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APPLICANT
AGREEMENT

APPLICANT
IDENTIFICATION
TO APPEAR ON
LEASE (type/print)

- 97708

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 UNION PACIFIC RESOURCES COMPANY

0. BOX 7
Address

City FORT WORTH State TEXAS Zip 76101-0007
(Include +4 Code)
Telephone (817) 877-6000

AREA County(ies)__Washington Survey/Area_,0. Walker. K A-106
DESCRIPTION (If Applicable)
Block/Tsp. Section/Tract Acres_p 22
(If Applicable)
g/ J100b976
BID (A) Cash Bonus Enclosed Q22 NN (type/print amount below)
SUBMISSION /)
Nine Hundred Thjrgy-three and No/100------
(B) Sales Fee Attached ($X14.00 3 {00037 {perpint smount beiow
Fourteen and NO/]10Q0-ccca e o cc e e e e e e e e o
This Sales Fee is 1 - 1/2% of the cash bonus as provided in Section 32.110 of the
Natural Resources Code as amended.
MGL. NO. APPLICANT (same as above) BONUS AMOUNT ONLY (A)
(Do Not include sales fee)
947 UNION PACIF MPANY
($)933.00
APPLICANT

TAX LD. # 3

SIGNATURE OF
AGENT
(type/print below)

Dennis Mahlmann
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Lease Form
Revised 10/95
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OIL AND GAS LEASE
NO. N-97708

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 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 Coomissioner 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:

6.22 ACRES MORE PARTICULARLY DESCRIBED IM DEED DATED MARCH 19, 1949, RECORDED IN VOL. 160, P. 167, DEED RECORDS, WUASHINGTOM COUNTY,
TEXAS, FROM LINDA GIDDINGS AMDERSON ANMD CLINTOM GIDDINGS AMDERSOM TO STATE OF TEXAS, COVERING 3.15 ACRES AND IN DEED DATED AUGUST 2,
1961, RECORDED IN VOL. 235, P. 539, DEED RECORDS, WASHINGTOM COUNTY, TEXAS, FROM LINDA GIDDINGS ANDERSON TO STATE OF TEXAS, COVERING
3.07 ACRES. REFERENCE TO SAID DEEDS AND THE RECORDS THEREOF IS HEREIN MADE FOR ALL PURPOSES,

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

WHEREAS, after all bids and remittances which were received up to said time have been duly considered by the Comissioner of the General
Land Office and the School Land Board st a regular meeting thereof in the General Land Office, on the 1st day of Octcber, 1996,
hereinafter the veffective date" and it was found and determined that Union Pacific Resources Company whose address is P.0. Box 7, Fort
Worth, TX ~76101-0007 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled to
roccive a lease thereon:

NOW, THEREFORE, |, 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 authority vested in me and in consideration of the payment by the hereinafter
designated Lessee, the sum of Nine Hundred Thirty Three and 00/100 Dollars ($933.00), 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 take oil and/or
gas from the aforesaid area upon the following terms and conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all 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 Coomissioner of the General Land
-0ffice of the State of Texas at Austin, Texas, the sum of Five Dollars ($5.00), per scre, 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 &, upon
production of oil and/or gas, the Lessee agrees to pay or cause to be paid to the Conmissioner of the General Land Office in Al.-tln,
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) MNON-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 (50X) 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 (50X) 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 velue 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
spply 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 royslty 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) MO 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 teke 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 Conmissioner 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.

(J) 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 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 Commissioner of the General Land Office
at Austin, Texas, in the following manner:

payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently
provide that royalty on oil is due and must be received in the General Land Office on or before the 5th day of the second month
succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the 15th
day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized
agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of all oil
and gas produced and the market value of the oil and gas, together with a copy of all documents, records or 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, summary or other remittance advice showing by the assigned General Land Office lease number the amount of
royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then
Lessee owes 8 penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue a penalty of 10X of the royalty due or $25.00 whichever is greater. In sddition to a penalty, royalties shall accrue interest
at a rate of 12% per year; such interest will begin accruing when the royalty is sixty (80) days overdue, Affidavits and supporting
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is
effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or
causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate
to prohibit the State’s right of forfeiture as provided by law nor sct 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 Commissioner of the General Land Office with
its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Comissioner
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 sll operations on this lease shall be submitted to the Commiss foner of the General
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary sbandorment 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
to drill. Copies of well tests, completion reports and plugging reports shall be suppl ied 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) PEMALTIES: 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 sdministrative rule which is effective on the
date when the materials were due in the General Land Office.

7. RETAIMED 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.




C(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or
extended term it shall then terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of
producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in
oil or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking
operations, or (2) the number of acres included in a producing pooled unit pursuant to Natural Resources Code Sections 52.151-52.153,
or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such
producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other goverrmental
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. 1f 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 smount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be
delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper
depths covered by this lease. . .

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

8. OFFSET WELLS: [f 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 Comnmissioner 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: If, during the primary term hereof and prior to discovery and production
of oil or gas on said land, Lessee should drill & 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 srnual 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 primery 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 ofl 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 fol lowing 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 ofl or gas from the leased
premises, after once obtained, should cease from any cause, this lease shall not terminate i{f 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 a well 8s 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 (40) 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 31,200 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 sccordance with the lease
provisions; whichever date is latest. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease
and the payment shall extend the term of the lease for a 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 Comissioner 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
royslty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 12-month period; and none of
these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided
in N.R.C. Section 52.034; however, at the determination of the Conmissioner, and with the Commissioner’s written approval, the payment
of compensatory royalties shall satisfy the ocbligation to drill offset wells. Compensatory royalty payments which are not timely paid
will sccrue penalty and interest in accordance with Paragraph 5 of this lease.

135. EXTENSIONS: [f, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the
leased premises but drilling operations are being conducted thereon in good faith and in a good and workmanlike manner, Lessee may,
on or before the expiration of the primary term, file in the General Land Office written application to the Commissioner of the General
Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollars ($3,000.00) if this lease
covers six hundred forty (640) acres or less and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640)
acres and the Comissioner 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 |ike 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 snd so long thereafter as oil or gas is produced
in paying quantities; provided, however, that this lease shall not be extended for more than a total of three hundred ninety (390) days
from end 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

for water flood operations without the prior written consent of Lessor. ‘Subject to its obligation to pay surface damages,

Lessee shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operating wells

and transporting and marketing the production therefrom, such use to be conducted under conditions of least injury to the surface of

the land. Lessee shall pay surface damages 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 srea, 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

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

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

20. FORFEITURE: [f 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
suthority 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 provisions of this lease, or if this lease is assigned and the assignment is
not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the
Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the
area shall again be subject to lease to the highest bidder, under the same regulations controlling the original sale of leases.
However, nothing herein shall be construed as waiving the automatic termination of this lease by 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 royslties, and suditing 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 sudit 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 suthorized
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 suthorized 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.

Z5. 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 Conmission 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 natursl 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 SECIRITY: 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: [f, during the primary term, & 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 Matural 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 rumber
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.

28. 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, BO 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. VEWUE: Lessor and lessee, including lessee’s successors and assigns, hereby agree that venue for any dispute arising out of
e provision of this lease, whether express or implied, regarding interpretation of this lease, or relating in sny Way to this leage
or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction tocated in Travis County,
State of Texas.

31. LEASE FILING: Pursusnt to Chapter § of the Tex. Bus. & Com. Code,this lease must be filed of record in the office of the
County Clerk in sy county in which all or sny 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 topies sent to the General Land Dffice,

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

BY:

TITLE:

DATE:

IM TESTIMONY UHEREOF, witness the signature of the Comissioner_of the General Land Office of the State of Texas under the seal
of the Generat Land Office.

COMMISSIONER OF TRE GENERAL LAMD OFFICE

OF THE STATE OF
x ,,AM‘L
Legal
bC

Brec
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STATE OF (CORPORATION mﬂtﬂ)‘.
COUNTY OF : E--:
bt
BEFORE ME, the undersigned authority, on this day personally appeared %'-:. v
24
known to me 1o be the person whose name is subscribed to the foregoing instrument, as 'F.h' i of
Ay
and acknowledged to me that he exec{ged the same
P
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporatidn.':‘ *
Given under my hand and sesl of office this the day of .19 L e
»
b
| AR

Notary Public in and for

STATE OF C(INDIVIDUAL ACKNOULEDGMENT)

COUNTY OF
Beforeme, the undersigned authority, on this day personally appeared

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

same for the purposes and consideration therein expressed.

