
# LeaseDate 
-----------

A Apr 18 2005 
B Apr 08 2005 
c Apr 08 2005 
0 Apr 25 2005 

Rentals ~~ 
Lease _(J / 
Admin : -'_)lV 

Mineral~ 
Maps : 

0~ 

Acres Status 
-------- -------

140 . 00 ACTIVE 
70 . 00 ACTIVE 
56 . 00 ACTIVE 
14.00 ACTIVE 

I 

STATE LEASE 

CONTROL 

07-108701 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/ TRACT: 
PART 
ACRES 
DEPTH LIMITS 

LESSEE 
LEASE DATE 
PRIMARY TERM 
BONUS ($) 

RENTAL ($) 

ROYALTY 
VAR ROYALTY 

MF105269 

BASEFILE 

91353 

T & P RY CO 
56 
02S 
28 

COUNTY 

REEVES 

&ttJ/4, 5W/4 1\! 6./4.~ W }"Z. >E /4 
280 . 00 
NO 

TIERRA EXPLORATION INC 
Apr 18 2005 
3 yrs 
0 . 00 
1.00 
0 .12500000 

/ 195 

9 
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I. memo re: fYlct 



Mr. Drew Reid 
Texas General Land Office 
1700 North Congress A venue 
Austin, Texas 7870 1-1495 

TIERRA EXPLORATION, INC. 
P. 0 . Box 56 

Midland, Texas 79702 

Phone: 432-682-1005 

Apri l 28, 2005 

RE: SW/4, SW/4NE/4, W/2SE/4 
Section 28 , Township 2, Block 56, 
T&P Ry. Co. Survey, 
Reeves County, Texas 
containing 280 acres, more or less 

Dear Mr. Reid: 

..) 

Per our conversat ion o f April 18, 2005, please find enclosed copies of three fully executed GLO Oil 
and Gas Leases covering the captioned acreage which are submitted for review by your office. 
These leases from Bank of America, N.A., Tmstee, under the Will of Roberta M . Regan, Gretchen 
C. Northrup Foundation, c/o Trinity University and Trinity Universi ty represent ninety- five percent 
(95%) of the Surface Ownership for this acreage. The remainjng five percent (5%) of the surface 
acreage is owned by Sunshine Cottage School for Deaf Children, who has agreed to lease as agent 
for the State of Texas at the same basis as Bank of America, N.A. and Trinity University . We wi ll 
forward a copy of the ful ly executed "Sunshine Cottage" lease to you as soon as it ' s received. Per 
my vo ice mail to you of April 15, 2005, terms agreed to for these leases are as follows: 

Bonus : 
Royalty: 
Term: 
Delay Rentals: 
Shut-In Royalties: 

Special P rovisions: 

$150.00 per acre 
One-Fourth (1 /4) 
Three Years 
$5.00 per acre per year 
See Paragraph 14 of the GLO 
Lease Form 
Bank of America Surface Addendum 
GLO Current Lease Form 

For your easy reference, I have included with these lease documents, a copy of our Mineral and 
Surface Interest Takeoff of Febmary 17, 2005 covering the captioned acreage. The Assignee for 
these leases and operator for this project wi ll be Carmony Exploration , LLC of Denver, Colorado . 

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



· Mr. Drew Reid 
April 28, 2005 
Page2 

Thank you for your consideration m thjs matter. Please advise of any additional infom1ation 
needed. 

RLJr./lz 

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

••• • • • • • • • 

•• • • • • • • •• 

Sincerely, 

Ralph Lea, 
President 



SW/4, SW/4NE/4, W/2SE/4 
Section 28, Township 2, Block 56, 
T & P Ry. Co. Survey 
Reeves County, Texas 
containing 280.00 acres, more or less 

OWNER 
Commissioner of the General Land 
Office of the State ofTexas 
1700 North Congress Avenue 
Austin, Texas 78701-1495 
Phone: 512-463-5001 

Total 

RALPH LEA, JR., CPL 
P. 0. Box 56 

Midland, Texas 79702 

Phone: 432-682-1005 

February 17, 2005 

MINERAL INTEREST 

FRACTIONAL 
INTEREST 

8/8 
(1.0000000) 

1.0000000 

SURFACE ESTATE 

NET 
ACRES 
280.0000 

280.0000 

(and Agency Rights for the State ofTexas on OGLs) 

OWNER 
Bank of America, NA 
Trustee under the Will of 
Roberta M. Regan 
P. 0. Box 830308 
Dallas, Texas 75283-0308 
Phone: 214-209-2320 

Gretchen C. Northrup Foundation 
c/o Trinity University 
Business Office Endowments 
One Trinity Place 
San Antonio, Texas 78212-7200 
Phone: 210-999-8415 

Page I of2 
MTO & Surface Est. , 280 Ac. Scc.28, Reeves Co.,TX :<-17-05 

FRACTIONAL 
INTEREST 

NET 
ACRES 

1/2 140 . 0000 
( .5000000) 

1/4 
( .2500000) 

••• • . . . ··: .. : : .· .. : ..... . 
• 

70.0000 

•• • • • • • • ••• 

•• • 

STATUS. 
Open 

STATUS. 
Open 

Open 



FRACTIONAL NET 
OWNER INTEREST ACRES STATUS. 

Trinity University 80% of 1/4 56.0000 Open 
Business Office Endowments ( .2000000) 
One Trinity P lace 
San Anton io, Texas 782 12-7200 
Phone: 210-999-8415 

Sunshine Cottage School fo r Deaf Children 20% of 1/4 14.0000 Open 
I 03 Tuleta ( .0500000) 
San Antonio, Texas 782 12 
Phone: 2 1 0-824-05 79 

Total 1.0000000 280.0000 

COMMENTS TO TITLE 

I . The State of Texas owns All of the M inerals under this tract of land and must approve all Oil and 
Gas Leases covering this acreage. The above shown Surface Estate Owners act as Agents for the 
State ofTexas with authority to execute Oil and Gas Leases on behalf of the State of Texas. aid 
Surface Estate owners receive one-half of the bonus, rental and royalty consideration fo r these 
leases. Al l acreage so leased is on a General Land Office - Relinquishment Act Lease Form. r 
have attached a copy of such a lease form for your review. 

2. The above ownership is based on the records of Ell iot and Waldron Abstract Company of Pecos, 
Texas as posted through February 1, 2005 and the records of the Reeves County Clerk. 

3. No search was perfonned on thi s property for Mortgages, Liens, Abstracts of Judgment, Federal 
or S tate Tax L iens or Production Payments burdeni ng the above shown ownership. Please 
advise if such information becomes necessary. 

Page2of2 
MTO & Surface Est., 280 Ac. Scc.28, Reeves Co.;rx 2-17-05 

•• • • • • • •• . . . . 
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. 
Transactim # 4648 Gaologist: R. Widmayer 

LB8S11': Bank of America, NA, Trustee under the Will of Roberta M. Leaso Data: 4/18/2005 lJI: 0 

LBSS88: Tierra Exploration , Inc. 

lfASE IISCRFTIIIN 

CDIIIty 
REEVES 

TERMSDfHRm 

Prinary T ll'nt 

Boms/Acro: 

Rootat Aero: 

Royalty: 

CIMPARJSIIS 

Mf# 

MF101167 

MF103415 

~ 

3 years 

L_ 

I 

1/4 

Lossoo 

PIN# 
07-1 08701 

~ 

$150.00 

$5.00 

Kimlar Oil Co., Inc. 

[Chaparral Texas, L.P. 

hA 

A eros: 280 

Baso Fim No Pll't Sec. Blodt Twp Survoy 
91353 SW/4, S 28 56 02S T & PRY CO 

TERMS RECIMMEIIIII 

Prinary Torm 3 years 

lknls/Acro L_ $150.00 

Roo tal/ Aero I $5.00 

Royalty 1/4 

Datu Torm Bmus/Ac. Roo tal/ A c. Royalty 

4/10/2000 2 years $100.00 $1.00 1/4 

10/1/2003 3 years $50.00 $1.00 3/16 

7 fojocf ¥- !J..~CO /.Jro ;gz 

CIIIIIIOIItS: Also: Gretchen C. Northrup Foundation with 70 acres and Trinity University with 56 acres and Sunshine 
Cottage School For Deaf Children with 14 acres. 

A~vod: _____ _ 

Dlstn:o 

Abst# 
2214 

Lastleaso 

Adjacent East 

2 Miles NE 

2 Miles NW 



HAL REVIEW SHEH 

Tr~~~Sa:till # 4648 GIIOOjst: R. Widmayer 

Bank of America, NA, Trustee under the Will of Roberta M. LBasa Data: 4/18/2005 

Tierra Exploration, Inc. Acres: 280 

lfAIE IIICftllml 

CIUity Rasa Filo No Part Soc. lllodt Twp SUrvoy 

Ul: D 

REEVES tJ7 .. /(!!)f7o/ 91353 SW/4, SW/4NE/4, WI 28 56 02S T & PRY CO 

{,({'17 A=. . ( -z.vo.o) 

TERMIIFHRED TERMIREC....U 

Prtnlry T ll'llt 3 years ~ Prmrylorm 3 years 

llcnls/ Aa-a: [_ $1 50.00 BcnJs/ Acre $150.00 

Rllltal Acra: r $5.00 Rlllta' Acre I $5.00 

Roy~: 1/4 Roymty 1/4 

WIIARIMI 

Mf# LBss8o Datu Torm Boous/Ac. Rill tal Ac. Roy~ 

MF1011 67 Kimlar Oil Co. 4/10/2000 6 month $100.00 $1 .00 1/4 

MF10341 5 Chaparral Texas, L.P. 10/1/2003 3 years $50.00 $1.00 3/16 

I Pe.v, d'"") (Y) c.. Cct be. 'I~ 

CIIIIIBits: Also: Gretchen C. Northrup Foundation with 70 acres and Trinity University with 56 acres. 

Monday, May 09, 2005 

lbtal:o 

Abst# 
2214 

LastLBasa 

Adjacent East 

2 Miles NE 

2Miles N~ 



RELl ~}J~HMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 09-May-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Tierra Exploration, Inc. 

Prim. Term: 3 years Bonus/Acre 

Royalty: 114 RentaVAcre 

Consideration 

County: 

$ 150.00 

$5.00 

Recommended:~~ 
Not Recommended: 

Date: S· .5 · 0 ~ 

----

REEVES 

Comments: Also: Gretchen C. Northrup Foundation with 70 acres and Trinity University with 56 acres. 

~easeFonn 
Recommended: fvo \.\ 
Not Recommended: - ---
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: ~L 
Not Recommended: ----

sel 

Recommended: 
----Af-l--

Not Recommended: - ---

Lany Laine, Chief Clerk 

Approved: ;?{JY 
Not Approved: _ _ _ _ 

ss10ner 

Date: _ _.:_s+l (.:...;_t\_,_a-,_r __ 

Date: S/1<-/tJS 
I I 

Date: 

Date::?-( fAA-t.( 0 





Mr. Drew Reid 
Texas General Land Office 
1700 orth Congress A venue 
Austin, Texas 78701-1495 

TIERRA EXPLORATION, INC. 
P. 0. Box 56 

Midland, Texas 79702 

Phone: 432-682-1005 

June 6, 2005 

RE: SW /4, SW /4NE/4, W /2SE/4 
Section 28, Township 2, Block 56, 
T&P Ry. Co. Survey, 
Reeves County, Texas 
containing 280 acres, more or less 

Dear Mr. Reid : 

As previously referenced in my letter to you of April 28, 2005, please find enclosed a copy of a 
fully executed GLO Oil and Gas Lease covering the captioned acreage which is submitted for 
review by your office. This lease from Sunshine Cottage School for Deaf Children represents the 
remaining five percent (5%) of the Surface Ownership for this acreage. Copies of leases covering 
the other ninety-five percent of the Surface Ownership were attached to our previous mailing of 
Apri I 28, 2005. 

As previously stated in our April 28, 2005 letter, terms agreed to for all of the leases covering this 
acreage are as fol lows: 

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

Bonus: 
Royalty: 
Term: 
Delay Rentals: 
Shut-In Royalties: 

Special Provisions: 

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

$150.00 per acre 
One-Fourth (1/4) 
Three Years 
$5.00 per acre per year 
See Paragraph 14 of the GLO 
Lease Form 
Bank of America Surface Addendum 
GLO Current Lease Form 

1 
1 



Mr. Drew Reid 
June 6, 2005 
Page 2 

Please refer to the above referenced April 28, 2005 letter for additional information concerning the 
complete ownership of this acreage and name of the Assignee for these leases. 

Thank you for your consideration in this matter. P lease advise of any additional information 
needed. 

Sincerely, 

TION, INC. 

Ralph Le r. , CPL 
President 

RLJr./lz 

•• • • ••• • • • • • • • . • • • • • • • • • •• • • • • • • • •• . • • • • •• • ••• • • • • • 
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TIERRA EXPLORATION, INC. 
P. 0. Box 56 

Midland, Texas 79702 

Phone: 432-682-1005 

Mr. Drew Reid 
Texas General Land Offi ce 
1700 North Congress Avenue 
Austin, Texas 78701-1495 

RE: SW/4, SW/4NE/4, W/2SE/4 
Section 28, Township 2, B lock 56, 
T &P Ry. Co. Survey, 
Reeves County, Texas 
containing 280 acres, more or less 

Dear Mr. Reid: 

July 6, 2005 

Per our conversation of June 20, 2005, please find enclosed certified copies of our Oil and Gas 
Leases covering one-hundred percent ( 100%) of the Mineral Interest on the captioned acreage along 
with our check No. 3468 in the amount o f $21 ,200.00 representing the State' s one-half share of the 
S42,000.00 bonus consideration for these leases ($ 150.00 per acre) plus the $100.00 application fee 
and $25.00 per lease fi ling fees. 

It is my understanding that the State of Texas will be providing us an assigned mineral fi le number 
for thi s acreage at a future date and that we can now move forward with plans to dri ll our initial 
well. 

Thank yo u for all of your help and consideration in thi s matter. Please call should any additiona l 
information be required. 

Sincerely, 

RLJr./lz 

TION, INC. 

.J 

. .. . 
• • • • ••••• . . : : . . . : . 

