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98560
Texas General Land Office * ?;%%hﬁg:h g:igneit;ﬂgmgn .
If venu
” Garry Mauro, Commissioner 9 10 Austin. Texas 78701.9498
(512) 463-5001

€

OCTOBER 7, 1997

MINERAL LEASE BID APPLICATION
Texas General Land Office ED - CA-040(8-93)

APPLICANT I agree, if awarded a lease on the referenced tract, to comply with all terms
AGREEMENT and conditions of said lease and with all applicable laws that so govern said
lease, as those laws may be amended.
APPLICANT Name SMC 0il & GaS, Inc.
IDENTIFICATION
TO APPEAR ON  Address P.0. Box 50907
LEADK Gypapey. Midland X .. 79710-0907
City State Zip

(Include +4 Code)
Telephone (915 ) AR3-3835

AREA County(ies)_Reeves Survey/Area__ PSL
DESCRIPTION (If Applicable)
Block/Tsp. 58 Section/Tract___ 29 Acres

(If Applicable)
MGL. NO. 31 REEVES COUNTY W/2 QF/NW/4 OF NE/4

BID (A) Cash Bonus Enclosed (§) [ 1200.00 3800 7 A amout beiow)
SUBMISSION
Iwelve Hundped Dollars
38007049
B) Sales Fee Attached ) 18.00 (type/print amount below)

Eighteen Dollars
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)
31 . SMC 0il1 & Gas, Inc.
$) ! 200.00
APPLICANT

TAXLD.#

SIGNATURE OF % W
AGENT "/‘
(type/print below) (%ve M. Cou\on‘

Printed on recycled paper wih soybean nk
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Lease Form
Revised 1097
G-1m

QAuating, Jlex s

—— —

OIL AND GAS LEASE
NO. M-098560

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

W/2 OF NW/4 OF NE/M OF SECTION 29, BLK 58, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXIMATELY 20 ACRES, AS
SHOWN ON THE OFFICIAL MAP OF REEVES COUNTY, TEXAS, ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lease on the 7th day of October, 1997, 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 Commissioner of the General Land Office and the School Land Board at a
regular meeting thereof in the General Land Office, on the 7th day of October, 1997, hereinafier the "effective date” and it was found and determined that SMC OIL & GAS, INC. whose
address is P. 0. BOX 50907, MIDLAND, TX 79710-0907 had offered the highest and best bid for a lease of the area above described and is, therefore, entitled to receive a lease thereon:

NOW, THEREFORE, 1, Garry Mauro, Commissioner of the General Land Office of the State of Texas, hereinafter sometimes referred to as "Lessor,” whose address is Austin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereinafler designated Lessee, the sum of §1,200.00, 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
mmwhﬂdumm“mnmmm&enwdmﬂwMmdudmwmumdlumwm&md

lonng for and producing the mi Is 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
hm-d-usofﬂuluodm 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 thereafier as oil or
gas is produced in paying quantities from said area.

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

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

(A) OIL: As a royalty on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other liquid
hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafer 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 g | area where produced and when run, or 3) the gross proceeds of
the sale thereof, whichever is the greater. Lessee agrees that before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be run free of cost to Lessor
through an adequate oil and gas separator of conventional type or other equipment at least as efficient to the end that all liquid hydrocarbons recoverable from the gas by such means will be
recovered. Upon written consent of Lessor, the requirement that such gas be run through such a separator or other equipment may be waived upon such terms and conditions as prescribed by
Lessor. .

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




(C) PROCESSED GAS: A.urvyllcyw-ypcpmcendinlpsoliuplmwolhﬂphmfuhmdpgdhao&climﬂdhymwmdﬂumi&np-d
the liquid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royalties due herein shall be based on one bundred percent (100%) of the total plant production of
wpmu&hwmmmmmwunn-ym(%)ammmuummmumm,dumwmam
hy&mbm;mihﬂﬂahmww&mmm;mmmﬂwdhm“m-dﬁmwpmeeuedhlplnli-whichLnlel(nl'u.lp-wc,mhu'&-yu
M)muhmhhmwmulwhmwlbuﬁnym(M)ahﬁgbupumnmﬁuwnmNpmyM;mmwﬁmdphu
mdulpweﬁn;wmmnnthﬂ(wifmhmmﬂmm.&ehiww&-bdnlmedﬁdhpwmialwaminmmn
whichever is the greater. mwmmmwﬂulwmwdnlhwwI)llnhiﬂnl-mpiupddu’oﬂudfumpl(uﬁwid
hy&uarbw)ofmp-ablcqulityilhm“ul)ﬂumphpdduoﬂudmmﬁﬁnw(umwwuwmmlhspﬁururlhuupedwp-ndnoﬂiquid
hydrocarbons), whichever is the greater. llnocvut.bowm,Mthomydﬁupq:bhmdwlhismﬂmhbﬂeﬂhhmﬂﬁﬂwhkhmddhlvcbeu&nhldlheplmlbeu
processed.

(D) OTHER PRODUCTS: Mlmﬂnmﬂdﬂmummmm«nnﬂmﬁmpl(uupdn;ﬂqddhyﬁw.bm:)uhﬂbﬂddwh
'uﬁnM"dy'unyuhupl.byhcﬁmndng.bumhlauymm;.]ﬂpma{mr* tion of such proch or the market value thereof, at the option of Lessor, such
market value to be determined as follows:

(I)&hhﬂdhhwwmdmmmlm“mhhmmmilpnduoutu
(J)Onlhehlisonhm.cmﬂoﬁudu&pﬁufwhmuﬁhwﬂdnﬂuﬂmmwmhmm&

(E) YARIABLE ROYALTY: (i) Subjﬂhhﬂhapﬁﬁmdmmkhhwywhhhmmhpﬁn;gmﬁﬁnhmﬂhhdmmwhw
d’lhilluulldmchuuheﬁoﬂlhm;hmlm-dﬂanmnmdwi&hmdw(ll)mdmeﬂmMhw(ﬁcmyﬂtympoviddhﬂlinnhﬂlhnﬁwdn
20%, and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twelve (12) month term during which Lessee may cam a
MmﬂwrﬂdlﬁnhﬁnmI.naunhuld&illhpodfliih-du-pkhlhﬁ:i-dlua&yﬂlnhbﬂmﬂdhﬂlh&lﬂmmﬁwlha)
mmuumhwumm.mmmwmmmmwummuomm;&mmmmu-um-ﬂ
yhbﬁqiﬂwdﬁhﬂ)m&ww-dpm&imdhmdﬂﬁhﬁlliudnuhuﬂﬂmdwﬂ-dnmphdalmwhmtmh’
qunliﬁeliseallihhﬂlndnMn:ipo&wdwhhw#uhdﬂuhﬂmmmdﬁawhwﬂnﬂhuﬂ)mmw

(i) hhmuﬁﬂmhmwﬁahwﬂumwmmdMMnﬂmmt:hmwuhndnhw“wahh
wdl‘-ﬂw(u)mﬁulIhuﬂwliv-dmwmﬁunhuﬁrﬂmdmﬂrfo-ﬂﬂmMhdmhhﬁhwmwwi.lllln
Mnnmnmmmmwmm-ﬂmuumwwummuum.mmanm-—mmmm
mammmdmu-mmmmﬁﬁnhmmmmmmmm--nhm@mumwwmb—mm.m
(J)nultmﬂmdhnhﬁkjhmnmﬂoﬂwﬂumwMmthdhhﬂﬂwmwmlmuuMﬂmﬂwﬂl
pliuhhucpi.lduoflmh&mﬂ)mﬁpﬁdﬂpﬂmﬁnliﬁpﬂyﬂhmmhmmgﬁwmwﬂﬂmﬁﬁlmnmmhm
qunﬁﬁuhﬁtblhhedndnﬂmndaMhmwmlhdnhw“mmnhmdﬂmo)mmm

(F) NO DEDUCTIONS: lﬂcm“ﬂmﬂdﬂmﬁnsblﬂmuﬂuﬁ:hﬂﬂhmmhhudwﬁﬂ;r-wﬁ;ﬁm-ﬁ.h
oil, gas and other products produced hereunder ready for sale or use.

(G) ROYALTY IN KIND: Holwlwnluylih(cmu'ﬂdIunilbﬂuomm.Mm.ahmmuhmwmmbmm-qmuh
hbhﬂmﬂdﬂummﬂhmﬂublﬂﬂuﬂzﬂlhﬂnhuﬂhmmmfwhﬂdmmmmm
dﬁy&m“mmmﬂo&-ﬂunﬁuhﬂmﬂmmmmﬂyhﬂwm Lessor's right to take its royalty in kind shall
not diminish or negate Lessor's rights or Lessee's obligations, whether express or implied, under this lease.

(H) PLANT FUEL AND RECYCLED GAS: Mwﬂhmump-mwmwlwhdwwwbmmm
hereunder in any processing plant. mmmmwnum.mmnumhmduwuummmm
-uymydewhpﬂmnh“mﬁ&hﬁqﬂdhﬁmﬂm&dhhpmmmdmmmhplyaﬂcuhplnucycbd“i
uchlhc-Ih_cmyﬁunh-hwodmd-dlnldumdlwLmhﬂw-bﬁhlmhnmﬂqmmhwmdﬁﬂnu.

(1) MINIMUM ROYALTY: Duing.yy-rlﬂtlhuphﬁcndlhp‘h.yhdﬁ:kﬂﬁﬂ:hﬂhwwm&omﬂﬁ-ﬂdbmimmﬂ
InIc-h-mmahwmmyﬂmmmmmuhndmﬂouuwmhluldlyoﬂinmﬂMshmivw-yhhd
this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year.