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

Notary Public in and for
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—h i Stephen F. Austin Building ~
aR Texas General Land Office 1700 North Congress Avenue

Garry Mauro, Commissioner Austin. Texas 787¢1-1495

‘ (512} 4635001

December 4, 1996

Mr. Dennis Mahlmann

Union Pacific Resources Company
P.O. Box 7

Fort Worth, TX 76101-0007

Dear Mr. Mahlmann;

Thank you for participating in the State of Texas Oil and Gas Lease Sale held on Octobcr 1,
1996. In total, over $11 million was generated for the state of Texas.

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. %47 - M-97708

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 Repert 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;

Pnmed on recycled paper with soybean ink



. .

P-12, Certificate of Pooling Authority : .
F-1, NGPA Supplemental Application; and Va.e oo
FERC-121, Application for Determination :i
vt
When production is secured from this lease, production/royalty reports | outlining
production/disposition activities (GLO Forms 1,1a,2,2a) are required to be submiqg_d t(}.fthis
office. If you are not familiar with the required forms and procedures, please call thg Rcﬁ,altpl
Management Division of the Land Office at (512) 463-5042 and request the Oil and Gps Reporgs
and Payment Procedures booklet. With respect to any applicable Resource Managempfn Codesg
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.

e A K vt o e G

— ——

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,
Texas d Commissioner
GM/RH/ka

Enclosures
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IN THE ENCLOSED SELF-ADDRESSED STAMPED ENVELOPE

. IF CORRESPONDENCE IS REQUIRED, PLEASE MAKE
_LESSOR: ST OF TX M-97708 REFERENCE TO THE LEASE NUMBER BELOW, CHECK No. 30007631
. e e FOR PERIOD COMPARY
LEASE SATH | STATE COUNTY OR PARISH RECORDING WOS. LEASE NUMBER
10-0171996] T WASHINGTON 12 10-01-1997 | Tx2-00083984 |
TAXM: 74-6000108 TOTAL: $31.10
COMMISSIONER GENERAL LAND OFFICE - STATE OF TEXAS
1700 N. CONGRESS AUSTIN TX  78701-1436
.
LR R L]
. .
LRl -

IN PAYMENT OF: DELAY RENTAL
OIL AND GAS

98001919

Ly TOTAL BANK SERVICE CHARGE: $.00
TOTAL PAYMENT: Yssmo

LEGAL : WALKER JAS ABST/ID# 106 )

AGENCY LEASE NUMBER: ST TX M-97708

Business Unit :AUSTIN CHALK

—7 '@E’Mélﬂl -
| 1

oy
— - =
& ALL ", L lyCes OW!\OU M‘
:—;e.le&om:r inquiries to VOICE MAIL BOX (817) §77-7077
Eail asldre;.%/l.D. # changes and inquiries to:
e _ ATTN: OBLIGATIONS
O  _ ) Mail Station 3110
o = PO Box7
S - A

— == FortWorth, TX 76101-0007

LESSOR:ST QF TX M-97708

IF CORRESPONDENCE IS REQUIRED, PLEASE MAKE
REFERENCE TO THE LEASE NUMBER BELOW, NO. 30007631
LEASE DATE | STATE COUNTY OR PARISH RECORDING “—M&"é’mﬂm— COMPANY
10-01-1996] Tx WASHINGTON 12 10-01-1997 | TX2-00083984 i
F5-114 (10-88)

‘4‘ -{d&' S ;?.' i

:\,.*:.' i



Rental Payment___ | 7 =T




Type or print only
a4

- 4710

RAILROAD COMMISSION OF TEXAS -

Form G-1
Oil and Gas Division

Rev. 4/1/83

[ AP1 No. 42.477-30805 7. RRC District No.

Gas Well Back Pressure Test, 03
Completion or Recompletion Report, and Log R
1. FIELD NAME (as per RRC Records or Wildeat) 2 LEASE NAME 9. Well No.
Giddings (Austin-Chalk, Gas) Neapolitan Unit 1
3. OPERATOR'S NAME (Exactly as shown on Form P-5, Organtzation Report) RRC Operator Na. 10. County of well site
Union Pacific Resources Company 876645 Washingron

4. ADDRESS

P. 0. Box 7, MS 3006

Fort Worth, Texas 76101-0007

11. Purpose of filing

5. Location (Section. Block. and Survey)
Prosper & Adolphus Hope A #62

Initial Potential m
5b. Distance and direction to nearest town In this county.

2.10 Miles NE from Brenham, Tx. Retest E’
6. If operator has changed within last 60 days, |12 If workover or reclass, give former fleld (with reservoir) & Gas ID or
name (ormer operator oll lease no. GAS IDor | OU—0O WELL Reclass D
FIELD & RESERVOIR OIL LEASE * | Gas—G -
13. Pipe Line Connection Well record only D
Ferguson-Burleson City G.G.S. Giddings (Austin-Chalk, Gas) 158143 G i (Explain In remarks)

14, Completion or recompletion date

15. Any condensate on hand at time of workover 16. Type of Electric or other Log Run.

7-30-97 or recompletion? ["] voy [[] wo ap
Section | GAS DATA
Date of Test 1 Gas Mmluec_?dl%;i Po. Seition - . Gas produced during test
ilve ce Vent tot ritical-
!/ g-2/27 E PW Choke | Meter Tube Prover || 59,318 MCF
e 0 o . Temp. Grawity Compresa Volume
Pun | Bnl® ont. or 24 Hr. Coefl. Static Py, or Dt Flow Temp. Factor Pagtor Pyetor MCF/DAY
No. | ®mee | ChokeSize | Ovif orChoke |  Choke Press i i T [ Fow
1 |5.983 43,250 70,923.02 | 1,168.14 59 88 0.9741 0.9843 1.0838 19,345
L ]
2
3 1% %
4
Sectwn [ * FIELD DAT’. AND PRESSURE CALCULATIONS ,
Gravity (Dry Gas) Gravity Liquid Hydrocarbon Gas-Liquid Hydro Ratio Gravity of Mixture | Avg Shut-in Temp. | Bottom Hole Temp.
- -
0.388%°¢ " Deg API . CF/Bbl | Omix = 419 223 °F [358 °Fe 14,579 (Depth)
8/3 _ 10.806 _ = - -
D3z NI EL = 27.40 JoL = 8,746.4 = 93.52
8/3
c_ 1118 x (D.qm = 12,080.87 = e val = 93.52 - 0.2121
VT _— : = 440.98
27.40 N :
Run Time of i Choke Wellhead Press. Welthead Flow P2 R Rr2 A PPy
No. | Run Min Stze P - Temp. °F [Thousands) (Thousands)
Shut-In 9,815 87 96,334
1 [ 4.320 22/64 6,353 223 40,361 4,079.9 16,645,3 2.550 0.841
2
3
4
e - ’ sal. gks Pl and p P and P42 PR - Pyl Angle of Slope
Na. Tz . (thousands) (thousands)
Shut—In 0.240 0.686 ,1793 11,576 134,011 0 ..43:0 ...
1 [o0.923 0.202 0.765 1:1669 8,810 77,620 56,391 PPN 1.
2 o Absoclute Open Flow
- 46,000 ., mcr/DAY
‘ - -

/

LLTESTER'S CERTIFICATION: |deciare under penalties prescribed in Sec. 91.143. Texas Natural Resources Code. that | conducted or supervised this testand that data and

2

facts shown In Sections | and [l above are true. correct. and complete. to the best of my knowledge. Bottomhaole temperature and the diameter and length of (low string were
umished by the operator of the well

JUnion Pacific Resources Company

Well Tester

man Homburg

Name of Company RRC Representative

1

TOR'S CERTIFICATION: |declare under penalties prescribed In Sec. 91.143, Texas Natural Resources Code, that | am authorized to make this report. that | prepared or
and directed report. and that data and facts stated therein are true. correct. and complete. to the best of my knowledge.

