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AMMONITE OIL 1St GAS GOMPANY 

Commissioner, Texas General Land Office 
Bonus - MGL 60 
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AMMONITE OIL & GAS COMPANY 

Commissioner, Texas General Land Office 
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MGL. NO. 

6o 
STATE OF TEXAS 
TAX I.D. # 

SIGNATURE OF 
AGENT 

State Lease Number 

M-

July 1, 2014 

O IL AND GAS LEASE BID APPLICATION 

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

Name: 

•• • • • • •• 
• 
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e: , "' L.J 7/ "? L: ~ 9 (Include +4 Code) 

Telephone: c ~/oll I I lL- .? ? 0'-- I- • ••••• • 

~""~glj 6-ttitLf, ~~· k/~ey/Area: Al2r~>!? ~ ,.e, vtv.=: • • 
(If Applicable) 

Block/Tsp.: Section/Tract: 7 -8 Acres: /5 .. 0 
' (If Applicable) 

(A) Bonus Amount ($) I } . a ?o . tJ 0 
1;1; J2m:J/11f0l{5//1J{J At/11 h f'1 r fJOZuit_s !f:_ /tJ{}e£M5 
(type/pnnt above) 

(B) Sales Fee Amount ($) 19S:7S: 
(j) !l)& tfuJJ/J l£lJ AiAJezy £;t!~ !JOLUfL~ o/ 7 .> t!elJz5 

(type/print above) 

This Sales Fee is 1 V2% of the cash bonus as provided in Section 32.110 of the 
Natura l Resources Code as amended. 

APPLICANT NAME BONUS AMOUNT ONLY (A) 

(Do Not include sale1ff[[Jl 4 6 6 
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Lease Form 
Revised I 0/99 
r~iver 

~ustin, 'atexas 
OIL A \0 GA LEA E 

0. M- 116760 

WHEREA , pursuant to the Te~as Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and H, (smd Code bemg heremafter referred to as N R.C.}, and subJeCt to all 
rules and regulauons promulgated by the Comm1ss1oner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable statutes and amendments to sa1d 
N R.C., the followmg area, to-wn 

TRACT3-B OF TII E AVA OTARIVER, BRA ZO ,GRI 1E ,A DMADI ON 0 'T IE , TEXA ,CONTAI I 'GAPPROX IMATELYISACRE ; TRACT3-B I 
BOU ' DON IT UP TREAM E ' D BY A 'ORTIIWE TERLY EXTE:\' 10.'1 OF TilE ORTI IWE T Ll E OF Til E A. ROGE R URVEY, i\-196, lAO I ON COUNn' , A D 
I BOU D 0 IT DOW STREA 'I END BY A 'ORTHWE TERLY EXTEt\ 10 OF T il E OUTHEAST LINE OF TilE T. TOBY URVEY, A-462, GRii\IES COU 'TY, 

was, after bemg duly adven.sed, offered for lease on the I" dn) of Jul), 2014, at 10:00 o'clock am , b) the CommiSSioner of the General Land Office of the State of Texas and the School 
Land Board of the State ofTe><as, for the sole and only purpose of prospecting and dnlhng for, and producmg ool and/or gas that may be found and produced from the above descnbed area, and 

WHEREA , after all bids and remtttances whoch were receoved up to saod time have been duly consodcred by the Comm1ssooner of the General Land Office and the School Land Board at a 
regular meeting thereof on the General Land Office, on the I" day of July, 2014, heremafter the " effective date" and n was found and determmed that Ai\11\'IONIT E Oil. & GA CORP. 
whose address os SIS CO C RE AVEN E, ITE 2~50, AU T l ', TEXA 78701, had offered the lughest and best bod for a lease of the area above desenbed and os, therefore. enmled to 
receove a lease thereon 

'OW, THEREFORE, I, Jerry E. Patterson, Comm1ssooner of the General Land Office of the State ofTe><as, heremafter someumes referred to as "Lessor," whose address 1s Austin, Texas, by 
vtnue of the authonty vested m me and m consideration of the payment b) the heremafter desognated Lessee, the sum ofThineen T housand Fifl) And 001100 Dolla rs (S I3,050.00), receopt 
of whoch is hereb) acknowledged and of the royaltoes, covenants, stipulations and conditions comamed and hereby agreed to be paod, observed and perfonned by Lessee, do hereby demose, 
grant, lease and let unto the above mentioned bodder the exclusive right to prospect for, produce and take ool and/or gas from the aforesaod area upon the followmg terms and conditions, to-wn 

I. RE ERVATIO'I There 1s hereb) excepted and reserved to Lessor the full use of the propeny co,ered 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 thord pan.es seosmoc, geophys1eal and geolog1eal permits and to enter omo other agreements 
wllh thord panoes, whoch allo" such thord pan1es to conduct geophysoeal, geolog1cal or seosmoc suf\eys on, o'er, under, through and across the land covered herem dunng the term of thos lease, 
and the nghts ofmgress and egress and use of said lands b) Lessor and liS mmerallessees for purposes ofexplonng for and producmg the mmerals wh1ch are not covered, or "hoch ma) not be 
covered m the future, under the terms of th1s lease, but whoch may be located w11hm the surface boundnnes of the leased area All of the nghts m and to the leased pre moses retamed by Lessor 
and all of the nghts m and to the leased premoses granted to Lessee herem shall be exercosed m such a manner that neither shall unduly mterfere w11h the operat1ons of the other 

2. TERI\1 SubJeCt to the other proviSions hereof, th1s lease shall be for a term of three (3) years from the effective date hereof(herem called "pnmary term") and as long thereafter as oil or 
gas IS produced m paymg quanuues from saod area 

3. D£LA V RE Tf\L If no well be commenced on the land hereby leased on or before the annoversary date ofthos lease,th1s lease shalltermmate as to both panoes unless the Lessee on 
or before saod date shall pay or tender to the Commossooner of the General Land Office of the State of Texas at Austin, Texas, the sum of Five Dollars (SS.OO), per acre, whoch shall operate as 
rental and cover the pnvolege of deferrmg the commencement of a well for twelve ( 12) months from saod date In hke manner and upon hke payments or tenders the commencement of a well 
ma) be fun her deferred for hke penods of the same number of months suecessovely durmg the pnmary term hereof 

4. PROD CTJO"'; ROYAL TIE Upon production ofool and/or gas, the Lessee agrees to pay or cause to be paod to the Commoss10ner of the General Land Office m Austin, Texas, for 
the use and benefit of the State of Texas, dunng the term hereof 

(A) OIL. As a royally on ool, whoch os defined as mcludmg all hydrocarbons produced m a hquod form at the mouth of the well and also all condensate, diStillate, and other hquod 
hydrocarbons recovered from oil or gas nm through a separator or other equopment, as heremafler proVIded, 114 pan of the gross product10n or the market value thereof, at the opuon of the 
Lessor, such value to be deterrnmed by I) the hoghest posted price, plus premoum. of any, offered or paod for oil, condensate, dostillate, or other hquod hydrocarbons, respectively. of a hke rype 
and gravuy m the general area where produced and when run, or 2) the h1ghest market pnce thereof offered or pmd m the general area where produced and when run, or 3) the gross proceeds 
of the sale thereof, whochever os the greater Lessee agrees that before any gas produced from the land hereby leased IS sold, used or processed on a plant, 11 w oll be run free of cost to Lessor 
through an adequate 011 and gas separator of conventional type or other equopment at least as efTicoent to the end that all hqutd hydrocarbons retO\erable from the gas b) such means woll be 
recovered Upon \\'Otten consent of Lessor, the requorcmentthat such gas be run through such a separator or other equopment may be waoved upon such terms and cond111ons as prescnbed b) 
Lessor 

(B) 'ON-PROC£ ED GA As a royalty on any gas (mcludmg nared gas}, wluch IS defined as all hydrocarbons and gaseous substances not defined as ool m subparagraph (A} 
above, produced from any well on saod land (except as proVIded herem wllh respect to gas processed m a plant for the e~tracuon of gasohne, hquod hydrocarbons or other products) 114 pan of 
the gross producuon or the market value thereof, at the option of the Lessor, such value to be based on the h1ghest marl.et pnce paod or offered for gas of comparable quahty m the general area 
where produced and when nm, or the gross pnce paod or offered to the producer, \\hoche,er IS greater prov1ded that the maxomum pressure base m measunng the gas under this lease contract 
shall not at any time exceed 14 65 pounds per square mch absolute, and the soandard base temperature shall be soxty (60) degrees Fahrenheit, correcuon to be made for pressure accordmg to 
Boyle's Law, and for specofic gra'"'Y accordmg to test made by the Balance Method or by the most approved method of testing beong used by the mdustf) at the ume of testing. 



(C) PROCES ED GA : As a royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other hq01d hydrocarbons, 114 pan of the resrdue gas and the 
liqutd hydrocarbons extracted or the market value thereof, at the opuon of the Lessor. All royalties due herem shall be based on one hundred percent (I 00%) of the total plant production of 
restdue gas attributable to gas produced from this lease, and on fifty percent (50%) or that percent accrumg to Lessee, whtchever ts the greater, of the total plant production of hq01d 
hydrocarbons, attnbutable to the gas produced from tlus lease, proVIded that tf hqutd hydrocarbons are recovered from gas processed in a plant m whtch Lessee (or us parent, substdtary or 
affiliate) owns an interest, then the percentage applicable to hquid hydrocarbons shall be fifty percent (50%) or the htghest percent accrumg to a third pany processmg gas through such plant 
under a processmg agreement negouated at arms' length (or tfthere ts no such thtrd party, the h1ghest percent then being spec1fied m processmg agreements or contracts m the 10dustry), wh1chever 
is the greater. The respecuve royalues on residue gas and on liquid hydrocarbons shall be detenmned by I) the h.ighest market price patd or offered for any gas (or hqUid hydrocarbons) of 
comparable quality in the general area or 2) the gross price paid or offered for such res1due gas (or the weighted average gross selling prtce for the respecuve grades of hqUid hydrocarbons), 
whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less than the royalties wh1ch would have been due had the gas not been processed. 

(D) OTH ER PRODUCTS: As a royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting hqmd hydrocarbons) whether sa1d gas be 
"cas10ghead, • "dry" or any other gas, by fracuonatmg, burmng or any other processing, 1/4 pan of gross production of such products, or the market value thereof, at the opuon of Lessor, such 
market value to be detertmned as follows 

(I) On the basis of the highest market price of each product, during the same month m which such product is produced, or 
(2) On the basis of the average gross sale price of each product for the same month 10 wh1ch such products are produced; whichever is the greater. 

(E) NO DEDUCTIONS: Lessee agrees that all royalues accnnng to Lessor under thiS lease shall be w1thout deducuon for the cost of producing, transporting, and otherw1se makmg the 
oil, gas and other products produced hereunder ready for sale or use. 

(F) ROYAL TV IN Kl 'D: Notwithstanding anything contamed herem to the contrary, Lessor may, at its opuon, upon not less than 60 days notice to Lessee, reqUire at any time or from 
time to ume that payment of all or any royalt•es accnnng to Lessor under thts lease be made m kmd without deducuon for the cost of producing, gathenng, storing, separaung, treaung, 
dehydraung, compressmg, processmg, transpomng and otherwrse makmg the 011, gas and other products produced hereunder ready for sale or use Lessor's rtght to take us royalty m kmd shall 
not d1mm1sh or negate Lessor's rtghts or Lessee's obhgatlons, whether express or 1mphed, under th1s lease 

(G) PLANT FUEL AND REC VC LED GA : No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel used to process gas produced hereunder 
in any processing plant Notwuhstandmg anytlung contamed herem to the contrary, and subJeCt to the consent 10 writing of the Commiss•oner of the General Land Office, Lessee may recycle gas 
for gas lift purposes on the leased prem•ses after the liquid hydrocarbons contamed m the gas have been removed, and no royalties shall be payable on the gas so recycled until such time as the 
same may thereafter be produced and sold or used by Lessee m such manner as to enmle Lessor to a royalty thereon under the royalty prOVISions of this lease. 

(H) i\11 ' I~IUM ROVAL TY: Durtng any year after the exp1rat•on of the prtmary tenn ofth1s lease, 1fth1s lease 1s mamtamed by production, the royalties pa1d to Lessor in no event shall 
be less than an amount equal to the total annual delay rental herein provtded, otherMse, there shall be due and payable on or before the last day of the month succeedmg the anniversary date of 
this lease a sum equal to the total annual rental less the amount of royalties pmd durtng the prccedmg year. 

