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RAL REVIEW SHllT 

Trnoctm# 4442 

The AusUn Community Foundation of the Capital Area 

Clay Johnson 

l£AIE IIICRl'T91 

Base Fie No Part 

G~t: 

l8aS8 Date: 

ACMlS: 

R. Widmayer 

11 /3/2004 

320 

Soc. Blod{ Twp SUrvey 

Ul J 

CWlty 

CULBERSON 151077 N/2 23 54 00 PUBLIC SCHOOL LAND 

Abst# 
6928 

TERMS lfffRBI TERMS RECIINJIID 

Prtnry T 11'111: 5 years Prinil'Y T ll'1T1 5 years 

lknJs/ Aa-a: $125.00 &ms/Acre $125.00 

Rootal/ Acre: $1 .00 Roota/ Acre $1 .00 

Royalty: 1/5 Royalty 1/5 

c•m•s 
MF# Lessee Date Term Boous/Ac. Roota/Ac. Royalty llslft& 
MF100075 Clay Johnson 6/8/1998 5 years $50.00 $1 .00 3/16 Last l8aS8 

MF104121 Clay Johnson 3/24/2004 5 years $20.00 $1 00 3/16 Adjacent West 

Pe.,·'l(i , .. s_J C. /\J ;fo ~ '1 S<>"' IO /-)1 /o'-1 5 ,., s £100.00 'I ~ Adjacent North 

[ 

COOITlllllS: 4th yoar rental will bo $75 00 por aero 

Wednesday, January 05, 2005 



R UI :1-IME TA TL A E PPLI ATIO 

Texas eneral Land Office Jerry Patterson, omm1ss1oner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 05-Jan-05 

Bill Warnick, General Counsel 

Matt Edling, Deputy Commissioner 

FROM: Robert Hatler, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Clay Johnson 

Prim. Term : 5 years 

Royalty: I /5 

Consideration 

Recommended :?,4"6 
Not Recommended: ----

Bonus/Acre 

Rental/ Acre 

I - -Date: ·J. C) J 

Comments: 4th year rental wil l be $75.00 per acre. 

vlease Form 

Recommended: [i(t 
Not Recommended: ----
Comments: 

Date: 

County: 

$ 125.00 

$1.00 

Commissioner Date:#~ 
Recommended: -'J_.c......=~i,:::__ 

Not Recommended: ----

Bill Warnick unsel Dalew~-
Recommended: - ---
Not Recommended: ----

Approved: 

Larry Laine. Chief Clerk 
8;jf 

Date: -2.- /e; /{; Y 

Not Approved: ___ _ 

1ss1oner Date: 

CULBERSON 
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Clay John ~on Oil & Ga Propertie 
203 WEST WALL, SUITE 202 .. MIDL.AND, TEXAS 79701 • (432) 684-4110°FAX (432) 684-5166 

February 25, 2005 

General Land Office 
Attn: Mr. Drew Reid 
Stephen F. Austin Building 
1700 North Congress 
Austin, TX 7870 l 

Re: Relinquishment Act Oil & Gas Lease 
N/2 Section 23, Block 54, PSL, Survey 
Culberson County, TX 

