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Mr. Drew Reid 
Texas Genera l Land Office 

tephen ustin Bldg. 
17 0 N. ongre Ave. 
Au tin, Texas 78701-1495 

Re: 

Dear Drew: 

Ron ~ RT G. ELLIOTT 
ii a Properlie 

310 W. Wall uile 714 
P .. Ilo 5 

Midland, Te a 79702-0005 
(915) 6 7-6750 

eptember 23 20 3 
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Please refer to my letter of May 9, 2 03 whereby I furnished you with photocopies of 
the two (2) lea es covering ection 19, Block 45, P L along with a check in the amount 
of $16,125.00 covering the talc's share of the bonu fo r ection 19, the $1 approval 
fee for ection 19 and one of the $25 filing fees. 

I now furnish you with certified copie of ix (6) Relinqui hment Act Lease that have 
been recorded in ulber on ounty, Texas. Two (2) of them being the ones that I sent 
you in May covering ection 19. Two (2) of them cover N/2; E/4; & FJ2 W/4 ection 
17 and two (2) of them cover 480 acres in ection 1 (except Kyle Mining laim). 

Also enclo ed is David II. Arrington Oil & Gas, Inc. ' s check #016594 in the amount of 
$26 250. which is the late' share of the bonu for ections 17 & 18 ($26, ), the 
processing fee for the lea e covering ection 17 & 18 ($2 ) and the filing fees for two 
(2) of the leases. My check #3890 in the amount of $75.0 cover the remaining filing 
fee due. 

The owner hip of all three sections i common and i a follow : 

Monroe Properties, Inc. 

Lee tralton Living Trust 
ynthia tratton O' Malley 

. Jarius tratton Ill 

Joa nna tratton Roze 

Total 
tale 

- -- --- ---

Ownership of oil 

43.3333% 

12.5000% 
14.7224% 

14.7223% 

14.7223% 

100.0000% 

one 

Ownership RAL 

2 1.6667% 

6.2500% 

7.36117% 

7.36 116% 

7.36116% 

50.0000% 

50.0000% 



I 
J. 

Mr. Drew Reid 
Texas General Land Office 

' eptembcr 23, 2003 

The terms of the oil and ga lease are 
Bonus: $50.00 per acre. 
Primary term: 3 years. 
Rental: $1.00 per acre. 
Gross royalty: 20% or 1/Sth. 

Changes to the RAL form are identified in my letter of May 9. All of the leases have the 
same changes to the form. 

Please process these leases and provide me with the approval and the mineral file 
number. 

I apologize for the delay in getting all of these lease to you. I sent the leases for 
record ing on August 18 and just got them back from the Culberson County clerk today. 

hould you have any questions please feel free to contact me. 
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Otn~nl l •nd Offlc t 
R11inqulshm1nt Ac t Lust ~orm 
Rt vh t d S 1pt, mb11 1U7 

©ustin, m:exas 

OIL AND GAS LEASE 

THIS AGREEMENT la made and ernered Into Ihle~ day of July ,20...Q.L , between the State of Tex acbng 

byandthroughu aoent. Cynthia Stratton O' Malley, C. Jairus Stratton III and Joanna Stratton Roze 

0
, SRO Land & Minerals , 9575 Katy Freeway, Suite 440, Houston, TX 77024-1408 

o,ve Permanent Addreu) 

said agent herein referred to as tho owner o f tho aoll (whether one or more), and __ R_o_bert ___ G_._E_l_l_i_o_t_t ___________ _ 

o r P.O. Box 5, Midland. TX 79702-0005 hereinafter called Lessee 

10,ve Permenent Addreu) 

1 GRANTING CUI.USE For and In consideration or the amount, 11.ited below and or the covenants and agreements to be paid kepi and 
pcr1ormcd by Lessee under thil lease , the State of Texe, actlrg by a.nd through the owner or the soil, hereby grants, leases and lets unto Lessee tor 
the sole and orty purpose or prospecting and dnllno ror and produdng oil and 011, laying pipe line, , bu11d1ng tanks, storing oil and buid1ng power 
st.1tton1 telephone llnea and other structure• thereon, lo produce, save, take care or, treat and tranaport said product• or the lease, the follow,ng lands 

s1ruated 1n Cul berson Co\K'lty, State or Texas, to-wrt 

480 acr es in Section 18 , Block 45, Public SchCX>l Lands , being all of the 
section except the Kyle Mining Claim, as rrore particularly described in 
.Exhibit "A" attached to and COTiprising a part of this Oil and Gas Lease , 

containing __ 4:..;8=-0=----- acres, more or less The bonu, con11deratJon paid for thl1 leaae Is as rollowa 

To the s tate o t Texas Five Thousand Three Hundred and no/ 1 00 
Dollar1 ($ 5300 00 

To the owner of the aotl Five Thousand Three Hundred and ro/ 1 00 
Dollar1 ($ 5300 . 00 ) 

Total bonus consideration Ten Thousand Sj x Hundred and no/100 
Dollars ($ 1 0600 , 00 ) 

The total bonus oonatderaUon paid represent, 1 bonua of _ _;:F'-'i=f=-=t.._y_..;;and:::;..:;;=-;;..;no='-/-'1"-'0:;..;0:;._ __________________ _ 
Dollars ($ 50 , 00 ) per acre , on__.2...._1.2 ____ net acre , 

2 TERM Subject to the other provisions In this lease, lhil lease ahal be ror a term or Three ( 3) years from 
tin date (herein called ·pnmary term") and as long thered er as oil and gas, or either or them, 11 produced 1n paying quantrtles from uld land As used 
in this lease, the term 'p<oduoed In paying quantities" mean, that the rece11>t• trom the sale or other authonzed commert1al use or the substance(• ) 
covered exceed out or pocket operational expenses for the slx months last past 

IF IT SEARS 

ATTEST:-L.~'-£!....L..:'....LL.:___.'-<':.,{:..;...{..~~~ 

® IIY -"'""'-:::-..:...+--:-----

• . .. . • • . . ... . . . . . . . • 
DE'VTY • • . . .. • • 

~ • • . • . ... . • . . . • ... . . 



3 DELAY RENTALS. If no v.iell is commenced on the leased premises on or before one (1 ) year from tin dole. tin lease shall termmate, 

unJe..s on or before such aMrversory dote Lenee ahall po or tender to the owner of the aod 11r Ii b•u -11·1 ,o lbii at the address 
shown atx:>ve or to such oth ess as may be furnished in writing to Lessee. 

er tW! 11w98oi1111e~ i· 'll1!111 8h811 ee"'~"'~ 1111 lhe i 11p11el~t11') reg11~l t1ee 111 eh111 igee u. li'le chme~ of :ltltd 1111 .d}, the amount speofied below. ,n addition 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS, a like sum on 
or before uid dote Payments under th,s paragraph shall operate as o rental and shall C0\19f the prMlege of defemng the commencement of o v.iell for 
one ( 1) year from aa·d date Payments under this paragraph shell be •n the followmg amounts 

To the owner or the soil One Hundred Six and no/ 1 00 
Donors ($ 1 rn; nn ) 

To the Stole of Texas One Hundred Six and no/ 1 00 
Dollars ($ 1 06 00 ) 

Total Delay Rent.al 'l\.Jo Hundred 'I'Nel ve and no/ 1 00 
Dollars ($ 21 2, 00 

In a hke manner and upon hke payments or tenders annually, the commencement of a well may be further deferred for success,ve peooos of one (1) 
year each dunng the pnmary term All payments or tenders of rental to the owner of the soil may be made by check or sight droll of Lessee, or any 
aSS1gnee of this lease, and may be deli11ered on or before the rental paying dote If the bank dosignoled In this paragraph (or rts successor bank) should 
cease lo eXJst, suspend buslnen. liquidate, foil or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held ,n default for failure to make such payment.a or tenders of rental unlJI thirty (30) days oiler the owner of the soil shall deliver to Lessee a proper 
recordable lnatrument naming onother bank 118 ag nt to receive auch paymenta or lendera 

, . PRODUCTION ROYAL TIES. Upon production of 0tl and/or gos, Lessee agrees to pay or aiuse to be paid one-half (112) of the royalty 
provided for ,n this lease to the Commtssloner of the General Lond OffJCe of the State of Texas, at Ausbn, Texas, and one-half (112) of such royalty to the 
owner or the sod 

(A) OIL Royalty poyeble on Oii, which is defined os lndudtng U hydrocart>ons produced In a hqUld lorm ot the mouth of the ~II ond also os 
all condensa7! dlstJllote, ond other llqutd hydrocarbons recovered from Oii or gos IUl through a separator °' other equipment. as hereinafter proVlCled. 
shall be 1 :> port of the grou produc:Uon or the market value thereof, at the option of the owner of the soil or the CorMltssioner of the General 
Lond Office. such value 10 be delem11ned by 1) the highest posted pnce, plus premtum, if ony, offered or paid for Oii, condensate, d1sultate, or other liquid 
hydrocarborlS. respedJ11ely, of o hke type ond gra1111y In the general oreo where produc:ed and when IUl, or 2) the highest market pnce thereof offered °' 
poid •n the general orea where produced ond wt.en run, or 3) the gross proceeds of the sale thereof, whtchell'ef" IS the great r Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed In a plant, It WIU be run free or coat to the royalty owners through on adequate Oii 
and gos separator of corwenbonol type, or other equipment at least os efficient, so that a~ ltqUJd hydrocarboris recoverable from the gas by such means 
Wiii be recovered The requirement lhot such gas be run through o separator or other equipment may be waived, ,n wnung, by the royalty owners upon 
such terms end cond,boris os they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gos (indudlng n red gas), which is defined os oN hydrocarbons and gaseous substances not 
defined as 011 ,n aubporegl'llph (A) above, produced from ony well on S81d lend (except as prolllded herein with respect to gas processed 1n a plant for 
the extnictlon of gasoline, I.quid hydrocarbona or other producta) ahall be 1 I 5 part of the grou production or the market 11aJue f, ot the 
opUon of the owner of the toil or the Commissioner of the General Lo!ld Office, such value to be based on the htghest market pnce paid or offered for 
gos of comparable qualrty In the genenil oreo where produc:ed and when IUl, or the gross pnce poid or offered to the producer, whichever Is the greater 
proVlCled thol the maxmum pressure base in meoslKlng the gos under tl'Vs lease shall not at any bme exceed 1'4 65 pot.nds per square inch absolute 
and the standard base temperallJre shaft be sixty (60) degrees Fahrenheit, correCllOn to be made for pressure acc:ordtng to Boyl 's Law. and for speafic 
gravtty occ:ord,ng to tests made by the Bslonce Method or by the most opproved method of test>ng being used by the tndustry at the bme of test>ng 

(C) PROCESSED GAS. Royalty on any gos processed in II gasohne plant or other plent for the recovery of gosohne or other liquid 
hydrocarbons shall be 1 I 5 port of the residue gas and the liquid hydrocarbons extracted or the market 11olue thereof. 111 the opbon of the owner 
of the toil or the Commsstoner of the General Lend Office Alt royalties due herein shell be based on one hundred percent (100%) of the total plant 
prooucuon of residue gos ottnbutable to gos produced from this lease, ond on filly percent (50%), or that percent accruing to Lessee. IM"lichever 1s the 
greater, of the total plant production of liquid hydrocarbons ottnbutoble to the gos produced from th.is lease, proVlCled that rf ltquld hydrocarbons ere 
recovered from gos processed In II plant In which Lessee (or Its parent, subsidiary or affiliate) owns on lntereat, then the pen:entog appliaible to llquld 
hydrocarbon• shall be fifty percent (50%) or the highest percent accruing lo a third party processing gos through such plant under a processing 
agreement negotJated ot erm's length (or rf there Is no such third party. the highest peroent then being speafied in processing egreement.s or contracts .n 
the industry), whid'le11er Is the g.realer The respective royolties on residue gas ond on liquid hydrocarbons shall be determined by 1) the highest market 
pnce paid or offered for any gas (or liqUld hydrocarbons) of comparable quality 1n the general area, or 2) the gross price paid or offered for such residue 
gas (or the v.ietghled overage gross selling price for the respecwe grades of liquid hydrocarbons), whichever Is the greater In no event. however. shall 
the roy ltlea poyebte under Ihle pomgniph be taae thon the royaltlea which would hove been due had the gea not been prooeaaed 

(0) OTHER PRODUCTS. Royalty on carbon bla • sulphur or 11ny other products produced or manufactured from gos /!Xcepllng liqUld 
hydroairbons) whether said gas be "aislnghead: ·dry: or any other gos, by fmctJonatJng, burning or any other processing shall be 15 part of 
the gross productJon of such products, or the market 11olue thereof, et the option of the owner or the soil or the Commissioner or the General Lo!ld Office, 
such market value to be determined as follows 1) on the basrs of the highest market pnce or eoch product for the some month 1n which such product is 
proouced, or 2) on the basis or the overage gross sale pnce of each product for the same month in which such products ore produced, whtchell'ef" 11 the 
greater 

6. MINIMUM ROYAL TY. O..,ring ony year oiler the expiration of the primary term of this lease, if this lease Is maintained by productlon, the 
royalties poid under this lease 1n no event shaN be less than o.n amount equal to the total omual delay rental herein prollided, otherWJse, there shall be 
due ond payable on or before the last day of the month succeeding the aMM!rs.&ry dale of this lease o sum equal to the total ennuol rental less the 
amount of royoltles pold dumg the preceding year If Poragraph 3 of tin lease does not speafy a delay rental amount, then for the purposes of th,s 
paragraph, the deloy rental omounl sh8D be one doll r ($1.00) per ocn, 

. • . • . • . . • • . • . • . . ... • 



6 ROYAL TY IN KIND. NotwlthstBndlng any oth!lf provision In this lease. at any ume or from lime to bme. lhe owner of the sod or the 
Convnissiona, of tho Genenil Land Office may. at the option ol either, upon not less than sixty (80) days notice to lhe holder of the lease, requ,re that the 
payment of any royalties acaung to such royalty owner under this lease be made In kind The owner of the SOii's or the Commissioner of the General 
~ Offloe s nghl to lllke l\s royalty In kind shall not diminish or migete the owner of tho solrs or the Commiss10ner of the General Land Office's nghts 
or Lessee's obllgallons, whether express or Implied, under this lease 

1. MO DEDUCTIONS. Lass ogreos that all royalties accruing uider this loase (Including l~e paid in kind) shall be v.,lhoot deducuon for 
the cost of producing, galhonng, stonng, soparadng, treebng, dehydraUng, oompreaslng, processing, transporting , and otherwise makJng the Oii . gas and 
other products hereunder reedy for sale or use Lessee ogroos to oompute and pay royalties on the gross value received, lndudang ony reimbursements 
for scvoranco taxes and producUon related costs 

8 Pl.ANT FUEL AND RECY CLED GA S. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereuider In any processing plant NOIWlthstandlng any other provision of this lease, and subject to the wntten consent of 
tho owner of the soi and tho Commissioner of Iha General Land Office, Louee may recycle gas for gas Mil ~son the leased premises or for 
1111ee1.1on into any oil or gas prowa,g formation underlying the loosed premises after the liquid hydrocarbons oontalned 1n the gas have been removed 
no royaltlos shall be payable on the recyded gas unlll II ls produced and IOld or used by Lessee In a manner which enuues the royalty owners to a 
royalty under this lease 