• • .. : ·.· . . . ... : "' . ... 
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3 4 68 ... 
' 
~~~~- EXPLORATION, INC. 

--("\.f~ '-F. 0. BOX 56 
~ MIDLAND, TX 79702-0056 DATE J uly 6 , 2005 

Commissioner of the General Land Office 
of the St ate of Texas 

-----Twenty-one thousand , t wo hundred and No/ 100- ----- ----------------

"' i.SifJl" NA fiONAL UJ•oiK 

OGLs - Sec . 28 , Blk . 56 , T- 2, T&P Ry . 
FOR Reeves CountyJ_~T~e~x~a~s~----------

11' 0 0 3 .... {; 8 11' 
.. _.:> ·••••••U• •••• + • •••••<o••• • 

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

$ 21 , 200 0 00 

DOLLARS 0 
.. . '··· .. . t o .... ••• .. . 

• •• • • • • • • • • • • • • • •• 
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True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 

· - BOOK '7 Q 3- 'PAGE 
FILE# 2456 

General Land Office 
Refinqulshmenl Actlene Form 
Rvvised, September 1917 

%lustin, 'm:exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and onrored inlo lhis J..a!!L_ day ol oAD>I'J.!Jrllc..... ______ .2~ , 001ween me Slale of Texas, ac"ng 

by and lhrough ils agenl, BANK OF AMERICA NA Truslee under lhe Will o f R9berta M. Regan 

of P. 0 . 69! 830308 Dallas Texas 

(Gh-8 Ponnanent Addre-ss) 

sa•d agenl herein referred lo as lhe owner ollho soli (whelher one or mote), and _.J.Il!Se~rra....._,E..,x.,o,lora....,u.,·on...._I!!Jnc""--

ot P 0 Box 56 Midland Te!a 79702 ---------------------- herelnaher called Lessee 
(G.'<'o Pormanent Addrou) 

1. GRANTING CLAUSE. For and in consideration of lhe amounlS sl3lod below and of lhe covenanls and agreemeniS to be pa1d kepi and 
performed by Lessee under lhis lease, lhe Slale of Texas adlng by and lhrough lhe owner ollhe soil, hereby granlS, leases and leiS un1o Lessee, l or 
me soia and only purpose of prospecting and dnlllng lor and producing oil and gas, laying pipe lines, building lanks, sloring 011 and bulkhng power 
slauons, telephone lines and olher structures !hereon, co produce, save, lake care of, treal and transpon said produclS ollhe lease, lhe foilow•ng lands 
Slluaced In Reeves County, Slate of Texas, to-w•L 

SW/4, SW/4NE/4, W/2SE/4 Section 28, Township 2, 
Block 56, T & P Ry. Co. Survey 

conla1n1ng _ _.2,80"'------ acres, mote or less. The bonus consideralion pa1d lor U11s lease 1s as follows. 

To lhe Slale of Texas: Ten Thousand. Five Hundred and NQ{!OO 

Dollars ($ 10.500.00 ) 

To lhe owner of lhe soil Ten Thousand f!ve Hu!ldred a!ld NQ{!OO 

Dollars (S JO 500.00 1 

Total bonus consideration: Twew-Ooe Thousand a!ld NQ{!OO 

Dollars ($llQQQ 00 ) 

The colal bonus considerauon paid represents a bonus of One Hundred fifty a!ld NQ{!OO 

Dollars ($ 150.001 ) per acre, on _1..,4,.0,...00tJL. _ _ __ nee aetes. 

2. TERM. Subjedto the olher provisions In lhls lease, Chis lease shall be for a cerm of Three f31 years from 
th•s date (here•n called "primary lerm") and as long lhereaher as oil and gas, or ellher ollhem, Is produced In paying quanuUes from said land As used 
In Chis lease, lhe cerm "produced In paying quan"ues· means !hac lhe recelplS from the sale or olher aulhorized commerclal use of lhe subslance(s) 
covered exceed ouc of pockel operauonal expenses lor lhe six monlhs lase past. 

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

••• • • •• 

• •• • • • •• • 
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BOOK 70 3 PAGl 710 True and Correct 
copy of 

Origmal filed fn 
Reeves County 
Clerks Office 

3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one (1) year from this date. this lease shallterm,nate. 

unless on or before such anniversary dale Lessee shall pay or lender 10 the owner of the soil or to his credllln the 

_____ Bank,al • 
or ils successors (which shall continue as lhe 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 hke sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privflege of deferring the commencement of a well for 
one ( 1) year from said dale. Payments under this paragraph shall be In the following amounts: 

To the owner o f the soil: Three Hundred Fifty and No/1 00 

Dollars (S350.,.,.,,oo.,.__ ______ _ 

To the Slate of Texas: T ree Hundred Fifty and No/100 

Dollars ($3.,50,.,.""00"---------------

Total Delay Rental: Seven Hundred a!!n!I"--"N"'o/'-'1"'00"'---------~ - -------­

Dollars ($7_,00,. . .,.00"---------

In a like manner and upon like payments or lenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary term All payments or tenders of rental lo the owner of the soil may be made by cheek 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, fall 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 ROYALTIES. Upon proouctlon of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royally 
provided for In this lease to the Commissioner of the General Land Offoce of the State of Texas, at Austin, Texas, and one-hair (112) of such royally to the 
owner of the soil 

(A ) OIL. Royally payable on oil, which Is defined as lndudlng all hydrocarbons proouced 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 114 part of the gross proouction or the mar1<et 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) I he highest posted price, plus premium, If any, offered or paid for oil, condensate. distillate, or other tiquld 
hydrocarbons. respectively, of a like lypo and gravity In lho general area where proouced and when run, or 2) the hlghesl market price thereof offered 0< 

paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever Is lhe greater. Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed In a plant, II wtll be run free of cost to the royally owners through an adequate oil 
and gas separator of conventional typo, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement lhal such gas be run through a separator or other equipment may be waived. In writing, by the royally owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royally on any gas (lndudlng 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 1n a plant for 
the extraction of gasoline. liquid hydrocarbons or olher pro!lucts) shan be 114 part of the gross production or the market value thereof, al 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 proouced and when run, or the gross price paid or offered to the prooucer. whichever is the greater; 
provided thai the maximum pressure base In measuring the gas under this lease shall not at any lime 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 Boyte's Law, and for spedfoc 
grav11y according to tests made by the Balance Method or by the most approved methoo of testing being used by the Industry at the l1me 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 114 pari of the residue gas and the liquid hydrocarbons extracted or the market value thereof, al the option of the owner 
of the sOli 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 allributable to gas produced from this lease, and on fifty percent (50%), or thai percent accruing to Lessee. wh1chever 1s the 
greater, of the total plant proouctlon of liquid hydrocarbons attributable to the gas pro!luced 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 tiQuod 
hydrocarbons shalt be fifty percent (50%) or the highest percent accruing to a third party process,ng gas through such plant under a process1ng 
agreement negotiated at arm's length (or If there Is no such third party, the highest percent then being spodfled In processing agreements or contracts 1n 
the Industry), whichever Is the greater. The respective royaldes on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) 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. shan 
the royallles payable under this paragraph be tess lhan the royalties which would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon blaCk. sulphur or any other products proouced 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 114 part of 
the gross proouclion of such products. or the market value thereof, al lhe option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month In which such product tS 

produced, or 2) on the basis of the average gross sale price of each product for the same month In which such prooucts are pro!luced. whichever Is the 
greater 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, If this lease Is ma•ntalned 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 shalt be 
due and payable on or before the last day of the month suoceeding the anniversary dale 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 lhls lease does not specify a delay rental amount, then for the purposes of lh1s 
paragraph, the delay rental amount shall be one dollar (S t .00) per acre. 

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

••• • • • • • • • • •• • ••• 
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6. ROYALTY IN KINO. Notwithstanding any other provision In this tease, at any time or from time to tome, tho owner of the soot or the 
Commossloner of the General Land Office may, at the option of either, upon not less than soxty (60) days notice to the holder olthe lease, requue 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 tako Its royally In kind shall not domlnlsh or negate the owner of the SOil's or the Commossloner of the General Land Office's nghts 
or Lessee's obligations, whether express or Implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (indudong those paid In lund) shall be wothout deduellon for 
the cost of producing, gathenng, storong, separating, treating, dehydrating, com!l(esslng, processing, transporting, and otherwose malong the Ott, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royal~cs 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 p<oporllonate 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 wrotten consent ol 
the owner of the soil and the Commissioner of the General Land Offlce, Lessee may recycle gas for gas 1111 purposes on the leased premises or lor 
ontec~on 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 pa)•able on the recycled gas unbl it Is produced and sOld or used by Lessee In a manner which enuucs the royalty owners to a 
royally under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. AU royalties not taken on kond shall be paid 10 the Cornmossooner ol the General Land OHoce at 
Ausbn, Texas, In the following manner: 

Payment of royalty on production of Oil and gas shall be as provided in the rules sot forth In the Texas Register Rules currenUy provide tnat royally on Otl 
os due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of p<oduction, and royally 
on gas os due and must be received in the General Land Office on or before the 15th day of the second month succeedong the month of p<oducuon. 
accompanied by the affidavot of the owner, manager or other authorized agent, completed in the form and maMer presaobed by the General Land Offoce 
and shoWing the gross amount and disposition of all oil and gas produced and the mart<et value of the oil and gas, together woth a copy of all documents. 
records or reportS confirming U>e gross p<oductlon. disposlbon and market value including gas meter readltlgs, ptpehne roceopts. gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas fines or gas storage, and any other reportS or records 
whoch the General Land Office may require to venfy the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for me Lessee herein must be filed In the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule. summary 
or other remouance advice showing by the assigned General Land Office lease number the amount of royalty beong paid on each lease If Lessee pays 
hos royalty on or before thirty (30) days after the royalty payment was due, tnen Lessee owes a penalty of 5% on the royalty or S25 00, whichever is 
greater. A royalty payment which Is over thirty (30) days tate shall accrue a penalty of 10% of the royalty due or $25 00 whichever is greater In addobon 
10 a penalty, royalties shall accrue interest at a rate of 12% per year: such Interest will begin to accrue when the royalty Is sixty (60) days overdue. 
Alfidavots and supporting documents which are not filed when duo shall incur a panalty In an amount set by the General Land Office administrative rule 
whrcn is effecwe on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsobihty for paying or causong 
royalloes to be paid as prescribed by the due date provided herein Payment of the delinquency penalty snail In no way operate to prohoblt 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 ol bUe dispute as to the State's pOI'bon of the royalty or to that poruon of the royalty In dispute as to fair market value 

10. (A) RESERVES, C ONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the ComrrliSSioner of the General Land Ohoce 
woth ots best possoble estomate of oil and gas reserves underlying this lease or allocable to thos lease and shall furnish saod CommossKlrler IVltn copoes of 
all contracts under which gas is sold or !l(ocessed and all subsequent agreements and amendments to such contracts wothon thirty (30) days after 
entering onto or makong such contracts, agreements or amendments. Such contracts and agreements when receoved by the General Land Otfico shall be 
held on confidence by the General Land Office unless otherwose authorized Dy Lessee. All other contracts and records penaonong to the p<oduCbon, 
transportation. sale and marl\eting of the oil and gas produced on said premises, Including the books and accounts, receipts and doscharges of ail wells. 
tanks, pools, meters, and pipelines shall at all Urnes be subject to Inspection and examination by the Commlssooner of the General Land Olflce, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Wri tten notice of all operations on this lease shall be submitted to the Commissooner 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 wrotten notice to the General Land Office shall include copies of Railroad Commission f01ms f01 applicabon to droll Copies of well tests. 
compleuon repons and pluggong reports shall be supplied to the General Land Office at the bme they are filed with the Texas Raolroad CommiSSion All 
applications, permits, reportS or other filings that reference this lease or any spacrfic well on the leased premoses and that are submitted to the Texas 
Raolroad Commission or any other governmental agency shall include the word "State• In the bUe. Additionally, in accordance woth Railroad Commlss100 
rules. any slgnage on the leased !l(emises for the purpose of lden~lylng welts, tank batteries or other assoaated improvements to the land must alSo 
Include the word ·state • Lessee shall supply the General Land Office with any records, memoranda, accounts, reportS, cutungs and cores, or other 
information relative to the operatoon ol the above-descrobed premises, which may be requested by the General Land Office, on addouon to those nereon 
expressly provided for. Lessee shall have an electrical and/01 radJoaCtlVIty survey made on the bore·hOie secuon, from the base of the surface caSing to 
the total depth of well , of all wells drilled on the above desCtlbed !l(emises and shall transmit a true copy of the log ol each survey on each well to tne 
General Land Office wothln fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents or other materials are not filed in the General Land Offoce when 
due The panally for late filing shall be set by the General Land Office administrative rule which Is effective on the date when the matenals were due Ill 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof ana 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 Otl or gas from the leased premises such production thereof should cease from any cause, this lease shaU not terminate if on or 
before the explrabon of sixty (60) days from date of completion of said dry hole or cessation of p<oductlon Lessee commences addouonal droiiJng or 
reworkong operauons 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 
promary term or withon sixty (60) days prior thereto. a dry hole be completed and abandoned, or the p<oduction of oil or gas should cease lor any cause. 
Lessee's ngnts shaU remaon on fuU force and effect wothout furthet operations unbl the expiration of the primary term: and of Lessee has not resumed 
producuon In paying quanu~es at the expiration o f the primary term, Lessee may maintain this lease by conducting addo~t dnllong or teworkong 
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operations pursuant to Paragraph 13. using the expiration of the primary tonn as the date of cessallon of productlon under Paragraph 13. Should the forst 
well or any subsequent wen drilled on the abOve described land be completed as a shut-In oil or gas well within the primary tcnn hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying dale following tho expiration of sixty (60) 
days from lhe date of completion or such shut-In oil or gas well and upon the failure to make such payment, this lease shall Ipso facto tennlnate. 11 at the 
expiration of the primary tenn or any Iinne thereafter a shut-In oil or gas well Is located on the teased premises. payments may be made In accordance 
With the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. II, at the explrallon of the primary tenn, Mllher 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 wells are prosecuted In good faith and In workmanlike manner without Interruptions totaling more 
!han sixty (60) days during any one such operation, and II they result in the production of oil and/or gas, so long thereafter as o 1 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 lh•s lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary lenn, production of oil or gas from the leased 
premises. after once obtained. should cease from any cause. this lease shall not lennlnale It Lessee commences addibonat dnlling or reworl<ing 
operations within sixty (60) days after such cessation, and this tease shall remain In lull force and effect lor so long as such operallons oonbnue In good 
faith and in workmanliKe manner without Interruptions totaling more than sixty (60) days. II such drilling or reworking operations resull In the production 
of ool or gas. tho lease shall remain In lull force and effect lor so long as oil or gas Is produced from the leased premises In paying quanbties 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. II the dnlhng or reworktng 
operations resull In the completion of a well as a dry hole, the lease will not lennlnale II the Lessee commences additional dnlllng or reworking 
operations within sixty (60) days afler 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 lallh and In a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give written nobce 
to the General Land Office within thirty (30) days of any cessallon of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "Well" means any well that has been assigned a welt number by the stale agency 
having jurisdiction over the production of oil and gas. II, at any time after the expiration of the primary tenn of a lease that, until be•ng shut ln. was be•ng 
maintained In force and effect. a well capable of producing oil or gas In paying quantities Is located on the leased premises. but ool or gas is not betng 
produced lor lack o f suitable production facilities or lack or a suitable market. then Lessee may pay as a shul~n oil or gas royally an amount equal to 
double the annual rental provided In the lease. but not less than S 1,200 a year lor each weD capable of produdng ool or gas In paying quanb~cs II 
Paragraph 3 of this lease does not specify a delay rental amount, then lor the purposes of this paragraph, the delay rental amount shall be one dollar 
(S 1.00) per acre To be effective, each Initial shut-In oil or gas royalty must be paid on or before: (1) the expiration or the primary tenn, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days alter Lessee completes a drilt1ng or reworking opera lion In accordance 
with theleaso provisions. whichever date is latest Such payment shalt be made one-hal l (1/2) to the Commissioner of the General Land Office and one­
hall ( 1/2) to the owner of the soil. lithe shut-In oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shalt 
extend the tenn or the lease lor a period of one year from tho end of tho primary term. or from lhe first day of the month following the month In which 
production ceased. and, after lhat. II no suitable production facilities or suitable mar1<et lor the oil or gas exists. Lessee may extend the lease lor four 
more successive periods of one (I) year by paying the same amount each year on or before the explrabon of each shut-In year 

15. COMPENSATORY ROYALTIES. II. during the period the !easels kepi 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) feel of the leased premises and completed In the same produang 
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 cease. but 
the lease shall remain eflecllve lor the remainder of the year lor which the royalty has been paid. The Lessee may maintain the lease lor lour more 
successive years by Lessee paying compensatory royalty al the royalty rate provided In the tease of the mar1<et value of producbon from the well caus1ng 
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-hall (1/2) to the Commissioner of the General Land Office and one-hall (1/2) to the owner of the soli, beginning on or 
before the las I day o f I he month following the month In which the oil or gas Is produced from the well causing the drainage or thaI 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 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. Com pensatory royalty payments which are not timely paid will accrue penalty and Interest In accordance with Paragraph 9 or ihls 
lease. None of these provisions will relieve Lessee or the obligation of reasonable development nor the obligation to drill offset wells as provided In 
Texas Natural Resoources Code 52.173; hOwever, at the detennlnation of the Commissioner. and with the Commissioner's wr11ten approval, the payment 
o f compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well produang or capable of Produang 011 or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator In drilhng such add111onat "l'll or 
wells as may be reasonably necessary tor the proper development of the leased premises and In mar1<etlng 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 tenn it shall then 
tennlnate as to all o f the teased premises. EXCEPT (I) 40 acres surrounding each oil well capable of producing In paying quant1tles 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 drifting or reworking operations. or (2) the number of acres Included In a producing pooled uml 
pursuant to Texas N atural Resources Code 52.151-52. 154, or (3) such greater or lesser number of acres as may then be allocated lor producbon 
purposes to a proration unit tor each such producing well under the rulos and regulations of the Railroad Commission or Texas, or any successo1 
agency. or othor governmental aulhor11y having jurisdiction II at any lime alter the effective date of the partial tennlnatlon provisions hereof. lhe 
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 lennlnate as to all acreage not thereafter allocated to said well or wells tor production purposes 
Notwithstanding the tennlnatlon or this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the rtght of Ingress 
to and egress from the lands sbll subject to this tease lor all purposes descrlbed In Paragraph 1 hereof. together with easements and nghrs-ot-way fO< 
eXIsting roads, existing pipelines and other existing ladllties on, over and across all the lands described In Paragraph I hereof (1he retaoned lands"). tor 
access to and from the retained lands and lor the gathering or transportation of oil, gas and other minerals produced from the rela•ned lands 
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(B) HORIZONTAL. In the event this lease is In force and effect two (2) years alter the exp~rabon date ol the pnmary or extended term'' shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") In each well located on aaeage reta1ned 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 tne 
bonus originally paid as consideration for this lease (as specified on page 1 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 
pay•ng quanbtles from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder as to each well shall, as nearly as pracbcal. be 1n 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 With'" 
th1rty (30) days after partlal termination of this lease as provided herein, Lessee shall execute and record a release or releases conta1n1ng a sabsfactory 
legal descnption of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same. shall be filed 1n the General 
Land Office, accompanied by the filing fee prescnbed 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 alter being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written Instrument the aaeage and/or depths to be re leased 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 Oftlce 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 obllgabon 
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 
prem1ses shall droll as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevenl undue drainage of 
011 and gas from the leased premises. In addition, If oil and/or gas should be produced In commercial quanhlies within 1,000 feet of the leased p1emises. 
or In any case where the leased premises is being drained by production of oil or gas. the Lessee, sublessee, receiver or ottler agent In control of the 
leased premises shall In good faiU1 begin the drilling of a well or wells upon the leased premises within 100 days alter the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing In commercial quanlltles and shall prosecute such drilling with diligence. 
Failure 10 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 tho 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, alter a good faith effort, Lessee Is prevented from complying with any express or Implied covenant or 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. nots. 
stnkes, acts of God, or any vatld order, rule or regulation or government authority, then while so prevented, Lessee's obllgahon to comply with such 
covenant shall be suspended and Lessee shall not be liable lor damages for failure lo comply with such covenants: additionally, th1s 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 tne leased 
premises. However, nothing In this paragraph shall suspend the payment of delay rentals In order to maintain this lease in effect dunng the primary term 
In the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner o f the soil warrants and agrees to defend tltie to the leased prem1ses. lithe owner of the soil defaults 
1n payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased prem1ses by payrng any mor1gage, 
taxes or other hens on the leased premises. If Lessee makes payments on behalf or 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 soli. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the enure und1v1ded surface estate 1n the above 
descr•bed land, whether or not Lessee's interest Is specified herein, then the royalties and rental herein provided to be pa1d to the owner ol the soli shall 
be paid to him on the proportion wlhich his interest bears to the enure und•vided surface estate and the royalties and rental herein provided to oe paid to 
the Comm•ssioner 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 authorfz.ed representative must subflllt to the CoiTVTUssiOfler 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 or the General Land Office shall be paid the value of the whole production allocable to any undlv•ded 
Interest not covered by a lease. less the proportionate development and production cost allocable to such und•vlded 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·sixteentn (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during lhe primary term, a portion of !he land covered by !his lease is 1nduded woth1n the boundanes 
of a pooled unit tnat has been approved by the School Land Board and the owner of the soil in accordance with Nawral Resources Code Secoons 
52.151-52.154, or If, at any time after the expiration of the primary term or tile extended term, this lease covers a lesser number of acres tnan tne total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number ol acres pooled, released, 
surrendered, or otherwise severed. so that payments determined on a per acre basis under the terms or th1S lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries or a pooled unit, or, If after the expiration or the primary term, the number of aaes 
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 o f the soli; provided, however, Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
lor waterflood operations without the prior consent of the owner of the soli. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli 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 soli, 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 \Yr ltten consent of the owner of the soli. 
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25. POLLUTION. In developing lhls area. Lessee shall use lhe hlghesl degree of care and an proper safeguards to prevent pollution Without 
llm1ting 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 wafer contamination. In the evenl of pollullon, 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 bafferles 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 dean up the dnlllng site of all rubbiSh 
!hereon 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 operallons shall restore the surface of lhe 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 hmltatlons In this paragraph, Lessee shall have lhe right to remove machrnery and fixtures placed 
by Lessee on the leased premises, Including the right to draw and remove casing, within one hundred twenty ( 120) days afler the exprration or the 
termination of lhls lease unless the owner of the SOli 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. Addrtlonalty, Lessee may not draw and remove casing unbl after lhlrty (30) days WTitten 
notice to the Commissioner of the General Land Office and to the owner of the soli. The owner of lhe soli shan become the owner of any machmery 
fixture~ . or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under lhe conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of either 
parly to this lease may be assigned, In whole or In pari. and the provisions of this lease shall extend to and be binding upon their heirs, devtsees. legal 
representatives, successors and assigns. However, a change or division In ownership of lhe land, rentals, or roya!Ues will not enlarge the obligahons of 
Lessee. diminish the rights. privrleges 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 shalt bind Lessee for any purpose unlllthlrty (30) days 
after the owner of the soli (or his heirs, devisees. legal representatives or assigns) furnishes the Lessee with satlsfaclory written evidence of the change 
In ownership, Including the original recorded munlmenls 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 tease Is assigned In Its entirety as to only part of the acreage, the right and aptlon to pay rentals shalt 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 lhe rental shall not affect 
!his lease on the part of the land upon which pro rata rentals are timely paid or tendered: however. If lhe assignor or assignee does not me a certified 
copy of such assignment In the General Land Offlce before the next rental paying date, the entire lease shall terminate for failure to pay the enure rental 
due under Paragraph 3 Every assignee shall succeed to all rights and be subject to att obllgabons, fiab<liUes, and penalhes owed to the Slate by the 
ongrnallessee or any prior assignee of the lease. lndudlng any liabiNtles to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a). If the owner of lhe soU acqu~res thrs lease rn whole or rn 
part by assignment wilhout the prior WTitten approval or the Commissioner o f lhe General Land Offw:e, this lease Is void as or the ume of assrgnment 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 lhe soli; 
(2) a corporation or subsidiary In which the owner of lhe soli Is a principal stockholder or Is an emplOyee of such a corporation or subsidiary; 
(3) a parlnership In which lhe owner of the soil is a partner or Is an employee of such a parlnershlp; 
(4) a principal stockholder or employee of the corporation which Is the owner of the soli ; 
(5) a parlner or employee In a partnership which Is the owner of the soil; 
(6) a nduciary for the owner of the soli; Including but not limited to a guardian, trustee. executor. administrator, receiver, or conservator for lhe 
owner o f the soli; or 
(7) a family member or the owner of the soli or related to the owner of the soli by marriage, blood, or adaptlon 

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29. Lessee may at any lime execule and deliver to the 
owner of the soli and place of record a release or releases covering any porllon or portions of the leased premises, and thereby surrender this lease as 
to such porllon or portions. and be relieved of an subsequent obligations as to acreage surrendered. If any pari of lhls lease Is properly surrendered, the 
delay rental due under this lease shalt be reduced by the proportion !hat lhe surrendered acreage bears to the acreage which was covered by this lease 
rmmedrately prior l o such surrender, however, such release witt not relieve Lessee of any Habllities which may have aocrued 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 lhe recorded Instrument certified by the County Cieri< or the 
county In which the Instrument Is recorded. must be filed In the General Land Offw:e wilhln 90 days of the last execution date accompan•ed by the 
prescr1bed filing fee. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfe lure at the OPtiOn of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions perlalnlng to the lease of the above-described land have been Included In this Instrument, 
Including lhe 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 develapment of oil and gas from lhe leased premises which are not contained in this lease render this lease Invalid 

31 . FIDUCIARY DUTY. The owner of the soli owes the State a fldudary duty and must fully disclose any facts affecting the State's Interest In 
the teased premises When the Interests of the owner of the soil conflict with those of the Slate. the owner of the soil Is obligated to put the State's 
Interests before his personal interests 

32. FORFEITURE. If Lessee shalt fall or refuse to make the payment of any sum within thlrly days alter It becomes due, or If Lessee or an 
authorized agent should knowingly make any false return or false repor1 concerning production or drilling. or If Lessee shall fall or refuse to dnll any 
offset well or wells In good faith as required by law and the rules and regulations adapted by lhe Commissioner of the General Land Office, or If Lessee 
should fall to me reports In the manner required by law or fa ll to comply with rules and regulations promulgated by the General Land Offlce, the SchOOl 
Land Board, or the Railroad Comm sslon, or if Lessee should refuse the proper authority access to the records perlalnlng to operatrons. or If Lessee or 
an authorized agent should knowingly fail or refuse to give correct Information to lhe praper authority, or knowingly fall 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 lhe 
assignment Is not filed in the General Land Office as required by taw, the rights acquired under this lease shall be subject to for1e•ture by the 
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Comm1ssloner. and he shall lorfeit same when suffiCienlly tnlatmed ol the facts whiCh auth0112e a forfeiture, and when forfeited the area snail aga1n be 
subject to lease under the terms of the Relinquishment AcL However, nothing herein shall be construed as waiving the automatic termination of thiS 
tease by operatiOn of law 01 by reason of any speclal limitation arising hereunder. Forfeitures may be set aside and this tease 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 !len upon all oil and gas produced from the 
area covered by thiS lease to secure payment of all unpaid royalty and other sums ol money that may become due under this lease By acceptance ol 
this lease. Lessee grants the State, In addlllon to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen. an 
express contractual lien on and security Interest In all leased minerals In and extracted from the leased premises, all proceeds wh1Ch may accrue to 
Lessee lrom the sale ol suCh leased minerals, whether suCh proceeds are held by Lessee or by a third party, and all riXtures on and Improvements to the 
leased prem1ses used In connection with the production or processing ol such leased minerals in Older 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 01 condition of this lease, whether express or Implied This lien and security Interest may be fatecfosed with or w1thout court proceedings 1n 
the manner provided In the nue 1, Chap. 9 of the Texas Business and Commerce Code Lessee agrees that the Commissioner may requite Lessee to 
execute and record suCh Instruments as may be reasonably necessary to acknowledge, auach or perfect this lien. Lessee hereby represents that there 
are no pnor or superior liens arising from and relating to Lessee's acuv1ues 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 
here1n 

34. POOLING. Lessee Is hereby granted the right to pool or unloze the royalty Interest ol the owner of U1e sod under this lease With any otner 
leasehold or mineral interest lOt the explatation, development and production of oil or gas or either of them upon the same terms as shall be approved 
by tho SChool Land Board and the Commissioner of the General Land OtfiCG for the pooling or unitizing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52. 154. The owner of the sod agrees that the Inclusion of this proviSion 1n th1s lease satisfies the 
oxecu!Jon requirements stated in Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the s041, !hell officers, employees. partners. 
agents. contractors. subcontractors, guests. lnv1tees, and their respective successors and ass~gns. of and from all and any actions and causes of ac~on 
of every nature, or other harm, Including environmental harm, f01 which recovery of damages Is sought, including, but not hnvted to. all lOsses and 
expenses whiCh are caused by the activities of Lessee, Its officers. employees. and agents arising out of, incldental to, or resulting from. the operahons 
ol 01 tor Lessee on the leased premises hereunder. or that may arise out of or be occasioned by Lessee's breaCh ol any of the terms or provisions of this 
Agreement, or by any other negligent or strlctiy liable act or omission of Lessee. Further. Lessee hereby agrees to be habte f01, e xonerate, rndemruty, 
delend and hOld harmless the State of Texas and the owner of the SOil, their olfiCers, employees and agents, their successors or asSlQI'Is. aga1ns1 any 
and all claims, habihties, losses, damages, actions. personal injury (lnclud1ng death), costs and expenses. or other harm for which recovery of damages 
is sought, under any theory Including too, contract, or strict llab1llty, Including attorneys' fees and other legal expenses, Including those related to 
enVIIonmentat hazards, on the leased premises or In any way related to Lessee's faUure to comply with any and all env~ronmentat taws, those ans1ng 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those anSing from Lessee's use of the 
sur1ace ol 1110 leased promises: and those that may ansa out of or be occasioned by Lessee's breaCh ol any of the terms or prov1slons of thrs Agreement 
or any other act 0< omission of Lessee, Its directors, officers, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respechve successors and assigns EaCh assignee of this Agreement, or an Interest therein, agrees to be liable for, exonerate, lndemmly, defend and 
hOld harmless the Stare ol Texas and the owner of the 5041, their officers. emplOyees, and agents In the same manner provided above 1n connechon With 
the actlvlhes of Lessee, 1ts officers. employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, AU OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use tho highest degree ol care and all reasonable safeguards to prevent contan~nat10n or 
polluuon of any environmental medium. Including soil, surface waters, groundwater, sediments. and surface or subsurface strata, ambient a1t or any 
other environmental med1um In, on, or under, the leased premises, by any waste, pollutant, 0< contamrnanL Lessee shall not bnng or pertnll to rema1n on 
the leased prem1ses any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous matenals. 
hazardous substances (as the term ·Hazardous Substance• Is defined In the Comprehensive Env11onmental Response, CompensatiOn and L1ablhty Act 
(CERCLA), 42 U S.C. Seclions 9601, et seq), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matenats·), except 
ord1nary products commonly used In connection with oil and gas exploration and development operations and stored In the usual manner and quanhbes 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the prov1sions of Texas Natural Resources Code 52 171 through 52 190. commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and If any prOVIsion In th1s lease does not conform to these 
statutes, the statutes will prevail over any nonconfatmlng tease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by lhe lessee before it is r.ted of record In the county records 
and In the General land Office of the Slate of Texas. Once the r.ting requirements found In Paragraph 39 of this lease have been satisfied. the effective 
date of this lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. lhls lease must be filed of record In lhe offiCe of lhe 
County Clerk In any county In which all or any part of the leased pt"emises Is located. and cert1fied copies thereof must be med In lhe General land 
Office. This lease Is not etfectlve unlit a certified copy of lhls tease (which Is made and certlfoed by lhe County Cler1< from his records) Is r.ted In lhe 
General land Office In accordance with Texas Natural Resources Code 52.163. Additionally. this lease shall not be binding upon the Slate unless It 
reci tes the actual and true consideration paid or proml~ed for execullon of this lease. The bonus due the State and the pt"escnbed fihng lee shall 
accompany such certified copy to the General land Offoce. 

40. See attached Exhibit "A" for surface amendments 

oate· 'f - ?-o- fJ s 
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(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared Ralph Lea, Jr .• known to me to be tne person whose nam~ 1s 
subscnbed to the foregoing 1ns11Umems as Pres1dent ol Tierra Exploration, Inc. a Texas corporation, and acknowledged to me that 11e executed Ule 
same for the purposes and cons1dera110n therein expressed, In Ule capaaty stated, and as the act and deed of satd corporatJOn 

Gtven under my hand and seal of office this the~ day of ---'-A--'-J-)?_r_l_l ___ , 2005. 

~
':f.>::~.~ RHONDA G. PA TIERS ON * :; MY COMMISSION EXPIRES 

~~.~::.~· ~Mrtn8, 200i 

7 tt~,~tt'- G. Petta~ ~ 
Notary Public in and for --'-~~-'l"-'1 ("'-~::.=lu""-f-"'\J,'-"(~C...:'<-...:'IJ'-''i'-'t-,'f,____'--'(-'-("'t 4'-'J'---

(CORPORATION ACKNOWLEDGMENT) 
STATE OF TEXAS 

COUNTY OF DALLAS 

BEFORE ME, the understgned authouty, on this day personally appeared C. Michael McPhorren, known to me to be Ule person wnose name 
1s subscrtbed to the foregoing Instruments as Vice President of Bank of America, N A., and acknowledged to me that he executed the same for the 
purposes and consideration theretn expressed, 1n the capacity staled, and as th act and deed of said corporauon. 

G1ven under my hand and seal of oH1ce this the ~day of , • 2005 

Notary Publl In and for __ 
1_.{t_._f:_A'--'''-'tl,.__,.S.._ ___ _ ___ _ 

-. .. .. 
··,··········. 
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EXIIInlT "A" 

SURP"ACE A I E DM E TS 

I. I.Jpon the cessation of dri lling at each well location, the abandonment of said lease or 
surrender thereof, Lessee, its successors or assigns, shall then level all drilling pits and 
other excavations and shall repair all damage done, or cause to be done, to buildings, 
fences, roads, culverts, turf, water wells and/or other improvements and to restore same 
to their original condition within 90 days afler the cessation of activity. No drilling mud 
shall be spread on surface lands of Lessor without express written consent of Lessor. 

2. Lessee's right to use water from the leased premises shall not include the right to use 
