
# LeaseDate Acres 
----------- --------

.A Get ld d004 0.00 
B Oce 12 2004 0.00 

vEXP\RED 
DATE ... - { ~ -I,? - o q • 

LEASING ~ 

Rentals~) 

Lease y­
Admin: 

Mineral ~V 
Maps: ~ u\ 

Status 
-------
ACTIVE 
ACTIVE 

STATE LEASE MF104876 

CONTROL BASEFILE COUNTY 
--------- ------------ -----------------
07-21563 135316 - CULBERSON 
07-21581 135318 CULBERSON 
07-21607 135320 - CULBERSON 
07-21634 135323 - CULBERSON 

SURVEY PUBLIC SCHOOL LAND 
BLOCK 42 
TOWNSHIP 00 
SECTION/TRACT: 22 & 44 ,24,28,31,32 
PART 
ACRES 
DEPTH LIMITS 

LESSEE 
LEASE DATE 
PRIMARY TERM 
BONUS ($) 
RENTAL ($) 
ROYALTY 
VAR ROYALTY 

3451.83 
NO 

JOHNSON, CLAY 
Oct 12 2004 
5 yrs 
0.00 
1. 00 
0.09375000 

/055 
/055 
/055 
/055 



CONTENTS OF FILE NO. Mf- /tJ l/8 7(a 

RENTAL PAYMENT dt {,o 05 



RAL REVIEW sum 
TMll88Ctu1 # 4380 

Benge, Tommie 

Clay Johnson 

LEASE IEalFTIIIN 

CWtty 
CULBERSON 

CULBERSON 

CULBERSON 

CULBERSON 

CULBERSON 

TERMS lfFERED 

PrinrY T 11'111: 

lmla/Aait 

R111ta/ Acre: 

Roymty: 

CDMPAJUHNI 

,.# 
MF099065 

MF104095 

MF104081 

Basefle No 
135316 

135318 

135320 

135323 

135324 

5 years 
1,..<" 

$50.00 

$1 .00 

3/16 

Clay Johnson 

Clay Johnson 

Douglas W. Ferguson 

Part 
ALL 

ALL 

ALL 

ALL 

ALL 

", '} 

Cmmult:a: 4lh year rental will be $30.00 per acre. 

Wednesday, November 03, 2004 

i.,c/0 ~ 

f.,'('o .4e 

(, 'r" o Ac 

<,7t,So 

l.,Y,O 

GeokJcjst; 

Lease Date: 

Acres: 

&fl:. Ilka 
22 42 

24 42 

28 42 

31 42 

32 42 

R Widmayer 

10/12/2004 ll :.J 

1725.915 

Twp Slney 
00 PUBLIC SCHOOL LAND 

00 PUBLIC SCHOOL LAND 

00 PUBLIC SCHOOL LAND 

00 PUBLIC SCHOOL LAND 

00 PUBLIC SCHOOL LAND 

TERMS RECOMMENllll 
L./Z.... ~ sv f)'C I ; 

Prmry T 11'111 5 years 

Bcn&s/Aln $50.00 

R111ta/Atn $1 .00 

Royalty 3/16 

Abst# 
4809 

4811 

4813 

4816 

4817 

Dalli Term lknls/Ac. Rlllta/Ac. Ruyalty llstn:e 
2/20/1998 5 years 

3/17/2004 5 years 

2/20/2004 5 years 

$20.00 

$15.00 

$22.50 

$1 .00 5/32 

$1 .00 3/16 

$1 00 3/16 

Last lease 

2 Miles East 

2 Miles North 



RE. QUI HME T T L A E APPLICATlO 

Tcxa eneral Land ffice Jerry Patterson, om1111ss1011er 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DA TE: 03- ov-04 

Bill Warnick, General Counsel 

Matt Ed ling, Depu ty Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geo logist 

Appli cant: Clay Johnson 

Pri m. Term: 5 years Bonus/Acre 

Royalty: 3116 Rental/ Acre 

Consideration 

7.)~~ Recommended: Date: I 3 ·o 4-
Nol Recommended: ----
Comments: 4th year rental will be $30.00 per acre. 

County: 

$50.00 

$1.00 

Lease Form 

Recommended: ~ Date: _ 11_\~/._oLI __ 
Nol Recom mended: ___ _ 

Comments: 

Malt Edling, Deputy Commiss ioner 

Recommended: rt 'l..c;_..,-: 
Not Recommended: ----

Bill Warnick, Genera l Counsel 

Recommended: ~ 
Not Recommended: ----
Larry Laine, Chief C lerk 

Approved: ___ _ 

Not Approved: ___ _ 

1ss1oner 

Date: l - , 

Date:* _ 
Date: ------

Date: / 5 f¥c C (/_ 

CULBER O 



By Jr~~-----

( 



Clay John on Oil & Ga Prop rti 
203 WEST WALL. SUITE 202 ' MIDlANO, TEXAS 79701 ' (432) 684-41 IO' FAX (432) 684-5166 

February 24, 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 
Culberson County, TX 

Dear Mr. R id, 

Find enclosed for your files and further handling a certified copy of the original recorded 
of the fo llowing descried Oil & Gas Lease· 

MPL-CPI.. 

1) Relinquishment Act Oil & Gas Lease dated October 12, 2004 by and 
between The State of Texas by Ladonna Nevill Walters, Lessor and Clay 
Johnson, Lessee, covering the W 1/3 ofN 3/.c of W/2 of ection 6, .. 1/3 of 

ection 32 & 42, Block 59-6, T&P Ry. Co. Survey, & lhe W/2 of ection 
1, the /2 of Section 12, & the NE/4 of ection 13, Block 60, Public 
School Land Survey, Culberson County, Texas; 

2) Relinquishment Act Oil & Gas Lease dated ctober 12, 2004 by and 
between The tate of Texas by Ladonna Nevill Walters, Lessor and Clay 
Johnson, Lessee, covering all of ections 23, 27, 29, 32, 33, & 42, Block 
42, Public School Land Survey, Culberson County, Texas; 

Please find Tom Brown, Inc. Check No. 46 1068 in the amount of $120,720.13 made 
payable to Texas General Land Office Commissioner representing payment in full of 
lease bonus consideration (1/2 due the late of Texas) for the above mentioned Oil & Gas 
Lease. 



3) Relinquishment Act Oil & Gas Lease dated October 12, 2004 by and 
between The State of Texas by Marsha Wolfe, Lessor and Clay Johnson, 
Lessee, covering all of Sections 2 1, 30, 32, 34, 41 , & 43, Block 42, Public 
School Land Survey, Culberson County, Texas; 

4) Relinquishment Act Oil & Gas Lease dated October 12, 2004 by and 
between The State of Texas by Marsha Wolfe, Lessor and Clay Johnson, 
Lessee, covering the E 1/3 of N 3

/. of W/2 of Section 6, W 1/3 of Sect.ion 
32 & 42, Block 59-6, T&P Ry. Co. Survey, & the FJ2 of Section l , the 
NW/4 of Section 2, & the NF/4 of Section 14, Block 60, Public School 
Land Survey, Culberson County, Texas; 

Please find Tom Brown, lnc. Check No. 461069 in the amount of $ 11 7,5 12.63 made 
payable to Texas General Land Office Commissioner representing payment in full of 
lease bonus consideration (1/2 due the State of Texas) for the above mentioned Oil & Gas 
Lease. 

5) Relinquishment Act Oil & Gas Lease dated October 12, 2004 by and 
between The State of Texas by Tommie Benge, Lessor and Clay Johnson. 
Lessee, covering all of Sections 22, 24, 28, 31, 32, & 44, Block 42, Public 

chool Land Survey, Culberson County, Texas; 

6) Relinquishment Act Oil & Gas Lease dated October 12, 2004 by and 
between The State of Texas by Tommie Benge, Lessor and Clay Johnson, 
Lessee, covering the Middle 1/3 of N 3

/. of W/2 of Section 6, Middle 1/3 
of Section 32 & 42, Block 59-6, T&P Ry. Co. Survey, & the NF/4 of 

ection 2, the W/2 of Section 11 , & the NW/4 of ection 13, Block 60, 
Public School Land Survey, Culberson County, Texas; 

7) Relinqujshment Act Oil & Gas Lease dated October 12, 2004 by and 
between The State of Texas by Peggy Kelton, Lessor and Clay Johnson. 
Lessee, covering all of Sections 22, 24, 28, 3 J, 32, & 44, Block 42, Public 
School Land Survey, Culberson County, Texas; 

8) Relinquishment Act Oi l & Gas Lease dated ctober 12, 2004 by and 
between The State of Texas by Peggy Kellon, Lessor and Clay Johnson, 
Lessee, covering the Middle 1/3 ofN 3

/. of W/2 of Section 6, Middle 1/3 
of ection 32 & 42, Block 59-6, T&P Ry. Co. Survey, & the NF/4 of 
Section 2, the W/2 of ection J 1, & the NW/4 of ection 13, Block 60, 
Public School Land Survey, C ulberson County, Texas; 

Please find Torn Brown, Inc. Check No. 461070 in the amount 0[$1 16,937.64 made 
payable to Texas General Land Office Commissioner representing payment in full 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 th is matter find enclosed Clay Johnson Check 
No. 7033 in the amount of $200.00 made payable to General Land Office - State of 
Texas. 

