
" STOP 
CAUTION 

Documents in this file have 
been placed in Table of Contents 

order and scanned. 
Please help keep documents in 

content order and let the 
ScanLab know when new 

documents are added to this file. 

Thank you for your assistance. 

Archives and Records Staff 

a.. 
0::: 
0 
u 
>-
(!) 
0::: 

19 
z 
w 
~ 



(o'?, oo u~1T Ac:~s. 
- 0 - N t)~-U~ I• A G, 

✓ TERMINATED 
Cessation of Production 

Date 2 --/- /O 

Leasing C,.~ 
Maps/GIS ~(_ 

,--­
Rentals: l'JJ,f 1 

Lease ~-.9lc 
Admin: 

Mineral /'.Ja 
Maps: \ 

STATE LEASE 

CONTROL 

01-000767 
01-000758 

SURVEY 

BASEFILE 

000 
000 

BLOCK 
TOWNSHIP 
SECTION/TRACT: 

BRAZOS RIVER 

00 

PART 
ACRES 65.oo✓ 
DEPTH LIMITS NO 

COUNTY 

BRAZOS 
BURLESON 

LESSEE 
LEASE DATE 
PRIMARY TERM 
BONUS ($) 
RENTAL ($) 
ROYALTY 

Mena'rd Energy Cor-p. 
Jun 04 1996 
1 yrs 
16250.00 
0.00 
0.25000000 

VAR ROYALTY 

/021 
/026 



-
CONTENTS OF FILE NO. !)?2~!i 

v,;g,o n#YV\ fo-4-A( 
~5) Lh~Ic:: (o-L{ ~Co 
,; J,n2,~~1tTT\L ~ ~ -l~AC ~ ·,i---y, v7:,u1 ~c""r / !) 1) - ~( 

4 , 00 I;,<; /1-~I ~,;f~; 1 ~...)_() 97 

.IJ· ;/ I In . J , v \~ c)f\ l~ P r10 ( 6/ J3 }q() 

(b) '1).• ., , ... . ,.,. Cli"J . ,- R- -("- q <, 

C) . '-1 (v 00, -· ~ 
- - A to·J.o ·oo 

l9) /)d-£<->~A- /( I 3 00 

1~ Lfv ?(;&!-"'°'r~ Lk &11.1:;C;; 5 ZJ-(J 
I I -toe.I-~ -r"'lf'~ ~rn \\ (o Its-

\ I 

CL0-5-08-(1-82 ) 



~ MAY-28-1996 15:29 FROM TO 97132669915 P.05 

APPLICANT 
AGREEMENli' 

97~9. 

JUNE 4, 1996 
MlNERAI:, LEASE BID APPLICATION 

Teu.s General Land Office ED • CA-040(8-93) 

I agree, If awarded a lease on the referenced tr.let, to comply with aJI tem,s 

and conditions of said lease and wilb all appllc.ible laws that so govern said 
le;ue, as those laws may be amended. 

• ·, 

APPLICANT · ~Haro~e- ~~tlZ......_.t»~a~vl'--'z~"~A ......... Y __ ~, ___ C~oi;:__;_v~P,__ ____ ~----~ 
IDENTIFICATION I I 
TO APPEAR ON _Ad ___ dr __ cs __ ,_$""_ 9_cJ_ I _ _ L __ <,_c.:>_ o_~_t.v_ u_ , ___ s_ ..... _, _1_t __ 3 ____ sv_ 
LEASE (type/print) ... o1 

AREA . 
DESCRIPTION 

BID 
SUBMISSION 

MGL. NO. 

City \?w vS f::7: State fl Zip 7 7 C J 7 -l ~ 
Telephone C7J 3} ·;; (,.. C, CjC, I f (Include + 4 Code) 

( ':itrt, 1~ f- - a'>vy /-,f,.. ~ • 
-v \ ... z.-..s 4;;, . 

County(ies) I' ~4 "le,') - 6vv /..,~/() Survey/Area J I}( //If"'-' If - ll I 

Yr/ "' t 1( C (I ( Applicable) / r _ 
B lode/Tsp. A~_"7'---.:::..___ 

(If Appllcabk) 

36 053670 
0 

, ,-,/1,-~( 4'" 7, - roo/1do ,-
--36053 

Attached (typ(/print 1111ow,t below) 

\ 1c:: , kl .,../ "-! (, • 1 I Iii f ~ a: 1 <>",btJC' 
Thls Sales Feel, 1 - 112•;. or the casb bonus., providtd In Sectio n 3:Z. 1JO or the 
Natural Resources Code a, ameTidtd. 

/ 
APPLICANT (same as above) 

i., Ji') /t r:/ -,'/ e I 
BONUS AMOUNT ONLY (A) 
~ tlfil Include s:ilu ru) 

oc. 

APPLICANT 
TAX I.D. # 

SIGNATURE OF 
AGENT 
(type/print below) 
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Lease. ro,-,. , 
Rev ised L6/96 
G - FXD/R 

.A u , tln, Jr, lf.x ;o 
- ·-

01 L AJIO GAS I.EASE 
NO- M- 97296 

UHEREAS, pursuant to the Texas Natura l Resources Code Chapters 32, 33 , 51, and Chapter 52, Subchapters A-0 and H, ( said Code being 
hereinafter re ferred to as N.R.C. ) , ond subject to all rul es and r egulat ions pron'U lgated by the COIT"missloner of the Genera l Land Offi ce 
end/or the School Lend Board pursuant thereto, end all other applicable statut es and amenanents to said N.R.C. , the following area, 
to-wi t: 

TRACT 2-C, BRAZOS RIVER, BAA20S AJIO BURLESON CWNTIES, TEXAS, CONTAINING APPROXI MATELY 65 ACR.ES, IS BOM> ON THE EAST BY A LINE UITH 
A GRID BEAR ING 1129"E ANO PASSI NG THROJGlf A POI NT KAV IIIC COOROI NATES OF X=3, 277,210 FEET AJIO Y=290, no FEET, AMO IS BO.MD ON THE ~ ST 
BY A LINE BEARI NG GRID NORTH AM) PASSl NG THROJGH A POINT KAVl NG COOROINATES OF X=-3 , 273,300 FEET ANO Y:::293,690 FEET, TEXAS STATE PUJIE 
CCOIDI NATE SYSTEM, SOOTH CENTRAL ZONE, 1927 OAT\-", AS SHOUN ON TKE OFFICIAL MAP Of BRAZOS ANO BURLESON CXJJIITI ES, TEXAS, NOJ ON FILE 
Ill THf TEXAS GENERAL LAND OFF ICE, AUSTI N, TEXAS, 

was, after being duly adverti sed, offered for lease on the 4th day of JU'lC, 1996, at 10:00 o ' clock a.m. , by t he COIT"missloner of the 
General Land Office of the State of Texas and the School Land B08rd of the State of Texas , for the sole and only purpose of prospect ing 
and drill i ng for , end produc ing oil and/or gas that may be fOU'ld and produced from t he above described area; and 

UHEREAS, after ell bids end remit tances wh ich were received up to said time have been duly considered by the COIT"missioner of the General 
Land Offi ~e and the School Land Board a t a r e-gular mecdng thereof i n the General Land Office, on tlie 4th day of Jllle , 1996, herefnaf t er 
the "effective date" end it was fOU"ld and determined that Menard Energy Corp. whose address is 5701 Uoodway, Sui te 350, Houston, TX 
77057-1501 had of fered the h ighest and bes t bid for a lease of the area above described and is , therefore, entitled to receive a lease 
thereon: 

NOU, THEREFORE, I, Corry Hauro, COIT"missioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as 
"Lessor, " whose address is Aus t in, Texas, by virtue of the authority vested in me and in consideration of the payment by the hereinafter 
des igna ted Lessee , the sun of Sixteen Thousand Two Hundred Fifty and 00\ 100 Ool lars (S16,2SO.OO), receipt of which is hereby 
acknowledged and of the royal t ies, covenants, stipulations and conditions conta ined and hereby agreed to be paid, observed and performed 
by Lessee, do hereby demise, grant , lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and take 
oi l and/or gas from the aforesaid area upon the following terms and conditions, to· wit : 

1. RESERVATION : There is hereby excepted end reserved to Lessor the full use of the proper ty covered hereby and all rights wi th 
respec t to the surface and subsurface thereof for any and all purposes except those granted and t o the extent herein granted to Lessee, 
together wi th the rights of ingress and egress end use of said lands by Lessor and its minera l lessees, for purposes of exploring for 
end produc ing the mineral s wh ich are not covered, or which may not be covered in the future , uider the t erms of th is lease , but wh ich 
may be located wi thin the sur f ace boundaries of the leased area. All of the righ t s in and to t he leased premises ret ained by Lessor 
and al l of the r ights In and to the leased premises granted to Lessee herein shal l be exercised In such a manner tha t nei ther shall 
unduly interfere wi th the oper at ions of the other. · 

2. TE~ : Subject to the other provisions hereof , this lease shall be for a t erm of one (1) year from the effective date hereof 
(herei n cal l ed "primary term" ) and as long thereafter as oil or gas is produced in paying quantities from said area. 

3 . POOLING: I f th is lease is included a pooled unit In accordance with Natural Resources Code Sections 52.151 · 52. 153 , all acreage 
In th is lease must be included in the pooled unit. 

4. PROOUCTION ROYALTI ES: Upon pr oduct ion of oil and/or gas, the Lessee agrffs to pay or cause to be paid to the C01Tmlssioner of 
the Genera l Land Office in Austin, Texas, for the use and benefit of the State of Texas, during t he term hereof : 



Y . 

(A) OIL: As a royalty on oil, which is defined as inc luding all hydrocarbons produced in a liquid form at the mouth of the 
well and also all condensate, distillate, and other li qu id hydrocarbons recovered from oil or gas run through a separa tor or other 
equipmen,, as hereinafter provided, 1/4 part of the gross produc tion or the market value thereof, at the option of the Lessor, such 
value to be determined by 1) the highes t posted price, plus premiun, if any, offered or paid for oil , condensate, distillate, or other 
liquid hydrocarbons , respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market 
price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof , whichever 
1s the greater. Lessee agrees that before any gas produced from the land hereby leased is sold , used or processed in a plant, it will 
be r~ free of cos t to Lessor through an adequate oil and gas separator of conventional type or other equipment at least as efficient 
to the end that all liquid hydrocarbons recoverable from the gas by such means will be recovered. Upon written consent of Lessor, the 
requirement that such gas be n..-. through such a separator or other equipment may be waived upon such terms and conditions as prescribed 
by lessor. 

CB) NON -PPOCESSO> CAS: As a royalty on any gas (1nclud1ng flared gas), which is defined as all hydrocarbons and gaseous 
substances not defined as oil 1n subparagraph CA) above, produced from any well on said land (except as provided herein with respect 
to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross production 
or the market value thereof, at the option of the Lessor, such value to be based on the highest market price paid or offered for gas 
of con-parable quality in the general area where produced and when r~. or the gross price paid or offered to the producer, whichever 
is greater provided that the maxi,r,..rn pressure base in measuring the gas under this lease contract shall not at any time exceed 14.65 
pounds per square inch absolute, and the s tandard base ten-pcrature shall be sixty (60) degrees Fahrenheit, correction to be made for 
pressure according to Boyle' s Law , and for specific gravity according to tes t made by the Balance Method or by the mos t approved method 
of testing being used by the industry at the time of testing. 

CC) PROCESSS> CAS: As a royalty on any gos processed in a gasoline plant or other pl ant for the recovery of gasol ine or 
other liquid hydrocarbons, 1/4 part of the residue gas and the l iquid hydrocarbons extracted or the market va lue thereo f , a t the opt ion 
of the l essor. Al l royalties due herein shal l be based on one hundred percent (100X) of t he tota l plant producti on of res idue gas 
attr ibutable to gas produced f rom this l ease, and on f i f ty percent (SOX) or that percent accru ing to Lessee , wh ichever is t he greater , 
of t he tota l plant production of l iquid hydrocarbons, attributable to the gas produced f rom th is lease; provided that i f l fquid 
hydrocarbons are recovered from gas processed in a plant In which Lessee (or its parent, subsid iary or af f i l iate) owns an Interes t, 
then the percentage applicable to liquid hydrocarbons shall be fifty percent (SOX) or the highest percent accruing too third party 
processing gas through such plant under a processing agreement negotiated at arms• length (or f f there is no such thi rd par ty, t he 
highest percent then being specified in processing agreements or contracts In the Industry) , whichever Is the grea ter. The respect ive 
royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highes t market price paid or of fered for any gos (or 
liquid hydrocarbons) of COIT'pBrable quality in the general area or 2) t he gross price paid or offered for such res idue gas (or the 
weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event , however, 
shall the royalties payable under this paragraph be less than the royalties which would have been due had t he gas not been processed. 

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

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

whichever is the greater. 

(E) NO DEDUCTIONS: Lessee agrees that all royalties accruing to Lessor under this lease shall be wi thout deduction for the 
cost of producing, t ransporting, and otherwise making the oil, gas and other products produced hereunder ready for sale or use. 

( F) ROYALTY IN KIND : Notwithstanding anything contained herein to the contrary, Lessor may, at its option, upon not l ess 
than 60 days notice to Lessee, require at any time or from time to time that payment of all or any royalties accruing to Lessor under 
this lease be made in kind without deduction for the cost of producing , gathering, s toring, separating, treating, dehydrating , 
con,:,resslng, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. 
Lessor's right to take its royalty In kind shal l not diminish or negate Lessor's rights or Lessee's obligations, whether express or 
implied, under thi s lease. 

(G) PLANT FUEL ANO RCCYCLCD GAS: Mo 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. Notwi thstanding enythlng contai ned herei n to the contrary, 
and subject t o the consent In writing of the Corrmiasioner of the General l end Office, Lessee may recyc le gas for gas l i ft purposes on 
the l eased prCfflises after the l iquid hydrocarbons contained i n the gas have been r emoved, and no roya lti es sha l l be payable on the gas 
so recycled ~tl l such time as the some may thereafter be produced and sold or used by Lessee In such marYler as to ent i tl e Lessor to 
a royalty thereon under the royalty provisions of this lease. 

CH > MINIK.14 ROYALTY : During any year after the expiration of the primary term of this lease, if t hi s lease Is main tained 
by production, the royalties paid to Lessor In no event shall be less than Five Dollars (SS.00) per acre; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of thi s lease a sun equal to Five Dollars (S5.00) 
per acre less the 8/IICXXlt of royalties paid during the preceding year. 

(1) MARGINAL PROOUCTION ROYALTY: Upon Lessee's written appl feat ion, the School Land Board may reduce the royalty rate set 
out in this paragraph end/or the mlni11J.111 royelty set out 1n subparagraph 4 CH) to extend the economic life of this lease and encourage 
recovery of oil or gas that might otherwise remain ~recovered. Any such royalty reduction nist conform to the requirements of any 
School Land Board adninistrative rules on this subject. Royalty may not be reduced below the applicable statutory mlnifl'IJ\1. 