( I) MA RC I 'AL PRODUCTIO ' ROYALTY: Upon Lessee's wrtnen application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out in subparagraph 4 (I) to extend the economic hfe of th•s lease and encourage recovery of 011 or gas that m1ght otherwise rem am unrecovered Any such royalty reducuon must 
confonn to the reqmrements of any School Land Board admmistrative rules on th1s subJect. Royalty may not be reduced below the appheable statutory mtmmwn 

5. ROYAL TV PA VME 'T S AND REPORTS: All royalties not taken m kmd shall be pa1d to the Comm1ssioner of the General Land Office at Austin, Texas, in the following manner: 
Payment of royalty on production of oil and gas shall be as provided in the rules set fonh 10 the Texas Reg1ster. Rules currently prov1de that royalty on oil is due and must be received in the 
General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty on gas IS due and must be received in the General Land Office on or before the 
15th day of the second month sueceedmg the month of production, accompanied by the affidaVIt of the owner, manager or other authorized agent, completed in the fonn and manner prescribed by 
the General Land Office and showing the gross amount and dispositiOn of all otl and gas produced and the market value of the oil and gas, together "~th a copy of all documents, records or 
reports confinning the gross producnon, d1sposnion and market value mcludmg gas meter readmgs, pipeline receipts, gas hne receipts and other checks or memoranda of amount produced and put 
into ptpehnes, tanks, or pools and gas hnes or gas storage, and any other reports or records "hich the General Land Office may req111re to vertfy the gross production, disposition and market 
value In all cases the authortty of a manager or agent to act for the Lessee herein must be filed in the General Land Office Each royalty payment shall be accompanied by a check stub, 
schedule, summary or other remmance advice showing by the assigned General Land Office lease number the amount of royalty being pa1d on each lease. If Lessee pays Ius royalty on or before 
tluny (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever IS greater A royalty payment wh1ch IS over th•ny (30) days late shall 
accrue a penalty of 10% of the royalty due or $25.00 whichever is greater In add1110n to a penalty, royalues shall accrue mterest at a rate of 12% per year; such mterest will begm accrumg when 
the royalty IS SIXty (60) days overdue AffidaVIts and supporting documents wluch are not filed when due shall mcur a penalty m an amount set by the General Land Office adrnimsrranve rule 
which IS effective on the date when the affidavits or supportmg doc111nents were due The Lessee shall bear all responsibtllty for pa)'lng or causmg royalties to be patd as prescribed by the due 
date proVIded herem Payment of the delinquency penalty shall m no way operate to proh1b1t the State's rtght of forfeuurc as proVIded by law nor act to postpone the date on which royalties were 
originally due. Tile above penalty prov1sions shall not apply in cases ofmle dispute as to the State's pon10n of the royalty or to that ponion of the royalty in dtspute as to fair market value. 

6. (A) RESERVES, CO 'TRACT A 'D OTH ER RECORD : Lessee shall annually furnish the Commissioner of the General Land Office wtth us best possible esumate of oil and gas 
reserves underlying th•s lease or allocable to th1s lease and shall furnish sa•d CommiSSIOner wtth cop1es of all contracts under which gas ts sold or processed and all subsequent agreements and 
amendments to such contracts within thirty (30) days after entering into or makmg such contracts, agreements or amendments Such contracts and agreements when received by the General Land 
Office shall be held tn confidence by the General Land Office unless otherw•se authonzed by Lessee All other contracts and records penaining to the production, transportation, sale and 
marketing of the oil and gas produced on said premises, mcluding the books and accounts, rece1pts and discharges of all wells, tanks, pools, meters, and pipelines shall at all umes be subject to 
inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) DRILL! ' G RECORD : Wrtnen notice of all operations on th1s lease shall be submmed to the Commissioner of the General Land Office by Lessee or operator five (5) days before 
spud date, workover, re-entry, temporary abandonment or plug and abandorunent of any well or wells Such wrtnen not1ce to the General Land Office shall mclude cop•es of Ra1lroad 
Conun•ss•on fonns for applieanon to drtll Copies of well tests, complenon reports and pluggmg repons shall be supphed to the General Land Office at the ume they are filed with the Texas 
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, repons, cuumgs and cores, or other infonnation relative to the operation of the 
above-descrtbed prem1ses, wh•ch may be requested by the General Land Office, m addition to those herem expressly provided for. Lessee shall have an electrical and/or radioacuvity survey 
made on the bore-hole secuon, from the base of the surface casmg to the total depth of well, of all wells drtlled on the above described prcm•ses and shall transmit a true copy of the log of each 
survey on each well to the General Land Office wtthm fifteen ( 15) days after the makrng of sa1d survey. 

(C) PE AL Tl E : Lessee shall mcur a penalty whenever reports, documents or other materials are not filed in the General Land Office when due The penalty for late filing shall be set 
by the General Land Office admmistraltve ntle wluch is effecttve on the date when the materials were due m the General Land Office. 
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7. RETAINED ACREAGE: Notw1thstandmg any provts1on of tins lease to the contrai) , after a well producmg or capable ofproducmg 011 or gas has been completed on the leased prem1ses, 
Lessee shall exerc1se the d1hgence of a reasonably prudent operator m dnlhng such add1uonal well or wells as may be reasonably necessary for the proper development of the leased prem1ses and 
m markeung the producuon thereon 

(A) VERTICA L In the e•entth1s lease ts m force and effect two (2) years after the exp1rauon date of the pnmat) or e~tended tenn n shall then tennmate as to all of the leased prem1ses, 
EXCEPT ( I) 40 acres surroundmg each otl well capable of producmg m pa)'lng quantmes and 320 acres surroundmg each gas well capable of producmg 10 pay1ng quanuues (mcludulg a shut-10 
011 or gas well as provtded m Paragraph II hereof), or a well upon wh1ch Lessee IS then engaged m cont10uous dnlhng or reworkmg operauons, or (2) the nwnber of acres mcluded m a producmg 
pooled unu pursuant to Natural Resources Code Secnons 52 151-52 153, or (3) such greater or lesser number of acres as may then be allocated for producuon purposes to a prorat1on unn for 
each such producmg well under the n1les and regulauons of the Rat I road CommiSSIOn of Texas, or any successor agency, or other governmental authonty havtngJW1sdiCI10n Wnhm 90 days of a 
parllaltennmauon of tlus lease m accordance w11h th1s subparagraph and upon pa)'lllent of the m10mnun fihng fee set by General Land Office n1les m effect at the ume of the pantaltennmauon, 
Lessee shall have the nght to obta10 a surface lease for 10gress and egress on and across the tenn10ated pon1on of the leased prem1ses as may be reasonably necessary for the conunued operauon 
of the pontons of the lease rema1010g 10 force and effect If Lessee fa1ls to appl) for a surface lease wtthm the 90 da) penod spec1fied above, Lessee rna) appl) for a surface lease from the Land 
Office, but the Land CommiSSIOner has the d1screuon to grant or deny such apphcauon and to set the fee for such surface lease 

(B) IIORI ZO:>:TAL. In the event tins lease IS 10 force and effect two (2) years after the exp1rauon date of the pnmary or extended tenm 11 shall funhertenninate as to all depths belo" 100 
feet below the total depth dnlled (heremafter "deeper depths") m each well located on acreage retamed m Paragraph 7 (A) above, unless on or before two (2) years after the pnmary or extended 
tenn Lessee pays an amount equal to one-half (112) of the bonus ong10ally pa1d as cons1derauon for tins lease (as spec1fied on page I hereof). If such amount IS pa1d, tillS lease shall be m force 
and effect as to such deeper depths, and sa1d tenmnauon shall be delayed for an add111onal penod of two (2) years and so long thereafter as 011 or gas 1s produced m paymg quanntles from such 
deeper depths covered bythts lease 

(C) IDE T l FICA TION AND Fl Ll G: The surface acreage retamed hereunder as to each "ell shall, as nearly as practical, be m the fonn of a square mth the well located in the center 
thereof, or such other shape as may be approved b) the School Land Board W11lun thlrt) (30) days after pan1al tenmnauon of th1s lease as provtded herem, Lessee shall execute and record a 
release or releases contammg a satisfactory legal descnpuon of the acreage and/or depths not retamed hereunder The recorded release, or a cen1fied copy of same, shall be filed m the General 
Land Office, accompamed by the filmg fee prescnbed by the General Land Office ntles 10 effect on the date the release 1S filed If Lessee fa1ls or refuses to execute and record such release or 
releases wnlun nmety (90) days after bemg requested to do so bytl1e General Land Office, then the Comm1ss1oner at Ius sole discreuon may des1gnate by wnnen mstrument the acreage and/or 
depths to be released hereunder and record such mstrument at Lessee's e•pense m the county or counues "here the lease IS located and m the offic1al records of the General Land Office and such 
des1gnauon shall be btndmg upon Lessee for all purposes If at an) ume after the effecuve date of the pan1al tennmauon pr0\1SIOns hereof, the appltcable field rules are changed or the well or 
"ells located thereon are reclassified so that less acreage IS thereafter allocated 10 sa1d well or wells for producuon purposes, !Ius lease shall thereupon termmate as to all acreage not tl1ereafter 
allocated to sa1d "ell or wells for producuon purposes 

8. OFF ET WELL : If 011 and/or gas should be produced 10 commerc1al quanuues from a well located on land pnvately owned or on State land leased at a lesser royalty, wh1ch well1s 
w11lun one thousand ( 1,000) feet of the area mcluded herem, or wh1ch well1s drammg the area covered by th1s lease, the Lessee shall, wuhm SIX!) (60) days after such m111al producuon from the 
drammg well or the well located wuhm one thousand ( 1,000) feet from the area covered by th1s lease begmm good fauh and prosecute d1hgentl) the dnlhng of an offset well on the area covered 
byth1s lease, and such offset well shall be dnlled to such depth as may be necessal) to prevent 1 he undue dramage of the area co,ered byth1s lease, and the Lessee, manager or dnller shall use all 
means necessary m a good fa1th effort to make such offset -..ell produce o1l and/or gas m commerc1al quanuues Onl> upon the detennmauon of the CommiSSIOner and wuh h1s "nnen appro•al, 
lnB) the pa)'lnent of a compensatory roy& It) satisfy the obhgatlon to dnll an offset well or wells reqlllred under th1s Paragraph 

9. DRY IIOL E/CE ATIO OF PRODUCTIO D RI ~G PRI\ 'IARY TER~ I : If, dunng the pnmary tenn hereof and pnor to d1scovery and producuon ofo1l or gas on sa1d land, 
Lessee should dnll a dry hole or holes thereon, or 1f during the pnmary tenn hereof and after the d1scovery and actual producuon of otl or gas from the leased prem1ses such producuon thereof 
should cease from any cause, th1s lease shall not tennmate 1f on or before the exp1ra11on of s1xty (60) days from date of completion of sa1d dry hole or cessauon of producuon Lessee commences 
add111onal dnlltng or reworkmg operations thereon, or pays or tenders the next annual delay rental m the same manner as provtded m th1s lease If, dunng the last year of the pnmat) tenn or 
"1thm stxty (60) days pnor thereto, a dry hole be completed and abandoned, or the producuon of 011 or gas should cease for an) cause, Lessee's nghts shall remam m full force and effect wuhout 
funher operauons unulthe e\pli'3110n of the pnmat) term, and 1fLessee has not resumed productiOn m pa)mg quanuues at the e\p1rauon of the pnmal) tenn, Lessee may mamtam th1s lease b) 
conducung addmonal dnlhng or reworkmg operauons pursuant to Paragraph 10, usmg the exptrauon of the pnmary tenn as the date of cessauon of producuon under Paragraph 10. Should the 
first well or any subsequent well dnlled on the above descnbed land be completed as a shut-m 011 or gas well w11lun the pnmary tenn hereof, Lessee may resume payment of the annual rental m 
the same manner as provided herem on or before the rental paymg date followmg the exp1rauon of SIXI) (60) days from the date of compleuon of such shut-m 011 or gas "ell and upon the fa1lure 
to make such pa)'lllent, tlus lease shall 1pso facto term10ate. If at the exp1rauon of the pnmary tenn or any tune thereafter a shuHn o1l or gas well1s located on the leased prem1ses pa)'lllents may 
be made m accordance wtth the shut-m provisiOnS hereof 

10. CE AT ION. DRILLJ :>:G, AND REWORK! 'G: If, after the exp1rauon of the pnmary term, producuon of 011 or gas from the leased prem1ses, after once obtruned, should cease from 
any cause, th1s lease shall not tenrunnte 1f Lessee commences add111onal dnlhng or reworkmg operauons w1thm s1xty (60) days after such cessauon, and th1s lease shall remam m full force and 
effect for so long as such operauons conunue m good fa1th and m workmanlike manner "11hout mterrupuons totaltng more than Sl\ty (60) days If such dnlhng or reworkmg operauons result 10 
the producuon of 011 or gas, the lease shall remam m full force and effect for so long as 011 or gas 1s produced from the leased prem1ses 10 pa)'lng quanuues or pa)'lllent of shut-m o1l or gas -..ell 
royalues or pa)'lnent of compensatory royalt1es IS made as prov1ded herem or as provtded by law If the dnlhng or reworkmg operauons result 1n the complct10n of a well as a dry hole, the lease 
wtll not tennmate 1f the Lessee commences add111onal dnlhng or reworkmg operauons w1tlnn SIX I) (60) days after t11e complet1on of the well as a dry hole, and th1s lease shall remam m effect so 
long as Lessee conunues dnlhng or rework10g operauons m good fauh and m a workmanhke manner wnhout mterrupuons totahng more than SIXty (60) days Lessee shall gJve wnnen nouce to 
the General Land Office "11lun thin) (30) days of any cessauon of producuon 

