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APPLICANT
AGREEMENT

APPLICANT
IDENTIFICATION
TO APPEAR ON
LEASE (type/print)

, o
ﬁ 7/87584 s ey !
- ! )
OCTOBER 1, 1996 % |
MINERAL LEASE BID APPLICATION ‘
Texas General Land Office ED - CA-040(8-93) ¢

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

Name  Iinion Pacific Resources Company

Address 801 Cherry Street

City Fort Warth State Texas Zip 76102-6852

(Include +4 Code)

hone z 717= Attn: Mr. Greg Smith

Boundary line J. Cole A-3
P & A Hope A-62 &

AREA County(ies)__Washingotn Survey/Area_ James Walker A-106
DESCRIPTION (If Applicable)
Block/Tsp. Section/Tract | Acres__5.00
(If Appiicable) Tract 1 is bound on the Northwest by the centerline of
washington County Road 65 crossing said creek and is bound on the
Southeast by the centerline of W ngton County Road 8l crossing
said creek § 65579
BID (A) Cash Bonus Enclosed (S) 500.00 (type/print amount below)
SUBMISSION
Five Hundred and 00/100 ~7ANCC 0N
o | U UV
(B) Sales Fee Artached (5) 7.50 (type/print amount below)
Seven dollars and 50/100
This Sales Fee is 1 - 1/2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.
MGL. NO. APPLICANT (same as above) BONUS AMOUNT ONLY (A)
(Do Not include sales fee)
69 Union Pacific Resources Company
($) 500.00
APPLICANT
TAX LD. #

SIGNATURE OF
AGENT
(type/print below)
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OIL AND GAS LEASE
NO. M-97584

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

TRACT 1, MEM YEAR CREEK, WASHINGTON COUNTY, TEXAS, CONTAINING APPROXIMATELY 5 ACRES, 1S BOUND OM THE NORTHWEST BY THE CENTERLINE OF
WASHINGTON COUNTY ROAD 65 CROSSING SAID CREEK AND 1S BOUND ON THE SOUTHEAST BY THE CENTERLINE OF WASHINGTON COUNTY ROAD 81 CROSSING
SAID CREEK,

wag, after being duly advertised, offered for lease on the 1st day of October, 1996, at 10:00 o’clock a.m., by the Conmissioner of the
General Land Office of the State of Texas and the School Land Board of the State of Texas, for the sole and only purpose of prospecting
and drilling for, and producing oil and/or gas that may be found and produced from the above described area; and

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Conmissioner of the General
Land Office and the School Land Board at a regular meeting thereof in the General Land Office, on the 1st day of October, 1996,
hereinafter the "effective date" and it was found and determined that Union Pacific Resources Company whose address is 801 Cherry
Street, Fort Worth, TX 76102-6852 had offered the highest and best bid for a lease of the area above described and is, therefore,
entitled to receive a lease thereon:

NOW, THEREFORE, 1, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as
“Lessor," whose address is Austin, Texas, by virtue of the suthority vested in me and in consideration of the payment by the hereinafter
designated Lessee, the sum of Five Hundred and 007100 Dollars ($500.00), receipt of which is hereby acknowledged and of the royalties,
covenants, stipulations and conditions contained and hereby agreed to be paid, observed and performed by Lessee, do hereby demise,
grant, lease and let unto the above mentioned bidder the exclusive right to prospect for, produce and teke oil and/or gas from the
aforesaid area upon the following terms and conditions, to-wit:

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

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

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

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




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

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

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

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

(1) On the basis of the highest market price of each product, during the same month in which such product is produced, or

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

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in the event production
in paying quantities is established pursuant to the terms of this lease and such production is brought on. line and sales thereof are
commenced within eighteen (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to 20X, and shall
apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such eighteen (18) month
term during which Lessee may earn a reduced royalty rate of 20X as herein provided, Lessee should drill in good faith and complete the
first well as a dry hole on the land covered by this lease, Lessee may receive a three (3) month extension of the term in which to earn
a reduced royalty rate by giving notice to the Commissioner of the General Land Office, commencing drilling operations on an additional
well prior to the expiration of such three (3) month period and prosecuting diligently and in good faith the drilling of such additional
well and completing same so that production in paying quantities is established and so that such production is brought on line and sales
thereof are commenced prior to the expiration of such three (3) month extension period.

(ii) In the event production in paying quantities is established pursuant to the terms of this lease and such production is
brought on line and sales thereof are commenced after the expiration of eighteen (18) months from the effective date hereof but prior
to the expiration of thirty-six (36) months from the effective date hereof, the royalty rate provided herein shall be reduced to 22.5%
and shall apply to each subsequent well drilled and produced on the land covered by this lease.

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

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

Lessor’s right to take its royalty in kind shall not diminish or negate Lessor’s rights or Lessee’s obligations, whether express or
implied, under this lease.




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

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

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

5. ROYALTY PAYMENTS AND REPORTS: ALl royalties not taken in kind shall be paid to the Conmissioner of the General Land Office
at Austin, Texas, in the following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently
provide that royalty on oil is due and must be received in the General Land Office on or before the S5th day of the second month
succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the 15th
day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized
agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of all oil
and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross
production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or
memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority
of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall. be accompanied
by a check stub, schedule, sumary or other remittance advice showing by the assigned General Land Office lease number the amount of
royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then
Lessee owes a penalty of 5X on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10X of the royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest
at a rate of 12X per year; such interest will begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or
ceusing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate
to prohibit the State’s right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due.
The above penalty provisions shall not apply in cases of title dispute as to the State’s portion of the royalty or to that portion of
the royalty in dispute as to fair market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Conmissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner
with copies of all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within
thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received
by the General Land Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. ALl other
contracts and records pertaining to the production, transportation, sale and marketing of the oil and gas produced on said premises,
including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and pipelines shall at all times be
subject to inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the
representative of any of them.

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

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

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing
oil or gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling

such additional well or wells as may be reasonably necessary for the proper development of the leased premises and in marketing the
production thereon.




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

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or
extended term it shall further terminate as to all depths below 100 feet below the total depth drilled (hereinafter “deeper depths")
in each well located on acreage retained in Paragraph 7 (A) above, unless on or before two (2) years after the primary or extended
term Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page
1 hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be
delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper

“depths covered by this lease. . I

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

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

of the Coomissioner and with his written approval, may the payment of a compensatory royalty satisfy the obligation to drill an offset
well or wells required under this Paragraph.

. 9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: 1f, during the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the
discovery and actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease
shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of
production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in
the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) days prior thereto, a
dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee’s rights shall remain in full
force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed production in paying
quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking
operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under Paragraph
10. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within
the primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental
paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure
to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in
oil or gas well is located on the leased premises payments may be made in accordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or
reworking operations within sixty (60) days after such cessation, and this Lease shall remain in full force and effect for so long as
such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. 1f such
drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect for so long
as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or payment of
compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in the




completion of @ well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking operations
within sixty (60) days after the completion of the well as a dry hole, and this Lease shall remain in effect so long as Lessee continues
drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days.
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production.

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

12. COMPENSATORY ROYALTIES: 1f, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil
or gas is sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and
completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease
by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the
royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying compensatory royalty at the
royalty rate provided in the lease of the market value of production from the well causing the drainage or which is completed in the
same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly
to the Commissioner beginning on or before the last day of the month following the month in which the oil or gas is produced from the
well causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the
leased premises; if the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas
royalty, Lessee shall pay an smount equal to the difference within thirty (30) days from the end of the 12-month period; and none of
these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided
in N.R.C. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the payment
of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid
will accrue penalty and interest in accordance with Paragraph 5 of this lease.

13. EXTENSIONS: 1f, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the
leased premises but drilling operations are being conducted thereon in good faith and in a good and workmanlike manner, Lessee may,
on or before the expiration of the primary term, file in the General Land Office written application to the Comissioner of the General
Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease
covers six hundred forty (640) acres or less and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640)
acres and the Commissioner shall, in writing, extend this lease for a thirty (30) day period from and after the expiration of the
primary term and so long thereafter as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such
drilling operations are being conducted make like application and payment during any thirty (30) day extended period for an additional
extension of thirty (30) days and, upon receipt of such application and payment, the Commissioner shall, in writing, again extend this
lease so that same shall remain in force for such additional thirty (30) day period and so long thereafter as oil or gas is produced
in paying quantities; provided, however, that this [ease shall not be extended for more than a total of three hundred ninety (390) days
from and after the expiration of the primary term unless production in paying quantities has been obtained.

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

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

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

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



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

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

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

17. ASSIGNMENTS: The lease may be transferred at any time. All transfers must reference the lease by the file number and must
be recorded in the county where the area is located, and the recorded transfer or a copy certified to by the County Clerk of the county
where the transfer is recorded must be filed in the General Land Office within ninety (90) days of the execution date, as provided by
N.R.C. Section 52.026, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date of receipt by
the General Land Office of such transfer or certified copy thereof. Every transferee shall succeed to all rights and be subject to
all obligations, liabilities, and penalties owed to the State by the original lessee or any prior transferee of the lease, including
any Liabilities to the state for unpaid royalties.

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

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

20. FORFEITURE: 1f Lessee shall fail or refuse to make the payment of any sum within thirty (30) days after it becomes due, or
if Lessee or an authorized agent should knowingly make any false 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 law and the rules and regulations adopted by the
Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with
rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or refuse the proper
authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give
correct information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a correct log of any well,
or if Lessee shall knowingly violate any of the material provisians of this lease, or if this lease is assigned and the assignment is
not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the
area shall again be subject to lease to the highest bidder, under the same regulations controlling the original sale of leases.
However, nothing herein shall be construed as waiving the automatic termination of this lease by operation of law or by reason of any
special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the
rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with the
provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto.

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

22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and amendments thereto,
promulgated by the Commissioner of the General Land Office governing drilling and producing operations on Permanent Free School Land,
payment of royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and
ordinances that may affect operations under the provisions of this lease. Without Limiting the generality of the foregoing, Lessee
hereby agrees, by the acceptance of this lease, to be bound by and subject to all statutory and regulatory provisions relating to the



General Land Office’s audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas
Administrative Code, Chapter 4, and Texas Natural Resources Code Sections 52.135 and 52.137 through 52.140. In the event this lease
covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigation or
other purpose incident to the operation of a port, then Lessee shall not be entitled to enter or possess such land without prior
approval as provided under Section 61.117 of the Texas Water Code, but Lessee shall be entitled to develop such land for oil and gas
by directional drilling; provided, however, that no surface drilling location may be nearer than 660 feet and special permission from
the Commissioner of the General Land Office is necessary to make any surface location nearer than 2,160 feet measured at right angles
from the nearest bulkhead line or from the nearest dredged bottom edge of any channel, slip, or turning basin which has been authorized
by the United States as a federal project for future construction, whichever is nearer.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted to remove
the casing or any part of the equipment from any producing, dry, or abandoned well or wells without the written consent of the
Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written consent of said
Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery,
appliances or property owned by Lessee and used by Lessee in the development and production of oil or gas therefrom until all dry or
abandoned wells have been plugged and until all slush or refuse pits have been properly filled and all broken or discarded lumber,
machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his authorized
representative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied 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, fires, acts of God or any order, rule or regulation of goverrmental authority, then while so prevented, Lessee’s
obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Commissioner of the
General Land Office in support of Lessee’s contention and Lessee shall not be liable for damages for failure to comply therewith (except
in the event of lease operations suspended as provided in the rules and regulations adopted by the School Land Board); and this lease
shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil
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. RAILROAD COMMISSION HEARINGS ON GAS: No natural gas or casinghead gas, including both associated and non-associated gas,
produced from the mineral estate subject to this lease may be sold or contracted for sale to any person for ultimate use outside the
State of Texas unless the Railroad Commission of Texas, after notice and hearing as provided in 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; (b) no private or public hospital, nursing home, or other similar health-care facility in this State requires
the natural gas or casinghead gas to meet its existing needs for fuel; (c) no public or private school in this State that provides
elementary, secondary, or higher education requires the natural gas or casinghead gas to meet its existing needs for fuel; (d) no
facility of the State or of any county, municipality, or other political subdivision in this State requires the natural gas or
casinghead gas to meet its existing needs for fuel; (e) no producer of food and fiber requires the natural gas or casinghead gas
necessary to meet the existing needs of irrigation pumps and other machinery directly related to this production; and (f) no person
who resides in this State and who relies on natural gas or casinghead gas to provide in whole or part his existing needs for fuel or
raw material requires the natural gas or casinghead gas to meet those needs. However, the Railroad Commission of Texas may grant
exceptions to these provisions as set forth in N.R.C. Section 52.296.

26. LEASE SECURITY: Lessee shall take the highest 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, seals, locks, or other appropriate protective devices on or at all access points at the lease’s production,

gathering and storage systems where theft of hydrocarbons can occur. Lessee shall be liable for the loss of any hydrocarbons resulting
from theft and shall pay the State of Texas royalties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason
of theft.

27. REDUCTION OF PAYMENTS: 1f, during the primary term, a portion of the land covered by this lease is included within the
boundaries of a pooled unit that has been approved by the School Land Board in accordance with Natural Resources Code Sections 52.151-
52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres
than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number
of acres pooled, released, surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this
lease during the primary term shall be calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after
the expiration of the primary term, the number of acres actually retained and covered by this lease.

2B. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the
heirs, executors, administrators, successors or assigns of Lessee herein.

29. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities
authorized by this lease, Lessee will immediately cease activities and will immediately notify the General Land Office and the Texas
Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as appropriate.
Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (PB-89-66, B0 Statute 915; 16 U.S.C.A. 470).
Lessee shall comply with the Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.



30. VENUE: Lessor and lessee, including lessee’s successors and assigns, hereby agree that venue for any dispute arising out of
a provision of this lease, whether express or implied, regarding interpretation of this lease, or relating in any way to this lease

or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis County,
State of Texas.

31. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code,this lease must be filed of record in the office of the
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in
the General Land Office. The prescribed filing fee shall accompany the certified copies sent to the General Land Office.

32. EXECUTION: This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county
records and in the General Land Office of the State of Texas.

LESSEE

TITLE:

DATE:

IN TESTIMONY WHEREOF, witness the signature of the Conmissioner of the General Land Office of the State of Texas under the seal
of the General Land Office.




STATE OF

COUNTY OF
BEFORE ME, the undersigned authority, on this day personally appeared
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(CORPORATION ACKNOWLEDGHENT) !
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and acknowledged to me that he wtugbd the same
’

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

-

for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corpor;:‘t'it.p:
L &,
day of , 12 £

Given under my hand and seal of office this the ]
 Bemse 1

-

Notary Public in and for

(INDIVIDUAL ACKNOMLEDGMENT)

STATE OF

COUNTY OF
Before me, the undersigned authority, on this day personal ly appeared
known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the

same for the purposes and consideration therein expressed.
day of .19 5

Given under my hand and seal of office this the

Notary Public in and for
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_k i Stephen F. Austin Building
Texas General Lal'ld Office . 1700 North Congress Avenue
Garry Mauro, Commissioner Auslin. Texas 78701.1495
(512) 463-5001

November 21, 1996

Mr. Jim Burgin

Union Pacific Resources Company
801 Cherry Street

Fort Worth, TX 76102-6852

Dear Mr. Burgin:

Thank you for participating in the State of Texas Oil and Gas Lease Sale held on October 1,
1996. In total, almost $10 million was generated for the Permanent School Fund.

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:

MGL NO. 68 M-97583

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, please 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 Status Report;

W-12, Inclination Report;

Electrical Logs (any scale and within fifteen (15) days after they are made);
Directional Surveys;

Printed on recycled paper with soybean nk

L




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

When production is secured from this lease, production/royalty reports outlining
production/disposition activities (GLO Forms 1,1a,2,2a) are required to be submitted to this
office. If you are not familiar with the required forms and procedures, please call the Royalty
Management Division of the Land Office at (512) 463-5042 and request the Oil and Gas Reports
and Payment Procedures booklet. With respect to any applicable Resource Management 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,

arry uro
Texas d Commissioner

GM/RH/ka

Enclosures




Union Pacific Res. Co.