2 



5. ROYALTY PAYM NTS AND RCPORTS: All royalties not taken 1n kind shall be paid to the Cocm11ss1oner of the General Land Office 
at Aus tin, Texas, 1n the following manner: 

Payment of roya lty on production of oil and gas shal l be as provided in the rules set forth 1n the Texas Register. Rules currently 
provide that royalty on oil i s due and IT'f.JSt be received In the General Land Office on or before the 5th day of the second month 
succeeding the month of produc tion, and roya lty on gas is due and IT'f.JSt be received in the General Land Office on or before the 15th 
day of the second month succeeding the month of production, accocrpanied by the affidavit of the owner, manager or other authorized 
agent , c<lffl)leted in the form and manner prescribed by the General Land Of f ice and showing the gross amount and disposition of all oil 
and gas produced and the market value of the oil and gas, together wi th a copy of all docuncnts, records or reports confirming the gross 
production, di spos ition and market value including gas meter readings , pipeline receipts , gas line receipts and other checks or 
memoranda of omount' produced end put into pipelines , tanks , or pools and gas lines or gas storage, and any other reports or records 
whi ch the General L~nd Office may require t o verify the gross produc tion, d1 spos1 tion and market value . In all cases the authority 
of a manager or agent to act for the Lessee herei n rrust be fi led in the General Land Office. Each royalty payment shall be acc<llll)an1ed 
by a check s tub, schedule , surmary or other remittance advice showing by the assigned General Land Office lease nurber the amount of 
roya lty being paid on each lease. If Lessee pays hi s royalty on or before thirty (30) days after the royalty payment was due, then 
Lessee owes a penalty of SX on the royalty or S25.00 , whi chever is greater. A royalty payment which i s over thirty <30> days late shall 
accrue a penalty of 10X of the royalty due or S25 .00 whichever is greater. ln addition to a penalty, royalties shall accrue interest 
at a ra te of 12X per year; such interest wi ll begin accruing when the royalty is sixty (60) days overdue. Af fidav i t s and supporting 
docuncnts which are not fi l ed when due shall incur a penalty in an amount set by the General Land Office acininistrotive rule which is 
effect ive on the date when the affidavits or suppor ting docuncnts were due. The Lessee shall bear all responsibili ty for paying or 
causing royal t ies to be paid as prescribed by the due date provided herei n . Payment of the delinquency penalty shal l in no way operate 
to prohi bit the Stat e's right of forfeiture as provided by law nor act to postpone the date on wh ich royalties were original ly due. 
The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of 
the royal ty i n dispute as to fa i r market value. 

6. (A) RESERVES, CX>NTitACTS ANO OTHER RECORDS: Lessee $hall annually furnish the Coarnissioner of the General Land Office with 
its bes t possi ble estimat e of oil and gas reserves underlying this lease or all ocable t o th is lease and shall furnish said Coarnissioner 
with copies of al l cont racts under whi ch gas i s sold or processed and all subsequent agreements and amendnents to such contracts wi th in 
thi rty (30) days after entering into or making such contracts , agreements or amenanents. Such contracts and agreements when received 
by the Genera l Land Office shall be held in confidence by the Genera l Land Office unless otherwise authorized by Lessee. Al l other 
contracts and records per taining to the production, transportation, sale and marketing of the oil and gas produced on said premises, 
Including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be 
subject to Inspection and examination by t he Coarnissioner of the General Land Office, the Attorney General, the Governor, or the 
representa t ive of any of t hem. 

(8) DR ILLING RECOQDS: ~ri t ten notice of a l l operations on this lease shall be submitted to the Coarnissioner of the General 
Land Offi ce by Lessee or operator five (5) days before spud date, workover, re-entry, tCfll)Orary abandonnent or plug and abandoNnent 
of any well or wel l s. Such written notice to the General Land Office shall include copies of Railroad Coarnission forms for application 
to dri ll . Copies of we ll tes t s , C<lffl)letion reports and plugging reports sha l l be supplied to the General Land Office at the time they 
are f iled wi th the Texas ' Railroad Cormiisslon.' Lessee sha ll supply the General Land Offi ce with any records, memoranda, accounts, 
report s , cuttings and cores , or other information relative to the operation of the above-descr ibed premises , which may be requested 
by the General Land Offi ce, in addition to those herei n expressly provided for . Lessee sha ll have an electrical and/or radioactivity 
survey made on the bore-hole sec tion, from the base of the surface casing to the total depth of well, of all wells drilled on the above 
described premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen (15 ) 
days ofter the making of said survey. 

(C) PENALTIES: Lessee shall incur a penalty whenever reports , docuncnts or other materials are not filed in the General Land 
Office when due. The penalty f or late fi l ing sha l l be set by the General Land Office admin istrat ive rule which is effective on the 
date when the materials were due in the General Land Off ice. 

7. RETAINED A.OU:AGE: Notwi ths tanding any prov ision of thi s lease to the contrary, af ter a well producing or capable of producing 
oil or gas has been c~leted on the leased premises, Lessee shall exercise the d1l1gence of a reasonably prudent operator in drilling 
such additiona l well or wells as may be reasonably necessary for the proper development of the leased premises and in marketing the 
production thereon. 

(A) VERTI CAL : In the event thi s lease is in force and effect two (2) years after the expiration date of the primary or 
extended term it sha ll then te rminate as to all of the leased premises, EXCEPT (1) 40 acres surrC>l.Oding each oil well capable of 
producing in paying quanti t ies and 320 acres surrounding each gas well capable of producing In paying quantities (Including a shut-In 
oil or gas well as provi ded in Paragraph 11 hereof), or a wel l upon which Lessee i s then engaged in continuous drilling or reworking 
operat ions , or <2> the nurber of ac res included in a producing pooled u,it pursuant to Natural Resources Code Sections 52.151-52.153, 
or (3 ) such grea t er or lesser nurber of acres as may then be allocated for production purposes to a proration u,it for each such 
produci ng wel l under the rules and regulations of the Railroad Commission of Texas , or any successor agency, or other governnenta l 
authori ty having j urisdiction. ~ithin 90 days of a partial termination of thi s lease in accordance wi th thi s subparagraph and upon 
payment of the mini lT'f.Jffl f iling fee set by General Land Off ice rules in effec t at the time of the partial termination, Lessee shall have 
the righ t t o obtain a surface lease for ingress and egress on and across the terminated portion of the leased premises as may be 
reasonably necessary for the continued operation of the portions of the lease rema ining in force and effect. If Lessee fa i l s to apply 
for a surface lease wi thin the 90 day period specified above, Lessee may apply for a surface lease from the Land Office , but the Land 
Comni ss ioner has the discretion to grant or deny such application and t o set the fee for such sur face lease. 
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CB) HORIZONTAL: In the event th1s lease is 1n force ond effect two (2) yeors ofter the exp1rat1on date of the primary or 
extended term it shall further terminate us to all depths below 100 feet below the total depth dr1 I led (hereinafter "deeper depths") 
1n eoch well locoted on acreage reto1ned 1n Porogroph 7 (A) above, unless on or before two (2) years after the primary or extended 
term Lessee poys an amount equal to one-half (1/2) of the bonus or1g1nally po1d as consideration for this lease (as spec1f1ed on poge 
1 hereof). If such amount is po1d, this leose shall be 1n force and effect as co such deeper depths, and said term1nac1on shall be 
delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in pay1ng quantities from such deeper 
depths covered by this lease. 

CC) IDENTIFICATION AkD FILING: The surface acreage retained hereunder as co each well sholl, as nearly as procticol, be in 
the form of a square with the well located in the center thereof, or such other shape as may be approved by the School Lond Board. 
~!thin thirty (30) days after port1al termination of this lease as provided herein, Lessee shall execute and record a release or 
releases containing~& satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded releose, or 
o certified copy of ~eme, shall be filed in the Generol Land Office, accorrpanied by the filing fee prescr ibed by the General Land Office 
rules in ef fect on the date the release 1s filed. If Lessee fails or refuses to execute and record such release or releases within 
ninety (90) days after being requested to do so by the General Land Office, then the CO!TTilissioner at his sole discretion may des ignate 
by written 1nstrunent the acreage ond/or depths to be released hereunder and record such 1nstruncnt at Lessee's expense 1n the county 
or c0t.r1ties where the lease is located and 1n the official records of the General Land Office and such designation shall be binding 
upon Lessee for all purposes . If at any time after the effective date of the partial termination provisions hereof, the applicable 
field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well 
or wells for production purposes , this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells 
for production purposes. 

8. OFFSET UELLS: If oil and/or gas should be produced in comncrcial quant1t1es from a well located on land privately owned or 
on State land leased at a lesser royalty, which well is within one thousand (1,000) feet of the area included herein, or which well 
is dra ining the area covered by this lease, the Lessee shall, within sixty (60) days af ter such initial production f rom the draining 
wel l or t he wel l locat ed withi n one thousand (1,000) feet from the area covered by this lease begin in good faith and prosecute 
diligently the dri l ling of an of fset well on the area covered by this lease, and such of fset well shall be drilled to such depth es 
may be necessary to prevent the undue drainage of the area covered by this lease, and the Lessee, manoger or driller shall use all means 
necessary in a good faith ef fort to make such offset well produce oil and/or gos in c011111Crcial quantities . Only upon the determination 
of the CO!TTilissioner and wi th his written approval, may the payment o f a corrpensatory royalty satisfy the obl igation to dri ll an off set 
wel l or wells required lllder this Paragraph. 

9. ORY Hot..E/OESSATION OF PROOUCTION DURING PRIMARY TERM: If, during the primary term a dry hole be COl!l)leted and abandoned, or 
the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without further 
operations t.ntil the expiration of the primary term; and If Lessee has not resuned production In paying quant ities at the expiration 
of the primary term, Lessee may maintain this lease by conducting addi t ional drilling or reworking operations pursuant to Paragraph 
10, using the expiration of the primary term as the date of cessation of production U'lder Paragraph 10 . If et the expiration of the 
primary term or any time t hereafter a shut-in oil or gas well is located on the leased premises payments may be made in accordonce wi th 
the shut·ln provisions hereof . 

10. CESSATION , DRILLING, AND RE\IORKING: If, after the exp1ration of the pr1mary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, thi s lease shall not terminate if Lessee commences additional drilling or 
reworking operations within sixty (60) days after such cessat1on, ond this lease shall remain in full force and effect for so long as 
such operations cootinue in good faith and in workmanlike manner without interrupt ions totaling more than sixty (60) days . If such 
drilling or reworking operatioos result in the production of oil or gas , the lease shall remain in full force and effect for so long 
as oil or gas is pr<XAJCed from the leased premises in paying quantities or payment of shut · in oil or gas well royalties or payment of 
corrpcnsatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the 
COl!l)letlon of a we l l as a dry hole , the lease wil l not t ermi nate i f the Lessee c011111Cnces additional drilling or reworking operat ions 
wi th in sixty (60) days af ter the COl!l)letlon of the wel l as a dry hole , and this lease shall remain in effect so long as Lessee continues 
drilling or reworking operations 1n good faith and in a workmanlike marner without Interruptions tota l ing more than sixty (60) days. 
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

11. SIIUT· IN ROYALTIES: For purposes of this paragraph, "well " means any well that has been assigned a well nunbcr by the state 
agency having jurisdiction over the production of oil and gas. If at any time after the expiration of the primary term of a lease that, 
t.ntil being shut in, wos being maintained in force and effect, a well capable of produc1ng oil or gas 1n paying quantities is located 
on the leased premises, but oil or gas Is not being produced for lack of suitable production facilities or lack of a suitable market , 
then Lessee may pay as a shut·ln oil or gas royalty an 811101Xlt equa l to Ten Dollars CS10.00 > per acre, but not less than S1 ,200 a year 
for each well capable of producing oil or gas in paying quontlties. To be effective , each initial shut-in oil or gas royal ty fll.lSt be 
paid on or before: ( 1) the expiration of the primary t erm, (2) 60 days af ter the Lessee ceases to produce oil or gas from t he leased 
premises , or (3) 60 days after Lessee carpletes a drilling or reworking operation in accordance with the lease provisions; whichever 
date is latest. If the shut·in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a per1od of one year from the end of the primary term, or from the first day 
of the month following the month in which production ceased, and, after that, if no suitable production facilities or sui t able market 
for the oil or gas exists, Lessee may extend the lease for four mor,e successive periods of one ( 1) year by paying the same amount each 
year on or before the expiration of each shut·in year. 
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12. P NSAT Y ROYALTIES: If, during the per iod the lease i s kept in effec t by payment of the shut· 1n 01l or gas royal ty, oi l 
or gas is sold ond delivered in paying quant1ties from o well located within one thousand (1,000) feet of the leased prcm1ses and 
CC>nl) l eted in the some producing reservoir , or in ony case in whi ch droinoge 1s occurring, the r1gh t to continue to maint ain the lease 
by paying the shut · ln oi l or gas royal ty s ha l l cease, but the leo, e sholl rema1n effec tive for t he rema1nder of the year for whi ch the 
roya lty hos been paid. The Lessee may ma inta in the l eose for four more success ive years by Lessee paying corrpcnsatory royalty at the 
royalty rate provided in the lease of the ma rket va lue of production f rom the wel l causing the dr olnoge or wh ich Is CC>nl)le tcd In the 
same produci ng reservoi r ond wi th in one thousand (1, 000) feet of t he leased premi ses . The corrpcnsatory royalty 1s to be paid month ly 
to the Conm1ssloner beg inning on or before the las t doy of the month foll owing the month in whi ch the oil or gas 1s produced from the 
well caus ing the dra inage or tha t is CC>nl)letcd In the same producing reservoir ond located wlth1 n one t housand ( 1,000) feet of the 
leased premises; i f the corrpcnsatory roya l ty paid In any 12· month period is in an amount l ess than the al'Y)Uol shut · in oil or gas 
royalty, Lessee shall pay an amoun t equal to the d i fference wi thin th ir ty (30) days f rom the end of the 12·month period; and nono of 
these provisi ons wl1 l relieve Lessee of the obl igat ion of reasonable development nor the obligation to drill offset we l ls as provided 
in N. R. C. Section 5? .034; however , at the de termi nation of the Conmlss loner , and with the Comniss ioner's written approval , the payment 
of corrpcnsatory royalties shall sa ti s fy the obli ga t ion to drill of fs et wells . C~nsatory royalty payments whi ch ore not timely pa id 
wi l l accrue penalty ond interes t In accordance w1th Paragraph 5 of th1s lease . 

13 . CXT( NSIONS: If, a t the expi rat ion of the primary term of th is lease, product1on of oil or gas has not been obtained on the 
leased pr emi ses but dr illing operati ons a re being conducted thereon 1n good faith and 1n a good and workmanlike manner , Lessee may, 
on or before t he expi rat ion of the pr ima ry term, f i l e i n the General Land Office wri tten application to the Conmi ss ioner of the General 
Land Of f ice for a thirty (30) day extens ion of th is lease , acc~nled by payment of Three Thousand Dollars (S3, 000.00) if t hi s lease 
cover s si x hundred for ty (640) acres or less and Six Thousand Dollars (S6,000 .00) If thi s lease covers more than s ix hundred forty (640) 
acr es and the Conmlss loner shall, in wr iting, ext end th is lease for a th irty (30) day period f rom and af ter the expi ration of the 
primary t erm and so long therea f ter as oi l or gas Is produced In paying quantities ; provided further, that Lessee may, so long as such 
dri l ling operat ions ar e being conducted make l ike appl icati on and payment during any thirty (30) day extended peri od for an addi t ional 
extension of thi r ty (30) days end, upon receipt of such appl icat ion and payment, the Comnlss loner she l l , In wri t i ng, aga in ext end t his 
lease so that some shell remai n In force for such additional thirty (30) day period and so long thereafter es oi l or gas Is produced 
In paying quantit ies ; provided, however , that thi s lease shall not be extended for more than a total of th ree hU'ldred n inety (390) days 
from and af ter the expiration of the primary t erm u,l ess product ion in paying quant i t ies hes been obta ined . 

14. USE OF UATER; ~FACE: Lessee shall have the ri ght to use wat er produced on sai d land necessary for operat ions hereunder and 
sole ly upon the leased premises; provided, however, Lessee shall not use potable water or water sui table for l ivestock or Irri gation 
purposes for water flood operations wi thout the prior wr i tten consent of Lessor. Subject to i t s obli gat ion to pay surface damages , 
Lessee shall hove the r ight to use so much of the surface of the lend that may be reasonably necessary for dril l ing and operati ng wells 
and t ranspor ting and marke t ing the production therefrom, such use to be conducted under condi t ions of least Inj ury to the surface of 
the lend. Lessee shal l pay surface damages in an llfflOU'lt set by the General Land Off ice fee schedule whi ch is effect ive on the date 
when the act ivity requiri ng the payment of surface damages occurs. 