Dear Mr. Reid, 

~~~~~~~~~ 

Find enclosed for your, ti les and further hand I ing a certi tied copy of the original recorded 
of the following descned 011 & Gas Lease: 

MPL.(PL 

I) Relinquishment Act Oil & Gas Lease dated November 3, 2004 by and 
between The State of Texas by The Austin Community Foundation of the 
Capital Area, Lessor and Clay Johnson, Lessee, covering the N/2 of 
Section 23, Block 54, Public School Land Survey, Culberson County, 
Texas. 

Please find Tom Brown, Inc. Check No. 460282 in the amount of $20,000.00 made 
payable to Texas General Land Office Commissioner representing payment in fuJJ of 
lease bonus consideration ( 1/2 due the State of Texas) for the above mentioned Oil & Gas 
Lease. 

To cover required filing fees for handling this matter find enclosed Clay Johnson Check 
No. 7034 in the amount of $25.00 made payable to General Land Office - State of Texas. 

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



TOM BROWN, INC v" 
555 17th Street, Suite 1850 
~D_en_v_er_,_co __ ao_2_02_J_91~8--\-------~12/ 03/ 04 ------

VOUCHER INVOICE # 

12-AP-2238 120204C 

BONUS CONSIDERATION 
TOTAL INVOICES PAID 

••• . . . ... . .... .... 
. .. 

• • • . . . 
•• • . . . .. 
.. . 

• • 

INVOICE 
DATE 

12/02/04 

TOTAL 
AMOUNT 

20,00~.00 

' D(TACH OtrORE OEPOSITING CHCCK' 

53881 NO. 460282 
PRIOR NET 
PAYMENTS AMOUNT 

0.00 20,000.00 

'f 20,000.00 

I i. l 

os0 ') 
c638Q 



CLAY JOHNSON / 

General Lf' Officc - State ofTc\.as 

' 

FIRST NATIONAL CHEC ApprO\al Fee 

ltttn I 

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

... . . 
• . . • . • • . 

. .. , 
• . 

• • . 

2/25f05 

7034 x 2,00 

I z_[ 

2'i 00 



.. . 

Please acknowledge receipt of this letter and enclosures by s1gnmg, datmg and retummg 
one ( 1) copy of th1s letter in the enclo ed self addressed-stamped envelope If additional 
information is required, please do not hesitate to contact the undersigned Thank you for 
your continued cooperation and courtesy m this matter 

Re~ctfully, 

1 Vl. L/i 1511<~/ 
Mary Kay Brasuel 

RECEIVED THIS _____ DAY OF--------- , 2004 

COMMlSSIONER OF TI lE GENERAL LAND OFFICE STA TE OF TEXA 

Drew Reid 

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

• • • • . . . . • • . 
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' TUE AUSTIN COMMUNITY FOUNDATION OF TTI E 

CAPITAL AR.EA', 

TO 

CLAY JOHNSON 

Ocnc.ral land Offiu 
Rcl1nqu11hm<111 Aa Lease •Offll 
Rc-,JCd, Scp1cmbcr 1997 

... 

·,. 

OILAND GA LE 

. ~ 

... , t­.. 
'.,; 

TIIIS AGREEMENT is made and entered tnto this 3rd day of November, 2004, between the State of Texu, ac11ng by and 
through llS agent, The Au,it n Com munity foundeJlon or !ht Caphel Arn,! Tetu non-pron, corpor1Jlon 
---~----------------of PO BoxSJS2,A-us~fl-·n_,~I-ex_a-s_7~8~7-6_3_~-----

said agent 
(Give Pennanent Address) 

hereanafler called Lessee 

I GRANTING CLAUSE For and an cons1dera11on of the amounts ,1a1ed below and of the co~enants and 1grcement~ 
10 be paid, kept 11nd perfonned by LcsJCe under th,s lease, the State of Tcxiu ac11ng by ind through the owner of the soil, herct,~ 
grunts, leues and lets unto Lessee, for the sole and only purpose of pro peeling and dralhng for and producing 011 and gas. laytng pipe 
lines. bu1ld1na tanks. stonng 011 and bu1ld1ng power Stations, telephone lines and other Strucrures then:on, to produce, save taJ..e care 
of. treat and tninspon sa1u products oft.t,c lease, the followh1& land, situated In Culberson County, Suite of rcxas, 10-w,1 

Tbe /2 of clion 23, Block 54, Public cbool L11od ' 11rvcy 

Conu11nong JlQ.JISl crcs, mon: or less The bonu, consideration paid for this lease " as follows 

To the State of Texas T\\.CQIY Thou,and and No/JOO·--·-·· 
Dollara (S 20.000 00 

To the owner of the soil Twenry Thousand 1md No/ JOO----· 
Dollars (S 20,000 00 

Total bonus cons1dera11on Foov Thousand and No/JOO- - ­
Dollars ($....iQ.000..QO__) 

The 10111 bonus cons1dcra11on paid rcpn:sents a bonus of __ .,..o~o~c~t-lu=n~d-CC-d"=T~\\.=CQ-:'l~Y-·fl_y-e-an~d~N~o/~JQO--_-_ -_-::_-=. ___ _ 
Dollars ($__...J2 .. s"'oo""----> per acre, on J.22J!Q ne1 acn:s 

2 TCRM SubJect 10 1he other provmons an 1h1s lease. this lease shall be for a tenn of Five (5) yenrs from this date 
(herein called primary 1enn") and as long thereafler IU 011 and gas, or either of them, 1s produced tn paying quantities from sa,d land 
As used an this lcue, the term "produced on paytng quan1111es" means th1t the receipts from the nle or other aulhonz.cd commercial 
use of the •ubstance()) covered exceed out of pocket opera11onal expenses for the six months last past 

3 DELAY RENTALS If no well IS commenced on the leased premises on or before one (I) yur from this date, this 
lease 1hall 1enn1na1e, unless on or before such anniversary date Lessee shall pay or 1ender 10 the owner of 1he soil or to has credit m the 
pay direct JO Lessor RI lhc nboyc address Bank. at or Ill succcsson (wh,ch •hall 
conunue a.s the depository n:gardless or changes an the ownership or said land), the amount specified below; tn add111on les,cc shill 

r.ay or 1ender to 1hc COMMISSIONER Or TIIE GENERAL LAND OFFICE Of TIIE STATE OF 1 EXAS. AT AUSTIN. 1 £ XAS. a 
J..e sum on or before said date Payments under 1h1s paraa,.ph shill operate IS a rental and shall cover the pnv,lege or deferring the 

commencement of 11 \\.ell for one (I) year from said date. Payments under this paragraph shill be an the following amounu 

To the owner of the so,I One Hundred Suny ind No/100--
Dollan ($ 160 00 • ) 

To the State of Teicas -°nill•'\!cnd~c~ed ... S ... rs ... rv ..... 1n-d ...... N""!p,_J_.OO.,.-_-_-__ -------- -------
Dollars (S 160 00 • ) 

Total Rental. Three Hundud TMnry and No,'J®= 
Dollars (S 320,00 ' ' ) 

( •. • • Sec a111ehcd fah1b11 "A" for Amended [),:lay Rcn11I Prov1 ion) 

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

" ' 

.. ,: \ 
~ 

' n . ' 

' > 
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In a like manner and upon like payments or tenders annually, the commencement of a well may be further dcfcbd for successive 
periods of one (I) year each dwing the primary tcnn. All payments or tenders of rental to the owner of the soil may be made by check 
or sight draft of Lessee, or any assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated 
in this pan.graph (or its successor bank) should cease to exist. suspend business, liquidate, fail or be succeeded by another bank, or for 
any reason fail 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 ROY Al TIES Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-
half (112) of the royalty provided for in this lease to the Commissioner of the General Land Office of the Staie of Texas, at Austin, 
Texas, and one-half (112) of such royalty to the owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form a1 the mouth 
of the well and also as all condensalc, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or 
other equipment, as hereinafter provided, shall be I/5th part of the gross production or the market value thereof, at the option of the 
owner of the soil or the Commissioner of the General Land Office, such value to be determined by I) the highest posted price, plus 
premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity in 
the general area where produced and when run, or 2) the highest market pnce thereof offered or paid in the general area where 
produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any gas 
produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an 
adequate oil 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 will be recovered. The requirement that such gas be run through a separator or other equipment may be 
waived in writing by the royalty owners upon such tenns and condi1io1\S as th.:y prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and 