9 ROYALTY PAYMENTS ANO REPORTS. All royahles not taken In kJnd shall be paid to the Commissioner of tho General l.Bnd Ofllce at 
Austin, Texas, In the following manner 

Payment o f royally on producdon of oil and gas shall be as provided In the rules set forth In tho Texas Roglster Rules curronlly provide that royalty on oll 
1s duo and must be received In the General Lllnd Office on or before lhe 5th day of the second month succeeding the month of production, and royalty 
on gas 1s duo end must be rocolved In the General Land Office on or before the 15th day of the second month 1ucceed1ng the month of production 
accompanied by the ofllclaVII of tho owner, monager or othoc authorized agent, completed In the loon and momer presc11bed by the Goneral Land Office 
and showing tho gross amount and dlaposlbon of all oU and gas produced and tho marl(et value of the oel and gas, together w,th a copy of all documents 
records or reports confirmng the gross producuon, dispoaluon and marl(et value 1ncJud1ng gas moter readtngs, pipeline receipts gas hne rooe1pu1 and 
other chocks or memoranda of amount produced and put Into pipelines, tanks, or pools end gas llnes or gas storage, and any other reports or records 
which tho General Land Office may require to venfy the gross production, dlspo11Uon and marl(et value In al cases tho authonty of a manager or agent 
to act for the Lessee h rein must be fVed In the General Lllnd Office Each royalty payment aha.II be accompanied by a cl-.eck stub, schedule, sunma,y 
or othor remittance advice sh<7Mng by the signed Genoral Land Office I ose number the amount of royalty being paid on oach loose tf Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was duo, then Lessee owes a pooalty o f 5% on the royalty or $25 00, wtuchever 1s 
greater A royalty payment which Is over thirty (30) days late shall accrue a ponalty of 10% of the royalty due or $25 00 whichever Is greater In add1uon 
10 a penalty, royalllos sh.Ill accrue Interest at a rate of 12% per year: such Interest will begin to accrue whon the royalty ls sixty (60) days overdue 
Affldavits end supporting docOO'lents which are not nled whon due shall Incur a penalty In an amount set by the General Lend Office admlntstraUve rule 
which Is affocdve on tho dale when the affldovtts or supporting documents were duo Tho Lessee shall bear eD respons1blllty for paying or causing 

nght of forleltura as proVlded by law nor act to postpone the date on wNch royaldes were originally due The above penally provisions shal not apply 1n 
royalt 10 be pa,d as prescribed by the due dale provided heroin Paymont of the dehnquoncy penalty shel In no way operate to prohibit the S1a1e·s ~ 

~es of Ude dispute as to the State's portion of the royally or to that portion cJ the royalty In dispute as to fair market value 5 e Be./ 
0 

w . ff) 
10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Loasoe shall annually furrish the Commissioner of the General Land Office ?I) 

with Its best possible esUmate of oll and gas reserves underlying this lease or allocable lo this lease and shall furnish said Commissioner wttt, cop1es o( 
al contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts Within tti.rty (30) days after 
entoring Into or malong such contracts, agroomonts or omendmonts Such contracts and agreements when reoelvod by tho General Land Office sholl bo 
held In oonflclonce by the General Land Office unless olhBfWlse authorized by Lessoo AJ other contracts and records pertaining to the producuon (\) 
transportadon, sale and markallng o( the oll and gas produced on said promises, Including the books and accounts, rocelpts and discharges of all weMsJ 
tanks, pools, meters, and plpeUnes shall at all dmes be ubjecl to Inspection and examination by tho CommtSSloner of the General Land Office. the 
Anomey Genemi, the Govomor, or tho representauve of any of thorn and by the owner of the soil. 

(B) PERMITS, ORIWNG RECORDS. Wotton nouce of al opernllons on this lease shall be submmed lo the Comm1ss10ner of the General V'J 
Land Office by Lessee or operator five (5) days before spud dale, wor1(over, nt-entry, lemporary abandonment or plug and abandonment of any wol or 
wells Such wnnen noUce to the General Land Office shall lndude copies of Railroad Commission forms kx applicauon lo dnll Cop1es of well tests 
oompleuon reports and plugging reports shall be supplied 10 tho General Land Office at tho Ume they are filed wtth the Texas Railroad Commlsston All 
appllcaUons, permllS, repcxtS or other ftllngs that reference this lease or any speclflc well on the leased premises and that are submtned 10 tho Texas 
Rs•road CommSSIOll or any other governmental agency shall Include the word "State" In the UUo Additionally, In occordanoe w,th Railroad ComlTtlSSIOO 

rules, any slgnage on the leased premises for the PUfPOSG of Identifying wells, tank batteries or other associated improvomonl.8 lo the land must also 
1ndude the word "State • Lessee shaa supply the Genoral Land Office with any records. memoranda, acoounts. reports, cuttlngs and cores . or other C\ ,, 
information relauve 10 the operation of the obove-<lesaibod promises. Vw'hlch may be requested by the General Lend orrice, In addillon to those horefn y 
exproasly provided for Lossoo sh.all have en electrical and/or rodloacUvlty survey made on the bor9-holo secUon, from lhe base of the surface casing to (:Jj 
the total depth of woo, of all wells dnlled on tho above dOSClibed premises end shall transmit II true oopy of the log of each survey on each woll lo the,,{ f) \J 
General Lend Office thin nfleon ( 15) daya after the making of 1&ld survey ~ A 

and to the owner of the soil ""1 
(C) P ENAL TIES. Lessee sholl Incur a penalty whonev« reports, documents or other matenals are not filed m the General Land Office when V / 

due Tho penalty for late ftllng shaM be set by the General Land Office admlnlstn1uve rule which Is effective on the date when the metenels were due 1n 
the General Land Office 

11 . DRY HOLE/CESSATION OF PRODUCTION DURJNG PRIMARY TERM. If, during the primary term hereof end pnor to dlSCOllery and 
producUon o f oil or gas on said land, L.essoo should dnll a dry hole or holes thoroon, or If du,ng the pnmary loon hereof ond enor the ciscovery and 
actual produclion of oli or gas from the loosod premises wcil produaJon lhoreof should caase from any cause, this lease shal nol termmate If on or 
before th expiration of sixty (60) days from dale of complet10n of said dry hole or cessation of production Lessee commences add1Uonal dnlhng or 
reworlOng operations thereon, or pays or tonders the next annual delay rental In the same manner as provided In this lease If, during tho last year of the 
pnrmry term or wilhn slXly (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should ceasa for any cause 
Lessee's rights shall rem n In full toroe and effect w,thoul lurth r operations unll the exptrallon of the primary term, and If Lessee has not r urned 
produa100 ., payv,g quanUlles at the expiration of the prim ry lerm, Leuee may malnt In this lease by condualng edditlonal drilling or r~ 

*9 . (Continued) All requirements , rights 
of royalties not taken in kind, as well as 
as requested by, or as could • ~~es 
production, disposition and mar eC ~ . . . 
owner of the soil. • • • • 

penalties with respect to the payment 
furnishing of records or inforrrat1on c( 

General Land Office to verify grossj 
~o required by and applicable to the 

·.· ~ 
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operauons pursuant 10 Paragraph 13, using the expiration of the pnmary term es the date of cessatJon of production under Paragraph 13 Should the first 
weM or any slbsequent weft dnled on the above desaibed land be completed as a shut-ln ol or gas well Within the pnmary term hereof, Lessee may 
resume payment of the amual rental In the same manner os provided herein on or before the rental payng date following the eXJ)lrallon of socty (60) 
days. from the date o f completion of such shut-ln oil or gas well and upon tho failure to make such paymenL this lea!e shat Ipso facto terminate If at the 
exp4rauon of the pnmory tonn or any dme thereafter a shut-ln oll or gas well is located on th leased premises, payments may be made n accordance 
w,th the shut-In proV1sk>ns hereof 

12. DRIWNG ANO REWORKING AT EXPIRATION Of PRIMARY TERM. If at tho exprallon of the pnmary term. nelther od nor gas Is bemg 
produced on satd land, but Lessee Is then engaged In dnlWng or roworkl'lg operatlOOs thereon, thts lease shall remain 1n force so long as operations on 
said well or for dnlllng or reworkJ'lg of any add1uooal wells ore prosecuted 1n good folth and In workman! e manner Without 1ntemipuons totaling more 
than Sixty (60) days dunng any one such operation, and If they rest.At In the production of ol and/or gas, ,o long thereafter as oil and/or gos 1s produced 
1n paying quanuues from SOid land, or payment of shut-ln oil or gas well royalUos or compensatory royalties Is made as provided In this lease 

13. CESSATION, ORIWNG, ANO REWORKING. If, ofter the explmtlon or the pnmOf)' term, producuon of od or gas from the loosed 
premises ofter once oblalnod, should cease from any cause, this loa.se shaN not terminate if Lessee commences eddiuonal dnlhng or reworklflO 
operations Within sixty (60) days after such cessatJon, and this loose shall remaln In full force and effect for so Jong as such operations continue 1n good 
fanh and Ir'! workmanlike manner w,thout lntcrrupbons totnllng more than shcty (60) days If such drilling or rcworl<Jng operations resuh In tho producuon 
ol 011 or gas. tho lease shaN remain In full force and effect for so long as oil or gas ls produced from the leased premises In paying quanutlos or payment y 
of shut-In oil or gas well royalues or paymont of compensatory royalties Is mode os provided heroin or as provided by law If the dnlllng or re•,vorlllng 
operations rosult In tho oomplehon of s well as a dry holo, tho leaso wKI nol terminate 11 the Lessee commences addibOnal dnnlng or rewor1<Jng :t) 
operntK>ns w11t11n sixty (60) days aftef the oompleUon o f the woll es a dfy hole, and this lease shal remain in effect so long as Lessee contlnuos dolling or 
reworl<Jng operations In good faith and In a worlo'MnHke manner without lntorrupllons totaling more than slXty (60) days Lessee shall give wnnon notJce~ 
to the General Land Off100,W1ltln thlny (30) days of any cessation of production 

\and to the owner of the soi 1 
14. SHVT -IN ROY AL TIES. For purposes of this paragraph, "Weir means any well lhal has been ass.gned e well number by the state agency ffe1 

haV1ng Junsdlctk>n over the production of oil and gas If. t any lime after the expiration of the pnmary term of a lease that, unbl betng shut 1n. was bctng v / 
maintained 1n fon:e and effoct, e well capable of produong oil or gas in paying quantities Is located on the leased premises, but 0tl or gas IS not bolng 
producod fol' lack of suitable production faollUes or lack ol a suitable market, then Lessee may pay as a shut-In Oii or gas royalty an al'TIOl.f'lt oquol to 
double the annual rental provided In the lease, but not less than S 1,200 a year tor each well capebla of prodoong ol or gas 1n payng quantities If 
Paragraph 3 or ltls lease dOes not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shal be one dollar 
(S 1 00) pe< aae To be effecuve. each Initial shut-In ol or gas royalty must be paid on or before ( 1) the axpntlon or the pnmary term, (2) 60 days ellor 
tho Lessee ceases to produce ol or gas from the leased premises, or (3) 60 days oller Lessee completes a dnlllng or reworklng operation 1n acx:oroance 
w,th the lease provisions whichever date Is latest Such payment shall be mado on~half (1/2) to the Commissioner or the General Land Of11ce and onc-
half (1/2) to tho owner of the sod If the shut...-i oil or gas royalty ls paid, lhe lease shat be considered to be a produang lease and the payment shell 
extend the term of the lease for a penod of one yo;kl from tho end of the pnmary tonn, or from the Orsi day of the month lotlowing tho month ,n which 
production ceased. and, ofter that. if no sultnble production faohUes or sU1Lablo market for tho oil or gas exists, Less may extend the lease for four 
more successive penoda of one (1) year by peylng the some emounl each year on or before the expirat1011 of eech shut-In year 

15. COMPE NSATORY ROYALTIES. If, dunng the ponod the lease Is kepi In eflecl by payment of the shut-ln oil or gas royalty, oil or gas IS 

sold and delivered In paying qunntitles from aw II located Within one thousand (1,000) feet or the leased premises and completed In the same prodUClng 
reservoir, or in ny case in Which drainage Is oa:uning, the right to continue to maintain tho lease by pey1ng tho shut-ln oil or gas royalty shall cease bul 
the loaso shall remain orrocuve for the remalnd r of tho year for which lho royalty hH beon paid The Lessee may maintain the 10010 for four more 
successive years by Lessee paying compensatory royalty al tho royalty rate provided In tho lease of the market value of prodUC1Jon from the weN causing 
the drainage or Which 11 completed In the same producing res rvolr and within one thousand ( 1,000) feet of the leased premises The compensatory 
royally ls to be paid monthly, OOIHlalf (1/2) lo the Commissioner of the General Land Office end one-half (1/2) to tho owner of tho ,oU, beglmlng on or 
before tho last day of the month lotlowtng the month In which the ol or gas Is produced from the well causing the drainage or that Is completed In the 
same produong reservoir and located within one thousand (1,000) feet of the leased premises If Iha compensatory royalty paid in any 12-month pcnod 
is an omount less than tho annual shut-ln oll or gas royalty, Lessee shall pay an amount equal to tho difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which ere not tJmely pa id wdl accrue peoalty and Interest In accordance wtth Paragraph 9 of thts 
lease one of these provlSIOl'l3 w,11 relieve Lessee of the obhgation of reasonable development nor the obUgaoon to dnll o ffset wets as prov,ded 1n 
Texas NaturDI Reso\XOes Code 52 173, however, at the d termnatlon of tho Commissioner, and w,th the Commss1oner's WT1llon approval the payment 
of compensatory royalUes can satisfy the obllgation to dnll offset wolls 

16 RETAINED A CREAGE. NolwhhslOndlng any provtslon ol this lease to the contr ry after a well producing or capable of prodUClng atl or 
gas has been completed on the leased premises, Lessee shall exercise the d1Ugence or a reasonably prudent operator In dnlhng such addrtlOO!II wea or 
wels as may be reasonably nece583ry for the proper development of the leosed promtses and In marketng tho produellOO thoroon 