15. POt.LUTION: In developing t his area, Lessee shell use the highest degree of care end all proper safeguards to prevent 
pol lution. Uithout l imiting the foregoing, pollut ion of coast a l wet lands, na tural waterways, rivers end i ffl)()Unded water shall be 
prevented by the us e of conta inment faci l i ti es suff icient to prevent spillage, seepag~ or grOU'ld water contamina t ion • . In the event 
of pollut·ion, Lehee shall use ell mellns a t f ts di sposal to recapture al t escaped hydrocarbons or other pollutant ond shall be 
respons l~l e for all damage to publ ic and pr ivate properties. 

(A) I.Pl.ANOS: Lessee shall build and maintain fences arOU'ld its s lush, sump, and dr a inage pits and tank batteri es so as to 
pro tec t l ives t ock agains t loss , damage or injury; end upon CC>nl)l et1on or abandorment of any well or we l l s , Lessee sha l l fill and l evel 
a l l s lush pits ond cel lars and CC>nl)letely c lean up the dr1ll 1ng s i t e of all rubb1 sh thereon. 

(8) SUBMEJICI]) LAMOS: No di scharge of sol id was te or garbage sha ll be al lowed into St at e waters from any dri l ling or s~rt 
vessel s , product ion platform, crew or supply boat, barge, jack-up ri g or other equi pment located on the leased area . Solid waste shall 
include but shal l not be limi ted to containers , equi pment , rubbish, plas tic, glass , and any other man-made non·blodegradable i tCfflS. 
A s ign IIIJSt be di splayed In a h igh traffic ar ea on al l vessels end manned platforms s ta t ing, "Discharge of any solid waste or garbage 
Into State Uaters from vessels or pla tforms is s t rict ly prohibited and may subject a Stat e of Texas lease to forfeiture." Such 
statement sha ll be In lettering of a t leas t 1" in s 11e. 

CC) RI VERS: To the ex tent necessary to prevent pollut ion, the provi sions found In subsections (a) end (b) of th is paragraph 
shall a lso apply t o r ivers and r iverbeds . 

CO) PEMAI.TY: Failure to CC>nl)ly wi th the requirements of th is provision may resul t In the maxl llllll penalty a llowed by law 
Incl ud i ng forfei ture of the lease. Lessee shall be liable for the damages caused by such fa i l ure end any cost s and expenses incurred 
In c leaning oreas affected by the discharged was t e. 

16. 10 NTIFlCATION HARKERS: Lessee shall erect, at a di s t ance not to exceed twenty· fi ve (25) fee t f rom each well on the premises 
covered by th is lease, a legible si gn on wh ich sha ll be s ta ted the nome of the operat or, the lease designat ion and the well nurber. 
Uhere two or more wells on the same lease or where we ll s on t wo or more leases ere CC)(YlCCted to the s ome tank battery, whether by 
Individual flow l lne connections d1 rec t to the tank or t an s or by use of a multiple header syst em, each line between each well and 
such tank or header shall be legi bly ident i f ied at a ll t imes, either by a f irmly attached tag or plate or en Identi f ication properly 
pa inted on such l ine at a di s tance not to exceed th ree (3) feet f rom such tank or header cornect lon. Said signs , tags , plates or other 
identification markers shall be mainta ined in o legible condit ion throughout the term of th is lease. 
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17. ASS ICNH MTS: The lease 11\ilY be trans ferred at any time. All transfers mus t reference the lease by the file nuincr and mus t 
be recorded in the county where t he area 1s located, and the recorded transfer or a copy certified to by the County Cler k of the county 
where the trans fer 1s recorded mus t be filed in the General Land Offi ce w1th1n ninety (90) days of the execution date, as provided by 
N.R.C. Sect ion 52.026, accon-pan1ed by the f1l1ng fee prescr ibed by the General Land Office rules 1n effect on the date of receipt by 
the General Land Office of such trans fer or cert ified copy thereof. Every trans feree shall succeed to all rights and be subject to 
all obligations, liabilities , and penalties owed to the State by the original lessee or any prior trans feree of the lease, including 
any liabilities to the s tate for lM'lpaid royal ties. 

18. RELEASES: Lessee 11\ilY relinqui sh the rights granted hereunder to the State at any time by recording the relinquishment in the 
COl.nty where this area is situated and f1l1ng the recorded relinquishment or certified copy of same in the General Land Offi ce within 
ninety (90) days after its execution accOll'p8n1ed by the filing fee prescri bed by the General Land Office rules il'l.,effect on the date 
of receipt by the C~ral Land Office of such relinquishment or cer t i f ied copy thereof. Such relinqui shment wil l not have the effect 
of releasing Lessee. from any liability theretofore accrued in favor of the State. 

19. LIEN: In accordance with N.R.C. Section 52. 136, the State shall have a first lien upon all oil and gas produced from the area 
covered by this lease to secure paymcnt of all unpaid royalty and others of money that may become due under thi s lease . By 
acceptance of this lease, Lessee grants the State, in addition to the lien provi ded by N.R.C . Section 52.136 and any other applicable 
statutory lien, an express contractual lien on and security interes t in all leased minerals in and extracted from the leased premises , 
all proceeds which may accrue to Lessee f rom the sale of such leas ed minerals , whether such proceeds ore held by Lessee or by a third 
party, and all f ixtures on and improvements to the l eased premises used in connection with the production or process ing of such leased 
minerals in order to secure the payment of all royalties or other amounts due or to become due under this lease and to secure payment 
of any damages or loss tha t Lessor 11\ily suf fer by reason of Lessee's breach of any covenant or condition of this lease , whether express 
or Implied. This Lien and securi ty Interest may be foreclosed wi th or wi thout cour t proceedings in the malYler provided in the Ti tle 
1, Chapter 9 of the Texas Business end Cocrmerce Code. Lessee agrees that the Conmlssioner may require Lessee to execute and record 
such lns t rlllleflts es may be reasonably necessary to acknowledge, at tach or perfect this lien. Lessee hereby represents that t here are 
no prior or superior l lens arising f rom and relating to Lessee's activi t ies upon t he above-described proper ty or from Lessee ' s 
acquisi t ion of t his lease. Should the Cdlrmissloner at any time determine t hat t his representation is not true, then the COll'lllissioner 
may declare this lease forfeited as provided here in. 

20. FORFEITIJRf : If Lessee shall fail or refuse to make the payment of any sun within thirty (30) days after it becomes due, or 
If lessee or an authorized agent should knowingly make any false return or false report concerning production or drilling , or if lessee 
shall fail or refuse to drill any offset well or wells in good faith as required by low and the rules and regulations adopted by the 
COll'llli ssi oner of the General Land Office, or if Lessee should fail to f ile reports in the ma1Y1Cr required by law or fail to comply with 
rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad COll'llllssi on, or refuse the proper 
authority access to the records pertaining to operations, or If lessee or an authorized agent should knowingly foil or refuse to give 
correct infonnation to the proper authority, or knowingly fail or refuse to furnish the General land Office a correct log of any well, 
or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned end the assigN11Cnt Is 
not filed in the Genera l l and Office as required by Law, the rights acquired l.A'lder this lease shall be subject to for feiture by the 
COIITilissioncr, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the 
are11 shell ,11gajn be: st.bject to L.eas~ to the highest bidder, lrder the SOIIIC -regulations cont roll Ing the original sale of leases. 
However, nothing herein shall be construed as waiving the automatic termination of this Lease by operat ion of law or by reason of any 
special limitation ari s ing hereunde r . For fe i tures may be se t aside and thi s lease and all rights thereunder reinstated before the 
rights of another intervene upon sa ti sfactory evidence t o the C011TI1issioner of the General Land Office of future compliance with the 
provi s ions of the Lew and of thi s lease and the rules and regulations that may be adopted relative hereto. 

21. RIVCRBB> TRACTS: In the event this lease covers a riverbed, Lessee i s hereby specifically granted the right of eminent domain 
and condennation as provided for in N.R.C. Sections 52.092·52 .093, as a par t of the consideration moving to Lessor for the covenants 
herei n made by lessee. 

22. APPLICABLE LAIJS AHO DRILLING RCSTRI CT IONS: This lease shal l be subject to all rules and regulations, and amencinents thereto, 
promu lgated by the COll'lllissloner of the General Land Office governing dril l ing and producing operations on Permanent Free School Land, 
payment of royalties , and auditing procedures , and shall be subject to all other valid statutes, rules, r egulations, orders and 
ordinances that may affect operations under the provisions of thi s lease. Uithout limiting the generality of the foregoing , lessee 
hereby agrees , by the acceptance of thi s lease , to be bound by and subject to all statutory and regulatory provisions re lating to the 
General Land Office's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas 
Actninistrative Code, Chapter 4, and Texas Natural Resources Code Sections 52. 135 and 52 . 137 through 52 . 140. In the event this lease 
covers land franchised or Leased or otherwise us ed by a navigation district or by the United States for the purpose of navigation or 
other pu,pose incident to the operat1c;.n of a port, then Lessee shall not be entitled to enter or possess such land without prior 
approval as provided l.A'lder Section 61. 117 of the Texas Voter Code, but lessee shall be entitled to develop such land for oi l and gas 
by directional dri ll ing; provided, however, that no surface drill i ng locat ion 11111y be nearer than 660 feet end special permission from 
the Com11lssloner of the General land Offi ce Is necessary to make any surface location nearer then 2, 160 feet measured at right angles 
from the nearest bulkhead line or from the nearest dredged bottom edge of any cha1Y1Cl, slip, or turning basin whi ch hos been authorized 
by the United States as a federal proJec t for future cons truction, wh ichever is nearer. 

23. REMOVAL OF EQUIPMENT : Upon the terminat ion of thi s lease for any cause, Lessee shall not, in any event, be permi tted to remove 
the casing or any part of the equipment from any producing, dry, or abandoned well or wel l s without the written consent of the 
Conmissioner of the General land Offi ce or his authorized representative; nor shall lessee, without the written consent of said 
COll'lllissioner or his authorized representative remove from the leased premi ses the casing or any other equipment, material , machinery, 
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appliances or property owned by Lessee and used by Lessee 1n the developnl('nt and production of 011 or gas therefrom until all dry or 
abandoned well s have been plugged and until all s lush or refuse pit s have been proper ly filled and all broken or di scorded lurbcr 
machinery, or debris shall have been removed from the premises to the sa t1 s fac t ion of the sa id (()(!'r.11 Ss 1oncr or hi s authorncd 
representa t Ive. 

24. FOltCE ltAJEVRE: Should Lessee be prevented from COll'plying with any express or 1n,,l1ed covenant of this lease, from conducting 
drilling operations thereon, or from producing oil and/or gas therefrom, after effort made in good faith, by reason of war, rebellion 
riots, strikes, f ires, acts of God or any order, rule or regulation of governncntal authority, then while so prevented, Lessee•~ 
obligation to con,,ly wi th such covenant shall be suspended upon proper and sati sfactory proof presented to the Corrrnissloner of the 
General Land Off ice in support of Lessee's contention and Lessee shall not be liable for damages for fai lure to COll1)ly therewith (except 
in the event of lease operations suspended os provided in the rules and regulations adopted by the School Land Board); and this lease 
shall be extended ~~ile and so long as Lessee is prevented, by any such cause, from dr1ll1ng, reworking operations or producing oil 
and/or gas from the.leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during 
the primary or extended term, nor to abridge Lessee's right to a suspension under any applicable statute of this State . 

25. RAI LROAD CXM41SSION HEARINGS ON GAS: No natural gos or casingheod gas , 1nclud1ng both associated and non-assoc iated gas, 
produced from the mineral es tate subjec t to this lease may be sold or contracted for sale to any person for ultimate use outside the 
State of Texas unless the Railroad Corrrn1ssion of Texas , after notice and hearing as provided 1n Title 3 of the N.R.C. , finds that (a) 
the person, agency, or entity that executed the lease in question does not require the natural gas or casinghead gas to meet its own 
existing needs for fuel; Cb) no private or public hospital, nurs ing home, or other s imilar health -core facility in this State requires 
the natura l gos or casinghead gas to meet its existing needs for fuel; Cc) no public or private school in this State that provides 
elementary, secondary, or higher education requires the natural gos or cosinghead gas to meet its existing needs for fuel; Cd) no 
facility of the State or of any county, IIU'licipali ty, or other political subdivision in this State requires the natural gas or 
casinghead gas to mee t its existing needs for fuel; Ce) no producer of food and fi ber requires the natural gas or casinghead gos 
necessary to meet the existing needs of irrigation J)U1l)S and other machinery directly related to this production; and Cf) no person 
who res ides In this State and who relies on natural gas or cas1nghead gas to provide in whole or part his existing needs for fuel or 
row mater ial requires the natural gas or caslnghead go~ t o meet those needs. However, the Railroad Corrrnisslon of Texas may grant 
exceptions to these provi sions as set forth in N.R.C. Section 52.296. 

26. l.CASE stClJRITY: Lessee shall take the highes t degree of care and all proper safeguards to protect said premises and to prevent 
theft of oil, gas, and other hydrocarbons produced from said lease. This includes, but is not limited to, the Installation of all 
necessary equipment , sea ls , locks , or other appropriate protective devices on or at all access points at the lease's production, 
gathering and storage sys tems where theft of hydroca rbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting 
from theft and shall pay the State of Texas royal t ies thereon as provided herein on all oil, gas or other hydrocarbons lost by reason 
of theft . 

27. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the 
bolroaries of a pooled Lnit that has been approved by the School Land Boord in accordance with Natural Resources Code Sections 52.151· 
52. 153 , or if , at any time after the expiration of the primary term or the extended term, this lease covers a lesser nurbcr of acres 
than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the nurber 
of acres pooled, r~eased, StJrrendered, or ~therwise severed, so that payments determined on a per acre bas1s under the terms of thi s 
lease during the primary term s hall be ca lculated based upon the nurber of acres outside the boundaries of a pooled Lnlt, or , if after 
the expira ti on of the primary term, the nurber of acres actually retained and covered by this lease. 

211. SUCC(SSORS ANO ASS IGNS: The covenants , conditions and agreements contained herein shall extend to and be binding upon the 
he irs , executors , acininistrators , successors or assigns of Lessee herein. 

29. A.NTIOUITIES CXX>E : In the event tha t any feature of archeologlcal or historical interest is enc<XX1tered during the activities 
authorized by this lease, Lessee will irrmediately cease activities and will irrmediately notify the General Land Office and the Texas 
Historica l C01Tmission so that adequate measures may be undertaken to protect or recover such d1scover1es or f indings, as appropriate. 
Lessee is expressly placed on notice of the National Hi storical Preservation Act of 1966 (PB-89-66 , 80 Statute 915; 16 U.S.C.A . 470). 
Lessee shall con,,l y with the Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended. 

30. VCNUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispute arising out of 
a provision of this lease, whether express or in,,lied, regarding interpretation of this lease, or relating in any way to thi s lease 
or to applicable case low, stetutes, or administrative rules, shall be in• court of con-petent jurisdiction located in Travis C<XXlty, 
State of Texas. 

31. LEASE FILI NG: Pursuant to Chapter 9 of the Tex. Bus., Com. Code,this lease n.is t be filed of record In the office of the 
Cou,ty Clerk in any county in wh ich all or any part of the leased premises is located, and certified copies thereof ll'USt be filed in 
the General Land Off ice. The prescribed f iling fee shall accorrpany the certified copies sent to the General Land Office. 
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32. EXEOJTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county 
records and in the General Land Office of the State of Texas. 

LESSEE 

BY:, _______________ _ 

TITLE:, ______________ _ 

DATE:, ______________ ~ 

IN TESTIMONY UHEREOF. witness the signature of the Conmissio of the General Land Office of the State of Texas under the seal 
of the General Land Office. 

Exec 
1
·,-,/ 

• •• t .•. ·,. ·~ .•·,,·.···· ... : • t •• -
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I 
STATE OF------------- ( aJRPOAA Tl Oii AOOIOUl.EllCMEN ii 
aJ.JIITT OF ____________ _ 

j • ! 
! 
I .. 