gaseous subs1ances not defined as oil in subparagnph (A) above, produced from any well on said land (except as provided herein wi1h 
respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be ~ part of the 
gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such value to be based on the highest market price paid or offered for gas of comparable quality in the general area where produced 
and when run, or the gross price paid or offered to the producer, whichever is 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 square inch absolute, and the standard base 
temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to 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) PROCESSED GAS. Royalty on any gns processed in a gasoline plant or other plant for the recovery of gasoline or 
other liquid hydrocarbons shall be I/5th part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, al 
the option 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 attributable to gas produced from this lease, and on fifty percent 
(50°/o), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid hydrocarbons attributable to 
the gas produced from this lease; provided that if liquid hydrocarbons arc 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°4) 
or the highest percent accruing to a third party processing gas through such plant under a processing agreement negotiated at ann's 
length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), 
whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennined by I) the highest 
market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid 
or offered for such residue gas (or the weighted average gross stlling price for the respective grades of liquid hydrocarbons), 
whichever is the greater. In no event, however, shall the royahies 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 fractionating, burning or any other 
processing shall be~ part of the gross production of such products, or the market value thereof, at the option or the owner of the 
soil or the Commissioner of the General Land Office, such market 'Value to be determined as follows: I) on the basis of the highest 
market price of each product for the same month in which such product is produced, or 2) on the basis of the average gross sale price 
of each product for the same month in which such produ1.:ts are produced; whichever is the.greater. 

S. MINIMUM ROYALTY. During any year after the expiration of the primary tenn of this lease, if this lease is 
maintained by production, the royalties paid under this lease in no event shall be less than an amount equal to the total aMual delay 
rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary 
date of this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year. If Paragraph 3 of 
this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. 

6. ROYAL TY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 
owner of the soil or the Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days 
notice to the holder of the lease, require that the payment of any royalties accruing to such royalty owner under this lease be made in 
kind. The owner of the soil's or the Commissioner of the General Land Office's right to take it! royalty in kind shall not diminish or 

... 
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negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or 
implied, under this lease. 

1. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be 
without deduction for the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, 
transporting. and otherwise making the oil, 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 for severance tax.cs and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's 
proportionate share of any fuel used lo process gas produced hereunder in any processing plant. Notwithstanding any other pro,..ision 
of this 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 for injection into any oil or gas producing formation underlying the leased 
premises after the liquid hydrocarbons contained in the gas ha ... e been remo,..ed; no royalties shall be payable on the recycled gas until 
it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

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

Payment or royalty on production of oil and gu shall be as pro ... ided in the rules set forth in the Texas Register. Rules currently 
pro'Jide that royalty on oil is due and must be recei'Jed in the General Land Office on or before the 5th day of the second month 
succeeding the month of production, and royalty on gas is due and must be recei'Jed in the General Land Office on or before the 15th 
day of the second month succeeding the month of production, accompanied by the affida'Jit of the owner, manager or other authorized 
agent. completed in the form and manntr prescribed by the G~neral Land Office and showing the gross amount and disposition of all 
oil and gas produced and the market 'Jalue of the oil and gas, together with a copy of all documents, records or reports .:onfimiing the 
gross production, disposition and market value including gas meter readings, pipeline receipts. gas line receipts and other checks or 
memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gu storage, and any other reports or records 
which the General Land Office may require to verify the gross production. disposition and market 'Jalue. In all cases the authority of a 
manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied 
by a check stub, schedule, summary or other remittance ad,..ice showing by the assigned General Land Office lease number the amount 
of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then 
Lessee owes a penalty of S% on the royalty or $25.00, whiche'Jer is greater. A royalty payment which is o'Jer thirty (30) days late 
shall accrue a ~nalty of 10'/o of the royalty due or S2S.OO whiche,..er is greater. In addition to a penalty, royalties shall accrue interest 
at a rate of 12'per year, such interest will begin accruing when the royalty is sixty (60) days o,..erdue. Affida'Jits and supporting 
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrati'Je rule which 
is effective on the date when the affida'Jits or supporting documents were due. The Lessee shall bear all responsibility for paying or 
causing royalties to be ti•id u prescribed by the due date pro,..ided herein. Payment of the delinquency penalty shall in no way opcra1e 
to prohibit the State's right of forfeiture as pro'Jided by law nor act to postpone the date on which royalties were originally due. The 
abo'Je penalty pro'Jisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty 
in dispute as to fair market value. 

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

(B) PERMITS, DRILL[NQ RECORDS. \Vrincn notice of all operJtio11s 011 this leas.: shall be submitted to the 
Commissioner of the General Land Office by Lessee or operator fi'Je (5) days before spud date, worko ... er, re-entry, temporary 
abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of 
Railroad Commission fonns for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to 
the General Land Office at the lime they are filed with the Texas Railroad Commission. All applications, pennits, reports or other 
filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or 
any other go,..emmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated impro,..ements to the 
land must also include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts., reports, 
cuttings and cores, or other information relati'Je to the operation of the abo'Je described premises, which may be requested by the 
General Land Office, in addition to those herein expressly pro'Jided for. Lessee shall ha'Je an electrical and/or radioacti,..ity survey 
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen (IS) days after 