(J) MARGINAL PRODUCTION ROYALTY: lmw'ﬁhwmmwmwmmhmmymmwhmwlndi'ortlumiuimm
mdquﬂhw4mhnmdmwufaofmluMmmdﬂuphmiwmmm 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:

l‘ly-eﬂnfmy'lhyumdﬂMthuMihmuIﬂhhTuhﬂmRﬂuamdypvﬁdohmydtymdlh&undnmhnuiwdhlh
Gﬂclllﬂoﬁeemubdmh”mdhmmwauhmdmﬂmdryup'ubn-dmuihuwivadhhﬁnuil.dofﬁunabdm
hlimﬁdh“mm.mwdmMwhm‘hm,wwmmiudwmwhhfw-ndm—-
mwhhﬁmiwom«um;m”m-dmmddldlnd;-pnhudndhn-tuvﬂudhdlndmw-i&amdﬂlm
muﬁumuuﬂmhlhmmdwﬁuﬂwmmlmmmﬁuwwpﬂ,whmﬂoﬁadﬂum-hd-_
ymduoedndpmMﬁmmwpﬂsﬂphawpm-dqmmuwmmmmLﬂm«mmbvﬁnhmm
disposition and market value. In all cases the authority of a manager or agent 1o act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied
bIMMMmummimmwbﬂhnﬁpd&nﬂiLﬂomalmnmb-hwdrwdtyhh:pﬁdudhn. If Lessee pays his
myllrymorhdmthinyGo)dlyunuhmydtymmdeMLanumnpuﬂtyd!%uhmymywmm.wm-'h'nun. A royalty payment which is over thinty
M)ﬁnhMmapaﬂwdlmammﬂquwmwﬁmhm.huﬁduuapmu.mﬂuulmmuamdlmwm-ﬂmwm
begin accruing when the royalty is sixty (60) days overdue. Aﬁ&ﬁnudwﬁngmwhkhnuuﬁHw‘hﬂhlhllilewlpaukyhnwmbylhﬁeunand
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. Pnymulo(mlddinqnmpnmyIhllinaomopulnhpmhihillh!im'uiwoﬂuﬁimlspmvidedbylawnwuawpoupm
moucmwﬁchmyﬂﬁnmaiﬁndlym.mmmmmmlﬂwwlyhddﬂcdim-blbtsm'lpuﬁmdhmyﬂtyum&-pwdmdlhmymyh
dispute as to fair market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: lﬂuleuwﬁhwmdhwIMOMOGwiIhlubeﬂpouiblcmddl-dpl
muduiﬁn;ﬂlhlﬂnudloﬂbhblhiﬂuundmhnﬁMCmMMﬁheuﬂuddlmmMMphdduM-dmled
amendments to such contracts within thirty (30) days afler 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
m;dudupmnﬁamm;mmummmwdmm;mmgm-ﬂmmm-mﬁmumu
iupouiolndmis-inbyhCmmidwﬂmedL-dDﬂmhAmﬂmuﬂ.thm.umwdnydm.




(B) DRILLING RECORDS: Written notice of all operations oo this lease shall be submitted to the C issi of the G | Land Office by Lessee or operator five (5) days before

spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of Railroad
+ Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the ume they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, 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 o each well to the General Land Office within fifteen (15) days after the making of said survey.

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

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has been completed on the leased
premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased
premises and in marketing the production thereon,

(A) VERTICAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then terminate as 1o 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 & shut-in oil or gas well as provided in Paragraph 11 hereof), or & well upon which Lessee is then engaged in continuous drilling or r rki 1 or (2) the ber of acres
included in & producing pooled unit pursuant to Natural Resources Code Sections 52.151-52.153, u(l)-ﬂmalﬂﬂnmbuduuumhuhedhwndfumm
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 govemmental 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 & surface lease for ingress and egress on and across the terminated portion of the leased premises as may be reasonably
necessary for the continued operation of the portions of the lease remaining in force and effect. If Lessee fails 1o 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 (hereinafier "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 | hereof). If such amount is paid, this lease shall
be in force and effect as to such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities
from such deeper depths covered by this lease

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

8. OFFSET WELLS: If oil and/or gas should be produced in commercial quantities from a well located on land privately owned or on State land leased at a lesser royalty, which well is
within one thousand (1,000) feet of the area included herein, or which well is draining the area covered by this lease, the Lessee shall, within sixty (60) days afier 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 & good faith effort 1o make such offset well produce oil and/or gas in commercial quantities. Only upon the determination of the C issi 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 HOLEACESSATION 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 a dry hole or holes thereon, or if during the primary term hereof and afier the discovery and actual production of oil or gas from the leased premises such production thereof
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee
commences additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force
and effect without further operations until the expiration of the primary term; and if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may
maintain this lease by conducting additional drilling or reworking operations pursuant to Paragraph 10, using the expiration of the primary term as the date of cessation of production under
Paragraph 10. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may resume
payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil
or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on
the leased premises payments may be made in sccordance with the shut-in provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If, after the expiration of the primary term, production of oil or gas from the leased premises, after once obtained, should cease
from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force
and effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations
result in the production of oil or gas, the lease shall remain in full force and effect for 80 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 as a dry
hole, the lease will not terminate if the Lessee commences additional drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall
remain in effect so long as Lessee continues drilling or reworking operations in good faith and in & workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall
give written notice to the General Land Office within thirty (30) days of any cessation of production.

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well” means any well that has been assigned a well number by the state agency having jurisdiction over the production of oil
and gas. If at any time after the expiration of the primary term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas
royalty an amount equal to double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. To be effective,
each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days afier 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. 1If the shut-in oil or gas royalty is paid, the lease shall be
considered 10 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: If, 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
2 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
ulimh&elunbyplyingﬂnshm—inoilorpsmylllyMleeue.hn&eluunhdlmnﬁnﬁeeﬁwfalhemﬂndunfﬂwrwfotwh:chlhemymyhnbeenpud. The Lessee may
maintain the lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the
drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is to be paid monthly to the
Commissioner beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage o that is completed in the same
producing reservoir and located within one thousand (1,000) feet of the leased premises; if the comp y royalty paid in any 12-month period is in an amount less than the annual shut-in
oil or gas royalty, Lessee shall pay an 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 Commissioner, and with the
Commissioner's written approval, the payment of compensatory royalties shall satisfy the obligation to drill offset wells. Compensatory royalty payments which are not timely paid will accrue
penalty and interest in accordance with Paragraph 5 of this lease.

13. EXTENSIONS: If, 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 Commissioner shall, in writing, extend this lease for a thirty (30)
day period from and after the expiration of the primary term and so long thereafier as oil or gas is produced in paying quantities; provided further, that Lessee may, so long as such drilling
operations are being conducted make like application and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon receipt of such
Wuﬂmhmmimﬁdl.hwﬁm;,nmumd&hlaummnmeshdlmﬂnmfawfwwchddjdmdIhiny(SO)dsypuiodmdwim;theunuuoilot
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 and afier the expiration of the
primary term unless production in paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right to use water produced on said land necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water flood operations without the prior written 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 ditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occurs.

15. POLLUTION: In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without limiting the foregoing, pollution of coastal
wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 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 abandonment 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 & high traffic ares on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels
or platforms is strictly prohibited and may subject a State of Texas lease to forfeiture.” Such statement shall be in lettering of at least 1” in size.

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

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

16. IDENTIFICATION MARKERS: Lessee shall erect, at a distance not 10 exceed twenty-five (25) feet from each well on the premises covered by this lease, a legible sign on which
shall be stated the name of the operator, the lease designation and the well number, Where two or more wells on the same lease or where wells on two or more leases are connected to the same
ukbdluy.wbe&ubyindividulﬂuwIinemmcdmdimmlhemkwuhubyueornmu]ﬁpiebﬂdum.ud\hubetwecnuchwllndmdnm&othudumlllbeleglbly
iduliﬁedsullﬁnﬂ.dﬂubylﬁmlylhﬁbodh;uph:uuidﬂtiﬁcﬁmuwdypﬁumdmmchhnenndinmunabexmdﬂmc(l)feuﬁunmd:unknrmm.
Said signs, tags, plates or other identification markers shall be maintained in & 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. Ewymsfaulhllmeuedwlllﬁwﬂhmbjmmmowmwhﬁu.ndpmdﬁuwmmesmbymeoﬁﬁwlmunrmym‘w
transferee of the lease, including any liabilities to the state for unpaid royalties.

18. RELEASES: Lessee may relinquish the rights granted hereunder to the State at any time by recording the relinquishment in the county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office within ninety (90) days after its execution accompanied by the filing fee prescribed by the General Land Office rules in
MmthmﬁWMwwmdMMwwﬁﬁdwm{Slldimlinquilhmmlwillmhved;eeﬂ'mofmlndulﬂmﬁmmylhbﬂiry
theretofore accrued in favor of the State.

19. LIEN: In sccordance 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
ahcnppliubhmyﬁmnmmmdlhmndmﬁyhuuhdlmmwﬂunndmmmwpmnim.allmmchmymuewlm
mmmdnﬁhndmw.mmm“wbywawanm.Mmﬁnlumdhwuwmwmimundhmeﬁmmm
pmductiwwpmun’n;of-x.hIanedmincnlsinmmm&ewohl]myultiuormhanmu&nwhhmeﬁumdamulmendwmmmwrmymu
Joss 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
wwnphmempmﬁdedinm'ﬁﬂel.Ch.ma'ioIlheTuuBu:iumnanmmuuCod:.lmwmmmmhmmmmuwmuwemdmd
such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to
Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the
Commissioner may declare this lease forfeited as provided herein.

20. FORFEITURE: IILMdnllfdluuﬁmu-ﬁzhmdwmvﬁmIhiny(w)ﬁyxlﬂwhbam«ﬂn.uifluewn-nh«indumuboddwﬂym
nyflhtlunufduupmm:l;wodmhnaﬂlhg.uiflmuﬁdlhiiawﬁmmﬂlnyoﬂmwdluwﬂhhlmd[ﬁﬂ:umdbthndhndundnﬂhﬁw
mwumﬂhﬁuﬂﬂlﬂdm.uﬁmwdﬁﬂIoﬁleminﬂwnmmwmdbyhww{tillomply\ﬁlhmlundmhﬁmmulpﬂdbyh
General Land Office, the School Land Board, or the Railroad Commission, or refuse the proper authority access 1o the records pertaining to operations, or if Lessee or an authorized agent
Mldhwwiadyfailnrnfuelnlivecmeumememm.wmllyhﬂumﬁummmwwmlmmamywm,uiﬂmm
Wyﬁdmnyofmcmmma&hluu.wiflﬁllm'unsiped-\dﬂuuﬂmmli:wﬁledinﬂn(iemnll‘ndolﬁmumnindbth,lheﬁ'huuquhdm



’

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 1o 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
“ wermination 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 nghts 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.