I I. II UT-I nov A L T l E : For purposes of tins paragraph, "well" means any well that has been ass1gned a well number b) the state a gene) havtng JW1sdlcuon over the producnon of 011 
and gas If at any ume after the e•p1ra11on of the pnmary tenn of a lease that, unul bemg shut m, was bemg mamtamed m force and effect, a \\ell capable of producmg 011 or gas m paymg 
quan1111es 1s located on the leased premtses, but oil or gas IS not bemg produced for lack of smtable producuon fac1hues or lack of a sunable market, then Lessee may pay as a shu1-10 011 or gas 
royalty an amount equal to double the annual rental provtded m the lease, but not less than S 1,200 a year for each well capable of producmg 011 or gas 10 paymg quanuues To be effec11ve, each 
mmal shut-m 011 or gas royalty must be pa1d on or before (I) the exp1ra11on of the pnmary tenn, (2) 60 days after the Lessee ceases to produce 011 or gas from the leased prem1ses, or (3) 60 days 
after Lessee completes a dnlhng or reworkmg operauon m accordance wtth the lease provts1ons, wh1ehever date IS latest If the shut-m otl or gas royalty IS paJCI, the lease shall be cons1dered to 
be a producmg lease and the pa)'lllent shall extend the tenn of the lease for a penod of one year from the end of the pnmary tenn, or from the first day of the month followtng the month m wh1ch 
producnon ceased, and, after that, 1fno sunable producuon fac1h11es or sunable market for the 011 or gas eXIsts, Lessee may e\lend the lease for four more success1ve penods of one (I) year by 
pa)1ng the same amount each year on or before the exp1ra11on of each shuHn year 

12. COMPE ' A TORY ROYAL TIE : If, dunng the penod the lease is kept 111 effect by pa)'lnent of the shut-m 011 or gas royalty, oil or gas IS sold and dehvered m paymg quantiues from a 
well located wnlnn one thousand (1,000) feet oft11e leased prem1ses and completed mthe same producmg reservo1r, or many case m wh1ch dramage 1s occumng, the nghtto contmue to mamtam 
the lease by paymg the shuHn 011 or gas royalty shall cease, but the lease shall rema10 effecuve for the rema111der of the year for winch the royalty has been pa1d Tite Lessee may ma101a111 the 
lease for four more suceess1ve years b) Lessee paymg compensatol) royalty at the royal!) rate pro\1ded m the lease of the market value ofproducuon from the well caus111g the dramage or wh1ch 
IS completed 111 the same producmg reservoir and wnhm one thousand (1,000) feet of the leased prem1ses The compensatory royalt) IS to be pa1d monthly to the CommiSSIOner beguunng on or 
before the last day of the month follow111g the month 111 wh1ch the 011 or gas IS produced from the well causmg the dramage or that IS completed 111 the same producmg reservoir and located w11h10 
one thousand ( 1,000) feet of the leased prem1ses, 1f the co111pensato1) royal!) pa1d 111 any 12-month penod IS m an amount less than the annual shut-111 011 or gas royalt), Lessee shall pay an 
amount equal to the d1fference wuhm th1ny (30) days from the end of the 12-month penod, and none of these provts1ons w1ll reheve Lessee of the obhgauon of reasonable development nor the 
obhgauon to dnll offset wells as provtded m NRC Secuon 52 034, however, at the detenmnauon of the CommiSSIOner, and w11h the CommiSSIOner's wnnen approval, the pa)'lllent of 
compensator) rO) alt1es shall sausfy the obhgauon to dnll offset wells Compensatory royalt) pa)ments wh1ch are not umely pa1d \vtll accrue penalty and mterest m accordance wtth Paragraph 5 
of th1s lease 
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13. EXTEN ION : If, at the exp1ra11on of the pnmary tenn of th1s lease, producuon of oil or gas has not been obtamed on the leased prcm1ses but dnllmg operauons are bemg conducted 
thereon m good fauh and m a good and workmanltke manner, Lessee may, on or before the expuauon of the pnmal) tenn, file m the General Land Office wnuen apphcauon to the Comm1~s1oner 
of the General Land Office for a thmy (30) da> extenSIOn of thiS lease, accompamed by payment of Three Thousand Dollars (S3,000.00) if th1s lease covers six hundred forty (640) acres or less 
and S1x Thousand Dollars (S6,000 00) 1f th1s lease covers more than SIX hundred forty (640) acres and the Comm1ss1oner shall, m wnung. extend th1s lease for a thlrt) (30) day penod from and 
after the exp1rauon of the pnm31) tenn and so long thereafter as 01! or gas IS produced m pa)ong quanuues, pro,1ded further, that Lessee rna), so long as such drilhng opera nons are bemg 
conducted make like apphcauon and payment dunng an) thlrt) (30) da> extended penod for an additional extens1on of thlrt) (30) days and, upon rece1pt of such apphcauon and payment, the 
Comnuss1oner shall, m wnung, agam extend th1s lease so that same shall remam m force for such additional th1ny (30) da> penod and so long thereafter as 011 or gas IS produced m paymg 
quanunes, proVIded, hoi' ever, that tlus lease shall not be extended for more than a total of three hundred mnel} (390) days from and after the exp1ra11on of the pnmal) tenn unless producuon m 
pa)'lng quanuues has been obtamed 

14. U E OF \\ ATER; URFACE: Lessee shall have the nghtto use water produced on sa1d land necesSBI) for operauons hereunder and solei) upon the leased prem1ses, proVIded, 
however, Lessee shall not use potable water or "ater suuable for livestock or 1mgauon purposes for water flood operations Without the pnor wnucn consent of Lessor Subject to us obligation to 
pay surface damages, Lessee shall have the nght to use so much of the surface of the land that may be reasonably necessary for dnlhng and operaung wells and rransponmg and markeung the 
producuon therefrom, such use to be conducted under conditions of least InJury to the surface of the land Lessee shall pay surface damages m an amount set b) the General Land Office fee 
schedule wh1ch 1s effecuve on the date when the actiVIty reqmnng the payment of surface damages occurs 

15. POLLUTIO;-<: In developmg this area, Lessee shall use the htghest degree of care and all proper safeguards to prevent polluuon. Wuhout hmtllng the forego•ng, polluuon of coastal 
wetlands, natural waterways, nvers and Impounded water shall be prevented by the use of contamment fac1httes suffic1entto prevent sp1llage, seepage or ground water contanunauon ln the event 
of pollution, Lessee shall use all means at tiS d1sposal to recapture all escaped hydrocarbons or other pollutant and shall be responstble for all damage to pubhc and pnvate propentcs. 

(A) UPLA;-<D : Lessee shall bu1ld and mamtam fences around us slush, sump, and dramage pus and tank bauenes so as to protect livestock agamst loss, damage or mJury; and upon 
compleuon or abandonment of any well or wells, Lessee shall fill and level all slush pus and cellars and completely clean up the dnlhng sue of all rubbtsh thereon. 

(B) UBi\ I ERG ED LANDS: No dtscharge of sohd waste or garbage shall be allowed mto State waters from any drilhng or support vessels, production platfonn, crew or supply boat, 
barge, jack-up ng or other eqmpment located on tlte leased area Sohd waste shall 10clude but shall not be hmued to conta10crs, equipment, rubb1sh, plasuc, glass, and any other man-made non­
btodegradable uems A s1gn must be dtsplayed m a h1gh trnffic area on all vessels and manned platfonns staung, "Dtscharge of any sohd waste or garbage mto State Waters from vessels or 
platfonns IS smctly prohibned and may subject a State of Texas lease to forfeoture • Such statement shall be m leuenng of at least I" m soze. 

(C) RIVER : To the extent necessary to prevent polluuon, the provismns found m subsecuons (a) and (b) ofthts paragraph shall also apply to nvers and nverbeds 

(D) PENALTY : Fadure to comply wuh the reqmrements ofthts pro,,s1on may result 10 the maxomum penalty allo"ed by law mcludmg forfeuure of the lease Lessee shall be hable for 
the damages caused by such failure and any costs and expenses mcuned m cleanmg areas affected by the discharged waste 

16. ID E:\TIFICATIO;-< \IARKER : Lessee shall erect, at a dostance not to exceed t"enl)•-five (25) feet from each well on the premises covered by thts lease, a legJble stgn on whtch shall 
be stated the name of the operator, the lease destgnanon and the well number. Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank 
banery, whether by mdtVIdual now lme connecuons dtrect to the tank or tanks or by use of a muluple header system, each hne between each well and such tank or header shall be leg~bly 
odenufied at all umes, euher by a finnly anached tag or plate or an tdenuficauon properly pamted on such hne at a dtstance not to exceed three (3) feet from such tank or header connecnon Sa1d 
s1gns,tags, plates or other odenuficanon markers shall be mamtamed m a legible condtuon throughout the term ofth1s lease 

17. A IGN I ENT : 1l1e lease may be transferred at any ume, proVIded, however, that the habtluy of the transferor to properly doscharge us obhgauon under the lease, mclud111g properly 
pluggmg abandoned wells, remo,,ng platfonns or ptpehnes, or remedtauon of comammauon at dnll sues shall pass to the transferee upon the pnor wntten consent of the Commtsstoner of the 
Genernl Land Office The Commtss1oner may reqUtre the transferee to demonstrate financtal responstbtluy and may reqUtre a bond or other secunty All transfers must reference the lease by the 
file number and must be recorded 111 the county where the area ts located, and the recorded transfer or a copy cent lied to by the County Clerk of the county "here the transfer IS recorded must be 
filed m the Genernl Land Office 1'1thm mnety (90) days of the execuuon date, as pro,,ded by N R C. Secuon 52 026, accompamed by the filmg fee prescnbed by the General Land Office rules m 
effect on the date of recetpt by the General Land Office of such transfer or centlied copy thereof Every transferee shall succeed to all nghts and be subject to all obhgauons, liab1hties, and 
penalues owed to the State by the ong111allessee or any pnor transferee oftl1e lease, 10cludmg any hab1hues to the state for unpatd royalucs. 

18. RELEA E : Lessee may rehnq1ush the nghts granted hereunder to the State at any ume by rccord111g the relinqtushment m the county where thts area is suuated and fihng the recorded 
rehnqUtslunent or cent fied copy of same 111 the General Land Office wuhm mnety (90) days after us execuuon accompanted b) the fihng fee prescnbed by the General Land Office rules m effect 
on the date of recetpt by the General Land Office of such rehnqmslunent or cen1fied copy thereof Such rehnqmshrnent \\111 not have the effect of releasmg Lessee from any habthty theretofore 
accmed m favor of the State. 

19. LI E : In accordance w,th NRC. Secuon 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 tlus lease, Lessee grants the State, m add111on to the lien provtded by N.R.C. Secuon 52 136 and any other 
apphcable statutO!) hen, an express contractual hen on and secunty interest in all leased mmerals m and extracted from the leased preomses, all proceeds wh1ch may accme to Lessee from the sale 
of such leased m111erals, whetlter such proceeds are held by Lessee or by a third party, and all fixtures on and tmprovements to the leased prem1ses used m connecuon wtth the producuon or 
processmg of such leased mmerals 111 order to secure the payment of all royalties or other amounts due or to become due under th1s lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covenant or condmon of thts lease, whether express or 1mphed Th1s hen and secunty 1111erest may be foreclosed wnh or wnhout coun proceedmgs 
m the manner proVIded 10 the Tule I, Chapter 9 of the Texas Busmess and Commerce Code Lessee agrees that the Commtsstoner may reqUtre Lessee to execute and record such msuuments as 
may be reasonably necessary to acknowledge, anach or perfect thts hen Lessee hereby represents that there are no pnor or supenor hens ans10g from and relating to Lessee's acuviues upon the 
above-descnbed property or from Lessee's acqms111on of tlus lease. Should the CommiSSIOner at any time detenmne that this representation is not true, then the Commiss1oner may declare th1s 
lease forfetted as provided herem 

20. FORFEITURE: If Lessee shall fatl or refuse to make the payment of any sum \VIthm thmy (30) days after u becomes due, or if Lessee or an authonzed agent should knowingly make any 
false rerum or false repon concerrung production or dnlhng, or tf Lessee shall fat! or refuse to dnU any offset well or wells m good fauh as reqmred b) law and the rules and regulauons adopted 
by the Comm1sstoner of the General Land Office, or tf Lessee should fa1l to file reports m the manner reqmred by law or fat! to comply with mles and regulauons promulgated by the General 
Land Office, the School Land Board, or the Ratlroad Comm1ss1on, or refuse the proper authoril) access to the records penammg to operahons, or 1f Lessee or an authonzed agent should 
knowingly fall or refuse to g~ve correct mfonnauon to the proper authonty, or knowmgly fat! or refuse to fi11111Sh the General Land Office a correct log of any well, or if Lessee shall knoWingly 
violate any of the matenal provtsions of tlus lease, or tf this lease ts aSSib'lled and the asstgnmcnt IS not filed m the General Land Office as required by law, the nghts acqutred under this lease shall 
be subject to forfeuure by the Commtss1oner, and he shall forfe1t same when suffic1emly mfonned of the facts whtch authonze a forfeuure, and "hen forfeued the area shall a gam be subject to 
lease to the h1ghest btdder, under the same regulauons controlling the ongmal sale of leases However, not lung herem shall be constmed as waiVIng the automatic tennmauon of thts lease by 
operauon of law or by reason of any spectal hmuauon ansmg hereunder Forfeuures may be set as1de and tlus lease and all nghts thereunder remstated before the ngltts of another mtervene upon 
satisfactor> eVIdence to the Commtssioner of the General Land Office of future compliance w1th the pro,1s1ons of the law and of th1s lease and the rules and regulauons that may be adopted 
relauve hereto 

11. RIVERBED TRACT : In the event th1s lease covers a nverbed, Lessee IS hereby speetfically granted the nght of emment domain and condemnation as proVIded for 111 NRC. Sections 
52 092-52.093, as a pan of the cons1derat1on moVIng to Lessor for the covenants herem made by Lessee. 

