and 52 137 lhrough 52.140 In 1he cvcmllus lease covers land franch1sed or leased or othenVIse used b) a naVIgauon d1s1ncl or by lhe Unned S1a1es for 1he purpose ofnaVIgauon or 01her 
purpose mc1dem 10 1he operauon of a pon, I hen Lessee shall no1 be: emnled 10 enler or possess such land wnhoul pnor approval as proVIded under Secuon 61 117 of 1he Texas Wmcr Code, bu1 
Lessee shall be emnled 10 develop such land for oil and gas by d1recuonal dnlhng, proVIded, however, lhal no surface dnlhng locauon mn) be nearer than 660 feel and spec1al permiSSIOn from 1he 
CommiSSioner of 1he General Land Office 1s necessary 10 make any surface loca11on nearer 1han 2,160 feel measured a1 nglu angles from 1he nearcs1 bulkhead hne or from 1he nearesl dredged 
bon om edge of any channel, shp, or mmmg basm wh1ch has bc:en au1homed by 1he Unned S1a1es as a federal prOJeCI for fiuure conslmcuon, wh1chever 1s nearer • • •••••• 

13. RE;\IOVAL OF EQ IP IE'>T: Upon 1he 1enmnauon of1lus lease for an) cause, Lessee shall no1, man) even1, be: permmed 10 remove 1he easmg or an) pan of the eqUJpmem-erom an) 
producmg, dl), or abandoned well or "'ells wnhoUI I he wnnen consem of 1he Comm1ss1oner of I he General Land Office or Ius aUihonzed representauve, nor shall Lessee, \\1lhout 1¢r_ ~ t 'l 
consent of sa1d Comrmss1oner or Ius au1honzed represenlaii\'C remo' e from I he leased prem1ses 1he casmg or an) other equ1pmem, matenal. machmery, appliances or propen) owned ! y Lessee 
and used by Lessee m !he de,elopmem and producuon of 01! or gas lherefrom unul all dr) or abandoned wells have bc:en plugged and unul all slush or refuse p11s have been proper!) filled a~ all 
broken or discarded lumbc:r, machmery, or debns shall have been removed from the pre1mses to I he sausfacuon of !he sa1d Comm1ss1oner or Ius authonzed represemauve 

24. FORCE MAJ E RE: Should Lessee be: pre\emed from compl)'lng wnh an) express or unphed covenan1 of !Ius lease, from conducung dnlhng operauons !hereon, or from producmg 01! 
and/or gas lherefrom, after elTon made m good fanh, b) reason of war, rebellion. nots, slnkes, fires, acts of God or an) order, mlc or regulauon of govemmcrnal alllhonty, thei t..fl~s_, 
prevented, Lessee's obhgauon 10 comply "1th such covenam shall be: suspended upon proper and sausfac1ory proof presemed 10 1he Conumss1oner of I he General Land Office m stlllflon .C 
Lessee's comenuon and Lessee shall nol be: hable for damages for fa1lure 10 comply tl•erewllh (excepl m I he evem of lease operauons suspended as provided m the mles and regula nons ad~Wied 
by 1he School Land Board); and !Ius lease shall be: extended wlule and so long as Lessee IS prevemed, by any such cause, from dnlhng, reworkmg operanons or producmg 01! and/or g~ fromJ he 
leased prem1ses, proVIded, ho"'e\·er, lhal 1101hmg herem shall be COnS!nJed to suspend lhe pB)'llleOI of renlals dunng the pnmar) or e\ltnded lerrn, nor 10 abndge Lessee's nghl 10 a ra~·lll 

under any apphcable stalule of 1h1s S1a1e 
•••• • 25. LEA E ECURITY: Lessee shall1ake 1he h1ghes1 degree of care and all proper safeguards 10 pro1ec1 sa•d prem1ses and to pre\enl 1heft of 01!, gas, and o1her hydrocarbo~ 7!11J11iuced 

from sa1d lease Th1s mcludes, but JS not hmued to, 1he ms13llanon of all necessary eqUipment, seals, locks, or o1her appropna1e pro1ecn'e deVIces on or at all access pomts a1 the lease's 
producuon, ga1hering and s1orage syslems where I heft of hydrocarbons can occur Lessee shall be: hable for 1he loss of an) hydrocarbons resulung from theft and shall pay 1he Stale of Texas 
royal11es thereon as proVIded herem on all 01!, gas or o1her h)drocarbons losl b) reason of I hell 

26. REDUCI' ION OF PA Y~l ENTS: If, dunng 1he pnmary 1enn, a pon1on of 1he land covered b> tins lease 1s mcluded w11hm1he boundancs of a pooled 1111111hat has been approved by the 
School Land Board m accordance \\lith Narural Resources Code Sections 52. I 5 I ·52 I 53, or 1f, al any nme after 1he exp~rauon of 1he pnmary 1erm or the ex I ended term, th1s lease covers a lesser 
numbc:r of acres 1han I he 1o1nl amoum descnbc:d herein, paymems 1ha1 are made on a per acre bas1s hereunder shall be: reduced accordmg 10 !he number of acres pooled, released, surrendered, or 
othenv1se severed, so 1ha1 pa)mems determmed on a per acre bas1s under !he tenns of th1s lease dur10g the prnnary 1erm shall be: calculaled based upon the numbc:r of acres ou1s1de the boundanes 
of a pooled un1t, or, 1f after the exp1rauon of 1he pnmary 1erm, the number of acres actually retamed and CO\ ered by 1h1s lease 