Al
11. 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 NR.C.
Sections 52.092-52.093, as a part of the consideration moving to Lessor for the covenants herein made by Lessee

12. 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 (specifically including any rules promulgated that relate to plans of operations), payment
of royalties, and auditing procedures, and shall be subject to all other valid statutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this lease
Without limiting the generality of the foregoing, Lessee hereby agrees, by the acceptance of this lease, 1o 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 1o 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 10 make any surface location nearer than 2,160 feet measured at ight angles from the nearest bulkhead line
or from the nearest dredged bottom edge of any channel, slip, or turning basin which has been authorized by the United States as a federal project for future construction, whichever is nearer.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be permitted 1o remove the casing or any part of the equipment from
any producing, dry, or abandoned well or wells without the written consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the
writien 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

| wwﬂﬂhwuhkﬁwdmdulawmmlllld-yurabudmodwlllluvebmpluudﬂmldlﬂﬂwmﬁmunmumpmpdy
filled and all broken or discarded lumber, machinery, or debris shall have been removed from the premises to the satisfaction of the said C 1551 or his suthorized repr ve.

24, FORCE MAJEURE: Should Lessee be pr d from complying with any express or implied covenant of this lease, from conducting drilling operations thereon, or from producing
oil and/or gas therefrom, afier effort made in good faith, by reason of war, rebellion, riots, strikes, fires, acts of God or any order, rule or regulation of governmental 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 1o comply therewith (except in the event of lease operations suspended as provided in the rules and regulations adopted
by the School Land Board); and this lease shall be extended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas from
the leased premises; provided, however, that nothing herein shall be construed to suspend the payment of rentals during the primary or extended term, nor to abridge Lessee's right to a
suspension under any applicable statute of this State.

25. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguards to protect said premises and to prevent theft of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limited to, the installation of all necessary equipment, seals, locks, or other appropriate protective devices on or at all access points at the lease’s
production, gathering and storage systems where theft of hydrocarbons can ocour. 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.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this lease is included within the boundaries of a pooled unit that has been approved by
the School Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any time after the expiration of the primary term or the extended term, this lease covers a

| lesser number of acres than the total amount described herein, payments that are made on a per acre basis hereunder shall be reduced ding to the number of acres pooled, released,
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the number of acres
outside the boundaries of a pooled unit, or, if afier the expiration of the primary term, the number of acres actually retained and covered by this lease

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, dministrators, or
assigns of Lessee herein.

28. 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, 80 Statute 915; 16 U.S.C.A. 470). Lessee shall comply with the
Antiquities Code of Texas, Chapter 191, Natural Resources Code, as amended.

29. VENUE: Lessor and lessee, including lessee’s successors and assigns, hereby agree that venue for any dispute arising out of a provision of this lease, whether express or implied,
regarding interpretation of this lease, or relating in any way 1o this lease or to applicable case law, statutes, or administrative rules, shall be in a court of competent jurisdiction located in Travis
County, State of Texas.

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

L

ﬂ
\ (.u

BY:

TITLE:

(¥,
)

0CT 07 1997

DATE:
—chzr:H’HOﬂ.iEElggﬁnN”\l—“ Land Office of the State of Texas under the seal of the General Land Office.
t “+
(]

COMMISSIONER OF THE GENERAL LAND OFFICE

OF THE STATE
< APPROVED
)
< . Contents
u m Legal
DC
SD
Exec
STATE OF (CORPORATION ACKNOWLEDGMENT)
COUNTY OF

BEFORE ME, the undersigned authority, on this day personally appeared

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

and acknowledged 10 me that he executed the same
for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation.

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

Notary Public in and for

STATE OF

(INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

Before me, the undersigned authority, on this day personally appeared

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the
same for the purposes and consideration therein expressed.

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

Notary Public in and for




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

Texas General Land Office
Garry Mauro, Commissioner

November 24, 1997

Mr. Steve M. Coulon
SMC 0Oil & Gas, Inc.

P. O. Box 50907
Midland, Tx 79710-0907

Dear Mr. Coulon:

Thank you for participating in the October 7, 1997 State of Texas Oil and Gas Lease Sale.
$23.6 million was generated for the Permanent School Fund, along with over $1 million for
other state agencies. In total, this was the second best sale in thirteen years.

I am pleased to inform you that you were the high bidder on the marginal number(s) listed on
Exhibit “A”, which have been assigned the corresponding lease number(s).

The lease agreement 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-Davis 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, they are required to submit copies of these forms to the Texas General
Land Office. Examples of these forms are:

W-1, Application to Drill, Deepen, or Plug Back with Plat;

W-2, Oil Well Potential Test, Completion or Recompletion Report and Log;
W-3, Plugging Record;

G-1, Gas Well Back Pressure Test, Completion/Recompletion Report and Log;
G-5, Gas Well Classification Report;

G-10, Gas Well Status Report;

W-10, Oil Well Status Report;

W-12, Inclination Report;

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

Printed on recycled paper with soybean ink




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

When production is secured from this lease, production/royalty reports outlining
production/disposition activities (GLO Forms 1,1a,2,2a) are required to be submitted to this
office. If you are not familiar with the required forms and procedures, please call the Royalty
Management Division of the Land Office at (512) 463-5042 and request the Oil and Gas Reports
and Payment Procedures booklet. With respect to any applicable Resource Management Codes,
lessees should contact the Texas General Land Office for updates and any additional information
prior to drilling. Your cooperation in complying with the reporting requirements outlined above
will be greatly appreciated and will contribute to this office’s efforts to effectively manage the
State of Texas’ oil and gas resources.

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

arry uro
Texas d Commissioner

Sincerely,

GM/RH/ka

Enclosures



EXHIBIT "A"

MGL.NO. LEASE NUMBER - -

SMC OIL & GAS, INC.
31 M- 098560
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FILE # 2751

THE

Austin, Jexas
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OIL AND GAS LEASE
NO, M-298550

WHERLAS.WNIMTMNMRMMWJL” 31, lndChptnn.Snbchp!mA-DmdEL(deodcbun;bﬂuuhun!’medlouNJ_C).mdwhjaﬂmnll
fules wod regulath d by the Ci inaj of tha General Land Office and/or the School Land Board pursuant thereto, and all other applicable starures and d 0 said

NRC,.the fallvvnn] area, bo-wil

W72 OF NW/4 OF NE/4 OF SECTION 19, BLK $8, PUBLIC SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS, CONTAINING APPROXTMATELY 10 ACRES, AS
SHOWN ON THE OFFICIAL MAP OF RELVES COUNTY, TEXAS, ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, affered for lcase oa the 7th doy of Octeber, 1997, a 10:00 o'clock a.m., by the Commissioner of the Ceneral Land Office of the Sue of Texas and the School
lmdBo-dthwedTml.falhcnhmdmlypu:pouufpmwuu'ndhﬂwlI'ur.mdpm!nmn;mlMﬂ;umntmlybefmmdmdprvduud&wwmm’bdm-d

WHERZAS, after all bids and i which wery ived up 10 said tims have boan duly idered by the C i of the General Land Office and the School Land Board of &
regular mecting therecf in the Gener! Land Offics, 0n the 71k day of October, 1997, bereinafier the "effective date” and & was found and determined that SMC OIL & GAS, INC, whose
address 2 P 0.WKW.MIDMND.TXMIWMWMIMMMMHBMI‘alqunflhovulbvnde.m'bedndnwmmﬂﬂdbmwﬂunﬂuw

NDW.m!MNRLLMMCmmMMthMWudhSmnn(Tu.u.lcrduﬂcmeumufundh-'lm whmaddtuihAnﬂin,Ter.u,by
ﬂmdtb-n:bmlyMhnodhmﬂﬂudhmhhhmﬂwdﬁmﬂdlmhmdllmm receipt of which fa hareby acknowlcdpod mnd of the

wd i i ‘lndbuebﬂywudlnbopud..obmwdndwfwmdbymbwmmlﬂnﬂhmlohm“nm
bcddulhndudnﬁghlwmfnr produce md taks oil andor gas from the aforesaid area upon the following terms sed conditinas, to-wit

1. RESERVATION: Thu-tillluehyuneptdndulﬂwdhmelhﬁaﬂmohhmmdhaebynhﬂd;humﬁmﬁhthndmndwbmfmlhuwffwuy-nd
ﬂmmh-mwuhmmwdbmbpﬁh-n&hdﬂabdnmudwndmdmdmwlwudhnhnllauqlu-pu-pomd

g for snd producing the mi )y which mre ot povarsd, or which may 3ol be coversd in the future, under (he ms of this leass, bul whick may be located within the surface
boundaries of th leased area. Alt of the rights in 0d t tha leasod premises retained by Lossor and all of the rights in and to Gw leasod premises granted 1o Lassoe borein shall be sxercised i
such o manner that Beither shall unduly interfers with the operaticns of tha other,

1 TERM: Subjedwﬂndhuptvvisimbdwf.ﬂ:illmlhllbefulllcmufthrumyurlfmmIblgﬂodiwdﬂllmwﬂhwdnuﬂed‘pimuym')mdulmlmnmu
gaa s produced in paying quantities from said area.

3. DELAY RENTALS: If no well bo commenced oa the land bereby icased oo or before the anajversary data of this leass, this lease shall terminste 83 1o both parties unless tha Lessee oo
o tefore aald date shall pay or tender ko the Commiasioner of the General Laod Offics of the State of Texas st Austin, Texas, the sum of Five Dollars (35.00), per acre, which shall operate w
rental and oover the privilega of deferring the commencement of & well for twelva (12) months from said date. It like manncr and upoa like peyments or lenders the commencemeni of & well
may ba further deferred for like periods of the same number of months successively during the primary lerm hereol.