Exhibit "A"

The following are additional marginal numbers awarded and the corresponding lease numbers:

MGL NO. 69 M-97584 . ;

MGL NO. 70 M-97585
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POOLING COMMITTEE REPORT

TO3 SCHOOL LAND BOARD

DATE: February 17, 1998

OPERATOR: Union Pacific Resources Co. COUNTY: Washington
UNIT NAME: Thiel Unit #1 FIELD: Giddings

(Austin Chalk, Gas)

STATE LEASE(S) IN UNIT

Lease State State Expiration Term Acres Lessee of
*Type Number Royalty Date Year Acres In Unit Record
SF M-97584 1/4 ** 10/1/99 3 5 9.20 UPRC

3 (Called) (Surveyed)
Heow m- 4N //(" 1o SD lb:SD

** Subject to variable royalty provision in the lease

* RAL = Relinquishment Act
* SF = State Fee
* FR = Free Royalty
PRIVATE ACRES: 1099.40
STATE ACRES: 9.20
TOTAL UNIT ACRES: _1108.60
Unitized for: Depth(s) : Well Location:
0il See Remarks State Land
Gas Formation: Private Land X
Both X See Remarks
Participation: Railroad Commission Rules:
Basis Surface acreage Spacing  _1600 Acres
State Acreage 0.8299% Acreage Factor _100%

State Unit Royalty 0.166%

Agree to drill to density of field rules: Yes __ X No
Holds only acreage included in the unit
past primary term: Yes x No

Satisfactory geological data furnished: Yes X No




REMARKS :

¢ Union Pacific Resources Company is requesting permanent oil and gas
pooling of the Austin Chalk Formation defined as the stratigraphic
interval or its correlative equivalent occurring from 14,502 feet to
14,897 feet K.B. as shown on the Union Pacific Resource Company Thiel #1
Gamma Ray well log.

e The applicant completed the unit well on September 23, 1996 as a dual
lateral horizontal gas well in the Austin Chalk Formation. The well has
produced approximately 1.7 bcf of gas through November 1997.

e If the unit is approved, the applicant will have earned a royalty
reduction to 20%, making the state’s unit royalty participation 0.166%.

e Horizontal severance is provided for in the state lease. The state will
participate from date of first production.

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

POOLING COMMITTEE RECOMMENDATION:

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

qﬁ Zzinez -V

Howard

GO S

Peter A. Boone
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POOLING AGREEMENT
UNICN PACIFIC RESOURCES COMPANY
THIEL UNIT NO. 1
WASHINGTON COUNTY, TEXAS

THIS AGREEMENT is entered into by and between the Commissionzr of the General Land Office, on behalf of che
Srate of Texas, as "Lesser® and Union Pacific Resources Company, herein referred to as "Lessee”, and such other
interested parties as may join in the execution hereof, the undersigned parties herein collectively referred
to as the "parties®, in consideration cof the mutual agreements hereinafter set forth and other wvaluable
congiderations, the receipt and sufficiency of which are hereby acknowledged, and for the purposes and upon the
rerms and conditieons which follow:

PURPOSES: 1.

This Pooling Agreement {("Agreement®) is made for the purposes of conservation and utilization of the pcocoled
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 egquitable 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 jurisdicticn over the production
and conservation of the pooled mineral and in its interpretation and application shall, in all things, ke
subject thereto.

UMIT 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 purpeses. The pooled unit shall
consist of all ef the lands described in Exhibit "B" attached heretc 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 ("pocled mineral®) hereby shall be oil and gas including all hydrocarbons that
may be produced from an cil well or a gas well as such wells are reccgnized and designated by the Railrcad
Commissicon of Texas or other state regulatory agency having jurisdiction of the drilling and producticen 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 gtratigraphic¢ interval or its rorrelative equivalent occurring
from 14,502 feet to 14,6897 feet, measured from the Kelly Bushing. as shown on the Gamma Ray lLog of the Unien
Facific Resources Company, Thiel No. 1 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 unic and unitize and pool heresunder the separate tracts described on the attached Exhibic "B", for
and during the term hereof, so that such pooling or unitization shall have the following effect:

s ae
'.'.. {a) The unit, to the extent as above described, shall be cperated as an entirety for the
exploration, development and preduction of the poeled mineral, rather than as separate
Ssey tracts.
“ea® 2
(1)) All drilling operaticns, reworking or other operations with respect to the pooled
. mineral on land within the unit shall be considered as though ths 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 unicized area when drilling is commenced
:'.0' on the adjacent or adjeoining land for the purpose of directicnally drilling under the
. .' unitized area and production of ©il or gas from the unitized area through any

directional well surfaced on adjacent or adjoining land or drilling or reworking cf
any such directional well shall be considered producrion 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 bo any
such adjacent or adjeining land in addition to any such leasehold interests,
easements, or other rights which the lessee, operator or other interest owner in the
unitized area may have lawfully acquired from the state or others.

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

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

(e} A shut-in oil or gas well located upon any land or lease included within said unit
shall be considered as a shut-in oil or gas well located upon each land or lease
included within said unit; provided, however, that shur-in oil or gas well royalny
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 ©il or gas well were



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

(£) Notwithstanding any other provision hereof, it is expressly agreed that gach State
lease may be maintained in force as to areas lying outside the unitized area Yescribed
in Exhibit "B" only as provided in each such lease without regard to unit operations
or unit producticon, Neither production of the poaled mineral, nor unit operations
with respect thereto, ner the payment of shut-in royalties from a unit well, shall
serve to hold any State lease in force as to any area outside the unitized area
described in Exhibit "B® regardless of whether the production or operations on the
unit are actually located on the State lease or not. "Area" as used in this paragraph
shall be based upon surface acres to the end that, except as may otherwise be provided
in each State Lease, the area inside the surface boundaries of the pooled unit, if
held, will be held as to all depths and horizons.

(g} If the Railrocad 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 1108.60 acres, then Lessee agrees to either {1} drill to the
density permitted by the Railrcad Commission, (2} make application to the School Land
Board of the State of Texas to reform the unit to comply with Railroad Commission unit
rules, or (3) make application to the School Land Board of the State of Texas for such
remedy as may be agreeable to the Board.

tht This Agreement shall not relieve Lessee from the duty of protecting the State leases
described in Exhibit "A" and the State lands within the boundaries of the pooled unit
described in Exhibit *B" from drainage from any well situated on privately owned land,
lying outside the unitized area described in Exhibir *B", but, subject Lo 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 theraon.

(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,

(jt 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 coperations under said lease or c¢ontract and the same had ceased on the
date of the rermination of this Agreement.

ALLOCATION OF PRODUCTION: 5.

For the purpose of computing the share of production of the pooled mineral to which each interest owner shall
be entitled from the pooled unit, there shall be allocated to each tract committed to said unit that pro rata
portion of the pooled mineral produced from the pooled unit which the number of surface acres covered by each
such tract and included ir 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 allecated to each tract.

TAKING ROYALTY IN KIND: 6.

Notwithstanding anything contained herein to the contrary, the State may, at its option, upon not less than
sixty (60) days notice to Lessee, require that payment of all or any royalties accruing to the State under this
poaling 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 ar use.

FULL MARXET VALUE: 7.

In the event the State does not elect tec 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 cil by (1} the highest posted price, plus premium, if any, offered
or paid for cil, condensate, distillate, or other liquid hydrocarbons, respectively,
of a like type and gravity for the field where produced and when run, or {2) the
highest market price thereof offered or paid for the field where produced and when
run, or (3} gross proceeds of the sale thereof, whichever is the greater;

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

{For the purposes of this Agreement "field" means the general area in which the lands covered hereby are
located.])

EFFECTIVE DATE: 3.

Upon execution by the Commissioner of the General Land Office of the State of Texas this Agreement shall become
effective as of February 17, 1998; 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.
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e ¢




TERM: 9

This Agreement shall remain in effect sc long as the pooled mineral is being produced from said unit, or so long
as all leases included in the pooled unit are maintained in force by payment of delay rentals or shut-in oil
or gas well royalties, by drilling or rework, or by other means, in accordance with the terms of said leases.
Nothing herein shall amend or modify Section 52.031 of the Natural Resources Code, or any of the provisions
thereof which are contained in any State lease covered by this Agreement.

STATE LAND: 10.

Insofar as the royalty interest of the State of Texas in and under any State tract committed to the unit is
concerned, this Agreement is entered into, made and executed by the undersigned Commissioner of the General Land
Office by virtue of the authority and pursuant to the provisions of Subchapter E, Chapter S2, of the Natural
Resources Code, authorizing the same, after the prerequisites, findings and approval hereof, as provided in said
Code having been duly considered, made and obtained.

DISSOLUTION: 11

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

IFI W, 1 i2.

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the execution of
this Agreement by the Commissioner shall: (1) operate as a ratification or revivor of any State lease that has
expired, terminated, or has been released in whole or in part or terminated under the terms of such State lease
or the laws applicable thereto; (2) constitute a waiver or release of any claim for money, oil, gas or other
hydrocarbons, or other thing due to the State by reason of the existence or failure of such lease; (3)
constitute a waiver or release of any claim by the State that such lease is void or voidable for any reason,
including, without limitation, violations of the laws of the State with respect to such lease or failure of
consideration; (4) constitute a confirmation or recognition of any boundary or acreage of any tract or parcel
of land in which the State has or claims an interest; or (5) constitute a ratification of, or a waiver or
release of any claim by the State with respect to any violation of a statute, regulation, or any of the common
laws of this State, or any breach of any contract, duty, or other obligation owed to the State.

0 RP, s 13

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

. s
L .
® e¢ 1N WITNESS WHEREOF, the parties hereto have executed this Agreement upon the respective dates indicated below.
.:'... /
- .
. Date Executed 3/// gg STATE OF TEXAS
T
: .no. !
reee
Legal
Content '
* Geology Land Office
s ae Execution
- .
L4 .

= Pl t>
Date Executed 5 . /Y UNION PACIFIC RESOURCES Company &P M

Carolyn J. D

ATTEST;




CERTIFICATE

I, Linda K. Fisher, Secretary of the School Land Board of the State of Texas, do hereby certify that at a
meeting of the School Land Board duly held on the 17th day of February, 1998, the foregoing instrument was
presented to and approved by said Board under the provisions of Subchapter E, Chapter 52, of the Natural
Resources Code, all of which is set forth in the Minutes of the Board of which I am custodian.

IN TESTIMONY WHEREQF, witness my hand this the Jft& day of 7% . , 1938,
L AL

E

Secretary of the School Lahd Board

STATE OF TEXAS
COUNTY OF TARRANT

This instrument was acknowledged before me on i;%WQHZ( C&ﬁi .;21’ , 1998, by Carelyn J. David as
Attorney-In-Fact for Union Pacific Resources Company, a Delaware corporation, on behalf of said corporation.

%ML«“V?@L/L,

Notary Public in and for the
State of Texas

MAUREENT. BLACK
Notary Public
STATE OF TEXAS
My Comm. Exp. 05/26/2000
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fiwd Devenport - 11 67 (08080808) 7 27 2—0tf |48 - Non-Drinsite |31y 3114 [, anas? 08313 - 0.00064567 000007174| 000014348 [JHY FO Lease - payout nolice

‘<4 D Wigit - 11.67 (08080808) -7 24 f"j 48 - Non-Deilisite |JHY 2143 /9 a/12/97 08333 ¥ 0 00064567 0.00007174 0.00014348 |UHY FO Lease - payoul nolice

“s Conner Mes - 1167 ( 08080808) 48 - Non-Deillsite |UNLEASED' 5 0.00086089

{1tee Conner - 11 67 ( 08080808) 48 - Nen-Deilsite |UNLEASED e = . © 00086083

Page 3




THIEL UNIT NO. 1
WASHINGTON COUNTY, TEXAS
1096.35 ACRES

9124196

LESSOR UNITTR # | LEASENO. | EXPIRATION | LEASENRI | WACRES WUMT | UPRC UMIT NI AYORRI | LESSOR URS COMMENTS

Suivee G Budéy- 200 72%2-07 |49 Dnttsie sy 3748 82297 08313 21.14 001446162 0.00150685 000321363 | JHY FO Lease - payoul nolice
Akt Mot - § 383 - (075) 50 - Non-Dritsite |TX1-73070(2) wizes| omm 5 59 000031867 000006373

Jonn Kevgra -5 489 - (425) 50 - Non-Drlisse [TX1-73070(1) 12058 0833 : 000180580 000036118

Jaed Ma ki - 5,439 - (50) 50 - Non-Deiisie [TX1-7307003) 12098 0813 000212447 000042488
SulE Ecng-150  Z272@3-pJ |51 -Noo-Deisie | IMY €385 C w187 08333 1529 001045971  000116219]  0.00232438]3HY FO Lease - payou notice
Dwenn Zens - 27 89 52-Oultsie __ [TX1-71718 aus? 08313 057 00232618 0.00464724

Juitara Zens Kuecker- 27 89 51.Ddlista___ |TX1-11717 w1897 08313 2783 002115152 000423070

Jeen M Zarss - 177.046 (1) 54-Drilste __ [TX1-21718(1) w87 08333 103 00 0.02609669 000521834

laibaia ;_:-I-:Kud:hl!- 177 048 (173) %4 - Drillsite TX1-7T1215(1) e 0831) 4 002609669 000521934

YV E Zens - Z-O«l 828 (113) 54 - Ocilisite TX1-71715(2) aas7? 08333 Fypn = 0 02609665 0.00521934

Unkew Ebont - 100 (10) 55 - Non-Deisite |TX1-80156(1) <98 08313 897 0.00075782 000015156

sube V EScat - 10.0 (.10) 55 - Non-Oriisite | TX1-80158(6) ses 08313 - 000075782 0.00015156

ere L Biomn 100 (10) 55 - Non-Drisde |TX1-80136(8) 393 083 000075782 0.00015156

c El-_on- 10010 55 - Non-Owillside |TX1-80158(4) S99 08333 * 000075782 000015158

newiane Elecat - 10.0 (.10) |55 - Non-Dritsae [TX1-80156(5) vss 08313 4 000075782 000015156

“ennes Mae HulChanson - 10 0 (.10) |55 - Non-Deitsie [TX1-80156(2) S99 08133 000075782 000015156

“yneiie M Etecl & Claca €. Elion- 100 ( 10-O5each) |55 - Non-Driisie |TX1-80156(3) 599 0830 . 000075782 0.00015156

sty M Jones - 10 0 (.10) 55 - Non-Driisie |TX1-80156(3) S99 08313 - 000075782 0.00015156

laue Eicti - 100 (.10) 55 - Hon-Deiise |TX1-80156(10) ss 0831 . 000075782 0.00015156

saves V¥ Emout - 10.0 (10) 55 - Non-Drilse |TX1-80156(7) ses o8| _ 000075782 000015156

€4 Ous Gashamp - 2 058 7zs50/ 56 - Non-Orilsite |JHY ¥ 35 |2 &st 0833) 21 000144343 0.00016018 000012076 JHY FO Lease - payout notice
sieit Don Randermana - 1 005 ) 57 - Drilsde ___|TX1- aa99 08125 11 000082262 000018983

+ Jewdt Rogers - 11,62 ( 66666667) 54 - Non-Drisite |TX1- 6599 08125 1162 000574102 000132485

B Wastungion - 11 62 { 16666687) S8 - Non-Drilsie [UNLEASED - I . 000176647 UNLEASED
sire Jonensn - 1162 (08333333 58 - Non-Dritsie |UNLEASED N | ooocssan UNLEASED
fiattun Jonnson - 11.62 (08333333) 58 - Non-Oritisite [UNLEASED " 000088323 UNLEASED
o TOTALS 1096.15 0.77387080 0.05608422 0.17004497 0.9993933%

~-CCHEQ CELLS - CAPTURED INTEREST(UPRC)

Page 4
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STATE O rexasvn. 0L
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OIL & GAS DIVISION

RA .ROAD COMMISSION OF TEX»._ B ED =

PERMIT TO DRILL, DEEPEN, PLUG BACK, OR RE-ENTE
ON REGULAR OR ADMINISTRATIVE EXCEPTION LOCATI

[
(==
=
—
(=]
—
w
w
an

~1latorY/ B) _________'.—'—-’
Recul 2l —

PERMIT NUMBER DATE PERMIT ISSUED OR AMENDED DISTRICT
449029 6712796 03
AP| NUMBER FORM W-1 RECEIVED COUNTY
42 477 30824 6/07/96 HASHINGTON
TYPE OF OPERATION ACRES
DRILL (HORIZONTAL) 1,096.35
OPERATOR s 16645 NOTICE
This permit and any allowable assigned
UNION PACIFIC RESOURCES COMPANY may be revoked it payment for fee(s)
P.0 830X 7 MS 3006 submitted to the Commission is not
FORT WORTH TX 76101-0007 honored.
District Office Telephone No.:
713 460-0631
LEASE NAME WELL NUMBER
THIEL UNIT 1
LOCATION TOTAL DEPTH
3.20 MILES NE FROM BRENHAM 15,675