the making of said survey. 

(C) PENALTIES. Lessee shall incur a penalty whene'Jer reports, documents or other materials are not filed in the 
General Land Office when due. The penalty for late filing shall be set by the General Land Office administrati'Je rule which is 
effective on the date when the materials were due in the General Land Office . 
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11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary tenn hereof 
and prior to discovery and production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the 
primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof 
should cease from any cause, this lease shall not tmninate if on or before the expiration of sixty (60) days from date of completion of 
said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the 
next &Mual delay rental in the same manner 15 provided in this lease. If, during the last year of the primary term or within sixty (60) 
days prior thereto, a dry hole be completed and abandoned, or the rroduction of oil or gas should cease for any cause, Lessee's rights 
shall remain in full force and effect without further operations unti the e,:piration of the primary term; and if Lessee has not resumed 
production in paying quantities at the c,:piration of the primary term, Lessee may maintain this lease by conducting additional drilling 
or reworking operations pursuant to Paragraph 13, using the e,:piration of the primary tenn as the date of cessation of production 
under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or 
gas well within the primary term hereof, Lessee may resume payment of1he annual rental in the same manner as provided herein on or 
before the rental paying date following the c,:piralion of sixty (60) days from the dale of completion of such shut-in oil or gas well and 
upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLING ANp REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary 
term, neither oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this 
lease shall remain in force so long as operations on said well or for drilling or reworking of any additional well are prosecuted in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days during any one such operation, and if they 
result in the production of oil and/or gas, so long thereafter as oil 11.nd/or gas i, produced irt f."ying qu:\lltitics from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this case. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or 
gas from the leased premises. after once obtained, should cease from any cause, this lease shall not lcrminatc if Lessee co,nmenees 
additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and 
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty 
(60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect 
for so long as oil or gas is produced from the leased premises 1n paying quantities or payment of shut-in oil or gas well royalties or 
payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in 
the completion. ofa well as a dry hole, the lease will not tenninatc if the Lessee commences additional drilling or reworking operations 
within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues 
drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. 
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. for purposes of this paragraph, "well" means any well that has been assigned a well 
number by the state agency having jurisdiction over the production of oil and gas. If. at any time after the expiration of the primary 
term of a lease that, until being shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying 
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facilities or lack of a 
suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the lease, 
but not less than Sl,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease docs not 
specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. To 
be effective, each initial shut-in oil or gas royalty must be paid on or before: (I) the expiration of the primary tenn, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the 
Commissioner of the General Land Office and one-half ( 1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease 
shall be considered to be a producing lease and the payment shall extend the tenn of the lease for a period of one year from the end of 
the primary tcnn, or from the first day of the month following the month in which production ceased, and, after that, if no suitable 
production facilities or suitable market for the oil or gas e,:ists, l.essee may extend the lease for four more successive periods of one 
( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

IS. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased 
premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to con1inue to 
maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year 
for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or 
which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (112) to the owner of the 
soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing 
the drainage or that is completed in the same producing reservoir and located within one thousand ( 1.000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall 
pay an amount equal to the difference within thu:tf (30) days from the end of the 12-month period. Compensatory royalty payments 
which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this lease. None of these provisions will 
relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in Texas Natural 
Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 
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16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary. after a well producing or 
capable of producing oil or gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent 
operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises 
and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or 
extended term it shall then tenninatc as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of 
producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut·in 
oil or gas well as provided in Paragraph 14 hereon. or a well upon which Lessee is then engaged in continuous drilling or reworking 
operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151·52.153, 
or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such 
producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency. or other governmental 
authority having jurisdiction. If at any time after the effective date of the panial tetmination provisions hereof, the •:rplicable field 
rules arc changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to sai well or wells 
for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a ponion of the lands covered hereby, Lessee shall 
nevertheless continue to have the right of ingress to and egress from the lands still subject to this lease for all purposes described in 
Paragraph I hereof, together with ~asements and right.af·ways for existing roads, existing pipelines and other existing facilities on, 
over and across all the lands described in Paragraph I hereof ("the retained lands"), for access co and from the retained lands and for 
the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) . HORIZONTAL. In the event this lease is in force arid effect two (2) years a~er th:: expiration date of the primary or 
extended lerm it shall further terminate as to all depths below 100 feet below the lotal depth drilled (hereinafter "deeper depths") in 
each well located on acreage retained in Paragraph 16(A) above, unless on or before two (2) yean after the primary or extended term 
Lessee pays an amount equal lo one·half (L'2) of the bonus originally paid as consideration for this lease (as spccilied on page I 