22. APPLICABLE LA \V A 'o;D DRILL! 'G RESTRICTIO;\' : Thts lease shall be subject to all rules and regulations, and amendments thereto, promulgated by the CommJsstoner of the 
General Land Office govem10g dnlhng and producmg operations on Pennanent Free School Land (specifically mcludmg any mles promulgated that relate to plans of operations), payment of 



' royalues, and audating procedures, and shall be subject to all other vahd statutes, rules, regulauons, orders and ordanances that rna} affect operations under the pro\1Saons of thas lease. Wnhout 
hmatlng the generaht) of the foregoang. Lessee hercb) agrees, b) the acceptance of tlus lease, to be bound by and subjeCt to all statutO!) and regulatol) provasaons relatang to the General Land 
Office's audn balhng notice and audit heanngs procedures Saad provasaons are currently fotand at 31 Texas Admamstratlve Code, Chapter 4, and Texas Natural Resources Code Sections 52 135 
and 52 137 through 52 140 In the event thas lease covers land franch1sed or leased or otherwase used b) a navagatlon dastnct or b) the United States for the purpose of navagatlon or other 
purpose ancadent to the operation of a port, then Lessee shall not be entitled to enter or possess such lnnd wnhout pnor approval as provaded under Secuon 61 117 of the Texas Water Code, but 
Lessee shall be enntled to develop such land for oil and gas by darecuonal dnlhng, provaded, however, that no surface dnlhng location may be nearer than 660 feet and special permassaon from the 
Commassaoner of the General Land Office as necessary to make any surface location nearer than 2,160 feet measured a1 nght angles from the nearest bulkhead lane or from the nearest dredged 
bottom edge of any channel, slap, or turnmg bas an whach has been authonzed b) the Unned States as a federal project for future constnactlon, wluchever as nearer 

23. RE~·tOVAL O F EQ II' 1E:-IT : Upon the tennanatlon oft has lease for an) cause, Lessee shall not, an any event, be permaned to remove the casang or any pan of the equapment from an) 
producang, dry, or abandoned well or wells wathout the wntten consent of the Comamssaoner of the General Land Office or has authonzed representative, nor shall Lessee, \\1thout the wnnen 
consent of saad Commassaoner or has authonzed representative remove from the leased premases the casang or an) other equapmem, matenal. machtnery, appliances or propert) owned by Lessee 
and used by Lessee an the development and production of oil or gas therefrom until all dry or abandoned wells have been plugged and unnl all slush or refuse pits have been properly filled and all 
broken or dascarded lumber, maclunery, or debns shall have been remo•ed from the premases to the sausfactlon of the saad Commassaoner or has au~1onzcd representative 

24. FORCE MAJEURE: Should Lessee be prevented from complyang wnh an) express or unphed covenant oftlus lease, from conducting dnlhng operations thereon, or from producmg oal 
and/or gas therefrom, after elTon made an good faath, by reason of war, rebelhon, nots, sankes, fires, acts of God or any order, n1le or regulauon of governmental authonty, then whale so 
prevented, Lessee's obligation to comply wnh such covenant shall be suspended upon proper and satisfactory proof presented to the Commassaoner of the General Land Office an support of 
Lessee's contentiOn and Lessee shall not be hable for damages for faa lure to comply there>vath (except m the event of lease operations suspended as provaded an the rules and regulations adopted 
by the School Land Board); and thas lease shall be extended whale and so long as Lessee as prevented, by any such cause, from dnlhng, reworkmg operations or producmg oal and/or gas from the 
leased premases, provaded, however, that nothmg herem shall be construed to suspend the payment of ren1als dunng the pnmal) or extended term, nor 10 abndge Lessees nght to a suspensaon 
under any applicable statute of thas State 

25. LEA E ECU RITY: Lessee shall take the haghest degree of care and all proper safeguards to protect srud prem1ses and to prevent theft of oal, gas, and other hydrocarbons produced 
from saad lease Th1s mcludes, but as not hmued to, the mstallatlon of all necessary equapmcnt, seals, locks, or oaher appropnate protecuve devaces on or at all access pomts at the lease's 
production, gathenng and storage systems where theft of hydrocarbons can occur Lessee shall be hable for the loss of any hydrocarbons resulnng from theft and shall pay the State of Te'as 
royalties thereon as provaded herem on all oal, gas or oaher hydrocarbons lost by reason of a hell 

26. REDUCTIO OF PA Y ·1 E:-IT : If. durtng the pnmary term, a pon1on of the land covered by tlus lease as mcluded wuhan the boundanes of a pooled unn that has been approved by the 
School Land Board m accordance wi~1 Natural Resources Code Secnons 52 151-52 153, or af, at any tune after the exparanon of the prtmal) tenn or the extended term, th1s lease covers a lesser 
number of acres than the total amount descnbed herem, payments thm are made on a per acre basas hereunder shall be reduced aceordang to the number of acres pooled, released, surrendered, or 
othermse severed, so that payments determmed on a per acre basas under the terms of thas lease dtmng the pnm31) term shall be calculated based upon the number of acres outsade the boundartes 
of a pooled unn, or, af after the exparatlon of the pnmal) term, the number of acres acruall) retamed and covered b) th1s lease 

27. UCCE OR A 'ID A IG : The covenants, condnaons and agreements contamed herem shall extend to and be bandmg upon the hears, executors, admmastrators, successors or 
assagns of Lessee here an 

28. ANTIQU IT IE CODE: In the event that any feature ofarcheologaeal or hastoncal anterest on Permanent School Fund Land 1s encountered dunng the actlvanes authonzcd by thas lease, 
Lessee w1llumned1ately cease acnvatles and wallunmedaately notifY the General Land Office (ATTN ArchaeologiSt, Asset Management 01vaS10n, 1700 N Congress Ave, Austin, Texas 78701) 
and the Texas Hastoncal Commassaon (PO Box 12276, Austin, TX 78711) so that adequate measures may be undenaken to protect or recover such d•scovenes or findmgs, as appropnate 
Lessee as expressly placed on notice of the Nanonal H1stoncal Preservation Act of 1966 (PB-89-66, 80 Statute 915; 16 US C.A 470) and the Ant1qu1t1es Code of Texas, Chapter 191, Tex Nat 
Code Ann (Vernon 1993 & Supp. 1998) On state-o"11ed land not ded1cated to the Permanen1 School Fund, lessee shall noufy ahe Texas Hasrorical Comm1ssaon before breakmg ground at a 
project location An archaeologtcal survey m1ght be requared b) 1he conumssaon before constructaon of the project can commence Further, an the event lhat an) Sate, Object, loeauon, ana fact or 
other fea1ure of archaeologJcal, seaennfic, educational, cultural or hastonc mterest as encountered dunng the act1vat1es authon7.e by thiS lease, lessee wall•mmedaately nouf) lessor and the Texas 
Hastortcal Commassaon so that adequate measures rna) be undertaken 10 protect or recover such dascovenes or findongs, as appropnate 

29. \'E:'\UE: Lessor and lessee, mcludmg lessee's successors and assagns, hereb) agree that venue for an) d1spute ansmg out of a provasaon of th~> lease, whether express or amphed, 
regardmg mterpretatlon of tins lease, or relating an any "ay to thas lease or to apphcable case law, slatutes, or admanastratlve ndes, shall be an a coun of compeaent jurasdactlon located m Travas 
Count), State of Texas 

30. LEA E FILING: Pursuant 10 Chapter 9 of the Tex Bus & Coon Code,this lease must be filed of record an the office of the Count) Cieri. an any county an wluch all or any part of the 
leased premases as located, and cenafied copaes thereof must be filed an the General Land Office. 111e prescnbed fihng fee shall accompany the cenafied copaes sent 10 the General Land Office 

31. EXECUTION: Thas oal and gas lease must be sagned and acknowledged b) the Lessee before nas filed of record an the county records and an the General Land Office of the State of 
Texas 

LE EE 

BY: ________________ _ 

TITLE: _____________ _ 

DATE: ______________ _ 
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I • TE Tl1110 Y WIIEREOF, w1mess the s1gnature of the Cornm1ss1oner of1he General Land Office of the S1a1e of Texas under the seal of1he General Land Office 

APPROVED 

Con Ients 
LegBI 
DC 
Exec 

(CORPORATIO~ ACKNOWLEDGME 'T) 

G1ven under my hand and seal of office th1s the _______ day of ________________ ,, 20 ____ _ 

No1ary Pubhc m and for ________ ______ _ 

STATE OF _____ _ _____ __ (I'IDI\'10 AL ACK.'~OWLEDG111 ENT) 

CO 'TY OF ____________ _ 

Before me, the undersigned authon!), on 1lus da) personally appeared _______________________ _ 

known 10 me 10 be 1he persons whose names are subscnbed 10 1he foregomg ms1rumem, and acknowledged 10 me 1ha1111e) e•ecuted the 
same for 1he purposes and cons1derauon 1herem expressed 

Gtven under my hand and seal of office th1s 1he _______ day of ________________ , 20 ______ . 

No1ary Pubhc m and for ______________ _ 
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August 20, 2014 

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

Dear Mr. Osborn: 

j ERRY PATTERSO ',COMMISSIONER 

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. 60, 
which has been assigned the lease number M-116760. 

State Lease M-116760 is enclosed and serves as your receipt for your bid. This lease form must 
be fully executed by the lessee, and then recorded in the County Clerk's office of the county or 
counties in which lands covered by the lease are located. After signing and recording the lease, 
please submit a certified copy of the recorded lease to the attention of the undersigned. These 
requirements are material provisions of the lease; therefore, please return the certified copy at your 
earliest convenience. 

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

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

Sincerely, 

Robert B. Hatter, Director 
Mineral Leasing Division 

Stephen F. Austin Building · 1700 North Congress Avenue · Austin, Texas 78701-1.:195 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 





AMMONITt: OIL & GAS COMPANY 

Texas General Land Office 10/8/2014 
State Lease M116760-delay rental 150.00 

Broadway Bank Chec State Lease M11 6760-delay rental -\- 150.00 
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AMMONITE OIL & GAS COMPANY 
515 CONGRESS AVE., STE. 2450 

AUSTIN, TX 78701 
10/8/2014 

PAYTOTHE Texas General Land Office 1 $ .. 150.00 
ORDER OF--------------------------------------------------------------~· 

c: 
0 

I 
One Hundred Fifty and 00/1 00***'**** .... *****••••••••••.............................................................................. A 

------------~------------------------------------------------------------DOUARS W 

MEMO 

Texas General Land Office 
1700 Cungress Avenue 
Austin TX 7870 1 

State Lease M116760-delay rental 

AMMONITE OIL & GAS COMPANY 

Texas General Lantl Orri~;t:l 

State Lease M116760-delay rental 

Broadway Bank Chec State Lease M116760-delay rental 

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

1583 

10/8/2014 
150.00 

-\- 150.00 
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OSBORN , GRIFFITH & HARGROV E 

WILLIAM S. OSBORN 

ANA MARIA MARSLAND-GRIFFITH 

ROBERT G . HARGROVE 

Robert Hatter 
Director of Mineral Leasing 
Texas General Land Office 
1700 North Congress 8th Floor 
Austin , Texas 78701 

Dear Mr. Hatter, 

ATTORNEYS A T LAW 

515 CONGRESS A VENU E , SUITE 2450 

AUSTIN, TEXAS 78701 

512/ 4 7 6 -3529 

FACSIMILE : 

512/ 4 76-8310 

October 8, 2014 

ELMER F . PATMAN 

(1 907- 199 7 ) 

PHILI P F. PATMAN 

( 1937-2005) 

Herewith is a copy of Oil and Gas Lease M-116760 taken by Ammonite Oil & Gas 
Corporation at the July 2014 State Lease Sale, showing the recording information. 

