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OlL AND GAS LEASE
NO. a3s10

WHEREAS, pursuant to Chapier 32 and Subchapters A-B, G and H of, Chapter 52 of the Natural Resources Code (hereinafter called N.R.C.)
and subject to all rules and regulations promuigated by the Commissioner of the General Land Office and/or the School Land Board pursuant
thereto, and all other applicable statutes and amendments 1o said N.R.C:, the following area, to-wit:

48€ acres out of Tract 984-8, Gulf of Mexico, Kleberg County, Texas,
as shown on the offilcial map of the Gulf of Mexico now on file in the
General Land Office in Austin, Texas, being all of Tract 984~S lying
outside of the surface boundaries of. the South Sprint Gas Unit No. 2
which unit was created by Pooling Agreement between The State of Texas
and Amoco Production Company, executed on April 26, 1971 and April 23,
1971, respectively, a copy of which instrument is in lease file M-59481
to which reference is here made,

was, after belng duly sdvertised, offered for Iease on the 7th ~dayol Qctober 1980

a¢ 10:00 g'clock A.M., by the Commissioner of the General Land Office of the State of Texas and the School Land Board of the Siaie of Texas, for
the sole and only. purpose of praspeciing and drilling for, and produciug oll and/or gas that may be found and produced from the above described
arca; and

WHEREAS, after all bids and remittances which were recelved up 1o sald time huve been duly gonsidered by the Commlssioner af the General

Land Office and the Schoo! Land Board at a vegular moeting thereod in the Genetal Land Office, on the . 7th dayof

October ,19_80 .+ and it was found and detenuined that
AMOCO PRODUCTION COMPANY

whosenddrenls £+ O. Box 3092, Houston, Texas 77001,
had ofiered the highest and best bid {or a Jease of the area above described and s, therefore, entltied Lo recelve a lease thereon:

NOW, THEREFORE, 1, BOB ARMSTRQNG, Commjssioner of the General Luad Office of the State of Texas, here{nafier sometimes referred 10

as “'Lessor’, whose address is Auslp, Texas, by virtue of the authopity vested in me and in copsideration of the psyment by the herclogfier

One Hundred Fifty-seven Thousand Three Hundred Thirty-seven and 64/100
designuted Lesses, the sum of - U ETH

S ), recelpt of which s hereby scknowledged and of the rovaliies, cavenants, stipulations and conditions cantained and hereby

agreed 10 be paid, observed and perfarmed by Lessee, do hereby demise, grant, lease and let unto
amoco Production Company

(huxclurivg right to mb{pec_i for, produée iud take ol and/or gas from the i{onsﬂd, nrea upon the following ternts and conditions, to-wit:

1. TERM: Subject 10 the other provisions hereof, this lease shall be for a term of .._.ﬂ.m_ years from this date (hereln calied “primary
term*”) and us long thereafier as oll or gas is produced In paying quantides from said agea,

2. DELAY RENTALS: If no well be commenced on the land hereby leased on or before the. 28D, dayof ... OQotobexr

1981 s I1ils Jease shall serminate g 10 both parties unless the Lessee on or before said date shall pay or tender te the Commissioner of the

General Land Office of the State of Texas at Austin, Texas, the sum of ‘m ‘!{_n lm/wa Dollats
{s. 10.0 0_'_ —— ), prer more, which shall operate gs rentaband cover the privilege of defsrring the cotnrmencement of a well fog twelve (12) moaths

from said date, In Itke manner, and upon like payments or 1endets the commencemaent of a well may be further deferted for itke periods of the same
number of mpnths successively during the primary term hereof,

3. PRODUCTION ROYALTIES: When produciion of oll and/or gas is secured, the Lexses agrees 10 pay or causs 10 be paid {o the Commis-
slongr of the General Land Office in Ausiin, Texax, for the use and benefit of the Sjate of Texas, dutinig the term hereof;