SECTION, BLOCK andior SURVEY
SECTION => BLAOCK =>

o oo SURVEY ==> JOHN COLE

I

ABSTRACT => 32

DISTANCER-LERSE LINES

209%9.60 F € =  1,096.00 F S

DISTANCE-;SURVEY LINES

298949.60 F E = 1,096.,00 F S(CREEK)

DISTANCE-NEAREST WELL ON LEASE
N/A

‘. READ IMPORTANT CONDITIONS AND INSTRUCTIONS ON THE BACK OF THIS FORM

FIELD(S) AND LIMITATIONS
2 PERMIT BROTTOM HOLE LOCATION:
LEASE*DISTANCE ==> 467,00 F E -
SURVEY DISTANCE => 467.00 F E -
NEAREST WELL ====> N/A

GIDDINGS (AUSTIN CHALK=-3)
GIDDINGS (AUSTIN CHALX, GAS)
% LIMITATIONS %

1,924.70 F S
554.00 F S

THE FOLLOWING RESTRICTIONS APPLY TO ALL FIELOS

REGULAR PROVIDED THIS WELL IS NEVEX COMPLETED IN YICLATION 0OF
APPLICASLE SPECIAL FIELD DR STATEWIDE SPACING RULES.
ANY WELLBORE DRILLED UNDER THIS PERMIT MUST BE COMPLETED, OPERATED,
AND PRODUCED IN COMPLIANCE WITH STATEWIDE RULE 32,
PENETRATION POINT SAME AS SURFACE LOCATION.
TL#2t 2500 FNL & 2900 FEL OF UNIT

4435 FSW{CREEK)L & 2900 FEL



CAROLE XKEFRTON HYLANDER,

BARRY WILLIAMSON, COMMISSIONER
CHARLES R. MATTHEWS,

—"

' RAILROAD COMMISSION OF TEXAS

“TIL AND GAS DIVISIOHN

DAVID E. SCHIECK
DIRECTCR, OILL AND GAS DIVISION
CHAIRMAN

COMMISSIONER

1701 N. CONGRESS CAPITOL STATION - P.O. BOX 12967 AUSTIN, TEXAS 78711-2967 (512) 463-7288

June 12, 1975

UNTON PACIFIC RESOURCES COMPANY
P.0. BOX 7 45 30056
FORT WORTH TY 76101-0007

R®: DIRECTIONAL DEVIATIONXN
PERMIT #: 449029

LEASE: THIEL UNIT VELL %: ) 4
PIRLD: SEE ATTACHMENT COUNTY: WASHUNGTON

SURFACE LOCATICN:

LEASE: 2949.60 F F A 1096.00 F 53
SURYETY: 2949.50 F E & 1096.00 F S(CREEK)
AOTTOM HOLF LOCATION:

e e LEASE: U67.00 F E 5 1924.70 F s

i SURVEY: 467.00 F F g 554,00 F S

L

PERATOR 3

.
-
o) This will he your anthority in accordance with Statewida Rule 11 to

'r'dlcactlonally drill the subject well. Pleases bear in mind that this well

will be directionally drilled at vour own risk and no allowable will be

eess dssigned until this office is in receipt of a certified directional
L]

survey report made and filed in the manner prescribed in Statewide Rules
11 and 12 showing that exact surface location and bottomhole location of
the well, together with a certified plat to adequate scale showving
correct surface location and other pertinent information in order to
Aetermine axact hottomhole location.

A Arilling permit for the well is being issned subject to review
after receipt of all completion forms, together with such evidence as is
necassary to show the axact bottomhole location of the deviated well. &
copy of this permit must be furnished to the person in charge of
directional control of the wall, so such person will know the permitted
hottomhola location to which the well is proiacte?. Coanletion forms
should be accompanied by a letter of transmittal agiving reference to this
lettar as authority to directionally deviata the well. This proceiure
should he followed regardless of whether the well i35 completed either as
1 producer or as a dry hole.

Yonrs very truly,

DAYID C. TRIANA, P.E.
PERMTTTING ENGINEER
cC: RRC - District 0Office HGUSTON 03
Production and Proration

An Equal Opportunity Employer (TDD 1-800-735-20989)




&
' ' L ATTACHMENT
PEQUIT 4T 449929

GIDDINGS (AUSTIN CHALK-I)
GAS)

FIELD:
GIDDINGS (AUSTIN CHALK,

FIELD?




b, e 10 g 4

l )
DEPTH OF USALLE-QUALITY GROUND WATER TO BE F..JOTECTED

o ; PLEASE READ ALL INSTRUCTIONS

The information requested is essential in order for this agency to provide an appropriate response. Please allow for receipt of this form in our
offices at least two weeks before your operation begins. Due to the volume of these requests, it is difficult for us to handle telephone inquiries,
and such only serve to delay the processing of these forms. Complete, keep the bottom sheet (yellow) for your files, and mail the top 3 sheets
of the 4-sheet set of carbon-backed forms to the address below; one of them will be retumed to you bearing our response and one will be sent
to the appropriate district office of the Railroad Commission. For questions phone: 512/239-0515. 57
/ Surface Casing Date __06/06/96 TNRCC File No.: SC- '

TNRCC U R e o e

P.O. Box 13087 -

Austin, TX 78711-3087

Teresa M. Perks (817) BT7-6925

Name of person preparing this request & telephone no. w/AC

r 31
Union Pacific Resources Company

Company (operator's name as on RRC form W-1)

PO Box 7. MS 3006 =}
Mailing Address a3ani303
|_Fort Worth, Texas 76101-0007 |
City and State Zip Code
COUNTY Washington Survey Name SL & TL2: John Cole TL1: James Walker
BlockNo. ________ Township Section or Survey No. (or) Lot No
_Fold Abstract No. A-SLATL2:32 TL1:106 | FASE Name Thiel Unit Well No.
-——> l A map showing all surrounding SURVEYS and your well site must accompany this request. ] ‘—
Distances, in feet, and directions measured at right angles from each of two intersecting Section or Survey lines
(NOT LEASE LINES) _2949.6 ___ feet from ___East line and ___1096 feet from _South __ jing
s Distance (in miles) and direction from a nearby town in this County (name the town). 3.2 miles NE from Brenham, TX
. .
- L]
= o% ., THE ABOVE INFORMATION IN THIS BLOCK MUST BE COMPLETE AND CORRECT!!!
= J“z: - RAC Lease No. RRC Dist. No.
.*€ s Elevation (if avail) 20" Proposed Total Depth___19675" Geologic Fm. at T.D. ___Austin Chalk
* g" Purpose of the Request: X% New Drill [ Re-entry [ Plug & Abd. [ Other (specify)
* :'g‘f Is this an amended request? [ Yes XA No Give previous File No. for this well: SC-.
o Additional data (check If attached): ‘ i -
sosnsd Logof same ornearbywell______ (The applicable type of well log of a nearby well that shows the aquifers.)
¢ e ALWAYS attach the electric log of any well that is to be reenteréd.
Additional remarks: New horizontal wellbore
The Texas NaTurRAL REsource ConservaTioNn Commission's recommendation for the protection of usablc-quahty ground water
| at the referenced location is as follows:
CO-WASHINGTON,SUR-COLE J.,LSE-THEIEL UNIT,f-32,877/2200,,850
Fold The base of usable-guality water that must be protected is ectimated to

occur at a depth of 2200 feet below the land surface. Moreover, the
+

water contained in the interval from the land surface to a depth of 050 feet
must be isolated from water in underlying beds.

DO NOT WRITE HERE
FOR TNRCC USE ONLY

L = ‘s \«'l.% W/Z D June 10, 1966
Gcologlsl. Surfacc Casing, TNRCC » e typed by TNRCC

NOTE: The depth to which we recommend that usable-quality water sirata should be protacted is intended to apply only 1o the subject well and not for area-wide
use. Approval of the well-completion methods for protection of this ground water falls under the jurisdiction of the Rallroad Commission of Texas. This
recommendation is intended for normal drilling, production, and plugging operations only and does not apply o salt water disposal operations Into a
nonproductive zone (RRC Form W-14).

TNRCC-0051 (Rev. 06-09-94)
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f - KAILROAD COMMISSION OF TEXAS Porm G-1
Type or print only 01l and Gas Divislon Rev. 4/1/83
404 [APINo. 49.  477-30824 7. RRC District No
Gas Well Back Pressure Test, N—
Completion or Recompletion Report, and Log lbng1¥
1. FIELD NAME (as per RRC Records or Wildcat) 2. LEASE NAME 9. Well No.
GIDDINGS AUSTIN CHALK - GAS THIEL UNIT 1
4. OPERATOR'S NAME (Exactly as shown on Form P-5, Organization Report) RRC Operator No. 10. County of well site
UNION PACIFIC RESOURCES COMPANY 876645 WASHINGTON
4. ADDRESS 1 1. Purpose of Nling
P.O. BOX 7, MS 3006 FORT WORTH, TEXAS 76101-007 -
5. Location (Section. Block, and Survey) 5b. Distance and direction Lo nearest town In this county.
John Cole Abstract 32 3.20 miles NE from Brenham Retest D
6. If operator has changed within last 60 days, | 12. If workover or reclass, give former fleld (with reservolr) & Gas 1D or D
name former operator oll lease no. GAS 1D or [o]1E8] WELL Reclass
FIELD & RESERVOIR OIL LEASE # | Gas—G L

13. Pipe Line Connection

Ferguson Burleson Cty G.G.S.
14. Completion or recompletion date

Well record only D

(Explain In remarks)

15. Any condensate on hand at time of workover

16. Type ol Electric or other Log Run

09/23 /96 or recompletion? D Yes D No GR/CCL
Section | GAS MEASUREMENT DATA
Date of Test gn[ Muaureme% Mcll"li?d { k OnePL. " R— " — Gas produced during lesi
10/06-09/96 Meter [X] D Pipe Taps ©/[] Choke L]  Meter Tube Proves 71,978  mcF
Run | Line ol 24 r. Coell Static Py or D Flow Te o Py g v
sie | Choke Sise | Onif.or Choke |  Choke Press . o Ty ‘ Vor MerRaY
3.750 |98824.91] 1,267,73]| 45 172 0.9069 | 0,9736 1.049 21,860

Na.
' 5,761
2 . se
3
4

Sectien Il FIELD DATA AND PRESSURE CALCULATIONS
Gragity®(Dry Gas) Gravity Liquid Hydrocarbon Gas-Liquid Hydro Ratlo Gravity of Mixture Avg, Shut-in Temp. | Bottom Hole Temp.
0.633 = Deg, AP - cemol | Omx = 0 633 221 % P67 °Fe 15023 (Depth)
oa®?=" 10,806 Jio =V 761 = 27.s8 Jou  =Jgogs.6 = 94.81
c*MME ¥ 12,080.87 B I _ 94.81 _ 0.2164
= - ST.50 = 88 - . : :
Run | Time of Choke We'lh;;dum Wellhead Flow Py2 R r? P PP
No. Run Min. Slze Py Temp. °F (Thousands) (Thousands)
Shut-n DUAL 10,115 5 102,313
! 4,320 |18/64 5,265 234 27,720 4,706.4 | 22,150.3 7,062 0,746
2
3
4
Run P X a=L ks Pf and P2 and py? PR« Pyt Angle of Slope
Nao. Tz Fs (thousands) (thousands)
Shut—in 0.247 | 0.671 1.1807 11,945 | 142,674 s o 45,0°
' 10,879 | 0.195| 0.780 1.1641 8,221 67,585 | 75,089 i, 1.000
: Absolute Flow
- 44,000 | mcr/pay

WELLTESTER'S CERTIFICATION: |declare under penalties prescribed in Sec. 91.143, Texas Natural Resources Code, that | conducted or supervised this lest and that data and

facts shown In Sections | and Il above are true, correct, and complete, Lo the best of my knowledge. Bottomhole temperature and the diameter and length of flow string were
furnished by the operator of the well.

UNT

IFIC RESOURCES

— nOHRRY HEMiStiG

4 2 é / Name of Company

RRC Representative

OPERATOR'S CERTIFICATION: 1declare under penalties prescribed in 5!(9 1.143, Texas Natural Resources Code, that | am authorized to make this report, that | prepared or
-n:mn;d and directed this report, and that data and facts stated therein are true, correct, and complete, to the best of my knowledge.

JJPM/& £ [Teresa M. Parks

Regulatory Analyst Agent

1n/22/%

817-877-6925

Signature: Operutor's representative

Tite

Date

AC Number




SECTION 11l

DATA ON WELL COMPLETION AND LOG (Not Required on Retest)

17. Type of Completion: 18. :lcrmg.::ouDﬁlL DATE PERMIT NO
ug or
; New Well E Deepening D Plug Back D Other E] Dedpen 06/12/96 445029
Rule 37 CASE NO.
19. Notice of Intention to Drill this well was flled in Name of Exception
Union Pacific Resources Company Waler Injection PERMIT NO.
Permit
20. Number of producing wells on this lease In 21. Total number of acres Salt Water Disposal PERMIT NO.
this fleld (reservoir) Including this well in this lease PervaiL
1 1096.35 Other PERMIT NO.
22. Date Plug Back, Deepening, | Commenced | Completed | 23. Distance to nearest well,
WorkOver or Drilling | | Same Lease & Reservolr
Operations: | 07/02/96 : 09/25 /96 NA
1
24. Location of well, relative to nearest lease boundaries | 2949 .60 Feet From  East Lineand 1096 Feet from
of lease on which this well is located { South Linc of the _ Thiel Unit Lease
25. Elevation (DF, RKB, RT, GR. ETC\) 26. Was directional survey made other
GR: 210 than Inclination (Form W—12)? @ Yes E] No
27. Top of Pay 28. Total Depth 29. P. B. Depth 30. Surface Casing| 1
M0 1508 Determined by:|Field [ ] | Recommendation of TOWR [ Dt of Letter 06/10/96
11975 1 ! 18460 | Rules | Rallroad Commission (Special) Dt. of Letter
31. Is well multiple completion? |32. If multiple completion, list all reservolr names (completions In this welll and Oll Lease 33. Intervals | Rotary | Cable
or Gas 1D No. GAS 1D or Oi—-0 WELL Drilled | Tools | Tools
FIELD & RESERVOIR OIL LEASE # | Gas—G . 3
D Yes @ No oy : XX !
34, Name of Drilling Contractor 35. 1s Cementing Affidavit
H&P 149 e
E] Yes D No
36. CASING RECORD (Report All Strings Set in Well)
- -
MULTISTAGE TYPE & AMOUNT TOP OF SLURRY VOL.
-
clSTb‘ﬂtza WL MTRRL Wt TOOL DEPTH CEMENT (sacks) OGS AIEE CEMENT cu. Mt
13 38" , 614 2864 1800 sx "A" 17 12 Surface 4125
9 g?ﬁ‘ . 53.5# 11975 350 sx 35:65 + 12 1/4 10475 1228.5
’. .l: 350 8X 'H'
-w -
.. -
- L
ar. sens LINER RECORD
o Sz TOP Bottom Sacks Cement Screen
(s1od) *1 5/8" 11671 14585
38. TUBING RECORD 39. Producing Interval (this completion) Indicate depth of perforation or open hole
Size Depth Set Packer Set From (STOD) 14585 To 17218
2 7/8" 14200 14200 From (ST01) 14608 To 18460
From To
From To
40. ACID, SHOT, FRACTURE, CEMENT SQUEEZE, ETC.
Depth Interval i Amount and Kind of Material Used
41. FORMATION RECORD (LIST DEFTHS OF PRINCIPAL GEOLOGICAL MARKERS AND FORMATION TOPS)
Formations Depth Formations Depth
Austin Chalk 14512
REMARKS (ST00) Set cement retained @ 11733 & pumped 200 sx 'H'. Set SD packer @ 10711. Mixed & pumped 175 sx of
'H'. Set SD packer 8 10711. Mixed & pumped 175 sx of 'H'. Pulled out of hole w/ packer. Drilled cement 11422 to 11671.

Set a SD cementer packer @ 11362.

Pull out of hole w/ packer.

Drill cement from 11689 to 11733,

Drill cement

retainer.

Drill cement & floats from 14472 to 14502.

Drilling formation from 14585 to 14590.