Please acknowledge receipt of this letter and enclosures by signing, dating and returning 
one (1) copy of this letter in the enclosed self addressed-stamped envelope. If additionaJ 
information is required, please do not hesitate to contact the undersigned. Thank you for 
your continued cooperation and courtesy in this matter. 

COMMISSIONER OF THE GENERAL LAND OFFICE STA TE OF TEXAS 

Drew Reid 



TOM BROWN, INC J 05026379 
555 17th· Street , Suite 1850 
Denver, CO 80202 3918 _______ 12/ 16j0_4 ___________ 5_3_8_8_1__ NO. 461070 

INVOICE l OTAL PRIOR NET VOUCHER INVOICE # 
DATE AMOUNT PAYMENTS AMOUNT 

12-AP-6213 121504C 12/lu/04 116,937.64 0.00 116,9~7.64 

HONUS CONSIDERATION: 011,. OAR & MPH~AJ. L1-:AS1': 

TOTAL INVOICES PAID f 116,837 .64 

' DETACH BCfOR[ DEPO~ TUC CH[CI\' 

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

• • • . . . .. . 
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General Land Office: 
Relinquishment Act Lease Fonn 
Revised, September 1997 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 12th day of October, 2004, between the State of Texas, acting by and 
.. through its agent, Tommie Benge, a married woman dealing in her sole and separate property 
___________________ of P.O. Box 817, Alpine, Texas 79831 

-------------------------------------------said agent 
(Give Pennanent Address) 

herein referred to as the owner of the soil (whether one or more), and -,C'"L.,A,_,.,,Y'"'J"'O~Hc'-N'c'S'"'O"'"'-'N""'-=--------------­
--------------------of __ ~2~0~3~W~. ~W~a~ll"-"S~ui~te~2~0~2~-----------­

Midland Texas 7970 I 

hereinafter called Lessee. 
(Give Permanent Address) 

I. GRANTING CLAUSE For and in consideration of the amounts stated below and of the covenants and agreements 
to be paid, kept and perfonned by Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby 
grants, leases and lets unto Lessee, for the sole and only purpose of prospecting and drilling for and producing oil and gas. laying pipe 
lines. building tanks, storing oil and building power Station~. telepho!le lin'!s nn1 f'\ther ~tructurt:3 the;.:on, to produce, sav~. take: care 
of, treat anci rranspon said products of the lease, the following lands situated in Culberson County. State of Texas, to-wit: 

Block 42 1 Public School Land Survey 
Section 22: All 
Section 24: All 
Section 28: All 
Section 31: All 
Section 32: All 
Section 44: All 

Containing 3,878.50 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Forty-three Thousand One Hundred Forty-seven and 88/100--------
Dollars ($ 43 147.88 ) 

To the owner of the soil: Forty-three Thousand One Hundred Forty-seven and 88/100-----
Dollars ($ 43 147.88 ) 

Total bonus consideration: Eighty-six Thousand Two Hundred Ninety-five and 76/100------
Dollars ($ 86,295.76 ) 

The total bonus consideration paid represents a bonus of Fifty and No/100-----------
Dollars ($ 50.00 )peracre,on 1.725.915 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a tenn of Five (5} years from this date 
(herein called primary tenn") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
As used in this lease, the tenn "produced in paying quantities" means that the receipts from the sale or other authorized commercial 
use of the substance(s) covered exceed out of pocket operational exoenses for the six rnonths last past. 

3. DELAY RENTALS. lfno well is commenced on the leased premises on or before one (I) year from this date, this 
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 
-------------------.,------,"T,~-.-.,.--,,---~:Bank,at ______ ~-----
----------------~· or its successors (which shall continue as the depository regardless of changes in the 
ownership of said land), the amount specified below; in 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 said date. Payments under 
this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for one (I) year from 
said date. Payments under this 'paragraph shall be in the following ~mounts: 

To the owner of the soil: Eight Hundred Sixty-two and 96/100---
Dollars ($ 862.96 • ) 

To the State of Texas: Eight Hundred Sixty-two and 96/100--------
Dollars ($ 862 .96 • ) 

Total Rental: One Thousand Seven Hundred Six and 681100----
Dollars ($ I 725.92 •• ) 

(•, •• See attached Exhibit "A" for Amended Delay Rental Provision) 

•• • • ••• ... 
• • • • • • • 
• • • • • • • 
•• • • • • • • :- J -• • • • • • • ••• • • • • 



..... 
In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive 
periods of one (I) year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check 
gr 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 paragraph (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 (1/2) of the royalty provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, 
Texas, and one-half (1/2) 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 at the mouth 
of the well and also as alJ condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or 
other equipment, as hereinafter provided, shalJ be 3/16ths 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 price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that 
before any gas produced from the 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 mcar.s "·ill be recovered. The requirement (hat su1.:h gas be run th1ough a separator or other 
equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(13) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and 
gaseous substances not defined as oil in subparagraph (A) above, produced from any welJ on said land (except as provided herein with 
respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be 

3/16ths 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. 

(CJ PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or 
other liquid hydrocarbons shall be 3/16ths part of the residue gas and the liquid hydrocarbons extracted or the 
market value thereof. at 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 anributable to gas produced from this lease, 
and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid 
hydrocarbons anributable 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 specified in processing 
agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons 
shall be determined by 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 selling price for the respective 
grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be Jess 
than the royalties which would have heen due hap the gas not been processed. 

(DJ 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 3/l 6ths part of the gross production of such products, or the market value thereof. at the option 
of 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 products are produced; whichever is the greater. . . 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is 
maintained by production, the royalties paid under this lease in no event shall be less than an amount equal to the total annual delay 
rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary 
date of this lease a sum equal to the total annual rental Jess the amount of royalties paid during the preceding year. 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 
($ I .00) per acre. 

6. ROY ALTY 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 Jess 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-its rox'l!r!'ii!J,,~il'BcMJ,illJ not d"minish 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. 

7. 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 taxes 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 to process gas produced hereunder in any processing plant. Notwithstanding any other provision 
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 have been removed; 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 of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently 
provide that royalty on oil is due and must be received in the General Land Office on or before the 5th day of the second month 
succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the 15th 
day of the second month succt"eding the month of production, ~cc0mpanied by th.: .::flidnvit of the owner, rraanager or other authorized 
agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of all 
oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the 
gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or 
memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a 
manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied 
by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount 
of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then 
Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late 
shall accrue a P.enalty of IO% of the royalty due or $25.00 whichever 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 overdue. Affidavits and supporting 
documents which arc not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which 
is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or 
causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty 
in dispute as to fair market value. 

JO. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the 
General Land Office with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall 
furnish said 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 received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the 
oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and 
pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the Attorney 
General, the Governor, or the representative of aryy of them. 

(B) PERMITS, DRJLLING RECORDS. Written notice of all operations on this lease shall be submitted to the 
Commissioner of the General Land Office by Lessee or operator live (5) days before spud date, workover, re-entry, temporary 
abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of 
Railroad Commission forms for application to drill. Copies of well tests. completion reports and plugging reports shall be supplied to 
the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, 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 governmental agency shall include the word "State" ill 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 improvements 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 relative lo the operation of the above described premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey 
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen (15) days after 
the making of said survey. 

(CJ 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 late filing shall be set by the General Land Office administrative rule which is 
effective on the dale when the materials were due in the General Land Office. 

•• • • ... • •• IF IT SEARS TH 

• • • • • • • • • • • • • • •• • • • • • • • • 3-• • • • • • • • ••• • • • • 



11. DRY HOLE/CESSATION OF PRODUCTION DURING PRJMARY TERM. If, during the primary term hereof 
and prior to discovery and production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the 
primary term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereof 
should cease from any cause, this lease shall not terminate if on or before the expiration of sixty (60) days from date of completion of 
said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or tenders the 
next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) 
days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, Lessee's rights 
shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling 
or reworking operations pursuant to Paragraph 13, using the expiration of the primary term 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 of the annual rental in the same manner as provided herein on or 
before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and 
upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut·in provisions 
hereof. 