(A) OlL: As a royally on oll, which Is defined as including all hydracarbons produced In a liquld form at the mouth ol the well and alen ot




and cores, -or other Information relative 1o, the o n of 1he above deseribed premises, which may be req by the General Lgnd. Office, in
addition to those herein expressly provided for. L shall have an clestrical and/or radioactlvity survey matwon the bore-hole section, from the
base of ihe,:urfaee_ casing ta the total depth of well, of all wells drilled-on the above described premses and shall tyansmil a true copy of the log of
each survey on each well to the Gengral Land Office within fifteen (15} days after the making of sald survey.

complstion yeparis and plugging records, Lessee 1] supply the General Land Office with any récofds, mwndn. accounts, reports, cultings
(]

6. DBEVBLOPMENT: Natwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oit or gas
hes been compleied on the keased premises, Lessee shall exercise the diligence of a reasonably prudent operator ln driliipg such addltional well or
wells a3 may be reasonably necessary for the proper development of the leased premises and in markeating the praduction therefrom,

4, OFFSET WELLS: If oif and/or gas should be produced in commercial quantities in & woll on land privately owned or on State land leased
&t g Tesser royalty, which well is within ane thousand (1,000) fest of the area included herein, the Lessee shall, within sixty (60). days afier such in-
itial procuction on such land, begln in good faith and prosccute ditigently the drilling of Rn offser well on this ares, and such offset well shall be
drilled to such depth as may be necessary: Lo prevent the undue drainage of this azea, and the Lesses, mapager or driller shall uyse all means neces.
sary in a good faith effort to make such offset well produce oll and/or gas in commegcial quantities.

8, DRY HOLE'CLAUSE: If, during the primary term hereof and prior to discovery and productjon of qil or gas on said Jand, Lessce should
drjl} a dry hole or holes thereon, or If after discovery and produciion of oil or gas the production thereof should egase from any cauge, this lease
shall nat terminate if an or before the rantal paying date next ensving after the expiration of sixty (60} days from date of completion of snid dry
bole or cessation of production Lessee commences additional drilfing ar reworking operations thereon, or commences or resumes the payment of
annuat delay reatal in the same manner &s provided in Paragraph Number 2 of this lease, If & dry hole be completed and abandoned during the last
year of the primary torm, Lessee’s rights shall remain in full force and effect without further aperatians until the explration of the primary term,
Should the first well or any subsequent well drilied on the above described land be complated as & shut-in gas well within the primary term hereo,
Lessee shall resumg payment of anpual rental in the same manner as provided In Paragragh Number 2 in this lease on ar before the rental paying
date next ensuing after sixty (60) days from the date of completion of such shul-in gas well and (he fallure to make such annual rental payment
shall subjeat the lease to forfeiturg under the provisions of Paragraph Number 17 hereof, 1f at the expiration of the primary term or at xny time
thereafler a shut-in gas well Is located on the leased premises payments shall be made in accordance with the provisions of Paragraph Numbsr 10
hereof.

9. CESSATION, DRILLING, AND REWORKING: In the ¢venl production of oll or gas on the leased premises after ance obtained shall
tease from any, cause al the expiration of the primary term bereaf or at any time gr times therea(ter, this lease shall not terminate if Lesseg com-
mences additional drilling of reworking operations within sixty (60) days thereafter, and the lease shall remain.in ful) force and ¢ffect so Jong as
ruch operations continue In good faith and in workmanlike manner without interruptjons tataling more than sixty (60) days during &ny one such
operatlon; and if such drilling or reworking operations tesult in the production of oil or gas, the lease shall remain in full force and effeci so long
as ofl or gas Iz produced thersfrom in paying quantities or payment of shut-in gas well royzlties or compensatary voyalties is made as herelnafter
provided or as provided elsewhere in the statutes of the State of Texas. Lessce shall glve written ngtice o the General Land Office within five (5}
days of any cessation of production.