/Wanda Bartell

Regulatory Amalyst  _12-8-97 Tek:

Signature: Operator's representative

Tide Date AC Number




SECTION 11l DATA ON WELL COMPLETION AND LOG [Not Required on Retest) Amended
17. Type of Completion: 18. ;u'uutm[)nll. DATE PERMIT NO.
ug Back or ey o
o D s D “% * Decpen 2-26-97 49835
Recomplete idetrack/Horizont Rule 37 CASE NO.
19. Notice of Intention to Drill this well was flied in Name of Exception
Water Injection PERMIT NO.
Union Pacific Resources Company 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 P "
1 1432.17 Other PERMIT NO.
22 Date Plug Back Deepening. | Commenced | Completed | 23. Distance to nearest well
WerkOver or Drilling ! : Same Leasc # Reservolr
Opernr.hmm
i 3-17-97 | 7-24-97 NA |
24, Location of well relative to nearest jease boundaries I 2026.97 Feet From West Lncand 3202.30 Feet from
lease on which ted
“ = O W b S I NE (Creek) Line of the Neapolitan Unit Lease
25. Elevation (DF. RKB. RT. GR. ETC.) 26, Was directional survey made other
GR: 252 KB: 284" than inclination (Form W—12)? m Yes D No
27. Top of Pay B3 th [20. P th 30, Surface Casing| i X Y
2?8-%15% 16, {580 Determined by:| Fieid | Recommendation of TDW.R Dt of Letter ' ' =697
14,336 14,777°'TVD 14,777TVD | Rules | Raiiroad Commsssion (Special) | | Dt of Letter
a1. = well inultiple completion? |32 If multiple compietion. list all reservoir names (completions in this well) and Ot] Lease 33. Intavals | Rotary | Cabie
or Gas ID No. . GAS ID or Oli—0 WELL pDrided | |
D IZ] FIELD & RESERVOIR OIL LEASE * | Gas—G - by: |
Yes No ;X |
34. Name of Drilling Contractor 35. Is Cementing “Jidavit
— Attached?
HA&P #1137 EZ] Yes [:] No
36. CASING RECORD (Report All Strings Set in Well)
MULTISTAGE TYPE & AMOUNT TOP OF SLURRY VOL.
5 Si */FT. EPTH SIZE
CAGERG s WS & s TOOL DEPTH CEMENT (sacks) i CEMENT cuft
13 3/8" 61# . WL 180sxs STD 17 1/2" Surface 3046'
s 58" 53, 5# 12,250 465sx835:65 POL 12 1/4" 10,250 1204"
. + 235 sxs "H"
o7 548" 29.7# 1501581 505sxs PREM. 9 1/4" 1.9“:" 797.57
""':
7.8 %8 LINER RECORD
b T TOP Bottom Sacks Cement Screen
(SIQ2), 4" 14,294" 15,451
. LI
aees
.- e
A_A
5 0% TUBING RECORD 39. Producing Interval (this compietion) Indicate depth of perforation or open hole
Size Depth Set Packer Set From (ST03)14,474'MD; 14,450'TVD To 18,193'MD; 14,777'TVD
2_17/8" 14,123 From (ST04)14,494'MD 14,451'TVD Te 16,505'MD; 14,611'TVD
From To
From To
40, ACID, SHOT, FRACTURE, CEMENT SQUEEZE. ETC.
Depth Interval Amount and Kind of Matenial Used
(STOD) 15,079'MD; 14,644'TVD to 17,770'MD; -ORIGINAL SIDETRACKS .
14,579'TVD*)
(STO1) 14,064'MD; 14,057'TVD to 15,015'MD;
14,907'TVD*)
(ST)2) 15,115'MD; 14,906'TVD to 18,812'MD;14,885'TVD
41, FORMATION RECORD (LIST DEPTHS OF PRINCIPAL GEOLOGICAL MARKERS AND FORMATION TOPS)
Formations Depth Formations Depth
Austin Chalk 14,436'MD; 14,4127TVD
Buda 14,992'MD; 14,663'TVD H
|

REMARKS

*SEE_ATTACHMENT A




Z22® Union Pacific
- B Resources
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W-2 ATTACHMENT “A”
Neapolitan Unit #1
Giddings (Austin Chalk, Gas)
Washington County, Texas

(ST00) - CIBP @11,950"
Whipstock Fish: 19.88"; Top @11,888' - 11,908’
Fish left in hole below plug @11,950” CIBP 1.20", Setting Tool 9.00' CCL 2.10',

Rope Socket 1.25' - 13.65'

(STO1) - CIBP @ 11,858’
set whipstock @11,836' - Top @ 11,816’

Window top @ 11,816" - 11,827

.':' ! (ST02) - CIBP @ 14,484' Perforated 14,477 - 14,4738' Squeezed w/ 200 sx cement.

801 Cherry Street Fort Worth, Texas 76102-6803 (817) 877-6000
TWX (910) 893-5024 TELEX 758-447



. County  WASHINGTON Field Glddings (Austin-Chalk, Gas)
Operator UNION PACIFIC RESOURCES Company
GAS WELL Lease Neapolitan Unit #i

Volume 46,000 MCF/24 hr.
BACK PRESSURE CURVE Date Tested 08/04-07/97
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[ OIL AMD GAS LEASE
0. B-97708

[ VHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 51, and Chapter 52, Subchapters A-D snd 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 smendments to said N.R.C., the following area,

to-wit:

L] e

L ‘

“.'Bm MORE PARTICULARLY DESCRISED 1M DEED DATED MARCE 19, 1949, IN VOL. 160, P. 167, DEED RECORDS, WASNINCTON COLMTY,

LJJEAS, FRON LINDA GIDDINGS AMDERSON AND CLINTOM GIDOIMGS AMDERSON TO STATE OF TEXAS, COVERING 3.15 ACRES AND IN DEED BATED AUGLST 2,
191, RECORDED IN VOL. 235, P. 539, DEED RECORDS, WASNINGTON COUNTY, TEXAS, FRON LINDA GIBDINGS ANDERSON TO STATE OF TEXAS, COVERING
s,wm-mmummnmmmummwmmm,

. w,"ftor being duly sdvertised, of fered for lesse for the Texas Department of Transportation on the 1st day of October, 1996, st 10:00
‘¢'clack a.m., by the Commissioner of the General Land Office of the State of Texas and the School Land Board of the State of Texas,
for the sole and only purpose of prospecting snd drilling for, and producing ofl and/or gas that may be found and produced from the
sbove described sres; snd

i m, after all bide and remittances which were received up to sald time have been duly considered by the Commissioner of the General

?o..m Offica and tha School Land Board at s regular meeting thereof in the Genersl Land Office, on the st day of October, 1996,

! * hestinafter the "effective date® and it was found send determined that Union Pacific Resources Company whoss address {s P.0. Box 7, Fort
Worth, TX T6101-0007 had offered the highest and best bid for a lease of the ares above describsd mnd fa, thersfors, entitled to
receive s lesse thereon: . .

BOM, THEREFORE, I, Garry Msuro, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as
"Lessor,* whoss address is Austin, Texas, by virtus of the suthority vested in me and In conaideration of the paymant by the hereinafter
desigrated Lesses, the sum of Bine Bundred Thirty Thres and 00/100 Dollars ($933.00), recaipt of which is hersby acknowledged and of
the roysities, covenants, stipulstions snd conditions contained and hareby agreed to be pald, observed and performed by Lesses, do
hereby demisa, grant, lesse and let unto the sbove ment|oned bidder the exclusive right to prospect for, produce snd take ofl snd/or
pea from the aforesaid area upon the following terms and conditions, to-wit:

1. RESERWATION: Therw is hereby excepted snd reserved to Lessor the full use of the property coversd hersby and all rights with
respect to the surface snd subsurface thereof for any and all purposes except those granted snd to the axtent herein granted to Lessee,
together with the rights of ingresa and egress and use of said lends by Lessor snd (ts mineral lessees, for purposes of exploring for
and producing the minerals which are not covered, or which mey not be covered in the future, under the terms of this lease, but which !

| may be located within the surface boundaries of the leased ares. 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 Lesses herain shall be exsrcised in such a menner that neither shall
[ unduly interfere with the operations of the other.