fresh water from any fresh water sands or strata underlying the leased premises for any 
secondary recovery operations that may be conducted on the leased premises. Lessee 
shall have the right to use fresh water from wells or surface impoundments only with the 
expressed permission of the Lessor. 

3. All operations of Lessee shall be conducted so as to minimize the amount of surface land 
used or damaged by Lessee and Lessee agrees to construct not more than one road to 
each location on the leased premises and to confine all travel incident to the drilling and 
production of such well to the single road. All roads constructed by Lessee shall be of 
good quality and suitable for all-weather use. The routes for all roads shall be mutually 
agreed upon between Lessor and Lessee before the commencement of any road 
construction. Lessee agrees to maintain all roads used by Lessee on the leased premises 
in good condition and repair during the period of Lessee' s operations on the leased 
premises. The surface owner shall have the right to use all roads on the leased premises. 

4. It is understood and agreed that this lease does not cover or include any right or privilege 
of hunting with fi rearms and/or with dogs or otherwise on the leased premises or fishing 
on the leased premises; all such hunting and fishing rights being expressly reserved, and 
Lessee agrees that none of the Lessee's officers, agents, employees or representatives will 
bring any dogs and/or fi rearms upon the leased premises, and that any one so doing shall 
be trespassers and subject to prosecution as such. 

5. Prior to erecting new storage tanks, pipelines, compressor stations or other usual facilities 
required by Lessee for producing oil and gas and operating this lease, Lessee shall advise 
Lessor of Lessee's intention. Lessor and Lessee will then mutually select a site or sites 
fo r locating such equipment and pipelines taking into consideration the ranching and 
farming operation of Lessor and Lessee' s needs in conducting its operations under the 
terms of this lease in a reasonable manner. 
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6. Lessee, prior to the conslnlction of any new road or the cu tting, altering and removal of 
any existing fence on the leased premises, or the cutting or removal of any tree on the 
leased premises, shall notify Lessor of such intention and shall be governed by the 
Lessor's wishes. Lessee shall dispose of all brush, trees, trash and debris away from the 
property. Under no circumstances wi ll trash, garbage or debris be buried or dumped on 
the property or adjacent lands of Lessor. Brush and trees may be buried or burned on the 
property only with written pennission from owner or his representative. 

7. Lessee agrees to protect, defend, indemnify and hold harmless Lessor, the owners of the 
surface of the Leased Premises, and their respective agents, employees and tenants, from 
and against all liabilities, losses, expenses, claims, demands, and causes of action of 
every kind and character, whether for death or personal injury to persons (including 
agems and employees of Lessee and Lessee's subcontractors) for loss or damage to 
property, in any way and at any time arising out of, incident to, or in connection with this 
Lease, operations conducted on the Leased Premises, or breach of the terms hereof, 
regardless of whether any such liability, loss, expenses, claim, demand or cause of action 
is based on the sole or concurrent negligence of any party indemnified hereunder. 

8. Each d1ill site location shall be consLructed so as to result in the least interference with 
surface usage as reasonably practicable under the circumstances. All pits shall be 
constructed and lined so as not to pollute the adjoining land at the request of Lessor. 
Lessee shall take all reasonable precautions necessary to prevent land, air and water 
pollution, including pollution to all underground fresh water zones. Lessee shall collect 
all trash which accumulates in connection with his operutions and remove such trash 
from the Leased Premises. Lessee shall take all reasonable precautions to prevent 
blowouts from occurring on the Leased Premises. Lessee shall utilize only such area 
around each producing well as is reasonably necessary for such purposes, and Lessee 
shall restore the remainder of such drill site to its original condition as nearly as possible 
within a reasonable time afier the completion of operations on each drill site where no 
producing well is located, Lessee shall clear the location, remove all equipment placed 
upon the drill site by the Lessee, clean out and back fi ll all pits, and return the surface of 
the drill site to its original condition as nearly as possible. Lessee shall construct and 
maintain gates at al l places where any roads used by Lessee cross through fences on the 
Leased Premises, and Lessee shall keep such gates locked when not actually passing 
through such gates. Upon tennination of Lessee's operations on the Leased Premises, 
Lessee shall restore the surface of all lands utilized by Lessee, and not theretofore 
restored, to their original condition as nearly as possible. Within six (6) months after the 
termination of this lease, Lessee shall remove any and all property placed by Lessee on 
the Leased Premises or Lessor shall cause same to be removed at Lessee's Expense. 

9. Lessee is to comply with all Federal and State regulations. 

I 0. Lessee shall pay market value for any and all livestock lost as a result of Lessee's 
operations under this lease. 
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All pipelines are to be buried 36 inches below the ground, which will be from the top of 
the pipe to the surface of the ground. Only crude oil and natural gas (no other 
derivatives) will be allowed to be transported through any pipelines on the property. 

12. Lessee shall not conduct any operations within one-quarter (1/4) mile of any homestead, 
living quarters or livestock watering facilities without express consent of Lessor. 
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OIL AND GAS LEASE 

THIS AGREEMENT Is made and emered Into this !!!!L__ day of cA,..,p'-'rii,__ _ ___ __ ,20QL_ , beiWeen the State of Texas. acung 

by and through its agent, GRETCHEN C. NORTHRUP FOUNDATION C/0 TRINITY UNIVERSITY 

of Alln: Business Office-Endowments One Trinity Place San Antonio Texas 78212-7200 

(GPJO Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and Tierra Explorauon Inc. 

of P 0 Box 56 Modland Iexa 79702 

(G.ve Permanent Adoress) 

herernafter called Lessee 

1. GRANTING CLAUSE. for and in consoderauon of the amounts stated below and of the covenants and agreements to be paod, kept ana 
performed by Lessee under this lease, the State or Texas actJng by and through the owner or the sod, 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, buildong tanks. storing oil and building power 
statoons, telephone lines and other structures thereon, to produce, save, take care of, treat and transpon said products of the tease, the followong lands 
situated 1n Reeyes County, State of Texas, to-wit: 

contaoning _ __,2.,8,.0,_ __ _ 

SW/4, SW/4NE/4, W/2SE/4 SectJon 28, Township 2, 
Block 56, T & P Ry. Co. Survey 

acres, more or less. The bOnus consideration paid for thts lease os as follows. 

To the State of Texas: Five Thousand Two Hundred Fifty and NQ/100 

Dollars ($.,_5"'2"'50"'-00""----- ---

I o the owner of the sot I: five Thousand Two Hundred fifty and No/1 00 

Dollars (S>t5-!i2-'l50~!,-l!OOIL-_____ _ 

Total bonus consideration: Ten Thousand Five Hundred and NQ/100 

Dollars (S~10il..i!C500=.oo!llL _ _ ____ _ 

The total bonus consideration paid represents a bonus of O""'-'n"-e-'-H,.u,_,n,.,dr"'ed"'-'f-"jft"'y'-'a"'nd.I>!..!N"'Q/"'-'-1"'00"----------------------

------ ----------- Dollars (S 15Q.OOI ) per acre, on '-'70"'."'00"------ net acres. 

2. TERM. Subject to the other provisions In this lease. this lease shall be for a term of Three 131 ___ years from 
thos date (hereon called ' primary term") and as long thereafter as oil and gas, or either of them, Is produced In paying quanuues from said land As used 
on thos tease, the term ·produced In paying quantlues· means that the receipts from the sale or other authorized commerCial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date. this lease shalltermonate. 

unress on or before suc;h anniversary dale lessee shall pay or tender to the owner of the sool or to his credllln the 

_ __ __,F'-'r..,os t Na tiqnal Bank,at_P . Q . Box 27 . San Antgnio~~s 78291-0027 
or ols successors (whlc;h shall conlonue as the depository regardless of c;hanges In the ownership of said land). the amount spedfted below. in addohon. 
lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN. TEXAS. a loke sum on 
or before said dato Payments under this paragraph shall operate as a rental and shall cover the provllego of deferring the commencemenl of a well tor 
one ( 1) year from said date Paynnenls under this paragraph shan be In the following amounts: 

To the owner of the soil: ~undr~ Five and No/100 

Dollars (S~ 

To the Stale of Texas: One Hundred Sevenly_flve an,d,_,N"'o/,._,_100""'----- --------------

0ollars ($175.00'----- ------

Total Delay Rental; Three Hundred FillY_and No/100'!------------ --- - -----

0ollars (S,.,350"""".00"'-- ---

In a like manner and upon like payments or lenders annually. tho commencement of a well may be further deferred for successive periods of one ( 1) 
year eac;h durlng the primary term. Nl payments or tenders of rental to the owner of the soil may be made by c;heck or sight drafl of Lessee. or any 
assignee of this lease. and may be delivered on or before the renlal paying date. If the bank deslgnaled In this paragraph (or Its successor bank) should 
cease to exisl. suspend business. liquidate. fail or be succeeded by another bank. or for any reason fall or refuse to accept rental. Lessee shall not be 
held In default for failure to make suc;h payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable lnslrumenl naming anolhor bank as agent lo receive suc;h payments or tenders 

4. PRODUCTION ROYAL TlES. Upon producllon of oll and/or gas. lessee agrees lo pay or cause to be paid one· hall pn) of I he royalty 
provided for In this lease to the Commissioner of the General land Office of the State of Texas. at Austin. Texas. and one·hall (112) of such royalty to the 
owner oflhe soil: 

(A) OIL. Royalty payable on oil. whic;h Is defined as lnduding all hydrocarbons produced In a liquid form at the mouth of tho well and also as 
all condensate. distillate. and other liquid hydrocarbons recovered from oil or gas run through a separalor or olher equlpmenl. as herc•naflcr p<ovoded. 
shall be 114 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. suc;h value to be determined by 1) the highest posted price. plus premium. II any. offered or paid for oil. condensate. dislollate. or other liquid 
hydrocarbons. respectively. of a like type and gravity In the general area where p<oduced and when run, or 2) the highest market pnce thereof offered or 
paod on the general area where produced and when run. or 3) the gross p<oceeds of the sale thereof, whlc;hever Is the greater Lessee agrees that before 
any gas produced from the leased premises is sold. used or processed In a plant. II will be run free of cost to the royalty owners through an adequate ool 
and gas separator or conventional type. or other equopment at least as elflcient. so that all liquid hydrocarbons recoverable from the gas by suc;h means 
woll be recovered The requirement that suc;h gas be run through a separator or other equipment may be waived. In writing. by the royalty owners upon 
suc;h terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (indudlng nared gas). whic;h Is defined as all hydrocarbons and gaseous subslances not 
defined as ool In subparagraph (A) above. produced from any well on said land (except as provided hereln with respect to gas processed on a plant tor 
the exlracllon of gasoline. liquid hydrocarbons or Olher products) shan be 114 part of the gross p<oduellon or the market value thereof. at the 
option of the owner of the soil or the Commissioner of the General land Office. suc;h value to be based on the highest market pnce 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. whlc;hever Is the greater. 
provided that the maximum p<essure base In measuring the gas under this lease shall not at any lime exceed 14.65 pounds per square lnc;h absolute. 
and the slandard base temperature shall be sixty (60) degrees Fahrenheit. correction to be made lor pressure aa:ordlng to Boyie"s law. and 101" specofic 
gravoty accordong to tests made by the Balance Method or by the most app<oved method of testing being used by the Industry at the ume oltesbng 

(C) PROCESSED GAS. Royally on any gas processed In a gasoline plant or other plant lor the recovery of gasolone or other hqUid 
hydrocarbons shall be 114 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the optoon of the owner 
o f the sool or the Commissioner of the General land Office All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on filly percent (50%). or that percent accruong to Lessee. whrc;hever os the 
greater. of the total plant p<oductlon or liquid hydrocarbons attributable to the gas p<oduced from this lease. prOVIded that II loquid hydrocarbons are 
recovered from gas processed In a plant in whlc;h Lessee (or Its parent. subsidiary or affiliate) owns an Interest. then the percentage apphcable to hquod 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through suc;h plant under a processong 
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), whlc;hever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price Daid or offered lor any gas (or liquid hydrocarbons) of comparable quality In the general area. or 2) the gross prlce paid or offered lor suc;h resodue 
gas (or the weighted average gross selling price lor the respective grades or liquid hydrocarbons). whlc;hever Is the greater In no event. hov..ever. shall 
the royalties payable under this paragraph be less than the royalties whlc;h would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royally on carbon black. sulphur or any other products produced or manufactured from gas (exceptong hquod 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas. by fractionating, burning or any other processing shall be ___j/4 part of 
the gross production of such products. or the marl<et value thereof. allhe option o f the owner of tho soli or the Commissioner of the General land Office. 
suc;h market value to be determined as follows: 1) on the basis of the highest market prlce of eac;h product lor the same month In whlc;h suc;h product is 
produced. or 2) on the basis of the average gross sate price of each product lor the same month In whlc;h suc;h p<oducts are produced. whlc;hever is the 
greater 

5. MINIMUM ROYAL TV. During any year alter the expiration o f the prlmary term of this lease. II this lease Is maintained by production, the 
royalties paid under this lease on no event shall bo tess than an amount equal to the lolal 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 renlal less the 
amount of royalties paid during the preceding year II Paragraph 3 of this lease does not specofy a delay renlal amount. then lor the ourposes of lh•s 
paragraph. the delay rental amount shall be one dollar (S t .OO) per acre. 
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6. ROYALTY IN KIND. Nolwithstanding any other provision In this lease. a1 any orne or from lime to orne. the owner of the sod or the 
Commossooner of the General Land Office may. at the option of either. upon not less than sixty (60) days nooce to the holder olthe lease. requore that the 
payment of any royalties accruing to suCh royalty owner under thos lease be made In kind. The owner of the solrs or the Commissioner of the General 
Land Office's right to take Its royally In kind shall not diminish or negate the owner of the solrs or the Commissioner of the General Land Office's nghts 
or lessee's obligations. whether express or Implied. under this tease. 

1. NO DEDUCTIONS. Lessee agrees that all royal ties accruing under this lease (including those paid in kmd) shall be wothoul deducuon lor 
the cost of producing. gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready lor sale or use. lessee agrees to compute and pay royaiUes on the gross value received, including any reimbursements 
lor 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 proporuonate share of any fuel 
used to process gas produced hereunder in any processing plant Nolwlthstandlng any other provision of this lease, and subject to the wnuen consent of 
the owner of the soli and the Commissioner of the General Land Office. Lessee may recycle gas lor gas hit purposes on the teased premoses or lor 
on1ecoon onto any oil or gas producing formation underlying the leased premises alter the liquid hydrocarbons contaoned in the gas have been removed. 
no royalties shall be payable on the recycled gas until It os produced and sold or used by Lessee In a manner \\ hleh enUUes 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 Commlssooner of the General Land Office at 
Auston. 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 Regoster. Rulas currenUy provode that royally on oil 
Is due and must be received In the General Land Office on or before the 5th day of tile second month succeeding the month of production, and royally 
on gas Is due and must be received In the General Land Oltlce on or before the 15th day of the second month succeeding the month of producuon. 
accompanied by the affidavit of the owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Olfoce 
and showing the gross amount and disposition ol all oil and gas produced and the marl<et value of the oil and gas, together woth a copy of all documents. 
records or reports confirming the gross production, dosposltion and market value including gas meter readings, pipeline receipts, gas hne receopts 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 reCOtds 
whiCh the General Land Office may require to verily the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act lor the Lessee herein must be filed In tho 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 
hos royalty on or before thorty (30) days after the royalty payment was due. then Lessee owes a penally of 5% on the royally or $25.00, whiChever Is 
greater. A royally payment whiCh Is over thirty (30) days late shall accrue a penally of 10% of the royalty due or $25.00 whiChever ts greater In addotion 
to a penally. royalties shall accrue Interest at a rate of 12% per year; suCh Interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents whiCh are not filed when due shall Incur a penally In an amount set by the G~neral Land Office admonlstrattve rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear ali responsoblllty lor paying or causing 
royaiUes to be paid as prescribed by the due date provided herein. Payment of the delinquency penally shall In no way operate to prohoblt the State's 
right of forfeiture as provided by law nor aca 10 postpone the date on whiCh royalties were originally due. The abovo penalty provisions Shall not apply In 
cases of oue dospute as 10 the State's portion of the royalty or to that portion of the royalty in dispute as to fair marl<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the CommiSSioner of the General Lano Olfoce 
wolh ots best possoble estomate of oil and gas reserves underlytng this lease or allocaole to this lease and shall lurrush said Corrvnosstoner wllh copies of 
all contracts under whiCh gas Is sold or processed and all subsequent agreements and amendments to suCh contracts withon thirty (30) oays after 
entering onto or makong such contracts, agreements or amendments. SuCh contracts and agreements when received by the General land Offoce shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and reCOtds pertatning to the produc~on, 
transportation, sale and marketing of the oil and gas produced on said premises. including the books and accounts, receopts 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 any of them. 

(B) PERMITS, DRILL ING RECORDS. Wrluen notice of all operations on this lease shall be submiued to the Commossloner 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 wrouen notice to the General Land Office shall Include copies of Railroad Commission forms lor application to drill. Copoes of well aests, 
completion reports and pluggong reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commossoon. All 
applicauons. permits. reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Raolroad Commission or any other governmental agency shall Include the word "State" in the tiUe. Additionally, In accordance woth Raolroad Commissoon 
rules, any slgnage on Ute leased premises lor the purpose of ldentitylng wells, tank balleries or other associated Improvements to the land must also 
tnclude the word "Stale." Lessee shall supply the General Land Office with any reCOfds, memoranda. accounts, reports. culllngs and cores, or other 
onlormatlon relative to the operation of the above-<lescribed premises, whlcll may be requested by lite General Land Office, In addition to those herein 
expressly provoded for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of lhe surface casing 10 
the total depth of well, of all wells drilled on the above descrobed premises and shall transmit a true copy of the log of eaCh survey on eaCh well to the 
General Land Office wothln fifteen (15) days alter the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materoals are no1 toted In the General Land Olfoce when 
due. The penalty lor late filing shall be set by the General Land Office administrative rule whiCh is effective on the date when the materials were due on 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. II, during the primary term hereof and proor to discovery and 
productoon of ool or gas on said land, Lessee should drill a dry hole or holes thereon, or II during the primary term hereof and after the doscovery and 
actual production of oil or gas from the leased premises suCh production thereof should cease from any cause, this lease shall not terminate II on or 
before the expiration of sixty (60) days from dale of completion of said dry hole or cessation of production Lessee commences addotional dnlhng or 
reworking operaalons thereon, or pays or tenders the next annual delay rental in the same manner as provided In this lease. If, dunng the last year of tne 
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 lor any cause. 
Lessee's roghts shall remain in lull Ioree 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 dulling or reworkong 
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operations pursuant to Paragraph 13, uslng the expiration of the primary term as the dale of cessation of produdlon under Paragraph 13. Should the r.rst 
well a< any subsequent wen drilled on the above described land be completed as a shut~n on a< gas well within tho primary term hereof, Lessee may 
resume payment o f the annual rental In the same manner as provided herein on or befa<e the rental paying date following the expiration of sixty (60) 
days fra<n the date of completion of such shut-In oil a< gas well and upon the failure to make such payment, this tease shaft Ipso facto terminate 11 at the 
exptration of the primary term a< any time thereafter a shuHn oil 0< gas wen 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 nO< 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 tong as operations on 
said well 0< for drilling 0< reworking of any additional wells are prosecuted In good faith and In WO<kmanllke manner without lnlell\Jptions totaling more 
than sixty (60) days during any one such operation, and If they result In the production of oil and/O< 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, aner the expiration of the primary term. production of oil a< gas from the leased 
premises. after once obtained, should cease from any cause. this lease shall not terminate If Lessee commences additional drilling or reWO<klng 
operations within sixty (60) days after such cessation. and this lease shall remain In full fO<ce and effect fO< so long as such operations conunue In good 
faith and In WO<kmanfike manner without lntell\Jplions totaling more than sixty (60) days. If such drilling a< reWO<klng operations result In the production 
of ool or gas. the lease shall remain In full fa<ce and effect fO< so long as oil 0< gas Is produced from the leased premises In paying quantities a< payment 
of shut-In on or gas well royalties 0< payment of compensatory royalties Is made as provided herein a< as provided by law If the drilling 0< reWO<kong 
operations result In the completion of a well as a dry hole, the lease will not terminate If the Lessee commences addotional drllllng a< reWO<kong 
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 WO<kmanlike manner without lnlell\Jptions totaling ma<e than sixty (60) days Lessee shall give wntten nobce 
to the General Land Office within thirly (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of th is 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 
mainlalnod In force and effect, a well capable of producing oil 0< 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 sullable 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 $1,200 a year fO< each well capable of produdng oil or gas In paying quanbties If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amoount shall be one dollar 
($ 1.00) per acre. To be effective. each Initial shut-In oil or gas royalty must be paid on or before: ( 1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil a< gas from the leased premises, or (3) 60 days after Lessee completes a drilling a< reWO<klng operation in accordance 
woth 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 ( 112) 10 the owner of the soli If the shut-In oil 0< 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, a< from the firSt day of the month following the month In whoch 
productoon ceased, and, after that. If no suitable production facilities 0< suitable market fa< the oil 0< gas exists, Lessee may extend the lease fa< four 
more successive periods of one ( 1) year by paying the same amount each year on or before the expiration of each shut-In year 

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept In effect by payment of the shut-In oil 0< gas royalty, oil or gas Is 
sold and delivered In paying quantities from a wen 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 a< gas royalty shall cease. but 
the lease shall remain effective for the remainder or 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 tho same producing reservoir and within one thousand (1,000) feet of the leased premises The compensatory 
royalty Is lobe paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the well causing the drainage or that Is completed In the 
same producing reservoir and localed within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid In any 12-month penod 
Is an amount less than the annual shul~n oil a< gas royalty, Lessee shall pay an amount equal to the difference within thlrly (30) days from the end or lhe 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest In accordance wilh Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nO< the obligation to dnll offset wells as provided In 
Texas Natural Resources Code 52.173: however, at the determination of the Commissioner, and with the Ca<nmissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a wen producing 0< capable of producing oil 0< 

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 fO< the proper development of the leased premises and In marketing the produdlon thereon 

(A) VERTICAL In the event this lease Is In fO<ce and effect two (2) years after the expiration dale of the primary or extended term It shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil welt capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantllles (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 reWO<klng operations, or (2) the number of acres Included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater 0< lesser number of acres as may then be allocated fa< production 
purposes to a proration unit fO< each such producing welt under the rules and regulations of the Railroad Ca<nmlsslon of Texas, 0< any successor 
agency, or other governmental authority having jurisdiction. If at any lime alter the effective dale of the partial lerminalion provisions hereof. the 
applicable r.eld rules are changed or the well or wells located thereon are rectasslned so that less acreage Is thereafter allocated to said well a< wells fa< 
production purposes. this lease shall thereupon terminate as to all acreage not thereafter allocabed to said welt 0< wells fO< producbon purposes 
Nolwtthslanding the termination of this lease as to a portlon of the lands covered hereby, Lessee shan nevertheless continue to have lhe right of Ingress 
to and egress from the lands still subject to this lease fO< all purposes desetibed In Paragraph 1 hereof, together with easements and rights-of-way fO< 
existing roads. existing pipelines and other existing facilities on, over and across an the lands described In Paragraph 1 hereof rthe retained landsl. fO< 
access to and from the relalned lands and fO< the gathering 0< transportation of oil, gas and other minerals produced from the retained lands 
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(B) HORIZONTAL. In the event this lease Is In fOt'ce and effect two (2) years after tile expiration date of tile pnmary 04' 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 reta1ned 1n 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one·halt (112) of the 
bonus originally paid as consideration for this tease (as specified on page 1 hereof). It 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 Of gas Is produced In 
pay1ng quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nea~y as practical, be In tile form of a 
square wrlh the well located in the center thereof. or such other shape as may be approved by the Commissioner of the General Land Office. Wuhm 
lh1ny (30) days after partial term1nation of thiS lease as provided heroin, Lessee shall execute and record a releaso or releases containing a sa~stactOt'y 
legal descnptlon of the acreage and/or depths not retained hereunder. The recorded release, or a oertified copy of same, shall be filed In the General 
Land Office, accompanied by the filing fee prescnbed by the General Land Office rules In effect on the date the release Is filed II Lessee falls or refuses 
to execute and record such release 04' 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 tile acreage and/or depths to be released hereunder and record such 
mstrument at Lessee's expense in the county or counties where the tease Is located and In the official records of the General Land Office and such 
deslgnallon shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid, or to be paid. under tills lease shall relieve Lessee of his obhga~on 
to protect the oil and gas under tile above-described land from being drained. Lessee, sublessee, receiver or other agent In control of the leased 
premises shall dnll as many wells as the facts may justify and shall use appropriate means and drill to a depth neoessary to prevent undue dra1nage ol 
011 and gas from the leased premises. In addition, It Oil and/or gas Should be produced In commercial quan~ties Within 1,000 feel of tile leased premises, 
or In any case where tile leased premises Is being drained by producuon of oil or gas. the Lessee. sublessee, receiver 01 other agenl In control ol the 
leased premiSes shall In good fa1th begin the drUhng of a well 01 wells upon the leased premises within 100 days after the draimng well 01 wells 01 tile 
well 04' wells completed Within 1,000 feet of the leased premises stan produCing In commeroal quanu~es and shall prosecute such drliung wuh d11Jgence 
Failure to sa~fy the statuhOt'y offset obligation may subject th1s lease and the owner of the sorl's agency rights to forle11ure Only upon the delefllllnatJon 
of the CommissiOner of the General Land Office and With his wr1nen approval may the payment of cornpensatOt'y royalty under applicable statuhOt'y 
parameters sa~sfy the obl1gation to drUI an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. II, after a good talth effon, Lessee Is prevented from complying With any express or 1mpl1ed covenant ol this lease. 
from conducting drilling operations on the leased premises, or from produdng oil or gas from tile leased premises by reason of war, rebellion, nots, 
stnkes, acts ol God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obllgauon to comply w1tn such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply w1th 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 01 gas from the leased 
premises. However, nothing In this paragraph shall suspend the payment of delay rentals In order to maintain this lease In eHect during tile primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soli warrants and agrees to defend Iitle to the leased premises. If the owner of the so.l defaults 
1n 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 mongage, 
taxes or other liens on the leased premises. If Lessee makes paymenls on behalf o f the owner of the soil under !his paragraph, Lessee may recover the 
cos I of these payments from tile rental and royalties due the owner of the soU. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner- of the soil owns less than the entire und1vlded surface estate 1n the above 
described land, whether 01 not Lessee's Interest Is speofied herem, then the royalties and rental herein provided to be paid to the owner of the sorl shaD 
be paid 10 him in the proponion which h1s Interest bears to the entire undivided surface estate and the royalties and rental he<e1n provided to be paid to 
the CommisSioner of the General Land Office of the State ol Texas shall be likewise proportlonately reduced However, beiOt'e Lessee adJUSts the 
royalty or rental due 10 the COOVTllssioner ol the General Land OffiC8, Lessee 01 his authofized representauve must subml 10 the Cornrruss1oner ol lhe 
General Land Office a wntten statement which explains the discrepancy between the Interest purporledly leased under th1s lease and the actual1n1erest 
owned by the owner of the sort. The Commissioner of the General Land Office shall be pa1d the value ol the whole produellon allocable to any und1vi0ed 
1nterest not covered by a lease, less the proportionate development and production cost allocable to such undivided lnteresl However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable 10 the undivided Interest notloased 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 1nduded Wltnln the boundaues 
of a pooled un1t that has been approved by the School land Board and the owner of the soU In accordance with Natural Resources Code Se~s 
52.151·52.154, or II, al 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 accord1ng to the number of acres pooled, released, 
surrendered, 01 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, 01, il after the expiration of the primary term. the number ol acres 
aclually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use waler produced on said land necessary fOt' operations under this lease excepl water 
from wells or tanks of the owner of tile soil: provided, however, Lessee shall not use potable water or water su•table 10111vestoc1< or ~rrigation purposes 
for waterflood operations without the prior consent of tile owner of the soil. 

22. AUTHORIZED DA MAGES. Lessee shall pay the owner of the soil for damages caused by 1ts operat1ons to all personal property, 
Improvements. livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soli, Lessee shall bury Its pipelines below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feel to any house 01 barn now on said prem1ses w1thout 
the wntten consent of tile owner of the soil. 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and an proper safeguards to prevent pallu~on . Wilhoul 
limiting the foregoing, POllution of coastal weUands. natural waterways, rivers and Impounded wafer shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pallution, 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 silo or 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 shan res tore the surface of the land to as near Its original condition and contours as Is practicable Tanks and 
eQuipment will be kepi 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 exporahon or the 
termination of this lease unless the owner o f the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casong 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 wnllen 
notice to the Commissioner of the General Land Office and to the owner or the soli The owner of the soil shal 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 or either 
party to this lease may be assigned, In whole or In part, and the provisions of this tease 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 olbligauons of 
Lessee. diminish the rights, privileges and estales or Lessee, Impair the effectiveness of any payment made by Lessee or Impair the effectoveness or any 
act performed by Lessee. And no change or division In ownership of the land. rentals, or royallles shall bind Lessee lor any purpose unlll lhlrty (30) days 
alter 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 munlments of tiUe (or a certified copy of such original) when the ownership changed because or 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 
olbllgallons under this lease. If lhls lease Is assigned In Its entirety as to only part or the acreage, the right and option to pay rentals shall be appor1ioned 
as between the several owners ratably, according to Uhe area or each, and failure by one or more of them to pay his share or the rental shall not alfecl 
this lease on Uhe part of the land upon which pro rata rentals are timely paid or tendered: however, If the assignor or assognee does not file a certofied 
copy of such asslgnmentln the General Land Ofllce before the next rental paying dale. the enure lease shall terminate for failure to pay the entire rental 
duo under Paragraph 3. Every assignee shall succeed to all rights and be subJect to all obligations, llabllotles, and penalties owed to the State by !he 
original lessee or any prior assignee of the lease, lnduding any liabilities to the State lor unpaid royalties 

(B) ASS IGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a), If the owner of the sool aCQuires th is lease In whole or In 
part by assignment without the prior wrlllen approval of the Commissioner of the General Land Office, this lease Is void as of the time of assignment and 
the agency power or the owner may be forfeited by the Commissioner. An assignment will be trealod as II It were made to the owner or the soil II the 
assignee Is: 

( 1) a nominee of the owner or the soli: 
(2) a corporation or subsidiary In which the owner of the soli Is a prlndpal stockholder or Is an employee or such a corporation or subsidiary; 
(3) a partnership In which I he 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 or the soil: 
(5) a partner or employee In a partnership which Is the owner of the soil: 
(6) a fiduciary lor Uhe owner of the soil; Including but not limited to a guardian, trustee, executor, admlnlstrator, receiver, or conservator lor the 
owner or the soil: or 
(7) a family member of the owner of Uhe soli or related to the owner of the soil by marriage, blood. or adoption 

28. RELEASES. Under Uhe conditions contained In this paragraph and Paragraph 29, Lessee may at any time execute and delover 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 olbligations as to acreage surrendered. If any part of this lease is property surrendered, the 
delay rental duo under this lease shall be reduced by the proportion Uhat the surrendered acreage bears to the acreage which was covered by this lease 
immedlalely prior to such surrender: however, such release will not relieve Lessee of any llabililles which may have accrued under this tease prior to the 
surrender or such a creage. 

29. FILING OF ASSIGNMENTS A ND RELEASES. If all or any part or this lease Is assigned or released, such assignment or release must be 
recorded In the county where Uhe land Is situated, and the recorded Instrument. or a copy of the recorded Instrument certified by the County Cleric of the 
county In which the Instrument Is recorded, must be filed In the General Land Office wllhln 90 days or the last execution date accompanied by tho 
prescribed filing lee. If any such assignment Is not so Hied. 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 per1alnlng to the lease of the above-described land have been Included In thos instrument. 
oncludong the statement or the 11\Je consideration to be paid lor the execution or 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 Uhls lease Invalid 

31 . FIDUCIARY DUTY. The owner of the soil owes the Stale a fidudary duly and must fully disclose any facts affecting the Slate's Interest in 
the leased premises. When the lnlerests or the owner of the soil connie! with those of the State. the owner of lhe soil Is olbllgaled to put the State's 
lnlerests before his personal interests 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment or any sum within lhlrty days after It becomes due, or II Lessee or an 
aulhorlzed agent should knowingly make any false return or false report concerning production or drilling, or II Lessee shall fall or refuse to drill any 
offset well or wells In good faith as reQuired by law and Uhe rules and regulations adopted by the Commissioner or the General Land Office, or of Lessee 
shOUld laM 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 II Lessee shOUld refuse the proper authority access to the records pertaining to operations. or of Lessee or 
an authorized agent should knowingly fall or refuse to give correct Information to the proper authority, or knowingly fall or refuse to furnish the General 
Land Office a corred log of any well, or II Lessee shall knowingly violate any of the material provisions of this lease, or II thiS tease Is assigned and the 
assignment Is not filed In Uhe General Land Office as reQuired by law, the rights aCQuired unde< this lease shall be subJect to lorfeoture by the 
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Commissioner. and he shall forfeit same when sufficlenuy lnfonned of the facts which authO<ize a forlelture, and when lorleiled the area shall again be 
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be conslrued as waiving the automauc termlnallon of this 
lease by operauon of law 0< by reason of any speclal llmllallon arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated befO<e the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance w1th 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In aCCO<dance with Texas Natural Resources Code 52.136. the State shall have a first hen upon all otl and gas produced lrom tile 
area covered by this l ease to secure payment of all unpaid royally and other sums of money thai may become duo under this lease. By acceptance of 
this lease, Lessee grants the Slate, in addition to tile lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen. 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 usea In connecllon with the production or processing of such leased minerals In O<der to secure tile payment of an royalties 0< other 
amounts due or to become due under this lease and to secure payment of any damages 0< loss thai LessO< may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express 0< Implied. This lien and security Interest may be foreclosed with 0< without court proceedings m 
the manner provided In the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary lo acknowledge, attach or perfect this lien. Lessee hereby represents thai there 
are no prior 0< superior liens arising from and relating to Lessee's activities upon the above-described property 0< from Lessee's acquisition of th1s lease 
Should the Commissioner at any time determine that this representation Is not true. then tile Commissioner may declare this lease forle1ted as provided 
herein. 

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royally interest of the owner of the soil under this lease with any other 
leasehold 0< mineral Interest for the exploration, development and production of oil 0< gas 0< either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office fO< the pooling 0< unltlzlng of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the Inclusion of this provisiOn In this lease sausfies the 