12. DRILLING AND 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 and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

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 terminate if Lessee commences 
additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and 
effect for so Jong 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 Jong as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or 
payment of compensatory royalties is made as provided herein or as provided by Jaw. Jfthe drilling or reworking operations result in 
the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking operations 
within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so Jong 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 Jess than $1,200 a year for each well capable of producing oil or gas in paying quantities. 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. To 
be effective, each initial shut-in oil or gas royalty must be paid on or before: (I) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (112) 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 term of the lease for a period of one year from the end of 
the primary term. or from the first day of the m'onth following the month in which production ceased, and, after that, if no suitable 
production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one 
(I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. 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 (I ,000) feet of the leased 
premises and completed in the san1e producing reservoir, or in any case in which drainage is occurring, the right to continue to 
maintain the lease by paying the shut-in oil or gas royalty shall cC'llse, 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 (112) to the Commissioner of the General Land Office and one-half (1/2) 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 Jess than the annual shut-in oil or gas royalty, Lessee shall 
pay an amount equal to the difference within thirty (30) days from the end of the I 2·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 oblieation to drill offset wells. A crnrrrco cc0 v 
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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 ofa reasonably prudent 
operator in drilling such additional well or wells as may be reasonably necessary for the proper development of the leased premises 
and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or 
extended term it shall then terminate as 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 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking 
operations, or (2) the number of acres included in a producing pooled unit pursuant to 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 partial termination provisions hereof, the applicable field 
rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells 
for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion 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 easements and right-of-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 to 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 and effect two (2) years after the expiration date of the primary or 
extended term it shall further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in 
each well located on acreage retained in Paragraph 16(A) above, unless on or before two (2) years after the primary or extended term 
Lessee pays an amount equal to one-half (112) of the bonus originally paid as consideration for this lease (as specified on page I 
hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed 
for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as 
practical, be in the form of a square with the well located in the center thereof, or such other shape as may be approved by the 
Commissioner of the General Land Office. Within thirty (30) days after partial termination of this lease as provided herein, Lessee 
shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record 
such release or releases within ninety (90) days 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-described land from being drained. Lessee, sub lessee, 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, sublessee, receiver or other agent 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 completed 
within 1,000 feet of the leased premises start pJoducin.~ in commercial quantities and shall prosecute sry:h drilling \\'ith diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only 
upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this 
paragraph. 

18. FORCE MAJEURE. If, 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. WARRANTY 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 royalties due the owner of 
the soil. . A c~nT!i'T'.'.f) CCPY :.(1 { 
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20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided 
~urface 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 bears to the entire undivided 
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 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, in no event shall the Commissioner of the General Land Office receive as a royalty on the 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 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 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, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the 
number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually 
retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under 
this 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 livestock or irrigation purposes for watertlood operations without the prior consent of the owner 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. PIPELINE 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. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to 
prevent pollution. Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use of containment facilities sufficient to prevent spillage. seepage or ground water contamination. In the event of 
pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible 
for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits and 
tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. 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 tasing until after t:1irty (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 paragraph and Paragraph 29 of this lease, the rights 
and estates of either party to this lease may be assigned, in whole or in part, and 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 Les\ee, diminish the rights, privileges and estat.es 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, devisees, 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 ratably, 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, including any liabilities to the State for unpaid royalties. · A crnnFlcD COPY 
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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 by assignment without the prior written approval of the Commissioner of the General Land 
Office, this lease is 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 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 paragraph 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 part 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 immediately prior to such surrender; however, such release 
will not relie\'e Lessee of any liabilities which may have accrued under this lea,,e pri0r to the surrender of such acreage. 

29. f!LING OF ASSIGNMENTS AND 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 prescribed 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 duties 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 State, the 
owner of the soil is obligated to put the State's interests before his personal interests. 

32. FORFEITURE. 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 the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with 
rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or 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 information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a 
correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and 
the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to 
forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and 
when forfeited the area shall again be subject to lease uoder 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 limitation arising 
hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this 
lease and the rules and regulations that may be adopted relative hereto. 

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 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 t~e State, in addition to the lien provided by Texas Natural Resources 
Code 52.136 and any other applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and 
extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds 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 to become 
due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court 
proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon 
the above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this 
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34. POOLING Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under 
Jh1s lease with any other leasehold or mineral interest for the explorauon, development and producuon of oil or gas or either of them 
upon the same terms as shall be approved by the chool Land Board and the Commissioner of the General Land Office for the pooling 
or uni tizing of the interest of the State under this lease pursuant to Texas Natural Resources Code 52. 151-52. 153 The owner of the 
soil agrees that the inclusion of this provision in this lease satisfies the execuuon requirements stated in Texas Natural Resources Code 
'52 152 

35. INDEMN ITY Lessee hereby releases and discharges the State of Te,as and the owne1 of the soil. their officers. 
employees, partners, agents, contractors, subcontractors, guests, 111" 11ees, and their respecuve successors and assigns. of and from all 
and any actions and causes of acuon of every nature, or other harm, mcludmg environmental harm. for \\ h1ch recovery of damages 1s 
sought, mcludmg. but not limued to, all losses and expenses which are caused by the ac11v1t1cs of Lessee, 1ts officers, employees, and 
agents ansmg out of, mc1dcntal to, or result mg from, the operations of or for Lessee on the leased premises hereunder, or that ma} 
arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement, or by an} other negligent or 
strictly liable act or omission of I essee Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 
harmless the • tate ofl exas and the owner of the sotl , their officers, employees and agents, their successors or assigns, agamst any and 
all claims, liabtl it1es, losses, damages, actions, personal injury (mcludmg death), costs and expenses, or other harm for which reco, cry 
of damages is sought, under any theory including ton, contract, or strict lmb1ltty, includmg auomcys' fees and other legal e,penses, 
mcluding those related lo environmental hazards, on the leased premises 01 111 any way related to Lessee's failure to comply w11h any 
and all environmental laws; those arising from or m any wa} related to Lessee's operauons or any other of Lc~see's act1 vit1es on the 
leased prcm1sl'S, those ans mg from Lessc<.''s use of the surface of the lea~··d premises, and those that may arise out of or be occri:.ioncd 
b} l esscc's b1 each of an} of the terms or prov1s1ons of this Agrceme111 or any other act or omission of Lessee. 11s directors. officers, 
employees, partners, agents, contractors, subcontractors, guests, 111v11ees, and their respccuve successors and assigns. l ach assignee 
of this Agreement, or an tntcrcst therein, agrees to be !table for. e>,.oncratc, indemni fy, defend and hold harmless the State of Texas 
and the owner of the sot!. the11 officers, employees. and agents 111 the same manner provided above in connection "llh the activ111es of 
I cs see, Its ofricers, employees, and agents as described above E ' EPT T l! • R \! I. E • PR E S L V LI 1 IT · O 11 E R E I , 
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36 LNVIRONMLNTAL IIAl ARDS 

37 APPLICABLC LAW This lease 1s issued under the provisions of Texas Natural Resources Code 52 171 through 
52 190, commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto, and 1f an} prov1s1on in 
this lease docs not conform to these statutes. the statutes will prevail over any nonconforming lease prov1s1ons 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before II is filed of record 1n 
the county records and in the General Land Office of the State of Texas Once the fil111g requirements found 111 Paragraph 39 of this 
lease have been satisfied, the effective date of this lease shall be the date found on Page I 

.. . . ...... ... . . . . . . 
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39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busmess and Commerce Code, this lease must be filed of 
record in the office of the County Clerk in any county in which all or any pan of the leased premises 1s located, and certified copies 
thereof must be filed in the General Land Office. This lease is not effective until a certified copy of this lease (which 1s made and 
certified by the County Clerk from his records) is filed in the General Land Office m accordance with Texas Natural Resources Code 
52 183. Additionally, this lease shall not be bind ing upon the State unless 11 recites the actual and true cons1dera11on paid or promised 
for execuuon of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General 

·, and Office . 