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

3. DELAY RENTALS: [f no well be commenced on the land hereby leased on or before the smniversary date of this lease, this (esse l
shall terminate as to both parties unless the Lesses on or before said date shall pay or tender to the Commissioner of the General Land |
~Office of the State of Texas st Austin, Texas, the sum of Five Dollars (35.00), per acre, which shall cparste ss rental and cever the !

privilege of deferring the commencemsnt of & well for tuelve (12) months from sald date. In like manner and like payments or |
tenders the commencesent of a well may be further deferred for (ke periods of the same rumber of months successive y during the primscy |
term hereof. '

4. PRODUCTION ROYALTIES: Subject to the provisions for royslty reductions set out In subparsgraph (E) of this parsgraph &, upon
production of oil snd/or gas, the Lesses sgrees to pay or csuse to be paid to the Commissioner of the General Land Office in Austin,
Texas, during the term hereof:

A CERTIFIED COPY issued """~ <7

Bath Rothermel
Washington County, TX.__( /L_—"Deputy
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(A) OIL: As & 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 s 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 ary, offered or paid for oil, condensats, distiliate, or other
Ligquid hydrocarbons, respectively, of a Like type and gravity in the genersl ares whers produced snd when run, or 2) the highest market
price thereof offered or paid in the general ares whers 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 & plant, it will
be run free of coat to Lessor through an sdequate oil and gas separator of conventional type or other equipment at least as efficlient
to the end that all liquid hﬂ‘tﬁﬂ recoverable from the gas by such means will be recovered. Upon written corsent of Lessor, the
requirement that such gas be ruh #hrbugh such a separator or other equipment may be waived upon such terms snd conditions ss prescribed
by Lessor.

(8) MWON-PROCESSED GAS: As & royalty on any ges (including flared gas), which is defined as all hydrocarbons and gaseous
substances not defined as oil in subparagraph (A) sbove, produced from any well on said land (except as provided herein with respect
to gas processed in a plant for the extraction of gasoline, 1iquid 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 of fered for gas
of comparsble quality in the general srea 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 sxceed 14.65
pounds per square inch sbeolute, snd the standard base temperature shall be sixty (60) degrees Fshrenheit, correction to be made for
pressure sccording to Boyle’s Law, and for specific gravity sccording to test made by the Balance Nethod or by the most approved method
of testing being used by the industry at the time of testing.

(C) PROCESSED GAS: As s royalty on any gas processed in a gascline 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
sttributsble to gas produced from this lease, and on fifty percent (50X) or that percent sccruing to Lessee, whichever {s the greater,

of the total plant production of Liquid hydrocarbons, attributable to the gas produced from this lease; provided that ff liquid

e o, hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliste) ouns an interest,
*.* dhen the percentage spplicable tg liguid hydrocarbons shall be fifty percent (50X) or the highest percent accruing to a third party
** processing pas through such plant under s processing sgreement negotisted at arms’ length (or {f there {s no such third party, the
.":'.Md\-t percent then being specified in processing sgresments or contracts in the Industry), whichever (s the greater. The respective
**  sroysities on residue gas and on Liquid hydrocarbons shall be determined by 1) the highest market price pald or offeared for any gas (or
. liquid hydrocarborm) of comparsble quality in the general area or 2) the groas price pald or offered for such residue gas (or the

LT weighted sversge gross selling price for the respective grades of Liquid hydrocarbors), whichever is the greater. In no svent, however,

- . shall the roysities psyable under this parsgreph be less then the royalties which would have been due had the gas not been processed.

(D) OVNER PRODUCTS: As a royslty on carbon bleck, sulphur or any other products produced or menufsctured from gas (axcepting
L iquid hydrocarbons) whether said gas be “casinghesd,® “dry™ or any other gas, by fractionating, burning or any other processing, 1/4

. part of prosas production of such products, or the market value thereof, at the option of Lessor, such market value to be determined
es follows:
LT
g (1) On the basls of the highest market price of sach product, during the same month in which such product {s produced, or

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

(E) WARIABLE ROYALTY: (1) Subject to the other provisions of this lease, it ia hereby provided that in the event production
in paying quantities {s established pursuant to the terms of this leass and such production is brought on Line and sales thersof are
commanced Within sightesn (18) months of the effective date hereof, the royalty rate provided herein shall be reduced to 20X, snd shall
spply to sach subssquent well drilled and produced on the land coversd by this lease. Provided that, |f during such sightesn (18) month
term during which Lesses may sarn a reduced royalty rate of 20X as herelin provided, Lesses should dreill in good falth and complete the
first well ms & dry hole on the land covered by this leass, Lesses sy receive a three (3) month axtersion of the term in which to sarmn
» reduced roysity rate by giving notice to the Commissioner of the General Land Dffice, commencing drilling oparationa on an additional
wall prior to the expiration of such three (3) month period and prosscuting diligently snd in good faith the drilling of such sdditional
wall and completing same 80 that production in paying quantities s establ ished and so that such production |s brought on Line and sales

} thereof sre commenced prior to the expiration of such three (3) month extension perfod.

| (11) In the event production in peying quantities Is established pursuant to the terms of this lease and such production is
breught on Line and sales thereof are commenced after the expiration of efghteen (18) months from the effective date hereof but prior
to the expiration of thirty-six (36) months from the effective date hereof, the royslty rate provided herein shall be reduced to 22.5X
and shall spply to esch subsaquent well drilled and produced on the Lend coversd by this lease.

(F) WO DEDUCTIONS: Lessee agrees that all roysities accruing to Lessor under this (ease shall be without deduction for the
coat of producing, transporting, snd otherwise making the ofl, gas snd other products produced hereunder ready for sale or usa.

i

|

b (G) ROTALTY IN KIMD: WNotwithstanding snything contained herein to the contrary, Lessor may, at its option, upon not less

] than 60 deys notice to Lesses, require at any time or from time to time that psyment of all or any royalties accruing to Leasor under

! this (ease be made in kind without deduction for the cost of producing, gathering, storing, sepsrating, treating, dehydrating,
compressing, processing, transporting and otherwise making the oil, ges 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 Lesses’s obligations, whether express or
fmplied, under this lease.

A CERTIFIED COPY issued iJAN B 19%

Bath Rothermel, County Clerk
Washington County, TX___L/L__Deputy
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(M) PLANT FUEL AMD 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 contsined 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
s0 recycled until such Lime as the same may thersafter be produced and sold or used by Lessee in such manner as to entitle Lessor to
a royalty thereon under the royslty provisions of this lease.

(1) WINIMUS ROYALTY: During sy year after the expiration of the primery term of this lease, if this lesase 1s maintsined
by production, the royalties paid to Lessor in no event shall be less than an smount equal to the total srrusl delay rental herein
provided; otherwise, there shall be due and paysble on or befors the last day of the month succesding the anniversary date of this lease
s sum eqal to the total annual rental less the amount of royalties paid during the preceding year.

(J) WARGINAL PRODUCTION ROTALTY: Upon Lessee’s written application, the School Lend Board may reduce the royalty rate set
out in this paragraph snd/or the minimm royalty set out in subparsgraph 4 (1) to extend the economic Life of this lease and encoursge
recovery of ofl or gas that might otherwise remain unrecoversd. Any such royalty reduction must conform to the requirements of sny
School Land Board administrative rules on this subject. Royalty say not be reduced below the applicable statutory minimm.