hereon. If such amounl is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed 
for an additional period of two (2) years and so Jong thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered by this lease. 

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve 
Lessee of his obligation to protect the oil and gas under the above..<fescribed land from being drained. Lessee, sublessee, receiver or 
other agent in control of the leased premises shall drill as many wells as the facts may justify and shall use appropriate means and drill 
to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In addition, if oil and/or gas should be 
produced in commercial quantities within 1,000 feet of the leased premises, or in any case where the leased premises is being drained 
by production of oil or gas, the Lessee, sub lessee, receiver or 01her agenl in control of the leased premises shall in good faith begin the 
drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the well or wells comple1ed 
within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency righ1s to forfeiture. Only 
upon the determination of the Commissioner of the Genernl Land Office and with his wrinen app;oval may the payment or 
compensalory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this 
paragraph. 

18. FORCE MAJEURE. I( after a good faith effort, Lessee is prevented from complying with any express or implied 
covenant of this lease, from conducting drilling operations on the leased premises, or from producing oil or gas from the leased 
premises by reason of war, rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then 
while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee shall not be liable for damages 
for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this 
paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of 
such drilling or reworking operations or production of oil or gas. 

19. WARRANlY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the 
owner of the soil defaults in 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 liens on the leased premises. If Lessee makes payments on behalf of the 
owner of the soil under this paragraph, Lessee may recover the cost of these payments from the rental and royallies due the owner of 
the soil. 
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20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns Im than the entire undivided 
surface estate in the above described land. whether or not Lessee's interest is specified herein. then the royalties and rental herein 
provided to be paid to the owner of the soil shall be paid to him in the proportion which his interest bean to the entire undivided 
surface estate and the royalties and rental herein provided to be paid to the Commissioner of the General Land Office or the State of 
Texas shall be likewise proportionately reduced. However, before Lessee adjusts the royalty or rental due to the Commissioner of the 
General Land Office, Lessee or his authorized representative must submit to the Commissioner of the General Land Office a written 
statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest owned by the 
owner of the soil. 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, ln no event shall the Commissioner of the General Land Office receive as a royalty on Lhe gross production allocable to the 
undivided interest not leased an amount less than the value of one-sixteenth ( 1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is 
included within the boundaries of a pooled unil that has been approved by the School Land Board and the owner of the soil in 
accordance with Natural Resources Code Sections S2. IS 1-S2.IS4, or if at any time after the expiration of the primary term or the 
extended term. this lease covers a lesser number of acres than the total amount described herein, payments that are made on a per acre 
basis hereunder shall be reduced according to the number of acres pooled, released, SWTCndered, or otherwise severed, so that 
payments determined on a per acre basis under the tenns of this lease during the primary term shall be calculated based upon the 
number of acres outside the boundaiies of a pooled unit, or, if after the expi!"ltion of the primary term. the number of acres actually 
retained and covered by this lease. 

21. USE OF WATER. Lessee shall have tJ:e rig.ht tc, use wa:er pnduce:! on ~:id b.,d necessary for operations under 
this lease except water from wells or tanks of the owner of the soil; provided, however, Lessee shall not use po1able water or water 
suitable for livestock or irrigation purposes for watertlood operations without the prior consent of the o"'Der of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all 
personal property, improvements, livestock and crops on said land. 

23. PIPELrNE DEPTH. When requested by the owner of the soil. Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now 
on said premises.without the written consent of the owner of the soil. 

2S. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to 
prevent pollution. Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the evenl of 
pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarboJlS or other pollutant and shall be responsible 
for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits and 
tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
Lessee shall fill and level all slush pils 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 
completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove 
machinery and fixtures placed by Lessee on the leased premises, including the right to draw and remove casing, within one hundred 
twenty (120) days after the expiration or the termination of this lease unless the owner of the soil grants Lessee an extension of this 
120-day period. However, Lessee may not remove casing from any well capable of producing oil and gas in paying quantities. 
Additionally, Lessee may not draw and remove casing until after thirty (30) days written notice to the Commissioner 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 conditions contained in this/aragraph and Paragraph 29 of this lease, the rights 
and estates of either pany to this lease may be assigned, in whole or in part. an the provisions of this lease shall extend to and be 
binding upon their heirs, devisees, legal representatives, successors and assigns. However, a change or division in ownership of the 
land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and estates of Lessee, impair the 
effectiveness of any payment made by Lessee or impair the effectiveness 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 until thirty (30) days after the owner of the soil (or his 
heirs, dcvisecs, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change in ownership, 
including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall. to the extent of the interest assigned, relieve and discharge Lessee of all 
subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay 
rentals shall be apportioned as between the several owners ralably, according to the area of each, and failure by one or more of them to 
pay his share of the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; 
however, if the assignor or assignee does not file a certified copy of such assignment in the General Land Office before the next rental 
paying date, the entire lease shall terminate for failure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to 
all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any prior assignee of the 
lease, lncluding any liabilities to the State for unpaid royalties. 
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(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil 
acquires this lease in whole or in part br assignment without the prior written approval of the Commissioner of the General Land 