..JO. Sec attached Exh 1b11 "A" for ad<.l111onal prov1s1ons 

TAT I F TE 

8Y :()7'_ci;:, '.Vlrld~ d~~ 
Individua lly and as agent for the St'atc of Texas 
T o mmie Benge, a married woman dea ling in 
he r so le and separate pro crt 

rAX ID NO: 

DAT!:.. /C - /'/- ~ Y 

I T OF r 

·o n F (V1, (q;A 
(I DI IDUAL K 0 \ LEDG 1E T) 

Before me. the undersigned oulhonty. cm th is day per,;onall) appeared ' lny John,on knO\\n lo me tu be the J)Cl"\011 Y.hO\C name 1s ,uhscnbed to 
the foregoing instrument, and ocknowlcdged 10 me tha1 1hc)' c,ecuted the same for the purpo~s and cons1dera11on therein c,pres,cd 

Given under m)' h&nd end seal of office this the L { da) of O ~2004 

T ATF, OF T F:, \ 

C U T F 

MK Brnuef 
Notary Public, State of Texas 

My Commlu lon Expjrea: 
October 11, 2001 

Notllf) Public in ond ror the "itote nf 'I I XA S 

( I DI I D LA KNOV LED T) 

Before me, the undersigned nulhorit) , on this day perwnally appeared Tommie Benge, A mnrriell womnn dealing In her sole nnd sep. rote 
propcrt) ki10,,n to me to be the per;on \\hO)C name 1s subscribed to the foregoing instrument and ncl.no,\ledgcd to me 1ho1 thc, executed the \Jmc for 
the purposes and constdcnmon therein expressed 

Given under m) hand and ~cal ol olli1,;e this the 

TERESA D. BENTLEY 
Notary Public 

STATE OF TEXAS 
My Comm. Exp 03/l6fl007 

•• • • • . • • . • • • •• • • • • • . • . 
••• • • 
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. . . .. • 
EXHIBIT "A" 

ATTACHED TO ANO MADE PART OF THAT CERTAIN OIL ANO GAS LEASE 
DATED OCTOBER 12, 2004, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 
THROUGH ITS AGENT, TOMMIE BENGE. AS LESSOR. AND CLAY JOHNSON, AS LESSEE 

1 If, at the exp1rat1on of the primary term. this lease 1s being maintained in force under any provision of the lease. or 
within 180 days prior to the expiration of the primary term Lessee has completed a well as a dry hole or commenced a 
well on the leased premises or lands pooled therewith. or Lessee 1s then engaged in operations on the leased premises or 
lands pooled therewith, Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary 
term or within 180 days after completion of such well or the cessation of such operations. whichever 1s the later date. and 
thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith unlll all proration 
units have been drilled, allowing not more than 180 days to elapse between the completion of one well and the 
commencement of the succeeding well Should Lessee fail to begin the continuous drilling program or subsequently 
default in the performance thereof, then 1n ei ther ev~nt, this lease shall terminate ;,s to all lands covered hereby save and 
except for t~,e proral1or. un,t surrounding each well then producing. capable of producing or upon which operations are 
being conducted, hm1ted, respectively, to those depths from the surface down to the strat1graph1c equivalent of the depth 
100 feet below the total depth drilled 1n any such proration unit As used in this paragraph 1) the term "comm1ss1on" 
means the Railroad Comm1ss1on of the State of Texas or any successor agency, 11) the term "proration unit" means any 
acreage designated as a drilling unit or production unit in accordance with the rules of the comm1ss1on (or any other 
governmental authority having Junsd1ct1on) or any unit formed by pooling as provided in this lease or otherwise, 111) the 
terms "commenced" and "commencement" mean the date when a well 1s spudded, and 1v) the terms "completed" and 
"completion" mean the date the initial potential test report 1s filed with the comm1ss1on, 1f a productive well, or the date the 
plugging report 1s filed with the comm1ss1on, 1f a dry hole Notwithstanding the partial termination of this lease, Lessee 
shall continue to have the rights of ingress and egress across all of the leased premises to and from lands that remain 
subJect to this lease, or lands pooled therewith , for the purposes described in paragraph 1 hereof, together with 
easements and rights of way for roads, pipelines, nowhnes and other fac1hlles on or across all of the leased premises for 
the exploration, development, production, gathering or transportation of oil, gas and other products from the lands still 
subJect to this lease or lands pooled therewith The sole hab1hty or penalty for the failure of Lessee to drill any well or 
wells required or permitted by this lease shall be the term1nat1on or partial termination of Lessee's rights under the lease 
as provided above 

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time, 1f any, saved 
between wells, beginn ing with the second well under the continuous drilling program If one well 1s commenced sooner 
than 180 days after the completion of the last preceding well, the portion of the prescribed 180 day period not used may 
be earned forward and added to the period between subsequent wells 

2 Amended Delay Rental Prov1s1on 

·As to any rentals that may be paid on :>r before the 1 11
, 2nd and 4111 anniversary date 

In the event that delay rentals are paid on or before the 2nd anniversary date (and after the 3rd anniversary date). they shall 
be payable in the amount of $862 96 

··except that if delay rentals are paid on or before the 3rd anniversary date (and after the 2nd anniversary date). the total 
rental paid shall be $51 ,777 46 

3. Notwithstanding anything herein to the contrary, Paragraph 5 (minimum royalty) and Paragraph 14 (shut-in 
royalty) refer to their computation to the delay rentals provided 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 
$1 . 725 92 Of such amount. $862 96 is payable to the owner of the soil as provided herein and $862 96 1s payable to the 
State of Texas as provided herein 

.. . . ...... ... 
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THESTATEOFTEXAS , M1xr1<icl 
COUNTY OF CULBERSON X I. Linda WMr Clerk or the County Court in and 
!orsafd County a~ St.a~o hereby certify that the foregoing ha tnieancl 'l .:ac~.'f°' \ d I .2!,j lJS LI A Sf d,1oo_t,._X"""1,..,tr""'-'· r_._l :..!c:J,__ __ _ 

;'.r(U lCY:D "''i,.,.""""f;nm,o!noolhl, l i~ tr,''~f\DJQJ)1JLV 
~et ' :1az1t.1111derClerk'sFileNo. 1:Jl ~) ,tobe 
reeordedfntbe c, \-\ tffS ReeordsofCulbersonCcunty, 
Tena. v 

\3 TO~~mpjm;handandoffic!~nHom,this 

...-:-, • r,) <::..-._b ·,c.~"'td_ ~n'f'L~u) LIND~.COUNTYCLERK 
By 7.r~ ~ ?•• p,ty, CULBERSON COUNTY, TEXAS. 
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General Land Office 
Rchnqu1shmcn1 Act Lease Form 
Revised, September 1997 

OIL AND L 

TIIIS AGREEMENT is made and entered into this 12th day of October, 2004, between the State of rexas, acting by and 
1hrough its agenL, Peggy K lton, a married woman dealing m her sole and separate property 
________ _ ___________ of P 0. Box 90 1, McCamey, Te~as 79.15~2.___ 

said agent 
(Give Permanent Address) 

herein referred to as the owner of the soil (whether one or more), and --':"::L:;:-::.,:,-.J"":"<'.:,l :;,.I "'='-'~'-::-:-,,.--------------
of_ m..w Y.,all, Suite 202 

--- ------------- ---=- ____ __.._M....,,idlnnd, Texas 79701 
(Give Permanent Address) 

heremafier called Lessee. 

I. GRANTING CLAU E For and in consideration of the amounts stated below and of lhe covenants and agreemen1s 
to be paid, kept and perfom1ed by Lessee under lh1s lease, the State of Texas acting by and through the owner of the soil, hereby 
grants, leases and lets unto Lessee, for the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe 
lines, bui lding tanks, storing oil and building power Stations, telephone lines and other Structures thereon, to produce, save, take care 
of, treat and transport said products of the lease, the following lands situated 10 Culberson County, State ofTexas, 10-v.ll 

hool Land urvcy 

Containing 3,878.50 acres, more or less. The bonus consideration paid for this lease 1s as follows 

To 1he tate of Texas: Forty-three Thousand One llundred Forty-seven and 88/ IO_Q---------
Dollars ($ 43, 147,88 ) 

To the owner of the soi l Forty-three Thousand One llundrcd Forty-seven nnd 88/100-------- -
Dollars ($ 43.147.88 ) 

Total bonus consideration: Etghty-sjx Thou.mrul Two Hundred Ninety-five and 761100--=.-_-_ -- -·----
Dollars ($ 86.295.76 _) 

The 1otal bonus consideration pa1d rcpre ents a bonus of Fifty and No/100-------------
Dollars ($ 50.00 ) per acre, on .Llll.21.5. net acres 

2 TERM. Subject to the other prov1S1ons 10 this lease, this lease shall be for a term of Five (5) years from this date 
(herein called primary term") and as long thercafier as oil and gas, or either of them, is produced in paying quantities from said land 
As used in this lease, the term "produced in paying quantit ies" means that the receipts from the sale or other authorized commercml 
use of the subsLance(s) covered exceed out of pocket opcra11onal expenses for the SI.>. months last past 