S,
¢
> "




Attachment to G-1

Union Pacific Resources Company
Dated: November 22, 1996

Thiel Unit #1

Washington County

REMARKS:
Surface Location:

1155' FSL & 2949.6' FEL of Unit
1107' FSL & 2949.6' FEL of Survey

Penetration Point Location:

1297' FSL & 2960' FEL of Unit
1249' FSL & 2960' FEL of Survey

BHL (STO00):

0t 2441.4' FSL & 638.8' FEL of Unit
1229' FSL & 638.8' FEL of Survey

. BHL (STO1):

1280' FWL & 3644.4' FNL of Unit
b/ i 3900' FSWL & 2716.4' FEL of Survey




DIETZIGEN CORPORATION

NO. 340-L33 DIETIGEN GRAPH PAPER
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GAS WELL

BACK PRESSURE CURVE

—

County WASHINGTON Field GIDDINGS AUSTIN CHALK - GAS

Operator UNION PACIFIC RESOURCES COMPANY

Lease THIEL UNIT #1

Volume 44,000

MCF/24 hr.

Date Tested 10/06-09/96
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RAILROAD COMMISSION OF TEX | :
: Oil and Gas Division GAS WELL Form G-5

Rev. 01/01/86
READ INSTRUCTIONS ON BACK CLASSIFICATION REPORT '
1. OPERATOR NAME (Exactly as shown on Form P-5 Organization Report) 3. RRC DISTRICT NO. | 4. OIL LEASE NO. OR
GAS WELL ID NO.
Union Pacific Resources Company 03
2. MAILING ADDRESS 5. WELL NO. 6. APl NO.
1
PO Box 7, MS 3006 42- 477-30824
Fort Worth, Texas 76101-0007
7. COUNTY OF WELL SITE
Washington
8. FIELD NAME (as per RRC Records) 9. LEASE NAME
Giddings (Austin Chalk-gas) Thiel Unit
10. LOCATION (Section. Block, and Survey) 11, PIPELINE CONNECTION OR USE OF GAS
Joe Cole Abstract 32
I. PRODUCTION TEST AT RATE ELECTED BY OPERATOR . A.S.T.M. DISTILLATION OF LIQUID SAMPLE. Distillation test is
idata on 24-hour basis) required for gas wells ONLY If the producing gas-liquid hydrocarbon
ratio Is less than 100,000 CF/barrel.
A. Date of Test 10/08/96
B. Gas Volume 21,860 (Mch) Date Liquid Sample Obtained i
C. Oll or Condensate Volume -0- (Bbl) Where Obtained: D Separator D Stock Tank
448.67 % Over Temp. (deg. F) % Over Temp. (deg. F)
D. Water Volume : (Bbl)
Wt P Inttial
. s NA Bolling
E..Qag/Liquid Hydrocarbon Ratlo (CI/Bbl) Temp = 60
- . @
L
F. Mowing Tubing Pressure 3265 (psia) 10 RS — 70
...' :
-
G. Ciigke Size 18/64 Dual (in) B e 80
“ssnas
. -
HeCasing Pressure. — (psia) 30 e 90
IO||.=
' Shilt-in Wellhead Pressure-- — " [P ——— 95
Tubing (psia)
1340 End Point
J. Separator Operating Pressure (psia)
K. Color of Stock Tank Liquid
None o
L. Gravity of Separator Liquld APL Total Recovery ——y [ICTCETE
None 0
M. Gravity of Stock Tank Liquid AP1 Resldue - percent
N. Specific Gravity of the Gas Loss -_ percent
(Alr=1) 635
I declare under penalties prescribed In RRC USE ONLY
Sec. 91.143, Texas Natural Resources Code, Norman Homburg
that | am authorized to make this report,
NAM
that this report was prepared by me or # VEvS S i)
under my supervision and direction, and %?
that data and facts stated therein are true,  SIGNATURE
correct, and complete to the best of my
knowledge. Well Tester
TITLE
11/22 /96 Teresa M. Parks ( B17 ) 877-6925
DATE CONTACT PERSON PHONE NUMBER




G-10

Thiel Unit

.633

E AND ADDRESS, including cty, P
e m_ = s GAS .Vv ELL = Reason for Filing Operator P-5 Organization No. | RRC Dist. No.
Union P:ci:;c Resources Comparty STA‘TUS‘ Ré.PO%T'J | 876645 03 rev. 7/95.
PO Box 7, MS 3006 RAILROAD COMISSIQN OF [BxAss | — S —
Fort Worth, Texas 76101-0007 Qil and Gas Division * |Survey Test Period:
P. O. Box 12967 b — Ty )
Austin, Texas 78711-2967 [ . ‘ Due Date:
Page of initial Test Correction Effective Date
DATE TESTED GAS PRODUCED CONDENSATE WATER PROD “=SIWH
FIELD NAME RRC IDENT NO. MO/DAY/YR MCF/DAY = PRODUCED BBUDAY PRESSURE PSIA
* LEASE NAME WELL NO MARK X FOR GAS SPEC. CONDENSATE X BOTTOMHOLE ~—FLOWING
) SHUT-IN WELL GRAVITY GRAVI TY (AP]) PRESSURE PSIA | PRESSURE PSIA
Giddings (Austin Chalk-Gas) 10/08/96 21,860 -0- 448.67 10115
NA 5265

CERTIFICATION: | deciare uner penaies prescribed in Texas Naturs' Resources Cade Sec §1 141 That | 87 suthorisd 10 mats the fepon. Ml el TEDON wal preparec by Me o unoer My Superwion 8nd Grecion and tha! dats and (acs sisted herer are irue Comecl and compiete 1o I Dest of MYy LNOwedge

Signature }W};fi{, Teresa M. Parks

Title Regulatory Analyst

AN ASTERISK PREPRINTED ON A SURVEY IDENTIFIES WELL SUBJECT TO COMMINGLING TEST REQUIREMENT
X AN X" PREPRINTED ON A SURVEY IN THE BOTTOMHOLE PRESSURE BOX INDICATES A BOTTOMMOLE PRESSURE MUST BE REPORTED FOR THE WELL

Phone

817-877-6530

Date:

11/22/96

** GAS PRODUCTION RATE. IN MCF, IS TO BE REPORTED FULL-WELL STREAM. INCLUDING CONDENSATE

***PRESSURE FOR THE TEXAS HUGOTON FIELD IS REPORTED IN PSIG



RAILROAD COMMISSION OF TEXAS
o1l Iand Gas Division

Please Read Instructions

ELECTRIC LOG
STATUS REPORT

FORM L-1

Rev. 12/88

When to file the L-1
® with Forms G-1,W-2, and GT-1 for new and deepened gas, oll,
and geothermal wells
with Form W-3 for plugged dry holes

when sending in a log which was held under a request for
confidentiality and the period of confidentiality has not yet
explred

When the L-1 s NOT required
* with Forms W-2, G-1, and GT-1 filed for Injection wells,
disposal wells, water supply wells, service wells, re-test wells,
re-classifications, and plugbacks of oll, gas, and geothermal
wells
*  with Form W-3 for plugging of other than a dry hole

INSTRUCTIONS

Where to flle the L-1
e with the appropriate Commission district office

Filling out the L-1

e Sectlon | and the signature section must be filled out for all
wells
e complete only the appropriate part of Section Il

Type of log required
® anywireline survey run for the purpose of obtaining lithology.
porosity, or resistivity Information
* no more than one such log Is required but it must be of the
subject well

e (fsuchalogis NOT runon the subject well. do NOT substitute
any other type of log; just select Section Il Part A below

SEE REVERSE SIDE

SECTION 1. IDENTIFICATION

Operator District Completion Date
Name Union Pacific Resources Company No. 03 09/23 /96
Field Drilling Permit
Name Giddings (Austin Chalk-Gas) No. 449029

.:: 2 Lease/ID Well
Name, _ Thiel Unit No. No 1
COUlﬂf‘ . APL

. Washington No. 42 - A477-30824

o %ot SECTION II. LOG STATUS (complete either A. or B.)

*“4. BASIC ELECTRIC LOG NOT RUN

LA L

KXo ..ﬁ. BASIC ELECTRIC LOG RUN (select one)
E] 1. Confidentiality requested.

D 4. Log attached to (select one)

| | 2. Confidentlality already granted on basic electric log covering this interval (applicable to deepened wells only).
I 3. Basic electric log covering this interval already on file with Commission (applicable to deepened wells only).

[] (a) Form L-1 (this form). If the company/lease name on log is different from that shown In Sectlon 1.
please enter name on log here:

Check here If attached log is being submitted after being held confldential .
[] (b) Form P-7, Application for Discovery Allowable and New Field Designation.

[] (c) Form W-4, Application for Multiple Completion: lease or ID no.(s)

, well no.(s)
/.
AIJ/}(:L & e Regulatory Analyst Agent

signature title
Teresa M. Parks ( 817 ) B877-6925 11/22/96
name (print) phone date

For Rallroad Commission use only




RAILROAD COMMISSION OF TEXAS ~ PRODUCER'S TRANSPORTATION AUTHORITY

SIS OB LT AND CERTIFICATE OF COMPLIANCE FORM P-4

READ INSTRUCTIONS ON BACK 5/90
1. Field name exactly as shown on proration schedule 2. Lease name
Giddings (Austin Chalk, Gas) Thiel Unit
3. Operator name exactly as shown on P-5 Organization Report 4. Operator P-5 no. 5. O1l lease no. 6. RRC district no.
Union Pacific Resources Company 876645 03
7. Operator address Including city, state, and zip code 8. County in which oll 9. Gas 1D no. 10. Gas well no.
3006 lease or gas well Is
P Mo, T 400 actually located
Fort Worth, Texas 76101-0007 1 1. Effective date
Washington
12. GAS WELL GAS OR CASINGHEAD GAS. Additional space and example on reverse slde.
Type Operatios Name of gatherer, purchaser, and/or nominator RRC USE ONLY | Purchaser’'s Pur- Percent
as indicated in type operation columns RRC chaser's of Take
g NOTE: For each purchaser, give its RRC-assigned G/PIN Assigned | Market ?
_E_ system code and identify the market. If applicable, place Code System - o
B E an “X" in the full-well stream column for the gatherer. Code oz 4 3 E
2 [ -]
& La r N (O SR r‘_‘jr':k—p;
XX Fergusson Burleson Cty GGS 100
' i1 1 i
XX Austin Chalk Natural Gas Marketing Services e o2 g 0001 XX 100
.l |
1 | == 5 S
L L L 41 A
*lee
- I T |
. L]
. M
L2 ) | I T .|
-
et BH T 1
13 N_XMEm? OIL OR CONDENSATE GATHERER Percent RRC USE ONLY | 14. PURPOSE OF FILING. Remarks:
u.u. blg?ul volume gatherer first of Take Gath. code
Pride_Pipeline Company 100
b [ /-
®asees a.lE] New oll lease @ New gas well
.
* { T SR D Reclassification (ol to gas or gas to olll
D Consolidation, unitization or subdivision
IS R T T | b. CHANGE g D Gatherer D Nominator
Purchaser D Purchaser's system code
Y T |
RRC USE ONLY c. CHANGE FROM
Approved (initials) Oper. No. D
Date Field No. Opernior
B Fleld Name
Lease Name

15. OPERATOR CHANGE. Being the PREVIOUS OPERATOR. | certify that operating responsibility for wells located on the subject lease has been transferred In Its
entirety to the above named Current Operator. | understand, as Previous Operator. that designation of the above named operalor us Current Operator Is not
elfective until this certificate Is approved by the Commission.

Previous Operator Date
Signature Name (Print)
Title Phone ( !

Address with city/state/zip

16. CURRENT OPERATOR'S CERTIFICATION. Bysigning this certificate as the CURRENT OPERATOR. | acknowledge responsibility for the regulatory compliance
of the subject lease, INCLUDING PLUGGING OF WELLS If required under Statewide Rule 14, | also acknowledge that | will remain designated as the Current

Operator ugtil a new certificate designating a new Current rator is approved by the Commission.
1

Signature 7 2. M Teresa M. Parks

& =27 Name (Print)
Title _______Regulatory Analyst Agent Date 11/22/96 phone L 817 ) 877-6929 |

. the Current Operator, certify that the above agent Is authorized to transport the above specified percentage of the allowable oll or gas produced from the above
described property in accordance with the regulations of the Rallroad Commission of Texas, and that this authorization will be valid until further notice or until
cuncelled by the Rallroad Commission of Texas, and further certify that the conservation laws of the State of Texas and all rules. regulations and orders of the Rallroad
Commission of Texas have been complied with In respect to the property covered by this report.

D check If istings are continued on reverse side




: Form P — 12

(1/16/74)
RAILROAD COMMISSION OF TEXAS
OIL AND GAS DIVISION
CERTIFICATE OF POOLING AUTHORITY
I, Toress B. Perva , being of lawful age, being familiar with

the matter, and having full knowledge of the facts set out, do state:

(1) That the acreage claimed for the purpose of establishing a pooled drilling or proration

unit under applicable orders of the Railroad Commission of Texas, for the

NAME OF OPERATOR: Union Pacific Resources Company

.*.**, NAME OF POOLED UNIT: 2N Sngt __WELL NO. !
e Giddings (Austin Chalk-Gas)
. ..'. FIELD:  Giddings (Austin Chalk-3) Washington COUNTY,
. . '
-
%% 2 TEXAS, contains 1096.35 acres; that with respect to such pooled unit, as it is hereafter
L ..
eesees described, parties now owning a mineral interest or mineral interests (including royalty interests, work-
. .
L ing interests, or other mineral interests) therein either (1) acquired such interest as they now have
‘....:

* subject to the provisions of an instrument or instruments now in effect and which permit the pooling of
said interests or (2) have, by virtue of the execution of an instrument or instruments the provisions of
which are now in effect, pooled such of said interests as they now own therein, in such manner that all
of such pooled unit shall be considered by the Commission as one base tract as if all rights with

respect thereto has been acquired under a single contract.

(2) That the pooled unit described in the preceding paragraph is made up of and contains
the hereafter described individual tracts of land no part of which is embraced within any other pooled
unit in the same field and which, by virtue of the pooling agreements referred to in the preceding

paragraph, are now contained within the pooled unit herein described.

(3) That where a non-pooled undivided interest exists in any of the individual tracts pooled,
that certain non-pooled interest is noted in the margin of this instrument beside the tract description

to identify the existence of the non-pooled interests in that tract:

(OVER)



Page 1 of 2

DESCRIPTION OF INDIVIDUAL TRACTS OR LEASES CONTAINED

WITHIN POOLED UNIT REFERRED TO IN PARAGRAPH (1) ABOVE

NAME OF HOLDER OF LEASE

LEASE NAME

NO. OF ACRES

MARGIN

Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company
Union Pacific Resources Company

. .
e o 8 CERTIFICATE:

*."ee’ 1 declare under penalties prescribed in Sec, 91.143, Texas Natural Resources Code, that | am authorized to make
this report, that this report was prepared by me or under my supervision and direction, and that data and facts

5 00 1@ 1L e

Ben J. Meyer, et ux

Benton W. Schulze, Sr., et al
State of Texas

Burney C. Graeber, et al
Larry Ashorn, et ux

Jon Bertolet, et al

Pat J. Cole, et al

Austin W. Roberts, et ux
Ervin M. Kuecker, et ux
Larry Schroeder, et ux

Ben W. Boehnke, et ux
Kenneth Ray Baker, et ux
Rodell Jeanette Baker
Johny D. Binford, et ux
Arnie Spitzer, et ux
Margaret Irene Roberts
Henry E. Herrmann, Jr., et al
Mark Kamin, et al

Reinhold Herrmann

Neil Wayne Maurer

Lillie Mae Watkins

Sherri Warren, et al

Henry E. Herrmann, Jr.
Alfred Herrmann

Alton W. Sommerfield, Jr.
Pamela Sue Blenbarr, et al
Jimmie D. Maurer, et ux
Norwood Lange, et al
Brenham Country Club, Inc.
Ronnie Hinze, et ux

stated therein are true, correct, and complete, to the best of my knowledge.