10. SHUT-IN ROYALTIES: If, ut the ¢xpiration of the primary term, or at any time thereafler, there is located on the leased premises a wetl

. or wells capable of producing gas in paying quantities and such gas 1s noy otherwise produced for lack of a suitable markel and this lense is not
! otherwise being malntalned In force and effect, Lessee may pRy as royshty a sum of money equal (o double the annuat requal provided for in this

leaze but in no event to be Joss than $1,200,00 per annum far sach well capable of producing gas in paylng quantitlas; such payment shall be made
prior to the expiration of the primary texm of this lease or if the primary term has ¢xpired within sixty (60) days afier Lessee shuts in such well or
cesses 1o produce gas therefrom or within sixty (60) days sficr this lease ceases 1o be otherwise maintained in force and effect; and If sueh payment
is made, this bease shall be considered 10 be a producing lease and such shut-jn gas well rayalty payment shall extend the term of this Jease for a
period of one (1) year {rom the end of the primary term or, if after the primaty term, from the first day of the month next succeeding the month In
which such well was shut in or production ceased or this lease ceased to be otherwise maintained in force and effect; and thegeafier, If no sullable
market for such gas exists, Lessee may extend this leass For four () additional and successive periods of one (1) year each by the payment of a like
wm of money each year as abovyg provided, on or before the expiration of the exjended term, Provided, hawever, that if, whila this lease is belng
malstained o foree and effect by payment of such shut-in gas well royalty, gas should be s0ld and delivered in paying quantities from a well
situated within 1,000 feet of the Jeased premises and completed in the same producing reservolr, or In any case where drainage is occurring, the
right to further extend this lease by such shut-in gas well royalty paymenis shall cense and (his lease shall remaln in force and effect for the re-
malnder of the current one~year perlod for which the shut-ip gas well royalty has been peid and for an additjonal period not 1o exceed five (5). years
from the explration of the primary term by payment by Lessee of compensatory royalfy at the royalty rate pravided for herein, of the valug at the
well of production from the wel| compleied In the same producing ressrvoir from which gas I being soid and delivered and which is sijuared within
1,000 feet of or draining the leased premises on which such shut-in gas well s situuted, such compensaiory royally to be pald monthly 10 the Com-
missloner of the Ocneral Land Office beginning on or before ¢hw last.day of the month next succeeding the month In which such gas is sold and
delivered from ihe well situated within 1,000 feet of or draining the leased premises nod completed in the same producing reservoir, provided fur.
ther that in the event such compensalory royaliies paid in any twelve-month period are in ap smount kess than the annual shut-in gas well royaliies
provided for herein, Lesser shall pay an additional sum of money equal ta the difference betwesn such compensatory royalties pald and such shut.
in gas well royalties within thirty {30} days from Lhe end of such twelve-month perlod; provided (urther that nothing herein shall relieve Lesses of
the obligation of reasonable development, nor of the abligatlon to drill of{set wells as required by law,

11, EXTENSIONS: If, at the expiration of the primary term of thls lease, production of oll or gas has nol been obtained on the {ensed
premises but drilling operations are belng conducted thergon in good faith &nd in a good and workmanlike manner, Lesses may, on or befgre the
explration of the primary term, fike in the Gencral Land Office written application to the Commissloner of the General Land Office for a thirty
(30) day extension of this lease, accompanied by payment of Three Thousand Dollars (33,000,00) If this Jease covess six hundred farly (640} acres
or less and Six Thousand Doltars ($6,000.00) if this lease covers more than §ix hundred forty (640) acres and the Commisafoner shall, in writing,
exlend this jease for & thirty ¢30) day period from and after the expiration of the primary term and so long thereafier us ofl or gas {s produced in
paying quantitles; provided further, that Lessce miay, so Jong as such drilling operations are belpg conducted make like application and payment
during oy thirty (30) day extended period for an additional extension of thirty (30} days and, upon recelpt of such application and payment, the
Commissioner shall, in writing, again extend this lepsg so that sume shall remain in fosce for such additiona! thirty (30} day period and so long

. thereafter ag ojf or gas {s produced In paying quantitles; provided, however, that this Jcase shall nat be extended for more than a total of three hun.
" dred ninety (390) days (tom and after the explration of the primary term uniess production in paying quantities has been obtained.