3. DELAY RENTALS. If no well ts commenced on the leased premises on or before one (I) year from this date, this 
lease shall terminate, unless on or before such anmversnry date Lessee shall pay or tender to the owner of the soil or to his credit tn the 

Bank, at _______ _ 
-----,-,,.----=-___,,..,....,,---:-:--,--------,-:• or its successors (which shall conunue as the depository regardless of changes in the 
ownership of said land), the amount specified below; tn addition, Lessee shall pay or tender to the COMMISSION ER OF Tl IE 
GENERAL LAND OFFICE OF Tl IE STA TE 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 privilege of deferring the commencement of a well for one (I) year from 
said date. Payments under this paragraph shall be m the following amounts· 

To the owner of the soil: Eight Hundred S1xrv-two and 96/100--
Dollars ($ 862.96 • l 

To the State ofTexas: Eight Hundred Sixty-two and 96/100 
Dollars ($ 862.96 • ) 

Total Rental: One Thousand Seven Hundred Six and 68/100---
Dollars (S 1,725.92 • • ) 

c·, • • Sec auached cxh1b11 " A " for Amended Delay Rental Provmon) 

.. . . r oe • •• • • • • . • • .. . . . . . . .. . • • • • • • . . . . . . • . . - 1 -... . . • • 



In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive 
periods of one (I) year each during the primary tenn. 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 paragraph (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 State 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 at the mouth 
of the well and also as all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or 
other equipment, as hereinafter provided, shall be 3/16ths 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 1) the 
highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of 
a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the 
general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that 
before any gas produced from the 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 conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and 
gaseous substances not defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with 
respect to gas processed in a plant for the extraction of gasoline, liquid hydrocarbons or other products) shall be 

3/16ths 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 gas processed in a gasoline plant or other plant for the recovery of gasoline or 
other liquid hydrocarbons shall be 3/16ths part of the residue gas and the liquid hydrocarbons extracted or the 
market value thereof, at 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 ( !00%) of the total plant production of residue gas attributable to gas produced from this lease, 
and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid 
hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons 
shall be fifty percent (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 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 selling price for the respective 
grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less 
than the royalties which would have been due hap 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 3/16ths part of the gross production of such products, or the market value thereof, at the option 
of 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 products are produced; whichever is the greater. . . 

5. MINIMUM ROY ALTY. 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 annual delay 
rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary 
date of this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year. 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. ROY AL 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·its royaJ.il!~~i~fl~haV not diminish or 

•• • • • •• • • • IF IT fJEARS~tr'* OF\1t~ F0JN1~EM~( 
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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. 

7. 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 
ioyalties on the gross value received, including any reimbursements for severance taxes 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 to process gas produced hereunder in any processing plant. Notwithstanding any other provision 
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 have been removed; 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 of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently 
provide that royalty on oil is due and must be received in the General Land Office on or before the 5th day of the second month 
succeeding the month of production, and royalty on gas is due and must be received in the General Land Office on or before the 15th 
day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other authorized 
agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposition of all 
oil and gas produced and the market value of the oil and gas, together with a copy of all documents, records or reports confirming the 
gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or 
memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a 
manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied 
by a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount 
of royalty being paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then 
Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late 
shall accrue a 11enalty ofl0% of the royalty due or $25.00 whichever 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 overdue. Affidavits and supporting 
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which 
is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or 
causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty 
in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the 
General Land Office with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall 
furnish said 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 received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the 
oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and 
pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the Attorney 
General, the Governor. or the representative of apy of them. 

(13) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the 
Commissioner of 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 Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to 
the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, 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 governmental 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 improvements 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 relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey 
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen (15) days after 
the making of said survey. 

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

12. DRILLING AND 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 and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

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 terminate if Lessee commences 
additional drilling or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and 
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty 
(60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect 
for so long as oil or gas is produced from the leased premises in paying quantities or payment of shut-in oil or gas well royalties or 
payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in 
the completion ofa well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking operations 
within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues 
drilling or reworking operations in good faith and in 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 $1,200 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 term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee c6mpletes a drilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (l/2) to the 
Commissioner of the General Land Office and one-half ( I /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 term of the lease for a period of one year from the end of 
the primary term, or from the first day of the rrionth follo,ving the month in which production ceased, and, after that, if no suitable 
production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one 
(I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. 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 continue to 
maintain the lease by paying the shut-in oil or gas royalty shall c~se, 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 (1/2) 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 thirty (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 terminate 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 hereoO, 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 therules 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 partial termination provisions hereof, the applicable field 
rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells 
for production purposes. this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion 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 easements and right-of-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 to and from the retained lands and for 
the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(ll) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or 
extended term it shall further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in 
each well located on acreage retained in Paragraph l 6(A) above, unless on or before two (2) years after the primary or extended term 
Lessee pays an amount equal to one-half (1/2) of the bonus originally paid as consideration for this lease (as specified on page I 
hereoO. If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed 
for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as 
practical, be in the form of a square with the well located in the center thereof, or such other shape as may be approved by the 
Commissioner of the General Land Office. Within thirty (30) days after partial termination of this lease as provided herein, Lessee 
shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record 
such release or releases within ninety (90) days 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-described 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, sublessee, receiver or other agent 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 completed 
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 ob:igation may subject this lea~e and the owner of the soil's agency rights to forfeiture. Only 
upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this 
paragraph. 

18. FORCE MAJEURE. If, 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. WARRANTY 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 royalties duet e owner of 
the soil. ~ · A C'::11TlflE!J CCPY 
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20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less 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 bears to the entire undivided 
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 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, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the 
undivided interest not leased an amount less than the value ofone-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 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 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, surrendered, or otherwise severed, so that 
payments determined on a per acre basis under the terms of this lease during the primary term shall be calculated based upon the 
number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres actually 
retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under 
this 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 livestock or irrigation purposes for watertlood operations without the prior consent of the owner of the soil. 

22. AUTHORJZED 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. PIPELINE 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. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to 
prevent pollution. Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of 
pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible 
for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits and 
tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. 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 ofoperations 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 wr:tten 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 paragraph and Paragraph 29 of this lease, the rights 
and estates of either party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be 
binding upon their heirs, dcvisees, legal representatives, successors and assigns. However, a change or division in ownership of the 
land, rentals, or royalties .will not enlarge the obligations of Les.ee, 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, devisees, 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 ratably, 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 peralties owed to the State by the original lessee or any prior as ignee of the 
lease, including any liabilities to the State for unpaid royalties. ,, crrr,w~ cosy • 
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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 by assignment without the prior wrinen approval of the Commissioner of the General Land 
Office, this lease is void as of the lime of assignment and the agency power of the owner may be forfeited by the Commissioner. An 
assignment will be treated as 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 paragraph 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 part 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 immediately prior to such surrender; however, such release 
will not relieve Lessee of any liabilities which may have a~crued under this lease prior to the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND 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 prescribed 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 duties 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 State, the 
owner of the soil is obligated to put the State's interests before his personal interests. 

32. FORFEITURE. 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 the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with 
rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Commission, or 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 information to the proper authority, or knowingly fail or refuse to furnish the General Land Office a 
correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and 
the assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to 
forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and 
when forfeited the area shall again be subject tq lease under the terms of the Relinquishment Act. However, nothing herein shall be 
construed as waiving the automatic termination of this le;1se by operation of law or by reason of any i,pecial limitation arising 
hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this 
lease and the rules and regulations that may be adopted relative hereto. 