execution requirements staled In Texas Natural Resources Code 52.1 52. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the SO<I, their officers, employees. partners. 
agents, contractO<s, subconlfactors, guests. lnvllees, and their respective successors and assigns, of and from all and any acllons and causes ol action 
of every nature. or otner harm. Including environmental harm, for which recovery of damages is sought. Including. but not limited 10, all losses and 
expenses which are caused by the activities of Lessee, Its officers, employees, and agents arising out of, Incidental to, or resulting from, the opera~ons 
of or lor Lessee on lhe teased premises hereunder, or thai may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement. or by any other negligent or striclly liable acl 0< omission of Lessee. Further, Lessee hereby agrees to be liable fO<, exonerate. ondemmfy, 
defend and hold harmless the Slate of Texas and the owner ol the soil, their officers. employees and agents. their successO<s 0< assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm fO< whiCh recovery of damages 
is sought. under any theory Including tort , conlracl, or stricl liability, Including attorneys' fees and other legal expenses. lnclud1ng tllose relaled 10 
environmental hazards, on the leased premises or In any way related to Lessee's failure 10 comply with any and all env~ronmental laws: those arising 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises: and those thai may arise out of or be occasioned by Lessee's breach of any of the lerms 0< proviSions of tllis Agreement 
or any other act or omission of Lessee, Its directors, officers. employees, partners, agents. contractO<s, subCOntractors. guests. 1nv,1ees, and tllell 
respective successors and assigns. Each assignee of this Agreement, or an Interest therein, agrees 10 be liable for. exonerate, Indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers. employees, and agents In the same manner provided above in connection w1lh 
the acuviues of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LI ABILITY, OR THE 
NEGLIGENCE OF A NY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use tile h1ghes1 degree of care and all reasonable saleguards to prevenl contammauon or 
pollution ol any environmental medium, Including soli, surface walers, groundwater, sediments, and surface or subsurface strata, amb1en1 air or any 
olher environmental medium In, on, 0< under. the leased premises, by any wasle. pollutant, or contamlnant. Lessee shall not bring or permlllo rema~n on 
the leased premises any asbestos containing materials. explosives, toxic materials, 0< substances regulated as hazardous wastes, hazardous malenals, 
hazardous substances (as the term "Hazardous Substance· Is defined In the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601, el seq.), or toxic substances under any federal, stale, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored In the usual manner and quantities. 
L ESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MA TERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND RE PAIR ANY SOIL OR GROUND WATER 
CONTAMINA TION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources COde 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable stalules and amendments thereto, and If any provision In this lease does not confO<m 10 these 
statutes, lhe statutes w111 prevail over any nonconfO<mlng lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it Is filed or record In tho county records 
and In the General Land Offoce of the State of Texas. Once the filing requirements found In Paragraph 39 or this lease have been sa~sfied, tho effective 
date of Jhls lease shall be the date found on Page 1. 

39 . LEASE FILING. Pursuant to Chapter 9 or tho Texas Business and Commerce Code. this lease must be filed of record In the office of the 
County Cleric In any county In which all or any part of tho leased premises Is located. and certified copies thereof must be filed In the General Land 
Office This lease Is not effective until a certified copy or this tease (which Is made and certified by the County Cleric from his records) Is filed In the 
General Land ornce In aCCO<dance with Texas Natural Resources Code 52. 183. Addttlonatty, this lease shall not be bonding upon the Stale unless it 
redtes the actual and true consideration paid or promised for execution or this lease The bonus due the State and the presc:nbod filing fee shan 
ac:company such certified copy to the General Land Office 

40. See attached Exhlbit"A" for surface amendments 

STATE OF TEXAS 

::SSEE: TIE~L~:N, INC 

Ral~~ 
Title: _ _ Preslden.,t __________ _ 

Date: __ ...!l../~·-l...::~_-_tJ_f ____ _ 

By GRETCHEN C. NORTHRUP FOUNDATION C/0 TRINITY UNIVERSITY 
Individually and as agent for the State or Texas 

By~~6de.1,id,--en""'t ______ _ 

Date o/'-/~~,P 

,(,l(olbt~· •. ,!~ !L 
lor Fiscal Afla l~s/ ~ 

Date -7'-/-/-tJ~ 

TAX ID #74·6294095 

(CORPORATION ACKNOWLEDGMENT) 
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(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Ralph Lea, Jr., known to me to bo the person whose name 1s 
subscnbed Jo Jhe foregoing lnstrumeniS as President o f Tierra Explorailon. Inc .. a Texas corporation. and acknowledged to me thai he eKeculed the 
same for Jhe purposes and consideration therein expressed, In the capaclty stated, and as the act and deed of said corporation. 

Grven under my hand and seal of otnco U1ls U1e {).. ~i'l day of Ap (I I , 2005 . 

.r~·~~RHONDA G. PA TIERSON 
{:;* ':• MYCOMMISSIONEXPIRES 

\~.ii:J'j MMCh l 200!1 

Notary Public In and for _n~1t .... du(Q,._· ....,f'te....,I,__-'C'-"
1

11;..:' U::....JL!.Dj.::r.,-Ti.:..:.(I{.:....I\_J _ 

(CORPORATION ACKNOWLEDGMENT) 
STATE OF TEXAS 

COUNTY OF BEXAR 

BEFORE ME, the undersigned authorily, on this oay personally appeared John R. Brazrl, known to me to be the person whOse name 1S 
subsc11bed to the foregoing Instruments as President of Trinity Unlverslly, and acknowledged to me that he executed tho same for the purposes and 
consideration therein expressed, In the capaclly staled, and as the act and deed of said corporation. 

G1ven under my hand and seal of office thrs the __!_£_ day of ~ . c) 

(CORPORATION ACKNOWLEDGMENT) 
STATE OF TEXAS 

COUNTY OF BEXAR 

BEFORE ME, the undersigned authorlly, on this day personally appeared Craig McCoy, known 10 me to be the person Whose name IS 
subscribed to the foregoing rnsltumenlS as Vice President lor Fiscal Affairs of Trinity University, and acknowledged to me that he executed the same for 
the purposes and conslderatron therein expressed, In the capaclty stated. and as the act and deed of said corporation. 

Given under my hand and seal ol ofhce this the _!_.2...._ day of ) ~U j l' 
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URFACE AM E OME TS 

I. Upon the cessation of drilling at each well location, the abandonment of said lease or 
surrender thereof, Lessee, its successors or assigns, shall then level all drilling pits and 
other excavations and shall repair all damage done, or cause to be done, to buildings, 
fences, roads, culverts, turf, water wells and/or other improvements and to restore same 
to their original condition wi thin 90 days afier the cessation of activity. No drilling mud 
shall be spread on surface lands of Lessor without express written consent of Lessor. 

2. Lessee's right to use water from the leased premises shall not include the right to use 
fresh water from any fresh water sands or strata underlying the leased premises for any 
secondary recovery operations that may be conducted on the leased premises. Lessee 
shall have the right to use fresh water from wells or surface impoundments only with the 
expressed permission of the Lessor. 

3. All operations of Lessee shall be conducted so as to minimize the amount of surface land 
used or damaged by Lessee and Lessee agrees to construct not more than one road to 
each location on the leased premises and to confine all travel incident to the drilling and 
production of such well to the single road. All roads constructed by Lessee s hall be of 
good quality and suitable for all -weather usc. The routes for all roads shall be mutually 
agreed upon between Lessor and Lessee before the commencement of any road 
construction. Lessee agrees to maintain all roads used by Lessee on the leased premises 
in good condition and repair during the period of Lessee's operations on the leased 
premises. The surface owner shall have the right to use all roads on the leased premises. 

4. It is unders tood and agreed that this lease does not cover or include any right or privilege 
of hunting wi th firearms and/or with dogs or otherwise on the leased premises or fishing 
on the leased premises; all such hunting and fishing rights being expressly reserved, and 
Lessee agrees that none of the Lessee's o fficers, agents, employees or representatives will 
bring any dogs and/or firearms upon the leased premises, and that any one so doing shall 
be trespassers and subject to prosecution as such. 

5. Prior to erecting new storage tanks, pipelines, compressor stations or other usual faci lit ies 
required by Lessee for producing oil and gas and operating this lease, Lessee sha ll advise 
Lessor of Lessee's intent ion. Lessor and Lessee will then mutually select a site or sites 
for locating such equipment and pipelines taking into consideration the ranchi ng and 
fam1ing operation of Lessor and Lessee's needs in conducting its operations under the 
terms o f this lease in a reasonable manner. 
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6. Lessee, prior to the construction of any new road or the cutt ing, altering and removal of 
any existing fence on the leased premises, or the cutting or removal of any tree on the 
leased premises, shall notify Lessor of such intention and shall be governed by the 
Lessor's wishes. Lessee shall di spose of all brush, trees, trash and debris away from the 
pro perty. Under no circumstances will trash, garbage or debris be buried or dumped on 
the property or adjacent lands of Lessor. Brush and trees may be buried or burned o n the 
property only with written permission from owner or his representative. 

7. Lessee agrees to protect, defend, indemnify and hold harmless Lessor, the owners of the 
surface of the Leased Premises, and their respective agents, employees and tenants, from 
and against all liabi lities, losses, expenses, claims, demands, and causes of action of 
every kind and character, whether for death or personal injury to persons (including 
agents and employees of Lessee and Lessee's subcontractors) for loss or damage to 
property, in any way and at any time arising out of, incident to, or in connection with this 
Lease, operations conducted on the Leased Premises, or breach of the tenns hereof, 
regardless of whether any such liability, loss, expenses, claim, demand or cause of action 
is based on the sole or concurrent negligence of any party indemni lied hereunder. 

8. Each drill site location shall be constructed so as to result in the least interference with 
surface usage as reasonably practicable under the circumstances. All pits shall be 
constructed and lined so as not to pollute the adjoining land at the request of Lessor. 
Lessee shall take all reasonable precautions necessary to prevent land, air and water 
pollution, including pollution to all underground fresh water zones. Lessee shall collect 
all trash which accumulates in connection with his operat ions and remove such trash 
from the Leased Premises. Lessee shall take all reasonable precautions to prevent 
blowouts from occurring on the Leased Premises. Lessee shall utilize only such area 
around each producing well as is reasonably necessary for such purposes, and Lessee 
shall restore the remainder of such drill site to its original condition as nearly as possible 
with in a reasonab le time after the completion of operations on each dri ll site where no 
producing well is located, Lessee shall clear the location, remove all equipment placed 
upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of 
the drill site to its original condit ion as nearly as possible. Lessee shall construct and 
maintain gates at a ll places where any roads used by Lessee cross through fences on the 
Leased Premises, and Lessee shall keep such gates locked when not actually passing 
through such gates. Upon termination of Lessee's operations on the Leased Premises, 
Lessee shall restore the surface of all lands utilized by Lessee, and not theretofore 
restored, to thei r original condition as nearly as possible. Within six (6) momhs after the 
tem1ination o f this lease, Lessee shall remove any and all property placed by Lessee on 
the Leased Premises or Lessor shall cause same to be removed at Lessee's Expense. 

9. Lessee is to comply with all Federal and State regulations. 

I 0. Lessee shall pay market value for any and all li vestock lost as a result of Lessee's 
operations under this lease. 

•• • • • • • • • •• • • • • • ••• • 
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II . All pipelines arc to be buried 36 inches below the ground, which will be from the top of 
the pipe to the surface of the ground. Only crude oi l and natural gas (no other 
derivati ves) wi ll be allowed to be transported through any pipelines on the property. 

12. Lessee shall not conduc t any operations with in one-quarter (114) mile of any homestead, 
li ving quarters or li vestock watering facilities without express consent o f Lessor . 

•• • • • • • • • ... ~ • • • • • .... • 
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0 

OCTOUEH 2, 199ll 

I, DEOORA I I BOLSTER, Assistam St:cretary of the Board ofl rustccs ofl rinity Umvcrslly, hcr.:by cemfy 
that the fo llowing is a true and correct copy of a Resolution adopted at the meeting of the Board of Trustees 
o fTrini ty University, San Antonio, Texas, hc:ld October 2, 1998: 

.. ....... 

fiLE NO. 2457 

13£ IT HESO LVEO by the Board o r Trus tees or Trinity University 
thut on bchalr ur Trinity University or the Lluard or Trustees ur 
T ri nity Univct·sity, in the ind ividual cu pacity or each, and as 
E~ccutor, Adminis trutor, Trustee, A~:ent, ltc1Jrescnta tive, Pa rtner , 
ur in uny other capacity \\hatsocvcr, any t\\0 o r the roilowing: 
Chairman ur the Board, lnuucdiatc l'ast C hairman, Vice 
C hairumu, Finance & l'rupcrty Chuirumn , Secretary, Treasurer, 
Assistant Treasurer, !'resident or t he Uuiversity, und Vice 
Presideut rur Fiscal Arr:~irs, are hereby a uthorized aud 
empu,cred : 

To execut e uny und ull instruments rcrJIIircd tu sell, convey, 
t ransrer, ussi ~:u , rent, lease, mort ~:a~:e, or otherwise dispose o r uny 
interest owned by Trinity University or the Board or Trustees or 
Triuity Univcr:. ity, in any r eal property (i ncluding oil, g:ts, :111d 
m ineral interests) wheresoever locuted, including but not limited to 
deeds, leuses, oil, ~:us, and mineral leuses, division orders, releases, 
as well as instruments required by any governmenta l agency, and 
any other in>t r untCntS or whatsoever kj nd or dtaraet.r relatin1: to 
the sale, n1u1wgem cnt , or d isposi tion ur uny uch property. 

CIUIIII~II 
tt~~kklat 

ln'Wn«h .. tc tJ ... ,ll.,., ~ 
CJ-.;.ar, Nouw•~ltUtl uf I ~h.;~• ( uut.lhUh:c 

Vrcc Chaar 
llononl)' v..._-c- Cl~;;~&r A. 

0\;Ut, (. 1"-"h kdottii)U.t 1r.J KchJ:NW L1fc Cumuuucc 
Tru~~r 

V .. f~r FUQI AIT~r" A. An~~~ Trusurrr 
Sccrclllll')' 

C"h;~lt, IIIH'.:.tuw.:nll t"ommlllcc 
Cha1r, Au~oht Comm•nc:c 
Ch;m, Ad~iUlCC:IIICIII COIUIIIIIIC-C: 

Chair, Finaucc and t•rqJC:tl)' Comuullc:c. 
Ch;~ir. Aciklcuvc Allai~ (\mum nee. 
Cha~r, StUr.k111 Allain: Com.uuucc 

M:. I ~u..~ W .. tb Vo6hiJ .. J. 
Or J..,~.~, k Br.wl 

Mr Ruben S M""( Li11e 

Mr <ic:of}:t C I hAun 

~h SNron J 0.11 
V.:11111 
Mr CB1~ M .. Coy 

Mr 0 10nW R SclllliiC.a 
Mr Jlam.:s F Dtd.c, II 
Mr l>ouijlaS U IIJ wthoruc 
"b Phyllis Utuwnint: 
Mr ~b~l"'ll U M1lkr, Jr 
Ms llJf'b;,r.tW f'cn:c 

~ r' rhu~l • ut ~ 

OR IJS( I" 
:)Q ··"-l L' ••" 
ut~ 

" l :'(idA!.. 
Al " [ "' ClllD. 

•• ,;,.!tl ot:.A.A.. 

fiLED FOR RECORD ON' 11iE 23 RD DAY Of JUNE A . 0 . 2005 1 : 4 9 P • K. 

DUL~Y . (>RDl ED ?-{ T~·,-.. ,27TH\ DAY OF __ J_U_N_E-.• ------A.O. 2005 9: 00 A. K . 

BY: _ J { ~ '-i (...,(. (2 , DEPOTY Ol.AMlfE 0. YLORJ::Z , COUNTY CL£10( 
REEVES COUNTY , TI::XAS 

•• • • • • • • • •• • • • • • ••• • 

• • • • • • • • •• 

73 3 

• •• • • • • • • • • •• • • ••• 



tO 

~ 

---.9 

d z 
C1) 

ii: 

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

,_ 
C1) 
c: 

.Q 
(I) 

.!!3 
E 
E 
0 u 
c: 
0 
~ 

~ 
<':! 

0.. 
~ 

"2 t 
:-::::1 C1) 
~....., 

~ 
<':! 

0 

• • • • • • • • • • • 

~ 

•• • • • • • • •• 

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

The above and loregoing is a lull. true and correct photographic copy of the 
original record now in my lawful custody and possession. as the same is 
filed/recorded 1n the public records of my off1cc. found 1n VOL. l.0..3_. 
PAGE 721 , THRU 733 OFFICIAL PUBLIC 

RECORD ~~-:'"' therebycenihedon __ 06-28-05.._ 

fff'~ it,· DIANNE 0. FLOREZ, COUNTY CLERK 

~·· co~ BY a~ -- DEPUTY 
ciiAhz 
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OIL AND GAS LEASE 

True and Correct 
copy of 

Orig1nal filed m 
Reeves County 

Clerks Ofi1ce 

THIS AGREEMENT is made and entered into this 8th day of AIW!_ 2005 between the State of Texas. actmg 

by and through Its agent, TRINITY UNIVE.,_,~"'S""I"'TY-'------------

of Attn: Business Office-Endowmenls...Qn_e Trinity Place. San Antonio, Texas 78212-7200 ------------------­

(GMt Permanent Adcl<ess) 

said agent herein referred to as the owner of the soil (whether one or more). and Tlerra Exploration. Inc 

o!P O.Box56,Modland. Texa79702 

(Gtvfo Pennanen1 Address) 

herelnaller called Lessee 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paod, kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner ol lhe soli, hereby grants, leases and lets unto Lessee. lor 
the solo and only purpose of prospecting and drilling lor and producing oil and gas. laying pipe lines. bulldong tanks, storing oil and building power 
stations. telephone lines and other structures thereon. 10 produce. save, take care of. treat and transport said products of the lease. the following lands 
situated In Re~ County, Stale of Texas, to-wit 

containing 

SW/4, SW/4NE/4, WI2SE/4 Section 28. Township 2, 
Block 56, T & PRy. Co. Survey 

280 ___ acres. more or less The bonus consideration paid lor lhts lease Is as follows 

To the State of Texas: FQUL.Ih2.usand Two Hundred and No/100,_ ____ ____________ _ 

Dollars ($4,200.00 

To the owner or the soil: Four ThOUsand. Two Hundred and No/100 

Dollars (S~.oo 

Total bonus consideration: Eight Thousand Four tlundred and No/100 

Dollars (S8,400.® 

The to tal bonus consideration paid represents a bonus of On~dred Fifty and No/100 ___ _ 

--- ------____ Dollars (S _ _ 150...QQ} _ _ _ ) per acre. on~ net acres 

2. TERM. Subject to the other provisions In this tease, this lease shall be lor a term of Three Q years from 
thos date (herem called "primary term") and as tong thereafter as oil and gas. or either of them. Is produced In paying quanbbes from said land As used 
In this lease, the term ·produced In paying quantities· means that the receipts from the sale or other authorized commercial use of the substance(s) 
coverod exceed out of pocket operational expenses lor the six months last past 

•• • • • • • • • • • • •• • • • • • • • • 
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3. DELAY RENTALS. II no well is commenced on the leased pfemtses on or Defore one (1) year lrom this dale. tilts lease shalltermtnate. 

unless on or belore such anniversary dale Lessee shall pay or tender 10 the owner ollhe soli or to hts Cledltln the Fros t Na tional Bank 
Bank.at P.O. Box 27 , San Antonio. Texas 78291 - 0027 

or-...,l,..ts-su-cce--ssor-s--:-(wh-:-:ich~-sh:-a-:ll:-oon--:U,-nu-e-a-s --:lh-e-d-;e-posllory regardless of changes In the ownership of said land). the amount speofied belOw; In addibon. 

Lessee shall pay or tender to the COMMISSIONER OF THE GENERAl LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a ltke sum on 
or before said date. Payments under this paragraph shall operate as a rental and shaU cover the priVIlege or delernng tile commencement ol a well lor 
one (1 ) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soli: One Hundred Fonv and NQ/100 

Dollars ($140.00 ) 

To the State of Texas: One Hundred Foav and No/100 

Dollars ($.t:14nO..,.OOoor... ________ . 

Total Delay Rental: Two Hundred Eighty and No/JOO 

Dollars ($.6C260""'-".00""'--------' 

In a ltke manner and upon ltke payments or tenders annually, the commencement ol a well may be furlher deferred IO< successtve periOds of one (1) 
year each dunng the pftmary term. All payments Of tenders ol rental 10 the owner of the soil may be made by check or sight draft of Lessee. or any 
ass1gnee ollhts lease, and may be delivered on Of befO<e the rental paying date. If the Dank deslgnatod In lhls paragraph (or tts sur::cessO< bank) should 
cease 10 exist, suspend bus~ness, ltqutdate. fail or bo succeeded by another bank, or lor any reason tall or refuse to accept rental, Lessee shall not be 
neld 10 default for fatlute to make such payments Of tende1s or rental un~l thirty (30) days aher the owner or the sod shall dehver 10 Lessee a pfoper 
reCO<dable 1ns1rument nam1ng anoU>er bank as agent to receive such payments Of lenders 

4. PRODUCTION ROYALTIES. Upon production of oil and/0< gas. Lessee agrees 10 pay or cause 10 be patd one-naif ( 1/2) of the loyalty 
p10v1ded for 10 tnls lease to the Commissioner of the General Land Office of the State ol Texas. at Austin, Texas, and one-half (112) ol such royally 10 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 ol the well and also as 
all condensate, <lis~llate, and other liquid hydroca1bons recovered from oil or gas run through a separator or other equipment, as herelnaller provided, 
shall be 114 part of the gross pfoducfion Of the market value thereof, at the option of the owner ol the sOli or the Commissioner ol the General 
Land Office, such value to be determined by 1) the highest posted price, plus prerrium, If any, offered or paid !Of Ott, condensate, dtsbllale. or other hqul<l 
hydlocarbons, respectively, of a hke type and gravity In the general area where produced and when run, or 2) the highest markel price thereof offered or 
paid 1n the general area where pfoduced 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 1s sokl, used or pfocessed In a plant, 11 Will be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type, or other equipment at least as efficient, so thai all liquid hydrocarbons recoverable from tile gas by such means 
wdl be recovered The 1equirement that such gas be run through a separator Of other equipment may be waived, In w11~ng. by the royally owners upon 
such terms and oond1tJons as they prescnbe. 

(B) NON PROCESSED GAS. Royally on any gas (Including flared gas), which Is defined as all hydrocalbons and gaseous substances not 
deftned as 011 In subparagraph (A) above. p1oduced from any well on said land (except as provided herein with respect to gas p1ocessed In a plant for 
the ox~ action of gasoline, liquid hyd1oca1bons or other products) shall be 114 part of the g1oss production or llle market value the1eol, at ltle 
op11on o f the owner of the soli or the Commissioner of the General Land Office, such value to be based on the highest market price paid Of offered lor 
gas of comparable quality In the general a1ea where produced and when run, or the gross price paid or offered to the producer, whichever ts the greater, 
prov1<led lhal the maximum pressure base 1n measunng the gas under this lease shall not at any ~ exceed 14 65 pounds per squa1e Inch absolute, 
and the standald base temperature shall be sixty (60) degrees Fah1onhell, correction 10 be made IO< pfessure accordtng to Boyle's Law, and for specrfic 
gravtly accordtng to tests made by the Balance Method Of by the most approved method of tes~ng being used by the 1ndustry allhe ome of tesbng 

(C) PROCESSED GAS. Royalty on any gas processed In a gasolone plant Of other plant for the recovery of gasol10e Of other loqutO 
hydrocarbons snail be 114 part of the residue gas and the l1quld hydrocarbons extracted Of the market value theteol, at the opoon or the owner 
o f the soil or the Commissioner or the General Land Office. All royaiUes due herein shall be based on one hundred percent ( 1 00%) of the total plant 
produ~on ol resodue gas allributable to gas produced from lhJs lease, and on fifty percent (50%), Of that percent accruing to Lessee, whichever IS the 
greater, of the total plant produCllon ol liquid hydrocarbons altnbutable to the gas produced from this lease, provided that 1f hqutd hydrocarbons are 
recove1ed from gas processed In a plant In which Lessee (or Its parent, subsidiary Of affiliate) owns an interest, then llle percentage applicable to hqu1d 
hydrocarbons shall be filly percent (50%) Of tile highest percent acaulng to a third party pfocesslng gas tll rough such plant under a processing 
agreement negouated at arm's length (Of If there Is no such third party, the highest percent then being speCified In processing agreements Of oonlracts tn 
the Industry), whichevel is the g1ea1er. The respective royal ties on res idue gas and on liquid hydroca1bons shall be determined by 1) the htghesl market 
pnce paid or offered IO< any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross ptlce paid or offered lor such 1esldue 
gas (or the weighted average gross selling price IO< !he respecove grades of liquid hydrocarbons), wh1cheve1 1S the greater. In no event, however. shaU 
the royalt1es payable under this paragraph be less than the royalues which would have been due had the gas not been pfocessed 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other pfoducts pfoduced Of manufactured hom gas (e•cepung 1tqu1d 
nydrocarbons) whether said gas be 'casinghead," "dry," Of any other gas, by tracoonabng, burning Of any other pfocesstng snal be 1_/4 __ pan ol 
the gross production of such products, Of the market value thereof, at tile option ol the owner of the soil Of the Commissioner ol tile General Land Office, 
sucll market value to be determined as follows: 1) on the basis of the hlghes1 market p1ice of each pfoducl for the same month In which such product is 
produced, Of 2) on the basts of the average gross sale pfice of each product for the same month In which such pfoduets are produced, whichever iS the 
greater 

5. MINIMUM ROYALTY. During any year alter the expiration o f the pnmary term ollhls lease, If this lease Is maintained by producbon, U>e 
roya111es paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided: otllerw1se, there shall be 
due and payable on or before the last day of the month succeeding the anniversary dale of this lease a sum equal 10 the total annual rental less the 
amount of royullles paid during the preceding year. II Paragraph 3 o l this lease does not specify a delay rental amount, then for the purposes or this 
paragraph, the delay rental amounl shall be one dollar (S 1.00) per acre 

•• • • • • • • • • • • • •• • • • • • • • • ••• • ••• 
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6. ROYALTY IN KIND. Notwllhslancllng any other provision In this lease, al any time or from lime to lime. I he owner or the soli or the 
Commissioner or lhe General Land Office may, at the oplion or either, upon not less lhan sll<ty (60) days nolice to the holder or the lease, require thallhe 
payment of any royallies accruing to such royalty owner under lhls lease be made In kind The owner or the soli's or the Commissioner or the General 
Land o rnce's right to take Its royalty In k ind shall not d iminish or negate the owner or I he soli's or the Commissioner or lhe General Land omce's rights 
or Lessee's obligations, whether express or Implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees !hat oil roya~les accruing under this lease ~ncluding !hose paid In kind) shall be withoul deducllon lor 
the cos! ot producing, gathering, storing, separallng, treating, dehydrating, compressing, processing, transporting, and otherwise making lhe oil, gas and 
other products hereunder reody for sale or use Lessee agrees to compute ond pay royallles on the gross value received, Including any relmbursemenls 
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 proportlonale share or ony fuel 
used to process gas produced hereunder In ony processing plant Notwithstanding any other provision of lhls lease, and subfecl l o the wrrtlen consenl ot 
lhe owner of l he soli and the Commissioner of the General Land Office, Lessee moy recycle gas lor gae lin purposes on !he leased premises or lor 
InJection lnlo any oil or gas producing formation underlying lhe leased premises aner the liquid hydrocarbons contained In the gas have been removed, 
no royallies shall be payable on the recycled gas until II Is produced and sold or used by Lessee in a manner which entrtles the royally owners lo a 
royalty under this lease 

9. ROYALTY PAYMENTS AND REPORTS. All royan1es not taken In k1nd shall be paid to the CommiSsioner or I he G"neral Lond Office at 
Auslin. Texos, In the follow.,g manner 

Payment or royalty on production or on and gas shan be as provided In the rules set forth In the Texas Register Rules currenlly provide that royolty on 011 
is due and must be received in the General Land orroce on or before the 5th day or the second month succeeding the monlh or production, and royalty 
on gas Is due and must be received In the General Land omce on or before the 15th day or the second month succeeding the month or production, 
accompanied by the arrJdavit or the owner, monager or other authorized agent, completed In the form and manner prescribed by lhe General Land ornce 
and showing the gross amount end disposition or all oil and gas produced and the morket value or the oil and gas, together with a copy or all documenls, 
records or reports confirming lhe gross producllon, disposition and market value Including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda or amount produced end put Into pipelines, tanks, or pools end gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify lhe gross production, dlsposlllon end market value In oil cases the authorJty of a manager or agent 
to acl for the Lessee herein must be filed In the General Land Office Each royalty poyment shall be accompanied by • chock stub, schedule. summory 
or other remlllance advice showing by the assigned General Land Office lease number the amount or royalty being paid on each lease If Lessee poys 
his royally on or before thirty (30) days after the royalty payment was due, then Lessee owes a penally or 5% on the royalty or S25 00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty or tO% or the royany due or S25.00 whichever Is greater In addJtlon 
to a penany, royalties shan accrue Interest ala rate or 12% per year. such Interest will begin to accrue when the royally Is sll<ty (60) days overdue 
AfrJdavits and supporting documents which are not filed when due shall Incur a penaHy In an amount set by the General Land Office administrative rule 
which Is effective on the dale when the affidavits or supporting documents were due The Lessee shall bear an responsibility ror paying or couslng 
royanles to be paid as prescribed by the due date provided herein. Payment or the delinquency penally shollln no way operate to prohibit the State's 
right or lorfellure 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 or tllle dispute as l o tha Slate's portion or lhe royalty or to that portion or the royalty In dispute as to lair merkel value 

10. (A) RESERVES. CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner or the General Land Office 
wllh 1ts best possible estimate or oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commluloner With copies or 
aU 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 Off« shal be 
held In conndence by the General Land orr« unless otherwise authorized by Lessee. All other contracts and records pertelrvng lo the production. 
transportation. sole and marketing or the on and gas produced on said premises, lnelud1ng the books and accounts, receipts ond discharges ot all we"s 
tanks, pools, meters, and pipelines shall at an times be subject to Inspection and examination by the Commissioner or the General Land Office, the 
AHo10ey General. the Governor. or the representative of any of them. 

IB) PERMITS, DRILLING RECORDS. WriHen notice or an operallons on lhls lease shan be submftled lo lhe Commissioner or the General 
Land ornce by Lessee or operator nve (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment or any well or 
wells Such wrllten nollce to the General Land Office shall Include copies or Railroad Commission forms for application to drill Copies or well tests, 
completion reports and plugging reports shall be supplied to the General Land ornce at the time lhey are filed with the Texas Railroad Commission All 
appllcallons. permHs, reports or other filings that reference this lease or any speclnc well on the leased premises and thai are submiHed to the Texas 
Railroad Commission or any other governmental agency shall Include the word "State" In the title. Additionally, In accordance WJth Railroad Commission 
rules, any slgnage on the leased premises for the purpose or ldenllrying wells, tank batteries or other associated Improvements to the land must also 
include the word "Stale · Lessee shall supply lhe General Land Office with any records, memoranda. accounts, reports, cuttings and cores, or other 
lnformallon relative to the operation or the above-described premises, which may be requested by the General Lend Office, In addftion lo those herein 
expressly provided for Lessee shall have an electrical and/or radlooctlvlly sur\ley made on lhe bore·hole section, from lhe base or the surface casing to 
the total depth or well, or all wells drtned on the above described premises and shall transmft a true copy or the log or each survey on each well to the 
General Land Office within nneen (15) days aner the making or said survey 

IC) 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 admlnlstratlva rule which Is effecllve on the date when the materials were due In 
the General Land Office 

11. DRY HOLEICESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
produchon or oil or gas on said land, Lessee should drill a dry hole or holes thereon. or If during the primary term hereof and aner the d•scovery 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 or sil<ty (60) days from date or completion or said dry hole or cessation or production Lessee commences addillonal drllhng or 
reworking operations thereon, or pays or tenders the next annual delay renlalln the same manner as provided In this lease II, durtng the last year or the 
primary term or within sll<ty (60) days prior thereto, a dry hole be completed end abandoned, or the production or oil or gas should cease for any cause. 
Lessee's rtghls shall remain In lull force and effect w•thout further operations un!JI the expiration or the primary term, and if Lessee has not resumed 
produclion In poylng quanlftles al tha expiration or the primary term, Lessee may malnlaln this lease by conducting addJIIonal dniNng or reworking 
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operatrons pursuant to Paragraph 13, using the exp~ratron of the primary term as the date of cessatron of productron under Paragraph 13 Should the f~rst 
well or any subsequent well drilled on the above descr~bed land be completed as a shut-in oU or gas weU Within the primary term hereof, Lessee may 
resume payment or 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 or completion or such shut-In oil or gas well and upon the tarlure to make such payment, this leaso shall ipso facto terminate It at the 
explraloon of lhe prrmary term or any time therealler a shut-In oil or gas wen Is located on lhe 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, norther orl nor gas IS berng 
produced on said land, but Lessee is then engaged In dnllrng or reworking operations thereon, this lease shall remain In t01ce so long as ope1at1ons on 
said well or for dr~lhng or reworking of any addrtlonal wells are prosecuted In good faith and in workman~ke manner Without interrupllons totaling more 
than sixty (60) days during any one such operation, and If they resullin lhe production of oil and/or gas, so long therealler as oil and/or gas Is produced 
in paying quanhl1es from said land, or payment of shut.Jn od or gas well royalties or compensatory royalties Is made as provided In this lease 

13. CESSATION, DRILLING, AND REWORKING. If, alter the expiration of the primary term, production of orl or gas from tne leased 
prem1ses, alter once obtained, should cease from any cause, this lease shall not termrnate If Lessee commences additiOnal dnll1ng or reworking 
operations Wllhln sixty (60) days after such cessation, and lhls lease shall remain In luU Ioree and ellecllor so long as such operaUons continuo In good 
faith and In workmanUke manner wllhoutlnlerruptions totaling more than sixty (60) days II such drdling 0< reworking operaUons result in the production 
of orl or gas, the lease shall remain In full force and ellect for so long as oU or gas Is produced from the leased premises In paying quantrtles or payment 
ol shut-In oil or gas well royallies or payment of compensatory royallles Is made as provided herein or as provided by law If lhe drrll1ng or reworking 
operations result In the comple~on ol a well as a dry hole, the lease wiU not terminate II tne Lessee commences add1Uonal dlllhng 01 reworking 
operations within sixty (60) days alter the comptollon of the well as a dry holo, and this lease shall remain In ellecl so long as Lessee continues oriUing or 
reworking operations in good fartn and in a workmanlike manner w1lhou1 interruptions totaling more than sixty (60) days Lessee shaD g1ve wrltlen noloee 
to the General Land Of free Vllll1in tnilly (30) days ol any cessaUon of productron 

14. SHUT-IN ROYALTIES. For purposes of ttus paragraph, ·well" means any weD that has been assrgned a v.en number by the slate agency 
hav1ng jurrsdrctlon over the produeloon ol oH and gas II, at any time after the expiratron ol the primary term ol a lease that, untrl being shut In, was being 
maintained In Ioree and ellect, a wei capable of producing orl or gas In paying quantnres is located on the leased premises, but oU or gas is not be1ng 
produced lor lack or SU1lablo productron lacllrtles or lack ol a su~able market, then Lessee may pay as a shUl~n o~ or gas royalty an amount equal lo 
double the annual rental prov1ded in the lease, but not less than $1 ,200 a year lor each well capable ol producing orl or gas In pay1ng quantdles If 
Paragraph 3 ol thrs lease does not specify a delay rental amount, then 101 the purposes ol thrs paragraph, the delay rental amount shaD be one doUar 
(St 00) per acre To be ellective, each initial shut-In 011 or gas royalty must be paid on or before: (1) the expuation ot the primary term, (2) 60 days after 
the Lessee ceases l o produce ali or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operallon In acc01dance 
wllh the lease provisions; whichever date Is latest. Such payment shall be made one-hall (112) lo the Commissioner of lhe General Land Oll1ce and one­
half (t/2) to the owner of the soli II the shut-In oil or gas royalty Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend tho term of lhe lease lor a period ot one year from the end or the primary term, or from the first day of lhe monrh lollowing the month In which 
production ceased, and, alter lhal, If no suitable production lacll1tles or suitable market lor the oil or gas exists, Lessee may extend the lease l or tour 
more successive periods of one (t) year by paylnglha same amount each year on or before the expiration ol each shut-In year. 

15. COMPENSATORY ROYAL TIES. If, durrng the period the lease Is keplln elf eel by payment ollhe shut-in 011 or gas royally, 011 or gas 1s 
sold and debvered In paying quanllties I rom a well located Within one thousand ( I ,000) teet ol the leased premises and completed in the same producing 
reservoir, or In any case in which drainage Is occwrlng, the right to continue to maintain the lease by payrng lhe shut-In o~ or gas royalty shall cease, but 
lhe tease shall remain ellectlve l or the remainder or lhe year for which lhe royally has been paid. The Lessee mat maintain lha lease tor four more 
successive years by Lessee pay1ng compensatory royalty at the royally rate prov1dad In the tease ollhe market value or production from the wei causrng 
the drainage or which is completed in the same producing reservoir and w~htn one thousand (1 ,000) feet of the leased prerTUses The compensatory 
royatty is to be paid monlhly, one-half (112) to the CommisSioner ollhe General Land Offrce and one-half (112) to the owner or 111e sod, begmnrng on or 
before the last day ollhe monlh followrng the monlh In whrch lhe o~ or gas rs produced from lhe weU causing the drarnage or thai is completed 1n the 
same producing reservoir and located Within one thousand ( t ,000) leal of the loased premises II the compensatory royatty pard In any t 2-montn perrod 
Is an amount less than the annual shut.Jn oU or gas royally, Lessee shall pay an amount equal to the d1flerence wrthln thirty (30) days from the end ol the 
12-month period Compensatory royalty payments which are not timely paid will accrue penatty and Interest In accordance With PaJagraph g or ll1is 
lease. None ol these prov1slons Will relieve Lessee of the obligation ol reasonable development nor the obliga11on to drrll offset wells as pro-.ded In 
Texas Natural Resources Code 52.173, however, at the determination ol lhe Commissioner, and with the Commissioner's wt1Uen approval, lhe payment 
ol compensatory royalties can satisfy the obligation l o drrll ollsel wolfs 

16. RETAINED ACREAGE. Notwithstanding any provision ol lhls lease lo lhe contsary, after a well producing or capable or producrng 011 or 
gas has been completed on the teased premises, Lessee shall exercise the diligence ol a reasonably prudent operator In dr~llrng such additional well or 
wells as may be reasonably necessary l or the proper development ol the leased premises and In marketing the production thereon. 

(A) VERTICAL. In the event lhis lease is In IO<ce and effect two (2) years after the expiration dale ol the primary or extended term II shalltnen 
lermlnalo as to all of the leased premises, EXCEPT (1) 40 acres aurround1ng each 011 well capable ol producmg rn paying quanllties and 320 acres 
surround1ng each gas well capable ol producing In paying quantities (Including a shul-in orl or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee Is then engaged In conllnuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unrt 
pursuant to Texas Natural Resources Code 52 15t -52. 154, or (3) such greater or lesser number or acres as may then be allocated fD< producuon 
purposes to a proration unit for each such producing well under the rules and regulations of the Ralkoad CommisSion of Texas, or any successor 
agency, or other governmental authority having jurrsdlction. If at any time after lhe 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, lhls lease shall thereupon term1nate as 10 all acreage not thereafter allocated to said well 0< wells for production purposes 
Notwithstanding the t ermlna~on of th1s lease as lo a por~on of lhe lands covered hereby, Lessee shall nevertheless conllnue lo have the right ol ingress 
to and egress from lhe lands s1111 subject to this lease for all purposes descr~bed In Paragraph t hereof, together w1th easements and rrghls-ol-way for 
ex1strng roads, existing plpelrnes and other existing tac1lrties on, over and across all the lands descr1bed In Paragraph t hereof ("tne retained lands"), for 
access to and from the retained lands and lor the gathering or transportauon or oil, gas and other minerals produced from the reta ined lands 

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

737 

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



I B80K 7 0 3 PAGE 738 
True and Correct 

copy of 
Origmal filed in 
8eeves County 
Clerks Offrce 

(B) HORIZONTAL In lhe event this lease Is in force and effect two (2) years after the expiration date of lhe primary or eldended term ~ shall 
further termlnale as to all depths below 100 feet below the total deplh drined (hereinafter 'deeper depths') In each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before lwo (2) years after the primary or exlended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as conslderallon for this lease (as specified on page 1 hereof) If such amount Is paid, this lease shall be In force and effect 88 to 