4. PRODUCTION ROYALTIES: Subject to the provisions fur royalty reductions set out in subparagriph (E) of this paragraph 4, upoa production of oil and/or gas, tthnmayeuln
p.ynrmuwbcwdloltuozmmnnmanfmﬁmudhndoﬂ'umAustm.Tlxn.fnﬂhuumdbmeﬁlufthutlwauu.dmn;ﬂumhml‘

(A) OlL: A.llmytlryonoul,whldlhd:ﬂnuln’ luding afl byd b duced in a liquid form at the mouth of the well and Also all condenants, distillate, aid other liquid
hymwmdwlnmmﬁawuﬂumlmguwmlllpnnofﬂ:lmmmmwlhcnﬂdvﬂulhmruﬂuopuonoflhc
Lexscr, such valug 1o be desermined by 1) the bighest posted price, plus premiur, if any, offcred o paid for oil, sondenuas, distillase, or ather liquld bydrocarbons, respoctively, of 1 liks typa
and gravity ln the general arve whire prodused and whea run, or 2) the highest market price thereof offered or paid in the genaral wres whens produced and whn fun, or ) the grom procesds of
the sale thereol, whichever is the greater, lmulmﬂmkfmmymmdnmi&ml!wlmdhmbyluuduwld.nsednrprmeuedhuplmt.ilmllbemnfruod’mml.uwr
through n adequars oil sad gas of jonal type of cther squipment al least s efficient to the end that sll liquid hydrocarbons rocoverabla from the pas by such meany will be
mwnd.Upmwnu-mnofme the requirement that such gas be run through such a separstor of other squipment mey be waived upos such terms and conditions u prescribed by

{B) NON-PROCESSED GAS: As a royslty on sny gas (includiog flared gas), which is defined ss all hydrocarbons and gaseous sub pot defined us oil in mbparagraph (A)
lhovc.wodwcd&mmyw:]lmnldhnd(-wn-wﬁdndhudnmlhmpﬂiwwmndinlplmfuﬂu jon of gusoline, liquid hydrocarbons or other products) 1/4 part of
the groas productiom or the market value thereof, at the opticn of tha Lexsot, such valus W be bused on the highest market prics paid or offered for gas of compacable quality in the general area
medﬂwbmmahmﬂlpuduoﬂa.dhlhlmwMhmuMMMMmlﬂmnmmbﬂcinmmﬂn.&lpludulhhlnuemm
shall pot o sny tims exceed 14.63 pounds por square lnch sbeofuts, snd the dard shall be sixty (60} degroes Fahrenheil, comection 10 be tnade for pressury sceording 10
Bnylul.lwMfmmﬂfﬁmqmﬁn;humwtthldehodabylbcmoulppmndmelhodnfm;bmguudbytbcwwynlbuimcuﬂmm;.
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{C) PROCESSED GAS: A.llmyaltynnmwmﬂhn@hﬂummfummdmwmwuymI.L'lp-nnl'thrnidm‘mnnd
mliwuhymmaduunﬂﬂduw,u&npduﬂhm. ummummhwyumﬂmumwmwmwg

ummmﬂ-wm;uanmmuuﬂuwu’mnmmmmh-whmmwwmm&qu
.mlma)m-hmthulbl, applicabla 10 liquid bydrocar :hllboranypem:l(m)whﬁwwmw'blmmmlmmemﬂmm
undu'lpmomia;nyummlu.odnednmflw;ﬂ(ulrmhnm&wm.mhi;hdpumhbdnl pecificd la p ing agt or In the industry),
whichever s e preater, Thumxuwmdﬁuumimlwndwuqmdhymmﬂhdﬂmwbjl)ﬂuhiph:lnutdpﬁup:idwoﬂandhuym(ullqﬂd
hym)dmm&ﬂiwhwlmuunrl)l.blywpiupddwolruedfumhmidupn(unh-d;hldm-pwndﬂn;pﬁufwlhmpﬂwp-lduol'uquid
hydrocarbons), whichever {a tha greater, hmwgbm,uhﬂr:hmyﬂﬁapqyablamdaﬂ:hwwhmmmmﬁuwawﬂdwmmmmcmwm

[10)] OTHER PRODUCTS: As s royalty on carbon black, sulphur o any other p Jucts produced or fi d from gaa (excepng liquid hydrocarboss) whether sald gas b
':uin;hud."drr‘wanyoth:;u.IryMuuﬁnnhndnsumyo&quuﬁn;mmdpmmdmdmmmwmmuvﬂuwllhlopﬁwo{m.m
marked valud to be determiced as follows:

(l)&hhﬁld&aﬁﬂ:ﬂnmmdmmMinnhnmcmlhin-rbichuhpn@dhym&md.w
g)om.mnmumnpnuu:-mdmmr«ummmhwammummhmm.

(E)VA.R!ABL!.RO\’ALTY:mswamhmmﬂmdmlmhhwmﬁhhmmr duction i paying quantities is established purruant 1o tha tems
oflhhlnulndn:hpndwdonhhron;hlu-limnd:du!huwfmmmmoedﬁmmﬂw(lnmmdmdfudnmmi,mmdqrnupuvi&adbaﬁn:hxllhndu:dln
2&mmw,nmwmmumwmmwmwmm Frovvided thad, If during soch twelve (12) month 1emm during which Leases may eam ¢
nﬁﬂdmydljnﬂd!ﬂ%uhadnpmvided.l..um;hnuld&illhmdﬁimudmp!cuhhnﬂnlhlﬂuuﬂnhﬂdmﬂhlﬁhhﬂ.lﬂumnﬂwnmﬂ)
nmrhmmdondlhl‘-umllwhi:hwmnmdwedwrﬂrymby;iﬁn;uﬁuhﬂumhdmdhwﬂmm ing drillisg operations ow wo sdditional weil
p{wlerhurpimienofmchmu(])wanlhpuiodmdp‘umﬁn;dili;wﬂyndh;oodmmﬁmhldm-ﬂﬂmﬂﬂdmﬂdﬁngmamumhml
qumliduhmbliﬂwdndnlhnmmuiuhhwﬂuuﬂumdn]aw'vmmmdpiuh&cqﬁr-ﬂmdmhmﬂ)mmulmﬁupdod.

(i) 1a the event production in paying quantities [a established p Inl.bnn—nuol‘lhhlsnllndmmﬁwhwﬁlmumminluw-mmudmu&u
nﬁnﬁudwﬂw(ﬂ)nmmmlhtﬂ’ediwdmhuanfhlpridwlhupinﬁmdmrr—fwﬂi)nmm&mhlﬂmth&lh&ruydtymprwiddhudnlhnﬂb-
mamxdmmmmwmwduwummmwmmwmum.mm(mmﬂm.mamm
mnmmqmdmsﬁummmmdmammmummmhm-.mmumummﬁmmmm-m
(3)ml.lmalnldﬂuwh-rhk.imm|MlnyiltynubjM]Mubwmﬁmdmﬁuﬂwmm.&mlmﬁmmndﬁmdwu
p&llﬂlhnphﬁﬂdn:hlhﬂ(l)mmwhdndw;ﬁu;wﬂyudhnmdbimh&ilﬂnldmﬂﬂudnululplﬂin:maolhlpmducﬁwhm;
Mﬁuhcmblhbdndulhﬂaﬁpmdudiuhhw;hlnmﬂdnw“mﬁuhhumdmmo)mmﬂ

() NO DEDUCTIONS: mwu.unyndusmh.nmmmumummwuudm;m;ﬂmm.u

oil, gas aad other products produced hermunder ready for sals of wss.,
(G) ROYALTY IN KIND: Notwithstanding ything j ‘hﬁlbﬂumm,lm-q.-luopdu.upunulm:hnﬂdlylmduumnqﬁnlnyﬁmwﬁm
ﬁmbﬁmumudmu-ymﬂdumuiunImndumhuhaﬂhﬁndwi\hudmdﬂhhmir" puibering. storing, scparsting, treating,
Y preasing, pr i p '_n&mﬁunninuhon.plndoﬁupndwumwmmtunhumM:rl;hlnhhh:myﬂiyhkindm
:olﬂmhhhuuﬂlbuwﬂﬁ;hhulauﬂoﬂlpﬂmmwwulmpud.mmm

() FLANT FULL AND RECYCLED CAS: Nomy:l!yahnhmucunymnmwmhu'apmﬂmm-ofmym;udhpmmw
b der bn wery pr ing plant. Notwilhstanding anything i ‘h&nmmm,udmbjmnumhwﬁdnldhmdmcnuimmlﬂm
nqmyd-whmﬁnwmuumwmmmnﬁqﬂdnamumﬂndhmpahwbmwwd.ndmmyﬂdu:hﬂhp-punuhpnmydduﬂ
ax-ilimulhmcmMuﬂuhpmdnmdudnldwuedbﬂmuh-ﬂwnnmiﬂ-bmhlmﬂrywwhwﬂupmdaimufﬁsluu.

() MINIMUM ROYALTY: Dm'atnyyumuuupinﬁudmﬁmxymd&kh&"ﬁhkﬁlhuﬁﬂdﬂdbpﬂiﬂﬂ.hmﬂﬁupﬁdbbﬂa«hnwmldnll
b-lumn-.mmmdummmmmmﬂmmmmMhmmmwuuwwmmumdmmm;mmmd
lhhhulmqudh&mmdmﬂhuhnmdmﬂﬁnpd‘&niulhwmdhlyw.