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 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 lhe State, in addition to the lien provided by Texas Natural Resources 
Code 52.136 and any other applicable statutory lien, an express contractual lien on and security interest in all leased minerals in and 
extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with 
the production or processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become 
due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court 
proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon 
the above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this 
representation is not true, then the Commissioner may declare this lease forfeited as provided herein. L 
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34 POOLING Lessee 1s hereby granted the right to pool or un111ze the royalty interest of the owner of the soil under 
this lease with any other leasehold or mineral interest for the exploration, development and production of oil or gas or enher of them 
upon the same tenns as shall be approved by the chool Land Board and the Comm1ss1oner of the General I and Office for the pooling 
or un1t121ng of the interest of the late under this lease pursuant to Texas Natural Resources Code 52. 151 -52 153 The owner of the 
soil agrees that the inclusion of this prov1s1on in 1h1s lease satisfies the execution requirements stated m Texas Nat urn I Resources Code 
52 I 'i2 

35 INDI· MNITY Lessee hereb} releases and discharges the State of T cxas 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 act ions and causes of action of every nature. or other harm. including environmental harm, for which recovery of damages 1s 
sought, including, but not hm1tcd 10, all losses and e,penses which are caused by the act1v1t1es of Lessee. its officers, employees. and 
agents arising out of. incidental to, or resulting from, the operations of or for I .essee on the leased premises hereunder, or that m.t} 
arise out of or be occasioned by Lessee's breach of any of the terms or prov1s1ons of this Agreement, or by any other negligent or 
strictly liable act or om, s1on of Lessee Further, Lessee hereby agrees to be liable for, e,onerate, indemnify, defend and hold 
harmless the State of re,as and the owner of the soil, their officers, employees and agents, their successor-5 or assigns, against any and 
all claims, hab1h11es, losses, damages, actions, personal mJury (including death). costs and expenses, or other harm for "Which recovery 
of damages 1s sought, under any theory including tort, contract, or strict hab1hty, including attorneys' fees and other legal e,penscs 
includmg those related to cnv1ronmen1al hazards, on the leased premises or in any way related to Lessee's failure 10 comply with any 
and all environmental lav,s, those arising from or m any way related to Lessee's operations or any other of I essec's act1v1t1e'> on the 
leased premises; those arising from Lec;sec's use of the surface of the leased premises. and those 1hn1 may arise out of or be 01;cas1oned 
by Lessee's breach of any of the terms or prov1s1ons of tlw Agreement or an} other act or omission uf I cssce, 1h director ... officer.,, 
employees, partners, agents, contractors. subcontractors. guests. invitees, and their respective successors and assigns l ach assignee 
of this Agreement, or an interest therem, agrees 10 be liable for, exonerate, indemnify, defend and hold harmless the State of Texas 
and the owner of the soil, 1he1r officers, employees, and agents in the same manner provided above in connection with the ac11v1t1es of 
Lessee, its officers, employees, and agents as described above. PT OTII RW I · PR L IM I ED II · R • I , 
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37 APPL ICABLF LAW This lease 1s issued under the prov1s1ons of Texas Natural Re~ources Code 52 171 through 
52 I 90, commonly known ac; the Relinquishment Act, and other applicable s1a1utes and amendments thereto, and if any prov1s1on m 
this lease docs not conform to these statutes, the statutes will prevail over any nonconforming lease prov1s1ons. 

38 LXf-.CUTION This oil and gos lease must be signed and acl..nowledged by the Lessee before 1t 1'1 filed of record in 

the county records and in the General Land Office of the State of Texas Once the filing requirements found in Paragraph 39 of this 
leao;c hove been satisfied, the effective date of this lease shall be the date found on Page I 
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39. LEASE FILING Pursuant to Chapter 9 of the 1 cxas Bus111ess and Commerce Code, this lea!.e must be filed of 
record in the office of the County Clerk in any county rn which all or any part of the lea<;ed premises 1s located, and cenified copies 
thereof must be fil ed 111 the General Land Office. 1 his lease is not effective until a cenified copy of th is lease (which is made and 
certified by l11e County Clerk from his records) 1s filed in the General Land Office 111 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 cons1dcra11on paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such cenified copy to the General 
J.:and Office. 

40. See auached Exhibll "A" for addi tional prov1s1ons 

'I AX IDNO. 

DATE: j}-)-t'U 

T r · FT XA (I DI JO LA KNO\ LEOG 1£ T) 

T OF IIDL D 

Before me. the undersigned authority, on this day personally appeared lny .Joho~on known to me to he the person who. e name is \Ubscnbcd to 
the foregoing instrument, and acknowledged to me that they executed the samelJr; the purposes and cons1dernt1on thercm e,prcsscd q'Kl . 

Given under my hand and scol of office th,~ the doy of eN\. ~ . 200·1 

T T~OF T EXA 

·o TY F 

MK BrHuel 
Notary Public, State of Texa 

My Commission Expirea: 
October 11, 2001 

(I DI ID L KNO\ LEDCM T) 

Before me. the undersigned authority, on this dny personally appeared Pl'!!l!Y Kelton, n mnrricd woman den line in her olc and . cr111rate 
f!£9PCrl y 1,.nown 10 me to be the person whose nnmc 1s subscribed to the foregoing instrument, nnd ocknowlcdgcd to me that they e"ecuted the same for 
1he purpo~s and cons1dera11on 1hcrcm expressed 

Given under my hand nnd scnl of office this the . . ~ .. I SHERI STEPHENS 
Notary Public, Stole of T ._.o, 

My Commlu lon hplro, 5-2~200., 

,.., ;di; 

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

EXHIBIT"A" 

A TI ACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED OCTOBER 12, 2004, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 
THROUGH ITS AGENT, PEGGY KELTON, AS LESSOR, AND CLAY JOHNSON, AS LESSEE 

1. If, at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or 
within 180 days prior to the expiration of the primary term lessee has completed a well as a dry hole or commenced a 
well on the leased premises or lands pooled therewith, or Lessee is then engaged in operations on the leased premises or 
lands pooled therewith, Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary 
term or within 180 days after completion of such well or the cessation of such operations, whichever is the later date; and 
thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration 
units have been drilled, allowing not more than 180 days to elapse between the completion of one well and the 
commencement of the succeeding well. Should lessee fail to begin the continuous drilling program or subsequently 
default in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, save and 
except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 
1 OD feet below the total depth drilled in any such proration unit. As used in this paragraph: i) the term "commission" 
means the Railroad Commission of the State of Texas or any successor agency, ii) the term "proration unit'' means any 
acreage designated as a drilling unit or production unit in accordance with the rules of the commission (or any other 
governmental authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the 
terms "commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and 
"completion" mean the date the initial potential test report is filed with the commission, if a productive well, or the date the 
plugging report is filed with the commission, if a dry hole. Notwithstanding the partial termination of this lease, Lessee 
shall continue to have the rights of ingress and egress across all of the leased premises to and from lands that remain 
subject to this lease. or lands pooled therewith, for the purposes described in paragraph 1 hereof, together with 
easements and rights of way for roads, pipelines, flowlines and other facilities on or across all of the leased premises for 
the exploration, development, production, gathering or transportation of oil, gas and other products from the lands still 
subject to this lease or lands pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or 
wells required or permitted by this lease shall be the termination or partial termination of Lessee's rights under the lease 
as provided above. 

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time, if any, saved 
between wells, beginning with the second well under the continuous drilling program. If one well is commenced sooner 
than 180 days after the completion of the last preceding well, the portion of the prescribed 180 day period not used may 
be carried forward and added to the period between subsequent wells. 

2. Amended Delay Rental Provision: 

*As to any rentals that may be ~aid on or before the 111
, 2"" and 4111 anniversary date. 

In the event that delay rentals are paid on or before the 2"" anniversary date (and after the 3"' anniversary date), they shall 
be payable in the amount of $862.96. 

**Except that if delay rentals are paid on or before the 3"' anniversary date (and after the 2"" anniversary date). the total 
rental paid shall be $51,777.46. 

• 
3. Notwithstanding anything herein to the contrary, Paragraph 5 (minimum royalty) and Paragraph 14 (shut-in 

royalty) refer to their computation to the delay rentals provided 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 
$1,725.92. Of such amount, $862.96 is payable to the owner of the soil as provided herein and $862.96 is payable to the 
State of Texas as provided herein . 

•• • • • • • • • ••••• • • • •••• 

• •a• • • • • • • • • • • • • • • 

• •• • • • • • • • 
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'TEXAS GENERAL LAND OFFICE 

August 16, 2005 

Attn: Mary Kay Brasuel 
Clay Johnson Oil & Gas Properties, Inc. 
203 West Wall, Suite 202 
Midland, Texas 79701 

Re: RELINQUISHMENT ACT LEASE No. M-104876 
3,878.50 acres out of Secs. 22, 24, 28, 31, 32 & 44, 
Bllc. 42, PSL, Culberson County, Texas 

Dear Ms. Brasuel: 

JERRY PATTERSON, COMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under mineral file number M-104876. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$86,420. 76, has been applied as the state's portion of the cash bonus 
$86,295.76, along with a processing and filing fee in the amount of$125.00. Please let me know if 
you should have any questions. 

Sincerely, 

~~o-{ 
Drew Reid ~ ~ .-
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

Stephen F. Austin Building• 1700 North Congress Avenue• Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc.tx.us 





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

THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERM:, Of THE INSTRUMfNT R£FERREO TO WH(R[IN YOU ARE l'I_M4EO DEPOSITORY 

WHEr SIGNED, PLEASE MAIL TO: 

ENCANA 
~ 

EnCana 011 & Gas (USA) Inc. 