such deeper depths, and said termination shall be delayed for an additional period or two (2) years and so long !hereafter as oil or gas Is produced In 
paying quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acteage relalned hereunder as to each well shaft, as nearly as practical. be In the form or a 
square wrth lhe well located In lhe center thereof, or such other shape as may be approved by the Commissioner or the General Land Office Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shan execute and record a release or releases containing a satisfactory 
legal description or the acreage and/or depths not reta ined hereunder. The recorded release, or a certified copy or same, shall be filed In the General 
Land Office, accompanied by the filing fee prescr1bed by the General Land Office rules In effect on the date the release Is filed If Lessee ralls or refuses 
to execute and record such release or releases wtlhln ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by Mitten 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 olflclal records or the General Land omce and such 
designation shall be binding upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royatues paid, or to be paid, under this lease shall relieve Lessee or his obligation 
to protect the oil and gas under the above-described land !rom being drained Lessee, sublessee, receiver a< other agent In control or the leased 
premises shall drlR as many wells as the facta may justify and shan use appropriate means and drAI to a depth necessary to prevent undue drainage or 
oU and gas from the teased pre moses In addRion, If oft and/or gas should be produced In commercial quanbtles w.thln 1.000 reel or the leased premises, 
or In any case where the teased prem•ses Is being drained by l)foductlon ol oil or gas, the Lessee, sublessee, receiver or other agent In control of the 
leased premises shall In good fafth begin the dr1Ding of a wd or wells upon the leased premises within I 00 days after the draining well or wens or the 
weD or wens completed within t ,DOO feet of the leased premises start producing In commercial quantrtles and shan prosecute such dlfnrng wtth diligence 
Failure to sallsfy the statutory offset obligation may subject this lease and the owner or the soft's agency rights to forfeHure Only upon the determination 
or the Commissioner of the General land Ofnce and with his written approval may the payment of compensatory royalty under applicable stalutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after e good faith effort, Lessee is prevented from complying with eny express or Implied covenant of this lease, 
from conducting dr1111ng operal lons on the leased premises, or from producing oft or gas from the leased premises by reason or war, rebellion, riots, 
strikes, acts or God, or any valid order, rule or regulation or government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended end Lessee shall not be liable for damages lor failure to comply with such covenants, additionally, this lease shall be 
extended white Lessee Is prevented, by eny such cause, from conducting drKIIng and reworking operations a< from producing oil or gas from the leased 
premises However, nothing In this paragraph shalt suspend the payment or delay rentals In order to maintain this lease In effect during the primary term 
In the absence or such drilling or reworking operations or production or oil or gas 

19. WARRANTY CLAUSE. The owner or the soli warrants end agrees to defend @e to the leased premises tr the owner or the soli defaults 
in payments owed on the leased premises, then Lessee may redeem the r1ghts of the owner or the soli In the leased premises by paying any mor1gage, 
taxes or other liens on the leased premises If Lessee makes payments on behalf or the owner or the soli under this paragraph, Lessee may recover the 
cost or these payments from the rental and roy sHies due the owner of the soli 

20. (A) PROPORTIONATE REDUCTION CLAUSE. II the owner ol the soli owns less than the entire undivided surface estate In the above 
described land, whether or not Lessee's Interest Is specified herein, then the royaHtes and rental herein provided to be paid to the owner or the soH shall 
be paid to him In the proportion which his Interest bears to the enUre undivided surface estate and the royanles and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shaD be likewise proportionately reduced However, before Lessee adjusts the 
royalty or rental due to the Commissioner or the General Land Office, Lessee or his authorized representative must submit to the Commissioner or the 
General Land Ofrrce a Mitten statement which explains the diSctepancy between the Interest purportedly leased under this lease and the actual Interest 
owned by the owner or the soli. The Commissioner or the General Land Office shall be paid the value or the whole production allocable to any undivided 
Interest not covered by a tease, less the proportionate development and production cost allocable to such undivided Interest. However, In no event shall 
the Commissioner or the General Land o rnce receive as a royalty on the gross production allocable to the undivided Interest not leased an amount less 
than the value or one-sixteenth (1/16) or such gross production 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a porllon or the land covered by this tease Is Included within the boundaries 
or a pooled unit that has been approved by the School Land Board and the owner or the soli In accordance with Natural Resources Code Sections 
52. 151·52 154, or If, at any time after the expiration or the pr1mary term or the extended term, this tease covers a lesser number or acres than the total 
amount described herein, payments that are made on a per acte basis hereunder shall be reduced according to the number or actes pooled, released. 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms or this lease during the pr1mary term shall be 
calculated based upon the number or acres outside the boundaries of a pooled unot, or If after the explrabon or the pr1mary term, the number or 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 tease except water 
from wells or tanks or the owner or the soli, provided, however. Lessee shall not use potable water or water suitable for livestock or lnlgatlon purposes 
for waterfiood operations w~hout the prior consent or the owner or the soil 

22. AUTHORIZEO DAMAGES. Lessee shall pay the owner or the soli 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 soli, Lessee shall bury Its pipelines below plow depth 

24. WELL L OCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises wrthout 
the written consent or the owner or the soli 
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25. POLLUTION. In developang thiS area, Lessee shall use the hoghest degree of care and all ptoper safeguards to prevent pollutoon Wlhout 
lomotong the foregoing, pollution of coastal wetlands, natural waterways, rovers and impounded water shall be p<evented by the use of containment 
faclloties sutroclent to p<event spillage, seepage or ground water contamination In the event of pollution, Lessee shall use all means at rts dlspo5at to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private p<operties Lessee shall build and 
maintain fences around Its slush, sump, end dralnago pita and lank batteries so as to protect livestock against loss, damage or Injury, end upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pots 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 operauons shall restore the surface ol lhe land to as near Its original condoUon and contoUfs 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 lhe leased premises, Including the right to draw and remove casing, wothln one hundred twenty (120) days after lhe explraUon or the 
termination of tillS lease unless lhe 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 Addrtlonally, Le6See may not draw and remove casing unol aner thirty (30) days wrrtten 
notice to the Commissioner of the General Land OtfOC<t and to tho owner of the soot. Tho owner of the soU shall become tho owner of any machonery, 
fiXtures, or casing which are not timely removed by Lessee under the terms of this paragraph 

27. (A) ASSIGNMENTS. Under the condollons contained In lhla paragraph and Paragraph 29 of this lease, the roghts and estates of eother 
party to thos lease may be assigned, In whole or In part, and the p<ovoslona of this lease shaU e>rtend to and be blndong upon their hews, devisees, legal 
representatives, successors and assigns. However, a change or drvlslon In ownership of the land, rentals, or royalties w~l not enlarge the obUgatrons of 
Lessee, dunlnlsh the nghts, pnvileges and estates of Lessee, lmpaw the ellecllveness or any payment made by Lessee or Impair the ellecuveness of any 
act perlormed by Lessee. And no change or divoslon In ownership of lhe land, rentals, or royal ties shall bind Lessee lor any purpose until thirty (30) days 
after the owner or the soil (or his heirs, devisees, legal rep<esentatlves or assigns) furnishes lhe Lessee with satisfactory vnruen evidence of lhe change 
in ownership, lncludong the original recorded munlments 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 ol the Interest assigned, retieve and drscharge Lessee of aU subsequent 
obligations under this lease If lhis lease is assigned In its ent~ety as to only part of lhe acreage, lhe 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 hls share of the rental shall not allect 
lhos lease on lhe pan of the land upon which p<o rata rentals are timely paid or tendered, however, of the assignor or assignee does not f~e a certified 
copy of auch assrgnmenton the General Land Offoce before the ne>rt rental paying date, the entire tease shaU terminate for ladure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to aU oblogatlons, iab~otles, and penalloos owed to the State by tho 
orogtnallessee or any prior assignee of the lease, lncludong any UabHrtles to the Stale for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwothstandlng any provision In Paragraph 27(a), of the owner of the sod acqu11es lhl& lease on whole or on 
part by assignment wothout the pnor written approval of the Commissioner of lhe General Land Office, lhis lease is void as of lho Ume of assignment and 
the agency power of the owner may be forlerted by the Commissioner. An assignment will be treated as lilt were made to the owner of the aatllf the 
assignee Is: 

(1) a nominee ol the owner of lhe so~: 
(2) a corporation or subsidiary In which the owner of the soot is a p<lnclpalstockholder or is an employee of such a corporauon or subsldoary, 
(3) a partnership In which the owner of the soil is a partner or Is an employee of such a partnership; 
(4) o principal stockholder or employee of the corporation which la the owner of the soil, 
(5) a partner or employee on a pannershlp which Is the owner of the soil: 
(6) a fiduciary for lhe owner of lite soil; Including but not llm"ed lo a guerdlan, trustee, executor, administrator, receover, or conservator f01 lhe 
owner ol the soil; or 
(7) a family member of lhe owner of the sool or related to lho owner of lhe satl by marriage, blood, or adoption 

28. RELEASES. Under lhe condotlons contained In this paragraph and Paragraph 29, Lessee may at any ume execute and deliver to the 
owner of the soft and place of record a release or releases coveung any portion or poruons olthe leased p<emlses, and thereby surrender lhos lease as 
to such portlon or poruona, and be re~eved of all subsequent oblogations as to acreage surrendered. If any part of this lease Is p<oparly surrendered, lhe 
delay rental due under lhls tease shall be reduced by the p<oportion that the surrendered acreage bears to lhe acreage Which was covered by this tease 
immediately p<ior to such surrender; however, such release w1U not reUeva Lessee of any hablhtles which may have accrued under this lease ptiOI to the 
surrender of such acreage 

29. FlUNG OF ASSIGNMENTS AND RELEASES. II an or any part of thiS lease Is assigned or released, such assognment or release must be 
recorded In the county where the land Is sllualed, and the recorded insrrument, or a copy ol the recorded instrument certified by lhe County Clerk or lhe 
county In which the inSUument is recorded, must be mad In lhe General Land Olfoce wrthlrt 90 days ol lhe last execution date accompanied by the 
prescrobed filing fee If any such assignment Is not so filed, tho rights acqu~ed under this lease shall be subject to forferture al lhe opuon of the 
Commossloner of lhe General Land Office. 

30. DISCLOSURE CLAUSE. All provoslons pertalnong to the lease of the above-descrobed land have been Included In this Instrument, 
Including lhc statement of the true consideration to be paid for lhe execution or this lease and the nghts and dulles of the parties. Any collateral 
agreements concerning the development of oil and gas lrom the leased premises which are not contained In this lease render thialeaso Invalid 

31. FIDUCIARY DUTY. The owner of the soil owoathe Stale a fiduciary duty and musl lully disclose any facts affecting the State's Interest In 
the leased premises. When the Interests ol lhe owner of tho soil conflict with lhose of tho State, the owner of the soli Is obligated to put lhe State's 
Interests before his personal Interests 

32. FORFEITURE. II Lessee shall taU or refuse to make lhe payment of any sum v.olhln thirty days after ot becomes duo, or of Lessee or ill1 

authorozad agent should knowingly make any false return or false report concerning p<oductlon or dnUing, or If Lessee shal tall or refuse to droll any 
olfsel weU or wells In good failh as requued by law and the rules and r011utations adopted by the Commissioner of the General Land Offoce, or If Lessee 
should fail to file reports in the manner reqwred by law or fa~ to comply wrth rules and regulations p<omulgated by the General Land Offoce, the School 
Land Board, or the Railroad Commission, or If lessee should refuse the p<oper IUihordy accen to the records pertaining to operoUons, or II Lessee or 
an aulhorlzed agent should knowongly faU or refuse to gove correct Information to lho ptoper aulhority, or knowangly farl or refuse to furlllsh the General 
Ulnd Olfoce a correct log of any weU, or of Lessee shaH knowongly viola te any of the material p<ovtslons ol this lease, or If II1IS lea .. Is assigned and tne 
assignment Is not filed In the General Land Offoce as reqwred by law, the rights acquired under this lease shal be subjOCI to forfwture by lhe 
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Commissioner, and he shall forfeit same when sufnclenlly Informed of the facts which authorize a forfeHure, and when forfeHed the area shall again be 
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any speclalllmHatlon arising hereunder Forfeitures may be set aside and this tease and all rights thereunder 
relnslaled before the rlghls of anolher Intervene upon satisfactory evidence to the Commissioner of the General land Otroce of future compliance Wllh 
the provisions of !he taw and of this tease and !he rules and regulations thai may be adopted relative hereto 

33. LIEN. In accordance with Texas Natural Resources Code 52 136, the State shall have a r .. st lien upon al oi and gas produced from the 
area covered by this lease to secure payment or all unpaid royally and other sums of money that may become due under this lease By acceptance of 
this lease, lessee g~nts the State, In addftlon to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and securfty Interest In aR 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 nxtures 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 or 
any covenant or condition of this lease, whether express or Implied. This lien and security Interest may be foreclosed with or without c ourt proceedings In 
the manner provided In the Title t , Chap 9 of the Texas Business and Commerce Code lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien Lessee hereby represents that there 
are no prior or superior liens arising from and relating to lessee's activities upon the above-described property or from lessee's acquisition of this tease 
Should I he Commissioner at any time determine that this representation Is not true, then the Commissioner may declare this tease forfeited as provided 
herein 

34. POOLING. lessee Is hereby granted the right to pool or unitize the royalty Interest of the owner of lhe son under this lease With any other 
leasehold or mineral Interest lor the exploration, development and production of oM or gas or either of them upon the same terms as shalt be approved 
by the School land Board and the Commissioner of the General land Ofnce for the pooling or unlhZJng of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151·52.154. The owner of the soli agrees that the Inclusion of this provision In this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52. 152. 

35. INDEMNITY. Lessee hereby releases and discharges the State or Texas end the owner of the son, their orncers, employees, partners, 
agents, contractors, subcontrac1ors, guests, Invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages Is sought, Including, but not limited to, an losses and 
expenses which are caused by the activities of lessee, its ofOcers, employees, and agents arising out of, Incidental to, or resufting from, the operations 
of or for lessee on the leased premises hereunder, or that may arise out of or be occasioned by lessee's breach of any or the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee Further, lessee hereby agrees to be liable lor, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their orncers, employees and agents, their successors or assigns, against any 
and all claims, liabilities, tosses, damages, actions, personal Injury (Including death), costs and expenses, or other harm lor which recovery of damages 
Is sought, under any theory Including tori, contract, or strict liability, Including aHorneys' lees and other legal expenses, lncludong those related to 
environmental hazards, on the teased premises or In any way related to lessee's failure Ia comply with any and all environmental laws, those arising 
from or In any way related to lessee's operations or any other of lessee's activities on the leased premises, those arising from lessee's use of the 
surface of the teased premises; and those that may arise out or or be occasioned by lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of lessee, Its directors, orncers, employees, partners, agents, contractors, subcontractors, guests, Invitees, ond their 
respective successors and assigns. Each osslgnee of this Agreement, or an Interest therein, ogrees to be Hable lor, exonerate, Indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their oiOcers, employees, and agenls In the same manner provided above In connection wrth 
the activities of Lessee, Its ofrlcers. employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANOIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

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

37. APPLICABLE LAW. This lease Is Issued under the provisions or Texas Natural Resources Code 52.171 through 52 19D, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and II any provision In this tease does nol conform to these 
statutes, the statutes will prevail over any nonconforming tease provisions 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it Is filed of record on the county records 
and in the General Land Otfoce of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been sa~sfied, the effecllve 
date of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the offoce of the 
County Clerk In any county In which all or any pan of the leased premises Is located, and ce~fied copies thereof must be filed in the General Land 
Office. This lease Is not effective until a ce~fied copy of this lease (which Is made and ce~fled by the County Clerk from his records) Is filed in the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless It 
reci tes the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the presctibed filing fee shall 
accompany such certified copy to the General Land Office. 

40. See auached Exhibit -A- for surface amendments. 

STATE OF TEXAS 

By: TRINITY UNIVERSITY 
Individually and as agent for the 
State of Texas 

By: tff J.A..fl 
J1~razll, Pre ent 

Date: 'f. I '/ · () f'" 

TAX ID 1174-1109633 

nue:_-..!:P~re.,s.,id<Se"-!n!..t -----------

Date: ___ _!.r_,_7-=o-~_P_'7 ___ _ 
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STATE OF TEXAS 

COUNTY OF MIDLAND 

742 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Ralph Lea, Jr., known to me to be the person whose name Is 
subscribed to the foregoing Instruments as President of Tierra Exploration, Inc., a Texas corporation, and acknowledged to me thai he executed the 
same for the purposes and consideration therein expressed, In tho capadly stated, and as the act and deed of said corporation 

Given under my hand and seal of office this the ),~~~' day of frp, I I , 2005 

~
.-o:~~~·· RHONDA G. PATIERSON * ::• MY COMMISSION EXPIRES 

Notary Public In and for ~l<ldlJ...Ll1..qLf1u.dJ._~c""•o~-J}...IfdtJ 5 

~.~::.' Mmh a. 2009 

(CORPORATION ACKNOWLEDGMENT) 
STATE OF TEXAS 

COUNTY OF BEXAR 

BEFORE ME, the undersigned authority. on this day personally appeared John R Brazil, known to me to be the person whose name os 
subscribed to the foregoing Instruments as President of Trtnlly University, and acknowledged to me that he executed the same for the purposes and 
consideration therein expressed. In the capadly slated, and as ~he act and deed J/::'!«!tlon 

Given under my hand and seal or office this the ..1..2_ day ol -~~~==~~--· 

STATE OF TEXAS 

CYNTHIA R. MUNDY 
IOTARY MO: nmomxu 

COIIIIIIOI II PI Ill: 

Sl!~-" I , 2007 

COUNTY OF BEXAR 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared Craig McCoy, known to me to be the person whose name os 
subscribed to the foregoing Instruments as Vice President for Flscal Affairs of Trinity University, and acknowledged to me that he executed the same lor 
the purposes and consideration therein expressed. In the capadly stated. and e act and deed of said corporatiOn 

Given under my hand and seal or office this the .!..£_ day • 

CYNTHIA R. MUNDY 
IOTAnMO:SlATtOfTU\1 

COIIISS IO I li'IIU. 
SE~MBER 8, 2007 

True ana Cor t:C 

copy of 
Orig1nr~l f1leCl n 
Reeves CountY' 

Clerks 0tflct: 
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EXHIBIT"A" 

SURFACE AMENDMENTS 

I . Upon the cessation of drilling at each well location, the abandonmelll of said lease or 
surrender thereof, Lessee, its successors or assigns, shall then level all drilling pits and 
other excavat ions and shall repair all damage done, or cause to be done, to buildings, 
fences, roads, culverts, turf, water wells and/or other improvements and to restore same 
to their original condition within 90 days afler the cessation of activity. No drilling mud 
shall be spread on surface lands of Lessor without express written consent of Lessor. 

2. Lessee's right to use water from the leased premises shall not include the right to use 
fresh water from any fresh water sands or strata underlying the leased premises for any 
secondary recovery operations that may be conducted on the leased premises. Lessee 
shall have the right to use fresh water from wells or surface impoundments only with the 
expressed permission of the Lessor. 

3. All operations of Lessee shall be conducted so as to minimize the amount of surface land 
used or damaged by Lessee and Lessee agrees to construct not more than one road to 
each location on the leased premises and to confine all travel incidelll to the drilling and 
production of such well to the single road. All roads constructed by Lessee shall be of 
good quality and suitable for all-weather use. The routes for all roads shall be mutually 
agreed upon between Lessor and Lessee before the commencemelll of any road 
construction. Lessee agrees to maintain all roads used by Lessee on the leased premises 
in good condi tion and repair during the period of Lessee's operations on the leased 
premises. The surface owner shall have the right to use all roads on the leased premises. 

4. ll is understood and agreed that this lease does not cover or include any right or privilege 
of hunting with fireanns and/or with dogs or otherwise on the leased premises or fishing 
on the leased premises; all such hunting and fishing rights being expressly reserved, and 
Lessee agrees that none of the Lessee's officers, agents, employees or representatives will 
bring any dogs and/or firearms upon the leased premises, and that any one so doing shall 
be trespassers and subject to prosecution as such. 

5. Prior to erecting new storage tanks, pipelines, compressor stations or other usual facilities 
required by Lessee for producing oil and gas and operating this lease, Lessee shall advise 
Lessor of Lessee's intention. Lessor and Lessee will then mutually select a site or sites 
for locating such equipment and pipelines taking into consideration the ranching and 
fam1ing operation of Lessor and Lessee's needs in conducting its operations under the 
terms of this lease in a reasonable manner. 

and correct 
\rue 

coPY 01 
. 1'1 d lfl Origtnal 'e 

Reeves c ounl">' 
Clerks Otnc 
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6. Lessee, prior to the construction of any new road or the cutt ing, al tering and removal of 
any existing fence on the leased premises, or the culling or removal of any tree on the 
leased premises, shall notify Lessor of such intention and sha ll be governed by the 
Lessor's wishes. Lessee shall dispose o f all bmsh, trees, trash and debris away from the 
property. Under no circumstances will trash, garbage or debris be buried or dumped on 
the property or adjacent lands o f Lessor. Brush and trees may be buried or burned on the 
property only with wrillen pern1ission from owner or his representative. 

7. Lessee agrees to protect, defend, indemnify and hold harmless Lessor, the owners o f the 
surface o f the Leased Premises, and their respective agents, employees and tenants, from 
and agai nst all liabilities, losses, expenses, claims, demands, and causes of action of 
every kind and character, whether for death or personal inj ury to persons (inc lud ing 
agents and employees o f Lessee and Lessee's subcontractors) for loss or damage to 
property, in any way and at any time arising out o f, incident to, or in connection with this 
Lease, operations conducted on the Leased Premises, or breach o f the terms hereo f, 
regardless of whether any such liability, loss, expenses, c laim, demand or cause of action 
is based on the sole or concurrent negligence o f any party indemni li ed hereunder. 

8. Each drill site location shall be constructed so as to result in the least interference with 
surface usage as reasonably practicable under the c ircumstances. All pits sha ll be 
constructed and lined so as not to pollute the adjoining land at the request of Lessor. 
Lessee shall take a ll reasonable precautions necessary to prevent land, air and water 
pollution, including pollution to all underground fresh water zones. Lessee shall co llect 
all trash which accumulates in connection with his operations and remove such trash 
from the Leased Premises. Lessee shall take all reasonable precautions to prevent 
blowouts from occurri rrg on the Leased Premises. Lessee shall utilize only such area 
around each producing well as is reasonably necessary fo r such purposes, and Lessee 
shall restore the remainder of such drill site to its original condition as nearly as possible 
within a reasonable time afier the completion of operations on each dri ll site where no 
producing well is located, Lessee shall c lear the location, remove all equipment placed 
upon the drill site by the Lessee, c lean out and back fill all pits, and return the surface of 
the drill site to its original condition as nearly as possible. Lessee shall constmct and 
main tain gates at all places where any roads used by Lessee cross through fences on the 
Leased Premises, and Lessee shall keep such gates locked when not actually passing 
through such gates. Upon termination of Lessee' s operations on the Leased Premises, 
Lessee sha ll restore the surface of all lands util ized by Lessee, and not theretofore 
restored, to their original cond ition as nearly as possible. Within s ix (6) months aner the 
termination o f this lease, Lessee shall remove any and all property placed by Lessee on 
the Leased P remises or Lessor shall cause same to be removed at Lessee's Expense. 

9. Lessee is to comply with all Federal and State regulations. 

10. Lessee shal l pay marke t value for any and al l li vestock lost as a result o f Lessee 's 
opera tions under this lease. 
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II . All pipelines are to be buried 36 inches below the ground, which will be from the top of 
the pipe to the surface of the ground. Only crude oil and natural gas (no other 
derivati ves) wi ll be allowed to be transported through any pipelines on the property. 

12. Lessee shall not conduct any operations within one-quarter ( 1/4) mile of any homestead, 
living quarters or livestock watering facilities without express consent of Lessor. 

Truf' and Correct 
cop\< ,f 

0 ~ ·n 1l 110 1r1 

Reeves County 
Clerks Offrce 
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CERTIFIED COPY OF RE OLUTIO 
PRESENTED TO A D ADOPTED BY 

T il E BOARD OF TRU TEE OF TRJ lTV U IVER lTV 
0 

OCTOBER 2, 1998 

I, DEBORA II !30LSTER, Assistant Secretary of the Board ofTrustecs of Trinity University, hereby certify 
that the following is a true and correct copy of a Resolution adopted at the meeting of the Board ofTrus tees 
of Trinity University. San Antonio, Texas, held October 2, 1998: 

BE IT R ESOLVED by the Board of Trustees of Trinity University 
tha t on behalf or Trinity University nr the Board or Trustees or 
Trinity University, in the individual capacity or each. and as 
Executor, Administrator , Trustee, Agent, Representative, Partner, 
or in any other capacity whatsoever, nny two or the following: 
C hairman of the Board, I mmcdin te Past C hairman, Vice 
C hairman, Finance & l'roperty C ha irma n, Secreta ry, Treasurer, 
Assistanl Treasurer, President of the Universit y, and Vice 
President for Fisca l Affairs, nrc he reby authorized and 
empowered : 

To execute any and a ll instruments required to sell. convey, 
lrnnsfer, assign, rent, lease, mortgnge, or o therwise dispose of any 
interest owned by Trinity University or the Board of Trustees of 
T r inity University, in any rea l property (including oil, gas, and 
mineral interests) wher esoever locat ed, includ ing hut not limited to 
deeds, lenses, oil, gas, and mineral lenses, division orders, releases, 
as well as ins trumen ts req uired by auy governmental agency, a nd 
any o ther Instruments or whatsoever kind or character relatinJ: to 
the sa le, management, or diS(JOsition of any such property. 

Date: LJ -;,1-$1.:5_ 

Ch.,irman 
rrnkkfl4• 
hnmNiial~ r.s1 C"hh1r &. 

('hair. NOI'ninlhOn ofTMI«S rommiii~C 
VtecChur: 
llononry VK< Chow!< 

Chair. Church Rcllliom and Rch~IOUS l..1fc Conumncc 
Tn:a~urtr 
VP for fiscal AfTaira &. As~islans rremsurtr 
St'cll!HUY 

Ch:ur, lnvcsuncms Cormnntce 
Ch., ir, Audil Commiuec 
Chair, Advanccmcnl Cnmmillcc' 
("t1.1ir, rimncc and Propcny Cotntnill« 
("h,ir. Academic Aff1in Commiucc 
Cho•ur. Sludtnl AfTAtl'l Commill« 

~~.#.&si: .. , 
Board ofTru~tees of Trinity Univcr.:ity 

Ms lim Wolls VohldN:k 
0.. John R 1hz• I 

Mr Raben S McClane 
Mr Cico'l."C C lhAOn 

MJ Sl"1mn J. llcll 
Va(llnl 
Mr Cr.u~ McCoy 

Mr 1 hom.,s R Scmmu 
Mr JamcJ r D'ckc, II 
Mr lbt~t:b\ 0 lb,..•lhnmc 
Ms Phyll~ Rmwnin~; 
Mr Manh:lll B MrUcr. Jr 
Ms ll3rblra W Picn:c 

-\10 r1ttJ\!l ·1if."f fll''"t o .-,o I f 'l v l . 'I!IITAl. 

FILE NO . 2458 

FILED FOR RECORD ON' .mE~_2=.3=RD:::_ _ _ DAY OF Jmm 

~~CORDED ~~~f~2.JTI!,~, _ DAY OF 

0'1l!L~}tfi r: , DEPUTY 

JUNE 

OQ U~ P' '""' ,, ~ .. ' • · r• : 
~)Q P.c.t'l 1.• •..• ,.,. I 4 ·-. ... • .. t 

! (!II ~~ ,,. rot.ot 
,,.-,;~ l fl>fiW 

w 

A. D. 2005 1 : 49 p_ H. 

A.D. 2005 9 :00 A. H. 

DIANNE 0. FLOREZ , COUNTY CL.ERX 
REEVES COUNTY , TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregoing is a lull, true and correct photographic copy or the 
original record now tn my lawful custody and possession, as the same is 
ftted/recorded tn the public records of my offtce, found in VOL _L0_3_. 
PAGElJ!L. THRU 746 OFFICIAL PUBLIC 

RECORD 
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Gantrri l Land Office 
Relinquishment Act Laue Form 
Revlud, September 1887 
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OIL AND GAS LEASE 

BOOK 703 PAGE 

THIS AGREEMENT is made and entered Into this~ day oi _--"A,.o"'n,_l _____ .• 2~ , between the State of Texas, actmg 

by and through Its agenl, SUNSHINE COTTAGE SCHOOL FOR DEAF CHILDREN 

of !03 Tuleta San AO!onlo Texas 76212 

(G.vo Permanent Addtess) 

said agent herein referred to as the owner of the soil (whether one or more), and __ Tl......,euwa....,.Ex"'o!"""ora""'lion"'-"-''nc""".---------------

of p. 0 . Bo5 56 Midland Texa 79702 

(G•ve Permanenl Address) 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and In consideration or the amounts staled below and or the covenants and agreements to be paid, kepi and 
performed by Lessee under this lease, the Stale of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose or prospecting and drilling for and producing oil and gas. laying pipe lines, building l anks, slorlng oil and building power 
stations. telephone lines and other struclures thereon, to produce, save, lake care of, treal and transpor1 said products or the lease. the following lands 
Situated In Reeves Counly, Slate of Texas, to-wit 

SW/4, SW/4NE/4, W/2SE/4 Section 26, Township 2, 
Block 56, T & PRy. Co. SuNey 

conta1nlng _ _,2.,.6,0 ____ acres. more or Jess. The bonus conslderatlon paid for this lease Is as follows: 

To the State of Texas: One Thoosand Flttv and No/100 

Dollars ($.!.1o~~O>tSOIL·.llOO!L-______ _ 

To the owner of the soil: One Thoosaod Flftv and No/100 

Dollars (S .... l .,.O_,.,SQ ... OO""'--------

Total bonus conslderaUon: Two ThOusand One Hundred and No/100 

Dollars ($ . .,_2..!1_,00.,..00,_ ______ _, 

The Jotal bonus consideration paid represents a bonus of ""O"'o"-e.LH,.u.,nd,._rl5ed"'--F~IfiY=a.,n"'dLNt:!Oil!!..l1.li:OOIL ____________________ _ 

--------------- Dollars($ ISQ.OOl ) per acre, on -'1"'4"".00""------ net acres. 

2. TERM. Subject to the other provisions In this tease, this lease shall be for a term of Three f3l years from 
th1s date (here10 called 'primary term") and as long thereafter as oil and gas, or either of them, Is produced In paying quantities from said land As used 
1n this lease. the term •produced In paying quantities· means that the receipts from the sale or other authonz.ed commercial use of the substance(s) 
covered exceed oul of pocket operabonal expenses for the six months last past 

•• • • • •• • • • • • • • • • • • •• • • • • • • • • • •• ••• • ••• • 
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True and Correct 

copy o1 

Ong1nal f1leo 1n 
Reeves County 

Clerks OH1ce 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date. this lease shalltermrnate. 

unless on or before such anniversary date Lessee shall pay or tender to the owner or the soil or to his O"edrtln the -----------­

~~----~~~~~~--~-~ Bank, at 
or its successors (which shall continue as the depository reg-ar-:d::-lc-:s-:s-o-:1-cha:--nge--s-=-ln~th-e-own--e-rs-:h-:-lp-o-=-r sa--:-ld-:-:-la-nd...,-).-:the:---amou-- n-:t- s_peo_:-:_fi_ed.,..,..below:.,.-,-. '""rn_a_dd- ,CJOO: 

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 th is paragraph shall operate as a rental and shall cover the privilege of deferring the commencement or a well for 
one (1) year from said date. Payments under this paragraph shall be In the following amounts: 

To the owner of the soil: Ill!r!Y;;,.·F....,Iv"'e'-'a"'n"'d-"N""Q/'-'1'-"00"'-----------------------

Dollars ($."'35..,.00,_ ______ _ 

To the State of Texas: Ill!r!Y.:~·F..~:!v'-'e'-'a'-'n"'d'-'-N"'Q/!!..1"00"'-----------------------
Dollars ($35.00 ___ ) 

Total Delay Rental: SeveniV and No/100 

Dollars ($."70.,."'00"--------

In a hke manner and upon like payments or tenders annually, the commencement of a well may be further deferred lor successive periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner or the soli 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 deslgnated In lhls paragraph (or Its successor bank) should 
cease to exls~ suspend business. liquidate, fall or be succeeded by another bank, or lor any reason fail or refuse to accept rental. Lessee shall not be 
held In default l or failure to make such payments or tenders of rental unm thirty (30) days after the owner ollhe soli shall deliver to Lessee a proper 
recordable Instrument naming anolher bank as agent to receive such payments or tenders 

4. PRODUCTION ROYALTIES. Upon productlon of oil and/or gas. Lessee agrees to pay or cause to be paid one-hall (112) of the royalty 
provided for In this lease to lhe Commissioner of the General Land Office of the State or Texas, at Austin, Texas. and one-hall (112) of such royalty to the 
owner of the soil· 

(A) OIL. Royalty payable on oil, which Is defined as lndudlng 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 herelnalter provided. 
shall be 1/4 part of the gross production or the market value thereof. at the option of the owner of the soi l or the Commissioner o f lhe 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 lhe 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 or cost to the royalty owners lhrough an adequate oil 
and gas separator or conventlonal type, or other equipment at least as efficient. so lhat all liquid hydrocarbons recoverable from the gas by such means 
wrll 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 terms and conditions as lhey prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (lnduding nared 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 rn a plant lor 
the extraction ol gasoline. liquid hydrocarbons or other products) shall be 114 part of the gross production or the market value thereof. at the 
ophon of the owner or the soil or the Commissioner of the General Land Office. such value to be based on the highest market prtce paid or offered lor 
gas of comparable quality In the general area where produced and when run, or lhe 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 lor pressure according to Boyle's Law. and lor speofic 
gravity according to tests made by tho Balance Melhod or by the most approved method of testing being used by the Industry at the Ume o f tes ting 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant lor the recovery or gasolrne or other liQuid 
hydrocarbons shall be 114 part or the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option ol ihe owner 
olthe soil or lhe Commissioner or the General Land Office. All royalties due herein shall be based on one hundred percent ( 100%) or the total plant 
production or residue gas attributable to gas produced !rom this lease. and on fifty percent (50%). or lhat percent accruing to Lessee. whichever Is rhe 
greater, of the total plant production ol liquid hydrocarbons attributable to the gas produced !rom lhls lease; provided that il liquid hydrocarbons are 
recovered !rom gas processed In a plant In which Lessee (or Its parent. subsidiary or affiliate) owns an Interest then lhe percentage applrcable to IIQurd 
hydrocarbons shall be fifty percent (SOO-'J or the highest percent accruing to a third party processing gas through such plant under a processrng 
agreement negotiated at arm's length (or II there Is no such lhlrd party, the highest percent then being sped fied 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 1) the highest marl<et 
price paid or offered lor any gas (or liquid hydrocarbons) or comparable quality In lhe general area. or 2) the gross price paid or offered lor such residue 
gas (or the weighted average gross selling price lor lhe respective grades or liquid hydrocarbons). whichever Is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than lhe royalties which would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (exceptrng liquid 
hydrocarbons) whether said gas be ·casinghead." "dry." or any other gas. by fractionating, burning or any olher processing shan be 114 part of 
the gross production ol such products, or the marl<et value thereof, at the option o l the owner or the soil or the Commissioner ol the General Land Office. 
such marl<et value to be determined as follows: 1) on the basis ol the highest market price of each product lor the same monrh In which suCh product Is 
produced, or 2) on the basis or the average gross sale price ol eaCh product lor the same month In which such products are produced; whichever Is lhe 
greater 

s. MINIMUM ROYALTY. During any year alter the expiration ol the primary term or this lease. II this lease Is maintained by production, the 
royalties paid under this tease In no event shall be less lhan an amount equal to the total annual delay rental herein provilded; otherwise. there shall be 
due and payable on or before the last day ol lhe month succeeding lhe anniversary date or this tease a sum equal to the total annual rental less the 
amount o l royalties paid during the preceding year. II Paragraph 3 or lhls lease does nol spedly a delay renta l amount. lhen lor the purposes ol this 
paragraph, the delay rental amount shall be one dollar (S 1.00) per aO"e 
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6. ROYALTY IN KINO. Notwlthslandmg any other proviSion In this lease, at any ume or from time to time, the owner of !he sod or lhe 
Commissioner of the General land Offlce may, altho opllon of e~her, upon not less than sixty (60) days nolic:e to the holder of the lease, requue thlllhe 
payment of any royallles accruing to such royally owner under this lease be made In kind The owner of the soil's or lhe Commissioner of the General 
land Offoce's right to take hs royally In kind shall not diminish or negate the owner of lhe soil's or the Commissioner of lhe General Land Offoce's roghts 
or Lessee's obllgallons, whether express or Implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royaHies accruing under this lease (Including lhose paid In kind) shall be wilhoul deducllon for 
lhe cost of producing, gathering, storing, separating, treating, dehydrallng, compresslrog, processing, transportJng, and otherwise maldng the oU, gas and 
other products hereunder ready for sale or use. lessee agrees to compute end pay royalties on the gross value received, incfudmg any reimbursements 
tor severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royally shaH be payable on any gas as may represent this lease's proponionate share of any fuel 
used to process gas produced hereunder In any processing plant. Notw~hstandlng any other provision of this lease, and subject to the wuten consent of 
!he owner of lhe sod and lhe Commissioner of lhe General land Offoce, lessee may recycle gas for gas ~n purposes on the leased premises or for 
lnjecbon Into any o~ or gas producing formation underlying the leased premises after lhe •quid hydlocarbons contaoned in lhe gas have been removed, 
no royalties shall be payable on the recycled gas until n Is produced and sold or used by lessee In a manner Whlcll enulles the royalty owners to a 
royally under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royall1es not taken In kllld shall be paid to the Commssloner of the General Land Offoce at 
Auston, Texas, In the follow1ng manner: 

Payment of royally on production of oU and gas shan be as provided In the rules set fonh In lhe Teus Register Rules currently provrde that royally on o~ 
1s 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 royally 
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 affodav11 of the owner, manager or other aulhorized agent, completed In the form and manner ptescrlbed by lhe General land OffiCe 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oU and gas. together Vlllh a copy ol all documents, 
records or reports confirming the gross production, disposillon and market value Including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda ol amount produced and put Into pipeltnes, tanks, or pools and gas lines or gas storage, and any other reports or records 
whlch lhe General land Offoce may requore to venly the gross production, disposition and market value. In all cases the authoroty of a manager or agent 