BEFORE ME, the i..n::tersigned authority, on this day personally appeared·------------------'--------

known to me to be thE"~person whose name is subscribed to the foregoing instrl.fflent, as, _____________________ of 

I' ' 
------------------------------------~andacknowledgedtomethatheexe~utedthesame 

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

Given under my hand and seal of office this the _______ day of ----------------,-
1 

, 19~'-----

STATE OF ____________ _ 

aJ.JIITT OF ____________ _ 

., 
w 

Notary Pl.bl ic in an::t for ______ _::: _ _:. _____ _ 

(INDIVIDUAL ACXIICM..EDCMENT) 

Before me, the \.nders f gned authorf ty, on this day personally appeared, ________________________ _ 

known to me to be the persons whose names are subscribed to the foregoing instrunent, end acknowledged to me that they executed the 

same for the purposes and consideration ·therein expressed. 
. . . ·'· ... ·,. . '.. ' · .. ~ .. . . . •1 •• 

Given 1.l'lder my hand and seal of office this the _______ d.ay of-----------------• 19 _____ _ 

Notary Plbt;c ;n and for ______________ _ 
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Texas General Land Office 
Garry Mauro, Commissioner 

August 13, 1996 

Mr. RS. Shanell 
Menard Energy Corp. 
5701 Woodway, Suite 350 
Houston, TX 77057-1501 

Dear Mr. Shanell: 

Stephen F. Austin Building 
1700 North Congress Avenue 
Austin. Texas 78701 · 1495 
(512) 463-5001 

Thank you for your participation in the State of Texas Oil and Gas Lease Sale held on June 4, 
1996. I am pleased to inform you that you were the high bidder on the marginal number 
listed below, which has been assigned the corresponding lease number: 

MGLNO. 7 M-97296 

The lease agreement for this marginal number is enclosed and will serve as your receipt for 
the amount of your bid. As stated in Sections 31 and 32, this lease form must be signed and 
acknowledged 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, piease 'submit a certified copy of the recorded lease to the:" attention of Kristin Anderson 
at the Texas General Land Office. These requirements are material provisions of the lease; 
therefore, please return the certified copy at your earliest convenience. 

The lessee's other contractual and statutory responsibilities are outlined in the lease 
agreement, such as Section 6(B), which requires operators to submit written notice of all 
drilling, production, and related activities. When lessees file specific forms with the Texas 
Railroad Commission and the Department of Energy, they are required to submit copies of 
these forms to the Texas General Land Office. Examples of these forms are: 

W-1, Application to Drill, Deepen, or Plug Back with Plat; 
W-2, Oil Well Potential Test, Completion or Recompletion Report and Log; 
W-3, Plugging Record; 
G-1, Gas Well Back Pressure Test, Completion/Recompletion Report and Log; 
G-5, Gas Well Classification Report; 
G-10, Gas Well Status Report; 
W-10, Oil Well S:,';is Report; 
W-12, Inclination Report; 
Electrical Logs (any scale and within fifteen (15) days after they are made); 
Directional Surveys; 

Prlflled on recycled pape, with soyt>ean ink 



P-12, Certificate of Pooling Authority 
F-1, NGPA Supplemental Application; and 
FERC-121, Application for Determination 

·• ' . :_• ~ 

' "'.:"': • J 

' . 
I ~·· . , 
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When production is secured from this lease, production/royalty reports oJiii~ng l 
production/disposition activities (GLO Forms l,la,2,2a) are required to be submitted to this, 
office. If you are not familiar with the required forms and procedures, please call the' Roy\l!ty: 
Management Division of the Land Office at (512) 463-5042 and request the Oil and Gas)~.ep~rtsi 
and Payment Procedures booklet. With respect to any applicable Resource Manageme!r Codes,· .. 
lessees should contact the Texas General Land Office for updates and any additional information ··. 
prior to drilling. Your cooperation in complying with the reporting requirements outlined above 
will be greatly appreciated and will contribute to this office's efforts to effectively manage the 
State of Texas' oil and gas resources. 

Please do not hesitate to contact my office at (512) 463-5042 if you need any assistance in the 
future or if you have questions concerning any state lease that you operate. 

Sincerely, 

GM/RH/ka 

Enclosures 





Texas General Land Office 
Garry Mauro, Comm,ss,oner 

March 17, 1997 

David V. De Marco 
Tomcat Exploration, Inc 
3050 Post Oak Blvd, Suite 502 
Houston, Tx 77056-6524 

Re: Terrell #4-H Unit 
Brazos County, Texas 
Mineral File No. -097296 ) 

Dear Mr. De Marco, 

Stephen F Austin Bu1ld1ng 
1 700 North Congress Avenue 
Auslin Texas 78701 1495 
(512) 463 5001 

We have received the division order submitted by your 
company for the above-referenced lease and added it to our 
files. Please be sure to reference this mineral file number 
in all future royalty payments, reports and correspondence 
concerning the lease. 

The payment of royalties to the State of Texas is set by 
statue. As the execution of the division order may in some 
cases affect the payments of such royalties, it is not the 
policy of this office to execute them. Insofar as allowed 
by law, the Texas General Land Office acquiesces in the sale 
of oil and gas under the terms and conditions set out in the 
lease. 

If you should have any questions, please feel free to call 
me at (512) 475-2266. 

Sincerely, 

Sabrina Pope 
Accounts Examiner 
Royalty and Revenue Processing 
Energy Resources 

Pnnteo on ·~ pal* ''""' soybean '"" 
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\larch I J. I 997 

Rl Terrell 1-11 
Hra,,os Counrv. I e,as 

Dear lnterest Ov.ncr, 

3050 Post Onk Bh d., \uitr 502 
ll ou~ton, I l'\ll 77056 -l L{ 

(7 13) 960-7 161 
fa, (713) 960-7167 

F r ( - ) 
v \ • lo• I 

I ' 1 fi' '1 · l 

E ... 

Enclo,ed herev.11h 1:. the Dr\.i:,1011 Pa, Order and t\\ o (2) Di\1\1011 Order, i.:o\.enng the rcforenccd propcn) 
fhc Div,.,,on Order:. arc delrvered pursuant to ectron 9 J -10:! of the Te,as 1\/aturnl Re,ource, code Pleaw 
re\.1cw the 111fom1a11on ,ct out on tht: D1\1s1on Order and, 1facceptablc, e,ecutc and return one ong111al in 
the self addressed envelope In the e\.cnt there 1s an error with vour name and/or addre:.s please mal.e such 
correctron on the d1v1s1011 order e,ecute and return 111 the -;elf addressed envelope I IO\"e"er, in the e\ent 
\.OU ha"e an, ques11ons or a desuepcnc, \\1th the interest ,u on the D,""ion Order, plea,c call me ,II the above number 

\ ours rruh , 

?--~-
David \ De Marco 

..., 
'-

Si 



TOMCAT FXPLORA TION, INC 
P O Box 684928 

Au tin, Texa~ 78767 

OIL AND GA OIVI 10 ORDER DATED FEBR RY 26, 1997 

The unders11,>nod . e, era II) and not Jomtl~ ccrtafici; 1t 1s the legal owner of the interest. ct out bdO\\ of all the 011, Gas, nnd 
• • relaux! ltquad or gaseous h)drocarbon (collccu-.cly oil and/or gas) produced from the propcrt) descnbod bclO\\ 
• • . .... . . . 

• 

•••• . .... . ...... . . 
•••• . . . 

'TYPE OF PROOl'CTIO 
EFFECTIVE O TE: 

PROPERTY MBER: 
WELL l tBER: 
OP RATOR: 
PROPERTY \1E: 
COU TY, TATE: 

LEGAL DE RTPTIO 

Len e; o. 

0101001 
0 10200 1 
0103001 

Le or 

Stale ofTcxos 
Wilhrun J Terrell 
Mru)' T Pederson 

OWNER/PAYEE 
T~u Gcncrnl Land Office 
1700 N Congre s A-..e 
Austin, Texa 7870 1-1495 

Oil and Ga 
Firsc Dace of Produccion 

Th.-001 
00101001 
Tomcal Exploracion, Inc. 
Terrell #4-11 nil 
Bnuo County, Texa 

~33 12 ocrcl;, more or lei.s, out of the James M1lhcnn Sun C), 
A-41, Bnv.os Count:, , Tc nnd the P Smgleton SunC) A-56, Burleson 
Count). Texas being compnscd of the foll0\rn1g I\\O Inlet~ nnd being more 
particulorl:, set out m that certam Dcs1gnauon of Umt dntod No\ ember 21, I 9%, 
ond recorded an Volume 2728 Pogcs 205 et seq m the Officuil Deed Records of 
Bnu.os Count), Tcxa.s 

Menard Encrg) 
Mennrd Ern.-rg) 
Menard Encrg) 

NET INTEREST D'PE 
R 

Lene D11te 

June 4, 1996 
Dec 12, J 9()~ 
Dec. 12, 1995 

Recording 011111 
Book/Page 
2<>1!9n~ 
2~ I-U273 
2514/273 

DECIMAL INTERES 
03046380 

• Net Interest Type Key (W) Net revenue Interest, 1!: Royalty lntere t (0) Overriding Royalty Interest 

THI OrYI IO'IIORDFRI OELrYEREOPURSUANTTO ECT10~91.402rOFTHCT[XA ATURAL 
RE~O RCE CODE (CODE), ANO DOES NOT MEND AN) l f A OR OPERATl!',G GR££ fE!',T BFT\VEE.N TII 
UNDER JGl'\iED ANO THE LE EE OR OPERATOR OR AN\ OTHtR COVTRACTS FOR TIIE PURCIIA E Of OIL 
ANDIOR GAS. IF A Y Of TIIE PROVISIO"I Of Till . OIVJ 10"1' ORDER ARE OT IN C0\1PLIANCf \\ ITII THE 
CODE, TflEN TllF TERM OF THE CODF WILL BE DEEM OTO REPLACE TIIOSE DIVl ION ORDER Tl.RM 
WHERE TIIC CO"lfl.lCT APPLI 

Tomcat Explorotion, Inc (Tomcnl) as hcrcb.) nulhon,od lo credit such undersigned owners ("Olrn<!r'') nil 
proceeds of production ~old b) T omcnt from the propcrt) dcscnbod obo, c subJCCI to the folio\, mg pro, 1s1ons 

( h,ncr agrees to Dl•hf) I orncat m \\TIUn~ of •n\ cllllflSC m tlicrr m\11<.'nlup, and D11 l11msfcr hall llC: l,mJmg on T omcal wihl 
Tomc.11 11 lun11shed the n."O(ird.,d mMrumcnl c,,dcncmg such tnanstcr <'I' a ocrt11ic.t OI~ thcn,cil ResiinJJcss <•f thc clfo:tm: dare 
ol them IJ'WTlel'II ut CXlfl\-e\'&DCC, all lnllllllm ahall nul be made ellocu,e mrhcr than the fITTt Ja, ol lhc calc:odar lll(lllth m \\h1ch 
1a1J wntten not11.e II reccmxl Ir, I umc11t 

2 Ch,~T ag1ccs to 111Jcmrul\ and rcimhurse Pawr tor flll\TIICllls nuade to tl\\tlCI' hereunder III aOll<irdancc "1th the aho,c: dm1mn ol 
111tcrc:i1 af owner Joos not haw merchantahle llllc 10 the 011 and/or l!JIS sold and attnhulllhlc lo owner 

3. l'a)or 11 author11cJ 10 sw pend flll\ 1TK'11II a""nung 10 om J1spu1cJ pc,rt1on <•I lhc mtcrcsl 1.To.h1cJ 10 0\1 ncr haem 111 the c:l'cnt an, 
hllc J1spurc or adwrsc cl11m 1~ 8SSC1tcJ rcgardmg Ullc hi tll8t mh:1cs1 w,ul n:solutkll'I ol Ji pule or claim 

4 V1luat1,lfl ol'anJ sc1tlcmen1 tor ownc:r's mlL'l'CSI m 011 enJ/tv gas proJucuon hall he llllllk: 111 oc.xirdance wtth the 1c..mu 11nd 
f'l'O\l~111n of the lease (ll' 1>lhc:r 111 uumentt1) to 1,h1ch 01,ncr's 1ntc:l'Qlt 1S uh)cct !(the lea~ 1v other mslrulnenl{1) d,. not 
aJJr , the nmmg of setllcmcnt1 of <•11 and ga1 J'f\,Ju.:11nn ro m11lCf, the applicat.le prn11"1<lf'I of c ... 11on 91 102 (a)l,f the ICX115 
N11tun1 I Resources C 1ido: ha II control 

5 He nJ11soJ no m<lfle\1 \1111 he rclcasoJ fur om ono mmc:r 1u1t1l t!JC 111luc •~ ha, r d,cJ II muumwn of SI OO 00 <If llll the la51 
Jay ol tl,o calendar ,car 

Wll [SS SIGNA IL RL OF 
!NTFREST OWNER 

BY. _______ _ 

TAX IDENTIFICATION NO 

ADORrss 

Fn1lurc of 0 1rncr to furn, b o,rni:r s Soc:1111 Sccuntytra, IO Number \1111 result m 31 pcm:nl 111thholdmg ta, m 
occordoncc \\ilh fc:dcral la1~ An, to, 1\1thhcld \1ill not be refunded b) pn)or 



I TERRELL # 4-11 UNIT 
Brazos County, Texas 

DIVISION PAY ORDER 

DESCRIPTION: 533.42 acres, more or less, out of the James Millican Survey, A-4 I, Brazos County, Texas 
and the P. Singleton Survey, A-56, Burleson County, Texas being comprised of the following two tracts and being 
more particularly set out in that certain Designation of Unit dated November 2 I, 1996, and recorded in Volume 
2728 Pages 205 et seq. in the Official Deed Records of Brazos County, Texas . 

•• • • • • •• 
T~T I: 65 acres, more or less, as described in Oil and Gas Lease executed by the State of Texas, as • • • 
Le~~or:to Menard Energy Corp., as Lessee, dated June 4, 1996 and recorded in Volume 2689, Page 75 of the 

• Offi~;iJ Records of Brazos County, Texas, and in Volume 254, Page 735, Oil and Gas Lease Records of Burleson 
• Cotmty, Texas . 

• •••••• • • 
TRACT II: 468.42 acres, more or fess, out of the James Millican Survey, A-4 I, Brazos County, Texas, 
aif ii{mg the westernmost 468.42 acres out of that certain 601.59 acre tract which is described in the following 
two leases. 

DEPTH LII\UTATION 

(i) That certain lease dated December 12, 1995, but effective January I, 1996 by 
and between William J. Terrell et al, as Lessor and Menard Energy Corp., as 
Lessee, recorded in Volume. 2514, Page 273 et seq. in the Official Deed 
Records of Brazos County, Texas. 

(ii) That certain lease dated December 12, 1995, but 
effective January I, 1996 by and between Mary T. 
Pederson, as Lessor and Menard Energy Corp., as 
Lessee, recorded in Volume. 2514, Page 273 et seq. in 
the Official Deed Records of Brazos County, Texas. 

This unit is limited to the Austin Chalk Formation defined as the stratagraphic interval (or its correlative 
equivalent) occurring from 11,600 feet to 12,050 feet on the Dual lnduction-SFL Compensated Neutron­
Formation-Density Schlumberger log of the Dafceo Resources Terrell No. 4 well. 
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I lousion. Texas 770'i7 

Menard [nergy Corp 
'i70 I Woodway, u11e 350 
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10 0°0 7 'iQ00°o 

TOT L 75.0000% 

VERRIOI 
I T ERE ' T 

4 390724°0 

-U 90724% 



..... 
0., 

.. 
13 

• . 
,..... 

... • 

::, :) CT 

.... . . .. 
~ c 

,Q 
r- ~ 
CT c<) 

::> - .... 
• .... ~ '(-) :--

=···:· 
.. .. . . 