(A ) VERTICAL In tho event this lease ls In force and effoct two (2) years after tho expiration dale of tho primary or extended tenn 11 sholl then 
1erm1na1e es 10 al of the leased premlSel, EXCEPT (1) 40 acres surrounding ooch 0tl well capable of produang In pa)'VlO quanuuos and 320 acres 
surrounding e11ch gas well capable o f produong in pay,ng quanuties (lnduding e shut·tn Otl or gas wel as proVlded In Paragraph 14 h8'eof), or a woll 
upon which Lessee Is then ongagod 1n conunuous dnll1ng or reworlong operations, or (2) lhe number of acres lnduded in a producing pooled unn 
pursuant to Texas Narural Resources Code 52 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for produchon 
purposes to a proration unit for each such producing weU under the rules end regulations of the Railroad Commission of Texas, or any successor 
agency, or olher governmental authonty having Jurisdiction If at ony dmo 11\or tho effocuve date of the panlal termlnaUon provislOns hereof. the 
appllcabl Oeld rules ar changed or the well or w ells located thereon are rocioss,fled so lhat loss acreage is thereafter allocated to said well or wells for 
producuon purposes, thls lease shaU thereupon terminate as to all acreage not thereafter allocated to said well or wells for producuon purposes 
Notw1thstandlng the termination or this lea o as to a porUon of tho lands ooverod hereby, Lessee shell nevertheless conunue lo hove the nght of Ingress 
to and egress from the lands stHI subject to this lease for II purposes deacnbed in Paragraph 1 hereof, together w,th easements and nghts-Of-way for 
exisung roads, exlsbng pipelines and other e>tlsUng facillUes on, over and across all the lands described In Pamgraph 1 hereof ("tho ret.e1ned lands"), for 
aocess to and from lho retained lands and for lhe gathering or transportaUon of oH, gas and other minerals produced from the rel lned lands 
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(B) HORIZONTAL In tho event this lease ts 1n lorco and effect two (2) years 1fter the exp,rouon date of tho pomory or extended tcnn It shall 
furU'ter tennnate as to II depths beloN 100 feet below the tolBI depth dnled (herOjnafter "deeper depths") In each well located on acreage retained 1n 
Paragraph 16 (A) above, un ., on or before two (2) years after the primary or extendod term L•- pays an omount equal to one-half (112) of the 
bon!JS ongtnally paid as oonsioerauon lor lhts lease (as speaftod on peoe 1 hereo() If such omount Is paid , this lease shall In fon::e and effect as IO 
such deeper depths 1nd said terffllnatlon shall be dolayed for an 1dd1uonel ponod of two (2) years end so long thereafter II oil o, gas is produced 1n 
pa)'1ng quanuues from such deepor depths covered by this loaso 

(C) IDENTIFICATION A ND RUNG. Tho surlace ocreage retained h reunder OS to ooch well shall. OS near1y as pmdical, be In tho form of 8 

SQUare with tho weU located 1n tho center thereof, or such other sh po as may b approved by tho ComrmSSIOMr of tho General Lnnd Office Within 
thlny (30) day, after poruol tennlnatlon of this loose es provldod horoln Less shall execute end record o release or releases contmnmg a sousfactort 
legal description of tho acreage ondJor depths not retained hereunder The recorded release. or a cer1111od copy of same shol be lllod in tho General 
Land Office accompanied by the fling f proacnbed by the General l.Bnd Office rulos In effect on the date the rolease is ftled tf Lessee fails or refuses 
to oxccuto and record sud'l release or roloases wrth1n ntnety (90) days ofter being roques1ed to do so by tho Genorol Land Office, then the 
Comm1ss1000r at his sole dlscreuon may deslgn111e by WT1tten Instrument the acreage and/or depths IO be released hereunder and rocord such 
instrument at Lessees expense 1n the county o, countJea where the lease is loCclted and In the otfloal record, of the General Land Otllce and sue/I 
doa1gnauon shall be binding upon Lessee tor all purpoeos A certified copy of such release or releases shall 

also sent to the owner of the soil . 
1 Of'FSET WS::LS Neither tho bonus delay rentals, nor royalbes peid, or to be paid , under this lease shall relieve Lenee of his obligation 

to prolect tho 011 and gas under the above-<lesalbed land from being droned Lessoo, sublossoo, 1'8C81Ver or other agent 1n control of the 18ased 
promises sh II dnll as many wells ns the fads may Jusufy and shalt use eppropnate moons and dnll to a depth nooessary to provent undue dr81na of 
Olt and gas from the leased premises In eddlllon If oll end/or g should be produced In commeraal quanuues within 1 000 lee! of the leased premises 
or 1n any caso where tho leased premisee IS being dralnod by production of oil or gas. the Lessee, subl eo. recetver o, other agent In control of the 
lea od prom1Sos shall In good faith begin tho dnlllng o f a woll or wells upon tho leased promise, within 100 days after the dre1n1ng woll or wells or tho 
well or wells completed Within 1,000 feel o f tho loasod premises start producing In commercial quantities and shall prosecute such dnll1ng With dlhgenco 
Failure to sausfy the statutOIY offset obhgatlon may subject this lease end tho owner of the sod's agency rtghll to forfotllJre Only upon the dotermnat10r1 
of the Commssloner ol the Genllf I Land Office and with his WT1tten approval may the payment of componsatort royalty under opplk:able statutory 
parameters satisfy lhe obligation to dnll an offset well or wells required under this paragraph 

111 FORCE MAJEURE. If, after a good faith effort, Lessee ts prev nted from oomplytng with any express or imphed covenant of this lea e 
from conductJng dnlhng operations on the leased premises, or from produc,ng otl or gos from tho leased premlsos by reason of war, rebellion, nots 
stnkes acts of God or any vahd order rule or regulation ol government authonty, then whjo so prevented Lessee·, obi.gallon to comply wtth such 
covenoot shall be suspended and Lessee shal not be hable for damages for failure to comply With such covenants. add1tionaly, th,s lease shaH be 
extended while Less 1s prevented , by any such cause, from conducung dnlllng and reworking operauons or from produang Ott or gas from the leased 
prem,ses Ho,vever, nothtng ,n th11 pantgraph shall suspend tho payment of delay ren1a1, In order 10 mam1a1n thlS lease 1n effect o.inng the pnmary tonn 
1n tho absence of such dnlhng o, rewonclng operauons or producuon of od or gas 

19 WARRANTY CLAUSE. Tho owner of the soil warrants and agreoa to defend title to the leased premises If tho owner of the sod defaults 
,n payments owed on tho leesod premisoe. then Lessee may red om tho rights of tho ownor of the soll In the leased premises by paying any mongoge 
taxes or other hons on tho leased prennes If Lessee makes payments on half of tho owner of th sotl under this paragruph, Less may rocover the 
cost of these payments from the rental and royalties due the owner of the soil 

20 (A ) PROPORTIONATE REDUCTION CL.AUS If the owner of the sotl owns less than the enure undlllldod surface estate., the al>oli 
described land whether or not Lessees interest 1s speolled here1n, then the royalues and rental herein provided to be paid to the ownor of the sol shall 
t>e paid to him m tho prc>p<)'tlon which hla Interest beers to the onUre undivided surface estate and tho royaltlos and rental herem provided to bo paid tu 
the Commss10ner ol the General Land Offlco of tho Stale of Texas shall be likewise proportionately reduced However. before Les,ee adJusts the 
royalty or rent l due to the CommisslOl'ler of tho Genel'1ill Land Office Lessee or his aulhonzed representative must subrnt to the Commiss1011er of the 
General Land Office a wntten slBtement which explains the discrepancy between the interest purportecly I aed under tin loose and the actual 1n1erest 
ownod by the ownor of tho sod The Comm1ssk>nor of the Genoral Land Office shaU be paid the value of tho whole producuon allocable to any undlVlded 
interest not covered by a lease loss the proporoonalo development end production cost allocable to such undVldod lllteroal However, 1n no ~ent sh8U 
the Comrmss10nor of the General Land Offlco receive as a royally on tho gross production llocabl to tho undivided int rest not leased on amount less 
than tho value ol ono-11x1oonth ( 1/ 16) of such gross production 

(B ) REDUCTION OF PAYMENT S. If, during the pnmory term, a portion of tho land covered by this lease IS included within the boundane& 
of a pooled unll that h boon approved by tho School Land Board and tho owner of the soil In accordance with Natural Resources Codo Socuons 
52 151-52 154 or ff. at any uma after tho expirallon of the pnmery term or the extended tenn. thlS lease covers a lesser number of ecros than th toial 
amount deecnbod herein payments that are made on I por acre bes11 hefoondor shall be reduced occordlng to tho number of acres pooled released 
surrendered or o fWlse severed, so that payments determ1nod on a per aero bests under tho terms of lhls lease dunng tho pnmary tenn sh.'.111 bo 
carulatod based upon the mxnbor of aa ootstde the boundones of a pooled ur.t, or, i after the exp,rnuon of the pnmary term. the number of aaes 
aduENly re1B1Md and covered by this lease 

21 USE OF WATER. Laaseo shall have the nght to use water producod on said land necessary fo, operauons under thts lease except wetor 
from w1;1ls ot tan o1 th owner of the SOii proVlded however, Lessee shall not use potable water°' watrr suitable for llvestock or ,mgauon purpo s 
for wator11ood operations without the pnor consent of the owner of tho soil 

22 AUTHORIZED DAMAGES. Lossoo shal pay tho owner of the soil for damages caused by ,ts operouons to all poraonal property 
improvements. livestock and crops on said land 

23 P IP LINE DEPTH. When requested by tho owner of the soil, Loss shan bury its ptpchnes below plow depth 

24 WELL LOCATION L IMIT No well sh.'.111 be dnlled nearer than two hundred (200) foot lO any house or barn now on said premises without 
tho wntten cons nt of tho owner of the SOii 
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25 POUVTION. In developing this area, Lesseo shall use the highest degroo of caro and all proper safeguards to prevent poUullOn Without 
hmttmg the foregoing, pollubon of coastal wetlands, naturol waterways rivers end Impounded water shall bo prevented by the use of conta1nmen1 
laci~ues suffioont to prevent spillage, soopago or ground water contamlnabon In the event of polulion, Lessoo shal use all moans at ,ts dlspasal 10 
recapture all esceped hydrocarbons or other pallutant and shall be responsible for all damogo to public and pnvato properties Lessee shall build ond 
ma1nu11n fences around its slush. sump, and drainage pits ond tank battenes so as to protect bvestock against loss. damage or lnJury and upan 
completion or abandorvnont of any woll or weh, Lessee shall f~I and level all slush pits and cellars and completely clean up tho dr11bng site of all rubbish 
thereon Lessee shall , while conducting operations on the leased prom,ses, koep soJd promses froo of ell rubbish, cans boUIOI popcir cups or garbago 
and upon compledon of operauons shall restore the surfaoo of the land to as noar Its ong1nal cond1uon and contours as IS pracucable Tanks and 
equipment w,11 be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. SubJocl to lmltouons n this paragraph Lessee shall have the nghl to remove machinery and fixtures placed 
by Lessee on the leased promises. lndudlng the nghl to draw and remove casing, within one hundred twenty (120) days alter tho exp1rauon or tho 
termination of this loose unless the owner of the soll grant.s Lessee an extension of this 120-<lay ponod However LesSCN) may not remove casing from 
eny well aipable of producing Oii and gas 1n peying quantluos Add1uonally, Lessee may not draw and remove casing umll after lhlrty (30) days wnnen 
nouce to the Commissioner of the Genorel l.Bnd Ofllce and to the owner of tho sol Tho owner of the soil shall become the owner of any machinery 
nxtures. or casmg which are not timely removed by Lessee under the terms of this paragraph 

27 (A) ASSIGNMENTS. Under the conditions contained 1n this paragraph and Paragraph 29 of this lease, the nghts and estates of enhor 
party to this lease may be assigned, ,n whole or In part, and the provisions o( this lease shall extend 10 and be bmdlng upon their hotrs, de111sees. logal 
represontauves, successors end assigns However, a change or d1V1Slon In ownership of the land, rentals, or royaloes w,11 not onlaryo the obhgauons o1 
Lessee diminish the rights, prlvtloges and estates of Lesse • Impair tho effoctlveness of any payment made by Lessee or impair the eftocuveness of any 
act performed by Lessee And no change or division In ownership of the land, rentals, or royalties shall bind Lessee for any purpose unOI thirty (30) days 
after tho owner of the soil (or his heirs, devlseos, logal representatives or assigns) furnishes the Lessee with satisfactory wnuen evidence of the change 
,n ownership. Including the original recorded munlments of !Ille (or a certlflod copy of such ong1nal} when the ownership changed because of a 
conveyance A total or partial osslgrvnent of this lease shal. 10 tho extent of the Interest assigned, relieve and discharge Lessee of al subsequent 
obligauons under this lease If this lease Is assigned In Its enbrety as to only pan of the eaeege, the right and opuon to pay rentals shall be apporuoned 
as between tho several owners ratably ecoord1ng to the aroa of eech, and failure by one or more of them to pay hls share of tho rental shall not affect 
thts lease on the pert of the land upan whleh pro rata rontnls are IJmely paid or tendered, however. 1f the assignor or assignee does not fde a certified 
copy of such assignment ,n the General Land Office before the next rental paying date. the entire lease shall terminate for failure to pay the enure rental 
due under Paragraph 3 Every assignee shall succeed to all rights and be subject to al obllgatlons. llabd1ues, and pooalues owod to the Stale by the 
ong,nal lessee or any pnor assignee of the lease, 1nduding any ll0Mt1es 10 tho State fOf unpaid royattios 

(B) ASSIGNMENT U MITA TION. No1W1thatand1ng any provision In Parograpn 27{e), If the owner of the soil acquires ti"Ms lease 111 whole or 1n 
part by assignment w,thout the pnor wntton approval of tho Comm1SS10ner of the General Land Office. this lease ,s void as of tho ume of assignment and 
the agency power of the owner may bo forfo1led by the Convn1ssloner An assigrvnenl Wiii be treated as if II were made to the owner of the SOii If the 
assignee Is 

( 1) a nominee of the owner of the sol, 
(2) a corporation or subsidiary In which the owner of the soll ls a pnnclpal stockholder or Is en employee of such a corporation or subs1d1ary 
(3) a partnership In whleh the ownor of the soil ls a partner or ,s an employee of such a partnership, 
(4) a pnncipol stockholder or employee of tho corporation which 1s the owner of tho soil. 
(5) a partner or employee In a partnership which Is the owner of the sow. 
(6) a fiduciary for the owner of the sod, inducting but not llmrted 10 a guardian. trustee, executor, adm1rntra1or, recetver. or conservator for the 
owner of the SOii, or 
(7) a family membor of the owner o( the BOii or relalod to the owner of the soil by mamage. blood or adoption 

211 Ra.EASES. Under the condtuons contained In this paragrapn and Paragraph 29 Lessee may at any lime execute end deliver to tho 
owner of 1he so~ and place of record a refease or releases covonng any portion or paruons of the leasoo premtsos, and thereby surrender this lease as 
to such poruon or port10ns, and be relieved of all subsequent obligations as to acreage surrendored If any part of this loose 1s proper1y surrendered the 
delay rental duo undor this lo.:ise shall be reduced by tho proportion that the surrendered acreage boars to tho aaeago which was covered by this lease 
1nvncdlatoly pnor 10 such surrender. however. such release will not relieve Lessee of any llab411t1es which may have accrued under this lease pnor to the 
surrender or such acreage 

29 FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease Is assigned or released such ass,grvnent or release must bo 
recorded ,n the county where the land is situated, and the recorded instrument. or a copy of tho recorded Instrument corufied by the County Clerx of the 
county tn which the 1n1trumonl 1s recorded. must be filed In the General Land Office within 90 days of the last execuuon dote accompaflfod by the 
prescnbcd filing lee If any such auignmenl is not 59 1!1~. lhe righls acqµired under this !ease shall be subJoct to forle11ure Bl 111.e oppon of the J) 
Cornm1SS1ooor of the General Land Office A cert1t1ed copy or such assignment or release shall also <?:' 

sent to the owner of the soil. fut 
30 DISCLOSURE CLAUSE. All proVISions portalnJng to the lease of lhe abovCKlcscnbed land have been Included in this instrument f - , 