to act for the lessee herein must be filed In the General Land Offoce Each royally payment ahall be accompanied by a check stub, schedule. summary 
or other remntance advice showing by the assigned General Land Office lease number the amount of royally being paid on each lease If Lessee pays 
his royally on or before thirty (30) days after the royally payment was due, then Lessee owes a penatty of 5'16 on the royally or $25 00, whichever IS 
greater A royally payment WhiCh IS over thlny (30) days late shaD accrue a penally of 10% of the royally due or $25 00 Whichever os greater In addtuon 
to a penally, royalties shall accrue interest at a rate of 12'16 per year, such Interest VIlli begin to accrue when tho royally 1s sixty (60) days overdue 
Afftdav1ts and supponong documents which are not filed When due shall Incur a penally In an amount set by the General Land Offoce adminlstraOve rule 
which 1s elfectlve on the date when the alftdavrts or supporurog documents wete due. The lessee shal bear al responslb~~y for payong or causong 
royaHtes to be pard as prescnbed by the due dale provided hereon. Payment of !he de~quency penalty shall on no way operate to prohltlll lhe State's 
roghl of forle11ure as provided by law nor actio postpone the date on which royallles were originally due. The above penally provisions shan not apply In 
cases of IItie d1spute as to the State's portion of lhe royally or to !hat ponlon of the royatty In dispute as to lair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall annually furnish lhe Commissioner of the General land Offoce 
With 11s best possible esUmale of oil and gas reserves underlying this lease or allocable to lhls lease and shall furnish said Commissioner Vlllh cop1es of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts Vlllhon lhlny (30) days after 
entenng Into or makmg such contracts, agreements or amendments. Such contracts and agreements When rece1ved by the General l and Otfoce shall be 
held In confidence by the General land Office unless otherwise authorized by lessee. All other contracts and records pertaining to the producllon, 
transportation, sale and marketing olthe oil and gas produced on said premises, 1nctudlng the books and accounls, receipts and discharges of all wells, 
tanks, pools, meters, and p1pellnes shall at all Urnes be subject to Inspection and examlnallon by the Commrssloner of the General Land Offoce, the 
Allorney General, the Governor, or the representative of any of them. 

(BI PERMITS, DRILLING RECORDS. Wntten notice of all operations on lhls lease shall be submrtled to the Commissioner or lhe General 
Land Olfoce by Lessee or operator five (5) days before spud dale, workover, re·enlry, temporary abandonment or plug and abandonment of any wed or 
wells Such wntten notice to the General land Office shall Include copies of Railroad Commission forms lor epplicalion to dnll. Copies of well tests, 
completion repons and plugging reports shall be supplied to the General land orroce at the time they are fded wtlh the Texas Railroad Commission AU 
appllca~ons, permns, repons or other filirogs that reference thiS lease or any spectfrc wei on lhe leased premiSes and that are submrned to the Texas 
Railroad Commission or any other governmental agency shall Include tho word "Slate• In the Iitle AddnionaUy, In accordance Vlllh Railroad CommiSSion 
rules, any slgnage on lhe leased premises for lhe purpose of ldenllfying wells, tank batteries or other associated Improvements to lhe land must also 
include lhe word ·state." lessee shall supply lhe General land Offoce wnh any records, memoranda, accounts, repons. cuttings and COJes, or other 
Information rela~ve to lhe operation of lhe above-descrrbed premises, which may be requested by the Genetalland Offoce, In add~ion to those herern 
expressly provided lor. Lessee shall have an eleclrlc:ai and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
lhe total deplh of wea. of all wells dnUed on the above described premises and shaU lransmn a true copy of lhe log of each survey on each wei to lhe 
General Land Offoce Within fineen (15) days after the making of sard survey. 

(Cj PENALTIES. Lessee shall Incur a penally Whenever repona, documents or other materials are not filed in the General Land Offoce when 
due The penalty for late filing shall be set by lhe General land Offoce administrative rule Whlch Is elfective on the date When !he materials were due in 
the General land Offoce. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during lhe primary lerm hereof and prior to discovery and 
producllon of 011 or gas on said land, lessee should drill a dry hole or holes lhereon, or if during lhe primary term hereof and after Jhe discovery and 
actual producUon 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 or sixty (SO) days lrom date of cornplellon of said dry hole or cessation of production Lessee commences additional driUing or 
reworking operations thereon, or pays or lenders the next annual delay rental in lhe same manner as provided In this lease. If, durong !he last year of the 
primary term or w1thln sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production or oil or gas should cease for any cause, 
Lessee's rights shall remain In full force and effect Without Junher operations until lhe expiration of lhe primary term, and 1f Lessee has not resumed 
production in paylrog quantrtles at the expiration of lhe primary term, lessee may maintain lhls lease by conducting addrllonal drilling or reworking 
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operations pursuant to Paragraph 13, using the expkatlon of the primary term as the date or cessation of production under Paragraph 13 Should the first 
wei or any subsequent well drlned 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 belore the rental paying dale foRewing the expiration of si>rty (60) 
days from the dale of completion of such shut-In oU or gas well and upon the failure to make such payment, this tease shaD ipso facto terminate tl 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. II, 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 shalt remain In force so long as operations on 
said welt or l or drilling or reworking of any addHional wells are prosecuted In good lallh and In workmanlike manner without Interruptions totaling more 
than sl>rty (60) days during any one such operation, and II 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 on or gas well royalties or compensatory royalties Is made as provided in this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expkation of the primary term, productlon of oil or gas from the leased 
premises, aner once obtained, should cease from any cause, this lease shan not termmale If Lessee commences acldaional dnnong or reworking 
operations wolhln si>rty (60) days after such cessation, and this lease shall remain In fun force and effect for so long as such operations continue In good 
faith and In workmanlike manner wlfhout Interruptions totaling more than si>rty (60) days If such drilling or reworking operatlons result In the production 
of oit or gas, the lease shall remain In full force and effect lor so long u oft or gas Is produced from the leased premises in paying quant~les or payment 
of shut-In oil or gas wen royallles or payment of compensatory roy d ies Is made as provided herein or as provided by law If I he dnnlng or reworking 
operations resu~ 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 shalt remain In effect so long as Lessee continues dnthng or 
reworking operations In good faith and In a workmanhke manner without Interruptions totaling more than si>rty (60) days Lessee shalt gove wrlt1en notice 
to the General Land o rnce within thirty (30) days or any cessation or production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, ·weir means any welt that has been assigned a well number by the state agency 
having Jurisdiction over the production of oil and gas II, at any time after the expiration of the primary term of a lease that, until being shut In, was being 
maintained In Ioree and effect, a well capable of producing oil or gas In paying quantities Is located on the leased premises, but oit or gas Is not being 
produced lor lack or suitable production laclhties or lack of a suitable market, then Lessee may pay as a shut-In oH or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than S 1,200 a year for each well capable of producing oil or gas In paying quantRies II 
Paragraph 3 of this lease does not specify a delay rental amount, then for the pUiposes of this paragraph, the delay rental amount shan be one dollar 
($1.00) per acre. To be effective, each Initial shut-In oil or gas royaRy must be paid on or before (1) 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 driaong or reworkong operation In accordance 
woth the tease provisions; whichever date is latest Such payment shan be made one-half (112) to the Commissioner of the General Land Olftee and one­
half (112) to the owner or the soli II the shut-In oil or gas royaRy Is paid, the lease shalt be considered to be a producing lease and the payment shalt 
extend the term or the lease lor a period or one year from the end or the primary term, or from the first day or the month ronowong the month In which 
production ceased, and, after that, If no suftabte production lacHities or suitable market lor the olt or gas exists, Lessee may extend the lease for lour 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-In year. 

15. COMPENSATORY ROYALTIES. II, during the period the lease Is kept In effect by paymenl of the shut-In ott or gas royalty, oil or gas Is 
sold and delivered In paying quantities rrom a well located within one thousand (1,000) feet of the teased 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 shalt cease, but 
the tease shalt remain effective l or the remainder or the year lor which the royalty has been paid The Lessee may maintain the lease l or lour more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the wei causong 
the drainage or which Is completed In the same producing reservoir and within one thousand (t ,000) feet of the leased pre moses The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land ornce and one-hall (1 /2) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oR or gas Is produced from the wen causmg the drainage or that Is completed In the 
same producing reservoir and located wrthln one thousand (t ,OOO) feet of the leased premises II the compensatory royafty paid In any 12-month penod 
Is 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 pena~y and Interest In accordance with Paragraph 9 of this 
tease None of these provisions will retoeve Lessee of the obligation or reasonable development nor the obtogation to dnn offset wells as provoded on 
Texas Natural Resources Code 52 t 73, however, at the determination of the Commissioner, and with the Commissioner's wntten approval. the payment 
or compensatory royalties can satisfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, aner a welt producing or capable or 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 lor the proper development of the teased premises and In marketing the production thereon 

(A) VERTICAL In the event this lease Is In force and effect two (2) years after the exporation date of the primary or e>rtended term It shall then 
terminate as to all o f the teased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities Onctudlng a shut-In ool or gas wen as provided In Paragraph 14 hereof), or a well 
upon which Lessee Ia then engaged In continuous dritUng or reworking operations, or (2) the number of acres Included In a producing pooled unrt 
pursuant to Texas Natural Resources Code 52.151-52154, or (3) such greater or lesser number of acres as may then be allocated lor production 
purposes to a proration unH lor each such producing wen under the rules and regulations or the Railroad Commission of Texas, or any successor 
agency, or other governmental authorHy having Jurisdiction. II at any time after the effective date or the partial termination provisions hereof, the 
applicable field rutes are changed or the wen or wens located thereon are reclassified so that less acreage Is thereafter aUocated to said wen or wells for 
production purposes, this tease shall thereupon terminate as to all acreage not thereafter allocated to said well or welts lor production purposes 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless contonue to have the right of Ingress 
to and egress from the lands still subject to this tease for all purposes described In Paragraph 1 hereof, together with easements and rights-or-way lor 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described In Paragraph t hereof ("the reta ined lands"), for 
access to and from the retained lands and lor the gathering or transportation or oil, gas and other minerals produced from the retained lands 
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(B) HORIZONTAL In the event this lease Is In force and effect two (2) years after the explfallon date of the promary or extended term n shall 
further terminate as to all depths below I 00 feet below the total depth dnUed (herelnaller "deeper depths") In each well located on acreage retained on 
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 orog.,ally paid as consideration for this lease (as spectfied on page I hereof) If auch amount is paid, this lease shall be In force and elfect as to 
such deeper depths, and said terminatton shaa be delayed for an addttional period of two (2) years and so long thereafter as otl 01 gas Is produced In 
paytrog quanltties 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 wtth the well located In the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Wtthln 
thirty (30) days after panlal termlnation of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal descrlptton 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 Olfice, accompanied by the filing lee prescnbed by the General Land Office rules In elfect on the date the release Is filed If Lessee la1l& 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 dlscretton may destgnate by WJtnen Instrument the acreage and/or depths to be released hereunder and recOtd such 
tnstrument at Lessee's expense In the county 01 counties where the lease Is located and In the olftcral recOtds of the General Land OffiCe and such 
destgnalton shaD be binding upon Lessee lor all purposes 

17. OFFSET WELLS. Neither the bonus, delay rentals, nOt royalties paid, or to be paid, under tilts lease shall reUeve Lessee ol hiS obltgaUon 
to protect the otl and gas under the above·descrtbed land from betng drained. Lessee, sublessee, receiver or other agent tn conllol of the leased 
premises shall dull as many wells as the facts may justify and shall use appropriate means and dnllto a depth necessary to prevent undue drainage or 
011 and gas from the leased premises. In addition, If oil and/or gas should be produced In commercial quanttties Within 1,000 feet of the leased premlses, 
or In any case where the leased premises Is being drained by production ol oil or gas, the Lessee, sublessee, receiver or other agent In control ollhe 
leased premises shall In good fa ith 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 olthe leased premises start producing In commercial quantltles and shall prosecute such drilling With diligence 
Failure to satisfy the statutory offset obligation may subject this lease and the owner ol the soil's agency rights to forfeiture Only upon the determlnalton 
or the CommiSSIOner or the General Land Offtee and Wllh his Wfinen approval may the payment of compensatOty roya~y under applicable statutory 
paramelers satisfy the obligation to drtU an offsel well or wells reqUired under this paragraph 

18. FORCE MAJEURE. If, after a good fatth effort, Lessee IS prevented from comptymg wtth any express 01 tmpbed covenant ol this lease 
from conducting drtWng operat1ons on the leased premises, or from producing o~ or gas from the leased premtses by reason ol war, rebellon, rlols, 
strikes. acts ol God, or any vahd order. rule or regulallon of governmenl authorrty, then while so prevented, Lessee's obltgation to comply wtlh such 
covenant shall be suspended and Lessee shall not be liable l or damages for failure to comply wrth such covenants, add11tonally, this lease shall be 
extended while Lessee Is prevented, by any such cause, lrom conducting dulling and reworking operations or from producong 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 tho absence of such drilling or reworking operations or production of oil or g as 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend lllle to the leased premoses II the owner or the sod defaults 
1n payments owed on the leased premises, then Lessee may redeem the rights of the owner of the sotlln lhe leased premtses by pay1ng any mongage 
taxes or other liens on the leased premises If Lessee makes payments on behalf of the owner of the soli under this paragraph, Lessee may recover the 
cost of these payments from the renlal and royanles due the owner of the sod 

20. jA) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soli owns less than lhe enllre undtvlded surface eslate "'the above 
descnbed land, whether or not Lessee's interest•• specified herein, then the roya~ies end rental herem provided to be paid to the owner of lhe sod shall 
be paid to him in the proportion which his Interest bears to lhe enltre undivided sur1ace estate and the roya~ les and renlal herein provided to be paid 10 
the Commissioner of the General Land Olftee of the State of Texas shall be likewise proportionately reduced However, before Lessee edJUSls l he 
royally or rental due to I he Commissioner of the General Land Office, Lessee or his authorized representative must submK 10 the Commissioner of the 
General Land Oll1ce a wrluen statement which explains the discrepancy between the Interest purportedly leased under this lease and tile actual interest 
owned by lho owner ol lho soil. The Commissioner ol lhe General Land ornce shall be paid the value of the whole production allocable to any undivided 
inleresl not covered by a lease, tess the proportionate dovelopmenl 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 lhe undivided lnlerest not leased an amount less 
than the value of ona.siJCteenth ( l/16) of such gross producllon 

(BJ REDUCTION OF PAYMENTS. If, durtng lhe pnmary lerm. a portion of the land covered by this lease IS Included wnhcn the boundanes 
of a pooled unrt that has been approved by the School Land Board and the owner ol the soU tn accOtdance wtth Natural Resources Code Sechons 
52151-52. 154, or tl, at any ttme after the expitatlon of lhe prtmary lerm or the extended lerm, this lease covers a lesser number or acres than the total 
amount descnbed herein, paymenls that are made on a per acre basis hereunder shall be reduced accOtdlrog to the number of acres pooled, released, 
surrendered, or otherwtse severed, so lhat payments determined on a per acre basis under l he terms ol lhls lease dunng the primary term shaU be 
calculated based upon the number of acres outside the boundaries of a pooled uOII, or. II after the expiration of tho primary term, the number of acres 
actually retained and covered by this teaso. 

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 lhe owner of the soil, provided, however. Lessee shall not use potable water or water suKablo lor livestock or irrigation purposes 
for walerflood operations wrthoulthe prior consent olthe owner olthe sort 

22. AUTHORIZED DAMAGES. Lessee shall pay lhe owner of the soU for damages caused by tts operauons 10 al personal propeny 
tmprovements, livestock and crops on said land 

23. PIPELINE DEPTH. When requested by the owner or the soli, Lessee shall bury lis pipe~nes below plow depth 

24. WELL LOCATION LIMIT. No well shall be dttlled nearer than two hundred 1200) feetlo any house or barn now on satd premoses Without 
the wr1t1en consent of the owner of the soil 
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25. POLLUnON. In developing lhis area. Lessee shall use lhe hlgheSI degree of care and an proper safeguards lo prevenl pollution Wihout 
llmillng lhe foregoing. pollution of coaslal wellands. nalural walerways, rivers and Impounded waler shall be prevenled by lhe use of conlalnmenl 
facllllles sufficlenl lo prevenl spillage, seepage or ground waler conlamlnallon In lhe evenl of pollullon, Lessee shall use all means al ils disposal to 
recaplure all escaped hydrocarbons or olher pollulanl and shall be responsible for all damage lo public and prlvale properties Lessee shall build and 
malnlaln fences around ils slush, sump. and drainage pils and tank baHerles so as to protect nveslock against loss. damage or Injury, and upon 
completion or abandonment of any well or wells. Lessee shall fiQ and level an slush pils and cellars and complelely clean up I he driiQng sHe of an rubbish 
thereon Lessee shall. while conducting operalions on the leased premises. keep said premises free of all rubbish, cans, botlles. paper cups or garbage, 
and upon completion of operallons shall restore lhe surface of the land to as near Its original condition and conlours as Is practicable Tanks and 
equlpmenl will be kepi palnled and presenlable 

26. REMOVAL OF EQUIPMENT. Subject lo llmhalions In this paragraph. Lessee shall have the righllo remove machtnery and fixtures placed 
by Lessee on the leased premises. Including the right to draw and remove casing. Within one hundred twenty (120) days after lhe expiration or lhe 
termination of this lease unless lhe owner of lhe soU granls Lessee an el<lenslon of lhls 120-day period However. Lessee may nol remove casing from 
any wen capable of producing oil and gas In paying quantilles Addillonally. Lessee may not draw and remove casing unlil alter lhtrty (30) days wrtllen 
notice to the Commissioner of lhe General Land Office and lo lhe owner of lhe soil The owner of I he soil shall become lhe owner of any machtnery. 
frxlures. or casing which are nol timely removed by Lessee under lhe lerms of lhls paragraph 

27. (A) ASSIGNMENTS. Under lhe conditions contained In this paragraph and Paragraph 29 of this lease. lhe rights and eSiales of etlher 
party to this lease may be assigned. In whole or In part. and lhe provisions of this lease shall el<lend to and be binding upon their heirs. devisees. legal 
represenlatives. successors and assigns However. a change or diVIsion In ownership of the land. rentals, or royalties will not enlarge the obligations of 
Lessee. diminish th~ rights. privileges and estates of Lessee. Impair the effectiveness of any paymenl 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 lhe so~ (or his heirs. devisees, legal representatives or assigns) furnishes the Lessee wilh satlsfaclory wntlen evidence of lhe change 
In ownership. Including lhe original recorded munlments of t~le (or a certified copy of such orlglnaij when the ownership changed because of a 
conveyance. A total or partial assignment of lhls lease shan. to the el<lent of the lntereSI assigned. relieve and discharge Lessee of an subsequent 
obligations under this lease. If lhis lease is assigned In rts entirely as to only part of the acreage. the rlghl and option to pay rentals shall be appor1ioned 
as between the several owners ratably, according to the area of each. and failure by one or mora of them to pay his share of the rental shalt nol affect 
lhls lease on the part of the land upon which pro rata rentals are timely paid or lendered. however. if the assignor or assignee does not me a certtfied 
copy of such asslgnmenlln the General Land Office before the next rental paying dale. the entire lease shan 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. liabilrtles. and penalties owed to lhe Stale by lhe 
original lessee or any prior assignee of l he lease. Including any llabiiKieslo lhe State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwlthslandlng any provision In Paragraph 27(a). If the owner of lhe soil acquires lhis lease In whole or In 
part by assignment without the prior wriHen approval of the Commissioner of the General Land Office. lhis lease is void as of the time of assignment and 
lhe agency power or the owner may be forfeited by lhe Commissioner An assignment will be trealed as If il were made lo the owner of the soil If lhe 
assignee Is 

(1) a nominee of the owner of lhe soil. 
(2) a corporation or subsidiary In which the owner of the soN Is a principal stockholder or Is an employee of such a corporalion 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 lhe corporation which Is the owner of the soil; 
(5) a partner or employee In a partnership which Is the owner of lhe soil. 
(6) a rlduclary for the owner of the soli. Including but not limiled loa guardian. lrustee. executor. administrator. receiver. or conservator for the 
owner of the soil, or 
(7) a family member of the owner of the soil or related lo the owner of lhe 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 lo lhe 
owner of the soil and place of record a release or releases covering any portion or portions of lhe leased premises. and thereby surrender lhis lease as 
to such por11on 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 aeteage which was covered by this lease 
lmmedialety prior to such surrender. however. such release wil not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender or sueh acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If an or any part of lhis lease Is assigned or released, such assignment or release must be 
recorded In the county where the land Is situated. and lhe recorded Instrument. or a copy of lhe recorded Instrument certtfied by lhe Counly Clerk of the 
county In which the Instrument Is recorded. musl be filed In the General Land Office wllhln 90 days of the laSI execution date accompanied by the 
prescribed frfing fee If any such assignment is not so filed. the rlghls acquired under this lease shall be subject to forferture at the option of lhe 
Commissioner of lhe General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to lhe lease of the above·descrlbed land have been Included In this lnslrument. 
including the statement of the true consideration 10 be paid for lhe execution of this lease and the rights and duties of the parties Any collaleral 
agreemenls concerning the development of oil and gas from the teased premises which are not contained In this lease render this lease Invalid 

31. FIDUCIARY DUTY. The owner of the soli owes the Slate a nduclary duty and must fully disclose any facts affecting the Slate's Interest In 
lhe leased premises. When the Interests of the owner of the soli connict with lhose of lhe State. the owner of the soil Is obligated to put the State's 
Interests before his peraonal interests 

32. FORFEITURE. If Lessee shall laM or refuse to make lhe payment of any sum within l hlrty days after h becomes due. or If Lessee or an 
authorized agent should know.ngly make any false retum or false report concerntng production or dnlllng. or If Lessee shal fail 0< refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by lhe Commissioner of the General Land Offtee. or If Lessee 
should ran to me reports In the manner required by law or fail to comply wHh rules and regulalions promulgated by the General Land Office. lhe School 
Land Board. or the Railroad Commission. or If Lessee should refuse lhe proper authorUy access lo the records pertaining lo 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 wen. 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 I he General Land Ofrtce as required by law. the rights acquired under this lease shan be subject lo forfeiture by the 
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Commissioner, and he shall forfe it same when sulfiCienUy Informed or the !acts whic:ll authorize a lorfdure, and when lorfe1ted llle area shall aga1n be 
subject to lease under the terms ol llle Relinquishment Act However, nothing herein shall be construed as waiving llle automatic: termination ollhls 
lease by operation of law or by reason or any speclalllmhatlon arislng hereunder Forfe1101es may be sel aside and this lease and all nghts thereunder 
reinstated before the raghts ol another Intervene upon satisfactory evidence to the Commissioner ol llle General land Olface of future compliance With 
the provisions of the law and or this lease and the rules and regulations that may be adopted relative hereto 

33. LIEN. in accordance w1th Texas Natural Resources Code 52.136, the State shall have a f~rstl1en upon all oU and gas produced from the 
area covered by this lease to secure payment of all unpaid royally and other sums of money that may become due under thls lease By acceptance of 
this lease, Lessee grants the State, In add~lon to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory Hen, an 
express contractual Uen on and securrty Interest In all leased minerals In and extracted from the leased premises, all proceeds whlc:h may accrue to 
Lessee !rom the sale of such leased minerals, whether such proceeds are held by Lessee or by a lhltd party, and all fixtures on and Improvements to the 
leased premises used In connection w"h llle production or processing ol 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 secU<e payment ol any damages or loss that lessor may suffer by reason of Lessee's breach of 
any covenant or cond1Uon ol lh1s lease, whether express or Implied. This lien and secunty Interest may be foreclosed With or Wllllout court proceedings In 
the manner provided In the T 1t1e 1, Chap. 9 or the TelCas Business and Commerce Code Lessee agrees that the Commlssioner may reqUU"e 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 !rom and relating to Lessee's actiVIties upon the above-described property or !rom Lessee's acqwSition ol lhrs lease 
Should the Commissioner at any time determme that this represenlahon Is nol true. then the Commissioner may declare thiS lease forfeited as provided 
herein 

34. POOLING. Lessee Is hereby granted the nght to pool or un1hze the royally Interest of the owner ol llle sod under this lease With any other 
leasehold or m•nerat lnterest lor the exploration, development and production of oU or gas or e1ther ol them upon llle same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office lor the pooling or unitizing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154 The owner ol the soil agrees thai the Inclusion ol lhrs prOVISion in this lease satiSfies the 
execution requuements stated In Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State ol Teus and the owner ollhe so~. their officers. employees, partne1s, 
agents. contractors. subcontractors, guests, lnvrtees, and their respective successors and assigns, ol and !rom aU and any actions and causes of action 
ol every nature, or other harm, Including environmental harm, lor whlc:h recovery ol damages is sought, including, but not limned to, aU losses and 
expenses which are caused by the activities ol Lessee, Its officers. employees, and agents &!Ising out of. Incidental to, or 1esuhing hom. the operations 
ol or for Lessee on the leased premises hereunder. or that may anse out of or be occasioned by lessee's breach of any of the terms or p1ovlslons or this 
Agreement, or by any other negligent or strlc:Uy liable act or omission or Lessee. Further, Lessee hereby agrees to ba liable lor, exonerate, 1ndemn~ly, 

defend and hold harmless the State or Texas and the owner ol the soil, their officers, employees and agents, their successors or assigns. against any 
and all cla1ms, llabllrtles, losses, damages, actions. personal inJury (Including death), costs and expenses. or other harm lor whlc:h 1ecovery ol damages 
Is sought, under any theory Including tort, contract, or striCt llablldy, Including anorneys' lees and other legal expenses, lncludrng those related to 
enVIronmental haza1ds, on the leased premises or In any way related to Lessee's !allure to comply w~h any and aU enwonmental laws, those ansmg 
!rom or 1n any way related to Lessee's operations or any other ol Lessee's activities on the leased premises; those arising !rom Lessee's use of the 
surface ol the leased premises, and those that may arase out of or be occasioned by lessee's breach ol any ol the terms or proviSions olthls Agreement 
or any other act or omission ol Lessee, rts duectors. offteers. employees, partners. agents, contractors, subcontractors, guests, 1nv1tees, and lhe11 
respective successors and assigns. Each assignee ollhls Agreement, or an Interest therein, agrees to be liable lor, exonerate, lndemmly, defend and 
hold ha1mless the State of Texas and the owner of the soli, their officers, employees, and agents In the same manner prov1ded above in connect1on w1th 
the activities ol Lessee, Its olfteers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHAL L BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use llle highest degree ol c81e and all reasonable safeguards to prevent contamlflat•on or 
polluuon ol any env11onmental med1um, Including soil, surface waters, groundwater. sediments, and surface or subsurface stJata, ambient a11 or any 
other envlronmenlal med1um in, on. or under, the leased premises, by any waste, pollutant, or contam1nant Lessee shaD not bring or perm11to rema1n on 
the leased premises any asbestos containing matenals, explosives, toxic: materials, or substances regulated as haza1dous wastes, haza1dous materials. 
hazardous substances (as the term "Hazardous Substance· IS dellfled In 1/le Comprehensive Envuonmental Response, Compensation and Uabd1ty Act 
(CERCLA), 42 U S.C. Secllons 9601, et seq ). or tOXIC substances under any federal, lilate, or local law or regulation rHazardous Matenals"), except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored In the usual manner and quanlltles 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INOEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCL.A OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. Th1s lease IS Issued under the provisions ol Texas Natural Resources Code 52 171 tlvough 52 190, commonly 
known as the Relinquishment Act, and olher applicable statutes and amendments thereto, and II any proVISion lfl lh1s lease does n01 conform to these 
statutes. the statutes wlll prevail over any nonconforming lease provisions 
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38. EXECUTION. This oil and gas lease musl be signed and acknowledged by the Lessee before It Is filed of record In the county records 
and In the General Land Office or lhe Slate or Texas. Once the filing requirements found In Paragraph 39 or this lease have been satisfied. the effective 
date of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 or the Texas Business and Commerce Code. this lease must be filed or record In the office or the 
County Cieri< In any county In which all 0< any part or the leased premises Is located. and certified copies thereof must be filed In the General Land 
ornce. This lease Is not effective until a certified oopy of this lease (which Is made and certified by the County Clerk from his records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionally. this lease shall not be binding upon the Slate unless it 
recites the actual and true conslderaUon paid or promised for execuUon of this lease. The bonus due the Slate and the prescribed filing fee shall 
accompany such certified copy to the General Land Offoce. 

40. See attached Exhibit "A" for surface amendments. 

Date: -:;Jv f'l( 01 2 () () 5" 

STATE OF TEXAS 

By: ~bm&~ 
Date· __ ___,S.LI-'Il..o&'-~-(~o~SJ._ ____ _ 

Tax ID# 74-1143132 
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(CORPORATION ACKNOWLEDGMENT) 
STATE OF TEXAS 

COUNTY OF MIDLAND 

BEFORE ME, the undersigned authority, on this day personally appeared Ralph Lea, Jr., known to me to be the person whose name Is 
subscribed to the loregolng lnslrUmeniS as President or Tierra Explorallon, Inc., a Texas corporallon, and acknowledged to me that he executed the 
same lor the purposes and consideration therein expressed, In the capaclly stated, and as the act and deed or said corporation 

Given under my hand and seal or office this the~ day or --~YF~==:._-~ 2005. 

LJA~ 
Notary Public In and lor ~ '!J rl.y 6-.-1 

(CORPORATION ACKNOWLEDGMENT) 
STATE OF TEXAS 

COUNTY OF BEXAR 

BEFORE ME, the undersigned authority, on this day personally appeared Carolyn Wallhall , known to me to be the person whose name Is 
subscribed to the loregolng Instruments as Executive Director or Sunshine Cottage School lor Deal Children, and acknOwledged to me that she 
executed tho same lor the purposes and consldorallon therein expressed, In the capacity stated, and as the act and deed or said corporaUon. 

Given under my hand and seal or olfice this the .i:!...Q__ day or '-"I/ k ' yc , 2005. 

MARJORIE B. CAMPS 
H>l>ry Public, 61111 ol Two 

My CCII11IIllulon f.qlirts Jult 1 I, 2005 

(CORPORATION ACKNOWLEDGMENT) 
STATE OF TEXAS 

COUNTY OF BEXAR 

BEFORE ME, the undersigned authori ty, on th is day personally appeared Glen G. Mortlmer,lll, known to me to be the person whose name Is 
subscribed to the loregolng lnstrumeniS as Chairman or the Board lor Sunshine Cottage School lor Deal Children, and acknowledged to me that he 
executed the same for the purposes and conslderallon therein expressed, In the capacity stated, and as the act and doed or said corporation. 

, ~. L-,,: 
Given under my hand and seal or olfice this the_( 8 __ day or I fld.r . 2005. 

MARJORIE B. CAMPS 
Not>ry Publlc, Si>lt ol TUJI 

MtCommlskon Explru July 11. 2005 
~ ;; I 

Notary Public In and lor vv tlfukzZ!~. 
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SURFACE AMENOME TS 

I. l.,lpon the cessation of drill ing at each well location, the abandonment of said lease or 
surrender thereof, Lessee, its successors or assigns, shall then level all drilling pits and 
other excavations and shall repair all damage done, or cause to be done, to buildings, 
fences, roaUs, culverts, turf, water wells and/or other improvements and to restore same 
to their original condition within 90 days aficr the cessation of activity. No drilling mud 
shall be spread on surface lands of Lessor without express written consent of Lessor. 

2. Lessee's right to use water from the leased premises shall not include the right to use 
fresh water (rom any fresh water sands or strata underlying the leased premises for any 
secondary recovery operations that may be conducted on the leased premises. Lessee 
shall have the right to use fresh water from wells or surface impoundments only with the 
expressed permission of the Lessor. 

3. All operations of Lessee shall be conducted so as to minimize the amount of surface land 
used or damaged by Lessee and Lessee agrees to construct not more than one road to 
each location on the leased premises and to confine all travel incident to the drilling and 
production of such well to the single road. All roads constructed by Lessee shall be of 
good quality and suitable for all-weather use. The routes for all roads shall be mutually 
agreed upon between Lessor and Lessee before the commencement of any road 
construction. Lessee agrees to maintain all roads used by Lessee on the leased premises 
in good condition and repair during the period of Lessee's operations on the leased 
premises. The surface owner shall have the right to use all roads on the leased premises. 

4. It is understood and agreed that this lease does not cover or include any right or privilege 
of hunting with firearms and/or with dogs or otherwise on the leased premises or fishing 
on the leased premises; all such hunting and fishing rights being expressly reserved, and 
Lessee agrees that none of the Lessee's o fficers, agents, employees or representatives will 
bring any dogs and/or firearms upon U1e leased premises, and that any one so doing shall 
be trespassers and subject to prosecution as such. 

5. Prior to erecting new storage tanks, pipelines, compressor stations or other usual facilities 
required by Lessee for producing oil and gas and operating this lease, Lessee shall advise 
Lessor of Lessee's intention. Lessor and Lessee will then mutually select a site or sites 
for locating such equipment and pipelines taking into consideration the ranching and 
fam1ing operation of Lessor and Lessee's needs in conducting its operations under the 
terms of this lease in a reasonable manner. 
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6. Lessee, prior to the construction of any new road or the cutting, altering and removal of 
any existing fence on the leased premises, or the cutting or removal of any tree on the 
leased premises, shall noti fy Lessor of such intention and shall be governed by the 
Lessor's wishes. Lessee shall dispose of all brush, trees, trash and debris away from the 
property. Under no circumstances will trash, garbage or debris be buried or dumped on 
the property or adjacent lands of Lessor. Brush and trees may be buried or burned on the 
property only with written permission from owner or his representative. 

7. Lessee agrees to protect, defend, indemnify and hold hannless Lessor, the owners of the 
surface of the Leased Premises, and their respective agents, employees and tenants, from 
and against all liabilities, losses, expenses, c laims, demands, and causes of action of 
every kind and character, whether for death or personal injury to persons (inc luding 
agents and employees of Lessee and Lessee's subcontractors) for loss or damage to 
property, in any way and at any time arising out of, incident to, or in connection with this 
Lease, operations conducted on the Leased Premises, or breach of the terms hereof, 
regardless of whether any such liability, Joss, expenses, claim, demand or cause of action 
is based on the sole or concurrent negligence of any party indemnified hereunder. 

8. Each dri ll site location shall be constructed so as to result in the least interference with 
surface usage as reasonably practicable under the circumstances. All pits shall be 
constructed and lined so as not to pollute the adjoining land at the request of Lessor. 
Lessee shall take all reasonable precautions necessary to prevent land, air and water 
pollution, including pollution to all underground fresh water zones. Lessee shall collect 
all trash which accumulates in connection with his operations and remove such trash 
rrom the Leased Premises. Lessee shall take all reasonable precautions to prevent 
blowouts from occurring on the Leased Premises. Lessee shall utilize only such area 
around each producing well as is reasonably necessary for such purposes, and Lessee 
sha ll restore the remainder of such drill site to its original condition as nearly as possible 
wi thin a reasonable time afier the completion of operations on each drill site where no 
producing well is located, Lessee shall clear the location, remove all equipment placed 
upon the drill site by the Lessee, clean out and back fill all pits, and return the surface of 
the drill site to its original condition as nearly as possible. Lessee shall construct and 
maintain gates at all places where any roads used by Lessee cross through fences on the 
Leased Premises, and Lessee shall keep such gates locked when not actually passing 
through s uch gates. Upon tern1ination of Lessee's operations on the Leased Premises, 
Lessee shall restore the surface of all lands utilized by Lessee, and not theretofore 
restored, to their original condition as nearly as possible. Within six (6) months after the 
tennination of this lease, Lessee shall remove any and all property placed by Lessee on 
the Leased Premises or Lessor shall cause same to be removed at Lessee's Expense. 

9. Lessee is to comply wi th all Federal and State regulations. 

10. Lessee shall pay market value for any and all livestock lost as a result of Lessee's 
operations under this lease. 

r rue a d n Correct 
copy of 

Origmat filed m 
9€eves Count 
Clerks Office y 
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II . All pipelines are to be buried 36 inches below the ground, which wi ll be from the top of 
the pipe to the surface of the ground. Only crude oi l and natural gas (no other 
deri vatives) will be allowed to be transported through any pipelines on the property. 

12. Lessee shall not conduct any operations within one-quarter (114) mile of any homestead, 
living quarters or livestock watering facilities without express consent of Lessor. 

True and Correct 
copy of 

Original filed In 

Reeves County 
Clerks Office 

00 PIIOVISII•fj IIE~t I\ "'" ·• • 1 r: I''L :\.II L R£NTAI., 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregomg IS a lull. true and correct photographiC copy ol the 
ong1nal record now m my law1ul custody and possess1on. as the same 1s 