I • 

DO NOT DESTROY 

GL0-36-10-84 -MEMO-

L- /J. Lo.v5vc.- TtA.J(t 

c ~,te.e &<tlY Tqe:~-u- u,·r 
County __ __:..../j_ , ~~·'-"Z,..;;..._0~ 5;;..._ _______ _ 

Ef fective Date Mv.!41 ~ /"{ /2 7 p 
I 

Unitized for : Oil __ Gae __ ou & Gae__)( 

1. M. F. No. 9 7 J..1 {,z 

Blk. Survey Ja.5 111&<. 'lfA.J 

x Y'f ~.o.S- .,. 
~ • J.S::: = - . '-o'-3-CIS'" _____ _ 

2. M.F. No. ____ _ 

Area Tr . ----
Sec . Blk . __ Survey ______ _ 

____ x --------- .,. 

3. M. F. No. 

Area ___________ Tr ·----

Sec. Blk. __ Survey _______ _ 

x 

4. M. F. No. 

Area ____ _______ Tr. ___ _ 

Sec . Blk. __ survey _______ _ 

x 

REMARKS: 



• • # 7..s4cJ 
354 

POOLING COMMITTEE REPORT 

TO: SCHOOL Ll\ND BOARD 

DATE: November 19, 1996 

OPERATOR: Menard Energy Corporation COUNTY: Brazos & Burleson 

UNIT NAME: FIELD: Giddings 
(Austin Chalk-3) 

STATE LEASE(S) IN UNIT 

Lease State 
*Type Number 
SF M-97296 

State 
Royalty 

1/4 

Expiration 
Date 

6/4/97 

Term 
Year 

1 

* RAL = Relinquishment Act 
* SF = State Fee 
* FR = Free Royalty 

PRIVATE ACRES: 
STATE ACRES: 

Acres 
65 

Acres Lessee of 
In Unit Record 

65 Menard Energy Corp. 

TOTAL UNIT ACRES: 

468.42 
65.00 

533.42 

Unitized for: 
Oil 
Gas 
Both x ---
Participation: 
Basis Surface acreage 
State Acreage 12.185% 

Depth(s): 
See Remarks 
Formation: 
See Remarks 

State Unit Royalty 3.05% 

Agree to drill to density of field rules: 
Holds only acreage included in the unit 
past primary term: 
Satisfactory geological data furnished: 

Well Location: 
State Land 
Private Land x 

Railroad Commission Rules: 
Spacing 680 Acres 
Acreage Factor 100% 

Yes 

Yes 
Yes 

_;;..cx __ No __ _ 

x No --- ---x No -=-- ---



REMARKS : 

• Menard Energy Corporation is requesting permanent oil and gas pooling of 
the Austin Chalk Formation defined as the stratigraphic interval or its 
correlative equivalent occurring from 11 , 560 feet to 12 , 300 feet as shown 
on the Dual Induction log of Daleco Resources #4 Terrell well . 

• The applicant spud a horizontal well on October 29 , 
Austin Chalk Formation . The proposed total depth 
approximately 12 , 300 feet . 

1996 to test the 
of the well is 

• The applicant has included all of the river acreage that was leased . The 
state ' s unit royalty participation will be 3 . 05%. Horizontal severance is 
provided for in the state lease . 

• APPROVAL BY THE SCHOOL LAND BOARD IN NO WAY RATIFIES ANY OF THE STATE 
LEASES INCLUDED IN THIS PROPOSED UNIT . 

POOLING COMMITTEE RECOMMENDATION : 

• The Pooling Committee recommends Board approval of a permanent oil and 
gas unil , under the above stated provisions . 

Peter A. Boone 
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POOLINCJ AGREEMENT 
MENARD ENERGY CORPORATION 

TERRELL •t·B GAS UNIT 
BRAZOS AND BURLESON COUNTIES, TEXAS 

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

PURPOSF.S: l. 

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

UNIT DESCRIPTION: 2. 

The oil and gas leases, which are included within the pooled unit, are listed on the attached Exhibit "A", to 
which leases and the records thereof reference is here made for all pertinent purposes. The pooled unit shall 
consist of all of the lands described in Exhibit "8" attached hereto and made a part hereof. A plat of the 
pooled unit is attached hereto as Exhibit "C". 

MINERAL POOLED: 3. 

The mineral pooled and unitized ("pooled mineral") hereby shall be oil and gas including all hydrocarbons that 
may be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad 
Commission of Texas or other state regulatory agency having jurisdiction of the drilling and production of oil 
and gas wells. The pooled mineral shall extend to those depths underlying the surface boundaries of the pooled 
unit in the Austin Chalk Formation defined as the stratigraphic interval or its correlative equivalent occurring 
from 11.560 feet to 12,300 feet as shown on the Dual Induction log of the Daleco Resources, No. 4 Terrell well 
("unitized interval"). 

POOLING AND EFFECT: 4. 

The parties hereto commit all of their interests which are within the unit to the extent and as above described 
into said unit and unitize and pool hereunder the separate tracts described on the attached Exhibit "8", for 
and during the term hereof, so that such pooling or unitization shall have the following effect: 

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

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

(cl Production of the pooled mineral from the unit allocated to each separate tract, 
respectively, as hereinafter provided, shall be deemed to have been produced from each 
such separate tract in the unit, regardless of the actual location of the well or 
wells thereon, for all purposes under the terms of the respective leases or other 
contracts thereon and this Agreement. 

(dl All rights to the production of the pooled mineral from the unit, including royalties 
and other payments, shall be determined and governed by the lease or other contract 
pertaining to each separate tract, respectively, based upon the production so 
allocated to such tract only, in lieu of the actual production of the pooled mineral 
therefrom. Provided that, payments that are made on a per acre basis shall be reduced 
according to the number of acres pooled and included herein, so that payments made on 
a per acre basis shall be calculated based upon the number of acres actually included 
within the boundaries of the pooled unit covered by this Agreement. 

(el A shut·in oil or gas well located upon any land or lease included within said unit 
shall be considered as a shut·in oil or gas well located upon each land or lease 
included within said unit; provided, however, that shut·in oil or gas well royalty 
shall be paid to the State on each State lease wholly or partially within the unit, 
according to the terms of such lease as though such shut-in oil or gas well were 



(f) 

(g) 

(hi 

located on said lease, it being agreed that shut-in royalties provided in each State 
lease shall not be shared with other royalty owners. 

Notwithstanding any other provision hereof, it is expressly agreed that each State 
lease may be maintained in force as to areas lying outside the unitized area described 
in Exhibit "B" only as provided in each such lease without regard to unit operations 
or unit production. Neither production of the pooled mineral, nor unit operations 
with respect thereto, nor the payment of shut-in royalties from a unit well, shall 
serve to hold any State lease in force as to any area out.side the unitized area 
described in Exhibit •B" regardless of whether the production or operations on the 
unit are actually located on the State lease or non.. "Area" as used in this paragraph 
shall be based upon surface acres to the end that, e~cept as may otherwise be provided 
in each State Lease, the area inside the surface boundaries of the pooled unit, if 
held, will be held as to all depths and horizons. 

If the Railroad Commission of Texas {or any other Texas regulatory body having 
jurisdiction) shall adopt special field rules providing for oil and/or gas proration 
units of less than 533.42 acres, then Lessee agrees to either {l) drill to the density 
permitted by the Railroad Commission, (21 make application to the School Land Board 
of the State of Texas to reform the unit to comply with Railroad Commission unit 
rules, or (3) make application to the School Land Board of the State of Texas for such 
remedy as may be agreeable to the Board. 

This Agreement shall not relieve Lessee from the duty of protecting the State leases 
described in Exhibit "A" and the State lands within the boundaries of the pooled unit 
described in Exhibit •sn from drainage from any well situated on privately owned land, 
lying outside the unitized area described in Exhibit "8", but, subject to such 
obligation, Lessee may produce the allowable for the entire unit as fixed by the 
Railroad Commission of Texas or other lawful authority, from any one or more wells 
completed thereon. 

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

tj) Should this Agreement terminate for any cause, in whole or in part, the leases and 
other contracts affecting the lands within the unit, if not then otherwise maintained 
in force and effect, shall remain and may be maintained in force and effect under 
their respective terms and conditions in the same manner as though there had been 
production or operations under said lease or contract and the same had ceased on the 
date of the termination of this Agreement. 

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

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

FULL MARKET VALUE: 7. 

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

(a) As to royalty on oil by (11 the highest posted price, plus premium, if any, offered 
or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, 
of a like type and gravity for the field where produced and when run, or (2) the 
highest market price thereof offered or paid for the field where produced and when 
run, or (3) gross proceeds of the sale thereof, whichever is the greater; 

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

(For the purposes of this Agreement "field" means the general area in which the lands covered hereby are 
located. J 

EFFECTIVE DATE: 8. 

Upon execution by the Commissioner of the General Land Office of the State of Texas this Agreement shall become 
effective as of November 19, 1996; however, it is agreed that the State will participate in production from the 
Unit well or wells on a unitized basis from the date the pooled mineral was or is first produced. 

2 

t ., ... 
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Th1• Agreement •hall remain ln ettect •o long•• the pooled m1neral 1• being produced tront ••1d unlt, or •o long 
•• all lee•e• included 1n the pooled unit are ... 1nte1ned in force by payment of delay rental• or ahut ·ln oil 
or gae well royaltiee, by drilling or rework, or by other mean•, in accordance with tha tenne of ••1d l••••• 
Nothing herein ahall a,oend o r IIIOdify Section Sl.031 of the Natural Reeourcee Code, or any of the prov1•ion• 
thereof which are contained in any State leaee covered by thi• Agree~~nt . 

ST 1. TE !..a.ND 10 . 

Ineofer •• the royalty 1ntereet of the State of Te,uie in and under any State tract cOl!llllitted to the unit 1• 
concerned, th1• 1.greement la entered into, aade and executed by the under•igned Coc,,m1eeioner of the General !..and 
Office by virtue o! the authority and pureuant to the prov1eione of Su.bchapter I, ChApter Sl, o! the Naturel 
Reeourcee Code, authorizing the aal!I<!!, after the prerequiaitea. tindinga and approval hereof,•• provided 1n ••1d 
Code having been duly con•1dered, made and obtained. 

DIC:C:OLtn'ION 11 . 

The unlt covered by thu Agreement BIAY be diaeolved by Leaaee, hu heir•. •ucce••ore or •••19ns, by an 
1netrum~nt f1led tor record 1n Brazo• and Burle•on Countiea, Texa•, and a cert1t1ed copy thereof filed in the 
General !..and Office at any time after the ceaaation ot production on ••1d unit or the COffl'Pletlon of a dry hole 
thereon prior to production or upon •uch other date•• may be approved by the School !..and Board and mutually 
agreed to by the under•19ned partie•, their aucce••or• or •••igne . 

RATIFIC1.TION/W1.IV£R • 1:1 . 

Nothing in th11 Agreement, nor the approval of thi• Agreeiaent by the School Land Board, nor the execution of 
thla 1.greement by the Coc,,mia•ioner ahell 1 I ll operate•• a ratification or revivor of any State leaae that hae 
expired, terminated. or ha• been rele••ed in whole or ln part or tenainated under the teni1e of •uch State le••• 
or the law• applicable thereto; (:II conetltute • waiver or rel•••• of any claim for money, oil, gae or other 
hydrocarbon•, or other thing due to the State by reaaon of the ex1•tence or failure of euch leaae1 (31 
conet1tute a wa1ver or releaae of any clai• by the State that auch leaee 1• void or voidable tor any rea•on, 
including, without l1m1tation, violation• of the lawa of the State with re•pect to euch leaae or failure of 
con•1deration, (4 1 conatltute a confirmation or reCOCJTlition of any boundary or acreage of any tract or parcel 
of land 1n which the State he• or claime an intere•t; or 151 con•t1tute • ratification of, or a waiver or 
relea,e of any claim by the State with reepect to any violation of• •tatute. regulation, or any ot the COffllllOn 
law• of th1• State, or any breach of any contract, duty, or other obligation oved to the State . 

C9!1NTERPAATC: 13. 

Thia Agreement ... y be executed in counterpart• and lf ao executed ehall be valid, binding and have the••~ 
effect•• 1f all the partiea hereto actually ,oined in and executed one and the ••me document , For recording 
purpose• and in the event counterpart• of thia Agreement are executed, the executed pagea, together w1th the 
page, neceaaary to show acknowledgment• , ... y be combined with the other page• of thia Agree,nent so•• to fora 
whet 1hall b~ deem~d and treated•• a aingle original inetrument •hewing execution by all part1ea hereto . 

IN WITNESS WHEREOF, the parc1ea hereto have executed thie 1.greement upon the reepectlve date• indicated belo~ . 

Date Executed 

Date Executed 

ATTEST 

IA'gal 
Content: 
Geology 
Execution 

ST1.TII OF T 

By 

3 



CERTIFICATE 

I. Linda K Fiaher. Secretary of the School Land Board of the State ot Texaa, do hereby certify that at a 
meeting of the School Land Board duly held on the 19th, day of November, 1996 the foregoing in•trument waa 
presented to and approved by said Board under the provhion• o! Subchapter E, Chapter 52, of the Natural 
Resource• Code, all of which i• •et forth in the Minute• of the Board of which I am cu•todian. 

IN TESTIMONY WHEREOF, witne•• my hand thi• the 2.3.11. day of .-;;)., ~ , 199.2_ 

Secrc/;t;~ s"&oot %n1f1j!/J I 

STATE OF TEXAS 

COUNTY OF HAM Is 

ThlS instrument was acknowledged before me on f EB 8 
PR.E..S t.J:>ENT' o! Menard Energy Corporation, a 

aaid corporation 

• 199~. by ft1N.tl4~L s S I/AWiLl- u re fi9 corporation, on behalf of 

~na~·thea~ 
State of Texas 

4 
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3. 

Lessor 

Le ee: 
Dated: 
Recorded: 

Lessor· 
Lessee. 
Dated. 
Recorded: 

Lessor 
Lessee. 
Dated: 
Recorded: 

EXHIBIT ' 'A'' 
ttacbed to nod mnd n part of 

De ignntion of nit 
TerreU #4- 8 a nit 

dated o ember 21, 1996 

William J. Terrell and wife, Jane Terrell, William J. Terrell, 
Trustee, Terrell Family L.P. 
Menard Energy Corp. 
December 12, 1995, but effective January 1, 1996 
Vol. 25 14 , Page 273, Official Records, Brazos County, 
Texas 

Mary T. Pederson 
Menard Energy Corp 
December \ 2, 1995, but effective January I, 1996 
Vol. 25 14 , Page 267, Official Records, Brazo CoWJty, 
Texas. 

The tate of Texas (Oil & Gas Lease No M-97296) 
Menard Energy Corp. 
June 4 , 1996 
Vol. 2689, Page 75, Official Records, Brazos CoWJty, Texas, and 
Vol. 254, Page 735, Oil & Gas LeaseRecords of Burleson ounry, 
Texas 



. . .. . 

Terrell #4-H Gas Unit 
533.42 acres 

EXHIBIT "B" 
Attached to and made a part of 

Designation of Unit 
Terrell #4-H Gas Unit 

dated November 21, 1996 

Being 533.42 acres, more or less, out of the James Millican Survey, A-41, Brazos County, Texas. 
and the P. Singleton Survey, A-56, Burleson County, Texas, comprised of two tracts described as 

follows: 

Tract One: 65 acres of land, more or less, as described in Oil and Gas Lease executed by the 
State of Texas, as Lessor, to Menard Energy Corp., as Lessee, dated June 4, 1996 and recorded 
in Volume 2689, Page 75 of the Official Records of Brazos County, Texas, and in Volume 254. 
Page 735, Oil & Gas Lease Records of Burleson County, Texas. 

Tract Two· 468.42 acres ofland, more or less, out of the James Millican Survey, A-41. Brazos 
County, Texas, and being the westernmost 468.42 acres out of tbat certain 601.59 acre tract 
which is described in leases No. I (William J. Terrell, et al) and No. 2 (Mary Pederson) as listed 
on Exhibit "A" herein, to which reference is hereby made for descriptive purposes. 