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently
provide that royalty on oil {s due and mut be received in the General Lend Office on or before the Sth dey of the second month
succeading the month of production, snd royalty on gas is due snd mumst be received in the Ganeral Land Office on or before the 15th
day of the sacond month succeeding the month of production, sccompanied by the affidavit of the owner, msnager or other suthorized
sgent, completed in the form and manner prescribed by the General Land Office and shouwing the gross ssount snd 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 snd market value including gas meter readings, pipeline receipts, gas line receipts snd other checks or
memorancs of smount produced and put into pipelines, tanks, or pools and gas Lines or gas storage, and sny other reports or records

o Shich the General Land Office may require to verify the gross production, disposition snd market value. In all cases the suthority
of .4 Aermger or agent to act for the Lessee herein must be filed in the General Land Office. Esch roysity peymsnt shall be sccompanied
oy, g check atub, schedule, summary or other reaittance advice showing by the ssaigned General Land Office lesss mumber the amount of

. ity being paid on esch lease. [f Lesses pays his royalty on or before thirty (30) days after the royalty peyment wes due, then

aves a paralty of 5% on the royalty or 525.00, whichever {s greater. A roysity peyment which is over thirty (30) deys late shall

Sccrue & pesralty of 10X of the royalty dus or $25.00 whichever is greater. In sddition to a psmalty, roysities shall sccrus Interest
« " ten rate of 12X per ysar; such interest will begin sccruing when the royalty fs sixty (60) deys overdus. Affidevits and supporting

. shich are not filed when dus shall incur a penalty in sn amount set by the Ganeral Land Office adeinistrative rule which is
effective on the date when the affidevits or supporting documents were dus. The Lesses shall bear sll resporaiblility for peying or
camming reyalties to be paid as prescribed by the dus date provided herein. Payment of the delinguency peralty shall in no wey operste
to prohibit the State’s right of forfeiture as provided by law nor sct to postpone the date on which royslties were orfiginally due.

* The sbove peralty provisions shall not apply in cases of title dispute ss to the State’s portion of the royslty or to that portion of

"--PP royalty in dispute se to falr serket value.
® -

6. (A) NEBERVES, CONTRACTS AMD OTHER BECORDS: Lesses shall anvuslly fumnish the Commissioner of the General Land Office with
ita best poseible estimate of oil and gas reserves underlying this lesss or allocsble to this lesse and shall fumish said Commissioner
with ceples of all contracts under which gas is sold or processed and sll subsequent agressents and amendments to such contracts within
thirty (30) deys after entering into or meking such contrects, sgresmants or smendsents., Such contracts and sgreements when recsived
by the General Land Office shall be hald in confidence by the General Land Office unless otherwise msthorized by Lessee. ALl other
contracts end records pertaining to the production, trsnsportation, sale and marketing of the ol and ges produced on said prewises,
including the books and sccounts, receipts snd discharges of all wells, tanks, pools, meters, snd pipelines shall at all timsa be
subject to Inapection snd exsminetion by the Commissionsr of the General Land Office, the Attorney General, the Governor, or the

representative of sny of them.

(8) PRILLING RECORDE: Written notice of all operations on this lesse shall be submitted to the Commissioner of the Ganeral
Lexd Office by Lessee or operator five (5) deys before spud dete, workover, re-entry, temperary sbendorment or plug snd sbendormant
of aryy woll or wella. Such written notice to the General Land Office shall Include coples of Railroad Commisaion forms for application
to drill. Coples of well tests, completion reports and plugging reports shall be suppl led to the Senersl Land Office st the time they
are filed with the Taxas Reilroad Commission. Lesses shall supply the Cenersl Land 0ffice with any recerds, sssorands, sccounts,
reports, cuttings and cores, or other information relative to the operstion of the sbove-described premises, which mey be requestsd
by the General Land Office, in sdkdition to thoss herein expressly provided fer. Lesses shall have an slactrical and/or radicactivity
survey made on the bore-hole section, from the bese of the surface casing to the total depth of well, of all wells drilled on the above
deacribed premisss and shall tranemit a trus copy ef the Log of ssch survey on sach well te the Genersal Land Offlce within f{ftesn (15)
days after the making of sald survey.

(C) PERALTIES: Lesses shall incur s pesralty whenever reports, documents or other materisls sre not filed in the Seneral Land
Office when dus. The psmalty for late filing shall be set by the General Land Office administrative rule which 1s effective on the
" date vhen the materials were due in the General Land Office.

7. METAINED ACREAGE: Motwithstending sny provision of this lease to the contrary, after a weall producing or capsble of producing
oil or gas has been completed on the lessed premises, Lesses shall sxercise the dilipence of a ressonably prudent operator In drilling
such sdditionsl well or wells as may be ressonsbly necessary for the preper development of the |essed premises and in marketing the
procducton thereon.

. JAN -7 1998

Beth Rothermel, County Clerk
Washington County, TX.__ };_\_ —Deputy
Fayne Littleton
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(A) WVERTICAL: 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 scres surrounding esch ofl well capsble of
producing in paying quantities and 320 acres surrounding esch gas well capable of producing in paying quantities (including a shut-in
ofl or gas well as provided in Parsgraph 11 hereof), or s well upon which Lessee 18 then engsged in continuous drilling or reworking
operations, or (2) the nusber of scres Included in & producing pooled unit pursuant to Natural Resources Code Sections 52.151-52.153,
or (3) such grester or lesser musber of scres as may then be allocated for production purposes to a proration unit for eech such
producing well under the rules snd regulations of the Railroad Cosmission of Texas, or sy successor agency, or other goverrments|
suthority having jurisdiction. Within 90 days of a partial termination of this lease in sccordance with this subperagraph snd upon
payment of the minimm 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 snd egress on and scross the terminated portion of the lessed premises as may be
ressonebly necessary for the continued operation of the portions of the lesse remaining in force and effect. If Leasee fails to spply
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) MORIZONTAL: [n the event this lease is in force and effect two (2) years after the expiration date of the primery 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 acreage retained in Paragraph 7 (A) sbove, unless on or before two (2) years after the primsry or extended
term Lesses pays an smount equal to one-half (1/2) of the borus originally paid ss corsiderstion for this lease (us specified on page
1 hersof). If such amount is paid, this lease shall be in force snd effect as to such deeper depths, snd sald termination shall be
delayed for an additionsl period of two (2) years and 50 long thersafter as oil or gas |s produced in paying quentities from such deeper
depths covered by this lease. . .

(C) IDEMTIFICATION AMD FILIMG: The surface acresge retained heresunder as to sach wall shall, ss nearly as practical, be in

o the form of & square with the well located in the center thereof, or such other shape s may be approved by the School Land Bosrd.

L
-

oﬂfvdn thirty (30) deys after partial terwination of this lease as provided herein, Lessee shall execute and record a relesse or
Teleases containing a satisfactory legal description of the scresge and/or depths not retained hereunder. The recorded relesss, or

o« "*wcertified copy of same, shall be filed in the Ceneral Land Office, sccompanied by the filing fee prescribed by the Genersl Land Offlce
es‘rfles In effect on the date the releese is filed. If Lessee fails or refuses to executs and record such relesse or relesses within
« ninety (90) deys after being requested to do so by the Genersl Land Office, then the Commissioner at his sole discretion mey des!gnate

by written instrussnt the scresge and/or depths to be relessed hereunder and record such inatrument at Leasee’s expsnse in the county

+ & counties where the lease |5 located and In the official records of the Ganeral Land Offfce and such designation shall be binding
uUpon Lesses for all purposes. If at sny time after the effective date of the partial terminetion provisions hereof, the spplicsble
field rules are changed or the well or wells located thereon are reclassified so that less scresge (s thersafter allocated to safd well
or wells for production purposes, this lease shall thereupon terminete as to sll scresge not thersafter allocated to sald well or wells
for preduction purposes.

0:- -1 8. OFFSET MELLS: [f ofl 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 (s within one thousand (1,000) feet of the srea included herein, or which well
is draining the srea coversd by this lease, the Lesses shall, within sixty (60) deys sfter such initisl production from the draining
well or the well located within one thousand (1,000) feet from the sres coversd by this lesse begin in good faith and prosecuts
diligently the drilling of sn effset well on the sres coversd by this lease, and such of faet wall shall be drilled to such depth se
sy be necessary to prevert the undue drainege of the aree coversd by this Lesse, and the Lesses, manager or driller shall use all meers
necsssary in a good faith effort to meke such offsat well produce ofl and/or ges In commerclal quantities. Only upon the determinetion

of the Comissioner and with his written approval, mey the payment of a compersatory roysity satisfy the obligation te drill an offset
well or wells required under this Paragraph.