~~~~1tr ~~eR~blfslJor~~~f~filun~~~re03-
- - RECORD 

,.-f-!{i'l:ftt·•· I hereby cen1f1ed on __D6- 2 8-0 5 

{~~.~ .~~ •. : DIANNE 0. FLOREZ, COUNTY CLERK 

\~~/ :::N~~E~t~~ DEPUTY 



~ ERAIL L A , 
JERRY PATTERSO , COMMISSIONER 

April 10, 2006 

ATTN RALPH LEA JR 
TIERRA EXPLORATION INC 
P. 0. BOX 56 
MIDLAND TEXAS 79702 

Re: RELINQUISHMENT ACT LEASE No. MF-105269. 

Reeves Count y : 

Part 

SW/4,SW/4NE/ 4 
W/ 2SE/4 

Dear Mr. Lea, 

Sec Block Survey Abst# 

28 56 T&P Ry. Co 2214 

Ac r es 

280 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under mineral fi le number MF-1 05269. Please refer to this 
number in all future correspondence concerning the lease. 

Your remittance of$10,625.00 has been applied as the state's portion of the cash bonus $10,500.00, 
along with a processing and filing fee in the amount of$125.00. Please let me know if you should 
have any questions. 

Sincerely, 

b~ !2~,--e b1 U{S/ 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.t:x.us 





REV. 6/89 

R/ ...... ROAD COMMISSION OF TE. ,5 
OIL & GAS DIVISION 

PERMIT TO DRILL, DEEPEN, PLUG BACK, OR RE-ENTER 
ON REGULAR OR ADMINISTRATIVE EXCEPTION LOCATION P}f 

PERMIT NUMBER DATE PERMIT ISSUED OR AMENDED DISTRICT 

610105 11/29/2005 * 08 
API NUMBER FORM W-1 RECEIVED COUNTY 

42 389 32391 11/ 28/2005 REEVES 
TYPE OF OPERATION ACRES 

DRILL 280.00 
OPERATOR 227845 NOTICE 

RECEIVED This permit and any allowable assigned 
DRACO ENERGY, INC. may be revoked if payment for fee(s) 

P 0 BOX 11404 DEC 5 2005 submitted to the Commission Is not 

MIDLAND TX [797 02 q-; honored. 
District Office Telephone No.: 

BY: 
\ 1 432 684-5581 

LEASE NAME 
TRINITY STATE " 28 " 

LOCATION 
3 . 00 MILES E 

SECTION. BLOCK end/or SURVEY 
SECTION = > 28 

SURVEY ==> T&P RR CO 
DISTANCE--LEASE LINES 

586.00 FE 

DISTANCE-SURVEY LINES 
1,900.00 FE 

FROM ORIA 

BLOCK => 56 T2 

1 , 667.00 F S 

1,667.00 F S 

WELL NUMBER 
1 

TOTAL DEPTH 
4 ,000 

ABSTRACT => 

DISTANCE- NEAREST WELL ON LEASE 
0.0 

READ IMPORTANT CONDITIONS AND INSTRUCTIONS ON THE BACK OF THIS FORM 
FIELD(S) AND LIMITATIONS 

* - SEE FIELD DISTRICT FOR REPORTING PURPOSES 

FIELD NAME LEASE NAME DEPTH WELL # 

~ .. le • • 
•••• 
•••• 

c=··· 

r 
· ... 