Office, this lease is void as of the t1me o usignmcnt and the agency power of the owner may be forfeited by the Commissioner. An 
assignment will be treated u if it were made to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in 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 soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, 
receiver, or conservator for the owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this pangraph and Paragraph 29, Lessee may at any time execute 
and deliver to the owner of the soil 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 as to acreage surrendered. 
If any pan of this lease is properly surrendered, the delay rental due under this lease shall be reduced by the proportion that the 
surrendered acreage bears to the acreage which was covered by this lease immedialely prior to such surrender; however, such release 
will not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILING OF ASSIGNMENTS ANO RELEASES. If all or any part of this lease is assigned or released, such 
assignment or release must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded 
instrument certified by the County Clerk of the county in which the instrument is recorded, must be filed in the General Land Office 
within 90 days of the last execution date accompanied by the erescribed filing fee. If any such assignment is not so filed, the rights 
acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in 
this instrument, including the statement of the true consideration to be paid for the execution of this lease and the rights and dulics of 
the parties. Any collateral agreements concerning the development of oil and gas from the leased premises which are not contained in 
this lease render this lease invalid. 

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

32. FORFEJTIJR.E. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes 
due, or if Lessee or an authorized agent should knowingly make any false return or false report concerning production or drilling, or if 
Lessee shall fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by the 
Commissioner of lhe General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply wilh 
rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or if Lessee 
should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly 
fail or refuse to give correct infonnation to the proper authority, or knowingly fail or refuse to furnish the- General Land Office a 
correct log of any well, or if Lessee shall knowingly \liolate any of the material provisions of this lease, or if this lease is assigned and 
the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to 
forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and 
when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitalion arising 
hCTCunder. Forfeitures may be set aside and this lease and all rights thereunder ri:instated before !he rights of another inten:ene upon 
satisfactory evidence lo the Commissioner of the General Land Office of future compliance with the pro\lisions of the law and of this 
lease and the rules and regulations thal may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and 
gas produced from the area covCTCd by this lease to secure paymenl of all unpaid royalty and .other sums of money that may become 
due under this lease. By acceptance of this lease, Lessee grants the State, in addition to the lien provided by Texas Natunl Resources 
Code 52.136 and any other applicable statutory lien, an express contraclual lien on and security interest in all leased minerals in and 
extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minenls, whether such 
proceeds arc 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 10 become 
due under this lease and to secure payment of any damages or Joss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court 
proceedings in the manner provided in the Title I, Chapter 9 of the Texas Bwiness and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, anach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon 
the above-described property or from Lessee's acquisition of this lease. Should the Commissioner al any time determine thal this 
representation is not true, then the Commissioner may declare this lease forfeited as provided herein. 
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34 POOLING Lessee 1s hereby granted the nght to pool or unauz.c the royalty interest of the owner of the soil under 
this lease with any other leaseho ld or rruneral interest for the explorauon. development and production of 011 or gas or either of them 
upon the same tcnm as shall be approved by the School Land Boll'd and the Commus1oner of the General Land Office for the pooling 
or un111zmg of the interest of the State under this lease pursuant to Texas Nuural Reso~es Code .S2 I .S 1-.S2. l S 3 The owner of the 
soil agrees th.at the 1nclUJ1on of thts provision m this lease sausnes the uecuuon requirements stated in Texas Natural Resources Code 
S2 152 

JS IN DEMN ITY Lessee hereby releases and d1schar1es the State of Texas and the owner of the soil, their officers. 
emplo)'ees, partners, agents, contractors, subcontractors, guests, mvnees, and their respective successors and assigns, of and from all 
and any acuons and causes of action of every nature, or other harm, mcludmg environmental harm, for which recovery of damages 1s 
sough,, includm&- but not hmned to, all losses and expenses which are caused by the act1v111es of Lessee. its officers. emplo)'ees. and 
agents armng out of, incidental to, or rcsuhmg from, the operations of or for Lessee on the leased premises hereunder. or tha1 may 
arise out of or be occasioned by Lessee's breach of any of the terms or provmons of this Agreement, or by anr other negligent or 
smctly liable act or ommlon of Lessee. Funher, Lessee hereby agrees to be liable for, exonerate, mdcmnafy. defend and hold 
harmless the State of Texas and the owner of the soil, the1r officers, employees and agents, their succcsson or assigns, aaamst any and 
all claims, hab1h11es, losses, damages, ac11ons, l;)C110nal mJury (including death), costs and expenses, or other harm for which recovery 
of damages is sought, under any theory including tort, contraA:t, or strict hab1l11y, mcludmg anomeys' fees and other legal expenses, 
including those related to environmental haurds, on the leased premises or m any way related to Lessee's faalurc to comply wnh any 
and all environmental laws, those ansing from or 1n any way related 10 Lessee's operations or any other of Lessee's ac11v111es on the 
leased premises, tho e ans mg from Lessee's use of the surface of the leased premises, and those that may arise out of or be occasioned 
by Lessee's breach of any of the terms or prov1Sioru of thts Agrcemcnt or any other act or omiss,o'I of Lessee, its directors. officers. 
employees, partners, agents, con1ractors, subcomracton, guests, mvuees, and their respecll"e successors and assigns Each ass11nee 
of thlS Agreemenl, or an interest therein, agrees to be liable for, eltoneratc, indemmfy, defend and hold harmless the State of Texas 
and the owner of1he soil, the1r officers, employees, and agents 1n the same manner provided above m coMecllon with the 1c11v111cs of 
Lessee, ,ts officers, employees, and agents as descnbcd above EXCEPT A OTHERWI E EXPRE LY L IMIT ED ll EREI , 
ALL OF TH E I OEM fTY OBLICATlO A O\OR L IABlLITI A U t O U O R T II E TERM OF Ti ii 
ACREEME T HALL BE WITHOUT LIMITS A O WITIIOUT REGARD TO TH E CAU E OR C A THER OF 
( CLU OI G PRE-EX I Tl G CO OITIO ), STRICT L IABILITY, OR T H E EG LIGE CE OF A Y PARTY O R 
PARTIES (I Ct.UDl G THE EGLIGE C E OF TllE INDE I IFIEO PARTY), WII ET II ER UCII EGLlGE CE BE 
OLE, JOINT, C O CURR£ T , ACTIVE, OR PA IV . 