(T) MARGINAL PRODUCTION ROYALTY: Upoa Leasec's writien npplication, the School Land Board muy reduce tha royalty rais st out in this paragraph sadior the micimunt
myalulun‘llmbyanpwhﬂl)lonlmdmcmhnf-nllhhhnndmpmdoﬂwmuli#dhﬁnmhm& Aay such royalty reduetica must
mﬂ»mwamwmmmw-ﬂnMnnmmju lwdlymndhr-dmdhhwhawﬁnﬂcﬂﬂuyminimm

S.ROYALTYPAYMWSANDRIPORTS:AﬂmddamﬂuhwmﬂhﬂdhﬂnCmnhdudthm:lhndOlﬁulAunh.Tmhh[oﬂoﬁn;m
hymenufmyl":rupmducﬁudnilnndpsduﬂblup:widedhﬂunﬂuﬂfuﬁhhﬂuhnlhm.Mluumﬂym&mlmyﬂwudliaénmdmuhmdwdhm
GmnlhndOﬁunnuwmmswdqdmmmmlmcnumdmwmmumh&uudnuhm&vedhmcmwﬂMOﬁimmctbcfm
Ilnthdwoflhlmdmlhmndinlhmlhdpodudnmynﬂdwhamdlmdmm. o pther sutborized agent, completed in the form and manner
runibedbyhcmﬂl.ndO!Buudwnllhymmnlnddiq)uiﬂuldlﬂailMppﬂaﬂﬂhnﬁddmdhoﬂdmwgmﬁ&lmdmwuu
mdﬂumuuﬂmh;hmmmwduudukﬂvﬂubdudh'wwmdhp.piplhumdpu,plﬁnm&mmdubum«mnrm
duced wd pud fnw pipeli unh.upodlndpllimumwﬂmﬂumwwﬁwﬂﬁh&nﬁdwm”wmbm&mwouwnhﬁiu.
i -d-lkdnlu-.Iaﬂluﬂhn&«iudlnmuwudhmfwﬂnmh‘hnuhﬂldthn-ﬂlndOﬂ!cl.Mmﬂwwﬁ-ﬂhmaﬂd
MIMMMmryuuhumlumdviuMlhhnﬁpdﬁmdmmhn-mhmmdmdubdn;pddnmm 1f Lasses pay his
mﬂquuhfmmpo)d-y-mmmﬂqmww&u.lbnlmumnpmhyﬂmumroy-ltycrni.m.whkbw-bpuu.Alwﬂfrmwutnuchhmm
Go)ﬁylhumumnpmdqdlmdmmryd\uwm.wwhichmhpuw.hlddiﬁmhlpmﬂly.mpltiﬂﬁdlmhluﬂllnholll%puyer,nﬂhﬂﬂwﬂl
begin socruing whes the royaity ks sixty {60) days overdus. a\mdwiundmworﬁnldwmuuwhkinumdmﬁuwhﬂllpﬂdshnmﬂlﬂhmwm
Oﬂ'ulldnhlnnﬁwmhmhhcﬁnﬂwummmhlﬂl&ﬁuwnw«ﬁnldﬁaﬂmmm Tha Lesses shall bear all responsibility for paying of casusing royalties  ba
paid ns prescribod by the doe date provided berein. hymdhddinqwqrpnnluMhnmnpumupohibith&u’mmoﬂm‘n‘muwwidedbthwﬂmpmpu-
Mhuuw;n:\mydﬁumudﬁnulymn. Tbcabwcpu:.lltyprwhili-xlpplyhmddmdimuuwmw:paﬁudwwyﬂuwhmponi'onnl'rhlm'lhyh
disputs & 10 falr market value.

pr

& (A)RISERVIS.CONTRACI’!ANDOTHIRUCORDSI Leasos shall Ity furnish the C il of (ha General Land Office with 1t best posible estimate of oi) asd gas
teserves undartying this bease of allocable 10 this leass aod shall furnisk said Comuml joner with coples of all which gas ls 30ld or p d snd all ubssquend agr and
amwodmants 10 such contracts witkis thirty (30) days afler entering Into of waking much r or drents, Such CLET whes received by the Geoenl
mmmuwumwhmmmmmmmwwmmm and recarda pertainlug 10 the producti portation, sals med
anlnﬂhdlndw;mmcdum‘dprmha.mwnlmbonhﬁmmmdmuddm;udﬂlwdlude;nmndpipdhuMIutllﬂmuhlubjeﬂlu
inspection sad ination by the C. fasi ummmmuwmhwﬂ.ummndmdm
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r (B)DRILUNGRECO&DS:Wmmdmmuﬁhmhmmuhmo{hwMmhlﬂlomwﬂn(nmum
spud date, workover, fe-antry, wmporry shand or plug od sband of any well or wells. Such writtes motior & tha Geoeral Land Offick shall include eopics of Railroad
C ission forms for applicasi Dd'ill.Cnﬁuﬂnﬂhﬂ,mpldumndﬂmmmhwuhhﬁnﬂil‘\dOﬂ'wnlheﬁmlbcynﬁledviﬁlhTu
Railroad Commission, lﬂuuhﬂnwplyUn(inarllL-ndOfBa-wimmm:u«ﬂwu.mmgnduuwduhfwﬁurﬂnﬁwbumaw
wummmmumwmmmmmhMﬁnwmwwymddrmmmmndmwun&mm
lnd‘ulhebcn-boh-cﬁm.Muhnenf&enfweuui.ngnmwdepdinfwll.d’-]lumailldulhlbondumbedmimuldmmmitlmmufﬂnlqdm
nrwyuu:h\vdluh&nu'lllndomgwimjaaﬁu(l”dlrlmulhmﬁngduidn.n!y.

(C) PENALTIES: Lessoe shall incur a penaley wh reports, & ts or other ials &re pot filed in the General Land Office when due. The penalty for ke filing shall be et
bydnﬁn.lll‘ldoﬂlwmwmmllﬁﬁahhlﬁe:ﬂwmhmﬁnﬂumdlm&nhhwmmﬂu -

7. RETAINED ACREAGE: Nutwil!mnndinl-nrptwiﬂu.nflhllluululbeomm.nﬂaamllpmdudn.wqp-blcofpmdueh;nnw;utnbmmplwadIh-luwd
pmiul,l.muMluudnﬂudllllmudlmblywwwhﬁllhlmhddiﬁmdmﬂcuulumlyh bl y for the proper developmen! of the leased
ises and in warketing O production therson.

P

{A) YERTICAL: lnhlmﬂhillnuhhfuuhdlﬂu'lMﬂ),nﬂI.RerlllluﬁﬂlimM:dhp{mﬂwuuﬂmimhunm“hﬂlﬂhm
menu.EXCHI’(l)‘Ommding.:hoﬂwd]up-blccfpndw:in;hp-yinlqumﬁﬁﬁndImmmndin;mwnﬂmbhdre&dnlhwhlqumﬁﬁd
(including & shut-in oil o gas well a5 provided i Pargraph 11 hereof), or 8 well upoo which Lesses s then sngaged in cooti dilling or king operations, or (2) the aumbet of sere
included in 8 producing pooled wnit p w0 Natural B, Code Sectiona 52.151-32.153, of (3] much preater or lesser sumber of acies & iy then be allocated far production purposes
hlpnrnian-ilI'urudtnnhpnmdn;wd]mdu'hndnmdmlnimdhelﬁhd(}mmiﬁwdTmumwm.wmmmulmmuiuhﬁu
; Jurisdiction. Wiminwd.lndapnialhulninu’unﬁhilluuin-mdnolun'mlhhmbpn;nphmdmptymuuo{daaminimmﬁling[eembyﬁmudMOfﬁutuluhcﬂectl
ee mwdmwﬁdmmﬁm.lmumﬂlhnemn;mbm.aﬂumhhpmndepmmndmhmhuadpuﬁmnﬁhl«udmhnumbemﬂy
[ ] y for the inued hon of the portions of the lease ining in foroe and effoct. I Lessoe fails s apply for 8 surfuce lease within the 90 day period specified sbove, Lezsee msy

P

* "lpp!yfurlnrfmlnn&uduLmdom“.bmlhal.deommis:iwhuﬂudisaeﬁouwmwdmymwmnimndnnlmduEarmhnrfmlun.
a0 .
- o.. (B) HORIZONTAL: In the event this lease iy in foroe and effect two (2) years shor the expiration dats of the primary or satendsd term it shall further Lminate us 10 all depths below
88 00 foct below the sotal depth drilled (hereinafier “decper depths”) in each well located on ecraage fetained in Paragraph 7 (A) above, unless oo of before two (2) yeary after the primary or
- umdedmbmumnmloqudInuno-hll(l!!)orﬂubanusuigiaﬂlrpﬁdumdcmumI'urﬂu'llnm(nnpeeinndonpqe 1 baroofy. If such amount I3 paid, this lexse shall
be i forcs and effect 83 to wuch desper depiha, and said tamination thall be delayed for wn additicoal period of two (2) years sd #0 long thereaftar a9 oll or gas ia produced in paying quantitics
% $rom such doeper depths coverad by this lease,
L] a9

. (C) IDENTIFICATION AND FILING: The surface screage retainod hereunder as to sach well ahall, &5 ncarly as practical, be a the form of & square with the wekl located in the center
.'. ®thereat, or such other shape as may be spproved by the Schaol Land Board. Within thirty (30} duys after partial termination of this lease & provided herein, Lessos shall exocue and record »

I 3 ..:ulunu'lﬂuul ining § satisfactory legal description of the acreage sod/or deplhs sot retained b der. The dod release, ee & oestifiad copy of same, ahall be filad in the General
! Land Office, socompanied bry tha fling foe prescribed by the General Land Office fules in effect on the date the release ia filed. If Lesso fails or refuses o exocute and record such release or
{ . Mﬁmmm)mmmlwwhnwmmmmmmf T o his sole discretion may desi| by written § the acresge sod/or

1 .dw&lbhnlnndlﬂwnda-dmurdmhlnmeuulgn‘lumhhmﬂwmﬁuwﬁuﬁchhhﬂdﬂhhoﬂidﬂmdmﬁaﬂﬂwmﬁum
‘:' ® @ pxch desipration shall be binding upos Lesses for all purposes. If of iy time whter the effective date of the partial termination provisions bereal, the applicable field rules ane changed or the
f % @@ il or wetls locaied thereon wy foclamified po that less acreage is thereafter allocatod b said well or wells for production purposes, this leass shall thereupon taminate as 1 all acreage not
& thareafter allocaied 10 said well or wells for production purposes.

A XXT XY
. ® & OFFSIT WELLS: I oll snd/or gas should be produced in {al quantiti from a well located ¢n land privately owned or o Siate land leased ot 8 keuser royalty, which well is
wilhinmlbwmd(l,ﬂﬂﬂ)fﬂd’hmhduddhﬁn.w'hich-dlhmlhmmw&llﬁmhm&ﬂkﬁlﬂndmy(ﬂjdlyilﬂerludlinitillprm!nﬂim&un
m&ﬁh;wﬂlwhwﬂlwﬁ&hmmﬂ.wﬂw&mhmmwmmhﬁnhm&imMpwwudﬂimuyhddllinsdmuﬂuweﬂuﬂum
umndbylhialnu.ndaduﬂ'mwdl:hlllbcdrilledwu:hﬁpﬁuaqhmbwwmlh-m&ndninmddummbyﬂmluu.mdllulam.mm'uudfﬂls
shall use all mesns pocessary in n good faith effort so make such offset well produce oi} and/or gas i commercial quantitios. Only upoe the d ination of the Commissioner and with his
writien mpproval, sy the pryment of & compensaiory royalty satisfy the obligation 10 drill aa offset well or wells required under this Pangragh.