12, USE OF WATER; SURFACE: Lessee shall have the right 10 use waier produced. on sald Land, necessary for operations hereunder and
solely upon the kased premises; provided, however, Lessee shall not use potable water or water sultable for livestock or irrigation purposes for
waler flood operations without the prior written consent of Lessor. Lessee shall bave the right to use so much of the surface of the land that may:

be yeusonably necessary for drilling and opatatjng wells and transporting and marketing the production therefrom, such use to be conducied under
conditions of beast Jnjury to the surface of the land, ' . i
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recorded transfer or a copy certified to by the € y Cleck of the. county where the transfer la recarded m ; ¢ filed in the General Land Qffice
within ninety (§0) deys of the execution date, as Jied by Ssctlon 52.026, N.R.C,, accompahied by  [ilin| of Flve Dollars (§5.00).

16. RELEBASES: Lessee may relinquish the rights granied hereunder 1o the Statg &t any time by recording the telinquishment in the county
where Lhis aren is situated and Mllipg the recorded relinquishment.or ceritfied copy-of same in the General Land Offjce withiy ninety (90) days after
{13 exegution accompanied by a (iling fee of Flve Dollars (33.00). Such relinquishment will not’ have the, effect of releasing Lessee from any Hability
lhc[elororc accrued in favor of the State,

17, FORFEITURE; (A) If Lessee shall fail or refuse 1a make lhe payment of Bny fum. within thirty days alter it becomes due, or l{ Lessee or

an authorized ageqL should knowlingly make any false yeturn or falss report goncerning production or drilling, or il Lessee shall fail or refuse 10
drill apy offset wel) ar wella.in good falth as required by law and the tufes and regulations adopted. by the Commissjoner of the General Land Of-
flce, or if Lesice should fail 1o, file repoyts in 1he manner required by law ot fail (o ¢comply with rules and regulations. promulgated by the General
Land ©ffice or the Schoal Land Borrd, or refuse the proper authority access to the records pertalning o operaplons, or if Lessee or an authorized
agent should knowlngly fall or refuse to glve correct Informatjon 10 the proper authority, of knawingly fall-or refuse to furnlsh the General Land
Office a correct log of any well, or if Lessee shall knawingly violate any of the muterial provisions of this lease, or if this lease Is assigned and the
assignmeny §s ot flled in the General Land Office gs required by law, the righis acqujred under this lease shalt bz subject to forfeitura by the Com-
missioner, and he shall forfeit same when sufflciently. informed. of the (acts which authorize a forfeiture, and when farfeited the area shall again be
subject 10 leage to the highest bidder, under the same regulations controliing the original sale of leases.

(B) Forfeltures may be set aside and (hig lease and all rights thereunder reinstaled befare the rights of another intervene upon sausractory
evidence 1o the Commilssionet of the General Land Office of future compllance with. the prowisions of the law and af this lease and the rules and
regulations that may be adopted relative thersio,

18. RIVERBED TRACTS: 1n the event 1his lease covera a riverbed, Lessee i hereby specifically. granted the clght of eminent domain and
condemnation as provided for in Sections 52,092-52.093, N.R,C., 23 & pan of the consideratlon moving 1o Lessor for the covenants herein made
by Lessee.