RENTAL RECEIPT/ 
SHUT IN RECEIPT 

CITIBANK. DELAWARE 
One Pr,u w.., 
Now Ca•• .. 0( 111;20 

Page 1 of 1 

COUNTY 

CULBERSON 

370 17th StreeL Sulle 1700 (303) 623-2300 
Denver CO 80202 

STATE 

TEXAS 

LEASE RECORDS ACCOUNT 

RECORDED-BOOK PAGE 

84-603 

DATE Sop-12-2005 

DATE OF LEASE 

10/12/04 

MONTHS 

12 

NO 684231 

RENT Al PERIOD 

FROM 

10/12/05 

TO 

10/12/06 

J 
LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

871931.001 PEGGY Y.ELTON, AGEtn' 

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 
'MilCH IS IN FULL SETTLEMENT OF RENTAUSHUT IN OU( PARTY 
NAMED COVERING OUR INTEREST IN OIL ANO GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

•• DELAY RENTALS 
Texas General Land OCC1ce 
Stephen r. Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 7870114qS 

TRACT 
43929 
BLOCK 42, PUBLIC SCHOOL LANO SURVEY 
SECTION 22: ALL SECTION 24: ALL 
SECTION 28: ALL SECTION 31: ALL 
SECTION 44: ALL 
···More Tracts On Lease··· 

• . . 
•• • . . ... 

' $862.96 

RECEIVED ON 20 

THE AMOUNT SHOWN ABO~ 

NAME OF BANK. CORPORATION OR INOMDUAL 

UY 

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 

$862.96 

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



PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW PLEA:;E DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 
DATE., SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RCCEIVE IT. 

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

1WHE SIGNED, PLEASE MAIL TO: 
I 

ENCANA 
~ 

EnCana 011 & Gas (USA) Inc. 

RENTAL RECEIPT/ 
SHUT IN RECEIPT 

CITIBANK, DEi.AWARE 
One Pem1 Wly 
N...., Ceaue OE 111720 

Page 1 or 1 

COUNTY 

CULBERSON 

370 17th Street. Suite 1700 (303) 623-2300 
Denver CO 80202 

STATE 

TEXAS 

LEASE RECORDS ACCOUNT 

RECORDED-BOOK PAGE 

84 · 583 

DATE Sep-12-2005 

DATE OF LEASE MONTHS 

10/12/04 12 

NO 684232 

RENTAL PERIOD 

FROM 

10/12/05 

TO 

10/12/06 

LEASE NUMBER ORIGINAL LESSOR ID(NTIFICATION OR LCASC SERIAL NUMBER PA\ E.AACTL Y 

8719) 1. 002 TOMMIE BENGE, AGENT 

PAY TO THE 
ORDER OF 

Texas General Land Office 
Stephen F Austin Bldg 
1700 N Congress Ave 
Austin, TX, 787011 495. United States 

!)1- /Dc..187~ 
RECEIPT IS HEREBY ACKNOIM..EDGED OF THE AMOUNT STATED 
~ICH IS IN FULL SffilEMENT OF RENTAL/SHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL ANO GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

'• DELAY RENTALS 
Texas General Land Ot t1 cc 
Stephen F. Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 787011495 

TRACT 
4 3929 
BLOCK 42, PUBLIC SCHOOL LANO SURVEY 
SECTION 22: ALL SECTION 24: ALL 
SECTION 28: ALL SECTION 31: ALL 
SECTION 44: ALL 
•••More Tracts On Lease••• 

. . . . 
• . .. . 

• • ... . 

J. $862.96 

RECEIVED ON \ 20 

THE AMOUNT SHOWot ABOVE 

:v@. rn Cf[J;:.J 
NAME OF BANK CORPORATION OR INOIVlDUAl 

BY 

PAYEE WLL PLEASE DATE SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FUlL NAME AND TITLE 

RENTAL AMOUNT BANK 

$862.96 

l d-\ 

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



6· 
I 

• 'trly E. Patterson, CQmmlasioner 

By .C::::: 

•• ••• • •• • , . 
• • • • • • •• • • • • • • • • • • • • • •• • • • • •• • • • • • • • ••• 



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

THIS PAYMENT IS MADE IN A MANNER TQ CONFORM TO THE T[RMS Of THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY 

• WHEN SIGNED, PLEASE MAIL TO: / 

EnCana 011 & Gas (USA) Inc. V 
370 17th Street. Suite 1700 (303) 623-2300 
Denver CO 80202 

RENTA L RECEIPT/ 
SHUT IN RECEIPT 

DATE 

LEASE RECORDS ACCOUNT 

CITIBANK, DELAWARE 
One Penn·, Way 
N- Casti. OE 1 g720 

Se p-11-2006 

Page 1 or 1 

NO 174373 

COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS 

RENTAL PERIOD 

FROM TO 

CULBERSON TEXAS 84·583 10 / 12/ 04 12 10 / 12/ 06 10/ 12/ 07 

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

871931.002 TOMMIE BENGE, AGENT 

PAY TO THE 
ORDER OF 

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

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETTlEMFNT OF RENTALJSHUT IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL ANO GAS 
LEASE DESCRIBED HEREIN 

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

TO BE CRED I TED TO 

• • ::Jf:LAY RENTALS • * 
M l t'l I 

eJni.e Gener 1 Land Office 
Stephen F Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 787011495 

TRACT 
43929 
BLOCK 42, PUBLIC SCHOOL LAND SURVEY 
SECTION 22 : ALL SECTION 24: ALL 
SECTION 28 : ALL SECTION 31 : ALL 
SECTION 44 : ALL 
• • •More Tracts On Lease ••• 

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

YOUR COPY 

$862.96 

RECEIVED ON 20 
THE AMOUNT SHOIIIIN 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 

x $862.96 

( 2-\ 



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

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

.. WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ CITIBANK, DELAWARE 

E CANA EnCana 011 & Gas (USA) Inc. Y' SHUT IN RECEIPT ~ ~=~ ~? 19720 

Page 1 of 1 

, ~ 370 17th StreeL Suite 1700 (303) 623-2300 
Denver, CO 80202 

COUNTY STATE 

CULBERSON TEXAS 

LEASE RECORDS ACCOUNT 

RECORDED BOOK PAGE 

84 - 60 3 

DATE Sop-11 -2006 

DAT[ OF LEASE MONTHS 

10/ 12/04 12 

NO 

RENTAL PERIOD 

FROM 

10/ 12 / 06 

174374 

TO 

10/ 12/ 0 7 

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

871931 001 PEGGY KELTON, AGENT 

PAY TO THE 
ORDER OF 

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

RECEIPT IS HEREBY ACKNO'M.EOGED or THE AMOUNT STATED 
WHICH IS IN FULL SETTLEMENT or RENTAUSHUT IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

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

TO BE CREDITED TO 

•• DELAY RENTALS 
M l l R r 
ex B General Land Office 

Stephen F Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 787011495 

TRACT 
43929 
BLOCK 42, PUBLIC SCHOOL LAND SURVEY 
SECTION 22 : ALL SECTION 24 : ALL 
SECTION 28 : ALL SECTION 31 · ALL 
SECTION 44 : ALL 
• ••More Tracts On Lease••• 

... . .. • • • • • . . . . 
• • • • • • . • • . ., 
• • • 

YOUR COPY 

$862.96 

RECEIVED ON 20 
THE AMOUNT SHOVIIN ABOVE 

NAME OF SANK. CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OfflCERS SIGNING FOR CORPORATIONS 'Mll 
PLEASE: GIVE FULL NAME: AND TlnE 

RENTAL AMOUNT BANK 

$862 . 96 

( 1-.\ 



File Jl; Y 
1
/D y?S"J V7 

RENTIAL PAYMEN'T5 

Date Filed: __ q_/W/'-_..._
1
tJ __ fi __ _ 

By ~~E. Patterson, Commissioner 

•• • •• • • • • • • 

•••••• • • • • • • • • • • • • 

• • • • • • • • • • • 

6~ 

• • • •• •• • •• 
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW PLEASE Of POSIT AMOUNT OF CH[CK TO Tit[ CREDIT or PARTY OR PARTIES NAMCO 
DATI:. SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT. 