¥ DRY HOLEATSSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary term bersof end prior ko discovery snd production of oll or gas on mid land,
mmm-hmumm«umumnwmwmmmmmddupmummmmmmw
Mdmﬁmmuﬁlhnﬂnt.nin.ifwubdmhuqinﬁuntliﬂy(ﬂﬂ)d:ysﬁmdﬂ-dmphﬁﬂduid&yhloaoﬂuﬁuofpruhm'oaunu
] ditiooal drilling or king operations thereon, o pays or kendcrs the Bext snaual deley rental in the same manner a3 provided in this lease. 1, during the last year of the
i primary berm or within eixty (60) deys prior thereto, & dry hole be complated and abandoned, or the products of oil o gas should cease for any cause, Lessoc's Hights shall pemain in full force
: md effect without further oparations enti] the expirstion of the primary wert; #ad if Lesee has not d production in paying Quantitics o the expirstion of the primary term, Lasios may
! maintain this ease by cooducting sdditicns) drilling o king oparations p W Paragraph 10, wsing the expirution of the primary ferm ks the duis of cessation of production under
: Parsgraph 10. Should the firt well or any subsequent well drilled oo the sbove described land be eomplesad a1 ¢ shut-in oil or fus well within the primary term hereof, Lessoe may resume
' ! prymemurdnmnllmulhﬂn-nllmnn-'uwvﬁdedbwdnwubefm!nmulm;mlﬂm.huwmddm(w)dwlﬁmﬁcdulofmpluﬁmdmhlh\u-inoil
or gas well snd upoa the failure o make mich payment, this lease shall ipso facto wrminae, 1f sl the expintion of the primary Lerm or any time thersafter ¢ shut-in oil or gas well is located on

\ The leased premises payments may be muade In seocedance with the shut-in provisions hereol.

10. CESSATION, DRILLING, AND REWORKING: I, after the expintion of the primary term, production of oil of gas from the leased premises, after once obimined, thould ceast
/ from may cause, this lcast shall Bot terminate if Lessee dditional drilling or rking operations within sixty (60) days after such cessarion, and this leaso shall remain in full force
' a0d effect for 0 long &3 such operations contioud n good faith id in workmanlike manner without interruptions woling more thas sixty {50) days. 1f such drilling of reworking opersticns
ruall'.lhpmduﬂioudu’lum,hlﬂudmlhmlinhfnllfmndlﬂuafalnlmluoilu'plilpmdlmdﬁmhkud, ises in paying quantities or pay of shut-in oil o
gas well royaltcs or payment of comp ¥ rervaltics is made s provided berein or a1 provided by lew, If the drilling or reworking operations result in the complction of 3 well a1 a dry
bole, the Jease will pol i if the Lessoe Aitional drilling or reworking operstions within sixty (60} days afler the completion of the well as n dry hole, and this lease shall
ernsin in efToct 30 Soog 1 Lesses continucs drilling of reworking operations i good faith and i 8 workmanlike manner without interruptions lotaling more than sixty (60} days. Lessee shall
give writien sotios o the General Land Office within thirty (30) days of any eessation of production.

11 SHUT-IN ROYALTIES: Fcrwpmnofﬁlmgﬂph,‘ull'nuu-ywel'lmmmwpﬁ.wﬂmhhhmmhvh;hdsdicﬁwwuuwnﬂimofﬂ
wd gas. n‘-mﬁumahen:phdunufﬁuprim.ymoﬂlemuuﬁlbein'mmh.mM:Mhmmm“amwuﬂm“ﬂmmhm
mﬁﬁuhbﬂduﬂwpﬂiﬂ.mdwwhluheiupmdlmdfwlntotmiubllwuddmMﬁﬁuwhﬂdlﬂmmmwmmmulmindlum
wy.llylnmnlnqu.llbhxbl-ﬂnmmllluulprwidndin&eleue.hnluhumsum'yu'!‘uadiwdlmblldpududn'uﬂumhp:yia;quanl.in‘u To be effective,
u:hiniﬁddu—hdlapﬂmyﬂty-uﬂhpidnﬂhefm:(l]mwumm“ﬂ)wmwhmwumﬂwmﬁm&clnmdprunhﬂ.ar[])
60 days aller Lesson complctes a drilling of i tion tn d with the leass provislons; whichever dats (s lucst, If the shut-ia ofl or gas royalty is paid, the bease shall bo

mmuhlpmduiuIu-undhmtﬂullrumdﬂnmufmhurwapnﬂodnfnurwﬁmﬂuudofhnimwmw&mhmnmdmommfdhﬁnlm
mlhInwhld:pmdmun-d.lnd.mmd.Um-ﬁuﬂnpﬁﬁahﬂﬂhugﬁu&mﬂnfuhnilu.uulm.l.mmymndhhu-rwl‘o\n-wlmuliv-pcriodwf
on {1) yuar Iy paying the same st sach your 6o of before ds expiration of esch shut-in year,
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11. COMPENSATORY ROYALTIES: ll’.duin:hpnriadIbchuli.lkqalhcﬁoahyp.pnulo!ﬂnﬁu&-hu’iwwmynlmdlwwhdduﬂdﬂuwﬁhmﬁlmdu&m
unllbmd'llhilmlhmnmd(l.nw)!'audhleuedmhundmplddhwmmw.uhnyuuhwﬂﬁmchmﬁnthﬁmhmmnuu
mmmwmlmﬁuhdluwmﬂwwlmwmmmﬂmnuﬁecdwlummndadmeywlwmhmdqmmwi The Lesses msy
n-imhhuhhwnm-muiwywibylmp.yin;mpenmwywyﬂqxdumummﬂhhmdhmdudwﬁmﬁm&mhmm;m
ﬁnmuuhi:hi:mplmdhmemepwadngw-dudm”mmti.m)leqdlukmdmhm Tha compensatary royalty is %o be paid monthly to the
Cmmidwhﬁnmluwbdmhhﬂdlyuflhmmfoﬂwiuh“rhhmuﬂawhwﬁuuﬂmlhmﬂuhmﬂwhhm
; i mﬂ.;m-@mﬁmhnmm(l.mnudmmmm Hhmmﬂuywyﬂwpuhuyllmwhhummhnmhwm%
i ) uilw;nmyalry.l..nu:iuﬂpyumlmﬂmhﬁﬁmﬁhhﬁmﬂﬂ)m&munddmIlm&pwhd;udmn‘mﬂ:pmviﬁmﬁllldicnhsmdm
. I obligation of ble develop wor the obligat hﬁlloﬁm-ﬁhupmvidcdhﬂl.c.smﬂ.ﬂﬂ;‘ o the & inaticn of the C isioner, and with the
: Commissiooar's writies wppecval, tha payment of compensatory royalties shall satisfy the obligation to drill affset wells. Compensatory royalty paymenis which we ol tinvely paid will acorue
yndtyundin“hmdmwilh?np:ph}o{ﬁhluu.

T3 EXTENSIONS: lf.l\benpinﬁoaof!hﬂpdmu‘ylﬂmof&i.lbln.p’oﬁaﬂimufoilwmmwboﬂ biained oo the leased prexaises but drilliog op

; ( Mmingoodhilhlndin||mdmdwwkmmljilmm,l.mumy.uwkfm\beupinﬁmorlhlprimuymﬁlzinlthwullhndOﬂiwwrimopp[iuﬁmblba
g ] Commissionor of the General Land Office for & thirty (30) day extension of this bease, sccompartied by payment of Throe Thousand Dellars (53,000.00) if this lease covers six hundred focty

we being conducted

(640) scres oe less and Six Thousand Dollars (36,000.00) if this Jease cvors mors than six hundred focty (640) acres and the Commissicaer shall, in writing, extend this lease for u thirty (30)
dlypdod&emmdlﬂ:meuplnn‘mnfth:p:imwymnndluIm[dlauﬂu‘uullwluupmduudIuplﬁnlqumﬁﬁu;prvwdndhww,ﬂmlaulnly.lolounn;hdrilling
operstions ary being conducted make like application and paysent during sny thirty (3C) day mtended period Tor 4a sdditioonl extensioa of thirty {30} days and, upon receipt of such
nppﬁudnlmdwrﬁeﬂ.lblfhnmluimmnll.hvﬁﬁng,.phmndﬁ:hlauuﬁnlumuhdlmnininfmformddidmd thirty {30) day period and o long thereaftcr as of! or

it is produced n paying quantities; provided, & .Mmluulballlnlbluwndodrormdunlemhmdmﬂm)ﬁylmMMWupuﬁmnnhs
: primary term unless producti in paying quantitics has boen obia d,
i 14 USE OF WATER; SURFACE: Leasoe shall have the right 1o use water produced o said land y for operations b der and solely upon the Jeased premises; provided, H

m.lmuhnmmpmblemwmnuublefarlivc-nr.knr':ripdwwamnmmﬁwuﬁwuﬁmmdu‘m. Subjoct W its cbligation
: bmnnf-udnuu.l.mmhwduri,htlnmnnnﬂdhwﬂnihwumkwymhﬁmumdml wells snd transporting and masketing
. hmmm-—uummmmumm»mmamm Lmumnpyldmm;mhuummbyuwﬂhndmﬁufu

-
. :'. Sehrtita which fs efToctive 00 tha date when e Setiviry requiring e puyment of surfact dameges occurs.
aes . o
sese l!.POLLUT!ON:lndﬂdwingMmlﬂuﬁlmﬂuﬁ;ﬁﬁkwdmdﬂmnﬁn&ﬁwwpﬂuﬁmWilbnﬂliniﬁuﬂuqudn;poﬂnﬁmu[mﬂl
. * e wumumnlmﬂ.ﬁmndimpumddmmuhwmwdhyMuudowmmhduﬁuwﬂidmlhmlpﬂhmmewmmdmmmmdmlntbe
' LA svent of pollution, Letsos shall use all means a its disposal 10 recapture all wacaped bydrocard of other pollutant nd shall be responsible for all damage o public and private properties.

.