19, DRILLING RESTRICTIONS: In the event this lzase cavers land leased under the provisions of Subchapier B, Chapler 52, N.R.C., no
surface location on this areq may be closer than six hundred sixty {660) fest from the center of any navigable ship channel, and speclal permission
from the Commisstaner of the Genera) Land QfFfice will be necessary. to make any surface location betwegn six hupdred sixty (660) fest and (wo
thousand one hundred sixty (2,160} feet from the cenler of any such navigable ship channcl. Also (n puch event this leéase shall be subject to all
rules and regulatjons promulgated by the Commissioner of the Genera) Land Office, and amendments therato, governing drililng and prodpcing
operations on permanent free s¢hool lands.

20, REMOVAL OF EQUIPMENT: Upon the tecmination of this jease for any cause, Lesses shall nat, in any event, be permtiited 10 remoye
the casing o any part of the equipment from any producing, dry, or abatdoned well or wells without the written consent of the Commissioner. of
the General Land Office or his aulhorized representative; nor shall Lessee, without the written consent of sald Commissioner or his authorized
reprezentative 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 productlon of oll or gas therefrom untll all dry or abandoned wells have been plugged and until all
slush or pefuse pits have been properly flled and ail broken or discarded Jumbsr, machinery, or debris shall have been removed from the premises
1o the satlgfaction of the said Commissioner or his autharized representative.

21. FORCE MAJEURE: Shauld Lessce b prevented [rom camplying with any express or implied covenapt of this Jease, from conducting
driliing operations thereon, or from producing oll-and/or gas Lherefrom, after effort made in good faith, by reason of war, rebellion, dots, strikes,
acis of God or any order, rule or regulation of governmeniat authority, then while so prevented, Lessea's obligation to comply with such covenlnt
shp!l be suspended upon proper and satisfactory proof presented 1o the Schog) Land Board in support of Lessee's cantention and Lessee shall not
be lisble for damages for fallure to comply therewith (except In the event gf lease operations suspendad as provided In the rules and regulations
adopted by the School Land Board); and this leass shall be extended while and 20 long a3 Lessee is prevenied, by any such cause, from dalling,
reworking operations or producing oil and/or gas from the leased premises, provided, hpwever, that nathing herein shall be construed to suspend
the paymant of rentals durlng the primary or extended term.

22. RAILROAD COMMISSION HEARINGS ON OAS: No natural gas ot casinghead ggs, Including both assoclated and nanassociated gas,
produced from the mineral estate subject to this lcase may be sokt or contracted for sale to any person for uliimate use outside the State of Texas
unless the Rallroad Commission of Texas, after natice 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 qusuon dogs not require the nawral gay or casinghead gas to meei its awn existing:
neads for fuel)

(b} na private or public hospital, nursing home, or other similar health-care fuciity in this state requices the natural gas or casinghead gas (o
meat its existing negeds for fuel;

(¢). no public or private school In this state that pravides elementary, secondary, or higher educaijon requires the natural gas or casinghead
gas 10 mest 116 existing neads for fuel;

{d) no facility of the state or of any county, munlicipality, or other potitica) subdivision im this state requires the natural gas or casinghead gas
ta.meet its"exlsting neads for fuek;

(¢) no praducer of food and fiber requires the natural gas or casinghead gas necesssry 1o meel the existing needs of irrigadon pumps and
other machinety directly telated to this production] and

(N} na person who resides in this stete and who. relles an naturel gas or casinghead gas to pravde Inwhole or part his existing needs for fuel
or raw materia) requires the natural gag or casinghead gas to meet those needs;
provided, howaver, the Railroad Commission of Texas may grant exceptions ta thesa provisions as set forth in Section 52,296 of the N.R.C.

23. SUCCESSCRS AND ASSIGNS: The covenants, condiliony and agreements contained herein shall ¢xtend to and be bindlng upon the
helrs, executors, administrators, successors of assigns of Lessee hereln.

IN TESTIMONY WHEREOF. Wness the signature of the Commissioner of the Q¢neral Land Qffice, under the seal of yhe General Land OF-

fice, this Zth dayof ... Qutober

COMMISSIONER OF THE GENERAL LA

Approved