THIS PAYMENT IS MAOE IN A MANNER TO,lt)NFORM TO THE TERM , Of THE IN ,TRUME.NT REFERRED TO WHCREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: / RENTA L RECEIPT/ Cll18ANK,DELAWARE Page 1 of 1 
OnePem'aWa, 

• CANA EnCana 011 & Gas (USA) Inc. SHUT IN RECEIPT N,..,.ce 1e 01:: 19720 
~ 370 17th Street. S u,te 1700 (303) 623-2300 

Denver, CO 60202 DATE Sop-10-2007 NO 294501 

LEASE RECORDS ACCOUNT 

COUNTY STATE RECORDED BOOK PAGE 

CULBERSON TEXAS 84 · 583 

DATE OF LEASE MONTHS 

10/ 12 / 04 24 

RENTAL PERIOD 

FROM 

10/ 12/07 

TO 

10/ 12/ 09 

LEASE NUMBER ORIGINAL LESSOR IO[NTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

871931. 002 TOMMIE BENGE, AGENT 

PAY TO THE 
ORDER OF 

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

RECEIPT IS HEREBY ACKNOW..EOGEO OF THE AMOUNT STATED 
w-ilCH IS IN FULL SETIL(MENT OF RENTAUSHUT IN DUE PARTY 
NAMED COVERING OUR INTEREST IN Oil ANO GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

M- 104876 
)RD YR PYMT 

• • DELAY RENTALS • • 

Texas General Land Office 
Stephen F Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 78701149 5 

TRACT 
43929 
BLOCK 4 2, PUBLIC SCHOOL LAND SURVEY 
SECTION 22 : ALL SECTION 24: ALL 
SECTION 28: ALL SECTION 31 : ALL 
SECTION 44 : ALL 
·••·More Tracts On Lease ••• 

. 
• • • • • • . • • ... • 

$25,888 75 

RECEIVED ON I 20 
THI: AMOUNT '"HOIMI ABOVE 

NAME OF BANK. CORPORATION OR INOMDUAL 

BY 

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

RENTAL AMOUNT BANK 

$25,888 75 

• • ••• • • . . 
• •• •• . . . • • . . . • . .. . . 
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW PLEM>E DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 
DATE, SIGN ANO RET\JRN THIS RECEIPT ON THE DAY YOU RECEIVE IT 

THIS PAYMENT IS MADE IN A MANNER TOGONFORM TO THE TfRM > 01 THf IN HRUM NT RHERR[O TO WH(R(IN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: / 

EN A EnCana 011 & Gas (USA) Inc. 

RENTAL RECEIPT/ 
SHUT IN RECEIPT 

CITIBANK, DELAWARE 
One p....,. Way 
N-CaO! Dr 111" ") 

Page 1 of 1 

~ 370 17th Street Su,te 1700 (303) 823-2300 
Denver, CO 80202 

COUNTY STATE 

CULBERSON TEXAS 

LEASE RECORDS ACCOUNT 

RECOROEO 8001( PAGE 

84-603 

DATE Sop-10-2007 

DA TE Of LEASE MONTHS 

10/12/04 24 

NO 294500 

RENTAL PERIOO 

FROM 

10/12/07 

TO 

10/12/09 

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEAS[ SERIAL NUMBER 

871931.001 PEGGY >'ELTON, AGENT 

PAY TOTllE 
ORDER Or 

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

RECEIPT 15 HEREBY ACKNO'M.EOGEO OF THE AMOUNT STATED 
IMllClt 15 IN FULL SETnEMENT Of RENTALJSHUT·IN DUE PARTY 
NAMEO COVERING OUR INTEREST IN OIL ANO GAS 
LEASE; DESCRIBED HEREIN 

TO BE CREDITED TO 

M-104876 
3RD YR PYMT 

• • DELAY RENTALS • • 

Texas General Land Office 
Scephen F Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 787011195 

TRACT 
43929 
BLOCK 42, PUBLIC SCHOOL LAND SURVEY 
SECTION 22: ALL SECTION 21: ALL 
SECTION 28: ALL SECTION 31: ALL 
SECTION 44 : ALL 
••• More Trncts On Lease• •• 

COPY 

. . . . . 
• • • . . . 

• • . ••• . . 

RECEIVED ON 
THE AMOUNT SHO'NN ABOVE 

NAME OF' BANK. CORPORATION OR INDMOUAL 

BY 

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

RENTAL AMOUNT BANK 

$25,888.75 

.. ... . . . • • • • • • .. . . . . 
• . • . . ... • 
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PAYMENT IS MAO£ UNDER INSTRUMENT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 
DATE, SIGN AND RETURN THIS RECEIPT ON THE 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 

Wl- !=N SIGNED, PLEASE MAIL TO: v 
• A EnCana 011 & Gas (USA) Inc . 

RENTAL RECEIPT/ 
SHUT IN RECEIPT 

CITIBANK. DELAWARE 
One p....,·, Way 
New Castle OE 19720 

Page 1 or 1 

.......---,.... 370 17th Street Suite 1700 (303) 823-2300 
Denver. CO 80202 

COUNTY STATE 

CULBERSON TEXAS 

LEASE RECOllOS ACCOUNT 

RECORDED BOOK PAGE 

84-603 

DATE Sep-08-2008 

DA TE OF LEASE MONTHS 

10/12/04 12 

NO 41 5673 

RENTAL PERIOD 

FROM 

10/12/08 

TO 

10/12/09 

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERlAI. NUMBER PAY TLY 

871931 . 001 PEGGY KELTON, AGENI' 

PAY TO THE 
ORDER OF 

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

RECEIPT IS HEREBY ACKNOYlt\.EOGEO OF THE AMOUNT STATED 
WHICH IS IN FULL SEffiEMENT OF RENTAI.JSHUT,IN DUE PARTY 
NAM[O COVLRING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

• ' DELAY RENTALS 
l f 
!:1-Ce_n_e_r_a~l- Land Of f ice 

Stephen F Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 787011495 

TRACT 
43929 
BLOCK 42, PUBLIC SCHOOL LAND SURVEY 
SECTION 22 : ALL SECTION 24 , ALL 
SECTION 28 : ALL SECTION 31 , ALL 
SECTION 44 : ALL 
•·•More Tracts On Lease• •• 

$862.96 

RECEIVED ON 20 

THE AMOUNT HO°"""" ABOVE 

NAME OF BANK CORPORATION OR INDMOUAL 

BY 

PAYEE \NILL PLEASE DATE SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS \Nill 
PLl::ASE GM FULL NAME ANO TITLI: 

RENTAL AMOUNT 

$862 . 96 

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

.. 
• . . . 



PAYMENT IS MADE UNDER INSTRUMENT OEC\CRIBEO BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 
DATE. SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT. 

THIS PA'™ NT 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: . I RENTAL RECEIPT/ 
SHUT IN RECEIPT 

CITIBANK. DELAWARE 
Doe Penn·, w.y Page 1 of 1 

EN A. ....--,........ 

COUNTY 

CULBERSON 

EnCana 011 & Gas (USA) Inc • 
370 17th Street. Suite 1700 (303) 823-2300 
Denver CO 80202 

STATE 

TEXAS 

LEASE RECORDS ACCOUNT 

RECORDED BOOK PAGE 

84 - 583 

N- Cattle OE 19720 

DATE Sep-08-2008 

DA TE OF LEASE MONTHS 

10/12 / 04 12 

NO 415674 

RENTAL PERIOD 

FROM 

10/12/08 

TO 

LEASE NUMBER 

871931.002 

ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

TOMMIE BENGE, AGENT $862.96 

PAY TO THE 
ORDER OF 

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

RECEIPT IS HEREBY ACKNOv.\.EOGEO OF THE AMOUNT STATED 
~ICH IS IN FULL SETTLEMENT OF RENTAL/SHUT IN DUE PARTY 
NAMtO CO\ICRING OUR INTERCST IN Oil AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

t-~l.i!,,·~~ .ene Land Office 
Stephen F Austin Bldg 
1700 N Congress Ave 
Austin, TEXAS 787011195 

TRACT 
43929 
BLOCK 42, PUBLIC SCHOOL LAND SURVEY 
SECTION 22: ALL SECTION 24 : ALL 
SECTION 28: ALL SECTION 31: ALL 
SECTION 44: ALL 
• • •More Tracts On Lease ••• 

• • . • . . • 

RECEIVED ON 20 
THC AMOUNT SHOVVN ABOVE 

NAME OF BANK. CORPORATION OR INOMOUAL 

BY 

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

RENTAL AMOUNT 

$862 . 96 

• • • •• . . . , • • • 
~ • • . • •• . .. . . • . • • • . • . • . ••• . 



9. 
File No. ME: IO<f:07 l.( 

RENTAL PAYMEN I 

Date Filed: <:8 f ,ol oe 
Jerry E. Patterson, Commissioner 

By~~~~.c::c:..~~~~~~~ 

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