• DEPTH LIMITATION 

This unit is limited to the Austin Chalk Formation defined as the stratographic interval ( or 
its correlative equivalent) occurring from 11,600 feet to 12,050 feet on the Dual Induction • SFL 
Compensated Neutron-Formation Density Schlumberger log of the Dalceo Resources Terrell No. 
4 well. 
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EXHIBIT '' II 

AtlBcbed to and made a part of 
De ignation of Unit 

Terrell #4-Il Gas nit 
dated ovember 21, 1996 

1000 1000 3000 

OA.U' lllC >CJ.a - n::rT 

-- -11< <,,; .nwt• J r-.._ ... .._,,,,., 

P. SINCLETON 
SURVEY, A-56 

ltUM.£SON COIJHTY, l'O'AS 

·-/ ~ ,~ __.,,, 
, J t I •_:_• .JI.,-----

.... n.1 ... ,_.._...,.,._. o..,,.c. 
""""'' - c.,.. ....., , _ <,.;,, ......... ., t-
L,.... N-. W- t1J'NJ 

<D 
CAU.CO 10 fJ .. c 
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T'061CA T ~Ot'IA noN, IHC. _, 
TDIAru HO, 4 IIC-OH1'Y 
o.cv - ,04• 
I' DJCT1u. TIOH f' HT SJ.J,I( 

c .. u.LO 2 l , •f AC AS SUIVACC LOCA nOH 
sve.ccr To u .. ,r I 

o.LLEO 5J3.,42 ,J.. ("_R£S UNIT I WE ~ 
....r,;u l ·~" tu. er AL 

O • C LIASC ,sr•/21J. 0 .111 C.. T, 
.wMY T Pc:ootSOH 

O • C LCASC 161 4/217, 0 .lf I C., r, 

DONALD W. LUlPE 
REOLSTERE..D PROP"ESSIONA.L 

l..A.ND S URVl:YO RS 
, ... ICn'tJ,,11,,H,.,.,..., 

' CL IOI.,,...,, _,..,.... "'"""' , _ , u.-.. n • tAJ/ r-, &l#-11n 

C.0. "" '"~ llf11'awC.(N 

ROBT. JIILLICAN 
SURVEY. A.- , 2 

MUZOS CO\JH N , T'CXAS 

~S. 0 IJfUJCAJ,i SV/1\,{Y, A- 41 
IJIAZOS COVHTY. rcx .. s 

.,. 

...., .._,..,, "''' c,..,, n.h . , , _ , __ --· _,,.,.,.. , 
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Texas General Land Office 
Garry Mauro. Commissioner 

MAY 12, 1997 

NORTHRIDGE ENERGY MARKETING CORP. 
ATTN SHARON FOWLER 
16945 NORTHCHASE, SUITE 1200 
HOUSTON, TX 77060-2132 

Re: MINERAL FILE MF-97296 
UNIT NO. 2549 

Dear Ms. Fowler: 

Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 78701-1495 
(512) 463-5001 

We have received the division order submitted by your company for 
the above referenced lease and filed same in our files. Please be 
sure to reference this mineral file number in all future royalty 
payments, reports and correspondence concerning the lease. 

The payment of royalties to the State of Texas is set by statute. 
As the execution of the division order may, in some cases, effect 

the payments of such royalties, it is not the policy of this 
office to. execute them. Insofar as allowed by law, the Texas 
General Land Office acquiesces in the sale of oil and gas under 
the terms and conditions set out in the lease. 

If you should have any questions, please feel free to call me at 
(512) 475-1494. 

Sincerely, 

JJo~.~ 
Joshua Sanchez 
Accounts Examiner 
Royalty Management 
Energy Resources 

JS/bh 

Pnntttd on 1ecyclttd pap.,, w,1t1 soybedn mk 
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OIL DMSION ORD R 

NORll{RlDOE ENERGY MARKETING CORP. 
1694.5 NORTiiCHASE. SUITE 1200 
HOUSTON, TX TI06IJ 
Att.enuo.. Oivi.,,oo. Orcl.r 0.p,utrm,:ol 

519197 

I.SE NO. TXCD33Q9 

LSE NAME. TBR:@fll ti 

OPERATOlt CD CONSULTING 

Each of t1.. p&rt.. lo t.lu. 01V1a10t1 Onl.r ("Dmaio4 Orel.. Party" or cclkdi..dy "Diwio.11 Ord.. P.rt.. j ~t. and 
warrant.a thA1 be it a.n owner of oil pm6Uttd &om the 1.,J ("I..nJj ck.cnkJ u EoUo... 

GIDDINGS (AUSTIN-CH.All( OAS) FIELD 
BRAZOS COUNYY, TEXAS 

Conu=nc!JlQ a.t 7.00 a.m. o.o DECEMBER 1, 1296 • ..n.d ell.di .. until furtkr notMY,, Noitli.nd,. Enfti)' 
Marl.tio9 Corp. ("Purch-r") ia aut.baru.ecl to -1,.,. ..U oil pt04uction horn. the l...nJ, fo, Lts own pwch...., or fo, .,...J,,, 
lo rec:tnoe pqment thcrrlor, ud to encl.a t1. proceecl. tb..fmm &nd pay tl,uJor u folk-.: 

INTEllEST OWNER f4 APPWS ___________ ~DMSION OF INTEREST 

SEE EXIDBIT "A" 

All of I.he provuo1ona •ppuru,Q oo tk ,- aide h.iwof a.re incozpout.d 1.n t.lu. O.vwon Ord.er by --.a •nd eecb 
D,-100 O.J.... Party •if'- I.bate.ch eucb pro,,1aion conmtut. an -tiJ part ol Uua OM.loo Onler ui W.. m&IUlft 

ud w4tl, tk ..ame forcr and &ct u U pnat.d a.l,o... lu, lltn&l\l.ff. 

'WITNESS I ATTEST: 

WITNESS I ATTEST: 

PAYMENT ADDRESS: 

1.H 
MAY-09-199? 14:09 

OWNER(S) 

B.,; 

O'WNER(S), 

SOCtAL SCCURITY arr 
TAX IDENTTFTCATION # 

D.te, _________ _ 

x 

SOCtAL SECURITY or 
TAX IDENTIFICATION II 

O.te:. __________ _ 

75% P.02 
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1 u, IOUOWmf ro-m a.re p ... t o( th. Oi'lilion Orckr on lbe moene t1de lienot aocl ... ,,, .,,uYitiu,,. - 11 
!-me toaJ,J end bindlnf upon c,,d, and cw:.ry O;....,ion O,..k.- Party al10""1 on tho ffl'CfN lf<i. hucol upon 

uttutlon of ..id Oiviaioo Ot-cleY by aueb Petty, and upon bi. tu«alOn, let.al t1~nbtiva end Htlft1t, willwNt 

rcf•,J lo wheUMr or not aay otb«t 0.-.011 Onb Puty or Perl•• he"Ye., ac,rut..l. 

1. oJ roccl-1 aocl pwd:i..d tuider tblt o, ... DOn OrJn .l..JJ btto,ne the pl'OJICrlr ol P,u~b- al th. time ol 
ncdpt "' Pucb..- Ot'. d.i,nat.l afml 01' cenw o{ Pu~b.ue,-. 11M t...... • oJ•, .. ..J ,n t.l,,. D~ 
Ord..,, .lull include Jl m.,L.wil.1-,wd h,d-...bcn... 

2. Scttlm,ait ,nd J»)'IMDt l,y Purchtar fur oJ _.,.j,..J uockr tbi. OmMDn Order .ball be •I the pricz i-tnl 
or paid l,y Pu..J.- f« ..U oil oo tho d.te ti., o.J i. .-;..J &., Pu,._, J.. uy lt1* ~ Ir.I&., l.w to 

b. d.Juct.d and pol l,y P...d.,wr. JE oil retti-l ", Purc:h.- unda- tlu. Owwoo Order iit .oU to ,not\­
purehaeer, eettlun..t ,ad J»ymcnl Jw1l lie on UN bu1t of th.. net p.-d, aul!rcJ b, Purcl,- hom th.. 
,,le aftu- .l.duct.on of ,ny ~ fur trauqort1t.ion encl hutm111l o( th, oJ prior to th• .. J. and any l.uH 

rcqulnd by J.w lob. cl.duct.I and pawl by Pureh,_,v 

3. S<ttkm~nl ,,,J i-rm-t .Jw.11 lie m.J.e on • n1ontlJy li..alt l,y cl,ecL mail.cl OJl or j!C'iot to th, 20th J.y ol 

tht month (ollowin9 th• month for wklch I'"'J"••nl ,. b.mi m.Je 

... 11.,. quanll\7 end q11ality of tlie otl produced 11• tit .. Om.ion o.Ja .hall be ddctmin.l in a«orclance 
.,ti. th. c\lltofN and prcw.llinf prutic. 1t tbc tum 1od pl.ce ol dcli""7 ,iJ eub,.cl lo nJ., e1'Ci 
mt11lat.1on, p-1,.d by aay ,c-mmcntal authcmty he ... ,.. , .. n,Jod.1on In tha ,,...._. Purch. .. .h.11 
nOt be mruir...l to ~ any oil unda lhie OM-Ion Orel., ~l i, not of a,a,:hant.J.I. qu.o.lrty. Por 
pwt- ol thlt OM.Ion O,J.., 1111rc:h.nblJc qu,l;ty ,...,,,. ..J tl1tl it not contamln1t.d ", any eul.tanee. 

not ll(l"' .. n, -..tecl wltli 011 anJ 11 .. 1 i, .u,t.IJ. '°" onliuery refmcry p.-in,. 

6 S.u.factory .l.tnc.t. or olbn ~ of utl. ah.JI b. fumwh.J to P11rchun al any bme •Dd ou d~ 
by PUJ'"dlaas Upon b.llwe to fum;J, euch twknc. ol title, In tb. -t of IIJ'f dalm tt\tt, In I.be 
-»able opinion of Pwchuer, ,J,..,..Jy aflocb tl.e title of •DY l.alff'C9t c:rcdlted -Ju tl,1, Oiviaion 
o.J..r, Pu~ .i..JI l.c cnlitl.d to withhold payn,ml for .JI oJ reccJ...d that pat.,,a, l.o t.l,. di.,uu,d 
intrr .. t untd th. c:l.un i, tettU to the .. t..f.dlon ol t.111 P .. rcl,aea lu th. -1th.It ,ny tull If U.J wilb 
rttpoCt to 1111. to any i.atnwt eul,fect lo th .. o, ... tion Onkr or: the ntf,t lo _.. ... the ptottcd. bm th.. 
.. i. Ot d1tr-ltlnn of pn,cl .. ct,on .. ,bjttt lo tl,i. o;....,011 Order, the .U..t...l Oiviaioo Orclcr P.rt, .lull 
,ncl<mn,fy and hold P~ harmlc. hon• ,ny ind ,U J.,bJity for lo.., c:o,,t,, d.atn.,... allomcy', b 
end any other a,c:ma -lltnlf E,.om the iuelpt Ot' cli.J-ilion cJ the a{f..t..l Omtion Ord.. Party', 
lo~ or tJ., proend, .tt,tbut,bl, lo tlM1t intcrwl lo th. CYC11I J .. t Pun:haea witlJiold. ,-y,11tnl to eny 

OIY\11011 OnL.r P,,ty punuonl lo tho p.,...;.io,u of tb. IJivl,lon Ord.,, t.h1 aG.cttd Olwion Qidn P1rty 
.UJ ind..mnl{y and l.olJ Pun:1..- t...nul- from •ny end all I .. J.J,ty for produd:ion, -ntt, lf"tl.erinf 
uc-. ul.. uJ eny ~er ltH1, indudint lnteftott aud pmellia, ,ttnl.utabk lo the intu.t of lhat pe-cty. 

6. Eac:b ownu al a -ddn, lntc1'tlt oo.....d I., th;. Oivwloo o.dcr w.n,nlt lb.et all oil 1- 1-.. ,a,Juood iJl 
.ceord.noe With JI ,ppl.c.Jil. J.w, riJn aocl ~UDD• 

7 . Eacl, Oiviaion Order Party J.,11 notify Pu«ha..r, in wrlllnf, of 1ny ch.n,c in the orn...J,ip iatu.t of 
llitt party A cl.anfe ln tJ.. OWMtllhlp b,tmwt al • Dmaioo Otdu Party .l..ll not b. JI.ct;,,. • to 

Pon:b.atu untJ Plll'Chutt bu l.n hlmiah-1 witl. -~ ewbca of tl,e ~ ol c,,mcnl.Jp and en 
atrt1ted tnnafn onkc ID a form ,a:q,wJ. lo P~ In th. ,...,onJJ. aaewe nl p..,.J,../1 
Judp,cnl . A lnndtt of ,niu.f J..11 not I. cll.ct,Ye u to Purd..- u.ntd U... {Int d.7 of th. month 

folJowlnlf th. ,_,ti, in wbkh notice of Un, lra....f.r If ~ by Purch..u. PutdiMtt wtlJI not I. 
mporwible foe cl.t«miru111f wl- any of llie ,ntr.rat cowttd l,y tlu. OIYWioo ~ rrmu lo olllff patl• 

or ~. any o~t m..d. prior lo llic rc«lpt nf not1c:e ol • rc¥CTWion of tJu. lnt-1 ol any DM.lou 

Orel., Party. 

8. n,,. 0.Yllion o.J. ehJl ~mai n in full '->tee 1nJ ell.ct unttl hlrthtt notx.. A ~ Ordn Party ll\8y 

u:ncel W. Oivi,i,on Ont. u lo the lnte79l o{ tl11 party by prowi.1n1 30 d.19' wdttm notice lo Pwchutt. 
In J,. ewnt ti.at a OM,to,, Ord. Party pn,"'ldc. nol1Ce lo Purch,...,. oi ~ t.rm!netioo of th, Di,Mloa 
Order, tbie Ohnalon ~ ah.all tcm,lnt~ u lo th.t Di•lon 0... Puty on ttM Elnt d.y ol tb. fint full 
month f.ollowinf the apuabOn 0£ the 30 day pmuJ. T m11i1wtlon l,y 101 Oimloo Orda P1rty or Puliae 
.b.,U not k effctnw., lo tl.t lnlowl of 1n7 otkr Oi..i.lon Oreb Party. 

9. 11,i. O,Wlloci Orel« IMJ I. necuted in "°"nterparta, ..ch of wl11d1 Ji.JI I. .1.-r..J &n orl,flnal for JI 
pur,-n 11,;. 0-noioon Onkr i.o 1,;ocl.n, on cech of the Oi1111oon Ord.er Patti. and t.h.u boeir1, ~ 
~nl.iU .. , IUCC\WOn an1l -1!111, ""I iii cffc:.:t,..., u lo ....:h ua.'\lllnj J»tly without tlao 11ci.-11y .,f 
uecution l,y .n of th. ptttia n.m.J aloow. 

10. Wl...-.ner lite cont.at ,lu.U .o ...qu,re, .n word. iu tbit I).,,"""' Ont., in th. nMl. ,c• ,hJJ be d«m.J lo 

include tbc b.J. Ot' DftllT ,-la. 
l'V=!Y-09- 1997 14:00 74% P. 03 
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EXHIBIT "A" 

CREDIT TO INtEREST 

1) MARY T. PEDERSON 0.08781448 RJ 
(Owner #105593) 

2) TERRELL FAMILY, LP 0.04390724, RI 
(Owner #105592} 

3) WILLIAM J. & JANE TERRELL 0.0090724 RI 
(Owner #105591) 

4,) TEXAS GENERAL LAND OFFICE 0.03046380 RI 
(Owner #102912) 

5) MENARD ENERGY CORP. 0 04390724 OR 
(Owner # 103441} 

6) MENARD ENERGY CORP. 0.07500000 WI 
(Owner #103441) 

7) GARRISON, LTD 0.67600000 WI 
(Owner # 105589) 

l'V=lY-09- 1997 14=08 88% P.04 
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Texas General 
Land Office 

• 

David Dewhurst 
Commissioner 

Stephen F. Austin Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463-5001 

• 

September 14,1999 

GENESIS CRUDE OIL LP 
ATTN: DIVISION ORDER DEPT. 
500 DALLAS SUITE 2500 
HOUSTON TX 77002 

Re: Property Name: TERRELL #4 
Mineral File No: M-097296 
Property Number: 40003413 

Dear Sir or Madam: 

We have received the division order submitted by your 
company for the above-referenced lease and added it to our 
files. Please be sure to reference this mineral file number 
in all future royalty payments, reports and correspondence 
concerning the lease. 