,Z’M&j/jmrasa M. Parks

106.10
27.42
541
14.54
19.78
19.41
343
3.01
3.00
3.01
7.00
1.01
18.29
9.79
1.32
0.07
132.92
78.71
241
1.65
1.66
1.66
1.68
1.67
1.68
1.70
2.16
14.77
106.17
2.99

Regulatory Analyst Agent 11/22 /96
Representative of Operator ' Title Date
Tatephons — 817 877-6925
A/C Number

Where two or more tracts are pooled to form either a drilling unit or a proration unit as permitted by
Commission regulation, the operator thereof must furnish a certificate of pooling authority at the time

action by the Commission is sought either for a permit to drill on a pooled drilling unit or for estab-

INSTRUCTIONS

lishment of an allowable for a well on a pooled proration unit.

o



NAME OF HOLDER OF LEASE LEASE NAME NO. OF ACRES MARGIN
Union Pacific Resources Company 31. Larry Wayne Benker, et ux 4.54
Union Pacific Resources Company 32. Glenwood L. Vernon, et ux 5.04
Union Pacific Resources Company 33. William H. Warnasch, et al 270
Union Pacific Resources Company 34. Verdell A. Toll, et ux 0.88
Union Pacific Resources Company 35. Verdell A. Toll, et al 0.94
Union Pacific Resources Company 36. State of Texas 11.12
Union Pacific Resources Company 37. Richard L. Oberlin, et ux 435
Union Pacific Resources Company 38. Evelyn Rosenthal 57.68
Union Pacific Resources Company 39. Margaret Collette 0.42
Union Pacific Resources Company 40. Herbert H. Thiel, Jr., et ux 90.67
Union Pacific Resources Company 41. James Linsey Hafner, et ux 13.91
Union Pacific Resources Company 42. Fred Koehne 1.37
Union Pacific Resources Company 43. Ruth Stetler 12.02
Union Pacific Resources Company 44. John Allen, Jr., et al 35.54
Union Pacific Resources Company 45, Edmund A. Schaefer, et ux 7.56
« «» Union Pacific Resources Company 46. Jerry Lee Schaefer 1.88
*+*«s* Union Pacific Resources Company 47. Charles H. Conner, et al 11.40
«**2*, Union Pacific Resources Company 48. Willie C. Phelps, et al 11.68
** * Union Pacific Resources Company 49, Bennie G. Bailey 21.14
.: Union Pacific Resources Company 50. Robert Meler, et ux 5.58
*."*.% Union Pacific Resources Company ~ 51. Earl E. Ewing 15.29
. Union Pacific Resources Company 52. Owen H. Zeiss, et ux 30.57
*2***! Union Pacific Resources Company 53. Barbara Zeiss Kuecker, et vir 27.83
. Union Pacific Resources Company 54. WLE. Zeiss, et ux 103.00
sssses Union Pacific Resources Company 55. Andrew Elliott, et al 9.97
Union Pacific Resources Company 56. Fred Otto Gaskamp, et ux 2.1
Union Pacific Resources Company 57. Robert Don Randermann 1.1
Union Pacific Resources Company 58. Iris Jewel Rogers, et al 11.62
TOTAL 1096.35

Page 2

DESCRIPTION OF INDIVIDUAL TRACTS OR LEASES CONTAINED
WITHIN POOLED UNIT REFERRED TO IN PARAGRAFPH (1) ABOVE

of 2

CERTIFICATE:

I declare under penalties prescribed In Sec, 91.143, Texas Natural Resources Code, that | am authorized to make
this report, that this report was prepared by me or under my supervision and direction, and that data and facts
stated therein are true, correct, and complete, to the best of my knowledge.

Y rerena . parks

Regulatory Analyst Agent 11/22 /96
Representative of Operator ! Title Date
Telephone 817 877-6925
A/C Number

INSTRUCTIONS

Where two or more tracts are pooled to form either a drilling unit or a proration unit as permitted by
Commission regulation, the operator thereof must furnish a certificate of pooling authority at the time
action by the Commission is sought either for a permit to drill on a pooled drilling unit or for estab-

lishment of an allowable for a well on a pooled proration unit.

2 N

“



! Form P — 12

(1 /16 /74)
RAILROAD COMMISSION OF TEXAS
OIL AND GAS DIVISION

CERTIFICATE OF POOLING AUTHORITY

1, Tereea M. Parks , being of lawful age, being familiar with

the matter, and having full knowledge of the facts set out, do state:

(1) That the acreage claimed for the purpose of establishing a pooled drilling or proration

unit under applicable orders of the Railroad Commission of Texas, for the

NAME OF POOLED UNIT: Thiel Unit _ WELL NO. 1
Giddings (Austin Chalk-Gas)
TEXAS, contains 1096.35 acres; that with respect to such pooled unit, as it is hereafter

described, parties now owning a mineral interest or mineral interests (including royalty interests, work-
ing interests, or other mineral interests) therein either (1) acquired such interest as they now have
subject to the provisions of an instrument or instruments now in effect and which permit the pooling of
said interests or (2) have, by virtue of the execution of an instrument or instruments the provisions of
which are now in effect, pooled such of said interests as they now own therein, in such manner that all
of such pooled unit shall be considered by the Commission as one base tract as if all rights with

respect thereto has been acquired under a single contract.

(2) That the pooled unit described in the preceding paragraph is made up of and contains
the hereafter described individual tracts of land no part of which is embraced within any other pooled
unit in the same field and which, by virtue of the pooling agreements referred to in the preceding

paragraph, are now contained within the pooled unit herein described,

(3) That where a non-pooled undivided interest exists in any of the individual tracts pooled,
that certain non-pooled interest is noted in the margin of this instrument beside the tract description

to identify the existence of the non-pooled interests in that tract:

(OVER)



Form P-15
STATEMENT OF PRODUCTIVITY OF ACREAGE (5-5-70
ASSIGNED TO PRORATION UNITS

The undersigned states that he is authorized to make this statement; that he has knowledge

Union Pacific Resources Company

of the facts concerning the )

OPERATOR

Thiel Unit , No. 1 ; that such well is
LEASE WELL
completed in the __Giddings (Austin Chalk-Gas) Field, __ Washington County,

Texas and that the acreage claimed, and assigned to such well for proration purposes as

authorized by special rule and as shown on the attached certified plat embraces

1006.35 acres which can reasonably be considered to be productive of hydrocarbons.
.- .
* e
..:..
e ~ CERTIFICATE -
. -
*e *of I declare under penalties prescribed in Sec. 91.143, Texas Natural Resources Code, that | am autho-

rized to make this report, that this report was prepared by me or under my supervision and direction,

*s*ess and that data and facts stated therein are true, correct, and complete, to the best of my knowledge.

Date e o i Sign atuZﬂM%ﬂ"“’“ He PREKA

Telephone 817-877-6925 Title __Regulatory Analyst Agent
AREA CODE




Cem'emen' Fill in shaded areas. Form W-15

Operator: Fill in other ltems. Cem;“mlngl S:pon
7 ' RAILROAD COMMISSION OF TEXAS . ": _’m’s
Ofl and Gas Divislon
1. Operator’s Name (As shown on Form P-5, Organization Report) 2. RRC Operator No. 3. RRC District No. 4. County of Well Site
Union Pacific Resources Company 876645 03 Washington
[ 5. Field Name (Wildcat or exactly as shown on RRC records) 6. API Na. 7. Drilling Permit No.
| Giddings (Austin Chalk-Gas) 42- 477-30824 449029
| 8. Lease Name 9. Rule 37 Case No. 10. Ol Lease/Gas 1D No. | 11, Well No.
Thiel Unit 1
CASING CEMENTING DATA: SURFACE INTER- PRODUCTION MULTI-STAGE
CASING MEDIATE CASING CEMENTING PROCESS
CASING s Multl
S::!nl Parallel Suings Tool Shoe
12. Cementing Date 7!5!05
13, *Drilled hole size 17 1/2
*Est. % wash or hole enlargement
| —
14. Size of casing (In. O.D.) 15 3/8
15. Top gf Yger (L)
16, SeutjLdepth (1) 2864
17. Nun:tscr of centralizers used 8
18. Hes® Qi1 g on cement before drill-out 24
E Léﬁ.w cement used: No. of sacks P 1300
L]
@ . Class » A
E Sesne 3
it Addives  » |37 A-5 + 2% A-2 + }#/Bk Celloflake
No. of sacks P 500
g Class s A
3 Additives » |y eat
No.of sacks  p |
5 Class | 2
B
ki Additives >
E 20. Slurry pumped: Volume (cu. ft.) P 1510
Helght (ft.) | 3 5052 8
3 Volume (cu. ft.) b 615
Helght (ft.) » 885,06 .
Volume (cu. ft) B |
5
Height() |
3 Volume (cu. t.) P 4125
Heghtt) > 15937,86
21. Was cement circulated to ground surface
{or bottom of cellar) outside casing? Yan

22. Remarks




CEMENTING TO PLUG AND ABANDON PLUG * 1 PLUG * 2 PLUG * 3 PLUG * 4 PLUG * 5 PLUG * 8 PLUG * 7 PLUG * 8

23. Cementing date

24, Size of hole or plpe plugged (In.)

25. Depth to bottom of tubing or drill pipe (L)

26. Sacks of cement used (each plug)

27. Slurry volume pumped (cu. L)

28. Calculated top of plug (L)

29. Measured top of plug, If tagged (fL)

30. Slurry wt. (Ibs/gal)

31. Type cement

CEMENTER'S CERTIFICATE: | declare under tiea prescribed In Sec. 81,143, Texas Natural Resources Code, that | am authorized to make this
certification, that the cementing of casing and/or the placing of cement plugs In this well as shown in the rt was performed hy me or under my
supervision, and that the cementing data and facts presented on both sides of this form are true, correct. lete, to the best of my knowledge. This
certification covers cementing data only.

Name and title of cementer's representative Cementing Company
1680 Independence Bryan, Texas 77803 ( 7/5/96
Address City, State, Zip Code  Tel: Area Code  Number Date: mo. !nf. o T

OPERATOR'S CERTIFICATE: | declare under penalties prescribed In Sec. 91.143, Texas Natural Resources Code. that | am authorized to make this®
certification, that | have knowledge of the well data and Information presented in this report, and that data and facts presented on both sides of this formpurc g o
true, correct, and complete, to the best of my knowledge. This certification covers all well data.

N :o. O.
Teresa M. Parks Regulatory Analyst Agent d; ;g ~A %A') tessee

Typed or printed name of operator’s representative Title Signature
PO Box 7, MS 3006 Fort Worth, Texas 76101-0007 817-877-=6925 11/2%:'
Address City, State, Zip Code  Tel: Area Code Number Date: mo. day yr.

Instructions to Form W-15, Cementing Report

IMPORTANT: Operators and cementing companies must comply with the requirements of the Commisslon's Statewlide Rules 8 (Water Protection), 13 (Casing,
Cementing Drilling. and Completion), and 14 (Well Plugging). For offshore operations, see the requirements of Rule 13 (c).

A. What to file. An operator should flle an original and one copy of the completed Form W-15 for each cementing company used on a well. The cementing of
different casing strings on a well by one cementing company may be reported on one form. Form W-15 should be flled with the following:
 An Initial ol or gas completion report, Form W-2 or G-1. as required by Statewide or special fleld rules;

® Form W-4, Application for Multiple Completion, If the well Is a multiple parallel casing completion: and

® Form W-3, Plugging Record, unless the W-3 s signed by the cementing company representative. When reporting dry holes, operators must complete Form
W-15, in addition to Form W-3, to show any casing cemented in the hole.

B. Where to file. The appropriate Commission District Office for the county in which the well Is located.

C. Surface casing. An operator must set and cement sufficient surface casing to protect all usable-quality water strata. as defined by the Texas Department of
Water Resources, Austin. Before drilling a well Inany fleld or area in which no fleld rules are In effect or in which surface casing requirements are not specified inthe
applicable rules. an operator must obtain a letter f[rom the Department of Water Resources stating the protection depth. Surface casing should not be set decper
than 200 feet below the specified depth without prior approval from the Commission.

D. Centralizers. Surface casing must be centralized at the shoe. above and below a stage collar or diverting tool. If run, and through usable-quality water zones. In
nondeviated holes, a centralizer must be placed every fourth joint from the cement shoe to the ground surface or to the bottom of the cellar. All centrallzers must
meet APl specifications.

E. Exceptions and alternative casing programs. The District Director may grantan exception to the requirements of Statewide Rule 13.In a written application,
an operator must state the reason for the requested exception and outline an alternate program for casing and cementing through the protection depth for strata
containing usable-quality water. The District Director may approve. modify, or reject a proposed program. An operator must obtain approval of any exception

before beginning casing and cementing operations.
F. Intermediate and production casing. For specific lechnical requirements, operators should consult Statewide Rule 13 (b) (3) and (4).

G. Plugging and abandoning. Cement plugs must be placed In the wellbore as required by Statewlde Rule 14, The District Director may require additional cement
plugs. For onshore or inland wells. a 10-foot cement plug must be placed In the top of the well. and the casing must be cut off three feet below the ground surface. All
cement plugs, except the top plug, must have sufTiclent slurry volume to fill 100 feet of hole, plus ten percent for each 1,000 feet of depth from the ground surface to
the bottom of the plug.

To plug and abandon a well, operators must use only cementers approved by the Director of Field Operations. Cementing companices, service companies, or
operators can qualify as approved cementers by demonstrating that they are able to mix and pump cement in compllance with Commission rules and regulations.




T

‘ — Form W-15
Cementer: Fill in shaded areas.
Cementing Report
:Operltar. Fil Inlo!htr Items. COMMDMEION OF Ht:'; _‘:“' :3
Oil and Gas Division
|. Operator's Name (As shown on Form P-5, Organization Report) 2. RRC Operator No, 3. RRC District No. 4. County of Well Site
Union Pacific Resources Company 876645 03 Washington
5 Field Name (Wildcat or exactly as shown on RRC records) 6. APl No. 7. Drilling Permit No.
Giddings (Austin Chalk-Gas) 42- 417-30824 449029
| B. Lease Name 9. Rule 37 Case No. 10. Oll Lease/Gas 1D No. | 11. Well No.
Thiel Unit 1
CASING CEMENTING DATA: s&ug&%: Emu ﬁgﬁ:ﬂon c“uum-s;;%% s
CASING
Sl:fle Multiple
String Parallel Juings Tool Shoe
12. Cementing Dale 7! 2ﬁ!96
13 #Drilled hole size 12 1/4"
*Est. % wash or hole enlargement
| 14 Size of casing (In. O.D.) 9 5/8"
15, Taglg/Afygr (L)
16 Ssnhn’!.l.rplh () 11975
e w
17. Numsber of centralizers used 9
..
18 1T anmg on cement before drill-out 24
‘ g 298P cement used: No. of sacks > 150
-
P - > 35:65:6 (Poz:H:Gel)
Gepeoes -
assicd 3% Salt +|.2% R-13
E No. of sacks P 160
3 Class » H
Mwiies > 352 S-8 4| .17 ASA- 3 o
No.ofsacks B | |
5 Class L
S Additives » I
% 20. Slurry pumped: Volume (cu. ft) P 714
Helght (1) | 3 2979 8
E Volume (cu. L) B 514.5
T
Hetght (L) » 1642.17
® Volume (cu.ft) » (|
° Helght () P I
E Volume (cu. M) ’ 1228 5
e Height (L) > 1922.5
21. Was cement circulated to ground surface
{or bottom of cellar) outside casing? No

22. Remarks




) s oo

CEMENTING TO PLUG AND ABANDON PLUG * 1 PLUG * 2 PLUG * 3 PLUG * 4 PLUG * § PLUG * 6 PLUG * 7 PLUG » £°

23. Cementing date

24. Size of hole or pipe plugged (In.)

25. Depth to bottom of tubing or drill pipe (f)

8

. Sacks of cement used (each plug)

27. Slurry volume pumped (cuw. [t.)

. Calculated top of plug (L)

. Measured top of plug. If tagged (1)

8|8 B

. Slurry wt. (Ibs/gal)

“

. Type cement

CEMENTER'S CERTIFICATE: | declare under penalties prescribed In Sec. 91.143, Texas Natural Resources Code, that | am authorized to make this
certification, that the cementing of casing and/or the placing of cement plugs In this well as shown in the report was performed by me or under my

supervision, and that the cementing data and facts presented on both sides of this form are true, correct, and complete. to the best of my knowledge. This
certification covers cementing data only.