1ndud1ng the statement of the trve conslderabon to be paid for the execution of lhlS lease and tho nghts and duties of the parues Any collateral 
agreements c:oncem1ng the development of Oii and gas from the leased promises which are no1 contained 1n INs lease render this lease invalid 

31 FlDUClARY DUTY The owner- of tho sol owes tho State a fiducmry duly and must luly disclose any facts alfoctJng the State's interest 1n 
tho leased premises When tho 1111eros1s of the owner of the soil confflct w,th those of the State. the owner of the soil is obligated to put the State , 
interests before his personal Interests 
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Comm1ss10ner, and he shall forle1t same when sufficiently 1nfonnod of the facts which eulhonz:e a forfo1ture, and when forfeited the oroa shall again be 
subJect to lease under the terms of the ReUnquishment Act. However, nothmg horeln shall be construed as waiving the aulOmaUc tcrm1nab0n of this 
lease by opcrauon of Jaw or by reason of any spedal l1m1tatlon anling hereunder Forfeitures may be set aside and this lease and all nghts thereundor 
rclnSJBtod before tho nghts of another lntorvone upon satJsfaclory evidence to the Commissioner of the Geoeral Land Office of future compl111nce wtth 
the provisions of the law and of this loose and the rulos and regulations that may be adopted rela\Jve hereto 

33. LEN. In occordance with Texas Natural Resources Code 52 136, the State shall have a fir.it lien upon oil ol and gas produoad from the 
area covered by this loose to secure payment of all 1..npald royalty and other sums of money that may become due under this lease By acx:eptance of 
UU lease. Lessee grants the Slate, In addition to the lien provided by Texas Natural Resources Code 52 .136 and any other appbblt slJltutory hen. oo 
express contractual lien on and secunty Interest In all leMOd minerals In and extracted from the leased premises, an proceods wt,jch moy accrue to 
Lessee from the aalo of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fbcU.ns on and Improvements to the 
leased premises used In comedlon wtth the production or processing of such leasod minerals In order to secure the payment of all royal\Jcs or other 
amounts duo or to become due i.ndor this l&ase and to socure payment of any damagee or loss that Lessor may suffer by reason of Lessoe·s breach al 
any covenant or condition of this leasa, whether express or lmpfted Thia lien and SOC\Jrlty Interest may be foreclosed with or without coun proceedings In 
the moma< provtded in the TIUe 1, Chap 9 of tho Texos Business ond Commerce Code Lessee agrooa that tho Commlaslonor may roqulro Lessoo 10 
execute and record such Instruments os may be re830Mbly necessary to acknoWlodgo, attach or perfoct this lien Lessee hereby represents that there 
are no prior or suponor liens ansing from end relatJng to Lessee's actlv1Ues upon the abov~bed property or from Lessoe's acquisition of this lease 
Shookl the Commss,onor al any timo detennlne that lh11 representation Is not true, then the Commss1onor may declare this lease lorf01ted as provided 
herein 

3-4 POOLING. Lessoe Is hereby granted the right to pool or u~tJze the royalty Interest ol lhe owner of the sod undor this lease wtth any other 
leasehold or mineral Interest for the exploration, development and productk>n o( oll or gas or either of them upon tho some terms as shall be approved 
by the School Lend Board and the Commissioner of the General Land Offlce for tho pooting or u~Uzlng of tho Interest of the State under this lease 
pursuant to Texss Natural Resources Cod 52 151 -52. 154 The owner of tho soll agrees that the Inclusion of this provision In this lease satJsfles the 
execution requirements staled In Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee horeby releases and d1,charges the State of Toxas and Iha owner of the soil, their officers, employees partner., 
agents. contreaors, subcontractors, guests, lnvlteos, end their reapectlve succeSSOB and assigns, of and from all and eny actKJOS and causes of acoon 
or every nature, or other harm, Including environmental harm, for which recovery of damages Is sought, tndudlng, but not lrnlted to all losses and 
expo~ which ere caused by the actMUee of Lessee, Its officers, employees, and agents anslng out of, Incidental to, or result.ig from. tho operauons 
of or for Lessee on the leased premises hore1X1der, or that may arise out of or be ocaisioned by Lessee's breach of any of tho terms or proVISIOOS of this 
Agreoment or by any O!hor neghgent or strictly lable act or omission of Lessee F!Xther, Lessee h8'eby agrees to be llablo for , exonerate. Indemnify 
defend and hold hermloss the State or Toxaa and the ownor of tho sol, their officers, employees end agents, their successors or assigns, against ony 
and au dol1ns, llabAltlos, loasos, damages, ocUons, poraonol Injury (Including death), costs and exponsos, or oU,or h rm for which recovery or damagos 
Is sought, under any theory lndudlng ton. contract, or sllict heblUty, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leallOd preml.as or In any way related to Lessee's failure to comply with any and all envlronmental laws, those arising 
from or In any way rolBLed lo Lessoo's operations or ny other of Lessee's acUv,Ues on the leased premises, those ansng from Lesaee's use of Uie 
surface of the leased premcses, and those that may arise out of or be occasioned by Lessee's broach of any of the terms or provislOOs or UU Agreement 
or any other act or omission of Lessee, Its dlreclors, offloefs, employees, partners, agents, contractoB, subcont111ctors, gueslS, ll'Mtoes and thetr 
respecove successors and assigns Each assignee d this Agreement, or an Interest therein. agrees to be lable for, exonerate, Indemnify defend and 
hold harmless the State of Texas and the owner of the soll. their officenl, employees, ond egents In the same manner provided above 1n connecuon wtlh 
Iha acuv,tios of Lossoe, Its officers, employees, and agents H dOICribod above. EXCEPT AS OTHERW1SE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHAU BE WfTHOVT LIMITS AND 
WTTHOIJT REGARD TO Tl-IE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES ONCLUDING THE NEGLIGENCE Of THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE. OR PASSIVE. 

36 ENVIRONMENTAL HAZARDS. Leuee shall use the highest degree of care and an reasonable aa1eguaros to prevent contamtnabon or 
pollution of any env,ronmental medium, 1ndud1ng soil, surface waters. groundllfator, sediments, and surface or subsurface strata, ambtent air or any 
other env,rorvnental medium In, on, or under, the leaS-Od premises, by any waste, polutant, or contaminant Lessee sholl not bnng or permit lD remain on 
the leased prem1Ses any ast>Mtos containing maton ls, explosrves, toxlc matenols, or substances regulated as hazardous wastes. hazardous matenols 
hazardous substances (as tho tom, "Hazardous Substance' Is denned In the Comprehenalvo Environmontal Response, Compensation and Liability Act 
(CERCLA), 42 USC Sections 9601, et seq). or toxic subel8ncos under any federal, state , or local law or regulouon iHazardous Matonals'), except 
ordinary products commonly used In connection with oil and gas exploralion and development operations and stored In the usual mamer nd quanuuos 
LESSEE'S VIOlATION Of THE FOREGOING PROHIBmON SHALL CONSTIT\JTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS A ND DEFEND THE STATE OF TEXAS AND THE OWNER OF mE SOIL FROM AND AGAINST 
ANY CLAJMS, DAMAGES, JUDGMENTS, PENALTIES, UABIUTIES, AND COSTS ONCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY 00 A.RISING OlJT Of (1) A VIOlATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, REl.EASE, 00 
DISPOSAL OF ANY HAZARDOUS MATBllALS ON, UNDER, 00 ABOIJT THE LEASED PREMISES DURJNG LESSEE'S OCCUPANCY 00 
CONTROL Of me LEASED PREMISES. LESSEE SHAU. CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL 00 GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE 00 RELEASE Of ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
me LEASED PREMISES DURJNG LESSEE'S OCCUPANCY Of THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEM NIFICATION AND ASSUMPTION SHALL APPLY, BlfT IS NOT LlMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND mE OWNER Of me SOI.L WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH Of TI-IIS 
PARAGRAPH, UPON LEARNING OF me PRESENCE Of ANY HAZARDOUS MATER!ALS, 00 UPON RECEMNG A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PffiTAINING TO HAZARDOUS MATERIA1..S WHICH MAY AFFECT niE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE me EXPIRATION 00 EARLIER TERMINATION, FOR ANY REASON, Of THIS AGREEMENT. 

37. APPLICABLE U..W. This lease Is Issued under the provisions of Tex.as Natural Re90l.W'CeS Code 52 171 through 52 1 . commonly J 
known as the Relinquishment Aa., and other applk:able statutes end amendments thereto, and If any provision In this lease does not conform to these 
statutes, the statutes wUI prevail over any nonconforming loase provisions d3 

A~~~ I ~-~ 
Ol'T)il • ~ 

/-1 I ~ . . .. . . . . . . . • . . . •• • .. . . • . . • . ••• . • • . 



38 EXECUTION. This oi and gas lease must be Signed and ocknowlodgod by tho Leuee before It ts lilod of record In the 00\Xlty ro<X>rds and 
1n lhe General Land Office of the State of T exss Once the flhng requirements found 1n Paragraph 39 of ttvs lease have been sausfied tho offedlve date 
of this lease shoJI be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of tho Texas Business and Commerce Code, this lease must be filod of record 1n the office o f the 
County Cieri< In any county In which ell or any part of the leased premises Is locat&d, ond certified oopl thereof must be f~od in the Goooral land 
Office This lease ls not effocdve unUI a certlflod oopy of this lease (which Is mode and certified by tho County Clorl< lrom his rocords) is filed in tho cf 
General Land Office In accordance with Texss Natural Resources Code 52 .183 AddlUonally, this lease shall not be binding upon the State unless II 
recites the octual and truo consldorauon paid or promised for execution of this loose The bonus due the State and the proSC11bod filing loo shall 

ecxompany such certJfled oopy to the General Land Office - r !") h,,, 
and sent to the owner of the soil. ~ v-; 

40 . CESSATION OF OPERATIONS . Within one (1) year from the cessation of 
operations on the lease premises , Lessee, his successors and assigns, shall rerrove 
all surface equipnent, level all pits , rerrove all mud and chemicals used in i ts 
operations thereon and shall thereafter restore the surface of the land to as near 
its original condition as is possible . 

Tltle ~-------------~ 

Date· '6-?- 03 

STA¥ F 

BY (' ' 
lndMdualy / ' agent for the State of Texas 

Date 7 J..J.. / J") 

• • . . 
• ... 

• • . . . 
• • . . . . 

STATE OF TEXAS 

BY-----------------
lndlVlwaly and as agent for tho State of Texas 

Dato · - -------- -

) 

•• ... . • • • .. • . • • • •• • 
. 

• • 



STATE OF ---------
(CORPORATION ACKNOWLEDGMENn 

COUNTY OF------- -

BEFORE ME, the undersigned 1uthonty, on thi1 d1y peraonaly appeared ___ _____ ______ ______ _ 

known lo me to be the peraon whoM name 11 aubacribed to the foregolnQ lnatn.menta u ______ _____________ _ 

of and acknowledged to rre thal he 

executed the same for the purposes and consideration therein expreued, In the capacity stated, and II the act ind deed of sa id corporation 

Grven under my hand and aea l o f office this the ___ d1y or _________ , 20 __ 

Notuy Public In and for-------------

STATE OF -------- -
(CORPORATION ACKNOWLEDGMENn 

COUNTY OF ------- -

BEFORE ME. the undersigned 1uthonty, on thia day p81"10naly appeared ____ _ _______________ _ 

known to me to be the peraon whose nune 11 aubacribed to the roregolnQ Instruments u ______ _____________ _ 
or _______ ______ _________ ______________ _ and acknowtodged to me lhal he 

executed the aame for the purpoees and consideration therein expreped, In the capacity stated, and u the act and deed of sa id corporabon 

Grven under my hand and seal of office this the ___ day of _________ • 20 __ . 

Notary Public In i nd for-------------

STATE OF Texas (INDIVIDUAL ACKNOWLEOGMENn 

COUNTYOF M~""'°'~'1 
BEFOR E ME , the under.lgned 1uthonty, on this day peraonally appeared Robert G. El 1 io t t 

known to me to be the persons whose name, are subscribed to the loregolng Instrument, and acknowledged to me that they executed the same for the 

purpose, and consideration therein expre..ed 

thl• the ~ P,, day or AL.\ j i.c..i+ . 201Jl 

~ ~~ 
Nota ry Public In and lor -------------

STATE OF Te xa s (INOIVIDUALACKNO'M..EOGMENT) 

COUNTY OF _ H_a_r _r_i_s ___ _ 

BEFORE ME. tho under.lgned authonty, on this day personally appeared Cynth i a Stra tton O 'Ma 11 ey 

known to me to be the peraon, whose name, i re aubscrlbed to the loregolng lnttrument, and acknowledged to me that they executed the same for the 

purpose, and consideration therein exprenod 

Given under my hand and seal of offlee thl1 the !.1_ day of 

MIKE EZER 
Notary Pub! c, Stete of TeX.!ls 

My Commisst0n Expires 
JUNE 2005 

. 
• • • . . • • • . 
••• 

• 

• 

•• • ••• 
• • . • • • . . •• • • • • • •• • 

IF IT BEARS THE 

ATTEST: 

• • @ . . . 
• . . BY 

• 



STATE OF --------­

COUNTY OF--------

(CORPORATION ACKNO'NI.EOOMENn 

BEFORE ME, the undersigned 11.Ahonty, on thla day personaUy appeared _____________________ _ 

known to me to be the person whose name la aubacrlbed lo the foregoing lnatn.ment, .. ____________________ _ 
or _____________________________________ _ and acknowledged to rre that he 

execUled the ume for the purpoaea 1nd oonakleratlon therein expreued , In the capacity atated, 1nd as lhe ,ct 1nd deed of said corporabon 

Given under my harld and Miii of ofl\ce thla the ___ d1y of ________ _ 20 __ 

Notary Public In and for--------------

STATE OF ---------
(CORPORATION ACKNO'NI.EOOMENn 

COUNTY OF --------

BEFORE ME, the underalgnod 1uthonty, on lhla day poraonally appeared _____________________ _ 

known to me to be tho person whoae name la aubacrlbed to the roregolng lnaln.menta u ____________________ _ 
or _____________________________________ _ and ackn<>Wledged to me that he 

executed the same for the purpoeea and oonaklerallon therein expreued, In the C8p1city ,tated, ind II the act ind deed of said corporation 

Given under my hand and 1eal of office this the ___ day of ________ _ 20 __ 

Notary Public In arid for--------------

STATEOF Washington (INDIVIDUAL ACKNO'NI.EOOMENn 

COUNTYOF_.;K~i~n~g'-----

BEFORE ME, the undersigned ai.Ahonty, on thl1 day personaly appeared __ C_. _ J_a_i_r_u_s __ S_t_r_a_t_t_o_n __ I_I_I _____ _ 

known 10 me to be the persons who1e name, are aubacrlbed to the loregolng Instrument, ind acknowledged to me that they executed the same for the 

sTA TE oF _wu.wa .... su.b ...... i ...... n..:::,gw.t ... o...,n....__ 
COUNTYOF_K_;_;;;.i_n~g'-----

{INOIVIDUALACKNOW...EOOMENn 

BEFORE ME, tho undersigned authonty, on thla day persorwly appeared Joanna Stratton Roze 

known to me to be the persona whoae name, are aubscrlbed to the loregolng Instrument, and 1cknowledged to me that they executed the same for the 

purposes and consideration therein expreued 

Gtven under my hand and ,e11 of otllce this the -,L:b_ day of 

o"J .. ·,. .. ~ ... ... 
... , ;_ 

..... 
~b~ 

-·­l)URLI 
.- . 
~tJ".> •• ft 

.-:.,. .""'> • 
• • • • . . . ~ .· : : . ... . 