Also enclosed please find Ammonite Check No. 1583 in the amount of $150.00, which 
represents a payment of $5.00 per acre, for 15 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$ /5tJ.()o Delay Rental for M.F 116 7~1J 

Acknowledged by ~ tfiCJ y 

• ••• • ••• • ••• • • • • • • • • ••• • • • • • • • • • • • • • • • • • •• • •• • • • • • • ••• • • • 
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W ilE REA , pursuant to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A·D and H, (satd Code bemg heremafter referred to as NRC.), and subJect to all 
rules and regulations promulgated by the Commtsstoner of the General Land Office and/or the School Land Board pursuant thereto, and all other applicable stanues and amendments to srud 
N R C , the followmg area, to-wll 

TRACT3-B OFTHE AVA OTARIVER, BRAZO , GR IM E , A DMAOI ONCOUNTI E , TEXA ,CO TA IN I GAPPROXIMATELY 15ACRE; TRACT3-B 1S 
BOU 00 IT UPSTREAM £ O BYA 'O RTii W ESTERLYEXTE ' IONOFTHE ORTIIWE TLI EOFTIIEA. ROGER UR VEY,A-196, 1A01 ONCO U TY,A D 
I BO '0 0 IT DO\\ STREAM E D BY A 'ORTHWE TERLY EXTE ' 10 OF T H E OUTI IEAST LINE OF THE T. TOBY URVEY, A-462, GR IME COU 'TV, 

was, after bemg duly adventsed, offered for lease on the I" da) of Jul) , 2014, at 10:00 o'clock am., by the Commisstoner of the General Land Office ofthe State ofTe><as and the School 
Land Board of the State of Texas, for the sole and only purpose of prospecting and drilhng for, and producmg ot1 and/or gas that may be found and produced from the above descnl>ed area, and 

W il E REA , after all bids and remmances wboch were recetved up to satd time have been duly constdered by the Commtsstoner of the General Land Office and the School Land Board at a 
regular meeting thereof m the General Land Office, on the I" day of July, 2014, heremafter the "effective dote" and u was found and determmed that A 11\10 ' ITE OI L & GA CORP. 
whose address ts SIS CO ' GRES AVENUE, lTE 2450, AUSTI'I, TEXA 78701, had offered the lughest and best btd for a lease of the area above described and ts , therefore, entuled to 
recetve a lease thereon 

OW, T H ER EFORE, I, Jerry E Panerson, Commtsstoner of the General Land Office of the State of Texas, hereinafter somettmes referred to as "Lessor," whose address is Austin, Texas, by 
vinue of the authority vested m me and m constderatlon of the payment by the heremafter designated Lessee, the sum of Thineen T housand Fifty A nd 00/100 Dollars ($13,050.00), recetpt 
of wluch ts hereby acknowledged and of the royalties, covenants, supulations and conditions contamed and hereby agreed to be patd, observed and performed by Lessee, do hereby demtse, 
grant, lease and let unto the above mentioned btdder the exclustve nghtto prospec! for, produce and take oil and/or gas from the aforesatd area upon the following terms and condtuons, to-wtt 

I. RE E RVATIO There ts hereby excepted and reserved to Lessor the full use of the propen y covered hereby and a ll n ghts wuh respect to the surface and subsurface thereof for any 
and all purposes except those granted, and to the extent herem granted to Lessee, the right to grant th•rd panoes seismtc, geophysical and geologocal permus and to enter mto other agreements 
wllh tlmd pantes, whtch allow such thtrd pantes to conduct geophystcal, geologtcal or setsmtc surveys on, over, under, through and across the land covered herem dunng the term ofthts lease, 
and the nghts of mgress and egress and use of srud lands by Lessor and tiS mmerallessees for purposes of explonng for and producmg the mmerals whtch are not covered, or whoch may not be 
covered m the future, under the terms of thiS lease, but which ma) be located wuhm the surface boundanes of the leased area All of the nghts 10 and to the leased premtses retamed by Lessor 
and all of the nghts m and to the leased premtses granted to Lessee herem shall be exerctsed m such a manner that neuher shall undul) mterfere wllh the operations of the other 

2. TERM SubJect to the other pr0\1Stons hereof, thts lease shall be for a term of three (3) years from the effective date hereof(herem called "pnmary term") and as long thereafter as oil or 
gas ts produced m paymg quantities from satd area 

3. DELAY RE ITALS If no well be commenced on the land hereby leased on or before the anmversary date ofthts lease, thts lease shall termmate as to both pantes unless the Lessee on 
or before satd date shall pay or tender to the Commtsstoner of the General Land Office of the State of Texas at Austm, Texas, the sum of Five Dollars (SS.OO), per acre, whtch shall operate as 
rental and cover the pnvilege ofdefem ng the commencement of a well for twelve (12) months from satd date In hke manner and upon hke payments or tenders the commencement of a well 
may be fun her deferred for hke penods of the same number of months successtvely dunng the primary term hereof. 

4. PROD CTIO, ROYAL T IE Upon production of oil and/or gas, the Lessee agrees to pay or cause to be patd to the Commtsstoner of the General Land Office m Austin, Texas, for 
the liSe and benefit of the State of Texas, dunng the term hereof 

(A) 0 1 L: As a royalty on oil, winch ts defined as mcludmg all hydrocarbons produced m a hqutd form at the mouth of t he well and also all condensate, dtstl llate, and other liqutd 
hydrocarbons recovered from oil or gas run through a separator or other equtpment, as heremafter provtded, l /4 pan of the gross production or the market value thereof, at the opuon of the 
Lessor, such value to be deterrnmed by I) the htghest posted pnce, plus premiUm, tf any, offered or patd for Otl, condensate, dtsttllate, or other hqutd hydrocarbons, respecuvely, of a like type 
and gravtl) tn the general area where produced and when run, or 2) the htghest mazXet pnce thereof offered or patd m the general area where produced and when run, or 3) the gross proceeds 
of the sale thereof, whtcbever IS I he greater Lessee agrees that before any gas produced from the land hereby leased ts sold, used or processed m a plant, u wtll be run free of cost to Lessor 
through an adequate otl and gas separator of conventional type or other equipment at least as effictentto the end that all liqUid hydrocarbons recoverable from the gas by such means \vtll be 
recovered Upon wntten consent ofLessor,the requtrement thai such gas be run through such a separator or other eqUipment may be watved upon such terms and condtttons as prescribed by 
Lessor 

(B) '0 -PROCE ED GA As a royalty on any gas (mcludmg flared gas), whtch ts defined as all hydrocarbons and gaseous substances not defined as oil m subparagraph (A) 
above, produced from any well on satd land (except as provtded herem wuh respect to gas processed m a plant for the eXTraction of gasohne, hqutd hydrocarbons or other products) 1/4 pan of 
the gross production or the market value thereof, at the opuon of the Lessor, such value to be based on the htghest market pnce patd or offered for gas of comparable qua !tty m the general area 
where produced and when run, or the gross price patd or offered to the producer, whtchever ts greater provtded that the maxunum pressure base m measunng the gas under this lease contract 
shall not a1 any time e"ceed 14 65 pounds per square tnch absolute, and the standard base temperature shall be s1xty (60) degrees Fahrenheu, correction to be made for pressure accordmg to 
Boyle's Law, and for specofic gravtt) accordmg to test made by the Balance Method or by the most approved method oftestmg bemg used by the mdusuy at the tune of testing 

• ••• • ••• • ••• 
• • • • • • • • 
••• ~ • • • • • • • • • • • • • • • 
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(C) PROCES ED GA : As a royally on any gas processed on a gasohne plam or other plant for the recovery of gasoline or other hqmd hydrocarbons, J/4 pan of the rest due gas and the 
hqutd hydrocarbons extracted or the market value thereof, at the opuon of the Lessor All royalties due hereon shall be based on one hundred percem (100%) of the total plant production of 
restdue gas annbutable to gas produced from thts lease, and on fill) percent (SO%) or that percent accruong to Lessee, whtchever ts the greater, of the total plant production of !Jqutd 
hydrocarborJS, annbutable to the gas produced from thts lease, proVIded that if hqwd hydrocarbons are recovered from gas processed m a plam on wluch Lessee (or tts parent. subsuila.J) or 
affihate) OWrJS an mterest, then the percentage applicable to hquid hydrocarbons shall be fill) percem (SO%) or the lughest percem accrumg to a thtrd pany processmg gas through such plant 
under a processmg agreement negonated at arms' length (or tf there tS no such thtrd pany, the htgbest percemthen beong spectfied in processong agreements or contracts m the ondustry), whichever 
ts the greater. The respecuve royalues on residue gas and on hqutd hydrocarbons shall be determmed by I) the highest market pnce patd or offered for any gas (or hqwd hydrocarbons) of 
comparable qualtty m the general area or 2) the gross pnce patd or offered for such restdue gas (or the "etghted average gross sellmg pnce for the respecuve grades of hqutd hydrocarbons), 
wlucbever ts the greater In no event, however, shall the royalues payable under thts paragraph be less than the royalues whteb would have been due had the gas not been processed 

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

(I) On the basts of the htghest market pnce of each product, dunng the same month on whtch such product IS produced, or 
(2) On the basts of the average gross sale pnce of each product for the same month m wluch such products are produced; whichever tS the greater 

(E) 0 DEDUCTIO S: Lessee agrees that all royalties accruing to Lessor under thts lease shall be wnhout deduction for the cost of producong, transponong, and otherwise making the 
otl, gas and other products produced hereunder ready for sale or use 

(F) ROYALTY I ' Kl D: NolWlthstandmg anytlung contamed herem to the contrary, Lessor may, at ns opnon, upon not less than 60 days notice to Lessee, reqwre at an) orne or from 
ume to ume that paytnent of all or any royalttes accrumg to Lessor under thts lease be made m land wnhout deducuon for the cost of producmg, gathenng, stonng, separaung, treanng, 
dehydraung, compressmg, processmg, rransponmg and otherwtse makong the 01!, gas and other products produced hereunder read) for sale or use Lessor's nght to take 1ts royalty on land shall 
not dtmtmsh or negate Lessor's ng)ns or Lessee's obhgattons, whether express or tmphed, under tlus lease 

(G) PLA 'T F ELAND RECYCLED GA : No royal!) shall be payable on any gas as rna) represent this lease's propontonate share of an) fuel used to process gas produced hereunder 
on any processmg plant NolWlthstandmg anythmg con tamed herem to the contra') , and subJect to the consent on wnnng of the Conuntsstoner of the General Land Office, Lessee may recycle gas 
for gas hft purposes on the leased premtses after the hqmd hydrocarbons contamed m the gas have been removed, and no royalties shall be payable on the gas so recycled until such nme as the 
same may thereafter be produced and sold or used by Lessee m such marUtcr as to enutle Lessor to a royalty thereon under the royalty proVISions ofthts lease. 

(H) MINIMUM ROYALTY: During any year after the exptranon of the pruna.J) term of thiS lease, 1f thts lease is maintamed by producnon, the royalues pa1d to Lessor m no event shall 
be less than an amount equal to the total armual delay rental herem proVIded, othcrw~se, there s.hall be due and payable on or before the last day of the month succeedmg the arm1versary date of 
thts lease a sum equal to the total armual rental less the amount of royalues pa1d dunng the precedmg year 

(I) MARGINAL PRODUCTION ROYALTY: Upon Lessee's wntten application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the minimum 
royalty set out m subparagraph 4 (J) to extend the econonuc life of tlus lease and encourage recovery of otl or gas that m1ght otherwise remam unrecovered. Any such royalty reduction must 
conform to the requtrements of any School Land Board admm1strauve rules on thts subJeCt Royalty may not be reduced below the apphcable starutory mmtmum 

S. ROYALTY PA YME 'TS AI D REPORTS All royalties not taken m kmd shall be pa1d to the Conumsstoner of the General Land Office at Ausun, Texas, in the followmg marmer. 
Paytnent of royalty on producuon of oil and gas shall be as proVIded m the rules set fonh in the Texas RegJster Rules currently proVIde that royalty on oil 1s due and must be received in the 
General Land Office on or before tl1e Sth day of the second month succeedmg the month of production, and royalty on gas is due and must be receiVed m the General Land Office on or before the 
15th day of the second month succeedmg the month of producnon, accompanied by the affidavn of the owner, manager or other authorized agent, completed m the form and marmer prescribed by 
the General Land Office and showmg the gross amount and d1sposmon of all 01! and gas produced and the market value of the oil and gas, together ,.,th a copy of all documents, records or 
repons confirmmg the gross producnon, dtsposnion and market value mcludmg gas meter readmgs, ptpehne recetpts, gas hne receipts and other checks or memoranda of amount produced and put 
mto p1pehnes, tanks, or pools and gas lines or gas storage, and any other repons or records wh1ch the General Land Office may reqmre to venfy the gross producuon, dtsposmon and market 
value. In all cases the authonty of a manager or agent to act for the Lessee herem mus1 be filed in tlte General Land Office. Each royalty paytnent shall be accompanted by a check srub, 
schedule, swrunary or other renunance adVIce showmg by the asstgned General Land Office lease number the amount of royalty bemg pa1d on each lease If Lessee pays hts royalty on or before 
tluny (30) days after the royalty paytnent was due, then Lessee owes a penal!) of S01o on the royalty or S2S 00, whichever ts greater A royalty paytnent wh1ch JS over thtny (30) days late shall 
accrue a penalty of I 0% of the royalty due or S25 00 whtchever IS greater In addmon to a penal!) , royalnes shall accrue interest at a rate of 12% per year; such mterest will begm accrwng when 
the royalty ts stxty (60) days overdue AffidaVItS and supponmg documents wh1ch are not filed when due shallmcur a penalty m an amount set b) the General Land Office adrmmsrranve rule 
wh1ch ts etfecuve on the date when the affidaVIts or supponmg docwnents were due. l11e Lessee shall bear all responsibility for paymg or causmg royalues to be pa1d as prescribed by the due 
date proVIded herem Paytnent of the delinquency penalty shall m no way operate to prohtbu the State's nght of forfeiture as provided by law nor act to postpone 1he date on which royalties were 
ongmally due. The above penalty proVIsions shall not apply m cases ofntle d1spute as 10 the State's pomon of the royalty or to that ponion of the royalty m dtspute as to fatr market value 