Thomas Carr/Service Supervisor BJ Servcies :M-—

O M-z

Name and title of cementer's representative Cementing Company Signature Ul s
e .
1680 Independence Bryan, Texas 77803 (409)779-8125 7/24/96 eese
Address City. State, Zip Code  Tel: Area Code Number Date: mo. day **  yr

-
OPERATOR'S CERTIFICATE: | declare under penalties prescribed In Sec. 91.143. Texas Natural Resources Code. that | am authorized to make this _
certification, that | have knawledge of the well data and information presented In this report. and that data and facts presented on both sides of this form§ree* ~ o
true, correct, and complete, to the best of my knowledge. This certification covers all well data. . s 4

Teresa M. Parks Regulatory Analyst Agent ZJ’WJ/QE'":'

Typed or printed name of operator’s representalive Title “ Signature .
: -
PO Box 7, MS 3006 Fort Worth, Texas 76101-0007 817-877-6925 11125;9.6.'.'
Address City. State, Zip Code  Tel: Area Code Number Date: mo. day yr.

Instructions to Form W-15, Cementing Report

IMPORTANT: Operators and cementing companles must comply with the requirements of the Commission’s Statewide Rules 8 (Water Protection), 13 (Casing,
Cementing. Drilling. and Completion), and 14 (Well Plugging). For offshore operations, see the requirements of Rule 13 (c).

A. What to file. An operator should flle an original and one copy of the completed Form W-15 for each cementing company used on a well. The cementing of
different casing strings on a well by one cementing company may be reported on one form. Form W-15 should be flled with the following:
* An Initial oll or gas completion report. Form W-2 or G-1. as required by Statewide or spectal fleld rules:

® Form W-4, Application for Multiple Completion, If the well Is a multiple parallel casing completion: and

* Form W-3, Plugging Record. unless the W-3 1s signed by the cementing company representative. When reporting dry holes, operators must complete Form
W-15, in addition to Form W-3, to show any casing cemented in the hole.

B. Where to file. The appropriate Commission District Office for the county In which the well Is located.

C. Surface casing. An operator must set and cement sufficient surface casing to protect all usable-quality water strata, as defined by the Texas Department of
Water Resources. Austin. Before drilling a well In any fleld or area in which no fleld rules are In effect or In which surface casing requirements are not specified in the
applicable rules, an operator must obtain a letter from the Department of Water Resources stating the protection depth. Surface casing should not be sel deeper
than 200 feet below the specified depth without prior approval from the Commission.

D. Centralizers. Surface casing must be centralized at the shoe. above and below a stage collar or diverting tool. If run, and through usable-quality water zones. In
nondeviated holes, a centrallzer must be placed every fourth joint from the cement shoe to the ground surface or to the bottom of the cellar. All centralizers must
meet APl specifications.

E. Exceptions and alternative casing programs. The District Director may grant an exception to the requirements of Statewide Rule 13. Ina writtenapplication,
an operator must state the reason for the requested exception and outline an alternate program for casing and cementing through the protection depth for strata
contalning usable-quality water. The District Director may approve. modify. or reject a proposed program. An operator must obtain approval of any exception
before beginning casing and cementing operations.

F. Intermediate and production casing. For specific technical requirements. operators should consult Statewide Rule 13 (b) (3) and (4).

G. Plugging and abandoning. Cement plugs must be placed In the wellbore as required by Statewide Rule 14. The District Director may require additional cement
plugs. For onshore or Inland wells. a 10-foot cement plug must be placed In the top of the well. and the casing must be cut off three feet below the ground surface. All
cement plugs. except the top plug. must have sufficient slurry volume to ill 100 feet of hole. plus ten percent foreach 1.000 feet of depth from the ground surface to
the bottom of the plug.

To plug and abandon a well, operators must use only cementers approved by the Director of Fleld Operations. Cementing companlies, service companies, or
operators can quallfy as approved cementers by demonstrating that they are able to mix and pump cement in compliance with Commission rules and regulations.
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DIL AMD GAS LEASE
HO. N-97SB4 '

WHEREAS, pursuent to the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subchapters A-D and N, (said Code being
hereinafter referred to as N.R.C.), and subject to all rules snd regulations promulgated by the Commissioner of the General Land Office
and/or the School Land Board pursusnt thereto, and all other applicable statutes and ssendeents to said N.R.C., the following sres,
to-wit:
I. .o
om 1, MEM YEAR CREEK, WASHINCTON COUMTY, TEXAS, CONTAINING APPRONIMATELY 5 ACRES, IS BOLND ON THE BORTMMEST BY THE CENTERLINE OF
. INGTON COUNTY ROAD &5 CROSEING BAID CREEX AND 15 BOLMD ON THE BOUTHEAST BY THE CENTERLIME OF UASNINCTON COUNTY ROAD 81 CROSSING
. B CREEX
. . .

*wap, after being duly sdvertised, offered for lease on the 1st day of October, 1996, at 10:00 o‘clock a.m., by the Commissioner of the
2. sl Land Office of the State of Texas and the School Lend Board of the State of Texas, for the sole and only purpose of prospecting
.. drilling for, and producing oil and/or gas that may be found and produced from the sbove described ares; and

VHEREAS, after all bids and remittances which were received up to said time have been duly corsidered by the Commissioner of the General
Land Office snd the School Land Board at a reguler mesting thereof In the General Land Office, on the 1at day of October, 1996,
hereinafter the "effective date* and it was found and determined that Union Pacific Resources Comperyy whose address is B01 Cherry
Swreet, Fort Worth, TX 76102-6852 had offered the highest and beat bid for a lease of the ares above described and is, therefore,
&fritled to receive a lemse thereon:

NOW, THEREFORE, |, Garry Meuro, Commissioner of the General Land Office of the Stete of Texas, hereinafter sometimes referred to as
“Lessor,* whose sddress is Austin, Texas, by virtue of the authority vested in me and in consideration of the payment by the hereinafter
desipnated Lessee, the sum of Five Bundred and 00/100 Dol lars ($500.00), recaipt of which s hereby acknowledged and of the royalties,
covenants, stipulations and conditions contained snd hereby agreed to be paid, observed and performed by Lessee, do hereby demise,
grent, lesse and let unto the sbove mentioned bidder the exclusive right to prospect for, produce snd take oil snd/or gas from the
aforesaid srea upon the following terms snd conditions, to-wit:

1. RESERVATION: There is hersby axcepted snd reserved to Lessor the full use of the property covered hereby and all rights with
reapect to the surface and subsurface thersof for sny and all purposes except those granted snd to the extent herein granted to Lesses,
together with the rights of ingress snd egress and use of said lands by Lessor and its mineral lessees, for purposes of exploring for
ond producing the minerals which sre not coversd, or which may not be covered in the future, under the terms of this lease, but which
may be located within the surface boundaries of the leased area. ALl of the rights in snd to the lessed premises retained by Lessor
and all of the rights in and to the leased premises granted to Leasee herein shall be exercised in such & manner that neither shall
unduly interfere with the operations of the other.

2. TERMM: Subject to the other provisions hereof, this lease shall be for a term of three (3) years from the ef fective dete hereof
(herein called "primary term") and as long thersafter as oil or gas (s produced in paying quantities from said areas.

3. DELAY RENTALE: If no well be commenced on the land hersby lessed on or before the snniversary date of this lease, this lease
shall terminate as to both parties unless the Lesses on or before said dete shall pay or tender to the Commissioner of the General Land
Office of the State of Texas at Austin, Texas, the sum of Five Dollars ($5.00), per scre, which shali operate as rental snd cover the
privilege of deferring the commencement of a well for twelve (12) months from said date. In like manner snd upon (ike peyments or
tenders the comsencesent of & well may be further deferred for Like periods of the same number of monthe successively during the primary
term hersof.

4. PRODUCTION ROYALVIES: Subject to the provisions for royslty reductions set out in subparsgraph (E) of this parsgraph 4, upon
production of ofl and/or gas, the Lessee sgrees to pay or ceuse to be paid to the Commissioner of the General Land Office in Austin,
Texas, for the use and benefit of the State of Texas, during the term hereof:

-7 19%%
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(A) OIL: As a roymlty on ofl, which is defined as including all hydrocarbons produced in a |iquid form st the mouth of the
well and also all condensate, distillate, snd other liguid hydrocarbons recovered from oil or gas run through a separator or other
equipment, ss hersinafter provided, 1/4 pert of the gross production or the market value thereof, at the option of the Lessor, such
value to be determined by 1) the highest posted price, plus premium, {f any, offered or paid for oil, condersate, distillate, or other
liquid hydrocarbona, respectively, of a Like typs and gravity in the genersl ares where produced and when run, or 2) the highest merket
price thereof offered or paid in the genersl ares where produced snd when run, or 3) the gross procesds of the sale thereof, whichever
{s the grestar. Lessse agrees that before sy ges produced from the lend hereby leased 1s sold, used or processed in a plant, It will
be run free of cost to Lessor through an adequate ofl and gas separator of comventional type or other squipment at least as efficient
to the end that all liguid hydrocarbona recoverable from the gas by such mesns will be recovered. Upon written corment of Leasor, the
requirement that such gas be m such a separator or other equipment may be waived upon such terms snd conditions ss prescribed
by Lessor. ﬂr" ’

(B) MOM-PROCESSED GAS: As & royslty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous
substances not defined as oil in subparsgraph (A) sbove, produced from any well on said land (except ss provided herein with respect
to gas processad in s plant for the sxtraction of gasoline, ligquid hydrocarbons or other products) /4 part of the gross production
or the merket value thereof, at the option of the Lessor, such velue to be based on the highest market price paid or offered for gas
of comparsble quality in the general sres where produced snd when run, or the gross price pald or offered to the producer, whichever
is grester provided that the maximum pressure base in messuring the ges under this lease contract shall not st sny time exceed 14.65
pounds per square inch sbsolute, snd the standard bass tesparature shall be sixty (40) degrees Fshrenheit, correction to be mede for
pressure sccording to Boyle’s Law, and for specific gravity sccording to test made by the Balance Method or by the most spproved method
of testing being used by the industry at the time of testing.

(C) PROCESSED GAS: As & royslty on any gas processed in » gasoline plant or othar plant for the recovery of gasoline or
other Liguid hydrocarbons, 1/4 part of the residue gas and the |iquid hydrocarbons extracted or the market value thereof, at the option
of the Lessor. AllL royslties dus herein shall be besed on one hurdred percent (100X) of the totsl plant production of residue gss
attributsble to ges produced from this lesse, snd on fifty percent (50X) or that percent sccruing to Lesses, whichever is the greater,
of the total plant production of Liguid hydrocarbens, attributable to the gas produced from this lesse; provided that if liquid
hydrocarbona are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliste) oswns an interest,
W the parcentage applicable to liquid hydrocarbona shall be fifty percent (50X) or the highest percent sccruing to & third p-rty
'pnu-in. pes through such plant under 8 processing sgresment negotisted st arme’ length (or {f there {s no such third perty, the
-buut percent then being specified in processing sgresments or contracts in the industry), whichever is the greater. The respective

.; ties on resicdue gas and on | iquid hydrocarbons shall be detarmined by 1) the highest market price paid or offered for sy ges (or
Jiquid hydrocarbons) of comparsble quality in the general area or 2) the gross price paid or offered for such residue gas (or the
uﬂdﬂd sversge groas salling price for the respective grades of | iguid hydrocarbona), whichever is the greater. In no event, however,

. "ﬂxl the royslties paysble under this parsgrapgh be (ess than tha royslties which would have been dus had the gas not been processed.

OTHER PRODUCTS: As & royslty on carbon black, sulphur or sny other products produced or menufactured from gss (excepting
ligquid m: whether said gas be “casinghead,” W of any othar 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:

‘e (1) On the basis of the highest market price of sach product, during the ssme month in which such product (s produced, or
(2) On the basis of the aversge gross sale price of each product for the same month in which such products are produced;

whichever is the greater.

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lesse, it is hereby provided that in the event production
in paying quantities is ssteblished pursuant to the terms of this lesse and such production is brought on Line and sales theresof are
commenced within eighteen (18) months of the sffective date hereof, the royalty rate provided herein shall be reduced to 20X, and shall
spply to sach subsequent well drilled snd produced on the Land covered by this lesss. Provided that, |f during such eighteen (18) month
term during which Leassee may earn a reduced royalty rate of 20X as herein provided, Lessee should drill in good faith snd complete the
first well ss & dry hole on the lend covered by this lesse, Lessee may receive a three (3) month extension of the term In which to earn
» reduced royslty rete by giving notice to the Comissioner of the General Land Office, commencing drilling operations on sn sdditional
well prior te the expiretion of such three (3) month period snd prosecuting diligently and in good faith the drilling of such additional
well and completing same so that production in paying quantities is sstablished and so that such production s brought on |ine snd sales
thersof sre comsenced prior to the expiration of such three (3) month extension period.

(1) In the event production in paying guantities is established pursuant to the terms of this (ease and such production is
brought on Line and sales thereof are commenced after the expiration of eighteen (18) months from the effective date hereof but prior
to the expirstion of thirty-six (36) months from the effective date hereof, the royalty rate provided herein shell be reduced to 22.5%
and shall apply to sach subsequent wall drilled snd produced on the Land covered by this lesse.

(F) MO DEDUCTIONS: Lesses sgrees that all royslties accruing to Lessor under this lease shall be without deduction for the
coat of producing, transporting, snd otherwise meking the oil, ges snd other products produced hersunder ready for sale or use.

() BOYALTY IM KIMD: WNotwithstanding srything contained herein to the contrery, Lessor may, at (ts option, upon not less
than 60 days notice to Lesses, require st sny time or from time to time thet peyment of all or any royalties sccruing to Lessor under
this lesse be mede in kind without deduction for the cost of producing, gathering, storing, separating, treating, dehydrating,
compressing, processing, trensporting snd otherwise meking the oil, gas and other products produced hereunder resdy for sale or use.
Lessor’s right to take its royalty in kind shall not diminish or negate Lessor’s rights or Lessee’s obligations, whether express or
implied, under shis lease.

A CERTIFIED COPY issved JAN — 7 1998
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(N) PLANT FUEL AMD RECYCLED GAS: No royalty shall be paysble on sny gas as may represent this lease’s proportionate share
of any fuel used to process gas produced hereunder in any processing plant. Notwithstanding snything contained herein to the contrary,
and subject to the consent in writing of the Comissioner of the General Land Office, Lessee may recycle gas for gas Lift purposes on
the leased premises after the ligquid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas
so recycled until such time as the same may thersafter be produced and sold or used by Lessee in such mamner as to entitle Lessor to
s royalty thereon under the royslty provisions of this lease.

CI) MINIMUM ROYALTY: During ary year after the sxpiration of the primery term of this lease, if this lesse {x maintained
by production, the royalties paid to Lessor in no event shall be less than sn ssount equal to the total srvwual delay rental herelin
provided; otheruise, there shall be dus snd paysble on or bafore the last day of the month succeeding the snniversary date of this lease
s sum equal to the total smrwal rental less the amount of royalties paid during the preceding year.

(4) MARGIMAL PRODUCTION ROYALTY: Upon Lessee’s written application, the School Land Board may reduce the royalty rate set

out in this paragraph and/or the minisum royalty set out in subparsgraph & (1) to extend the economic life of this lease snd encourage

| recovery of oil or gas that might otherwise remsin unrecoversd. Any such royalty reduction mmt conform to the requirements of any
| school Land Board scministrative rules on this subject. Royalty may not be reduced below the appliceble statutory minimum,

S. ROYALTY PAYMENTS AMD REPORTS: ALl royalties not taken in kind lhll"be paid to the Commissioner of the General Land Office
at Austin, Texas, in the following manner:

| Payment of royslty on production of oil snd gas shall be as provided in the rules set’forth in the Texas Register. Rules currently
provide that royalty on oil is due snd must be received in the General Land Office on or before the 5th day of the second month
succesding the month of procuction, snd royalty on ges is due and must be received in the General Land Office on or before the 15th
day of the second month succeeding the month of production, sccompenied by the affidavit of the ouner, manager or other suthorized
agent, completed in the form and marnner prescribed by the General Land Dffice and showing the gross amount snd disposition of all ofl
and gas produced snd the market value of the oil and gas, together with a copy of all documents, records or reports confirming the gross
production, disposition and market vealue including ges meter readings, pipeline receipts, gas line receipts and other checks or
memorands of smount produced snd put inte pipelines, tenks, or pools snd gas lines or gas storsge, and sy other reports or records
nNsh the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority
.G. manager or agent to sct for the Lesses hersin sust be filed in the General Land Office. Easch royslty peyment shall be sccompanied
DY & check atub, schedule, summary or other remittance sdvice showing by the ssaipned General Land Office lease rumber the ssount of
. ty baing paid on sach lease. If Lesses peys his royslty on or before thirty (30) days after the royaity peyment wes due, then
* Lessoe cves » permlty of 5X on the royalty or $25.00, whichever {s greater. A royalty psyment which {s over thirty (30) days lnto shal |
sccrus & peralty of 10X of the royslty dus or $25.00 whichever is greater. In addition to a psnalty, royalties shall sccrus interest
-.u.. rate of 12X per year; such intersst will begin sccruing when the royalty is sixty (60) deys overdus. Affidevits snd supporting
which are not filed when dus shall incur a penalty in an ssount set by the Ganeral Land Office adwinistrative rule which is
d sctive on the date when the affidevits or supporting documents were due. The Lesses shall beer all responsibility for paying or
cmming roysitiss te be paid ss prescribed by the dus dete provided herein. Paymsent of the delinquency psnalty shall in no wey operste
to prohibit the State‘s right of forfeiture as provided by lsuw nor sct to postpone the date on which royalties were originally due,
* The sbove penalty provisions shall not apply in cases of title dispute as to the State’s portion of the royslty or to that portion of
royalty in dispute ss to falr market value.