The payment of royalties to the State of Texas is set by 
statute. As the execution of the division order may in some 
cases affect the payments of such royalties, it is.not the 
policy of this office,to execute them. Insofar as allowed 
by law, the Texas General Land Office is acquiescent in the 
sale of oil and gas un~er the terms and conditions set out 
in the lease. "• 

If you should have any questions, please feel free to call 
me at (512) 463-5408. 

Sincerely, 

~~ Shirley Chou 
Accounts Examiner I 

Royalty and Revenue Processing 
Energy Resources 



August 5, 1999 

TO ALL INTEREST OWNERS 

Re: D. 0 . #40003413 - Terrell#4 
Brazos County, Texas 

Dear Owner: 

C~UD{ Oil . l. P 

We are pleased to advise that effective May 1, 1999, Genesis Crude Oil, L.P. is the 
de ignated purchaser of oil old from the referenced lease and will be making revenue 
disbursements. 

Enclosed are two copies of our division order covering your interest. One copy of the 
division order should be executed and returned to us in the enclosed envelope. The other 
copy (stamped "For Your Records - Not To Be Returned") should be kept for your files. 

• • •• The enclosed Form W-9 hould also be completed and returned to us along with your . . 
• • signed division order. 

• • • • 

. . • . • Also enclosed is an Instruction Sheet. Please review these instructions carefully before 
· : signing your division order . 

Your attention to this matter is appreciated. Please do not h esitate to call the 
·::: • undersigned or Beverly Foley at 860-2561 should there be any questions. 

Sincerely, 

~IS CRUitL, LPA .A_ _J~ 

KaLhy~en 
Division Order Manager 
(713) 860-2560 

Enclosures 

Gene is Crude Oil, L.P. · 500 Dallas, Suite 2500 · Houston, Texas 77002 · Tel: (7 13) 860-2600 · Fax: (713) 860-2638 

'\ 



To Genesis Crude 011, L.P. 
Gathering Division 
500 Dallas Suite 2500 
Houston, Texas 77002 

DIVISION ORDER 

Lease No. 4 0 0 0 3 4 13 

DATE AUGUST 05, 1999 

Each of 1he undersigned severally and not jointly certifiea It Is 1he legal owner of lhe ln1erest sel out below of all the produced from the GARR! SON 

LTD - TERRELL #4 

property. located In __;;;B;_RA---'...;Z...;O'""'S;;.._ ___ _ County/Parish, State of TEXAS ______ _...; __________ _ more pan1cularly descnbed II follows · 

TERRELL /t4 : SEE ATTACHED LEGAL DESCRIPTION 

STATE LEASE M-97296 

Effective 7 a.m. MAY Q l , 19 9 9 and untfl f rther wlnten otl e I b ac to the cond1 lo I co enan11 
and direction• hereof, Genetlt C,ude 011, L.P. !Payor), It• aucceuon end aulgn1, are authorized to receive an~ purchut auc'Jl ~ iln:l' ,t g/v, credit to t~e 1ollow~ng 

OWNER 
NO. 

. . ... .... . . . .. . 
.... . . ... 

LEASE 
NO 

4000341 3 

INTEREST CREDIT TO 
NAME ANO AOORfSS 

FOR DIVISION OF INTEREST SEE EXHIBIT "A" 
ATTACHED HERETO ANO MADE A PART HEREOF. 

THIS AMEEMENT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE LESSEE OR 
OPiAAibR OR ANY OTHER CONTRACTS FOR THE PURCHASE OF OIL. . . . 
The following provt1lon1 apply to Heh lnttrut owner (Owner) who excutu thra agrument: 

TERMS OF SALE: The underalgned w,11 be paid In accordance with the dlv11lon of 1n1erea11 Ht out ebove. The payor 11\all pay ell part1ea at the pnce agreed 
10 by the operator for 041 to be told pur,uant 10 1h1a divi,ion order PurcheHr ahall compute quenttty and make correc11on1 tor gravity and temperature and make 
deductton for 1mpur11te1 

PAYMENT: From the ettecuve data, payment is to be made monthly by peyor'a check, based on this d1v1s1on of 1nteres1, for 0tl run durtng the preceding calender 
month from the property ltsted ebove, lest texes required by lew to be deducted end remitted by the payor II purch11er Payments of less than $25 00 may be accrued 
before d1sbursemen1 un1il 1he lotal amount equals $25 00 or more, or before December 31 of each yur, whichever occurs first PayN agrees to refund to payor 
any amounts a11nbut1ble to an interesl or pert of an Interest that peyN does not own 

INDEMNITY : Owner 1gre11 10 Indemnify and hold payor harmless from all llabthry resulting from payments m1de to the owner in accordance wuh such d1v1slon 
of interest, lncludlng but not limited to 11torney feet or judgments In connection with any suit that affects owner' • interest to which payor IS made• party 

DISPUTE: WITHHOLDING OF FUNDS: If a su11 l1 filed thtt 1Hects the interest of owner, wnnen no11c1 ahall be given to payor by the owner together with 
a copy of the complaint or pentlon filed In the event of a claim or dispute thal affec1s !Ille 10 the d1V1s10n of 1n1erest credited herein. payor 11 authortud to w11hhold 
payments accunng to such lnterut, without 1n1eru1 unleu otherw,u required by 1pphcabte 1111\Jte, un11l 1h1 cl11m or d1spu11 11 sen1ed 

TERMINATION: Termination of the agreement 11 effecnve on the firsl day of the month that begins after the 30th day 1fter the date wnnen notice of 1erm,natt0n 
II received by either party 

NOTICES : Owner agrees to nouly payor In wnnng of any ch1nge 1n the div111on of lnterut, Including changu of lnter111 contingent on p1ymen1 of money or 
expiration of rime. No change of 1n1eru1 la binding on payor un11t a copy of the recorded Instrument of ch1nge or documents 11tlsf1ctorlly tVldenclng such change 
ue f\Jrn11hed to payor. Any change of ln11rest shill be made ett,ctive on the first day of the month following receipt of such notice by payor Any correspondence 
regarding this agreement shan be f\Jrn1shed 10 the addreuses liattd unlea otherwise adVlstd by either party 

IMPORTANT: NO PAYMENT WILL BE MADE UNTIL GENESIS CRUDE OIL. L P. HAS YOUR SOCIAL SECURITY{TAX 1.0. NUMBER . 

WITNESSES : SIGNATURE OF OWNER: 

FOR YOUR RECORDS 
NOT TO BE RETLJRNe~ 

Is your signature w itnessed? Is your correct address shown? 

OWNER' S SOCIAL SECURITY OR 
IRS TAX ACCOUNT NUMBER 

Include Zip Code 



LEASE NUMBER I 

LEASE NAME 
LOCATION 

OWNER NO, 

** 

•••• • • • •• • 
•••• • • • •• • 
• 

•••• • • • •• • 

• 
• •• • • • ••• 

10974 

89868 

C9098 

C9098 

• • 
: 

40003413 
'l'ERRELL #4 
BRAZOS 

INTEREST 

0.03046380 R 

0.85062896 w 

0.04390724 0 

0,07500000 w 

1.00000000 

EXHIBIT - A 
08/05/1999 PAGE 1 

TX 

CREDIT TO 

THE STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
AUSTIN TX 78701 

GARRISON LTD 
9901 IH 10 SUITE 200 
SAN ANTONIO TX 78230 

MENARD ENERGY CORP 
5701 WOODWAY #350 
HOUSTON TX 77057 

MENARD ENERGY CORP 
5701 WOODWAY #350 
HOUSTON TX 77057 



. . . .. . .... .. . 
. .. . . . .. 

... . . . . .. 

PAGE l of 2 

PROPERTY DESCRIPTION 

TERRELL # 4-H IT 
Brazos County, Texas 

LEASE rw. 40003413 

DE CRfl>TION: 533.42 acres, more or less, out of the James Millican Survey, A-41. 
Brazos County, Texas and the P. Singleton Survey, A-56, Burleson County, Texas being 
comprised of the following two tracts and being more particularly set out in that certain 
Designation of Unit dated November 21, 1996, and recorded in Volume 2728 Pages 205 
et seq. in the Official Deed Records ofBrazos County, Texas. 

TRACT I: 65 acres, more or less, as described in Oil and Gas Lease executed 
by the State of Texas, as Lessor, to Menard Energy Corp., as Lessee, dated June 4, 1996 
and recorded in Volume 2689, Page 75 of the Official Records of Brazos County, Texas, 
and in Volume 254, Page 735, Oil and Gas Lease Records of Burleson County, Texas. 

TRACT fl: 468.42 acres~ more or less, out of the James Millican Survey, A-41, 
Brazos County, Te..xas, and being the westernmost 468.42 acres out of that certain 60 I .59 
acre tract which is described in the following two leases . 

DEPTH LCMITATIO 

(i) That certain lease dated December 12, 1995, but 
effective January J, 1996 by and between William J . 
Terrell et al, as Lessor and Mccard Energy Corp., as 
Lessee. recorded in Volume. 2514, Page 273 et seq. in 
the Official Deed Records of Brazos County, Tex.as. 

(ii) That certain !ease dated December 12, 1995, but 
effective January 1, 1996 by and between Mary T. 
Pederson, as Lessor and Menard Energy Corp., as 
Lessee, recorded in Volume. 2514, Page 273 et seq. in 
the Official Deed Records of Brazos County, Texas. 

Ttus unit is limited to the Austin Chalk Fonnation defined as the stratagraphic 
inlervaJ ( or its correlative equivalent) occurring from J J .600 feet lo 12,050 feet on the 
Dual lnduction-SFL Compensated Neutron-Formation Density Schlumbergc:r log of the 
Dalceo Resources Terrell No. 4 well. 



•••• • • • ••• 
•••• • • • •• • 
• 

•••• • • • •• • 

• . .. 
• • • ••• 

EXHIBIT"A" 

LEASE DESCRIPTION 
TERRELL #4. 

PAGE 2 of 2 

Two tracts c! land out of the Phillip Singleton League, A-56, Burleson County, Texas, Totaling 
440.31 acres being a portion of the Oil, Gas anl1 Mineral Lease executed by 1essic B. Moore and the Oil, 
Oas and Mineral Lease executed by 1ack E. Havard as described below. 

Tract No. I: ±373.6 acres out of the Phillip Singleton Survey, 
Burleson County, Texas descrlbcd as Tract Two in that certain 
Wammty Deed from John IL Rizzo, et we to Jesse B. Moore recorded 
in Volume 124, Page 614, Deed ~rds of Burleson County, Texas, 
to which reference Is here made for descriptive pwposcs; 

Tract No. 2: :!:66. 71 aaes out of the Phillip Singleton League. A-56, 
Burleson County, Texas, being all of that certain 390.S acre tntct 
descnb:d in Royalty Deed dated August 11, 1982 executed by Jesse B. 
Moore, et al, recorded in Volume 310, Page 276, Deed Records of 
Burleson County, Te,cas, ONLY INSOFAR AS said tract covers 
ac:re:1gc outside the boundaries of the Seneca Resoun:es Corporation -
Jesse Moore 10-lH Unit descrlbcd In Designation of Unit executed by 
Seneca Resoun:es Corporation, et al, recorded In Volume 229, Page 
698, Oil and Gas Lease Records of Burleson County, Texas. 

The above dcscnb:d 440.31 acres Is Included In Oil, Gas and Mineral Lease dated November 7, 
1973 executed by Jesse B. Moore, Lessor to Jack D. Brogdon, Lessee (15/164 OGLR) and Oil, Oas and 
Mineral Lease dated March 28, 1979 executed by Jack E. Havard, Lessor to Randy Shawcll. lessee 
(25/874 OGLR). 



J 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Austin Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463·5001 

October 20, 2000 

CERTIFIED MAIL 
70000520002325035765 

EN GROUP RESOURCES LP 
815 WALKER STE 1443 
HOUSTON TX 77002 

RE: Notice of underpayment on State Lease M-097296 

Dear Sir, 

The Royalty Management Division of the Texas General Land Office 
has completed a limited review of the above referenced lease operated by 
Engroup Resources LP. Through this review, it was determined that $642.75 
has been underpaid to the State for the reporting periods December 1996 
through July 1998. This amount comprises $297.91 in additional royalty, 
$225.00 in penalty and $119.84 in interest, which has been computed through 
November 13, 2000, in accordance with Section 52.131 of the Texas Natural 
Resources Code. 

The following documents are attached in support of our findings: 

O A brief summary of our review (Attachment I); 

O Schedule supporting our royalty, penalty and interest calculations 
(Attachment II), and; 

O Procedures used for assessment of penalties and interest (Attachment III). 

To ensure your company remains in good standing with the General 
Land Office, please respond to this notice within 25 days of the above date. If 
your records reflect this royalty has been paid, please provide us with 
documentation of payments made and remittance dates. Payment of this notice 
should be submitted separately from monthly royalty payments you may be 
remitting. In order to ensure proper credit, your payment should be mailed to 
my attention along with a copy of this letter. 



Engroup Resources LP 
October 20, 2000 
Page2 

This notice in no way precludes the General Land Office from pursuing any claim or 
remedy related to this royalty payment. Additionally, this notice does not constitute an Audit 
Billing Notice as defined in Section 52.135 of the Natural Resources Code and, consequently, does 
not preclude the General Land Office from conducting further examinations of this or other leases 
operated and/or reported by Engroup Resources LP or from examining these or other issues and 
time periods in a future inspection of your books, accounts, reports or other records. 

If you have any questions, please call Shirley Chou at (512) 463-5408. 

Sincerely, 

Q.o U. ~~ 
{!,';;. King, ~upe4sor 
Royalty Management I Energy Resources 

JK/sc 



I 

A TIACHMENT I 

REVIE\V S~1ARY 

State Lease M-097296 

We have reviewed our records for the period of September 1996 through August 1999, to determine 
whether or not royalty for condensate and gas has been reported and paid correctly with respect to 
volume and price. Volumes reported to the Texas General Land Office (TGLO) were compared to 
volumes reported to the Texas Railroad Commission (TRRC) with any differences being noted. 

As a result of this review, it was determined that oil royalties were underpaid on Terrell #4 for 
December 1996 to July 1998. 

Therefore, we have concluded that additional royalty revenue is due in the following amount. 

Royalty 
$297.91 

Penalty 
$225.00 

Interest 
$119.84 

(See attachment II for supporting calculations) 

Total 
$642.75 



ENGROUP RESOURCES L P 
STATE LEASE NUMBER M-097296 
LEASE NAME TERRELL #4 
FIELD NAME GIDDINGS (AUSTIN CHALK GAS) 
BRAZORIA COUNTY, TEXAS 
RCC GAS WELL ID# 03-162090 
STATE'S ROYALTY DECIMAL: 

(1) 

0.25 

(2) (3) 
------- -- =-=-=-----================ ======== ====== ===== ===-----== 

: ARC OIL : TRACT GROSS 
MONTH : PROD (BBLS): PARTICIPATION PRICE VALUE 

(A) (A) '.121855 (B) 
(1 )x(2) 

----
Dec-96 1,708 208.13 24.210 5,038.79 
Jan-97 3,504 426.98 24.160 10,315.83 
Feb-97 553 67.39 21.080 1,420.49 

Mar-97 359 43.75 19.880 869.67 

Apr-97 737: 89.81 18.810 1,689.27 
May-97 382: 46.55 19.770 920.27 
Jun-97 750: 91.39 17.950 1,640.47 
Jul-97 7: 0.85 17.950 15.31 

Aug-97 806: 98.22 18.290 1,796.35 
Sep-97 754: 91.88 18.233 1,675.22 
Oct-97 196: 23.88 19.810 473.13 
Nov-97 216: 26.32 18.590 489.30 
Dec-97 399: 48.62 16.777 815.70 
Jan-98 208: 25.35 16.777 425.23 
Feb-98 176: 21.45 14.350 307.76 
Mar-98 202: 24.61 12.850 316.30 
May-98 196: 23.88 12.740 304.28 
Jul-98 186: 22.67 11.590 262.69 

----
11,339 28,776.06 

COMMENTS: 

ATTACHMENT II 

(4) (5) (6) 
== =========== == ========= == =========== 

ROYALTY ROYALTY : ADDITIONAL 
DUE PAID : ROYALTY DUE 

(3)x(0.25) (4)-(5) 

1,259.70 1,184.16 75.54 
2,578.96 2,451.93 127.03 

355.12 338.78 16.34 

217.42 207.43 9.99 

422.32 399.40 22.92 
230.07 448.50 (218.43) 
410.12 405.78 4.34 

3.83 0.00 3.83 
449.09 417.62 31.47 
418.81 416.01 2.80 
118.28 114.43 3.85 
122.33 109.95 12.38 
203.93 189.18 14.75 
106.31 0.00 106.31 
76.94 0.00 76.94 
79.08 73.45 5.63 
76.07 74.36 1.71 
65.67 65.16 0.51 

7,194.05 6,896.14 297.91 

(A). OIL AND SKIM OIL VOLUMES DERIVED FROM THE RAILROAD COMMISSION ANNUAL PRODUCTION LEDGERS. 