27. UCCE ORS A'\0 A IG ' : The covenants, condmons and agreemenls contamed herem shall ex1end 10 and be: bmdmg upon 1he he1rs, execmors, adm1mstra1ors, successors or 
ass1gns of Lessee herem 

28. A 'T IQ !TIE CODE: In 1he evemthal any feaiUre ofarcheolog1cal or h1s1oncal m1eres1 on Permanen1 School Fund Land 1s encountered dunng the acll\11les amhonzed by th1s lease, 
Lessee wllli111111Cdlalcly cease ac1mnes and W1llunmed1alel) nonfy lhe General Land Office (ATTN ArchaeologiSt, Asse1 Managemem D1vis1on, 1700 N. Congress Ave, Austm, Texas 78701) 
and the Texas H1s1oncal Comm1ss1on (P.O Bo~ 12276, Ausun, TX 78711) so 1ha1 adcqume measures may be undenaken 10 pro1ec1 or recover such d1scovcncs or findmgs, as appropnate 
Lessee 1s expressly placed on nouce of1he Nauonal H1s1oneal Preservauon Acl of 1966 (PB-89-66, 80 S1a1u1e 915; 16 U.S C.A 470) and 1he Annqmt1es Code ofTexns, Chap1er 191, Tex Na1 
Code Ann (Vernon !993 & Supp 1998) On s1ate-ow11ed land no1 ded1ca1ed 10 the Permanent School Fund, lessee shall noufy 1he Texas H1stoncal Conumss1on before breakmg ground at a 
proJeCI locauon An archaeologJeal survey mtghl be: reqmred by 1hc comm1ss1on bc:fore cons1mcuon of 1he proJeCt can commence Funher, m 1he evem 1ha1 an> sne, obJeCI, locauon, an1facl or 
other fea1ure of archaeologJcal, sc1enufic, educauonal, cuhural or lusloric m1erest 1s encoun1ered dunng 1he acuvmes amhonze b) 1h1s lease, lessee w1ll unmedm1ely noufy lessor and 1he Texas 
H1stoncal Conumss10n so thai adequme measures may be: undenaken 10 pro1ect or recover such d1scovenes or findmgs, as appropna1e 

29. VEN E: Lessor and lessee, mcludmg lessee's successors and ass1gns, hereby agree 1hn1 venue for any dJspu1e ans1ng ou1 of a pr0\1SIOn of 1h1s lease, whe1her express or 1mphed, 
regardmg mterprclanon of 1h1s lease, or relaung many way 10 !Ius lease or 10 applicable case law, slatules, or ndmm1s1ranve mles, shall be: m a coun of compe1em JUnsdlcUon loca1ed m TraVIs 
Counry, S1me of Texas 

30. LEA E FILING: Pursuan1 10 Chap1er 9 of1he Tex Bus & Com Code,1lus lease musl be: filed of record 10 lhe office of 1he Counry Clerk 111 any coumy m wh1ch all or any pan of1he 
leased prem1ses 1s loca1ed, and cen1fied cop1es I hereof mus1 be filed 111 1he General Land Office. The prescnbc:d fi!UJg fee shall accompany I he cer11fied cop1es sen110 1he General Land Office 

3 1. EXEC TIO : nus oll and gas lease musl be: signed and acknowledged b) 1he Lessee bc:fore 11 1s filed of record 10 1hc coumy records and m 1he General Land Office of the Stale of 
Te'as 
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I 'I TE Tll\10'~' WHEREOF, wnness the s1gnarure of the Comm1ss1oner of the General Land Office of the State of ex under the seal of the General Land Office 

• • •••••• • 
• • •••••• • 
• 

•••• • • • • •• 

. ~~ ~TAT~ OF ---+---:71"'0:-1-:~":----:---
•••••• '<. 

COU ·h OF _.,) .... --------~~~~~~-----

• •••• 

TATE OF ______________________ __ 

CO :-:TV OF ___________ _ 

APPROVED 

Content~ 
Legal 
DC 

Exec~ 

(CORI'ORATIO~ ACKNOWLEDG:\1ENT) 

(INDIVID AL ACKNOWLEDGI\IE~T) 

Before me, the unde~1gned authont), on th1s day pe=nally appeared ______________________________________________ _ 

kno"n to me to be the persons whose names are subscnbed to the foregomg mstrument, and acknowledged to me that they executed the 
same for the purposes and cons1derauon therem expressed 

G1ven under m) hand and seal of office th1s the ________ day of _______________________________ , 20 _____ _ 

Nota') Public 1n and for ____________________________ _ 
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lnst No. 14-08481 
OIANf .. E 0 . FLOREZ 
COUNTY CLERK 

• • •••••• • 
• • •••••• • 
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y~TEXAS 
By: ER ~EPUTY 



I, Mozelle Can, C lerk of the County Court, in and for said County, do hereby certify that the within 
instrument in writing, dated 07/0 1/20 14 with its certification of authentication, was filed in my office 
10/27/2014 at 10:44 AM and recorded 10/27/20 14 in the OFFICIAL PUBLIC RECORDS of Loving County, . • 
Texas with Instrument N umber 20 14-209 1. Witness my Hand and Sea l of Said Court, at office in Mentone, :••••• 
Texas, on date and year last above written . 