36 ENVIRONMENTAL HAZARDS Lessee shall use the h1Jhes1 degree of care and all reasonable Jafeauards to 
prevent contamm1111on or polluuon or any environmental medium. including soil, surface waters, aroundwater, 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 perm11 10 remain on the leased r.rem1ses any asbestos containing materials, explosives, 1oi..1c 
ma1enals, or substances regulated as hazardous wastes, haurdous mater als, hazardous substances (as the term "1 lazardous Substance• 
is denned m the Comprehensive Environmental Response, Compensauon and L1ab1hty Act (CERCLA), 42 USC Sections 9601 Cl 

seq ), or 10~1c substances under any federal, stale, or local law or regulauon ("llazardous Materials"), except Ofdmary products 
commonly used 10 connccuon wnh 011 and gas explorauon and development opera11ons and stored in the usual maMer and quan1111es 
LE EE' IO LATIO OF T II E FOREGO! C PROIIIBITIO IIALL CO TITUTE A 1ATER1AL BREAC II A D 
DEFA ULT HERE U DER A O L EE KALL I DEM IFY, HOLD H.ARML AND DEFE D T H E TATE OF 
TE A A D T II E OW ER OF TIIE OIL FROM A D AGAIN T A Y C LAIM , DAMAG , JUOGME T , 
PE ALT I , LIABILITI , A O COST (I CLUDl C REA ONABLE ATTORNEY ' FEES A D COURT CO T ) 
CAU ED BY OR AR I I G O UT OF (I) A VIOLA T IO OF TH E FOREGO! G PROHIBITIO OR (II) T H E PRE E C E, 
R.ELEA E, OR 0 1 PO AL OF Al"Y HAZ.AROO MATERIALS O , U DER, OR ABOUT T II E LEA ED PREM! E . 
DURJ G LES EE' O CCU PA Y OR CO TROL O F T II E LEA ED PREM I ES. L EE IIALL C LEA UP, 
REMO E, R.EMEDY A O REPAIR A Y OIL OR GRO U D WATER CONTAM I ATIO A O DAMAGE CAU ED BY 
TH E PRESE CE OR R LEA E OF ANY HAZARDO US 1ATER1ALS l , 0 , UN DER, OR ABOUT T H E LEA ED 
PREMI E DURI G LE EE' 0 CUPA CV OF TII LEA ED PREM I E I CO FORM.A E WITII T II 
REQ IR EME T OF APPLICABLE LAW. Tiii I OEM IFIC AT IO A O A MPTIO IIALL APPLY, 0 T I 

OT LIMITED TO, LIABILITY FOR RE PON E ACTIONS U DERTAKE P UANT TO C ERC LA OR A 
OTH ER E IRO M ENTAL LAV OR REG ULATIO . LESSE E IIALL IMM EDIATELY G IVE THE TAT E OF 
TE A A O TIIE OWNER OF T IIE OIL WRITTEN NOTIC E OF ANY OR.EACII OR U PECTED BREAC H OF T ill 
PARAGRAPII , UPON LEARN! G OF TIIE PRES CE OF ANY HA7.A ROOU MATE RIA LS, OR UPO REC IV ING 
A OTICE FROM A Y COVERNME TAL ACE CY PERTA I I C TO HAZ.AROO U MATERIALS Wiii II MAY 
AFFECT T II E L EA ED PREMI . T H E OBLIGATION OF L E H ER EU DER HALL URVI E T II E 
EXP IRAT IO OREARLlER TERM I ATION, FORANYREA ON,OFTHI ACR EM NT. 

37. APPLICABLE LAW. ThlS lease 1s 15sued under the prov1Sions of Texas Narural Resources Code S2 171 through 
52 190, commonly known as the Relinquishment Act, and other aP.phcable s11iu1es and amendments thereto, and ,r any prov1s1on 1n 
this lease docs no t conform 10 these statutes, the statutes will prevail over any nonconforming lease provmons 

38. EXECUTION. This 011 and gas lease must be signed and acknowledged by the Lessee before 111s fil ed of record m 
the county records and m the General Land Office of the State of Texas. Once the fihna requirements found m Pans graph 39 of this 
lease have been sausfied , the e1Tec11ve date ofthls lease shall be the date found on Page I 

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

't 
~ 

' I . 

\ > 

·. \i 
·,;_ 
". ~· .,., . . . ,.• 
" · . . 's ;"' .. 

••• ( -.:,,y . ,: .. ~ 
• fy. ~ . . " .. ( . '" .... 

. a. 

) 
.. 
,. 

. ,· 
.,. ! 

•• •' 

·'i, 
} : 

... ., ' 

703 



. 
704 

.. 
• . 
•• • ... 

,I .. 
: 

~ I 
... ,. . .,..,. 

,• .. ' ,,· · . ..... , . , -~ ....... . ,, ' .. , (, :f > , .. ,, ~ 

I 
39. LEASE FILING. Punuant 10 Chapter 9 or the Texu Busllleu and Commerce Code, this lease must be filed or 

record in the office of lhe County Clerk m any county in which all or any pan of the leased premises IS located, and cc.n11ied copies 
thereof must be filed in the General Land Office. This lease is not efTccuve unul a cemfied copy of lh1s lease (which 1s made and 
cenified by the County Clerk rrom his rccordJ) is filed in the General Land Office in accordance with Texu Natural Resources Code 
52. I 83. Addniorually, this lcuc shall not be bind111g upon the State unless II recites the acrual and uue cons1derauon paid or promised 
for execuuon of 1h1s lease . The bonus due the State and the prescribed fihng fee shall accompany such cen1fied copy to the General 
Land Office. 

• • • • 

40 Sec an.ached Exh1b11 "A" for addiuonal provisions. 

S'1 A I E OF I EXAS ~ 

Tl IE AUSTIN COMMUNITY FOUNDATION OF THE 
CAPITAL AREA, A fEXAS NON·PROFIT 10RPORA flON 

~iiilfr~~~~~~~~&4 
PnntedName A•c:......,.., c:; ,S<-4..._,;..,lb-

TAX IDN 

DA TE:_.....:..."....:'o::..-.=:::....:6.._c=_ '_7._, _ 'l._0_..,__,,'T'-----

ST TEOPT s 

OUNTYOf'l\l!DLA O 

T TE OFT XA 

BY :·-~...-----.----.---.---.--~.---
lnd1v1dually and as agent for the SL.ale of Texas 

TAXIDNO ----------~ 
DATE. ____________ _ 

(I DIVIO AL ACKNOWLE:OGM rJ 

Before me. the undcmancd authonry, on lhis day pcnonally appcarul Oex John1on known 10 me 10 be lhe pcnon "'ho..e name II qiblcnbcd 10 
the forcaoina uutrumen~ and 1ekJlowledgcd to me that lhcy executed lhe same for the purpoKll and cons1dcr1uon lhcrcin c~prn)Cd 

o .. m ... am,....,.,,_, ,,,mu~ ...... 'JJj_ •• , ., JJ~T 
...-, P\Mc.. ... fA T- 1n~lii ~~~fTEXAS 

STATEOFTEXA 

~ C:U.cus I I ,._..., 
0..-,11. -

COUNTY OPTRAVI 

:L Th\! 1n5ll'\lmcnt , ')'U 1c:l.nowlcd1cd before me on lhc 
131~"'°" &. 5Jp.~ . as ~X<:c.u.tiH Di rcdv 

Tc~u. non· prolit corpo.-11 .onbch•l f of said c:orpo.-1100 

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

Paula N. Phillips 
Notary Publlc 
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(CORPORA TE ACKNO~ LEOGM ENT) 

Jl day of Iv O ~-(. W\ 6..e..r _ .• 2004, by 
of lbs Austin Commun)ly Founde!loo or tht c,oh•I Aru. • 
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EXHIBIT "A" 

: ·. ~~ 

.·. , . 
. ... 

·.· :·,..,< .. ·· 

ATIACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED NOVEMBER 3, 2004, BY AND BElWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, THE AUSTIN COMMUNITY FOUNDATION OF THE CAPITAL AREA, AS LESSOR, AND 
CLAY JOHNSON, AS LESSEE 

1. Amended Delay Rental Provision: 

•As to any rentals that may be paid on or before the 11
\ 2nd and 41t1 anniversary date. 

In the event that delay rentals are paid on or before the 2nd anniversary date (and after the 3"' anniversary date), they 
shall be payable In the amount of $160.00. 

-Except that ~ delay rentals are paid on or before the 3,. anniversary date (and aner the 2"" anniversary date), the 
total rental paid shall be $24,000.00. 

Notwithstanding anything herein to the contrary. Paragraph 5 (minimum royalty) and Paragraph 14 (shut-in royalty) refer 
to their computation to the delay rentals provlded in Paragraph 3 herein. The undersigned do hereby recognize and 
acknowledge that minimum royalty and shut-In royalties due herein are payable in the amount of $320.00. Of such 
amoun~ $160.00 is payable to the owner of the soil as provided herein and $160.00 is payable to the State of Texas as 
provided herein. 

. ·.,.·· 
> -:.; 
•·· - ,. , .. 

-10· 

.,·. ···: 
·,. ..... ·~ 

.'/::.; . 
. .-:.t. 

-·---'·· 

Fil d for record on the 27th day of DECEMBER A.D. 2005@10:30 o'clock 
_A_.M. & recorded on the 24th day of JANUARY A.D. 2005@2: 20 o'clock 

,~,;;'!·MCDONALo.co,NTV m~.L 
CULBERSON COUNTY, TEXAS 

. . 
BY . · Deputy Clerk 

---- --·---,-,---------

•• • .. . . .. . . . . . .. . ... . . . 
• • • .... . 
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Date Filed: ~e')l>E v .--

By Jerry E. P~mmissioner 



TE X A S GENE,RAL LAND OF FR C E 

June I 0, 2005 

Attn: Mary Kay Brausuel 
Clay Johnson Oi l & Gas Properties 
203 West Wall, Suite 202 
Midland, Texas 79701 

Re: RELINQUJSIIMENT ACT LEASE No. M- 10479 1 
320 acres out of the N/2 of Sec. 23, Blk. 54, PSL 
Culberson County, Texas 

Dear Ms. Brausuel: 

JERRY PATTER O , 