• • • • • . ... 

.,. 

.... " .... 

• • • • • • • . • . 

Notary Public In ind lor ,,{:l'I £u)L 

• • • . . 
• . • • 



ATTACHED TO AND MADE A PART OF OIL AND GA LEA E 
DATED JULY 14, 2003 

FR M TAT OF TEXA , A TING BY AND TIIROUGII IT AGENT, 
CYNTHJA DAY TRATTON O'MALLEY, ET AL, 

TO ROB '"'RT G ELLIOTT 

A tract of land out of ection 18, Block 45, Public chool Lands, Culberson County, Texas, 
containing 480 acres, more or less, described as follows 

BEGINNING at the ortheast comer of urvey 18, Block 45, Public chool Lands for the 
Northeast comer of this survey, 
THENCE West 1900 8 varas with the North line of said urvey 18 to the Northwest comer 
of same, for the Northwest comer of this survey; 
Tl IENC outh 21.6 varas with the West line of said urvey 18, to a point in same, 
TI-IEN '"' East at 51 5 varas the Northwest comer of Kyle Mineral Patent, at I 001 9 varas 
the Northeast comer of said Kyle Patent, for a comer of this survey, 
THENCE outh 950 4 varas with the East line of said Kyle Patent, to the outheast comer 
of same, for a comer of this survey, 
TI [EN E West 950 4 varas with the outh line of said Kyle Patent, to the outhwest comer 
of same, for a comer of this survey, 
Tl IBNCE North 950 4 varas with the West line of said Kyle Patent, to the Northwest comer 
of same, for a comer of this survey, 
THENCE West 51.5 varas to a point in the West line of said urvey 18, 
T}{ENCE outh 1879.2 varas with the West line of said Survey 18, to the outhwesl comer 
of same, for the outhwe t comer of this survey; 
THENCE East 1900 8 varas with the outh line of said urvey 18, to the outheast comer 
of same for the outheast comer of this survey, 
TIIBNCE orth 1900 8 varas with the East line of said urvey 18, to the place of beginning 

.· .. ·. . .... . . . : .. .. . ~ : . . . . ... . ..; ·.· 
•• • •• • . . 
• 
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CERTIFIED IBUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and foregoing is a lull, true and correct photographic copy of the 
original record now in rrw,,r~ul (;L!Stodv and possession, as the same is 
filed/recorded in the U 1 - hr'~ Records of my office, founcl 
;nVOL~PAGE 9scr..- ~6.6 

~- 9"'' 

Q w 
I hereby certified on_.:: :i~pi · 2CO J 

UN~, COUNTY & DISTRICT CLERK 
CULB NTY, TEXAS 

BY DEPLJTY 

"-= 

•• • •• • • • • • 
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Get>enil und Office 
Rellnqulahment Act Le1 e Fonn 
Revlaed, September 1997 

~ usti11, 'atexas 

OIL AND GAS LEASE 

THIS AGREEMENT ls made and entered Into this ..Ll4calu.b __ day of.,.Ju,..!y.._ _ _____ ..,,2~ . between the State or Texas, acting 

by and through its agent, Monroe Properties, Inc, and Ibo Leo Stratton Uvmg Trust 

or Monroe Prooert1es Inc. 306 West wan StreeL su,te 435 Midland TX 19101 

(Give Pemianent Addrea) 

satd agent herein referred to as the owner or the sotl (whether one or more), and Robert G, Elliott 

or P.O. Box 5 Midland. TX. 79702-0005 
(Glvo Permanent Addro11) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and m consideration or the amounts stated below and or the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State or Texas acting by and through the owner or the soil, hereby grants. leases and lets unto Lessee, ror 
the sole and only purpose of prospecting and drilling ror and producing oil and gas, laying pipe Imes, building tanks, storing oil and building power 
stations, telephone Imes and other structures thereon, to produce, save, take care or, treat and transport said products or the lease, the following lands 
situated ,n Culberson County, State of Texas. to-w,t 

480 aces In Section 18, Blad< 45, Public School Lands, being all or the section except the Kyle Mining Claim, as mo~ partteularly described In Exhlbit 
"A" attached to and comns,ng a part or this 011 and Gas Lease, 

containing _..480......_ ______ acres, more or less The bonus consideration paid ror this lease Is as follows: 

To the State orTexas Spc Thousand Seven Hundred and no1100 

Dollars (S6_~7oo~oo~-------

To the owner or the 1011 Spc Thousand Seven Hundred and no/100 

Dollars ($6.700,00 _J 

Total bonus consideration Thirteen Thousand four hundred and no/100 

Dollars ($13.400.00 

The total bonus consideration paid represents a bonus or ~E-rttv...._a ... nd.._..no/__,1..,.00..._ _________________________ _ 

----------------- Dollars (S ... 50,.. • ..._00..._ ____ _,) per acre, on ... 134....._ ____ _ net acres 

2. TERM. Subject to the other provisions ,n this lease, this lease shall be r0< 11 term orThree 13) years rrom 
this date (herein called "pnmary term; and as long thereafter as otl and gas, or erther or them, ,s produced in paying quantrhes rrom said land As used 
In this lease, the term "produced In paying quantities· means that the receipts from the sale or other authonzed commercial use or the substance(s) 
covered exceed out or pocket operational expenses ror the six months last past 

• . •• ••• • • • . • . . . . . . • • . . . • • . • •• • . • . . . . . • . ... • ... . • 



3. DELAY RENTA LS. If no well is commenced on the leased premises on or before one (1) year from this date, th11 lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the at the address shown above or to 

such other address as may be furnished in wntma to Lessee, 

, BeRk, e~ 
or ,ts successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount specified below; In add1t1on, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN. TEXAS. a like sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the pnv1lege of defemng the commencement of a well for 
on.e (1) year from said date Payments under this paragraph shall be in the following amounts 

To the owner of the soil One Hundred Thirty-Four and no/100 

Dollars (S.i;134.._..,""oo......_ _______ _, 

To the State or Texas One Hundred Thirty-Four and no/100 

Dollars ($134 00 ) 

Total Delay Rental Three Hundred SIX)V-Eklht and no/100 

Dollars ($.i26,H,8w,OO°'---------' 

In a like manner and upon like payments or tenders nnually, ths commencement ol a weU may be further deferred for successive periods of one (1) 
year each dunng the primary term All payments or tenders of rental to the owner of the soll may be made by check or sight draft of Lessee or any 
ass>gnee of th,s lease, and may be delivered on or before the rental paying date If the bank designated ,n this paragraph (or rts successor bank) should 
cease to exist suspend business, liquidate. fall or be succeeded by another bank, or for any reason fall or refuse to accept rental Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) or the royalty 
provided for in lh1s lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, end one-half (112) of such royalty to the 

owner of the soil 
(A) OIL. Royally payable on orl, which ,s defined as Including all hydrocarbons produced in a liquid form al the mouth or the well and also as 

all condensate. d1st1llate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/5 part of the gross production or the mar1<et value thereof, at the option of the owner or the soll or the Commissioner or the General 
Land Office such value to be determined by 1) the highest posted price, plus premium, 1f any, offered or paid for oil, condensate. d1st1llale, or other llquld 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the highest mar1<el pnce thereof offered or 
paid ,n the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever 1s the greater Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed In a plant, it will be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
w,11 be recovered The requirement that such gas be run through a separator or other equipment may be waived. in wntmg. by the royalty owners upon 

such terms and cond11ions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as 011 1n subparagraph (A) above, produced from any well on said land (except as provided herein with respect lo gas processed in a plant for 
the extraction or gasoline, liquid hydrocarbons or other products) shall be ]15 part or the gross production or the market value thereof, at the 
oplion or the owner or the soil or the Comm1ss1oner of the General Land Office, such value lo be based on the highest market prrce paid or offered for 
gas of comparable qualrty In the general area where produced and when run, or the gross pnce paid or offered to the producer, whichever 1s the greater; 
provided that the maximum pressure base In measuring the gas under this lease shall not at any time exceed 14 .65 pounds per squ8fe 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 tests made by the Balance Method or by the most approved method of testing being used by the Industry at the time of testing 

(C) PROCESS ED GAS. Royalty on any gos processed In a gasoline plant or other plant for the recovery of gasoline or other l1quld 
hydrocarbons shall be ]15 part or the residue gas and the liquid hydrocarbons extracted or the mar1<et value thereof, at the ophon of the owner 
of the soil or the Commissioner of the General Land Office All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attnbutable to gas produced from this lease, and on fifty percent (50%), or that percent accruing lo Lessee, whichever IS the 
greater of the total plant production of liquid hydrocarbons attnbulable to the gas produced from this lease, provided that If liquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50") or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being spec1fled In processing agreements or contracts rn 
the industry), whichever IS the greater The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) or comparable quality In the general area, or 2) the gross price paid or offered for such residue 
gas (or lhe weighted average gross selling pnce for the respective grades of liquid hydrocarbons), whichever is the greater In no event. however, shall 
the royallles payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead." •dry." or any other gas, by fract,onallng, burning or any other processing shall be 1/5 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Comm1ss1oner or the General Land Office. 
such market value to be determined as follows 1) on the basis of the highest market pnce of each product for the same month 1n which such product IS 

produced or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced whichever 1s the 

greater 

5 MINIMUM ROYA!. TY. Dunng ~ year after the expiration of the pnmary term of this lease, ,r this lease 1s ma1nta1ned by production, the 
royalties paid under this lease In no evont ~all be less than an amount equal to the total annual delay rental herein provided, otherwise, there shall be 
due and payable on or before t~ll IIU,I o ttie month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid dunng the preceding year If Paragraph 3 of this lease does not specify a delay rental amount. then tor the purposes 01 in,s 

paragraph, the delay rental amount shall be one dollar ($1 00) per acre • • • • • • . . . . . . . . . . . . .. . . ... . . . . ... . . • 
. . . . . . . 
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. 6. ROYA L TY IN K IND. Notwithstanding any other provision In this lease, at any lime or from time to time. the owner of the soil or the 
Commissioner of the General Land Office may, al the option of ehher, upon not less than sixty (60) days notice to the holder of the lease. require that the 
p.1:1yment of any royalties accruing to such royalty owner under this lease be made 1n kind The owner of the soil's or the Comm1ss1oner of the General 
Land Offices nght to take Its royalty tn kind shall not diminish or negate the owner of the so11·s or the Comm1ss1oner of the General Land Office's rights 
or Lessees obligatt0ns whether express or implied under this lease 

7 NO DEDUCTIONS Lessee agrees that all royalties accruing under this lease (including those paid 1n kind) shall be without deduction for 
the cost of producing, gathenng, storing, separating, treating, dehydrating, compressing processing transporting and otherw1Se making the 011 gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
tor severance taxes and production related costs 

: 8 PLANT FUEL AND RECYCLED GAS No royalty ahall be payable on any gas as may represent this lease's proportionate share of any fuel 
used 10 process gas produced hereunder 1n any processing plant Notw1thstand1ng any other prov1S10n of th1S lease, and subject to the written consent of 

, the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or tor 
iniect1on into any 011 or gas producmg formation underlying the leased premises after the hquld hydrocarbons contained in the gas have been removed, 
no toyatt1es shall be payable on the recycled gas until 11 ts produced and sold or used by Lessee 1n a manner which entitles the royal1Y owners to a 
royalty under thlS lease 

9 ROYALTY PAYMENTS AND REPORTS. All royalties not taken 1n kind shall be paid to the Commissioner of the General Land Office at 
Austin, Texas. in the following manner 

Payment of royalty on productt0n of 011 and gas shall be as provided In the rules set forth 1n the Texas Register Rules currently provide that royalty on od 
1s due and must be reoe1ved 1n the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received 1n the General Land Office on or before the 15th day of the second month succeeding the month of production, 
eccompamed by the affidavit of the owner, manager or other authonzed agent, completed 1n the form and manner prescribed by the General Land Office 
and shOWJng the gross amount and disposition of all oil and gas produced and the market value of the oll and gas, together with a copy of all documents 
records or reports confirming the gross production, d1spos11ton and market value including gas meter readings, p1pehne receipts gas kne receipts and 
other checi<s or memoranda of amount produced and put Into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to venfy the gross production d1sposrt1on and market value In all cases the authonty of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office Each royalty payment shall be accompanted by a check stub, schedule, summary 
or other remittance advlOII showing by the assigned General Land OfflOII lease number the amount of royalty being paid on each lease If Lessee pays 
hlS royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royal1Y or S25 00, whichever is 

greater A royalty payment which 1s over thirty (30) days late shall accrue a penalty of 10% of the royalty due or S25 00 whichever 1s greater In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year, such Interest will begin to accrue when the royalty 1s suety (60) days overdue 
Affidavits and supporting documents which are not filed when due shall Incur a penalty 1n an amount set by the General Land Office adm1mstra11ve rule 
which 1s effectrve on Iha date when the affidavits or supporting documents were due The Lessee shall bear all respons1b11ity for paying or c:au11ng 
royall,es to be paid as prescribed by the due date provided herein Payment or the delinquency penalty shall 1n no way operate to proh1b1t the State's 
nght of forfeiture as provided by law nor act to postpone the date on which royallles were ong1nally due The above penalty prov1s1ons shall not apply 1n 
cases of lltle dispute as to the States port10n or the royalty or to that portion or the royalty in dtspute as to ratr market value-' •• cc Below . 