6. (A) RESERVE , CO 'TRACTS A D OTHER RECORDS: Lessee shall armually furnish the Comnuss10ner of the General Land Office \VIth ns best possible esnmate ofotl and gas 
reserves underlymg thts lease or allocable to tlus lease and shall fum1sh srud Commtsstoner witll copies of all contracts lUJder which gas 1s sold or processed and all subsequent agreements and 
amendments to such contracts witlun thiny (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when recei vee! by the General Land 
Office shall be held in confidence by the General Land Office unless otherwtse authorized by Lessee All other contracts and records penainmg to the producnon, transportation, sale and 
marketing of the oil and gas produced on said prem1ses, mcluding the books and accounts, rece1pts and d1scharges of all wells, tanks, pools, meters, and p1pelines shall at all nmes be subject to 
lrJSpectton and examinauon by the Conunissioner of the General Land Office, the Anomey General, the Governor, or the representative of any of them 

(B) DRILL! G RECORDS: Wrinen nouce of all operations on th1s lease shall be submined 10 the Commissioner of the General Land Office by Lessee or operator five (S) days before 
spud date, workover, re-entry, temporary abandonment or plug and abandonment of an) well or wells Such wnnen notice to the General Land Office shall mclude cop1es of Railroad 
Conuntss1on forms for apphcauon to drill Cop1es of well tests, complenon repons and pluggmg repons shall be supphed to the General Land Office at the nrne tltey are filed wnh the Texas 
Ratlroad Conuntsston Lessee shall supply the General Land Office wtth any records, memoranda. accounts, repons, cutungs and cores, or 01her mformanon relanve to the operauon of the 
above-described prem1ses, whtch may be requested by the General Land Office, m addtuon to those herem expressly provided for. Lessee shall have an electncal and/or radtoacuvity survey 
made on the bore-hole secnon, from the base of the surface casmg to the total depth of well, of all wells dnlled on the above descnbed prcmtses and shall transmu a true copy of the log of each 
survey on each well to the General Land Office w1thm fifteen (IS) days after the makmg of satd survey 

(C) PENAL TIE : Lessee shall mcur a peoalty "henever repons, documents or other matenals are not filed m the General Land Office when due The penal!) for late fihng shall be set 
b) the General Land Office adrntrustrauve rule wluch ts effecuve on the date when the matenals "ere due on the General Land Office 

••• 2 • • •• • ••• • • • • • • • • • • • • • • • • • • .. ••• •• • • • • • • • • • •• • •• • • • • •• . 
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7. RET AI EO ACREAGE: Notwrthstandmg any prOVISIOn oftlus lease 10 the conrrary, after a well producing or capable ofproducmg oil or gas has been completed on the leased premrses, 
Lessee shall exercrse the drhgence of a reasonably prudent operator m dnlhng such addruonal well or wells as may be reasonably necessal) for the proper development of the leased premrses and 
m marketing the productiOn thereon 

(A) VERTICAL In the evemthrs lease ts m force and effect rwo (2) years after the exp11'3tlon date of the pnmary or elClended term u shall then termmate as 10 all of the leased preDllses, 
EXCEPT (I) 40 acres sWTOundmg eacb otl well capable ofproducmg m pa)'lng quanuues and 320 acres surrounding each gas well capable ofproducmg m pa}~ng quannues (mcludmg a shut-m 
oil or gas well as proVIded m Paragraph II hereof), or a well upon whtch Lessee rs then engaged m conunuous dnllmg or reworkmg operauons, or (2) the nwnber of acres mcluded m a producmg 
pooled unn pursuant 10 Narural Resources Code Secnons S2.1SI-S2 IS3, or (3) such greater or lesser number of acres as may then be allocated for production purposes 10 a proranon unrt for 
each such producmg well under the rules and regulauons of the Railroad Corrumssron of Texas, or any successor agency, or other governmental authonty haVIngJunsdrction Wrthrn 90 days of a 
panraltermmauon of thrs lease m accordance w11h thrs subparagraph and upon pa)'lllent of the mmunum fihng fee set b} General Land Office rules m effect at the ume of the panraltermrnanon, 
Lessee shall have the right 10 obtam a surface lease for rngress and egress on and across the termmated ponron of the leased premrses as rna} be reasonably necessary for the conunued operauon 
of the ponrons of the lease remammg m force and effect If Lessee far Is 10 appl) for a surface lease wnhrn the 90 da) penod speer lied above, Lessee rna) appl) for a surface lease from the Land 
Office, but the Land Conumssroner has the drscretlon 10 grant or deny such apphcauon and to set the fee for such surface lease 

(B) HORJW TAL: ln the eventthrs lease rs m force and eiTectrwo (2) years after the exprratlon date of the pnm31) or extended term 11 shall funher termmate as 10 all depths below 100 
feet below the total depth dnlled (heremafter "deeper depths") rn each well located on acreage rctamed m Paragraph 7 (A) above. unless on or before two (2) years after the pnmary or extended 
tenn Lessee pays an amount equal to one-half (In.) of the bonus ongmally pard as consrderauon for thrs lease (as specrfied on page I hereof) If such amount rs pard, thrs lease shall be m force 
and effect as 10 such deeper depths, and sard termrnauon shall be delayed for an addmonal penod of two (2) years and so long thereafter as oil or gas rs produced m paymg quannues from such 
deeper depths covered by thrs lease 

(C) IDE TIFICATIO AND FILl G: The surface acreage retained hereunder as 10 each well shall, as nearly as pracucal, be in the form of a square wnh the well located in the center 
thereof, or such other shape as may be approved by the School Land Board Wrllun lluny (30) days after panral tenrunauon of thrs lease as proVIded herem, Lessee shall execute and record a 
release or releases contamrng a sausfactory legal descnpuon of the acreage and/or depths not retamed hereunder The recorded release, or a cenrfied copy of same, shall be filed rn the General 
Land Office, accompanred by the fihng fee prescnbed by the General Land Office rules rn effect on ll1e date the release rs filed If Lessee fails or refuses 10 e•ecute and record such release or 
releases \\1tlun nmety (90) days after bemg requested 10 do so b) the General Land Office, then the Commrssroner at Ius sole drscreuon rna) desrgnate b) wnuen mstrument the acreage and/or 
depths 10 be released hereunder and record such mstrument at Lessee's expense m the county or counues where the lease is located and m the officral records of the General Land Office and such 
desrgnauon shall be brndmg upon Lessee for all purposes If at 811) ume after the effectrve date of the panral termmauon pr0\1Srons hereof, the applicable field rules are changed or the well or 
wells located thereon arc reclassrfied so that less acreage rs thereafter allocated 10 sard \\ell or wells for producuon purposes, thrs lease shall thereupon termmale as 10 all acreage not thereafter 
allocated 10 sard well or \\ells for production purposes 

8. OFF ET WELLS: If orl and/or gas should be produced rn commercral quanuues from a well located on land pnvatel) O\\ned or on Stale land leased at a lesser royalty, whtch well rs 
wuhm one thousand ( 1,000) feet of the area mcluded herem, or wluch wellrs drammg the area covered by thrs lease, the Lessee shall, "11hm Srxty {60) days after such mural producnon from the 
dramrng well or the well located wnhm one thousand (1,000) feet from the area covered by !Ius lease begrn m good fanh and prosecute drhgently the dnlhng of an offset well on the area covered 
by thrs lease, and such offset well shall be dnlled 10 such depth as may be necessary 10 prevent the undue dra10age of the area covered by thrs lease. and the Lessee. manager or dnller shall use all 
means necessary 10 a good fanh effon 10 make such offset well produce or I and/or gas m commercral quanuues Only upon the determmauon of the Commrssroner and .,.,,h hrs wnuen approval, 
may the pa)'lllenl of a compensatory royally sausfy the obhgauon 10 dnll an offset well or wells requrred under thrs Paragraph 

9. DRY HOLEICES ATIO OF PROOUCTIO OUR I 'G PRJ 1ARV TERM: If, dunng the pnmary term hereof and pnor 10 drscovery and producuon of orl or gas on sard land, 
Lessee should dnll a dry hole or holes thereon, or of dunng the pnmary term hereof and after the drscovery and actual producuon of ml or gas from the leased premrses such production thereof 
should cease from any cause, thrs lease shall not tennmate rf on or before the exprrauon of srxl)' (60) days from date of completron of said dry hole or cessauon of producuon Lessee commences 
addnronal dnlhng or reworkmg operauons thereon, or pays or tenders the next annual delay rental m the same marmer as provrded rn thrs lease If, dunng the last year of the prim31) term or 
wnhm stXt) (60) days pnor thereto, a dry hole be completed and abandoned, or the producuon of or I or gas should cease for an) cause, Lessee's nghts shall remam rn full force and effect wrthout 
fun her opera nons unul the explTBuon of the pnmary term, and rf Lessee has not resumed producuon m paymg quanuues at the exprrauon of the pnmary tenn, Lessee may marntarn thrs lease by 
conductmg addruonal dnlhng or reworkrng operauons pursuamto Paragraph 10, usrng the exprranon of the pnmary term as the date of cessalron ofproducuon under Paragraph 10 Should the 
first well or any subsequem well dnlled on the above descnbed land be completed as a shu1-rn or I or gas well wrthm the pnmary term hereof, Lessee rna) reswne payment of the annual rental m 
the same marmer as pr0\1ded herem on or before the remal paymg date followrng the exprratron of srxl)' (60) days from the date of compleuon of such shut-m or I or gas well and upon the failure 
to make such pa)'lllent, tlus lease shall rpso facto termmate If at the exprratron of !Ire pnmary term or an) tune thereafter a shut-rn or I or gas well rs located on the leased premrses pa)'lllents rna) 
be made rn accordance wrth the shut-m proVISIOns hereof 

10. CE ATIO '• DRILLING, A '0 REWORKJ G: If, after the exprrauon of the pnmary tenn, producuon of oil or gas from ll1e leased premrses, after once obtarned, should cease from 
any cause, thrs lease shall not terrrunate 1f Lessee commences addruonal dnlhng or reworking operauons "11hm SIXI) (60) days after such cessanon, and thrs lease shall remarn rn full force and 
effect for so long as such operauons conunue m good farth and rn workmanlike manner wrtboul mterrupuons totahng more than srxl)' (60) days If such dnlhng or reworking operanons resullm 
the producnon of orl or gas, the lease shall remam m full force and effect for so long as orl or gas rs produced from the leased premrses m payrng quanlnres or pa)'lllenl of shm-m orl or gas well 
royahres or pa)'lllenl of compensatory royaltres rs made as proVIded herem or as proVIded by law If the dnlhng or reworkmg operauons result m the compleuon of a well as a dry hole, the lease 
wtll nottermrnate tfthe Lessee commences addruonal dnlhng or reworkrng operauons wuhm stxl)' (60) days afier the compleuon of the well as a dl) hole, and thrs lease shall rernarn in effect so 
long as Lessee conunues dnlhng or reworkrng operanons m good fauh and rn a workrnarttike rnarmer wuhoul mterrupuons totahng more than srxty (60) days Lessee shall grve wnuen nouce 10 
the General Land Office wrtlun lluny (30) days of any cessauon of producuon 