The ce1iified copy of the Relinquishment Act lease covering U1e above referenced tracts has been 
approved and filed in our records under mineral file number M-104791. Please refer lo U1is number 
in all future correspondence concerning U1e lease. 

Your rcmillance of $20, 125.00, has been applied as the state's portion oflhe cash bonus 
$20,000.00, along wiU1 a processing and filing fee in U1e amount of $125.00. Please let me know 1f 
you should have any questions. 

Sincerely, 

j),tvv. R. etY.. 
~~ .... 

Drew Reid l 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

M /OR 

Stephen I·. Austin lhulding • 1700 orth Cons.(re , \ venue • \ ustin, Texas 78701 · 14'J'i 

Post Office Box 12873 · Au~tm, Iex1s 7871 1 ·2871 

512-463-5001 • 800-998-tGLO 

www.glo.&tate.rx.us 





PAYMENT IS MADE UNDER INSTRUMCNT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CRCOIT OF PARTY OR PARTIES NAMED 
DATE. SIGN ANO RETURN THIS RECEIPT ON THE DAY YOU RECEIVE fT 

THIS PAYMENT IS MADE IN A MANNE/ TO C FORM TO THE TERM::; OF THE IN TRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ CITIBANK, OELAWARI! Page 1 ol 1 
S OnePem·1Wa1 

EN EnCana 011 & Gas (USA) Inc HUT IN RECEIPT N ,w Caatie OE lij 20 
~ 370 17th Street. Su,te 1700 (3 3) 1123-2300 

Denver CO 80202 DATE Oct-10-2005 NO 693779 

LEASE RECORDS ACCOUNT 

COUNTY STATE RECORDED-BOOK PAGE 

CULBERSON TEXAS 85-696 

DA TE OF LEASE MONTHS 

11/03/04 12 

RENTAL PERIOD 

FROM 

11/03/05 

TO 

11/03/06 

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

871926.000 AUSTIN COMMUNITY FOUNDAT 

PAY TO THE 
ORDER Or 

Texas Genera l land Offico 
Stephen F Austin Bldg 
1700 N Congress Ave 
Austin. TX, 787011495, United States 

RECEIPT IS HEREBY ACKNOW..EDGEO OF THE AMOUNT STATED 
IM-ilCH IS IN FUU SETTLEMENT OF RENTAL/SHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL ANO GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

~••DELAY RENTALS 

~ l Land Office 
Stephen F. Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 787011495 

TRACT 
43879 
N/2 SECTION 23, BLOCK 54 

YOUR COPY 

$160.00 

RECEIVED ON 20 
THE AMOUNT SHO......,.. ABOVE 

NAME OF BANK. CORPORATION OR INOMOUAL 

BY 

PAYEE WILL PLEASE DATE., SIGN ANO RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WIU 
PLEASE GIVE FULL NAME ANO TITLE 

RENTAL AMOUNT BANK 

0 
(;) 

i $160.00 

0 
0 
-l 
LP 
..P' 
CP 

.. . 
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. . • . . . • • . . 
• 
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r , _ 
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C) 
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Date Filed: 
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED \ "'J \ 
DATE, SIGN ANO RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT • I.-

THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMl;:D DEPOSITORY 

WHEN SIGNED. PLEASE MAIL TO: I 
ENCANA EnCana 011 & Gas (USA) Inc. 
~ 370 17th Street su,111 1100 (303) 823-2300 

Denver. CO 80202 

COUNTY STATE 

CULBERSON TEXAS 

RENTAL RECEIPT/ 
SHUT IN RECEIPT 

DATE 

LEASE RECORDS ACCOUNT 

CITIBANK, DELAWARE 
One Penn·, Way 
N.,. Cestoe DE 19720 

Oct-09-2006 

RECORDED-BOOK PAGE OATE OF LEASE MONTHS 

BS-696 11/ 0) / 04 12 

Page 1 of 1 

NO 184063 

RENTAL PERIOD 

FROM 

11/ 0)/06 

TO 

11/ 03 / 07 

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

871926 . 000 AUSTIN COMMUNITY FOUNDAT 

PAY TO THE 
ORDER OF 

TEXAS GENERAL LAND OFFICE 
Stephen F Austin Bldg 
1700 N Congress Ave 
Ausltn TX 787011495 
Umted States 

RECEIPT IS HEREBY ACKNO'M.EOGEO OF THE AMOUNT STATED 
WHICH IS IN FULL SETTLEM ENT OF RENTAI./SHUT,IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL ANO GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

ENTALS 

23, BLOCK 54 

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

• 

YOUR COPY 

RECEIVED ON 
THE AMOUNT SHOw.l ABOVE 

NAME OF BANK. CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE SIGN ANO RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME ANO TITLE 

RENTAL AMOUNT 

$160.00 



File No.OJP1o <./79/ 
6, 

--aENIIAI PAYMENI 

Date Filed: JD{'Ji?,; /Ob 
I T I 

By ~ Patterson, Commissioner 

••• • ••• • • • • • • • • • • • • • • • • • • • • • • • • • • • •• • • • • • • •• • • • • • • • • • ••• • •• 



PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 
DATE, SIGN ANO RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT 

THIS PAYMENT IS MAOC IN A MANNER TO CONFORM TO THl TERMS OF THE INSTRUMENT REfERRED TO WHEREIN YOU ARE NAMED DEPOSITORY 

L IEN SIGNED, PLEASE MAIL TO: 

! ANA EnCana 011 & Gas (USA) Inc..., 
~ 370 17th Street Suite 1700 (303) 623-2300 

Denver CO 80202 

COUNTY STATE 

CULBERSON TEXAS 

RENTAL RECEIPT/ 
SHUT IN RECEIPT 

DATE 

LEASE RECORDS ACCOUNT 

CITIBANK, DELAWARE 
Doe Penrl'I W.y 
New C•"'- DE 19720 

Oct-08-2007 

RECORDED BOOK PAGE DATE or LEASE MONTHS 

85-696 11/03/04 12 

Page 1 or 1 

NO 306722 

RENTAL PERIOD 

FROM 

11/03 /07 

TO 

11/03/08 

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

871,926 . 000 AUSTIN COMMUNITY FOUNDAT 

PAY TO THE 
ORDER OF 

TEXAS GENERAL LAND OFFICE 
Stephen F Austin Bldg 
1700 N Congress Ave 
Austin TX 78701 1495 
United States 

RECEIPT IS HEREBY ACKNOVl,\.EDGED OF THE AMOUNT STATED 
\MtlCH IS IN FULL SETILEMENT OF RENTAL/SHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

• • DELAY RENTALS • • 
M 
RiJ~ PYMT 

Texas General Land Office 
Stephen F Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 787011495 

TRACT 
43879 
N/2 SECTION 23, BLOCY. 54 

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

... 
• 

• . 
. 

• • . . . . • . . 
• 

. .. . . . .. . 

$12,000.00 

RECEIVED ON 20 

THE AMOUNT SHO\MII ABOVE 

NAME OF BAN~ CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS IMLL 
PLEASE GIVE FULL NAME ANO TITLE 

RENTAL AMOUNT BANK 

$12,000.00 

\l\ 



File No. _ _/Jff /(JL/7}/ 

RENTAL PAYMEN I 

1~1.11.:. ___ fb_~oT 
Inn I: r lllt,;r in \.. Ill 11 '>I • 

___ L;,,~A AND£:i't50: J 
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- ------------ ------ - ------- - ------------------------------

PAYMENT IS MADE UNDCR INSTRUMENT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT Of PARTY OR PARTIES NAMED 
DATE, SIGN AND RETURN TlilS RECEIPT ON TliE DAY YOU RECEIVE IT 

THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: _/ RENTAL RECEIPT/ CITIBANK NA Page 1 of 1 

EN EnCana 011 & Gas (USA) Inc. \/' SHUT IN RECEIPT ~ ~=: :r 1&120 

~ 370 17th Street. Suite 1700 (303) 623-2300 
Denver CO 80202 DATE Oct--06-2008 NO 425327 

LEASE RECORDS ACCOUNT 

COUNTY STATE RECORDED-BOOK PAGE 

CULBERSON TEXAS 85-696 

DATE OF LEASE MOHTHS 

11/03/04 12 

RENTAL PERIOD 

FROM 

11/03/08 

TO 

11/03/09 

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

871926.000 AUSTIN COMMUNITY FOUNDAT 

PAY TO THE 
ORDER OF 

TEXAS GENERAL LAND OFFICE 
Stephen F Austin Bldg 
1700 N Congress Ave 
Austin TX 787011 495 
United States 

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETTLEMENT OF RENTAI.JSHUT IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL ANO GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

•• DELAY RENTALS •• 
M-104791 
Texas General Land Office 
Stephen F Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 787011495 

TRACT 
43879 
N/2 SECTION 23, BLOCK 54 

$160.00 

RECEIVED ON 20 

THE AMOUNT SHOw,i ABOVE 

YOUR COPY 

l 1- ( 

NAME OF BANK CORPORATION OR INOMDUAL 

BY 

PAYEE WILL PLEASE DATE SIGN ANO RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME ANO TITLE 

RENTAL AMOUNT BANK 

$160.00 

. . ... . .. . . . . . . . 
• . . . • . . . . . . • . • • . . . . .. . • • . •• . • . . 
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File No. Mf: IO':f:r'f I 
• €. 

RENTAL PAYMEN I 

Date Filed:-1...,0 ... l_~~I ~fD~e~-----­
J erry E. Patterson, Commissioner 

Bv----~--------