. 9. DY NOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primery term hereof and prior to discovery snd productfon
of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or {f during the primery term hersof and after the
discovery end actusl production of eil or gas from the lessed premises such production thersof should ceese from any cause, this lsase
shall not terwinate if on or before the sxpiration of sixty (60) deys from dete of completion of sald dry hole or cessation ef
productisn Lesses commences additienal drilling or reworking eperetiona therson, or pays or tenders the next srvwal deley rental in
the same marner as provided (n this lease. If, during the last ysar of the primery term or within sixty (60) deys prior thereto, a
dry hole be cespleted and sbendoned, or the production of oil or pes should cesse for any csuse, Lesses’s rights shall remain In full
foree and effect without further operations until the expiration of the primery term; and {f Lessse has not resumed production in peying
quantities at the expirstion of the primery term, Lesses may maintain this lesse by conducting additional drilling or resorking
sperations pursuant to Paregraph 10, using the expiration of the primery term se the dete of cessation of production under Parsgraph
10. Should the first well or sy subsequent well drilled on the sbove described land be completed ss & shut-in ofl or pes well within
the primery term heresof, Lesses may resume payment of the snnual rental in the same serner as provided herein on or befors the rental
peying date following the expiration of sixty (60) days from the date of completion of such shut-in ol or gas wall and upon the faflure
to meke such peyment, this (sese shall ipso facto terminate. If st the expiration of the primary term or any time thersafter s shut-in
oil or ges well {s located on the lessed presises psyments mey be made in sccordence with the shut-in provisions hersof.

10. CESSATION, DRILLING, AMD REMORXING: [f, after the expiration of the primary term, production of ofl or gas from the lessed
premises, after ence cbtained, should cesse from ey cause, this lesse shall not terminete 1f Lesses commences additional drilling or
resorking operations within sixty (60) deys sfter such cessstion, snd this lesse shall remsin In full force and effect for so long as
such operstions continue in good faith and In werkmenl ke merner without Interruptions totaling more than sixty (60) deys. If such
drilling or resorking cperations result in the production of oil or gas, the leass shall remain In full force and effect for so long
88 oil or gas is produced from the leased premises in paying quentities or peyment of shut-in ofl or gas well royaities or payment of
compensatory royalties is made ss provided herein or as provided by lsw. 1f the drilling or reworking operations result in the
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completion of u well 88 » dry hole, the lesse will not terminate if the Lessee commences sdditional drilling or reworking ocperations
within sixty (60) deys after the completion of the well as & dry hole, and this lease shall remsin in effect so long as Lessee continues
drilling or reworking operations in good faith and in & workmenlike menner without interruptions totaling more than sixty (60) deys.
Lesses shall give written notice to the General Land Office within thirty (30) days of sny cessation of production.

1. SMUT-IN ROYALTIES: For purposes of this peragraph, “well® means any well that has been assipned s well number by the state
spancy having jurisdiction over the production of of Ll and paa. 1f at any time after the axpiration of the primsry term of a leass that,
until being shut in, wes being maintained in force and effect, a well capable of producing oil or gas in paying quantities ia located
on the lessed premises, but oil or gas is not being produced for lack of suitable production facilities or lack of » suitable market,
then Lesses mey pey ss a shut-in eil or ges royelty sn smount squal to deuble the snnusl rental provided in the lease, but not less
£1,200 & yoar for sech well capsble of producing ofl or gas in paying quantitiss. To be effective, sach Initial shut-in oil or
reyelty mut be paid on or before: (1) the expirstion of the primsry term, (2) 60 deys after the Lesses ceases to produce oil or
from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance with the lsese
fona; vhichever dete s Iatest. 1f the shut-in oll e ges royalty iz paid, the lesse shall be cormiderad to be a producing lesse
poyment shall sxtend the term of the lesse for & period of one year from the end of the primary term, or from the first dey
following the month in which production cessed, snd, after that, if no suitable production facilities or suftable merket
or gas exists, Lesses may extend the lease for four more successive periods of one (1) yesr by paying the same smount sach
before the spiration of sach shut-in year.
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12. COMPENSATORY ROVALTIES: [f, during the period the lease is kept in effect by peyment of the shut-in eil or ges royulty, efl
pes |8 sold and deliversd in peying quentities from a well located within one thousand (1,000) feet of the leassd premises and
completed in the same producing reservoir, or in any cese in which drainage is occurring, the right to continue to maintain the leese
paying the shut-in oil or gas royslty shall ceass, but the leass shall remain effective for the remainder of the year for which the

roysity has been paid. The Lesses mey maintsin the lesse for four more successive yssrs by Lessee peying compensatory reyslty at the

royslty rate provided in the lsase of the market value of production from the well causing the drainage or which is completed in the
same producing reservoir snd within one thousand (1,000) feet of the lessed premises. The compsnsatory royalty is to be pald monthly
te the Commissioner beginning on or befors the last day of the month following the month in which the ofl or gas is produced from the

Il couming the drainage or that |s completed in the sams producing reservoir and located within one thousend (1,000) feet of the
« (aablg premises; {f the compsnsatory royslty paid in sny 12-month period is in en ssount less than the arvuml shut-in oil or ges

Poywity, Lessee shall pay an smount squal to the difference within thirty (30) deys frem the end of the 12-month peried; and none of
theas provisions will reliseve Lessee of the cbligation of ressonable development nor the obligation to drill offset wells as provided
-UI'I,'.I:. Section 52.034; however, at the determination of the Commissioner, and with the Commissioner’s written approval, the psyment
gf compsnsatory royelties shall satisfy the cblipation to drill offset wells. Compensatory royalty peyments which are not timely peid

.gi.l.l sccrus psralty snd Interest in sccordence with Parsgragh 5 of this lease.

L
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= :B EXTESSIONS: [f, st the expiration of the primery term of this (esse, production ef oil or gas has not besn obtained on the
lessed premises but drilling operatiens sre being conducted thersen in good faith and in & pood and workmenlike menner, Lesses mey,
on or before the sxpiration of the primery term, fils in the Caneral Lend Office written application to the Cesmissioner of the General
. Land Office for » thirty (30) dey extermion of this lesse, accompenied by peyment of Three Thousand Dollers ($3,000.00) if this lesse
covers six hndred forty (#40) acres or less and 31x Thousend Dol lers (36,000.00) (f this (ease covers more than six hndred forty (640)
*sqagfen and the Commisaioner shall, in writing, extend this lesse for a thirty (30) dey period from and after the apiration of the
®  primsry term arcl so long thersafter as ofl or gas {s produced in paying quantities; provided further, that Lessss may, so long as such
filing operstions are being conducted meke |ike application snd peyment during any thirty (30) dey extended period for an sdditionsl
extermion of thirty (30) deys and, upon receipt of such spplication end peysent, the Commissioner shall, In writing, again extend this
lease so that same shall remmin in force for such sdditionsl thirty (30) day period snd so long thersafter se oll or ges s produced
in paying quantities; provided, however, that this lease shall not be extended for more than s totsl of three hundred ninety (390) deys
from snd after the axpiration of the primery term unless production in paying quantities has been obtained.

&

4. USE OF UATER; SURFACE: Lesses shall have the right to use water produced on said Land necessary fer operstions hersunder and
solely upen the lessed premises; provided, howsver, Lesses shall not use potable water or water suitsble for livestock or frrigation
purposes for wuater floed operations without the prior written consent of Lessor. ‘Subject to its cbligation to pey surfece damages,
Lesses shell have the right to use so much of the surface of the land that mey be reasonsbly necessary for drilling and operating wells
and treneporting end merketing the preduction therefrom, such use to be conducted under conditions of lesst injury to the surfece of
the land. Lesses shall pey surface demsges in en ssount set by the Genersl Lend Office fee schedule which s effective on the date
when the activity requiring the payment of surface dasages occurs.