10 (A) RESERVES, CONTRACTS AND OTHER RECORDS Lessee shall annually furnish the Comm11s1oner of the General Land Office 
with its best possible estimate of 011 and gas reserves underlying this lease or allocable to this lease and shall furnish said Comm1ss1oner with copies of 
all contracts under which gas 1s sold or processed and all subsequent agreements and amendments to such contracts w1th1n thirty (30) days after 
entenng into or making such contracts, ogreements or amendments Such contracts and agreements when rec:erved by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authortzed by Lessee All other contracts and records pertaining to the production, 
tronsporta11on sale and mar1<ettng or the 011 and gas produced on said premises, 1nclud1ng the books and accounts receipts and discharges of all wells, 
tanks, pools , meters. and pipellnes shall at all times be sub1ect to Inspection and exam1nat1on by the Comm1ss1oner of the General Land Office, the 
Attorney General. the Governor or the representatrve of any or them and by lhc owner of Lhc soi I 

(B) PERMITS, DRILLING RECORDS. Written notice or all operations on th11 lease shall be submitted to the Commissioner or the General 
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 Comm1ss1on forms for apphc:ahon to dnll Copies of well tests . 
complehon reports and plugging reports shall be supplied to the General Land Offtee at the time they are filed with the Texas Railroad Comm1ss1on All 
apphcattons, permits reports or other filings that reference this lease or any specific well on the leased premises and that are submitted lo the Texas 
Railroad Comm1ss1on or any other governmental agency shall include the word "Stale" 1n the l1tle Add1t1onally in accordance with Railroad Commission 
rules any signage on the leased premises for the purpose of Identifying wells, tank batteries or other associated improvements to the land must also 
Include the word "Slate • Lessee shell supply the Generol Land Office with any records, memoranda, accounts. reports, cuttings and cores, or other 
1nformat1on relallve to the operation of the above-<Jescribed premises, which may be requested by the General Land Office. 1n addition to those herein 
expressly provided for Lessee shall have an electrical and/or rad1oact1v1ty 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 lran1m1t a true copy of the log of each survey on each well to tho 
General Land Office r 1th1n fifteen (15) days after the maktng of said survey 

and to the owner o f the soi l 
(C) PENAL TIES Lessee shall incur a penalty whenever reports documents or other materials are not filed in the General Land Office when 

due The penalty for lale ming shall be set by the General Land Office adm1nistrat1ve rule which 1s effective on the date when the matena ls were due 1n 
the General Land Office 

11 DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the pnmary term hereof and prior to discovery and 
production of 011 or gas on said land, Lessee should dnll a dry hole or holes thereon, or 1f dunng the pnmary term hereof and after the discovery and 
actual production of 011 or gas from the leased premises such production thereof should ceose from any cause, this lease shall not terminate 1f on or 
before the expiration of st>rty (60) days from date of completlon of said dry hole or cessation of production Lessee commences add1t1onal drilling or 
reworking operations thereon. or pays or lenders 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 pnor thereto. a dry hole be completed and abandoned or the production of otl or gas should cease for any cause, 
Lessees nghts shall rematn 1n full force and effect without further operations unlll the expiration or the pnmary term, and 1f Lessee has not resumed 
production in paying quantities at the exptrallon or the primary term. Lessee may maintain this lease by conducting add1t1onal dnlhng or reworking 

• • 9. (Conunued) All requirements, rights and pcnalues w11h respect to the payment of royal lies by, or as 

could be requested b), the General Land Office 10 verify gross producuon, dtspos1111on ._ d mar~ t .,, e, •• 
ure also required b) and applicable to the owner of the soil. : • : : • • . : : . ·:: . ... . . ... 
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operai10ns pursuant to Paragraph 13, using the expiration of the pnmary term as the dale of cessation of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shut In oil or gas well w1th1n the pnmary term hereof, Lessee may 
resume payment of the annual rental 1n the same manner as provided herein on or before the rental paying dale following the exp1ra1ton of sixty (60) 
days from the dale of complehon or such shut in 011 or gas well and upon the failure to ma e such payment, this lease shall ipso facto terminate If at the 
expiration of the pnmary term or any time thereafter a shut 1n 011 or gas well ,s located on the leased premises, payments may be made in accordance 
with the shut-In prov1s1ons hereof 

12 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM If al the expiration of the pnmary term neither 011 nor gas 1s being 
produced on said land but Lessee 1s then engaged in drilling or reworlung operations ther on this lease shall remain 1n force so long as operations on 
s11e1 wel1 or for drilling or rewor mg of any add1uonal wells are prosecuted 1n good faith and 1n worlcmanh e manner w ithout Interruptions 101allng more 
than sixty (60) days during any one such opera tion and If they result in lhe production of oll and/or gas so long thereafter II oft and/or gas II produced 
,n paying quantrhes from said land or payment of shut-In 011 or gas well royalties or compensatory royalties 1s made as provided 1n this leaae 

13 CESSATION, DRILLING, AND REWORKING If after the expiration or the pnmary term , production of 011 or gas from the leased 
premises after once obtained should cease from any cause this lease shall not terminate If Lessee commences add11ional dnlling or reworking 
operations wrth1n sixty (60) days otter such cossat1on. and this lease shall remain 1n full force and effect for so long as such operations continue ,n good 
faith and n workmanl1 e manner without interruptions totaling more than sixty (60) days If such dnlling or reworl<1ng operat10ns result in the production 
of 011 or gas the lease shall remain 1n full force and effect for so long as 011 or gas 1s produced from the leased premises 1n paying quantities or payment 
of shut -,n 011 or gas well royalt1e, or payment of compensatory royalties 1s made as provided herein or as provided by law If the dnlling or reworking 
operations result in the completlon of a well as a dry hole. the lease will not terminate rf the Lessee commences add1honal drilling or rewonung 
operations w 1th1n sixty (60) days after the completion of the well as a dry hole, arid thts lease shall remmn in effect so long as Lessee continues dnlltng or 
reworking operations in good faith and ,n a workmanlike manner without 1nterrupllons totaling more than sixty (60) days Lessee shall give written notice 
10 the General Land Office1w1th1n thirty (30) days of any cessation of production 

and to the owner of the soil 
14 SHUT-IN ROYA L TIES. For purposes of this paragraph "well" means any well that has been assigned a well number by the state agency 

having 1unsd1c11on over the production of 011 and gas If at any time after the expiration of the primary term of a lease that, unlit being shut in, was being 
ma1nta1ned 1n force and effect a well capable of producing 011 or gas 1n paying quantities 11 located on the leased premises but 011 or gas IS not being 
produced for lack of suitable production facih!les or lack of a suitable marl<el, 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 leu than $1 200 a year for each well capable or producing 011 or gas in paying quantities If 
Paragraph 3 of this lease does not specify a delay rental amount, then for tho purposes of this paragraph the delay rental amount shall be one dollar 
1$1 00) per acre To be effective each lntt,al shul In 011 or gas royalty must be paid on or before (1) the expiration o f the pnmary term, (2) 60 days after 
the Lessee ceases to produce 011 or gas from the leased premtsea, or (3) 60 days after Lessee completes a drilling or rewor1<1ng operation 1n accordance 
with the lease prov1s1ons, whichever date 1s latest Such payment shall be made one·half (112) to the Comm1ss1oner of the General Land Office and on&­
half 1 '2) 10 the owner of the soil If the shut tn 011 or gas royalty 1s paid the lease shall be conslderod 10 be a producing lease and the payment shall 
extend the tenn 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 
producuon ceased and after that, 1f no suitable production fac1ht1es or suitable marl<et for the 011 or gas exists Lessee may extend the lease for four 
more successive penods of one (1) year by paying the same amount each year on or before the exp1rallon of each shut-tn year 

15 COMPENSATORY ROYAL TIES. If dunng the period the lease 1s kept rn effect by payment of the shul·in oil or gas royalty, 011 or gas ,s 
sold and delivered 1n paying quantities from a well located within one thousand (1,000) feet of the leased premises ond completed 1n the same producing 
reservoir, or 1n any case in which drainage 1s occumng the right to conllnue to maintain the lease by paying the 1hu1-1n otl or gas royalty shall cease but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may ma1nta1n the lease for four more 
successive years by Lessee paying compensatory royalty al the royalty rate provided In the lease of the market value or productton from the well causing 
the drainage or which 1s completed 1n the same producing reservoir and Within one thousarld (1 000) feet of the leased premlSes The compensatory 
royalty 1s to be paid monthly, one-half (112) lo the Comm1ss1oner or the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day or the month followtng the month 1n which the 011 or gas 1s produced from the well causing the drainage or that 1s completed 1n the 
same producing reservoir and located w1th1n one thousand (1,000) feet of the leased premises If lhe compensatory royalty paid ,n any 12-month period 
s an amount less than the annual shut-rn 011 or gas royalty Lessee shall pay an amount equal lo the difference w1lh1n thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will accrue penalty and interest 1n occordance with Paragraph 9 of this 
lease None or these prov1s1ons will relieve Lessee of the obllgat1on of reasonable development nor the obligation to drill offset wells as provided 1n 
Texas Natural Resources Code 52 173 however at the determ1nat1on of the Commissioner and with the Comm1SS1oners written approva l, the payment 
of compensatory royalties can satisfy the obhgal1on to drill offset wells 

16 RETAINED ACREAGE Notwithstanding any prov1s1on of this lease to the contrary, after a well producing or capable of producing 011 or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator rn drilling such add1t1onal well or 
wells os may be reasonably necessary for the proper development of the leased premises and rn 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 II shall then 
terminate as to all of the leased premises EXCEPT (1) 40 acres surrounding each 011 well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quanl1t1es (including a shut-In 011 or gas well as provided 1n Paragraph 14 hereof). or a well 
upon which Lessee 1s then engaged rn conunuous drilling or rewor1<1ng operations, or (2) the number of acres tnciuded 1n a producing pooled unit 
pursuant 10 Texas Natural Resources Code 52 151 52 154, or (3) such greater or lesser number of acres as may then be allocated for pr0duct10n 
purposes 10 a proration unit for each such producing well under the rules and regulations of the Railroad Comm1ss1on of Texas or any successor 
agency or other governmental authority having 1unsd1ct1on If al any lime after the effective date of the partial term1na11on prov1s1ons hereof, the 
apphcab1e field rules are changed or the well or wells located thereon are reclassified so that less acreage 1s thereafter allocated to said well or wells for 
prOduclion purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notw1thstarld1ng the termlnat10n or this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the nght of ingress 
t and egress from the larlds still subJect lo lh1s lea~ for all purposes descnbed in Paragraph 1 hereof together w ith easements arid rights-of.way for 
ex1s11ng roads ex1st1ng pipelines and other ex1st1ng facilities on over and across all the lands descnbed 1n Paragraph 1 hereof ("the retained lands"), for 
access to arid from the retained lands and for the galhenng or transportation of 011 gas arid other minerals produced from the retained lands 
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(B) HORIZONTAL. In the event this lease 1s in force end effed two (2) years after the expiration date of the pnmary or ex1ended term 1t shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter 'deeper depths') in each well located on acreage retained in 
Paragraph 16 (Al above unless on or before two (2) years after the primary or ex1ended term Lessee pays an amount equal to one-half (112) of the 
bonus ong1nally paid as consideration for this lease (as specrfled on page 1 hereof) If such amount 1s paid, thlS lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an addrllonal period of two (2) years and so long thereafter as 011 or gas is produced 1n 
paying quantrlles from such deeper depths covered by thrs lease 

(C) IDENTIFICATION AN D FILING. The surface acreage retained hereunder as to each well shall as nearty as practical , be 1n the form of a 
square wrth the well located rn the center thereof, or such other shape as may be approved by the Comm1ss1oner of the General Land Office Within 
thrny (30) days after panial termination of this lease as provided herein Lessee shall execute and record a roleaso or releases conta1n1ng 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 1n the General 
Land Office, accompanied by the fihng fee proscnbed by the General Land Office rules 1n effect on the dale the release Is fried If Lessee farls or refuses 
to execute and record such release or releases w1th1n ninety (90) days after being requested to do so by the General Land Office, then the 
Comm1ss1oner at h1s sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessees expense tn the county or counties where the lease 1s located and rn the official records of the General Land Office and such 
designation shall be b1nd1ng upon Lessee for all purposes A certified copy of such release or releases shall also be sem to the owner of lhc soil. 

17 OFFSET WELLS Neither the bonus. delay rentals nor royalhes paid or to be paid, under this lease shall relieve Lessee of his obhg1tt0n 
10 protect the 011 and gas under the above-described land from being drained Lessee. sublessee receiver or other agent 1n control of the leased 
premises shall dnll as many wells as the facts may Justify and shall use appropnate means and dnll to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises In add1t1on, rf 011 and/or gas should be produced rn commercial quant1t1es wrthrn 1,000 feet of the leased premises 
or rn any case where the leased premises rs berng drained by production of 011 or gas, the Lessee sublessee. receiver or other agent 1n control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises w1thrn 100 days after the dre1n1ng well or wells or the 
well or wells completed w1thrn 1,000 feet of the leased premises start producrng in commercial quant1t1es and shall prosecute such drtll1ng wrth drhgence 
Failure to satisfy the statutory offset obhgatlon moy subJect th,s loose and the owner of the soil's agency nghts to forf 1ture Only upon the determrnat1on 
of the Comm,ss,oner of the General Land Office and with his wntten approval may the payment of compensatory royalty under apphcable statutory 
parameters sattsty the obhgat10n to dnll an offset well or wells required under this paragraph 

18 FORCE MAJ EURE. If oner a good faith effort , Lessee 1s prevented from complying with any express or implied covenant or thlS lease, 
from conductrng dnlhng operations on the leased premises, or from producrng 011 or gas from the leased premises by reason of war, rebellion, nots, 
strikes, acts of God or any valld order rule or regulatfon of government authonty then whtle 10 prevented Lessee's obhgalron to comply wrth such 
covenant sha11 be suspended and Lessee shall not be hable for damages for failure to comply wrth such covenants. addrt1onally, this lease shall be 
ex1ended while Lessee Is prevented, by any such cause, from conductrng dnllrng and reworking operations or from producing 011 or gas from the leased 
premises However, nothing in thrs paragraph shall suspend the payment of delay rentals rn order to maintain lhis lease in effect dunng the pnmary term 
1n the absence of such dnllrng or reworking operations or production of 011 or gas 

19 WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises If the owner of the soil defaults 
rn payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil In the leased premises by paying any mortgage 
taxes or other hens on the leased premises If Lessee makes payments on behalf of the owner of the soil under thrs paragraph, Lessee may recover the 
cost of these payments from the rental end royalties due the owner of the soil 

20 (A) PROPORTIONATE REDUCTION CLAUSE If the owner of the soil owns less than the entire undivided surface estate in the above 
descnbed land whether or not Lessee's inter st Is speetfled herein then the royeltios and rental herern provided to be paid to the owner of the soil shall 
be paid to him 1n the proportion which his interest bears to the entire undrvided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced However, before Lessee adJusts the 
royalty or rental due to the Comm,ssroner of the General Land Office Lessee or his authorized representative must submit to the Commrssioner of the 
General Land Office a wntten statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the sotl The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease. less the proportionate development and production cost allocable to such undivided interest However ,n no event shall 
the Comm11s1oner of the General Land Office receive as a royalty on the gross production allocable to the und1v1ded rnterest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS If, dunng the pnmary term a portion of the land covered by this lease 1s included w1th1n the boundanes 
or a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52 151·52 154, or rf, et any time after the exp1ret1on of the pnmary term or the ex1ended term thrs lease covers a lesser number of acres than the total 
amount descnbed herern, payments that are made on a per acre basts hereunder shall be reduced according to the number of acres pooled released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease dunng the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unrt, or, 1f after the expiration of the primary term, the number of acres 
adually retained and covered by this lease 

21 USE OF WATER. Lessee shall have the nght to use water produced on said land necessary for operations under thlS lease except water 
from wells or tanks of the owner of the soil. provided, however, Lessee shall not use potable water or water suitable for hvestock or lrngallon purposes 
for walerflood operat10ns without the pnor consent of the owner or the soil 