MOZELLE CARR, County Clerk 

cs;:·~~ 
DUSTIN BURROWS, Deputy County Clerk 
Loving County Texas 

• • •••••• • 
• 

•••• • • • •• • 
• 

• • •••••• • 
•••• • •••• 
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AMMVNI I 1: VIL Ill UA~ "VMt'ANT 

Texas General Land Office 
Slate Lease M 116704-delay rental 

RENTAL PAYMENT 
;;,rtd VJ ?>,J 1(' 

(!) 

• • ••• • • • • 

Broadway Bank Chec Stale Lease M11 6704-delay rental 

• •• • • 
• • • 
• • • • •• •• • • •• 

IOU I 

11/4/2014 
70.00 

,~' ••• • •• • • • • • • • •• • • • • 
-t-70.00 



BROADWAY NATIONAL BANK 

AMMONITE OIL & GAS COMPANY 
515 CONGRESS AVE., STE. 2450 

AUSTIN, TX 78701 

brO:,~~~~om 15 7 0 3 5 5 0 

11/4/2014 

PAY TO THE Texas General Land Office 1 $ "*70.00 
ORDER OF------------------------------------------------------------------~· 

1bU/ 
88·2193/1140 

605 

i a 
' • 
:! 
j 

Seventy and 00/1 00 .... It•• *** • **•***•** ...... ·•• • ...... • • •~~:• •*"' ···• •••" ••• **•••*.-***** ... *******************' '*****•*** ****** .. •••• 1=4 
--------~-------------------------------------------------------------------------------DOLLARS ~ 

MEMO 

Texas General Land Office 
1700 Congress Avenue 
Austin TX 78701 

State Lease M 116704-delay rental 

AMMONITE OIL & GAS COMPANY 

Texas General Land Office 
State Lease M116704-delay rental 

Broadway Bank Chec State Lease M116704-delay rental 

11 /4/2014 

1607 

70.00 

\')'\ 
-i-70.00 

: ••• s • 
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• • •••••• • 
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•••• • • • •• • 
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• • •••••• • 
•••• • •••• 
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OSBORN , GR I F F ITH & HARGROVE 
ATTORN EYS AT LAW 

WILLIAMS. OSBORN 

ANA MARIA MARSLAND-GRIFFITH 

515 CONGRESS AVENUE, SUITE 2450 

AUSTIN, T E XAS 7 8 701 

512 / 476-3529 
FACSIMILE: 

512/4 76-8 310 

ELMER F . PATMAN 

<1907-1987) 
ROBERT G. HARGROVE 

PHILIP F. PATMAN 

(1937-2005) 

Robert Hatter 
Director of Mineral Leasing 
Texas General Land Office 
1700 North Congress 81

h Floor 
Austin, Texas 78701 

Dear Mr. Hatter, 

November 4 , 2014 

Herewith is a copy of Oil and Gas Lease M-116704 taken by Ammonite Oil & Gas 
Corporation at the July 2014 State Lease Sale, showing the recording information. 

Also enclosed please find Ammonite Check No. 1607 in the amount of S70.00, which 
represents a payment of $5.00 per acre, for 7 acres covered by the lease, times two, covering 
the delay rental payments for years two and three of the primary term, herewith prepaid. 

Would someone on your staff be kind enough to sign and return to us a copy of this 
letter, acknowledging receipt of the delay rental payment? 

Receipt of $ 'J?_ (JO Delay Renta l for M- II 6 7tJ f 

Acknowledged~~ /o r;;kJ 

• • •••••• • 
• • •••••• • 

• 

•••• • • • •• • 
• 

• • •••••• • 
•••• • • ••• 
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Daryl Morgan 

From: 
Sent: 
To: 
Subject: 

Good morning Daryl, 

William Osborn <william@texasenergylaw.com> 
Wednesday, February 20, 2019 10:04 AM 
Daryl Morgan 
M-116704 Pecos River Lease 

Will you please post th is note to the GLO file for M-116704, a Pecos riverbed lease in 2014 to Ammonite Oil & Gas. The 
primary term of the lease lapsed July 1, 2017. During the primary term there was no horizontal drilling on either side of 
this lease. And so Ammonite did not pursue an MIPA case. 

If you now have before you a Chapter 52.076 application to lease, or a nomination for state bid, the applicant may 
desire for title curative reasons to have a formal release of M-116704, and I will be glad to execute it for Ammonite. Or 
perhaps this note into your lease fi le wi ll be adequate documentation of the matter? If you forward th is to the party 
now interested in the riverbed acreage? And we wish them luck with any drilling effort they pursue. 

Regards, 

Wm 

1 