L T
. -

é. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lesses shall svumlly furmnish the Commissioner of the General Lend Office with
its besat possible utI-t. of ofl and pas reserves underiying this Lesse or allocsble to this leese and shall fumish sald Comeissloner
with copies of all contracts under which pas s sold or processed and all subsequent sgresments and amendments to such contracts within
thirty (30) deys after entering into or meking such contracts, sgresments or smendments. Such contracts and sgresments when receved
by the General Land Office shall be held in confidence by the Ganeral Land Office unless otherwisa suthorized by Lesses. ALl other
contrects and records pertaining to the production, tramsportation, sale and marketing of the ofl and ges produced on said premises,

| including the books and accounts, receipts and discharges of sll wells, tanks, pools, meters, snd pipelines shall at all times be
[ subject to inspection and examination by the Commissioner of the General Land Office, the Attorney General, the Governor, or the
‘ represantative of sny of them.

(8) BRILLING RECORDE: Written notice of all operstions on this leese shall be sutbmitted to the Commissioner of the Genersl
Land Office by Lessss or eperator five (5) deys before spud dete, workover, re-entry, temporary sbendorment or plug and sbendorment
of amy well or wells. Such written notice to the Ganeral Land Office shall Include copies of Rallread Cemmission forms for application
to drill. Coples of well tests, completion reports and plugging reports shall be supplied to the Seneral Land Office at the time they
are filed with the Texss Rallroed Commission. Lessee shall supply the Genersl Land Office with any records, msmorands, sccounts,
reperts, cuttings snd cores, or other informstion relative to the operation of the sbove-described premises, hich -y be nq.nhd
by the Genersl Land Office, in addition to thoss hersin expressly provided for. Lesses shall have an electrical and/or radicectivity
survey made on the bore-hole section, frem the base of the surfece caaing to the total depth of well, of all wells drilled on the sbhove
described premises and shall tranemit a true copy of the log of esch survey on sach well to the -ﬂl Land Office within fifteen (15)
deys after the making of said survey.

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

7. BETAINGD ACREAGE: Motwithetanding sny provision of this Lease to the contrary, after & well producing or capable of producing
oil or pas has been completed on the lessed premises, Lesses shall axercise the diligence of a ressonsbly prudent cperator in drilling
such sdditional well or wells sa may be ressonably necessary for the proper development of the lsased premises snd In merketing the
production thereon.

sued_s JAN b 1 w
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(A) WERTICAL: In the event this lease in in force and effect two (2) yesrs after the expiration dete of the primery or
extended term {t shall then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each ofl well capeble of
producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (Including s shut-in
ofl or gas well @8 provided in Parsgraph 11 hereof), or & well upon which Lessee is then engeged in continuous drilling or resorking
cperations, or (2) the mmber of scres included In & producing pooled unit pursusnt to Natural Resources Code Sections 52.151-52.153,
of (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for eech such
producing well under the rules and regulations of the Rallrosd Cosmission of Texsa, or sny successor sgency, or other goverrmental
suthority having jurisdiction. Within 90 days of a partial termination of this lease in sccordance with this subparsgraph snd upon
paymant of the minimm filing fee set by General Land Office rules in effect at the time of the pertisl terwination, Lesses shall have
the right to cbtain a surface lesse for ingress and egress on and acroes the terminated portion of the lessed premises as may be
ressonsbly necessary for the continued operation of the portions of the Lease remaining in force and effect. I[f Lesses falls to apply
for a surfece lesse within the 90 day period specified above, Lessee may apply for & surface lease from the Land Office, but the Lend
Commissioner has the discretion to grant or deny such application and to set the fee for such surface lease.

(8) NORIZOMTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or
extended term it shall further terminate as to all depths below 100 feet below the total depth drilled (hereinafter “deeper depths*)
in esch well located on acresge retained in Paragraph 7 (A) sbove, unless on or before two (2) years after the primary or sxtended
term Lesses pays an amount equal to one-half (1/2) of the bonus originally paid as corsideration for this lease (ss specified on pege
| heresof). If such ssount is paid, this lease shall be in force and effect as to such deeper depths, and said termimation shall be
delayed for an additiorml period of two (2) years and 8o long thersafter as oll or gas is produced in paying quantities frﬂ such deeper
‘depths coversd by thia lesse.

(C) IDENTIFICATION AMD FILIMG: The surface scresge retained hereunder as to sach well shall, sa nearly as practical, be in
the form of s square with the well locsted in the center thereof, or such other shape as may be approved by the School Land Board.
« Nithin thirty (30) days sfter partial termination of this lease as provided herein, Lessee shall execute and record s relesss or
e [glwesas containing & satisfactery legal description of the acresge and/or depths net retained hereunder. The recorded relesss, or
iad cortified copy of same, shall be filed In the General Land Office, sccompanied by the filing fee prescribed by the General Land Office
o "}ijes In effect on the dete the relesse is filed. If Lessee failn or refuses 1o axecute and record such relesse or relesses within
** nimety (90) deys after being requested to do so by the General Land Office, then the Commissiener st his sole discretion mey designete
* by written instrument the scresge snd/or depths to be relsssed hereunder and record such {natrument at Lesses’s axpanse In the county
u.v counties where the leass is located and in tha official records of the General Lend Office and such desigretion shall be binding
i Lessee for all purposes. 1f at any time after the sffective dete of the partial terminetion previsions hersof, the applicable
field rules are changed or the well or wells located thereon are reclessified so thet less acreage fs thersafter -(l—'ld to said well
or wells for production purposes, this lesss shall thersupon terwinate ss to sll scresge not thersefter allecated to said wall or wells
for production purposes.
-
. 8. OFFSET MELLS: If ofl and/or gas should be produced In commercial quantities from a well located on land privetely owned or
“2%esen State land leased at & lesser roysity, which well s within one thoussnd (1,000) feet of the ares Included herein, or which well
s draining the sres covered by this lesse, the Lessee shall, within sixty (40) deys after such initfsl preductien frem the draining
well or the well located within one thousand (1,000) feet from the ares covered by this lesse begin in good falith and prosecute
diligently the drilling of an effsst well on the ares covered by this lesss, and such effset well shall be drilled to such depth e
may be necessary to prevent the undus drainege of the sree coversd by this lesse, and the Lesses, manager or driller shall use all meers
necesaary in a good faith effort to meke such of fset well produce ofl and/or ges In commercial quantities. Only upon the determiration
of the Commissioner and with his written spproval, sey the peyment of a compensatory royslty satisfy the cbligation to drill sn effset
wvell or wells required uder this Parsgraph.

., 9. DEY BOLE/CESSATION OF PRODUCTION DURING PRINARY TERM: 1f, during the primery term hersof and prier to discovery and production
of oll or gas on sald land, Lessee should dri|ll & dry hole or holes thereon, or {f during the primsry term hersof and after the
discovery and sctuml production of eil or ges from the leased presises such production thereo! should cesse from any ceuse, thia leass
shall mot terminates If on or before the wxpirstion of sixty (60) deys from date of completion of said dry hele or cessation of
production Lesses commences additional drilling or reworking sperstions thereon, or pays or tenders the next arvusl deley rental In
the same marner a8 provided in this lesse. If, during the laat year of the primsry term or within sixty (80) deys prier thereto, =
dry hole be completed and sbendoned, or the product on of oil or pes should cesse for any couse, Lessee’s rights shall remain In full
fores and effect without further operstions until the expiration of the primery term; and {f Lessse hes not resumed preduction in peying
quntities at the wpiration of the primsry term, Lesses say maintain this lesse by conducting additional drilling or reworking
operations pursuant to Parsgragh 10, waing the sxpirstion of the primary term as the dete of cessation of production under Peragraph
10. Should the first well or any subsequent well drilled on the sbove described land be completed ss & shut-in oll or pes well within
the primary term hereof, Lessee mey resume payment of the snrual rental in the same manner se provided hersin on er befors the rental
paying date following the expiration of sixty (60) days from the date of completion of such shut-in ofl or gas well and upon the fallure
to make such peyment, this lesse shall (pso fecto terminate. [f st the expirstion of the primary term or any time thersafter a shut-in
oil or ges wall is located on the lessed premises payments mey be made In sccordence with the shut-fn provisfons hereof.

10. CESSATION, DRILLING, AMD REMORKING: |f, after the expiration of the primary term, production of ofl or ges from the (sesed
premises, after once cbtained, should cesse frem any cause, this leass shall not terminate |f Lesses commences additional drilling or
reworking operations within aixty (40) days after such csssation, and this lease shall remain In full ferce and effect for so long s
such operations continue In good faith and in workmanlike sanner without Interruptions totaling more than sixty (60) deys. [If such
drilling or reworking operationa result in the production of oll or gas, the lesss shall remain In full force and affect for so long
as oil or gas is produced from the leased premises in paying quentities or payment of shut-in ofl or gas well royalties or payment of
compermatory royalties is made as provided herein or as provided by lsw. If the drilling or reworking operstions result in the
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completion of » well as a dry hole, the lease will not terminate {f the Lessee commences additional drilling or reworking operations
within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessss continues
drilling or reworking operations in good faith and fn & workmanlike msnner without interruptions totaling more then sixty (60) days.
Lessee shall give written notice to the General Land Office within thirty (30) days of sny cessation of product ion,

11. SMUT-IN BOVALTIES: For purposes of this parsgraph, “well® means any well that has been assipned & well nusber by the state
spency having jurisdiction over the production of oll and pas. 1f at eny time after the sxpirstion of tha primary term of a lsass that,
until being shut in, was being meintained in force and effect, s well capsble of producing ofl or gas in paying quantities is located
on the leased premises, but oil or gas is not being produced for lack of sultable production facilities or lack of » suitable market,
then Lesses may pey as @ shut-in oil or ges roysity sn smount squal to double the annual rental provided in the lsass, but not less
then $1,200 & yesr for sach well capsble of producing ofl or ges in paying quantities. To be effective, esch initial shut-in efl or
gsa royalty mst be paid on or before: (1) the sxpiratien of the primery term, (2) 60 dayw after the Leases ceases to produce oil or
gas from the lessed premises, or (3) 60 days sfter Lessee completes » drilling or revorking operstion in sccordance with the lesse
provisions; whichever date {s latest. If the shut-in oil or gas royslty is puid, tha lsase shall be cormidered to be a producing Lesse
and the peyment shall axtend the term of the lesse for a period of one year from the snd of the primary term, or from the first dey
of the month following the month in which production ceased, and, after that, if no suitable preduction facilities or suitable merket
for the oil or pas exists, Lessee may extend the lease for four more successive periods of one (1) year by paying the smme smount sach
year on or before the sxpiration of ssch shut-in ywer.

12. CONPENGATORY ROVALTIES: [f, during the pariod the Lease is kept in effect by peyment of the shut-in oil or gas roysalty, oil
or gas is sold snd deliversd in paying quantities from a well located within one thousand (1,000) feet of the lessed premises and
completed in the same producing reservoir, or in any case in which drainege is occurring, the right to continue to maintain the lsase
by paying the shut-in ofl or gas royslty shall cesse, but the Lesse shall resmin effective for the remainder of the year for which the
royalty has been paid. The Lesses may maintain the lease for four more successive years by Lesses peying compensatory royslty at the
royslty rate provided in the lease of the market value of production from the well causing the drainage or which (s completed in the
samm producing reservoir and within one thousand (1,000) fest of the lsased premises. The compsnsatory royalty is to be paid monthly
to the Commissioner beginning on or befors the last dey of the month following the month in which the oil or gas s produced from the
well causing the drainage or that |s completed in the same producing reservoir snd located within one thousand (1,000) feet of the

o sesed premises; (f the compensatery royalty paid in sny 12-month peried is In an smount (ess than the srual shut-in oil or ges
oyplty, Lesses shall pay sn smount equal to the difference within thirty (30) days from the end of the 12-month period; and nore of
o provisions will relisve Lessee of the obligation of reasonsble development nor the abligation to drill offset wells as provided
* im e C. section 52.034; howsver, at the determinetion of the Commissioner, and with the Commissioner’s written approval, the payment
f chaparaatory roysities shall satisfy the ebligetion to drill offset wells. Cospersstory royslty payments which sre not timely paid
%ill sccrus panalty and interest in sccordance with Parsgraph 5 of this lesses.
®eee
%ee® 213, ExTEmsions: 1f, st the expiration of the primery term of this lesss, procuction of oil or ges has not been obtained on the
leased premises but drilling operstions are being conducted therson in good faith and in & good end worikmanlike menner, Lesses may,
on or before the expiration of the primery tarm, file in the Genersl Land Office written sppl ication te the Commissioner of the General
Land Office for a thirty (30) day extension of this lesse, accompenied by peyment of Three Thousand Dollars (33,000.00) if this Lesse
* covers six hundred forty (640) acres or less and $ix Thousand Dollers ($6,000.00) ff this lesse covers more than six hundred forty (#40)
oo TS and the Commissioner shall, in writing, extend this lesse for s thirty (30) dey period from and after the axpirstion of the
<" "gmary term and so long therssfter as ofl or gas {s produced in paying quentities; provided further, that Lesses may, 8o long as such
drilling operstions are being conducted mske Like spplication and peyment during ey thirty (30) dey extended period for sn sdditional
extermion of thirty (30) deys and, upon receipt of such applicstion and peyment, the Commissiener shall, in writing, again extend this
lease 30 that same shall remain in force for such additional thirty (30) day period snd so long thersafter ss ofl or gas is
in paying quantities; provided, however, that this (esse shall not be sxtended for more then s total of three hundred ninety (390) days
from snd sfter the expiration of the primsry term unless production in paying quantities has been cbtained.

16. USE OF UATER; SURFACE: Lesses shall have the right to use water produced on said |end necesssry for operstions hersunder snd
solely upon the |essed premises; provided, howsver, Lesses shall not use potable water or water suitsble for (ivestock or firrigation
purposes for water flood operstions without the prior written consant of Lessor. ‘Subject to ita cbligation to pey surface demeges,
Lessee shall have the right to use so much of the surfece of the Land that may be ressonably necessary for drilling and operating wells
snd traneporting snd merketing the production therefrom, such use to be corducted under conditions of lesst injury to the surface of
the land. Lessse shall pay surfsca demsges in sn smount set by the Genersl Land Office fee schadule which s effective on the date
when tha sctivity requiring the payment of surfece demsges occurs.

15. POLLUTION: In developing this sres, Lessse shall use the highest degres of care and all proper safeguards to prevent
poliution. Without Limiting the foregoing, pollution of cosstal wetisnds, natural waterweys, rivers snd lmpounded weter shall be
prevented by the use of contairment facilities sufficient to prevent spililsge, seepsge or ground water contamination. I[n the event
of pollution, Lessee shall use sll msens at its disposal to recapture all escaped hydrocarbons or othar pollutent and shall be

resporaible for all demsge to public snd private properties.

(A) UPLAMDS: Lesses shall build end meintain fences around {ts slush, sump, and drainege pits and tank batteries so ss to
protect livestock againet loss, damage or injury; snd upon completion or sbendorment of any wall or wells, Lessee shall fill and level
all slush pits snd cellars snd completely cleen up the drilling site of all rubbish therson.