(B). PRICES ARE OBTAINED FROM GL0-1 REPORTS. 

PENALTY/ 
INTEREST DATE: 

11/13100 

(7) (8) (9) 

Accts Examiner: SCHOU 
DATE: 10/20/00 

(10) (11) 
================ ========= == ========= ===== =---====== = --------

: NET ROYALTY NUMBER OF PENALTY INTEREST TOTAL 
DUE DAYS LATE DUE DUE DUE 

LESS CREDIT 
: (6)+(8)+(9) 

75.54 1377 25.00 32.73 133.27 
127.03 1349 25.00 53.87 205.90 

16.34 1318 25.00 6.76 48.10 

9.99 1288 25.00 4.04 39.03 

22.92 1257 25.00 9.03 56.95 
(218.43) 1227 0.00 0.00 (218.43) 
(214.09) 1196 0.00 0.00 4.34 

(210.26) 1165 0.00 0.00 3.83 

(178.79) 1135 0.00 0.00 31.47 
(175.99) 1104 0.00 0.00 2.80 
(172.14) 1074 0.00 0.00 3.85 
(159.76) 1043 0.00 0.00 12.38 
(145.01) 1012 0.00 0.00 14.75 

(38.70) 984 0.00 0.00 106.31 
38.24 953 25.00 11.24 113.18 

5.63 923 25.00 1.60 32.23 
1.71 862 25.00 0.45 27.16 
0.51 800 25.00 0.12 25.63 

225.00 119.84 642.75 

(C). SEE ATTACHMENT Ill, 'SUMMARY OF PENAL TYnNTEREST ASSESSMENT RULES', FOR EXPLANATION OF PENAL TY AND INTEREST CALCULATION. 

1 OF 1 



PENAL 1Y {3} 
• For delinquent royalty 

• For delinquent report, 
affidavit, or otner 
document 

lEREST 
• For delinquent roya;ry 

ATTACHMENT Ill 

SU MM.ARY OF PENAL1Y/INTEREST ASSESSMENTRULES 
FOR DEUNQUENT ROYALTIES AND DELINQUENT 

REQUIRED REPORTS OR DOCUMENTS 

DUE BEFORE 10-"1~75 
(Pro ducUon Prior 
to 6-1-7$) 

NONE 

NONE 

6~o per year, comp:> nded 
annually; accrual begins so 
days after due date {1) 

DUE Af;rER/ O-lt-"l~ AND 
8EF S9-1.:.a5 

(Productfoo e.-1-1s tnru 
d-so-.85 

Toa greater ot 1% of the delinquent 
amount or $5.00 for each 30-day 
dellnQuency 

$5.00 per document for each so-day 
period of de!lnquency 

6% per year, compounded 
annually; accrual begins so 
drtJa after due date (1) 

( 1) Tex. Rev C1v Stat. AM., Article 5069- 1 .03 and related case law. 

' DUE AFlcR Q- i-6~ 
(Pro<10otlon '7- 1-f:JS . 

F~r.ward) 

For delinquencies of so days or less, 
the greatar of 5% of the delinquent 
amoWlt or $25.00 
For delinquencies of more than so days, 
the greater of "10% of the delinquent 
amoWlt or $25.00 

$10.00 per document for each 30-day 
period of delinquency 

12°~ per year, simple; accrual begins 60 
days after due date (2) 

12) Tex. aL Res. Code AM. § 52.131 (g). 

l3) Pena!ties are not assessed In cases of title dispute as to the state's portlon of the royalty or to royalty In dispute as to fair market 
val e except when fraud ls Involved, In which case the fraud penalty Is applicable. Penalty p<ovlslons are found at 

Tex. Nat Res. Code Ann. § 52.131 (e) , (f), & (h). 

A royalty pa1ment that Is ~ot accompanied bf the required royalty affidavit tnden 'tying the GLO lease number ls delinquent 

The &ate· s power to forf ett a lease shall not be affected 't:1of the assessment or payment ot any dellnq ency, penalty, or Interest. 

, ... 





UNITED STATES POSTAL SERVICE 

... 
• Sender: Please pnnt your name, address, anf.ZIP 

·1 

r 
TEXAS GENERAL LAND OFFIC& 
P.O. BOX 12873 r . 

First-Class Melli 
Postage & Fees Paid 
USPS 

r:, Perrnit No G-10 

,..._ 

AUSTIN, TEXAS 78711-2873 n cX\ r , .Jl ... "'«) 
0311 1 ~~ ~v ~ 

-1\ ,?> h 
~<.. ~ 

~A ~ 



SENDER: COMPLETE THIS SECTION 

• Complete Items 1, 2 , and 3. Also complete 
item 4 if Restncted Delivery IS desll9d. 

• Pmt your name and address on the rev~ 
so that we can return the card to you. 

• Attach this card to the back of the mailp,ece, 
°' on the front If space pemllts 

1 Att,c;te Addres5ed to 

J)~-~J_ 
910/Jf/ , JO)~ ~ 
~Uc.,,..,(.D ~Jo 

O Agent 
J O Addressee 

O Is cletvery ~ c:fflaw,t from nam 1? 0 v. 
If YES, enter delivery eddress below: 0 No 

3 ~ype 
[D""'Cert,fted Ma.ii O Express Mail 

O Registered O Return Receipt for Man;handise 

O lnsnd Mllll O C.00 

Al Restncted Dewwy7 (Exira Fee) 0 Y• 

PS Form 3811 , July 1999 Domestic Retum Rece,pt 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

• 

Stephen F. Austin Building 

1700 North 
Congress Avenue 

Austin, Texas 
78701·1495 

512·463·5001 

GARRISON LTD 
9901 Ill 10 SUITE 200 
SAN ANTONIO TX 78230 

November 13, 2000 

CERTIFIED MAIL 
70000520002325035819 

RE: Notice of underpayment on State Lease M·097296 

Dear Sir, 

The Royalty Management Division of the Texas General Land Office 
has completed a limited review of the above referenced lease operated by 
Engroup Resources LP. Through this review, it was determined that $642.75 
has been underpaid to the State for the reporting periods December 1996 
through July 1998. This amount comprises $297.91 in additional royalty, 
$225.00 in penalty and $119.84 in interest, which has been computed through 
November 13, 2000, in accordance with Section 52.131 of the Texas Natural 
Resources Code. 

The following documents are attached in support of our findings: 

O A brief summary of our review (Attachment I); 

O Schedule supporting our royalty, penalty and interest calculations 
(Attachment II), and; 

O Procedures used for assessment of penalties and interest (Attachment III). 

To ensure your company remains in good standing with the General 
Land Office, please respond to this notice within 25 days of the above date. If 
your records reflect this royalty has been paid, please provide us with 
documentation of payments made and remittance dates. Payment of this notice 
should be submitted separately from monthly royalty payments you may be 
remitting. In order to ensure proper credit, your payment should be mailed to 
my attention along with a copy of this letter. 



Garrison LTD 
November 13, 2000 
Page 2 

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

This notice in no way precludes the General Land Office from pursuing any claim or 
remedy related to this royalty payment. Additionally, this notice does not constitute an Audit 
Billing Notice as defined in Section 52.135 of the Natural Resources Code and, consequently, does 
not preclude the General Land Office from conducting further examinations of this or other leases 
operated ancVor reported by Engroup Resources LP or from examining these or other issues and 
time periods in a future inspection of your books, accounts, reports or other records. 

If you have any questions, please call Shirley Chou at (512) 463-5408. 

Sincerely, 

1., ~. ~"1 
f ~; A King, Supdrvisor 
Royalty Management I Energy Resources 

JK/sc 



A TT A Clll\fENT I 

REVIE\V SUMMARY 

State Lease M-097296 

We have reviewed our records for the period of September 1996 through August 1999, to determine 
whether or not royalty for condensate and gas has been reported and paid correctly with respect to 
volume and price. Volumes reported to the Texas General Land Office (fGLO) were compared to 
volumes reported to the Texas Railroad Commission (fRRC) with any differences being noted. 

We sent the original billing to current operator-Engroup Resources LP on October 20,2000. They 
replied to us on November 9, 2000. They advised us to contact you regarding this underpayment 
notice. 

As a result of this review, it was determined that oil royalties were underpaid on Terrell #4 for 
December 1996 to July 1998. 

Therefore, we have concluded that additional royalty revenue is due in the following amount. 

Royalty 
$297.91 

Penalty 
$225.00 

Interest 
$119.84 

(See attachment II for supporting calculations) 

SC 

Total 
$642.75 
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GARRISON LTD 
STATE LEASE NUMBER M-097296 
LEASE NAME TERRELL #4 
FIELD NAME GIDDINGS (AUSTIN CHALK GAS) 
BRAZORIA COUNTY, TEXAS 
RCC GAS WELL ID# 03-162090 
STATE'S ROYALTY DECIMAL: 

(1) 

0_25 

(2) (3) 
------= == ------======--===--------- ===----- ------ ----- ----------

: ARC OIL : TRACT GROSS 
MONTH : PROD (88LSJ: PARTICIPATION PRICE VALUE 

(A) (A) •.121855 (8) 
(1)x(2) 

----
Dec-96 1,708 208.13 24.210 5,038.79 
Jan-97 3,504 426.98 24.160 10,315.83 
Feb-97 553: 67.39 21.080 1,420.49 
Mar-97 359 : 43.75 19.880 869.67 
Apr-97 737: 89.81 18.810 1,689.27 

May-97 382: 46.55 19.770 920.27 
Jun-97 750: 91.39 17.950 1,640.47 
Jul-97 7: 0.85 17.950 15.31 

Aug-97 806: 98.22 18.290 1,796.35 
Sep-97 754: 91.88 18.233 1,675.22 
Oct-97 196: 23.88 19.810 473.13 
Nov-97 216: 26.32 18.590 489.30 
Dec-97 399: 48.62 16.777 815.70 
Jan-98 208: 25.35 16.777 425.23 
Feb-98 176: 21.45 14.350 307.76 
Mar-98 202: 24.61 12.850 316.30 
May-98 196: 23.88 12.740 304.28 
Jul-98 186: 22.67 11.590 262.69 

----
11,339 28,776.06 

COMMENTS: 

ATIACHMENTII 

(4) (5) (6) 

== =====---==== == ========= ============== 
ROYALTY ROYALTY : ADDITIONAL 

DUE PAID : ROYALTY DUE 

(3)x(0.25) (4)-(5) 

1,259.70 1,184.16 75.54 
2,578_96 2,451.93 127.03 

355.12 338.78 16.34 
217.42 207.43 9.99 
422_32 399.40 22.92 
230.07 448.50 (218.43) 
410.12 405.78 4.34 

3.83 0.00 3.83 
449.09 417.62 31.47 
418.81 416.01 2.80 
118.28 114.43 3.85 
122.33 109.95 12.38 
203.93 189.18 14.75 
106.31 0.00 106.31 

76.94 0.00 76.94 
79.08 73.45 5.63 
76.07 74.36 1-71 
65.67 65.16 0.51 

7,194.05 6,896.14 297.91 

(A). OIL AND SKIM OIL VOLUMES DERIVED FROM THE RAILROAD COMMISSION ANNUAL PRODUCTION LEDGERS. 

(8). PRICES ARE OBTAINED FROM GL0-1 REPORTS. 

Accts Examiner: SCHOU 
DATE: 10120/00 

PENALTY/ 
INTEREST DATE: 

11113100 

(7) (8) (9) (1 O) (11) 
=----========---== ========== == ======== ===== ========== ========== 

: NET ROYALTY NUMBER OF PENALTY INTEREST TOTAL 
DUE DAYS LATE DUE DUE DUE 

LESS CREDIT 

: (6)+(8)+(9) 

75.54 1377 25.00 32.73 133.27 
127.03 1349 25.00 53.87 205.90 

16_34 1318 25.00 6.76 48.10 
9.99 1288 25.00 4.04 39.03 

22.92 1257 25.00 9.03 56.95 
(218.43) 1227 0.00 0.00 (218.43) 
(214.09) 1196 0.00 0.00 4.34 
(210.26) 1165 0.00 0.00 3.83 
(178_79) 1135 0.00 0.00 31.47 
(175_99) 1104 0.00 0.00 2.80 
(172.14) 1074 0.00 0.00 3.85 
(159.76) 1043 0.00 0.00 12.38 
(145.01) 1012 0.00 0.00 14.75 
(38.70) 984 0.00 0.00 106.31 
38.24 953 25.00 11.24 113.18 

5.63 923 25.00 1.60 32.23 
1-71 862 25.00 0.45 27.16 
0.51 800 25.00 0.12 25.63 

225.00 119.84 642.75 

(C). SEE ATTACHMENT Ill, 'SUMMARY OF PENAL TY~NTEREST ASSESSMENT RULES', FOR EXPLANATION OF PENAL TY AND INTEREST CALCULATION . 
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CRAWFORD HUGHES 
ENtRGY. LLC 

770 Sou1h Post Onk lnnc 

Suite 520 

llou ton. Tcus 77056 

r ox 713 t,26-9698 

713 626-2637 

• 

March 23, 20 11 

Texas General Land Office 
P. 0 . Box 12873 
Austin, Texas 7781 1 

Attn: Mineral Leasing 
Tracey Throckmorton 

Re: Notice of expired Oil and Gas Leases 
M-102004, M-102346, Burleson County, Texas 
an@72~ Brazos & Burleson aunties, Texas 

Ms Tor km rt 
" Tt,.,m,'ri e I-{ Z -/ -Io 

. oc o on, 

Please be advised that lhc above tate of Texas Oil and Gas Leases have 
expired, due to lack of production. 

late of Texas il and Gas Leases M-102004 ( tale of Texas, as Lessor, to 
Menard Energy Corporation, as Lessee, recorded in Volume 554, Page 270 of 
the Official Public Records of Burleson County, Texas) and M-102346 ( tate 
of Texas, as Lessor, to Crawford Energy Operating Company, as Lessee, 
recorded in Volume 569, Page 270 of the Official Public Records of Burleson 
County, Texas) were part of the rawford Hughes Operating Company -
Jessie Moore 11 -II Unit (Unit #3172), API# 42-051-33457, a horizontal well 
that no longer produces oil or gas. The weU will be re-completed as a vertical 
lease well that will not include any minerals owned by the late. 

Additionally, late of Texas Oil and Gas Lease M-97296 ( tate of Texas, as 
Lessor, to Menard Energy Corporation, as Lessee, recorded in Volume 2689, 
Page 73, 0. fficial Records, Brazos County, Texas and Volume 254, Page 735,p? 
Oil & Gas Lease Records of Burleson County, Texas) was part of the 
Crawford Hughes perating Company - Terrell #41I Gas Unit (Unit #2549), 
API# 42-041-31151 , a horizontal well that no longer produces 011 or gas and 
was plugged and abandoned in June 2010. 

bould you have any questions, please feel free to call me at 713-626-2637, 
ext. I 09. 

yy~ 

S tepben I · 11 
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