(A)IJ'!I.ANDS:I.muMlhnildnndnu'mi.u[m-uundIulllllh.mp.Mmﬁumwmwuwmﬁmwmmucwiqunmdupm

nmptaimwphndmmmlu(nywcunrwdls.l.mllnllﬂuﬂwmumﬁuuduﬂwndmﬂddydmwhﬁﬂiuiudulmbbish\hm

.

.

.. (B) SUBMERGED LANDS: Nn:ﬁmtedulidwmuwhpnhﬂhﬂiwdhm&mm&mnytiuin;umppmvuuu.mdouphd’mmwmmym
... : barge, Jack-up rig or other equipment locaied oo the leased ares. mmmwmum-uuwunmqummmmummmm

. woo-biodegradabls lame Aﬂpnuh&wﬁhlﬁﬂnﬁﬁnuﬂmﬂsdmﬁdmmmdnyaﬂumummm"mmm
urplea-ahmmﬁuﬂmnbﬂamﬂTnnmufufdm'Mmmuilla-in;nfalnnl'hdu.

e 9 (C) RIVERS: Tolhmmlnpwutpollulim.hpuﬁﬁmt«mdhnbnaim(n)nd(b)dmmmmmhﬁmwﬁm

]
. e (D) PENALTY: Flilmloeumplywil.h&emd:mmdmpvv&iumymdlhhnﬂmumﬂqﬂwwhwuﬁuhﬁmdhm Lassoe shall be liable for
hduuﬂmudbynﬂhﬂmndmymudwwﬁilduniumnﬂmdhmdim'ndm

1é. IDENTIFICATION MARKERS: I.mulhlllmﬂlﬁimmnllnuuedhmmy—ﬁw(u)fﬂﬁmmﬁu@ﬂmhmlﬁlmﬁdhﬂﬁslﬂglkm‘bl: tign on which
shall bs stalod the name of the operator, the lease designation and the well sumber, Wmmumwdummmlk.mu'MWdlsmmunmiummewmadbmeme
tank buttery, whether by individual fluwliuemmuinudimdmlhunkuuhubywdnmmﬁplubﬂdammhﬁnmmmumdmmnrbudwahllbekm'hly
Mmﬁﬁdldldmd.dthubyaﬁm!ymdh;wplmunldmﬁﬁuﬁuwupﬂlypnintdun:hlinulldimmndbumdrhm(!)!uummunkubudummim.
s.udmmmwmm&ﬁuﬁnmuluwmmmhﬁu-mmmmmmdmm

17, ASSIGNMENTS: The lease may he transfenred af wny time. Aﬂmlfﬂuulnfmlhlnubyﬂuﬁlllumhndnmhmddillbemmywhmlhmhlacnad.md
m.muum«wammnduwmmqmammmmm-umum-hm«dhhmmoﬁmnmmm)mpdmmm
&u.u;rwidedh'N.l.C.SuuiuSz.ou.mp-niadhylhﬁli:](xmwwhmwmmuhsﬂeﬁwmmdmduwmGeunll.lndOﬂiuo(und:
transfor or certified copy thereof. F.wyuusfuudnu-uundb:.l.lrinm-dunb}edu-udigﬁmﬁaﬁliﬁqndpndﬁumdnhe&mbyﬁcuigiu“qmumpﬁu
mﬁuunfhhu.hdudhgnyhsﬁliﬁnhﬁemhupidwyﬂm

1L RELEASES: memvdinquhihriumpmldhﬂndﬂ'bbuSlmumyimcbymﬁn;hrﬂbmﬁﬁmﬂhhmwﬁaﬂbﬁmuﬁwmdﬁﬁnl&mﬂd
: mwwudﬁdmdmhmam--lmmﬁmmm)anmummmuwmmmhwwwmwdwomumh
' d’duhﬂ.dnﬂﬁﬂhhﬁmﬂdwoﬁudmww:uﬁﬁdmhﬂ( Mmmﬂwhnhsﬁmdmlwﬁmnywﬂiq
oo therstofirs aocrued im favor of the Stats.

19, Lll'.N:hmdmudﬁNj.C.Swdmﬂ.l!&.hSmMm-ﬁmliunnpnnaﬂuﬂmdmpmcbudﬁmhmwvmdbymkmwm:pammlufdlmpdd
mmyﬁmmdmumywmmmmBy.eequmdmh&bumwumsmghd&mhunliuwiddbyﬁ.&c.mSlllﬁmdlny
uhcwinu-mmum.mwmuw|imumdmui:yhu.=uh-nmehmmmmmmindlwwamwmwm
mhﬂdmw-mwemwm“hdﬁbgrl&mwbyllﬁrdpmy.wdluﬁmmanudhwmmummhudmimudhwmwﬁmwimm
production or p ing of such leased minsrals in crder 10 secury the pay ofall lties or other &nuhhﬁmemwmhhuudwnw‘plymmo{mydamuuﬂ
huﬂlmmnﬂubymmuflnue'ahexhdmymamdiﬁmd&hhu.wbﬁh«wuimpﬁeimunundnuﬁryhmmyhfnndondwithuwiw
mnwoudiwhhmwviddin&’mluI,M!dhtnubuﬂmnd&mmw&do.lmwﬂutﬂuCummim‘mnlynquinLﬂmhnmndmmi
such & s mry by by v W scknowledpe, attach or porfea this lien, mummum“nmuwwumm;mwmw
Lassos’s nctivities upoo the shove-deserib d property or from Leasoe's soquisiton of this lease. Mmmm;mmmummummmm
Comamlssions muy doclars this lesse forfcitod a5 provided bervin,

10. FORFEITURE: lfl.umﬂull[l.ilcrtd'unhnﬂnhmwdwm‘immﬂmdﬂnmuw&muﬂmuuuuhmi.uduulMdhumin;iymlh
mﬂumuﬂummﬁnlpﬁnﬁmwﬂlm;uiﬂmﬁdlhﬂuuﬁm»dﬂlnynﬂnﬁuﬂunﬂsinpndhiﬁunquiudbthudhnﬁumdmhﬁm
ndopudbylh(:mmiuimdﬂuMMWuwkwMﬁlhmcmihmmhmummmmplywilhmlundngwmwmulmadbyﬁe
Gnun.lMOﬂ'me.\b-ScMolhndde..anhchihudCunia.linn,w:duuhmwﬁdqmbhmmlmwﬁmaﬂmunnﬁnﬁuﬂuﬂ
MMhmviadyhiluuﬁmbﬁnmhlmmﬂwh:hmmmuwzlyﬁilwﬁmInlhmilhh&nn-ﬂhndOfﬁunwh;ofmywdl.uiflli
hnawiu;!yviolunnynhhendu’illMmo(milh&uﬂmmhmwwm-nﬁmﬂumﬂldhmm«ﬂmom“nnquhw,lhri;humindm
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| ‘mislcneMhnbjculofurf:imhybeCmmjuiuw.mthMdlmeﬂidmﬂyhfnaddmbmMli:hmunimnfm‘feimn.mdwhnfufduumﬂl
1 again be subjoct 1o lease to the highest bidder, under the same regulations controlling the originl sale of leases, However, sothing berein thall be coastrued as waiving the automatic
sarmination of this Jease by operstion of law or by reason of wny gpociad limitation srising b det, Forfei may be set aside and this lease and all rights therrunder reinstated before the
rights of another intervene upon atitfactory evidence to the Commissioner of the General Land Office of future complisnce wilh the provisions of the law snd of this lease and the rules and
regulations that mey be adopted relative bereto.

21. RIVERBED TRACTS: In the even! this leass covers & riverbed, Lassee is hereby apecifically granted the right of eminent domain and condemnation 83 provided for in NR.C.
Sections 52.092-52.093, us & pan of the consideration moving ¥ Letsor for the covensnis harein made by Leses,

22 APPLICABLE LAWS AND DRILLING RESTRICTIONS: This leasa shall by subjoct to all rules and regulations, snd emendments thervto, promulgsiod by the Commissioner of
the General Land Office ing 4rilling and producing operations oa P Froa School Land (specifically including any rules promulgated that relase 10 pians of operstions), payment
of royalties, md suditing proceds and shall be subject w0 3l other valid stanutes, rules, regulations, orders and ondi that may affoct oparations ander the provisions of this lease.
mmwmuwiqdmrmmmmuuwdmmnuwwmmummmmmmwu
Geosral Land Offior’s audit billing actics and audit hoarlngs proceds Said provisions sre aurrenty found of 3] Tesas Adminiserative Code, Chapter £, and Tt Natursl Resources Code
Sdm'mﬂ.l!i-dﬂ.l)'lhwﬂﬂ.lw.hhmmmmMWHMIMMWImmMIMMUnh-dsuﬂ[uhmd
wpducuﬁunlpuhddnunmﬁudnmﬂulmulmhnuuubmwmmwﬁwpﬁawll]:vvldndndas;miuil.li‘rorm
TmW“Coqulm.Mhnﬂﬂdmehdfﬂnﬂudwwwﬂmcmw.hnm&mhlhmumhmumhnﬂ
special permission froc e Commied of the Genoral Land Offict i peotssary ko make sy surfsce location searer than 1,160 foet measured al right sngles from the nearest bulichead line
ortmnlbuum!dred;adboumdndmrmd.diuumin;b-ﬂ.nwluhmuumwwmUniudSmunlrodaﬂmjeqummnmwdm.utichwnhm.

23, REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Leasee shall wot, ln any event, be permitted to remove the casing or sny part of the equipment fiom.
. lnypvdudnl.t-y.wlbwdonedmlluwﬂhwimmnhwriummmoflthommiﬂdouothmunlMomnuli:mﬂuimduwmuﬁvr.lwﬂlLem:.‘mmme
1 : ®  wrinen consent of said Comminsicoat of his muthorized representative remaove fioct the leased premises the casing or any other equi material, machinery, appli or property cwned
i ..hmdwhmiwmmmduddumm&mmﬁlﬂldryunhudomdwelhhmbemplu“edmduntillllllulhamﬁmpiuhmhnm,
: .000.ﬁllcdndmbmkuudim.ﬂodhmbﬁ.mwhiuq.wd:hhdmlhmwmm&mdnprunlmnﬁcnﬁda:ﬁuoﬂbtnid&mmhﬁmuhhmMmdwnﬁn.
L N ]

®® % 3. FORCE MAJEURE: Chould Lastee be prevonted from complyizg with sy express of implied covenant of this lease, from conducting drilling operations thereea, or from producing

» u‘lMﬂrsu&mﬁun.nﬁrd!‘mnmhgwdt‘-irh.hymuu(w,nbdlim,riou.uiku.ﬁ:u.mnfﬁodwuywder,ml'w quiation of g | suthority, then while so

e tod, Lessee's obiigation 10 comply with such covenant shall be suspended gpoe proper and iefy y prool p d 10 the C. isHi of the Generul Land Office in suppon of

. ‘s comtention 854 Lewsoe thall not be lisble for damages for filurt 10 comply therewith {exoept in tbs event of ease operadions suspended as provided is the rulez and tegolstions adopted

] - lhtSchooll.andBnrd);mdthis!aushllh.mmdndwhilemdsolmguhmismud.hymyndm&mﬁl]in;n\vﬂﬁn;ﬂpﬂlﬁwnmﬁnldlmﬂamI‘mn

" ae .thelm_udptunisu:pmvi_dnd.bowvw.ﬂu_iMlin;lmdnlh.lllbennuhuodwnuwnddnpnymmlnfrmut:dmin;wprimuywamdedm,wmnhridgebum‘ui'hlbn
under moy applicable suaruie of this State.

* 9r
L] e
e 15, LEASE SECURITY; Lessor shall take the highest degree of care and ull proper safeguards 1o protect paid premises and lo prevent thef) of oll, gas, and other hydrocarbons produced
Il from said bease. This includes, but {3 not kimited 10, the installation of all y equip seals, bocks, or other appropriste peotective devioes on or o all accesa points M the kease’s
[ X ] @production, MMmesmmﬂhMmm.bmn:lhlllbelinbleforthalouofmyhydrvurhwum:dﬁnlmmeﬂmdemSm=ul'Tm
_~. ..=WMWUWWwlllu(l.[uwoﬂuhymbmﬂunbymufduﬂ.

.
& 26 REDUCTION OF PAYMENTS: Em;hmmlmdhwmwmmuindm!ndwilhiaﬁwhumduiunflwo[dniiumhuww

.:’.':hmwmhwﬁmNmﬂlmcmSew'mﬂ.lil-!l.l!!_aitluyﬁmanﬂwlnnp’mﬁmdmﬁmwmummmddmmlquml
lexser mumbor of scres than the wotal wmouni described barein, payments that are made oo 8 per acre basis borrunder shall be reduced socording W the pumber of screy pooied, reieased,
MuMMnMpymudewmindulpumMlmhmdmhn&uiuhpﬁmlymMhdwﬂdhudupmh-mbudm
oulsids the boundaries of a pocled wait, or, if after the wcpirsdon of the primary term, the wumber of acrea actually retsined and covered by this least,

27, SUCCESSORS AND ASSIGNS: The covenants, conditions and sgreements contained berein shall extend o and be binding vpoa the beirt, ] dmini o
ansigns of Laasen berein,

0. ANTIQUITIES CODE: In the event that mny featurs of srchoclogical or historical interest s d dhuring e activits horized by this leass, Lezsee will immadintely cease
sctivities md will tmmedistcly motify the General Land Offios and the Texas Historleal Commission so thst mdeq mxy be undertaken io protect or recover such discoveries of
ﬁnﬁnp.-wtwimlmuhupmlyphcduwﬁuofh}hﬁmﬂ}{iﬂainlmMofl%&(?B—!M.lDSunm’U;l6US.CA470).Lmnelhlnmplywilhlho
AnﬁqdﬁelCodsdTﬂn.Chlpu'lﬂ.lemCuk.um

9. VINUL: I;mndlnac.heludinlluue'lmndnﬁmbuebywmmufwmﬁmﬂnﬁﬁnlmd.mﬁwd&hkﬂgm«pmwhpﬁd
n;-dinlhlainmiudmishus.wnlsﬁnlhmmhmlnuubq:pliubkmln.mum“mMluilmdmmmbunthnvh
County, Stai¢ of Texss,

30. LEASE FILING: Purmsant s Chupter 9 of 8w Tex. Bus. & Com, Code,this lease e1ust be filed of record in the office of the County Clerk in any county ko which all or any part of the
‘ leased primises b locaied, and sertified copies thereol must be fled in the Genoral Land Office. Th prescribed filing foe shall scoompany the certified copies sent to the General Land Office.

True oind Correct
copy of
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¢a0vas County
Ciarks Office
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‘ 31, EXECUTION: This ofl mnd gas bease must ba signod and acknowledged by the Lexsee before it ia filed of rocord in the county roconds sod in the General Laad Office of the Sute of
Texas
i SMC 011 & Gas, Inc, l
LESSEE f
| :
i : Presidept
' t DATE: 12197"“.,' l
. | C e wu 3 !
! A ‘\'L’ ,.l.fjw._ PR |
| IN TESTIMONY WHEREOP, witness ¢ sigaaturs of the Comm }nmﬁu‘ L Q!ﬁ'aeofmesmchuumdﬂﬂumloﬁchamﬂlmeﬂiu. l
T e T . |
!
)
| |
[ Y] H
* 2 ]
L4 [ X 1) .
L vese ! g i I
D iy "
e @ f%mﬁg'r ~'s‘ F r*/;
1 [ o -,,._, -»l-
LA S :nr:‘-’
& .
- ow S I
ee o STATE OF . (CORPORATION ACKNOWLEDGMENT)
I COUNTY OF,
.: BEFORE ME, the undersigned sutharity, on this day personally appeared '
»
.. ..: knerem 0 me W be the person whoss name s subscribed W the foregoing i 4O, &8 of :
0001.3 and acknowledged 1o me tha be d ihe same :'
\ * for the purposes and considcration therein expressed, bn the capacity statod, aod a1 the act and deod of said corponuion. i
) Given under my hand snd seal of office this the day of 1 . '
Notary Public ia sad for .
|
|
Fom .
o STATL OF_ (INDIVIDUAL ACKNOWLEDGMENT)
: COUNTY OF,
: Before ma, the undersigned suthority, oa this day personally appeared
Iniwa 10 me 1o be the pervons whose hames are fubscribed o the foregoing insrument, snd acknowledged W me thut they executsd the
same for the purposes and consideration therein expressed.
Given under my hand and seal of office this the day of .19
Notary Publi¢ la und for,
i
[ 1
True and Correc!
. copy of
Qriginal file: in
; Reeves iy
Clerk. _z
! - - N T . P R . . ,‘_-__,; ce e -
- e Wt . ’_‘4- R A e 35 4 N
T ARY PYGVISION HEREIN WRICH FESTRICTS THE .u’lE RENTAL,
R OR USE OF THE DESCRIBED RTAL PRAPETTY F:CALISE OF CGLOR
: FILE ¥o. _ 2751 R RACE 1S INVALID AND UNENFORCTASLE UKDER FE0I2AL
N 1Ay
" FILED FOR RECORD ON THE 3RD. DAY OF DECEI{BER A.D. 1997 AT 4:11 P H
: - DULY RECORDED ON THE 4TH. DAY OF DECEMBER A.D. 1997 AT 2:00 P-m
) d?m/;u A‘A?b DEPUTY - DIANNE O. FLOREZ, COUNTY CLERK
: REEVES COUNTY, TEXAS
T T S N A AP




CERTIFIED TRUE AND CORRECT COPY CERTIFICATE
STATE OF TEXAS
COUNTY OF REEVES

opy of the

me IS
in <§ l%

ereby certified on _\p .V« rw _‘ls_

DIANNE 0. FLOREZ, COUNTY CLERK
REEVES COUNTY, TEXAS

oy (JLIUNL b&m\o\.&\

DEPUTY




GENERAL LAND OFFICE

JERRY PATTERSON, COMMISSIONER

TEXAS

October 10, 2003

VIA CRRR #7003 1010 0002 5167 6542

SMC 0il & Gas, Inc.
PO Box 50907
Midland, Texas 79710-0907

RE: Termination of State Lease MF098539 & MF098560
Lease Name: Tiffany State #1
Reeves County

Gentlemen:

A review of our records has determined that the above-referenced lease terminated
September 1, 2003 due to non-production. The lease has not been held by timely paid
shut-in payments and there is no documentation in this office of any reworking
operations. As a result, this lease has terminated under the terms and conditions of the
lease and the laws of the state as further defined in Title 31 of the Texas Administrative
Code (“TAC”). Pursuant to the TAC, a recorded original or certified copy of a Release
of the State Oil and Gas Lease must be filed with our office.

If the wells are plugged, copies of Railroad Commission Form W-3 must be filed with
our office. Our Audit Division will notify you shortly if delinquent royalties are due.

In accordance with the provisions of the TAC, if you disagree with this assessment please
provide evidence to this office at the address shown below within 30 days of receipt of
this letter. Failure to reply or failure to present sufficient evidence of the continuation of
the lease will result in the mineral file being endorsed as terminated. You will receive no
further communication from this office prior to termination.

i o

Carl F. Bonn, CPL
Mineral Leasing
Office: (512) 463-5407
Fax: (512) 475-1543

Stephen F. Austin Building * 1700 North Congress Avenue * Austin, Texas 78701-1495
Post Office Box 12873 « Austin, Texas 78711-2873
512-463-5001 + 800-998-4GLO

www.glo.state.tx.us
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Date Filed:_/ 2 ~%~0 3
Jerry E. Patterson. Co

mmissioner
By &r/ Boun




MEMORANDUM

TEXAS GENERAL LAND OFFICE « COMMISSIONER DAWN BUCKINGHAM, M.D.

Date: August 16, 2024

To: MF 098539; MF 098560; and GLO Unit No. 2673
From: Energy Resources

Subject: Mineral File Status

The review of our internal records, along with production records provided by the Texas
Railroad Commission, indicate RRC No. 08-34803 (API No. 42-389-30354) ceased production
as of November 2022 and was reported plugged and abandoned September 1, 2023. The above
referenced mineral files do not contain documentation of any additional shut-in royalty payments
or reworking operations. As such, the GLO has endorsed the above referenced Mineral Files and
Unit as “Terminated” effective February 1, 2023.



FileNo.__ M~ 093 340
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