II. HUT-I ROV ALTIE : For purposes of this paragraph, "well" means any well that has been assrgned a well number by the stale agency hnVIngJunsdrcuon over the producnon of orl 
and gas If at any ume after the exprralron of the primary tenn of a lease that, umil bemg shut m, was bemg maintamed m force and effect, a well capable of producmg oil or gas m paymg 
quanuues rs located on the leased premrses, but oil or gas rs not berng produced for lack of suuable producuon facihues or lack of a sun able market, then Lessee may pay as a shut-m or I or gas 
royalty an amount equal to double the annual remal proVIded m the lease, but not less than S 1,200 a year for each well capable of producmg or I or gas m payrng quanunes To be effecnve, each 
10i11al shu1-10 orl or gas royally must be pard on or before: (I) the exprrauon of the pnmary term. (2) 60 days after the Lessee ceases 10 produce orl or gas from the leased premrses, or(3) 60 days 
after Lessee completes a dnlling or reworkmg operauon m accordance wrlh the lease prOVISions, wluchever date rs latest If the shul-ln oil or gas royalty rs pard. the lease shall be consrdered 10 
be a producmg lease and the pa)'lllenl shall extend the rerm of the lease for a penod of one year from the end of the pnmary term, or from the first day of the month followrng the month rn whrch 
producnon ceased, and, after that, rf no surtable producuon facrhues or suuable market for the or I or gas extsls, Lessee may extend the lease for four more succcssrve penods of one ( I) year by 
pa)'lng the same arnoum each year on or before the exprrauon of each shut-rn year 

12. COM PE A TORY ROV ALTfE : lf, dunng the penod the lease ts kepi m effect by pa)'lllenl of the shut-m or I or gas royalty, orl or gas rs sold and dehvered m paymg quanuues from a 
well located wtllun one thousand ( 1,000) feet of the leased premrses and completed m the same producmg reservorr, or 10 any case m whrch dramage rs occumng. the nght to conunue to marmam 
the lease by pa)'lng the shut-m oil or gas royalty shall cease, but the lease shall rema10 effectiVe for the remamder of the year for whrch the royalty has been pard The Lessee rnB) mamtarn the 
lease for four more successrve years b) Lessee pa)~ng compensator) royalty at the royal!) rate proVIded m the lease of lhe market value of producuon from the well causmg the dra10age or whrch 
rs completed 10 the same producmg reservorr and wtlhm one thousand (1,000) feet of the leased premrses Tire compensatory royalty rs 10 be pard monthly 10 the Conunrssioner begrnning on or 
before the last day of the month followtng the month m whtch the orl or gas rs produced from the well causrng the dramage or that rs completed rn the same producrng reservorr and located wtthm 
one thousand (1,000) feet of the leased premrses, rfthe compensatory royalty pard many 12-momh penod rs man amoumless than the annual shut-m orl or gas royal!), Lessee shall pay an 
amount equal 10 the difference wttlun thtny (30) days from the end of the 12-momh penod, and none of these provrsrons will reheve Lessee of the oblrgauon of reasonable developmem nor the 
obhgauon 10 dnll offset wells as proVIded m NRC. Secuon S2 034, however, at the detennrnauon of the Commrssroner, and wnh the Commrssroner's wnuen approval, the pa)'lllenl of 
compensatory royalues shall saosfy the obhgauon 10 dnll offset wells Compensatory royally paymems whrch are not umel) patd wtll aeerue penalty and mterest m accordance wtlh Paragraph S 
of thrs lease 
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13. EXTEN 10 S: If, at the exp1rat1on of the pnmary tenn ofth1s lease, product1on of01l or gas has not been obtamed on the leased prem1ses but dnlhng operations are bemg conducted 
thereon m good fanh and m a good and workmanlike manner, Lessee may, on or before the exptratlon of the pnsnary tenn, file m the General Land Office wntten applicauon to the Comm1ss1oner 
of the General Land Office for a thll1) (30) da) extenston of th1s lease, accompamed b) payment of Three Thousand Dollars (S3,000 00) 1fthis lease covers siA hundred forty (640) acres or less 
and Stx Thousand Dollars (S6,000 00) tf th1s lease covers more than SIA hundred fon) (640) acres and the Comm1ss1oner shall, tn wnung, extend th1s lease for a tlun) (30) day period from and 
after the exptrallon of the pnmary tenn and so long thereafter as otl or gas 1s produced m paymg quantlues, pro,~ded funher, that Lessee may, so long as such dnlhng operanons are bemg 
conducted make like apphcanon and payment dwmg any thtny (30) da) extended penod for an add1t1onal extenston of thtrty (30) days and, upon rece1pt of such apphcanon and payment, the 
Comm1sstoner shall, 10 wntmg, agam eXlend th1s lease so that same shall remam m force for such addmonal thtn) (30) day penod and so long thereafter as 011 or gas ts produced m pa)1ng 
quantities; pro~ded, however, that thts lease shall not be extended for snore than a total of three hundred mnety (390) days from and after the cxptratlon of the pnmaf) tenn unless producnon m 
paymg quannnes has been obtamed 

14. USE OF WATER; SURFACE: Lessee shall have the nght to usc water produced on sa1d land necessary for operauons hereunder and solei) upon the leased prcllllses, pro~ded, 
however, Lessee shall not use potable water or water suitable for hvcstock or trrigauon purposes for water flood operations wnhoutthe pnor written consent of Lessor SubJect to its obligation to 
pay surface damages, Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilhng and operatmg wells and transporung and marketing the 
production therefrom, such use to be conducted under condmons of least mJury to the surface of the land Lessee shall pa) surface damages m an amount set by the General Land Office fee 
schedule wh1ch is effecuve on tlte date when the activity reqwring the payment of surface damages occurs. 

IS. POLLUTIO : In developmg tins area, Lessee shall use the lughest degree of care and all proper safeguards to prevent pollution Wnhout hmnmg the foregomg, polluuon of coastal 
~ U. wetlands, natural waterways, rivers and unpounded water shall be prevented by the use of contatmnent faciht1es sufficient to prevent spillage, seepage or ground water contamination. In the event 
CO CJ:: of polluuon, Lessee shall usc all mwrs at liS dtsposal to recapture all escaped hydrocarbons or other pollutant and shall be responstble for all damage to public and pnvatc propemes. 

(A) UPLAND : Lessee shall build and mamtam fences around liS slush, sump, and drainage pus and tank battenes so as to protect livestock agamst loss, damage or tnJury, and upon 
compleuon or abandonment of any well or wells, Lessee shall fill and level all slush pus and cellars and completely clean up the dnlhng sue of all rubbish thereon 

(B) SUBMERGED LA 'DS: No discharge of sohd waste or garbage shall be allowed mto State waters from an) drilling or suppon vessels, production platform, crew or supply boat, 
barge, Jack-up ng or other equtpment located on the leased area Sohd waste shall mclude but shall not be hmtted to contamers, eqwpment, n1bb1sh, plastic, glass, and any other man-made non­
btodegradable nems A stgn must be displayed m a htgh traffic area on all vessels and manned platfonns stating, "Discharge of any sohd waste or garbage uno State Waters from vessels or 
platfonns ts stnctly prohtbtted and ma) subJect a State ofTexaslease to forfcnure • Such statement shall be in lenermg of at least I" m s1ze. 

(C) RIVER : To the extent neccsS31) to prevent pollution, the pro~s1ons found m subsecttons (a) and (b) of this paragraph shall also apply to nvers and nverbeds 

(D) PE 'ALTY: Failure to comply \vith the reqmrements ofth1s provts1on may result m the maxtmum penalt) allo-.ed by Ia" mcludmg forfenure of the lease Lessee shall be hable for 
the damages caused by such failure and any costs and expenses mcurred 10 cleanmg areas affected by the d1schargcd waste. 

16. IDE 'TIFICATION MARKER : Lessee shall erect, at a d1stance not to exceed twenty-five (25) feet from each well on the premtses covered by th1s lease, a legible sign on which shall 
be stated the name of the operator, the lease destgnation and the well number Where two or more wells on the same lease or where wells on two or more leases are connected to the same tank 
banery, whether by mdMdual now hne connecuons dtrect to the tank or tanks or by use of a multiple header system, each hne between each well and such tank or header shall be legtbly 
idenufied at allumes, enher by a finnly attached tag or plate or an tdentlficauon properly pa10ted on such hne at a dtstance not to exceed three (3) feet from such tank or header connecnon Sa1d 
s1gns, tags, plates or other 1dent1ficat1on markers shall be mamta10ed 10 a legible cond1110n throughout the tenn of tins lease. 

17. AS IGN ·tENT : The lease may be transferred at any ume, pro~ded, however, that the hability of the transferor to properly dtscharge ns obligation under the lease, 10cludtng properly 
pluggmg abandoned wells, remo~ng platfonns or p1pehnes, or remed1at1on of contammauon at dnll sues shall pass to the transferee upon the pnor wnnen consent of the Commissioner of the 
General Land Office The Commtss1oner may require the transferee to demonstrate financ1al rcspons1bihty and may require a bond or other sec101ty AJI transfers must reference the lease by the 
file number and must be recorded 10 the county where tlte area IS located, and the recorded transfer or a copy centJied to by the Count} Clerk of the county where the transfer IS recorded must be 
filed in the General Land Office wnhm runety (90) days of the execution date, as pro~ded by N.R C Sectton 52 026, accompanted by the fihng fee prescnbed by the General Land Office rules 10 
effect on the date of recetpt by the General Land Office of such transfer or cemfied copy thereof Every transferee shall succeed to all nghts and be subJect to all obligations, liabihties, and 
penalnes owed to the State by the ongtnal lessee or any prior transferee of the lease, mcludmg any habthties to the state for unpatd royalues 

18. RELEA E : Lessee may rehnqUtsh the rights granted hereunder to the State at any ume by recordmg the relinqmslunent 10 the county where thts area IS snuated and fihng the recorded 
rehnqwslunent or cemtied copy of same m the General Land Office "'thm mnety (90) days after ns execution accompanied by the fihng fee prescnbed b) the General Land Office rules m effect 
on the date of rece1pt by the General Land Office of such rehnqUtshsnent or cenlfied cop) thereof Such rehnqUtshsnent Will not have the effect of releasmg Lessee from any habihty theretofore 
accrued m favor of the State 

19. LI E'I: In accordance With N R.C. Secuon 52 136, the State shall have a first hen upon all otl and gas produced from the area covered by thts lease to secure payment of all unpatd royalty 
and other sums of money that may become due under th•s lease By acceptance of th1s lease, Lessee grants the State, m addition to the hen pro~ded by N R C. Section 52 136 and any other 
applicable statutory hen, an express contractual hen on and secunty mterest 10 all leased llllnerals 10 and extracted from the leased premtscs, all proceeds winch may accrue to Lessee from the sale 
of such leased mmerals, whether such proceeds are held by Lessee or by a th1rd pany, and all fixtures on and unprovements to the leased prellllses used m connecuon \\1th the producuon or 
proccss10g of such leased m10erals m order to secure the pa)ment of all royalties or other amounts due or to become due under th1s lease and to secure payment of any damages or loss that Lessor 
may suffer by reason of Lessee's breach of any covenant or condiuon of tins lease, whether express or tmphed. nus lien and sec101ty mterest may be foreclosed wtth or wtthout coun proceedings 
10 the manner pro~ded 10 the Tttle I, Chapter 9 of the Texas Busmess and Commerce Code. Lessee agrees that the Commissioner may reqUtre Lessee to execute and record such instruments as 
may be reasonably necessary to acknowledge, attach or perfect th1s hen Lessee hcreb) represents that there arc no pnor or supenor hens ansing from and relaung to Lessee's activities upon the 
above-described propeny or from Lessee's acqmsition of tlttS lease Should the CommiSSIOner at any time detenmne that tlus representation is not true, then the Commissioner may declare thts 
lease forfeited as pro~dcd herem 

20. FORFEITURE: If Lessee shall fail or refuse to make the payment of any stun wtthm thirty (30) days after 11 becomes due, or 1fLessee or an authonzed agent should kno\vingly make any 
false rerum or false repon concenung production or dnlling, or 1f Lessee shall fail or refuse to dnll any offset well or wells m good fatth as required by law and the rules and regulauons adopted 
by the Comm1sstoner of the General Land Office, or tf Lessee should fatl to file repons m the manner reqUJred by law or fail to comply "ith rules and regulations promulgated by the General 
Land Office, the School Land Board, or the Railroad Commtsston, or refuse the proper authonty access to the records penammg to operations, or tf Lessee or an authonzed agent should 
knowmgly fail or refuse to gtve correct mfonnatlon to the proper authonty, or knoWingly fatl or refuse to furntsh the General Land Office a correct log of any well, or tf Lessee shall kno\vingly 
violate any of the matenal pro~stons of !Ius lease, or 1ftlus lease ts ass1gned and the asstgnment ts not filed m the General Land Office as required b) Ia" , the nghtS acqUJred under thts lease shall 
be subJect to forfenure by the Commtss1oner, and he shall forfen same when suffictently mfonned of the facts wh1ch autl10nze a forfe1rure, and when forfened the area shall again be subJect to 
lease to tltc lughest b1dder, under the same regulauons conrrolhng the ongmal sale of leases However, nothmg herein shall be construed as wat~ng the automatic tennmanon of th1s lease by 
operation of law or by reason of any spec1al lurutation ansmg hereunder Forfenures may be set as1de and thts lease and all nghts thereunder reiDStated before the nghts of another intervene upon 
sausfactory e~dence 10 the Conurusstoner of the General Land Office of future comphance wtth the pro~s•ons of the Ia" and of th1s lease and the rules and regulations that may be adopted 
relanve hereto. 