(§) SUSMERGED LAMDS: Mo discharge of solid waste or garbage shall be allowed into State waters from sy drilling or support
vessels, production platform, crew or supply boat, barge, jack-up rig or other equipment located on the lessed area. Solid waste shall
include but shall not be limited to contsiners, squipment, rubbish, plestic, glass, and any other man-mede non-biodegredeble (tems.
A sign mmt be displayed in a high traffic sres on all vessels and menned platforms atating, "Discharge of any solid weste or parbage
into State Waters from vessels or platforms is strictly prohibited and mey subject » State of Taxas lesse to forfeiture.® Such
statement shall be in lettering of at least 1* in size.

A CERTIFED COPY issued_JAN — 7 T
Beih Rothermel, County Clerk

f

Washington County, TX.___| {__-Depy
Lakavne Littleten

H




voo S44:mse 109

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

(D) PEMALTY: Failure to comply with the requirsments of this provision may result in the maximum peralty allowsd by lew
[ including forfeiture of the lesse. Lesses shall be Lisble for the demages caused by such failure snd sny costs and experses ncurred
in cleaning areas affected by the discharged waste.

%. IDENTIFICATION MARKFRS: Lesses shall erect, at a distance not to exceed twenty-five (25) feet from sach well on the premises
covered by this lesse, a legible sign on which shall be stated the name of the operator, the leass designation and the well nusber.
vhere two or more wells on the same lsese or where wells on two or more lesses are connected to the ssme tank bettery, whether by
indivicduml flow |ine connections direct to the tank or tanks or by use of s multiple header system, sach line between esch well snd
such tenk or hesder shall be legibly identified at all times, either by a firmly attached teg or plete or an identification properly
painted on such line st & distance not to exceed three (3) feet from such tank or header connection. Said signa, tegs, plates or other
jdentification markers shall be maintained in a legible condition throughout the term of this lesse.

17. ASSIGMMENTS: The lease may be transferred at any time. All trensfers must reference the lesse by the file nusber snd must
be recorded in the county where the area is located, snd the recorded tranafer or a copy certified to by the County Clerk of the county
whare the transfer {s recorded mmst be filed in the Genersl Land Office within ninety (90) deys of the axscutien date, ss provided by
N.R.C. Bection 52.026, sccompanied by the filing fes prescribed by the General Land Office rules in effect on the date of recaipt by
the General Land Office of such tranafer or certifled copy thersof. Every transferee shall succeed to sll rights snd be subject to
all obligetiona, Lisbilities, and penalties owed to the State by the original lesses or eny prior traneferse of the leese, including
sy Lisbilities to the state for unpeid roysities.

18. RELEASES: Lessee may relinguish the rights granted hereunder to the State at any time by recerding the relinguishment in the
county where this ares fa zituated snd filing the recorded relinguishment or certified copy of same in the General Land Office within
ninety (90) deys after its execution sccompanied by the filing fes prescribed by the General Land Office rules in effect on the dete

«0f, feceipt by the General Land Office of such relinguishment or certified copy thersof. Such relinquishment will not have the affect
| '_ﬂ“rilulim Lesses from sy Lisbility theretofore sccrued in favor of the State.
[ .":"ﬂ. LIEM: In sccordance with N.R.C. Section 52,136, the State shall have & first Lien upon all oil end gas produced from the ares

*txovered by this lesse to secure payment of all unpaid royaity snd other sums of money that may becoms cue under this lesse. By

sacceptance of this lease, Lessee grants the State, in sddition to the lien provided by N.R.C. Section 52.136 and any other applicsble
| e sftatutory Lien, an express contractual lien on and security interest in all leased minerals in snd extracted from the leased premises,
‘._.ll-pru:uﬁ which mey sccrue to Lessee from the sale of such lessed minerals, whether such procesds are held by Lesses or by a third
perty, and all fixtures on and improvessnts to the (sesed prsmises used in connection with the product fon or processing of such |essed
minerals in order to secure the paymant of all royalties or other amounts dus or to become dus under this lesss and to secure peymsnt
| of ey demmges or loss that Lessor mey suffar by resson of Lessee’s bresch of any covenant or cordition of this lesse, whather express
| o or fmplisd. This Lien and security interest mey be forsclosed with or without court proceedings in the senner provided in the Title
1, Chapter 9 of the Texss Business and Commerce Code. Lesses sgrees that the Commissioner may require Lesses to sxecute and record
| ®2**msch iratrumants ss mey be ressonably necessary to scknowledge, attach or perfect this Lien. Lesses hersby represents that there are
| nd prior or superior liens arising from snd relating to Lessee’s activities upon the sbove-described preperty or frem Lesses’s
scquisition of this leese. Should the Commissioner at any time determine that this representation is not true, then the Commissioner

may declare this lease forfeited ss provided herein.

20. FORFEITURE: 1f Leasee shall fail or refuse to meke the paymant of ary sum within thirty (30) days after it becomes due, or

{f Lesses or sn suthorized sgent should knowingly meke sry false return or false report concerning production or drilling, or 1f Lesses

shall fail or refuse to drill ey offeet well or wells in good faith ss required by law snd the rules and regulations adopted by the

Commissioner of the General Land Office, or if Lesses should fail to file reports in the menner required by lew or fail to comply with

rules snd regulations promulpated by the General Land Office, the School Land Board, or the Rallread Commission, or refuse the proper

‘suther ity sccess to the records pertaining to operstions, or {f Lessse or an suthorized sgent should knowingly fail or refuse te give

correct information to the proper suthority, or knowingly fail or refuss to furnish the General Land Office & correct log of any well,

or if Lessee shall knowingly vialate any of the material provisions of this lesse, or if this lesse is sssigned and the asaigrment {s

\ not filed in the General Lend Office as required by Law, the rights scquired under this lesss shall be subject to forfelture by the

‘ Commissioner, and he shall forfeit same when sufficiently informed of the facta which suthorize o forfeiture, and when forfeited the

| ares thall again be subject to lesse to the highest bidder, under the same regulations controlling tha original sale of leasss.

However, nothing herein shall be construed ss waiving the sutamatic termination of this leass by operation of lew or by resson of any

special limitation arising hereunder. Forfeitures may be set sside and this lesse and all rights thereunder reinstated before the

rights of snother intervene upon satisfactory evidence to the Cosmissioner of the General Land Office of future complisnce with the
provisions of the law and of this lesse and the rules and regulations that may be adopted relative hareto.

21. RIVERBED TRACTS: In the event this lesse covers a riverbed, Lessee |3 hereby specifically granted the right of eminent dosain
and condemnation ms provided for in N.R.C. Sections 52.092-52.093, ss a part of the considerastion moving to Lessor for the covenants
herein made by Lesses.

22. APPLICABLE LAME AMD DRILLING RESTRICTIONS: This lease shall be subject to all rules and regulations, and ssendments thersto,
promulgated by the Commissioner of the General Lend Office governing drilling end producing operations on Permenent Free sSchool Lend,
payment of royslties, snd suditing procedures, and shall be subject to all other valid stetutes, rules, regulations, orders and |
ordinances that may affect operations under the provisions of this lesse. Vithout Limiting the generality of the foregoing, Lessee
hereby sgrees, by the scceptance of this lease, to be bound by snd subject to all statutory and regulatory provisions relating to the
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Genaral Land Office’s sudit billing motice snd sudit hearings procedures. Said provisions are currently found at 31 Texas
Adainistrative Code, Chapter 4, snd Texas Natural Rescurces Code Sections 52.135 and 52.137 through 52.140. In the svent this lesse
covers land franchised or lessed or otherwise used by a nevigation district or by the United States for the purpose of nevigation or
other purpose incident to the operation of a port, then Lesses shall not be entitled to enter or possess such land without prior
spproval as provided under Section 61.117 of the Texas Water Code, but Lessee shall be entitled to develop such land for oil and gas
by directional drilling; provided, however, that no surface drilling location may be nearer than 660 fest and special permission from
the Commissionar of the Genersl Land Office is necessary to make any surface location nearer than 2,160 feet msssured at right angles
from the nesrest bulkhesd |ine or from the nearsst dradged bottom adge of any channel, slip, or turning basin which has been suthorized
by the United States as a federal project for future construction, whichever is nearer.

Z3. RENOVAL OF EQUIPMENT: Upon the termination of this lesase for any cause, Lesses shall not, in sy event, be permitted to remove
the casing or sny part of the equipment from sny producing, dry, or sbendoned well or wells without the written consent of the
Commissioner of the General Land Office or his suthorized representative; nor shall Lessee, without the written consent of said
Commissioner or his suthorized reprasentative remove from the leased premises the casing or any other equipment, material, machinery,
sppliances or property owned by Lesses and used by Lessee in the development and production of oil or gas therefrom until all dry or
sbandoned wells have been plugged snd until all slush or refuse pits have been properly filled and all broken or discarded lumber,
machinery, or debris shall have been removed from the premises to the satisfaction of the said Commissioner or his suthorized
representative.

24. FORCE WAJEURE: Should Lessee be prevented from complying with sny express or implied covenant of this lease, from conducting
drilling operstions thereon, or from producing ofl snd/or gas therefrom, after effort made in good faith, by resson of war, rebellion,
riots, strikes, fires, scts of God or any order, rule or regulation of goverrmental suthority, then while so prevented, Lessee’s
obligation to comply with such covenant shall be suspended upon proper and satisfactory proof presented to the Cosmissioner of the
Genaral Land Office in support of Lessee’s contention and Lesses shall not be Liable for demeges for fallure to comply therewith (except
in the event of lease operations suspended ss provided in the rules and regulations adopted by the School Land Board); snd this lease
shall be sxtended while and s0 long se Lesses 18 prevented, by sny such ceuse, from drilling, reworking operations or producing oil
and/or gas from the leased premises; provided, however, that nothing harein shall be construed to suspend the psymsnt of rentals during
the primary or extended term, nor to abridge Lessee’s right to & suspension under any qllc-blo statute of this State.

g «"°25. RAILROAD COMMISSION MEARINGS OM GAS: No natursl ges or casinghead gas, including both associated snd non-associated gas,

M from the minersl estate subject to this lease may be 80ld or contracted for sale to any person for ultimste use outside the

° ipu of Texas unless the Railroad Commission of Texas, after notice and hearing se provided in Title 3 of the N.R.C., finds that (a)
* the person, spency, or entity that axecuted the lesse in question doss not require the netural gas or casinghesd gas to meet {ts own
ﬂiltlm neecls for fuel; (b) no private or public hospital, nursing home, or ather similar health-care facility in this State requires
natursl gas or u-lru:nd gas to meet its existing needs for fuel; (c) no public or private school in this State that provides
' ssentary, secondary, or higher education requires the natural gas or casinghesd gas to meet its sxisting needs for fuel; (d) no
hdllty of the State or of any county, municipality, or other political subdivision in this State requires the natursl gas or
casinghead gas to meet its existing needs for fuel; (e) no procucer of food end fiber requires the matursl gas or casinghesd gas
necessary to meet the existing needs of irrigation pumps and other mechinery directly related to this production; snd (f) no person
« who resides in this State and who relies on natural ges or cesinghead gas to provide In whole or part his axisting needs for fuel or
material requires the matural gas or casinghead gas to meet thosa mneeds. MHowever, the Railrosd Commission of Texas may grant

tes .lptlm to these provisions as set forth in N.R.C. Section 52.296.

25. LEASE SECIRITY: Lessee shall take the highest degree of care snd all proper safeguards to protect said premises snd to prevent
theft of oll, gas, snd other hydrocarbons produced from said lesse. This Includes, but s not (imited to, the installation of all
necessary equipment, seals, locks, or other appropriste protective devices on or at all sccess points at the lease’s production,

pgathering and storage systems where theft of hydrocarbons can occur. Lessee shall be lisble for the loss of sny hydrocarbons resulting
from theft and shall pay the State of Texas royslties thereon as provided herein on all oil, gas or other hydrocarbone lost by reason
of theft.

27. EEDUCTION OF PAYMENTS: [f, during the primery term, a portion of the lend covered by this lease is included within the
boundaries of » pooled unit that has been mpproved by the School Lend Board in sccordance with Natursl Resources Code Sections 52.151-
52.153, or If, at any time after the expiration of the primary term or the extended term, this lesse covers a lesser nusber of acres
then the total smount described herein, payments that are made on & per scre basis hereunder shall be reduced sccording to the rusber
of scres pooled, released, surrendered, or otherwise severed, so that payments determined on s per scre basis under the terss of this
lease during the primery term shall be calculated based upon the number of scres outside the boundaries of a pooled unit, or, if after
the sxpiration of the primary term, the number of scres actually retained and covered by this lease.

28. SUCCESSORS AND ASSICNS: The covenants, conditions snd agreements contained herein shall extend to snd be binding upon the
heirs, executors, sdministrators, successors or assigns of Lessee herein.

29. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest i3 encountered during the activities
suthorized by this lease, Lessee will inmedistely cesse sctivities and will femediately notify the General Land Office and the Texas
Historical Commission so that adequate messures may be undertaken to protect or recover such discoveries or findings, as sppropriate.
Lessee iz expressly placed on notice of the Natfonal Historical Preservation Act of 19646 (PR-89-66, BO Statute $15; 16 U.S.C.A. 470).
Lessee shall comply with the Antiguities Code of Texas, Chapter 191, Natural Resources Code, as amended.

ERTIFIED COPY issued SAN_— 7 138

Beth Rothermel _,U”nn,{ lerk

W achi " .
Washington County, TX. —D8puty
LdFu,ut. ‘__Ag.x'gl¢l,,.




vo S44 W 107

30. VEME: Lessor and lessee, including lessee’s successors and sssigns, hereby sgree that venue for any dispute srising out of
& provision of this lesse, whather express or implied, regarding Interpretation of this lesse, or relating in any way to this lesse
or to applicable case Law, statutes, or sdeinistrative rules, shall be in a court of competent jurisdiction located in Travis County,
Stute of Texas.

31. LEASE FILING: Pursuant to Chapter 9 of the Tex. Bus. L Com. Code,this lesse must be filed of record in the office of the
County Clerk in any county In which all or any part of the leased premises is located, and certified copies thersof must be filed in
the Ganeral Lend Office. The prescribed filing fee shall sccomparry the certified copies sent to the Cenersl Led Office.

32. BDELUTION: This ofl 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 Texss.

UNION PACIFIC RESOURCES COMPANY A

T@m@@ L7

TITLE: Attorndy-g:_Facc
DATE: [2-10- 96

IR TESTINONY UMEREDF, witness the signature of the Commissioner of the General Land Office of the State of Texas under the seal
of the General Lend Office.

* se
- 9 .

L
L) :

See
° -

| JAN 7 5 ¥
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STATE OF \e XG0 (CORPORATION ACKNOMLEDGMENT) 1

BEFORE ME, the unders | pned suthority, on this day personal ly sppeared C(}At‘)\q{\ \\) BI\L_) \ 5

known to me to be the person whose name is subscribed to the foregoing instrument, as - — of
OO\ and acknowl edged to me that he executed the same ‘
)

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

Qiven undar my hand and seal of office this the___ YO T deyet _ DOCONN\can Ay
Notary Public in and for ;[EQ&E g TRALO }

TRACIE AN WINTERBANK |

Notary Public
STATE OF TEXAS
My Coma. Exp. 0Z2/2000

.. e

* e

!ﬂf.ﬂ (IMDIVIDUAL ACKNOM EDGMENT )

-

couTY o

«"*2e, Saforeme, the undersigned suthority, on this day personal ly appeared .

L L M4 [

known to me to be the persons whose nemes are subscribed to the foregoing instrument, snd acknowledged to me that they axecuted the

l.~ for the purposes snd consideration therein sxpressed.

veseed Given under my hand and seal of office this the day of , 19 .
* .

i Notary Public in and for

STATE OF TEXAS

| hecaby certify that this inetnament was FILBD on

\
|
\
\
\
|
tho date and al the time affeed hereon
‘ AT a\‘E)Q P M. \-i.i,anOOHDEthmnomb'm;t::
c © o TiLiAL RECORDS of Washington County,
11 m = / susinped heream by me on

DEC 12 ue

BETH ROTHERMEL
COUNTY CLERK, WASHINGTON OOUNTY, TX

CERTIFIED COPY CERTIFICATE
STATE OF TEXAS
' COUNTY OF WASHINGTON
The above is a full, true, and correct photographic

copy of the ariginal record now In my lawful custody
and posse n as the sama Is recorded In the
I OFFIC RECORDS my office with volume and
[ page numbaer stamped theraor heraby cerify on

JAN -1 1996

luL ‘;1 Y CLERK

WASH umﬁ).\ c,ouw TEXAS

¥ r gy T N
ey g AN U]
Deputy

LaFayne Lsm{‘t:::-
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