15. POLLANION: In developing this srea, Lesses shall use the highest degree of cere and all proper safegpuerds to prevent
pollution. Without Limiting the foregoing, pollution of cosstal wetlends, retural weterweys, rivers snd impounded weter shall be
prevented by the use of cortairment facilities sufficient to prevent spillage, sespage or ground water contamination. In the event
of poliution, Lesses shall use all meers st its disposal to recapture all escaped hydrocsrbons or other pollutant and shall be
respord ible for all demsge to public end private properties.

(A) UPLAMDS: Lessee shall build snd meintain fences sround ite slush, susp, end drainage pits snd tank batteries so as to
protect livestock sgainet loss, demsge or injury; snd upon completion or abendorment of any well or wells, Lessee shall fill and level
sll slush pits and cellars and completely clean up the drilling site of sll rubbish thereon.

(8) SUBMERGED LAMDS: No discharge of solid waste or garbege shall be allowed into State waters from any drilling or support
vessels, production platform, crew or supply boat, barge, jsck-up rig or other equipment located on the lessed arsa. Solid waste shall
include but shall not be Limited to containers, esquipment, rubbish, plsatic, glass, and any other men-made non-blodegradeble |tems.
A aign mat be displeyed in & high tratfic sres on all vessels snd menned platforms stating, "Discharge of any solid waste or garbege
imto State Usters from vessals or platforms is strictly prohibited and may subject s State of Texss lesss to forfelturs.® Such
statement shall be in lettering of at least 1* in aize.
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(C) RIVERS: To the extent necessary to prevent pollution, the provisions found in subsections () and (b) of this persgraph
shall also spply to rivers end riverbeds.

() PEMALTY: Failure to comply with the requirements of this provision may result in the maximm permaity allowsd by law
including forfeiture of the lesse. Lesses shall be Lisble for the demeges caused by such failure and any costs and expenses |ncurred
in cleaning sress affected by the discharped waste.

i 95. IDENTIFICATION RARKERS: Lessee shall erect, at & distance not to sxceed twenty-five (25) feet from each well on the premises
[ coversd by this lease, a legible sipn on which shall be stated the name of the operator, the lesss designation and the well rumber.
Where two of more wells on the same leass or where walls on two or more leases are comnected to the sams tank bettery, whether by
indivicuml flow Line connections direct to the tank or tsnks or by use of & multiple header system, sach Line betwesn sach well and
such tenk or header shall be legibly identified at all times, either by a firmly attached tsg or plate or an {dertification praoperly
paintad on such line st a distance not to excesd three (3) feet from such tank or header connection. Said signa, tags, plates or other
ident | fication merkers shall be maintained in a legible condition throughout the term of this lease.

17. ASSIGMMENTS: The lease may be transferred at sny time. ALl transfers must reference the lesse by the file rumber and mst
[ be recorded in the county where the area is located, snd the recorded tranefer or a copy certified to by the County Clerk of the county
| where the tranafer is recorded must be filed in the Genersl Land Office within ninety (90) deys of the sxecution date, ss provided by
[ N.R.C. Section 52.026, sccompanied by the filing fee prescribed by the Cenersl Land office rules in effect on the date of receipt by
the General Land Office of such trenefer or certifisd copy thersof. Every trenaferse shall succeed to sll rights and be subject to
sll obligations, Lisbilities, and penalties owed to the State by the original lessee or sy prior tranaferse of the lease, including
any lisbilities to the state for unpaid royalties.

18. RELFASES: Lesses may relinquish the rights grented hereunder to the State at sny time by recording the relinguishment in the
county where this sres is situsted and filing the recorded relinquishment or certified copy of same in the General Land Office within
,3t.nty (90) days after {ts sxscution sccompsnied by the filing fee prescribed by the General Land Office rules in effect on the date
= geceipt by the Genersl Land Office of such rel inguishment or certified copy thersof. Such relinquishment will not have the effact
o A relessing Lesses from mny lisbility theretofore sccrued in favor of the State.
LY

[ s’ 219. LIBM: In sccordence with N.R.C. Section 52.136, the State shall have a first Lien upon all ofl snd gas produced from the sres
e covered by this lesse to secure payment of all unpaid royalty snd other sums of money that mey become dus under this lesse. By
* s JACCEPtANCE of this lease, Lessee grants the State, in sddition to the Lien provided by N.R.C. Section 52.134 and any other applicable
oo *HUatutory lien, an express contractual Lien on and security interest in all leased minerals in snd extracted from the leased premises,
aPl procesds which mey sccrus to Lesses from the sale of such leased minersls, whether such proceeds are held by Lessee or by a third
party, snd all fixtures on and {mprovessnts to the lessed premises used in connection with the production or processing of such |essed
minerals in order to secure the peyment of all roysities or other amounts due or to becoms due under this lease and to sacure payment
« of sryy demmges or loss that Lessor may suffer by resson of Lessee’'s bresch of sry covensnt or condition of this lesses, whether express
or implisd. This lien and security Interest mey be foreclossd with or without court procesdings in the menner provided in the Title
f ':--.’, Chapter 9 of the Texss Buminess and Commerce Code. Lesses agrees that the Commissioner msy require Lesses to swecute end record
Such inetruments ss mwy be ressonsbly necessary to acknowledge, sttach or perfect this Lien. Lesses hersby represents that thers are
no prior or supsrior llens arising from snd relsting to Lessea’s sctivities upon the sbove-described property or from Lesses’s
scquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner

wey declare this lesse forfeited ss provided herein.

20. FORFEITURE: 11 Lessee shall fail or refuse to meke the payment of sny sum within thirty (30) deys after {t bacomss dus, or
if Lesses or an suthorized sgent should knowingly make any false return or false report concerning production or drilling, or |f Lesses
shall fail or refuse to drill smy offset well or wells in good faith ss required by law and the rules and regulations sdopted by the
Commissioner of the General Land Office, or if Lessee should fail to file reports in the menner required by Law or fail to comply with
rules snd regulations promulgated by the General Lend Office, the School Land Board, or the Rallroad Commission, or refuse tha proper
suthority access to the records pertaining to operations, or {f Lessee or an suthorized sgent should knowingly fail or refuse to give
correct information to the proper suthority, or knowingly fail or refuse to furnish the General Land Office & correct log of any well,
or if Lessee shall knowingly viclate sny of the material provisions of this lease, or if this lease is sssigned and the assigrment is
not filed in the General Lend Office as required by lasw, the rights sequired under this lease shall be subject to forfeiture by the
Commissioner, snd he shall forfeit seme when sufficiently informed of the facts which suthorize a forfeiture, and when forfeited the
ares shall sgain be subject to lsass to the highest bidder, under the samwe regulations controlling the original sale of leases.
Hosever, nothing herein shall be construed ss waiving the sutomstic termination of this lsase by operstion of lew or by resson of sny
special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the
rights of snother intervene upon satisfactory evidence to the Commiasioner of the General Land Office of future complisnce with the
provisions of the (aw and of this lease and the rules and regulations that mey be sdopted relative hereto.

21. RIVERSED TRACTS: In the event this lease covers s riverbed, Lessee 18 hereby specifically granted the right of eminent doma in
snd condesnation as provided for in N.R.C. Sections 52.092-52.093, ss a part of the comnsideration moving to Lessor for the covenants
hersin made by Letses.

22. APPLICABLE LAMS AMD DRILLING RESTRICTIONS: This lease shall be subject to all rules snd regulations, snd smencents thereto,
promulgeted by the Cosmissioner of the General Land Office governing drilling snd producing cperstions on Permmnent Free School Lend,
payment of roysities, snd suditing procedures, and shall be subject to sll 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, Lesses
herety sgrees, by the acceptance of this lease, to be bound by end subject to all statutory and regulatory provisions relating to the
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General Land Office’s sudit billing notice and sudit hearings procedures. Said provisions are currently found at 31 Texas
Administrative Code, Chapter &, snd Texas Matural Resources Code Sections 52.135 snd 52.137 through 52.140. In the event this lesse
covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose of navigetion or
other purpose incident to the operation of s port, then Lessee shall not be entitled to enter or possess such lend without prior
‘ spproval as provided under Section 61.117 of the Texas Water Code, but Lessee shall be entitled to develop such land for ofl and gas

by directioral drilling; provided, howsver, that no surfece drilling location mey be nearer than 650 feet and special permission from
the Commissioner of the General Land Office is necessary to meke ary surface location nesrer than 2,160 feet messured at right angles
from the nearest bulkhesd line or from the neareat dredged bottom edge of sy charel, slip, or turning besin which has been suthorized
by the United States as & federal project for future consetruction, whichever is nearer.