22, AUTHORIZED DAMAGES Lessee shall pay the owner of the soil for damages caused by its operaltons lo all personal property, 
improvements hveslock and crops on said land 

23 PIPELINE DEPTH. \/Vhen requested by the owner of the soil, Lessee shall bury ,ts p1pehnes below plow depth 

24 WELL LOCATION LIMIT No well shall be dnlled nearer than two hundred (200) feet to any house or barn now on said premises w,thout 
the wrnten consent of the owner of the sorl 
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25 POLLUTION In developing this area Lessee shall use the highest degree of care and all proper safeguards to prevent pollution Without 
11m111ng the foregoing , pollution of coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
fac1ht1es 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 Lessee shall build and 
ma1nta1n fences around ,ts slush sump and drainage pits and tank batteries so as to protect livestock against loss. damage or 1n1ury 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 Lessee shall while conducting operations on the leased premises keep said premises free of all rubbish, cans, bottles, paper cups or garbage. 
and upon complehon of operations shall restore the surface of the land to as near its onginal COllOJIIOO and con1our1 11 is proctlcable Tan & and 
equipment will be kept painted and presentable 

i 

26 REMOVAL OF EQUIPMENT SubJect to hmitatlons an Ihle paragraph Len ee shall have tho r hi 10 remove machinery and fixtures placed 
by Lessee on the leased premises Including the right to draw and remove casing, within one hundred twenty (1 20) day• otter the expiration or the 
term1nat1on of this lease unless the owner of the soil grants Le see an extension of lhla 120-day period However, Lessee may not remove cosing from 
a·ny well capable of producing 011 and gas in paying quantities Add1t1onally Lessee may not draw and remove casing unhl after thirty (30) days wntten 
notice to the Comm1ss1oner of the General Land Office and to the owner of the soil The owner of the soil shall become the owner of any machinery 
fixtures or casing which are not timely removed by Lessee under the terms of this paragraph 

27 (A ) ASSIGNMENTS Under the cond1t1ons contained 1n this paragraph and Paragraph 29 of this klase, the rights and estates of erther 
party to this lease may be assigned, 1n whole or In part, and the prov1s1ons of this lease shall extend to and be binding upon their hears. dev1sees, legal 
representatives, successors 1nd assigns However a change or div1s1on 1n ownership of the land rentals or royalties will not enlarge the obligations of 
Lessee d1m1nish the nghts pnv1leges and estates of Lessee impair the effectiveness of any payment made by Lessee or 1mpa1r the effectiveness of any 
act performed by Lessee And no change or d1V1s1on 1n ownership of the land, rentals, or royalties shall band Lessee for any purpose unt1l th1rty (30) days 
after the owner of the soil (or his heirs, devlsees, legal representatives or assigns) furnishes lhe Lessee with satisfactory written evidence of the change 
an ownership including the ong1nal recorded muniments of title (or a certified copy of such original) when the ownership changed because or a 
conveyance A total or partial assignment or this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee or all subsequent 
obhgat1ons under this lease If this lease ,s assigned In tis entirety as to only part of the acreage the right and option to pay rentals shall be apportioned 
as between the severol owners ralably, according to tho area of each, and failure by one or more or them to pay his share of the rental shall not affect 
this lease on the part or tho land upon which pro rota rentals are timely paid or tendered, however, ,r the assignor or assignee does not file a certified 
copy of such assignment m the General Land Office before the next rental paying date, the entire lease shall tenntnate for !allure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all nghts and be subject to all obligat1on1, hab11tt1es. and penalties owed to the State by the 
original lessee or any pnor assignee of the lease, 1nclud1ng any hab11tties to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION Notwithstanding any prov1s1on 1n Paragraph 27(a), af the owner or the soil acquires this lease an whole or an 
pan by assignment wnhout the pnor wntten approval of the Comm1ss1oner of the General Land Office, this lease 1s void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner An assignment will be treated as 1f 1t were made to the owner of the soil 1f the 
assignee ,s 

( 1) a nomanee of the owner of the soil. 
(2) a corporation or subsidiary 1n which the owner of the soil is a principal stockholder or IS an employee of such a corporation or subsidiary, 
(3) a partnership in which the owner of the so1l 1s a partner or is an employee of such a partnership 
(4) a pnnc,pal stockholder or employee or the corporation which 1s the owner of the soil, 
(5) a partner or employee 1n a partnership which ts lhe owner of the soil, 
(6) a fiduciary for the owner of the soil, including but not 11m1ted to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the sotl or 
(7) a family member of the owner or the soil or related to the owner of the 1011 by mamage, blood or adoption 

28 RELEASES Under the conditions contained an this paragraph and Paragraph 29 Lessee may at any hme execute 1nd deliver to the 
owner of the sotl and place of record a release or releases covering any portion or portions of the leased premises and thereby surrender this lease as 
to such portion or portions . and be relieved of all subsequent obligations os to acreage surrendered If any part of this lease is property surrendered, tho 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by thtS lease 
1mmed,ately pnor to such surrender. however, such release wall not relieve Lessee or any hab1hhes which may have accrued under thtS lease prior to the 
surrender of such acreage 

29 FILING OF ASSIGNMENTS AND RELEASES. If all or any part of thlS lease IS assigned or released, such asstgnment or release must be 
recorded 1n the county where the land as situated, and the recorded Instrument, or a copy of the recorded instrument certified by the County Clerk or the 
county 1n which the instrument ,s recorded must be filed an the General Land Office w1th1n 90 days of the last execution date accompanied by the 
prescribed f1hng fee If 1ny such assignment is nol so filed the rights acquired under this le11e shall be sub1ect to forfeiture at the option of the 
Comm1ssl0/'ler of the General Land Office A certified copy of such assignment or relca,;c shall also be sent to the owner of the soil 

30 DISCLOSURE CLAUSE All provisions pertaining to the lease of the above-described l1nd have been included an this instrument, 
including the statement or lhe true consideration to be paid for the execution or this lease and the rights and dulies or the pan,es Any collateral 
agreements concerning the development of 011 and gas from the leased premises which are not contained 1n this lease render thlS lease invalid 

31 FIDUCIARY DUTY The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the States interest ,n 
the leased premises When the interests of the owner of the soil conflict with those or the State, the owner of the soil 1s obligated to put the State's 
interests before his personal interests 

32 FORFEITURE If Lessee shall fall or refuse to make the payment of any sum w1th1n thirty days after 11 becomes due, or 1f Lessee or an 
authonzed agent should knowingly make any false return or false report concerning production or drilling, or 1f Lessee shall fail or refuse to dnll any 
offset welt or wells m good farth as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports 1n the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board or the Rmlroad Commission or 1f Lessee should refuse the proper authonty access to the records perta1n1ng to operetions or 1f Lessee or 
an autl aed agent should now1ngly fail or refuse to gave correct information to the proper authority or knowingly fail or refuse to furnish the General 
Land Office a corred log or any well, or If Lessee shall knowingly violate any of the matenal prov1s1ons or this lease, or 1f this 1e11e IS assigned and the 
assignment 1s not filed In the General Land Office as required by law the nghts acq 1i11red .inder t I I e sha be subject to forfeiture by the 

: . : : . . . . .. : : . ·::. . : . . . . . . . . . 
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Cornmlsaloner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
sub,ect to lease under the terms of the Rehnqutshment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any spec11l hm1tation ansing hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the nghts of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of future comphance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a first hen upon all oll 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, 1n addition to the lien provided by Texas Natural Resources Code 52 136 and any other applicable statutory lien, an 
expr ss contractual lien on and security interest In all leased minerals 1n and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used In connection with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease whether express or 1mphed This hen and secunty interest may be foreclosed with or Without court proceedings m 
the manner provided In the nuo 1, Chap 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien Lessee hereby represents that there 
are no prior or superior hens anslng from and relatrng to Lessee's activities upon the above-descnbed property or from Lessee's acquisition of this lease 
Should the Commissioner at any lime determine that this representation Is not true, then the Commissioner may declare this lease forfeited as provided 
herein 

34. POOLING. Lessee Is hereby granted the right to pool or unittze the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploratron, development and production of 011 or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the CommlSSioner of the General Land Office for the poohng or untltz1ng of the interest of tho State under this lease 
pursuant to Texas Natural Resources Code 52.151-52 154 The owner of the sotl agrees that the inclusion of this provision In this lease satisfies the 
execu!Jon requirements stated in Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, Invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages is sought, Including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents anS1ng out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premiSes hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by ony other negllg nt or strictly liable act or omission of Lessee Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend end hold hormless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, habihttes, losses, damages, actions, personal inJury (lnducling death), costs and expenses, or other harm for which recovery of damages 
Is sought, under any theory including tort, contract, or strict liabthly, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with ony and all environmental laws; those arising 
from or in any way related to Lessee·s operations or any other of Lessee's act1v1ttes on the leased premises, those ans1ng from Lessee's use of the 
surfaoe of the leased premises, 1nd those that may anse out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their offlcers, employees, and agents in the same manner provided above In connection with 
the act111itlea of Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANOIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS ANO 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including sotl, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises, by any waste, pollutant, or contaminant Lessee shall not bnng or permit to remain on 
the leased premises any asbestos containing materia ls, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term "Hazardous Substance· IS defined In the Comprehensive Environmental Response, Compensation and Uab1hty Act 
(CERCLA), 42 U.S C Sections 9601 , et seq), or toxic substances under any federal, state. or local low or regulation ("Hazardous Materials"), except 
ordinary products commonly used In connection with otl and gas exploration and development operations and stored In the usual manner and quantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH A ND DEFAULT HEREUNDER ANO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS ANO DEFEND THE STATE OF TEXAS ANO THE OWNER OF THE SOIL FROM ANO AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, ANO COSTS (INCLUDING REASONABLE ATTORNEYS' FEES ANO COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CO NTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION ANO ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS ANO THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM A NY 
GOVERNMENTA L AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease ts issued under the provisions of Texas Natural Resources Code 52.171 through 52 190, commonly 
known as the Rehnqu1shment Act and other appllcable statutes and amerldments thereto. and if any provision in thts lease does not conform to these 
statutes, the statutes will prevail over any oonconforrmng tease provisions 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee berore it 1s filed or record 1n the county records and 
in the General Land Office or the State or Texas Once the filing requirements round In Paragraph 39 or this lease have been sallsried, the effective date 
of this lease shall be the date round on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 or the Texas Business and Commerce Code, this lease must be filed or record in the office of the 
County Cler'K In any county In which all or any part or the leased premises Is located, and certified copies thereof must be flied in the General Land 
Office This lease IS not effective until a certified copy of th is lease (which Is made and certified by the County Cler'K from his records) IS filed In the 
General Land Office 1n accordance with Texas Natural Resources Code 52 183 Additionally, this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised ror execution of this lease The bonus due the State and the prescribed filing fee shall 
acoompany such certrfied copy to the General Land Office and seat to the owner of the soil. 

40. CESSATION OF OP RATIONS. Within one (I) year from the cessation of operations on 

1he·1ease premises, Lessee, his su ccssors and assigns, shall remove all surface cquipm nt, level all pits, 
remove all mud and chemicals used in its operations thereon and shall thereafter restore the surface of the 

land to as near its original ondition as is possible. 

LESSEE 

Title ----------------

lndrvidually 

Date 

Date ------------

BY~'.'..\_~ \--S......~>J~L_~'.LJ~s;;a~:;_ 
e tate'ofTexas "'"'., +.: , o..; 

Dale Le.~ y')1 . 5 -fr-,c# 0,1 

l, j &J .' "'j l l"C,4.6+ 

STATE OF TEXAS 

BY-------------------
lndrvidually arid as agent for the State of Texas 

Date ------------

STATE OF TEXAS 

BY-----------------~ 
Individually and as agent for the State of Texas 

Date ------------

.. • • • • • • • . . . . . . ... . . ... 



STATE OF--------- (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _______ _ 

BEFORE ME, the undersigned authonty, on this day personally appeared _____________________ _ 

known to me to be the person whose name ,s subscnbed to the foregoing instruments as------------
of __, ________ _ 

I 
and acknowledged to me that he 

executed the same for the purposes and consideration therein expressed. in the capacity stated, and as the ad and deed of said corporatlOn 

Given under my hand and seal of office this the ___ day of _________ ~ 20 __ . 

Notary Public In and for ____________ _ 

STATE OF --------­

COUN1Y OF --------

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on this day personally appeared _____________________ _ 

known to me to be the person whose name Is subscnbod to the foregOlng Instruments as ____________________ _ 

of _____________________________________ end acknowledged to me that he 

executed the same for the purposes and consideration therein expressed, In the capacity stated, and as the ad end deed of said corporation 

Grven under my hand and seal of office this the ___ day of ________ _. 20 __ 

Notary Public in and for -------------

STATE OF l+C\ wa i, (INDIVIDUAL ACKNOWLEDGMENT) 

couNTY oF _ M__;,,,,ac_t _;.w _; ___ _ 

BEFORE ME, the undersigned authority, on this day personally eppeared __ c._\/-'--_L.(_.? __ M_ o_ ,_ r_u___;:C);.,.._ _________ _ 

.. ··· an, !~al of office this the 11 t-\1) day of _'_~_u_ll,n_l '{_,___Cl_ \, _ _., ~ wJ 
;2.,..,1 C, rcu,t Couv-t-

Notary Public In and for _ •_:;· ""-----------
&rct +c.. o ~ rtt4Wtl·,, SANDRA f·l ~/\"'"O 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty, on this day personally appeared tn IA ry ~ I 1 7 • b c-+ I( 5-1 r 11.. ++o 11 

~ i, s +r~ o-f + k c L .rc. }/Yl . .s'-4r..,.,+-lol\ '-~"'''\ ~ 1,...y,.s"i 
known to me to be the persons whose names are subscnbed 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 c:?3 J day of _ -.,jO..L.a:a.. LL_ ___ __ _., 20~ 
~ 

r 
.. 