21. RIVERBED TRACTS: In the event this lease covers a nverbed, Lessee ts hereby spectfically granted the nght of esnment doma10 and condemnation as pro~ded form N.R C. Secnons 
52.092-52 .093, as a pan of the cons1derat10n mo~g to Lessor for the covenants herem made by Lessee. 

22. APPLICABLE LAW A 'D DRJLLI 'G RESTRICTION : Thts lease shall be subJect to all rules and regulattons, and amendments thereto, promulgated b) tlte Commissioner of the 
General Land Office govemmg dnlhng and producmg operations on Pennancnt Free School Land (spectfically mcluding any rules promulgated that relate to plans of operations), payment of 
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royaltoes, and auduong procedures, and shall be subJect to all other vahd statutes. rules, regulations, orders and ordonances that may affect operations under the pro,~SJons of tlus lease Wuhout 
hmmng the generaluy of the foregoong, Lessee hereby agrees, by the acceptance of tins lease, to be bound by and subJeCt to all stanuory and regula to!)· provosoons relatmg to the General Land 
Office's audu bolhng notice and audu heanngs procedures. Saod provosoons are current!) found at31 Texas Admmostratove Code, Chapter 4, and Texas Natural Resources Code Sections 52.135 
and 52137 through 52.140. In the event tlus lease covers land franchosed or leased or otheJ'\\1se used by a navoganon diS!nct or by the Unued States for the purpose of navigation or other 
purpose mcodent to the operauon of a pon, then Lessee shall not be enutled to enter or possess such land wuhout pnor approval as provoded under Secuon 61 117 of the Texas Water Code, but 
Lessee shall be enmled to develop such land for oil and gas b) d•reeuonal dnlhng. provoded, however, that no surface dnlhng locauon ma) be nearer than 660 feet and spccoal permossoon from the 
Commossooner of the General Land Office os necessary to make any surface locauon nearer than 2,160 feet measured at nght angles from the nearest bulkhead lone or from the nearest dredged 
bon om edge of any channel, shp, or rurnong bason wh1ch has been authonzed b) the Unued States as a federal proJect for future consmoctlon, whochever os nearer 

23. REMOVAL OF' EQ IP 1ENT: Upon the termonauon ofthos lease for any cause, Lessee shall not, on any event, be permined to remove the casong or any pan of the equopment from any 
producong, dry, or abandoned well or wells wuhout the wnnen consent of the Commossooner of the General Land Office or hos authonzed represcntauve, nor shall Lessee, wothout the wnnen 
consent of saod Commossooner or Ius authonzed representative remove from the leased preoruses the casong or an) other eqmpment, matenal, machonery, apphances or propcny owned by Lessee 
and used by Lessee on the development and producuon of ool or gas therefrom unul all dry or abandoned wells have been plugged and unnl all slush or refuse pus have been properly filled and all 
broken or doscarded lumber, machmery, or debns shall have been removed from the premoses to the sausfacuon of the saod Commossooner or hos authonzed representative. 

24. FORCE MAJEURE: Should Lessee be prevented from complymg woth any express or nnphed covenant of tins lease, from conductong dnllong operauons thereon, or from producong oil 
and/or gas therefrom, after effon made on good fauh, by reason of "ar, rebelhon, nots, strakes, fires, acts of God or any order, rule or regulauon of govenunental authonty, then whole so 
prevented, Lessee's obhgauon to comply WJth such covenant shall be suspended upon proper and sausfactory proof presented to the Comnussooner of the General Land Office in suppon of 
Lessee's contentoon and Lessee shall not be hable for damages for faolure to comply thereWith (except on the event of lease operahon~ suspended as provoded on the rules and regulations adopted 
by the School Land Board), and thJS lease shall be extended whole and so long as Lessee os prevented, by any such cause, from drilhng, reworkong operauons or producong oil and/or gas from the 
leased preomses, proVIded, however, that nothong hereon shall be constnoed to suspend the payment of rentals dunng the primary or extended tenn, nor to abndge Lessee's nght to a suspcnsoon 
under an) apphcable statute of thos State 

25. LEA E EC RITV: Lessee shall take the hoghest degree of care and all proper safeguards to protect said preomses and to prevent theft of ool, gas, and other hydrocarbons produced 
from saod lease Th1s oncludes. but lS not hmued to, the oOS1allauon of all necessary equopment, seals, locks, or other appropriate protective devoces on or at all access poonlS at the lease's 
producuon, gathenng and storage systems where theft of hydrocarbons can occur Lessee shall be hable for the loss of any hydrocarbons resultong from theft and shall pay the State of Texas 
royaltoes thereon as provoded hereon on all oll, gas or other hydrocarbons lost b) reason of theft 

26. REDUCTIO, OF PAYMEN1'S: If, dunng the pnmal) term, a pon1on of the land covered by thos lease os oncluded wothon the boundanes of a pooled Ulllt that has been approved b) the 
School Land Board on accordance with Narural Resources Code Secnons 52 I 51-52.153, or of, at any none after the exporauon of the pnmal)• term or the extended term, thos lease covers a lesser 
number of acres than the total amount descnbed hereon, payments that are made on a per acre basos hereunder shall be reduced accordong to the number of acres pooled, released, surrendered, or 
otherwiSe severed, so that payments determoned on a per acre basos under the terms of thos lease dunng the pnmary term shall be calculated based upon the nmnber of acres outside the boundanes 
of a pooled unu, or, of after the expU11uon of the prim81) term, the number of acres actually retamed and covered b) th1s lease 

27. UCCE OR A ND A IG ' : The covenants, conduoons and agreements contamed hereon shall extend to and be bondong upon the heors, executors, admomstrators, successors or 
assogns of Lessee herem 

28. A TIQ I TI E CODE: In tbe event that any feature of archeolowcal or lustoncal interest on Permanent School Fund Land os encountered during the acuvoues alllhonzed by thos lease, 
Lessee wollnnmedoately cease activoues and woll ommedoately notofy the General Land Office (ATTN Archaeologist, Asset Management DoVJsoon, 1700 N Congress Ave., Austin, Texas 78701) 
and the Te~as Host on cal Conumssoon (P.O Box 12276, Austin, TX 787 11 ) so that adequate measures ma) be undenaken to protect or recover such dtscovencs or fi ndongs, as appropnate 
Lessee os expressly placed on notice of the Nauonal Hlstoncal Preservauon Act of 1966 (PB-89-66, 80 Statute 915; 16 U.S C.A 470) and the Anuquoues Code of Texas, Chapter 191, Tex Nat 
Code Ann (Vernon 1993 & Supp. 1998). On state-owned land not dedocated to the Pennanent School Fund, lessee shall noufy the Texas Hlstoncal Commossoon before breaking ground at a 
prOJeCt locauon An archaeologtcal surve) moght be requored by the comm1ssoon before consmoctoon of the proJect can commence Fun her, on the event that any sue, obJect, location, anofact or 
other feature of archaeolowcal, scoenufic, educauonal, cultural or lustonc mterest os encountered dunng the acuvoues authonze by thos lease, lessee will ommedoately notofy lessor and the Texas 
Hostoncal Commossoon so that adequate measures may be undenaken to protect or recover such doscovenes or findongs, as appropnaoe 

29. VE UE: Lessor and lessee, mcludmg lessee's successors and assogns, hereby agree that venue for any dospute ansong out of a provosoon of thts lease, whether express or unphed, 
regardong onterpretauon of tlus lease. or relatong on any way to thos lease or to apphcable case Ia", stanues. or admtmSJrauve noles, shall be on a coun of competent JUl1Sdocuon located on Travos 
County, Soate of Texas 

30. LEA E FILI NG: Pursuant to Chapter 9 of the Tex Bus & Com Code,thos lease must be filed of record on the office of the Count) Clerk on any county on whoch all or any pan of the 
leased premoses os located, and cenofied copoes thereof mUS1 be filed m the General Land Office The prescribed filmg fee shall accompany the cemfied copoes sent to the General Land Office 

3 1. EXECUTIO ' : Thos otl and gas lease must be sogned and acknowledged b)· the Lessee before ot ts filed of record on the county records and on the General Land Office of the State of 
Texas 

• ••• • •• • • s•• • 
• • • • • • • • • • • • ••• • • • • • • • • • • • • • • • • • •• • •• • . ••• • • 
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STATE OF ___ l/3..___-;;x--';:-'{1:5'--~--- (CORPORATIO ' ACKNOWLEDGME 'T) 

COU TV OF_---j1]L....f>.f2trt4-l-.I.Lf..L.IS.L.__ 

Notary Public m and for _____________ _ 

STATE OF _____________________ _ (1 'DIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF ___________________ _ 

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

known to me to be the persons whose names are subscribed to tl1e foregomg mstrument, and acknowledged to me that they executed the 
same for the purposes and cons1derauon therein expressed. 

G1ven under my hand and seal of office th1s the _ ____ __ .day of _________ ______ , 20 _ _ __ _ 

Notary Public in and for _ ____________ _ 
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Docu111ent 
AMount 
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B!!, T 1 na S Schroeder 

STATE OF TEXAS COUNTY OF GRIMES 
I hereb!l certif!l that thi s instruMent was 
f iled on the date and tiMe sta111Ped hereon b!l Me 
and was dul!l recorded in the voluMe and Pa9e 
of the naMed records of: 

GriMes Count!! 
as staMPed hereon b!l Me. 

Oct 01,20H 

Davi d Pasket, Gri Mes Count~ Clerk 
Grintes Count!! 
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MEMORANDUM
TEXAS GENERAL LAND OFFICE ■ COMMISSIONER DAWN BUCKINGHAM. M.D.

DATE: March 7, 2025

TO: Jennifer Jones, Chief Clerk

FROM:

THRU: Jeff Gordon, General Counsel; Adrian Piloto, Deputy Chief Clerk

Ken Mills, Director, Oil, Gas & Energy, Office of General Counsel 
Nick Orman, Oil, Gas & Energy, Office of General Counsel

Docusign Envelope ID: F81406DC-9141-483a-B83F-B8A91OD44621

<

SUBJECT: Confirmation of the End of Force Majeure Suspension for the Following State 
Riverbed Leases: M-115547, M-115548, M-115549, M-115550, M-116701, M- 
116705 M-116754, M-116755, M-116758, M-116760, M-116763, M-116710, M- 
117205, M-117206, M-117207, M-117208, M-117209, M-117210, M-117211, 
M-117213, M-117215, M-117214, M-117216, M-117243, M-117244, M-117248, 
M-117251,M-116702, M-117578, M-117580, M-117581, M-117583, M-117889, 
M-118412, M-118413, M-116708, M-116165, M-117203, M-117204, M-118409

Summary: Ammonite Oil and Gas (“Ammonite”) holds approximately 65 oil and gas leases on 
stretches of state-owned navigable streams. Some of these leases have been perpetuated by 
participation in adjacent production through various means. For others. Ammonite petitioned the 
Railroad Commission to force the pooling of the riverbed tracts under the Mineral Interest Pooling 
Act (“MIPA”). On November 29, 2016, Ammonite filed 16 MIPA applications with the Railroad 
Commission to force-pool certain mineral acreage. All of ±e applications were rejected. 
Ammonite appealed to district court.

Through memos dated January 17,2017, August 8, 2018, and April 15, 2021, the GLO agreed to 
suspend affected Ammonite leases until “final resolution of the judicial appeal(s), and resulting or 
other action further pursued by Ammonite at the Railroad Commission” pursuant to the force 
majeure provision in the leases. The force majeure provision provides, in part, that if the lessee is 
prevented from complying with any provision of the lease by reason of (among other ±ings) “rule 
or regulation of a governmental authority,” like the Railroad Commission, ±en while so prevented, 
Lessee's obligations shall be suspended. Following years of appeals, on June 28, 2024, the Texas 
Supreme Court affirmed the RRC’s rejection of Ammonite’s MIPA applications, Ammonite was 
then denied rehearing on October 18, 2024. Although not a party to the litigation, the GLO 
submitted amicus briefs in support of Ammonite at the Court of Appeals and the Texas Supreme 
Court.

Recommendation: Having exhausted its legal remedies, and having been provided ample time for 
“resulting or other action further pursued,” the basis for the force majeure suspension of 
Ammonite’s above-cited leases has lapsed, Pursuant to the terms of the leases, and the three force 
majeure suspension memos, the primary terms have been tolled effective (i.e., were suspended as 
of) November 29,2016, but now will begin running again as of the date of this memorandum. Any



Dacusign Envelope ID; F81406DC-ei41-4838-BB3F-B6A91DD44621 
<■' *

primary term remaining as ofNovember 29,2016, shall begin to run going forward from the date 
of this memorandum.

Signed by:

Recommendation Approved:
Jenn2«''Tones',^C’mef Clerk

Approved

DCC: 

OGC;

OGC;

GC:.



File No.HF\\VnLgC,

Vkrsxo-g^'v^^ Vtsrn^.H^'QU
DateFiled:

^m^oncr Dawn Budring***". MD.
°y-~v~g^