I Z3. EEROVAL OF EQUIPWMENT: Upon the termination of this lease for sny cause, Lesses shall not, in any event, be permitted to remove
| the csaing or ary part of the squipment from sny producing, dry, or sbendoned well or wells without the written consent of the
I Commissioner of the General Land Office or his suthorized representative; nor shall Lessee, without the written corsent of sald
‘ Commissioner or his suthorized represantative remove from the leased premises the casing or sny other equipment, material, sachinery,
spplisnces or property owned by Lessee and used by Lessee in the development snd production of oil or gas therefrom until all dry or
sbandoned wells have been plugged and until all slush or refuse pita have been properly filled and all broken or discarded |umber,
machinery, or debris shall have besn removed from the premises to the satisfaction of the said Commissioner or his suthorized

representat ive.

24. FORCE WAJELRE: Should Lessee be prevented from complying with any express or implied covenant of this lease, from conducting
drilling operations thereon, or from producing ofl and/or gas therefrom, after effort mede in good faith, by resson of war, rebellion,
riots, strikes, fires, acts 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 snd satisfactory proof presented to the Commissioner of the
Genersl Land Office in support of Lessee’s contention and Lessee shall not be Lisble for demeges 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 (ease
shall be axtended while and 8o long as Lesses (s prevented, by any such casuse, from drilling, reworking operstions or producing oil
arcl/or gas from the lessed premises; provided, however, that nothing herein shall be construed to suspend the psyment of rentals during
the primary or extended term, nor to sbridge Lessee’s right to a suspension under sy applicesble statute of this State.

-. ed
'.oB‘ RAILROAD COMMISSION MEARINGS OM GAS: Mo matural gas or casinghead ges, including both associated snd non-sssocisted gas,
pw.d from the mineral estate subject to this lesse may be sold or contracted for sale to sny person for ultimste use outside the

;;nnvf Taxas unless the Railroad Commission of Texss, after notice and hearing as provided in Title 3 of the N.R.C., finds that (a)

. ptucﬂ sgency, or entity that executed the |ssse ln question doss not require the netural gas or casinghesd gas to meet (ts own
isting needs for fuel; (b) no private or public hespital, nursing home, or other similar health-care facility in this State requires
" tural pas or culw gas to meet 1ts axinting nesds for fuel; (c) mo public or private school in this State that provides

el ary, secondary, or higher education requires tha netursl ges or cesinghesd gas to meet its existing needs for fuel; (d) m

facility of the State or of sy county, mnicipality, er other political subdivision in this State requires the natural pas or

casinghesd gas to meet its existing nesds for fuel; (e) o producer of food and fiber requires the natural gas or casinghesd gas

JeCetsary to meet the existing needs of irrigation pumps end other machinery directly related to this production; and (f) no person
| “who resides In this State snd who relies on natural gas or casinghead gas to provide in whole or part his existing needs for fuel or
| o..‘"-lﬂ‘ilt requires the natursl gas or casinghesd gas to meet those needs. However, the Railrosd Commission of Texas mwy grent

* axseptions to these provisions as set forth in N.R.C. Section 52.296.

26. LEASE SEQORITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises snd to prevent
theft of oil, ges, snd other hydrocarbons produced from safid lease. This includes, but is not limited to, the imnstallation of all
necessary equipment, seals, locks, or other appropriste protective devices on or st all sccess points at the lease’s production,

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

| 2Z7. REDUCTION OF PATMENTS: 1f, during the primary term, a portion of the Lend covered by this lesse is included within the
boundaries of s pooled unit that has been approved by the Schocl Land Board in sccordance with Matural Resources Code Sections 52.151-

[ 52.153, or if, at sy time after the expiration of the primary term or the extended term, this lease covers a lesser rumber of scres

| then the totsl smount described herein, payments that are msde on & per scre basis hereunder shall be reduced sccording to the rusber

| of scres pooled, released, surrendered, or otherwise severed, so that peyments determined on & per scre basis under the terma of this

| lease during the primary term shall be calculated based upon the number of scres outside the boundaries of a pooled unit, or, if sfter
the expiration of the primary term, the rumber of acres actually retained and covered by this lease.

28. SUCCESSORS AMD ASSIGNS: The covenants, conditions snd sgreements contained herein shall extend te and be binding upon the
heirs, executors, sdministrators, successors or sesigns of Lessee herein.

29. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest is encountered during the activities
suthorized by this lease, Lessee will immediately cease sctivities and will ismedistely notify the General Land Office and the Texss
Historical Commission so that adequate measures may be undertaken to protect or recover such discoveries or findings, as sppropriate.
Lessee 15 expressly placed on notice of the National Historical Preservation Act of 1966 (PE-B9-66, B0 Statute 915; 16 U.S.C.A. 470).
Lessee shall comply with the Antiquities Code of Texas, Chapter 191, Natural Resources Code, as —nd-d
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‘ 30. VEMUE: Lessor snd lessee, including lessee’s successors and assipns, hereby sgree that venue for any dispute arising out of
» provision of this lease, whether express or {mplied, regarding Interpretation of this lease, or relsting in sny way to this lease

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

31. LEASE FILING: Pursusnt to Chapter 9 of the Tex. Bus. L Com. Code,this lease mut be filed of record in the office of the
County Clerk in any county In which all or any part of the lessed premises is located, and certified copies thereof must be filed In
‘ the Ceneral Land Office. The prescribed filing fee shall sccompeny the certified copies sent to the General Land Office.

‘ 32, EXECUTION: This oil snd 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 %VE/

TImEe: At torne)U— in(i/Fac t

of the General Land Office.

LE T T
- * o
LX ] .
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‘ STATE OF l L QN (CORPORATION ACXMOM EDCMENT )
' CouMTY OF arnron’t
B “

BEFORE ME, the unders i gned suthority, on this day personal ly sppesred ((‘u\n\\m ‘\ ; §..)CLL_\ é
! known to me to be the person whose name is subacribed to the foregoing instrument, as__ O X X o0 - W O - 'J\Dt()( of
{
‘ VAR and scknowledged to me that he executed the same
{
1

for the purposes and consideration therein expressed, in the cepecity stated, and as the act and deed of said corporation.
Siven welor oy sl and sesl of offlca thiathe___ L ) T~ @l _ SRS orodaan L1994 ”
— a0 O0nd MO ek
Notary Public in and for_TTV& SWNORG Of Toxbo

TRACIE ANN WINTERBANK
\ Notary Public :
* STATE OF TEXAS |
i My Comen. Exp. 08/22/2000 |
t -_'!ﬁ'l! oF (INDIVIDUAL ACKMOMUEDGNENT)
‘ ToOUNTY OF

T Before me, the undersigned suthority, on this day personally sppeared

known to me to be the persons whose names are subscribed to the foregoing Instrument, snd acknowledged to me that they executed the
‘ * same for the purposes and consideration therein expressed.
.
‘ ':"': Given under my hand and seal of office this the day of , 19 5

‘ Naotary Public in and for

‘ FILED STATE OF TEXAS
COUNTY OF WASHINGTON
‘ AT L\’ 16 #% | hareby cartify that this instument was FILED on
7y

DEL 5 b the dato and at the time affixad hereon by me and
was duly RECORDED In the volume and page of the
OFFICIAL RECORDS of Washington County, Texas, as

stamped hereon by me on
éﬂﬂtﬁ ‘6" u”b'”‘L . DEC 27 WB

wmoum )
mm ! mww
Washington County.
|
9

|
CERTIFIED COPY CERTIFICATE

! BTATE OF TEXAS

| COUNTY OF WASHINGTON

, Tha above Is a full, true, and corract photographic
copy of the eriginal racord now In my lawful custody
and possession as the same Is recorded in the
OFFICIAL RECORDS In my office with voluma and
page numbar stamped thereon. | hereby certify on

COUN
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