G'VU'C"l 0. Eflrd 
O 1 \~ 1 UD.Lf C 

•· · I Koau .. .,. ""~· ~ ..... ,.. ~ - ' t #o (, .... .. ... - ~- Notary Pubhc in and for ::> +4 H:. o-f J(g. "'.s" 5 

• • . • • • . . . • • • • • . • ... . 
•• . . .. 
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ATTACIIEDTO ANDMADl:.A PART OFOILANO GA L E SE 
DAT D JULY 14, 2003 

FROM STAT OFThXA , ACTING BY AND THROUGH IT AGENT, 
MONROE PROP RTI INC. AND THE Lt RATION LIVING TR ST 

T O ROBERT G. tLLIOT 

A tract of land out of ection 18, Block 45, Public chool Lands, Culberson County, Texas, containing 480 
acres, more or less, de cribed as follows: 

BEGINNING at the Northeast comer of urvey 18, Block 45, Public chool Lands for the 
ortheast comer of this survey; 

T IIEN • West I .8 varas with the North line of said urvey 18 to the Northwest comer of the 
same, for the Northv est comer of this survey; 
T H NC outh 21 .6 varas with the West line of said Survey 18, to a point in same; 
T H ~NC East at 5 1.5 varas the Northwest comer of Kyle Mineral Patent, at I 001 .9 varas the 

orthcast comer of said Kyle Patent, for a comer of this survey; 
T l I EN E South 950.4 vams with the F..ast comer of said Kyle Patent, to the oulhcast comer of 
same, for a comer of this urvey; 
T H hNCF:. West 950.4 varas with the outh line of said Kyle Patent, to the outhwest corner of 
same, for a comer of this survey; 
T H ; N E North 950.4 varas with the We t line of said Kyle Patent, lO the Northwest corner of 
same, for a comer of this survey; 
TH NC West 5 1.5 vara to a point in the West line of said urvey 18; 
TII ~N E outh 1879.2 varas with the West line of said urvey 18, to the outhwest corner of 
same, for the outhwest comer of this survey; 
T H[· C F.ast 1900.8 varas with the outh line of said urvey 18, to the outheast comer of same 
for the oulhca t comer of this survey; 
Tli hN h North 1900.8 varas wilh the l::.ast line of said urvey 18, to the place of beginning. 
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:!f551f1f 
CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 

• 

The above and foregoing is a lull, true and correct photographic copy o1 the 
original record now in mblay;ful cy.stody and possession, as the same is 
filed/recorded in the , 1-Cc:>I? -' Records of my office, found 
inVOL.~PAGE q'{<,,-ys5 

~~ lherebycertifiedon...2__ S-"at-m:;•""t'~ (!~~ LINDA M~cDONALD COUNTY & DISTRICT CLERK 
·i~ CULBE , U , TEXAS 

~"" •··- - BY DEPUTY 

2M.3 



RAl REVIEW SHEB 

TrllWK:tm # 4088 R. Widmayer 

L8S8(J': O'Malley, Cynthia Stratton, C. Jarfus Stratton, Ill , and Joan Lease Date: 7/14/2003 ti: J 

l8ss8e: Robert G. Elliott 

LEASE IISCRFTION 

C1111ty 
CULBERSON 

TERMS OffERED 

Prinll'Y Tll'nt 

&ms/ Acre: 

Rentlt/Acro: 

Royalty: 

3 years 

1/5 

Base fie No Pll'l 
144537 ALL 

$50.00 

$1 .00 

Acres: 212 

Soo.. Diode TWll SUrvey 
18 45 00 PUBLIC SCHOOL LAND 

TERMS RECOMMENll:D 

Prinll'y T ll'fT1 

&ms/Acre $0.00 

Rentlt/Acre $0.00 

Royalty 

Abst# 
6330 

COMPARISONS 

Mf# Date Tll'm Bmus/Ac. Rootlt/Ac. Roy~ty llstn:e 
Last Lease 

C1111TB1ts: 

A~ved: _____ _ 

Thursday, December 11, 2003 



· I "' LINQUI HM .. NT A T LEA E APPLICATI N 

'Texas eneral Land ffi ce Jerry Patterson, omrruss1oner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 28-Aug-03 

Bill Warnick, General Counsel 

David Hall, Deputy Commissioner 

FROM: Robert Hatler, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Robert G. E lliott 

Prim. Term : 3 years 

Royalty: 1/5 

Consideration 

Recommended:'?@ 

Nol Recommended: ----

Bonus/Acre 

Ren la 1/ Acre 

Date: 8 ,2-g ·O ~ 

County: 

$50.00 

$ 1.00 

CULBERSON 

Comments: Gross acres 640. Also: Cyntho Stratton O'Malley, et al with 282.6667 acres. 

Lease Fonn 

Recommended: Jti1f , 
Not Recommended: ----
Comments: 

missioner 

Recommended: _...., __ ....__ 

Not Recommended: ----
Bill Warnick, General Counsel 

Recommended: ~ 

Not Recommended: ----

Larry Laine, Chief Clerk 

Approved: d:Jf-
Not Approved: ___ _ 

issioner 

Date: &1/v1/o 3 

Dale: A;'fo/~ 

Dale: ------

Date: __._[...:....I -=--' __._( /_o_,; _ 



Transa:tloo # 

LBSS(I': 

Lessee: Rob~rt G. Elliott 

LEASE IESalFTION 

Comty 
CULBERSON 

TERMS OFFER.ED 

Prin3'Y T 11'111: 

lmls/Aait 

R111tat/ Aait 

Royalty: 

COMPARISONS 

@years 

~ /5 

RAL REVIEW SHEU 

Raso FDe No Part 
144538 ALL 

0 7 ~ 2 2 0 3 <, ('f'ifO~ 

~~ I Y, f3 ll( If' 

J 
$50.00 j 

$1 .00 Roota/ A0'1! 

] Royalty 

) 

Ceoaost 

Lease Date: 

Acres: 

Sec. 
19 

.. 

e_years 

[_ 
r-
['iis 

SIJ'VOY 
00 PUBLIC SCHOOL LAND 

" 
.. 

.. . . 

:=] 
$50.00 ] 

$1.00 

J 

MF# Lessee Date Tenn Royalty Olsw:o 

Abst# 
6331 

MF094515 [FERGESON,2§_ ..1 4/11/1991] 3 yrs , L _] Last Lease 

r , I r 11 1c 1r _ _J 

[ ]( ~ --~[ _=-i~ =1=1 === -~][ J 

L J [. ~ I .___I _ ..._____...._. -~11 ~ 
c=. ==1 =---.J r._-l _J [ 

C1111111111ts: [s;ross a es 640. Also: Cynlha Stratton O'Malley, et al with 282.6667 acres. 

Thursday,August28, 2003 
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December 16, 2003 

Robert G. Elliott 
Oil & Gas Properties 
310 W . Wall, Suite 7 14 
Mid land, Texas 79702-0005 

G JENJB',R A l1 L A 

Re: RELINQUISHMENT ACT LEASE No. M- 103432 
480 acres out o f Secs. 18 & 19, Bk!. 45, PSL, 
Culberson County, Texas 

Dear Mr. Elliott: 

OMMI SlONER 

The certified copy of the Relinquishment Act lease covering the above referenced tract has been 
approved and filed in our records under mineral file number M- 103432. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$ l 2, 125.00, has been applied as the state's portion of the cash bonus 
$ 12,000.00, along with a processing and filing fee in the amount of$ 125.00. Please let me know if 
you should have any questions. 

Sincerely, 

0 {\-lA-' Q~ .. ;. b\ 

Drew Reid 
Minerals Leasing 
Energy Resources 
(5 12) 475- 1534 

M /DR 

~ ..,,,., 

tephen F. Ausun Du1lding · 1700 North Congrc~s ;\ venue • Austin, Tc..xas 78701 - 1495 

Post OOke Box 12873 • Ausun, Texas 78711 2873 

512 463 5001 • 800 998 4GLO 

www.glo.sta tc.tx.us 



File N( /Y)-;o 3 'r 3 Z­
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Oare Filed: ;::>-/;~/. 3--
Jerr E P,tter·on Commissioner 
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DAVID H. ARRINGTON OIL & GAS, INC. ./ 04045093 

BE~ DATE DESCRffTION 
DELAY RENTALS 
DELAY REl'JTALS 
DELAY RENTALS 
DELAY REl'JTALS 

INVOICE AMOUNT DI ~~ - NET AMOU 
140~-071405 06/01/04 
1404 071405 06/02/04 

L 071404-071405 06/01/04 
04- 71405 06/02/04 

ft}-/o3t.f3 ~ 

~ ,.._ 
134 • 00 • I ._ /"", ,...

1 
134 • - ..,, .... . 

156.--0, - ~,,- 56. 
106 "J'•v ._ 06 • .-v . -e . 
123.f? ':"· fl• • 1:3 

~ap.o 

( )-{ 

054658 CHECK NO. 18287 CHECK DATE 06/03/04 TOTAL: v ... 20.00 

018 287 



By ~terson, Commissioner 

• 
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. .. . . . .... . ······ . . 
.. . . .... 

Mr. Drew Reid 
Texa General Land Office 

lephen F. Au tin Bldg. 
17 0 N. ongress Ave. 
Au tin, Tex a 7 701-1495 

ROBERT G. ELLIOTT 
Oil & a Propertie 

10 W. Wall uite 714 
P. 0. Bo, 5 

Midland Te a 79702-0005 
(915) 687-6750 

May 4, 2004 

Re: Rcl111qu 1shment Act Lease M-IOJ -IJ2 
-I acre out of ection 1 . Bloc 45. P L 
Culber on County, Texa 

Dear Drew: 
Enclosed for your fde certified copie of two affidav it correcting the net acre in the oil and ga lea e 
from Monroe Propertie , lnc. et al dated July 14, 2003. 

hould you have any que lion plea e advi e. 

Very truly your . 

' 
I 

··' ... ,., 

.. ... 

--~ --~- ------- - -----------------------------
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• .... . . . . . . .... 

... . . . 
•••• . ······ . . 

•• . . .... 

Affidavit 

On this day personally appeared Robert G. Elliott, being of lawful age and 

after being duly sworn, deposes and says: 

That affiant, as Lessee, did accept delivery of that certain Oil and Gas Lease, 

from Monroe Properties, Inc., Lessor, dated July 14, 2003, recorded in Volume 81 

at Page 946, Oil & Gas Records Culberson County, Texas, covering 480 acr e in 

tion 18, Block 45, Public chool Land, being all of the section except the Kyle 

Mining Claim, as more particularly described in Exhibit "A" attached to said Oil 

and Gas Lease; 

That affiant has become aware of an error in the recitation of the net acres 

covered by said said Oil and Gas Lease in the Granting Clause on page 1 thereof 

in that said lease erroneously states that it covers "134 n et acr "whereas said 

lease actually covers "26 net acr " ; 

That it is affi.ant's intention to correct said error to read that the Oil and Gas 

Lease covers 268 net acres. 

Further affiant sayeth not. 

SIGNED April 5, 2004 

~..___ 
Robert G. Elliott 

SWORN TO AND SUBSCRIBED BEFORE ME, by Robert G. Elliott, on April 5, 

2004, to certify which, witness my hand and seal of office . 

BONNIE CARTER 
NOT ARY PUBLIC 

STATE OF TEXAS 
IAy Ccmm Ez?r• I 0.23-2004 

Notary Public 
State of Texas 



CERTIFIED TRUE ANO CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
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.... . .... .... . . .... 
• . .. . . . .... . ······ . . 

.. . . .... 

Affidavit 

On this day personally appeared Cyrus M. Monroe, being of lawful age and 

after being duly sworn, deposes and says: 

ThaL affiant, as President of Monroe Properties, Inc. Lessor, did execute and 

deliver to Robert G. Elliott, Lessee, Lhat certain Oil and Gas Lease, dated July 14, 

2003, r ecorded in Volume 81 at Page 946, Oil & Gas Records Culberson County, 

Texas, covering 480 acre in ection 1 , Block 45, Public chool Land, being all of 

the section except the Kyle Mining Claim, as more particularly described in 

Exhibit "A" attached to said Oil and Gas Lease; 

That affiant has become aware of an error in the recitation of the net acres 

covered by said said Oil and Gas Lease in the Granting Clause on page 1 thereof 

in that said lease erroneously states that it covers "134 net acre whereas said 

lease actually covers "26 net acre "; 

That it is affiant's intention to correct said error to read that the Oil and Gas 

Lease covers 268 net acres. 

Further affiant sayeth not. 

SIGNED April d /J , 2004 
.. 

-, 

CyrJs M. Monroe 

SWORN TO AND SUBSCRIBED BEFORE ME, by Cyrus M. Monroe, on 

April, J /.J:. ,2004, to certify which, witness my hand and seal ~ce . 

Notary Public 
State of Ha1tvaii Ca_\~~ o Y 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
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PAYEE 
PAYEE ADDRESS 

RENTAL RECEIPT 

Comm1ss1oner of the General Land Office, State of Texas 
Stephen F Austin Building 
1700 N Congress Ave 
Austin, TX 78701-1495 

i-::..C.;..;.H=E~C.;..;.K_A_;_M..;.:O~U~N_T ______ -+--'-$-1~34..:.....:....00:,.._~ ~---~--------~------~ 
i__;_;,R::::.;EN.;..;.T.;..;.A..;.:L~P..;.:A_;_Y:_:_P::::.;ERc...:..l=O=D'-----~ 7/14/2005 thru 7/14/2006 i 

DESCRIPTION All Sec 18 except Kyle Mining Claim, Block 45, Public School Land 
Survey, more fully described in lease 
Culberson Count Texas 

ARRINGTON LEASE NUMBER TX-28-2-1 
PROSPECT NAME Km Edwards 

Enclosed 1s our check for the payment of rentals due under an 011 and gas lease covering the 
lands shown above 

Please acknowledge receipt of this payment by signing and dating below and returning same m 
the envelope provided to 

David H. Arrington 011 & Gas, Inc 
Attention. Jessica Llndemood 
P O Box 2071 
Midland, TX 79702 

Sincerely yours. 

Je~k~~ 
Administrative Landman 

RECEIPT IS HEREBY ACKNOWLEDGED OF THE ABOVE AMOUNT IN PAYMENT OF RENTAL DUE 
UNDER OIL & GAS LEASE DESCRIBED HEREIN 

Printed Name 

Date 



DAVID H. ARRINGTON OIL & GAS v' P.O. BOX 2071 , MIDLAND, TEXAS 79702 432/682-6685 

INVOICE DATE DESCRIPTION 

TX-28-1-1 05/13/05 520.00 

/ 

05040373 

0 
( . 

J 

VENDOR 0054658 CHECK 20123 DATE 05/18/05 520.00 





PAYEE 
PAYEE ADDRESS 

CHECK AMOUNT 
RENTAL PAY PERIOD 
DESCRIPTION 

ARRINGTON LEASE NUMBER 
PROSPECT NAME 

RENTAL RECEIPT 

Comm1ss1oner of the General L and Office, Stale of T exa;;;.:s:__ ___ --1 

Stephen F Austin Building 
1700 N Congress Ave 
Austin TX 78701-1495 
$106 00 
7/14/2005 thru 7/14/2006 
All Sec 18 except Kyle Mining Claim, Block 45, Pubhc School Land 

lease Survey, more fully described in 
Culberson Countv, Texas 
TX-28-2-2 
Kina Edwards 

Enclosed is our check for the payment of rentals due under an oil and gas lease covering the 
lands shown above 

Please acknowledge receipt of this payment by signing and dating below and returning same in 
the envelope provided to 

David H. Arrington 011 & Gas, Inc. 
Attention: Jessica L1ndemood 
P. 0 . Box 2071 
Midland, TX 79702 

Sincerely yours, 

J•Wad~ML 
Administrative Landman 

RECEIPT IS HEREBY ACKNOWLEDGED OF THE ABOVE AMOUNT IN PAYMENT OF RENTAL DUE 
UNDER OIL & GAS LEASE DESCRIBED HEREIN 

Printed Name 

Date 



DAYID H. ARRINGTON OIL & GAS / P.O. BOX 2071, MIDLAND, TEXAS 79702 432/682-6685 

INVOICE 

TX!.28-1-1 

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

. . . . . . ... . 

VENDOR 

DATE DESCRIPTION 

05/13/05 

0054658 CHECK 20123 DATE 05/18/05 

I NET 

520 00 

05040373 

t 

520.00 
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