•• • • • • •• 
• 

• •••••• • • 

WILDCAT TRINITY STATE "28" 3,700 
ACRES => 280 .00 

TUNS TILL TRINITY STATE "2 8" 3,225 
ACRES = > 280 . 00 

TUN STILL (OLDS ) TRINITY STATE "28 " 3 , 275 
ACRES => 280.00 

** LIMITATIONS ** 
THIS WELL SHALL BE COMPLETED AND PRODUCED IN COMPLIANCE WITH 
APPLICABLE SPECIAL FIELD OR STATEWIDE SPACING AND DENSITY RULES . 
IF THIS WELL IS TO BE USED FOR BRINE MINING, UNDERGROUND STORAGE 
OF LIQUID HYDROCARBONS IN SALT FORMATIONS, OR UNDERGROUND STORAGE 
OF GAS IN SALT FORMATIONS , A PERMIT FOR THAT SPECIFIC PURPOSE ' 
MUST BE OBTAINED FROM ENVIRONMENTAL SERVICES PRIOR TO CONSTRUCTION~ . "' INCLUDING DRILLING, OF A WELL IN ACCORDANCE WITH STATEWIDE R~ES ·~ 

81, 95, AND 97~ · 

THE FOLLOWING RESTRI CTIONS APPLY TO THE FIELDS SPECIFIED ....... ...... ..... ' 
THIS IS A HYDROGEN SULFIDE FIELD. 
ACCORDANCE WITH STATEWIDE RULE 36. 

TUNSTILL 

~ 
THIS WELL SHALL BE DRILLED r 1N 

l 
I"' 

*** PLEASE REFER TO ATTACHMENT *** 

-
' 

1 

1 

1 

DST 
08 

08 

08 



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

• •••••• • • 

ATTACHMENT 
FOR DRILLING PERMIT NUMBER 

610105 

THIS IS A HYDROGEN SULFIDE FIELD. THIS WELL SHALL BE DRILLED IN 
ACCORDANCE WITH STATEWIDE RULE 36. 

WILDCAT 
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w< 
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~~ 
...JO 
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DEPTH C. -J~ABLE-QUALITY GROUND WATER TO B€ PROTECTED 
PLEASE READ ALL INSTRUCTIONS 
The lnfonnatlon requested Is essentlll ln order for this agency to provide an appropriate response. Please allow for receipt of this fonn in our otfoces at least two weeks before 
your operation blgins. Due to the volume of these rtrquests. at times, ft may be difflcun for us to handle telephone inquiries. Complete. keep the bottom sheet (goldenrod) for 
your files, and mall the top 3 sheets of the 4-sheet set of carbon-backed fonns with 1 m•p to the address below. One sheet bearing our response will be returned to you. Another 
win be sent to the appropriate district otftee of the Railroad Commission. Individuals are entftled to request and review their personallnfonnatlon that the agency gathers on Ks 
lonna. They may also have any errors in their lnfonnatlon corrected. To review such infonnatlon. contact us at St 21239-3282 If you have questions on how to fll out this fonn 
or I bout the Surf1u C11lng progr~m , pleue cont1ct u1 11 512/239-0515 

Surface C asing - MC 151 
TCEQ 

Date _:1=1..._/2=3"'-/~05;;___ TCEQ File No.: sc~ 2875 

P .O. Box 13087 
Austin, TX 78711-3087 

John E. Scherer, Jr. 432-687- 4661 
Name of person preparing this request & phone No. (with area code) 

r Draco Energy , Inc. 
Company (operator's name as on RRC form W-1) 

P . 0. ljOX 11404 
Mailing Address 

1 
r~i al and, TX 79702 

1- - - - - - - - - - - - - - - - - --, 

I~ 
I~ 
I~ 

::J 

IO w 
I~ 

I~ 

RECEIVED 
DEC 7 2005 

BY: 

I 
I 
I 
I 
I 
I 
I 

I I 
City and State ZIP Code I _________________ _j 

ALWAYS INCLUDE A MAP SHOWING YOUR WELL SITE AND ALL SURROUNDING SURVEYS 

fQ!,Q •.• -- -

~ 
z 
z 
..... 
z 
~ 
Q. 

0::: 
0 
w 
ll. 

~ 

I COUNTY .. ~~- .-~ .. -~ - I c~t' 'R~ l.-o-;" 
0 • 

Su rvey Name 

Block No. 56 Township 2 Section or Survex No. 28 (or) Lot No. I 

AbstractNo. A- LEASEName Tr i nit~ State 28 ' Weii No. I 
Distances, in reet, and direc!fo9(hTeasured at right ang iE[ fror each of two in\ersecting f6~ction or 0 Survey l ine~ th 
(NOT LEASE LINES) feet from aS line and feet from OU line. 

Distance (in m iles) and d irection from a nearby town in this County (name the town) 3 mi 1 es east of Or I a 

THE ABOVE INFORMATION IN THIS BLOCK MUST BE COMPLETE AND CORRECT 
API# RRC Lease No. RRC D ist. No. 

GPS Coord .(longllat or X-Y state plane) Io3 5! ' ~5 . 257 11 VJ 31 48 ' 5~ . ~21" N NAD 27 

Elevation C::O U::> Total Depth 4UUU Geologic Fm. at T .D. oe I I l-drJYUI I 

Purpose of the Request : !J New Dnll 

Is this an amended request? o Yes 

o Log included of same or nearby well 
attached log. 

oRe-entry 0 Plug & Abandon o Other (spec1fy) -------------
~ No Previous File No. for this well: SC------ -------­

(The applicable type of well log that shows the aquifers.) Please provide a location map or API# for 

ALWAYS attach the electric log of any well that is to be reentered . 
Additional remarks: ______________________ _________________ _ 

.-----------------------------------------------------------------------------------------------------------

I : ..... 
•••• I ...... . I. 

~~....,_ ,. ., 

- . w ' 
• • 0:: \ •• w > • •r....J .. ~~ · • • • w o:::rn . ~~ .... ~~ • a .... 

Za:: 
oo cu.. 

To protect usable-quality ground water at this location, the T EXAS COMMISSION ON ENVIRONMENTAL QUALITY recommends: 

CO-REEVES , SUR-T&P,BLK-56 ,T-2,SEC-28,LSE-TRINITY STATE- 28-, #37/ 350 , RUSTLER,450 , 95 ... 

""'·"" '!IJt.e.~~-~_?.J.j,~g- _s.'t;&-=!!:9_,.~,;-gJD .J.h~.)and .surface.-to . a dep,th_ of . ~50 feet ~nd the . 
ROSTLER, which is estimated to occur from 450 to 950 feet must be protected. 

V~s, s-2 . 
----·~~:.-Osw::, P.G. December 1 , 2005 

Geologist, Surface Casing, T CEQ typed by TCEQ 
NOTE: Unless stated otherwise. this recommendation is intended to apply only to the subject well and not for area-wide use. Approval of the well-completion 
methods for protection of this ground water falls under the jurisdiction of the Railroad Commiss1on of Texas. This recommendation Is Intended for nonnal drilling, 
production, and plugging operations only. It does not apply to saltwater disposal operations Into a nonproductive zone (RRC Fonn W-14). 

TCEQ-0051 (Rev. 02-13-2003) 

·. 
, . 

,. 
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TEXAS 

January 24, 2007 

Ralph Lea, Jr. 
Tierra Exploration, Inc. 
PO Box 56. 
Midland, TX 79702 

Re: GLO Assignment 10 # 5804 

Dear Mr. Lea, 

J[~RAJL l ,A D OFJFKCE 

The General Land Office received the fol lowing instrument(s) and has filed 
them in the appropriate files. Please see attached "Exhibit A" for 
reference. 

Assignment of Oil and Gas Leases, executed October 61
h , 2006 

from Carmony Exploration , LLC to the assignees attached in the 
attached "Exhibit A-1". Vol. 748. P. 710 , Reeves Co. 

Filing fees of $0.00 were received in connection with the above lease. If you 
have any questions, please feel free to ca ll me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521 . 

Sincerely, 

~d~ 
Mineral Leasing 
Energy Resources 
512-463-6521 

Stephen F. Austin Building · 1700 orth Congress A,·enue · Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc.tx.us 



"Exhibit A-1" 

Assignees Working Net Revenue 
Interest Interest 

Carmony Resources, LLC 4.0000% .03000000 
1400 Athene Drive 
Lafayette, Colorado 80026- 1411 

James R. Smail, Inc. 10.8000% .08100000 
P.O. Box 1157 
Wooster, Ohio 44691 

Buckeye Oil Producing Co. 21.6000% . 16200000 
P.O. Box 129 
Wooster, Ohio 44691 

Oxford Oil Company 30.0000% .22500000 
P.O. Box 910 
Zanesville, Ohio 43702 

MB Oil & Gas, LLC 24.0000% .18000000 
612 S. Market Street 
Canton, Ohio 44702 

Draco Energy, Inc. 6.7200% .05040000 
P.O. Box 11404 
Midland, Texas 79702 

Jack Estes 1.9200% .01440000 
250 I Highland Dr. 
Lamesa, Texas 79331 

Steve Prewit .09600% .00720000 

P.O. Box 1983 
Midland, Texas 79702 



Exhibit "A " 
GLO ID County 

5804 Reeves MF105269 

Wednesday, January 24, 2007 
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Tierra Exploration, Inc. 

Mr. Drew Reid 
Texas General Land Office 
1700 North Congress Avenue 
Austin , Texas 78701-1495 

P.O. Box 56 
Midland, Texas 7970 2c_ 

Phone: 432-682-1005 

December 11, 2006 

RE: Assignment of Oil and Gas Leases dated 
October 2, 2006 covering SW/4, SW/4NE/4, 
W/2SE/4 Section 28, Township 2, Block 56, 
T&P Ry. Co. Survey, Reeves County, Texas 
containing 280 acres, more or less 
Relinquishment Act Lease No. MF-105269 

Dear Mr. Reid: 

Please find enclosecla Certified Copy of the ca ptioned Assignment from Carmony Exploration, 
LLC to James R. Small, Inc. et al as required by Paragraph 27(A) of these GLO leases. 

Thank you for your consideration in this matter. Please call should any questions arise. 

RUr./eds 
Enclosure 

Sincerely, 
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ASSIGNMENT OF OIL AND GAS LEASES 

STATE OF TEXAS § 
§ 

COUNTY OF REEVES § 

Reference is made to the Oil and Gas Leases described on Exhibit "A" attached hereto and 
made a part hereof, covering the lands described in said Exhibit "A" in Reeves County, Texas 

WHEREAS, said leases and all rights thereunder or incident thereto are now owned by C..rmony 
Exploration, LLC, whose Address is 1400 Athene Drive, Lafayette, Colorado 80026-14 11 

NOW, THEREFORE, for and in consideration of the swn ofTen Dollars ($10.00) cash and other 
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, 
Carmony Exploration. LLC does hereby grant, sell, assign ar•d convey unto the following Assignees 
the respective !:1terest indicated: 

Assignees 

Carmony Resources, LLC 
1400 Athene Drive 
Lafayette, Colorado 80026-1411 

James R. Smail, lnc. 
P.O. Box 1157 
Wooster, Ohio 44691 

Buckeye Oil Producing Co. 
P.O. Box 129 
Wooster, Ohio 44691 

Oxford Oil Company 
P.O. Box 910 
Zanesville, Ohio 43702 

MB Oil & Gas, LLC 
612 S. Market Street 
Canton, Ohio 44702 

Draco Energy, lnc. 
P.O. Box 11404 
Midland, Texas 79702 

Jack Estes 
250 I Highland Dr. 
Lamesa, Texas 79331 

Steve Prewit 
P.O. Box 1983 
Midland, Texas 79702 

Working 
Interest 

4.0000% 

10.8000% 

2 1.6000% 

30.0000% 

24.0000% 

6.7200% 

l.9200% 

.09600% 

Net Revenue 
Interest 

.03000000 

.08100000 

.1 6200000 

.22500000 

.18000000 

.05040000 

.01440000 

.00720000 

in and to said Oil and Gas Leases in Reeves County, Texas, together with a like interest in all 
personal property and leasehold equipment used or obtained in connection therewith. 

Assignor warrants and covenants with Assignees th~t he is th~ ~~er of the intere~ts hereby 
assigned and has neither disposed of nor encumbered same smce acqUisition thereof and Will warrant 

tJk S(p I 2 ~g0 .0 

T--Lf f1 ~ A- L'-' l/­
T~ ~xPc 

True and Correct 
copy of 

Onginal filed in 
Rseves County 

Cterks Office 

I. 
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and defend title thereto against the claims and demands of all persons claiming by, through, or under 

Assignor, but no further. 

2 
,. <J 

Dated this _ _ .... __ _ _ day of October, 2006. 

STATE OF COLORADO 

COUNTY OF DENVER 

§ 
§ 
§ 

Carmony Exploration, LLC 

The foregoing instrument as acknowledged before me on this ~ day of October, 2006 
by John R. Carmony, Manager of Carmony Exploration, LLC, a Colorado limited liability company 

on behalf of said company . 

2 

------------~~------------------~----------------------------~~~--~~~iC~ rect 
copy of 

Original flied in 
Reeves County 

C\erl<.s Office 
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LESSOR 

Bank of America, NA Trustee 
Under the Will of Roberta M. 
Regan, lndividual ly and as Agent 
for the State of Texas 

Gretchen C. Northrup Foundation 
c/o Trinity University, Individually 
and as Agent for the State of Texas 

Trinity University, lndividually 
and as Agent for the State of Texas 

Sunshine Cottage School 
for Deaf Children, lndividually 
and as Agent for the State of Texas 

EXHIBIT"A" 
Attached to and made a part of that certain Assignment of Oil and Gas Leases 
dated October _2__, 2006 by and between Carmony Exploration, LLC and 

James R. Smail, lnc., et al 

LESSEE 

Tierra Exploration, lnc. 

Tierra Exploration, Inc. 

Tierra Exploration, Inc. 

Tierra Exploration, Inc. 

DATED 

0411812005 

04/08/2005 

04/0812005 

04/25/2005 

RECORDED 

OPR Volume 703 
Page 709 

OPR Volume 703 
Page 721 

OPR Volume 703 
Page 734 

OPR volume 703 
Page 747 

r 
I 

I 
I 

!-t 9 
, ~8 ~ 
&: ~ ~ 

, _. ~tt: 
; ~e: 

\]; ~ ~~ 
-,_ :::> 

\~5 ~ Y2; ~ 
.;; c: ti 
~~?t 

ACREAGE ::: ;5z: 

~~~ 
=~~ SW/4, SW/4NFJ4, W/2SFJ4 Section 28, S!v.c 

Township 2, Block 56, T&P Ry. Co. SW"Vey, ~~· :r::z: 
Reeves County, Te"as i!ii 

i~!~ 
Same as above 

Same as above 

Same as above 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

.. 

. . . 
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DRACO ENERGY, INC. / 38992 

REFERENCf DATE RECVD WELL 
04-0 3- 2007 TRIAC 

COMMISSIONER OF THE 
DE ~ DE~A RE~~A S .00 

TOTAL 00.00 

01035658- 070356 68 

t <r\ 
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ASSIGNMENT OF OIL, GAS AND MINERAL LEASES 

ST ATE OF TEXAS 

COUNTY OF REEVES 

§ 
§ 
§ 

KNOW ALL MEN BY THESE PRESENTS: 

That, TIERRA EXPLORATION, INC., whose mailing address is P. 0 . Box 56, 
Midland, Texas 79702 (hereinafter called "Assignor"), for and in consideration of the 
sum of Ten Dollars ($10.00) cash and other good and valuable consideration paid by 
CARMONY EXPLORATION, LLC, whose address is 5600 S. Alexander Court, 
Greenwood Village, Colorado 80121-1726 (hereinafter called "Assignee"), the receipt 
and sufficiency of which are hereby acknowledged, does, subject to the tenns and 
provisions herein contained, hereby transfer, sell, assign and convey unto said Assignee, 
its successors and assigns, ALL of Assignor's right, title and interest in and to the Oil, 
Gas and Mineral Leases described on Exhibit "A" anached hereto, and by reference made 
a part hereof, and the lands covered by such leases insofar only as such lands are 

described in Exhibit " A": 

Executed on the 10th day of August, 2005. 

ST A TE OF TEXAS § 
§ 

COUNTY OF MIDLAND § 

N, INC. 

o ,ginal filed in 
F{E:ieves County 

i. 1erks Office 

<?- IO ..- O'? 

This instrument was acknowledged before me on the I Olh day of August, 2005 by 
Ralph Lea, Jr., President of Tierra Exploration, Inc., a Texas corporation, on behalf of 
said corporation. 

t:..•"'.!11. .. +, .. 

ti(~ t · LUNELLE ZEECK • . ~i Not.ry Public, State of Tuu 
~Ito, ,~f~ My Commission Expus 07·12·08 State of Texas 

........... 

•• ••• • •• • • • • • • • •• • • • • • ••• • • 
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LESSOR 
Bank of America, NA. Trustee 
Under the Will of Roberta M. 
Regan, Individually and as Agent 
for lhe Slate of Texas 

Gretchen C. Northrup Foundation 
c/o Trinity University, Individually 
and as Agent for the 
State of Texas 

Trinity University, Individually 
and as Agent for the 
State of Texas 

Sunshine Cottage School 
for Deaf Children, Individually 
and as Agent for the 
State of Texas 

Page 1 

EXHIBIT "A" 
Attached to and made a part of that certain Assignment of 011. Gas and Mineral 

Leases dated August 10, 2005, by and between nerra Exploration, Inc. and 
Carmony Exploration. LLC 

~ 
Tierra Exploration, Inc. 

Tierra Exploration, Inc. 

Tierra Exploration, Inc. 

Ticrra Exploration, Inc. 

.MIEQ 
04/18/2005 

04/08/2005 

04/08/2005 

04/25/2005 

RECORDED 
OPR Volume 703 
Page 709 

OPR Volume 703 
Page 721 

OPR Volume 703 
Page 734 

OPR Volume 703 
Page 747 

ACREAGE 
SW/4, SW/4NE/4, W/2SE/4 Section 28, Township 2, Block 56. 
T & P Ry. Co. Survey. Reeves County. Texas 

A- -22.l't \Olll,1 
'U35 3 A45EFIL.~ 

Same as above 

Same as above 

Same as above 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE STATE OF TEXAS 
COUNTY OF REEVES 

T~e aoo.e a1a fcy,ego~g s a •.,1 tn.e and co,rec, pno:og,ilDIJ,c coo,, o' ·~ 
ong,na· recoro no,·, •n my 1a,1~u, cus:oo-; a.,a possess,oo. as tne sallle..s 

eacecorgS:.Q ·1 'Ile IXJ~Oi,z cer;pras of m· o!'ce 10.'l(J -n VOL rfJE!_ 
PAG: 14~ . - .,RU DU t ICIAL PUBL.1.\, 
~ CORD 

,.. •• n:"6"*• herebycen,r,eaoo -11.-21-2005 ~~ -

{~fk?~ . _ 1, DIANNE 0 . FLOAEZ,C~CLEAK 
: ~V ' ,I/,~· REE COUNTY, TEX '-~-s.:.~ 
··~J.~_J$#~ BY ~~ DEPuiY ••• ••• • • • • • • •• • • • • 

f 

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



TEXAS G ENIERAL JLA OFFICE 
J ERRY PATTERSON, COMMISSIONER 

December 9, 2005 

Ralph Lea, Jr 
Tierra Exploration, Inc. 
PO Box 56 
Midland, TX 79702 

RE: Assignment filing; GLO ID 5290 

Dear Mr. Lea, 

The General Land Office received the following instrument(s) and has filed 
them in the appropriate files. Please see attached "Exhibit A" for 
reference. 

Assignment of Oil, Gas and Mineral Leases, executed August 
101

h, 2005, from Tierra Exploration, Inc., as Assignor, to Carmony 
Exploration, LLC, as Assignee. MF1 Q1167-: 

/II f 1c,5.:2&,q 
Filing fees of $0.00 were received in connection with the above lease. If you 
have any questions, please feel free to call me at (800) 998-4GLO, or at my 
direct number at (512) 463-6521 . 

Sincerely, 

B~~ 
Mineral Leasing 
Energy Resources 
512-463-6521 

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.scate.oc.us 



Exhibit "A" 
GLO ID County Lease 

5290 Reeves 

Friday, December 09, 2005 
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TIERRA EXPLORATION, l~(r,· : . 1~ r.. 
P. 0. Box 56 

Mr. Drew Reid 
Texas General Land Office 
1700 North Congress A venue 
Austin, Texas 78701-1495 

Midland, Texas 79702 OJ f ,... ~ J 

Phone: 432-682-1005 

November 30, 2005 

RE: SW/4, SW/4NE/4, W/2SE/4, Section 28, 
Township 2, Block 56, T&P Ry. Co. Survey, 
Reeves County, Texas 
containing 280 acres, more or less 

Dear Mr. Reid: 

I :- , ..... 

I ,:. '1-. '- .... 

In accordance with paragraph 27 A of the four General Land Office Oil and Gas Leases 
covering the captioned acreage, please find enclosed a Certified Copy of that certain 
Assignment of Oil , Gas and Mineral Leases from Tierra Exploration, Inc. of Midland, 
Texas to Cannony Exploration, LLC of Greenwood Village, Colorado dated August 10, 
2005. 

Thank you for all of your help and cooperation in this matter. Please advise of any 
additional documentation or information needed. 

RLJr./lz 

•• • 
•••••• • • • • • •• • ••• 

• • • • ••• • • 

Sincerely, 
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/,! o-c_/1;Clj.sC1 ll'U 

..;vow u0sS-r:;-
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, APR-05-2006 03 : 4 7 PM 

RECEIVED 
1tA1LaOAD COHIGSSlON 01-:----. .. APR O 6 2006 

OtJ and Gaa 01viaton 

st: · ¢-oc.. BY: 
i.=..:....::=============.J 

IN'I ND. • ~ JH::t-32391 1. AIIC~NA. 

8 
Oil Well Potentlal Teat. Completion or Recompletlon Report. and Log I. AAC1-No.. 

I, nlLD MMI C.. pa- MC i.otda QI Wlldc::8tl 12. 1.1'.A.U HAMS a. ·Wiii No. \~ l W11dcat Tr i n 1ty State 11 2811 l 
S. Ol"DIAroA'S NAM8 IIMct.ly M "- on Fwm P..&. Orpnbiltion l'q>onl I IIRC Opo-aw No. lO. ~ol-ONls 

Draco Energy, Inc. 227845 Reeves 
t . AOaUlJS 11. 1"11.llX* ~ 1U!zw LI 

P. O. Box 11404; Midland, TX 79702 
lnll~~ 

15,. If OpttM« hn chanec,d Within ...... eo .,.., - "-'ixw optt'IIOT 

0 ~ 
ea Laall.km IBt,ctJon. ~ -,ld ~ l I 6b. Dl,Mar,m and ~on to ~ i.iwn In tJlla coun')', 

D Sec 28. Bl k 56 Tw2 , T&PRR 3 mil es East of Orla i.:... 
11 If warllrNef or ..... ,iw (ormer fldd lwtt.h ~ rl • AU 10 or oll ~ no. OAS ID or Otl • 0 wgu. NO. 

D f'I SU> • RE:SltRVOIR Oll. t..EA.s£ • Oaa · O 
w.11 l'lla) rd o&ll:y ~ ~ te:q,,lam iii Rllmarllal 

I~ ~ ol dectrtc er ot~ k)C nin Ii. C-oc,petton oc ru:oocnp1ct tan <!All: 

GR-N-D 21.25/06 

SECTION 1: POTENTIAL TEST DATA I.MPORTANT: Test should be for U hout8 unleM othet"Mee 
IS. De~ <ir leat 

3 05 06 
19. PloductJon dunnc .. Oil · DDL6 

55 
cu - Mer Ou - 00 ~Uo 

4 i 
Ou - Mer Wat.er - B~ CMta,~ Otl • BBLS 

5 -Pk r PSI 

Yes D No 
:U OtJ frodua:d p rlor to I.alt (.New• IINonud wdla) 

2J0 

INBTRUC'TIONS: P'1lean ortgsnal and onec:opyoftht:complet!ld Form W·'J In the appropriate RRC DtatttetOffloe wtth1n 
SO days af~r completing a well and within 10 days after a potential teet. If an opcraoor doa not properly report the 
n:eultsofapotcnUal teet wtthln the lo-daypenod. theelfecUvcdateoftheall~aaalgned to thewdl wtll~d 
back more than 10 days before the W·2 waa receJY!:d In the District Office. (Statewide Rulc:s 16 an 
completJon or recomplc:tlon. fill Jn both &Ides of this form. To report ll ref.Mt. fill ln only the Cron~ Of . 

()Oti 

Oftll.4TOR'8 Ct:atmcATION 
I dtdmrewlda"penalue. pTC«t1ba1 La Sec. 91.1~. T--Ha1ural Rilowut Coo.., that I tJn authoru..d to l"IIUe !hi. rq>ort. that thl.8 rrpott w.a p~ 
by a,e or unda' my su~\On &n<I dJl'1d1an. and I.ha.I data Md facta .u.ced therein uc c.rue. a>~ Mlod compjc\e. lO I.he bcac o( a,y ~ 

John E. Scherer. Jr 
1)p,d "' prtntr,d - a1 opff9tor', rep,-nwm 

432-687-4661 . 3 I 20 I 06 

/ 



AP R -05 - 20 0 6 03 :4 8 P M P . 0 2 

~ll ... \ 
14, 'l'J'p9 al c O :: 71,wi: •• 1 "t •. , ' 36. Pllnnlt 16 Or\11., CATI l'aMn'NO. 

·., ,;., .. , ··~~-~ I:[[) ... I D JS D D 0 ~1-kor 11./29/05 610105 ·~ "UC l!lllick ' Othn' Pw,1.-, 
.: , i'1i " lft' :-i.iril 11 11. i; , • ,·1 Jwlli :!7 ... CM&NO. 

18. "°'* fl - - - - - ,. ...... lleill Ill .._ qi II stswi ·'· ' • • j . ' ~ ~~,r,1·= .. 'i~·;,'• >,jf , :,.:, '>·•·· . '"· , , ---~ .. . . PlatM?'r' NO. 
Draco" £n• !•, nc ,. 111 , , • .. • 

...... . •, • w,:':'•~ ~.,, 
Palme - I' I 1 1 :J I .... . t)'.f\~:f~l1. , ' , 

17. Hwnbcr fl ·- ait' d!W .... In aa. n,r. Nffllber el - IIAlt Mllw Olll!)C*II naMIT NO, 
Iha llctd 1-..rl ...... tlm ... .. .. lnthll ~ • PtJ11m .. ... ,,.-.-.~" ............ .. 

- . H 280 00- P'Diffl'MO. -· . .. .. 
9 . o.tlf PI\C ..... Daq 111111' I C 1wnoed ~ $(), 0..,- tD - .,.), I 

Wt,d(),ff - ~ t . . , - t ,. . . I ...,_~·~ . ·- .. ' , .. 
Optretjuca \ . : • I, \ , ' , I I ) , • I 1/20/06 NIA 

•! 

J ·.,. ·,1 ·· 1/10 06 I 
ti , LcmtSan-.... ~ID ...... IMM~ I 586 reet l"rom E.a s t l.Jl1e II.lid 1667 Jlwt f.toaa 

-< le.a Oft wtlWI tJ,te ...... ~ I 5ou tli une ot uv 'TH n Hy Sfa te 1121]" .. ' I '-
II. Dlwtioft (Of', DB. lll'1': Oil ttt..l 3:\. ""- diffJCtlOMI ~ 1"9ldo, 0,,- O y~· 

.. . 
[] 2805 GR u.it tndlnaUon 1rwm w- 12n ... .. - ' . .. .... . . 

~ . '!'ap cil ..., I ,s. Tetal ~ I 311. , • B. Dllpth I :!7.~~r '~.e,,~a-. </So ~ ~ I 12/ 1/05 ClcUTmmed lloy:11'\dd D l J olT.D.'W..ll. 1 DI.a(~ 
32231 'lAnn • .'.3750 1 1Rwnl I R&DrNd ~ (-.!) Int J utur 

8.. II wdl tffl.fflP't ~Ion? ,e, 11:,: ~ Ila< an ~ r ,,...,... CcmnpkUon,t ,nth .. we111 --s Oil ~ 40. i,...... I lloCary I Cable 

No 
. . w 0.. NIL OM ID Of' Oii.-<> WJtU. I • DfOM . , I , 'hole l '1"llOM 

•• 1 • · • (I J t: . , '"' 11 I • fUU) • Rll!!,&RYOIR OIL I...KA,!lt .. ClM-0 • • ,. ' ( ! .. , • i, l ...i .10-ro ! ,. 
l . lt&mr r,( Dr1llb,t Cnnlfteb' .ll • ,_ 

""t}-- -r- 42.: II 0 1 q 41,i, .Amdavlt - .~- ·- .. ·~ 
Patterscn/UTI [!],... D 1ia 

3. CAB1NO ncomD IJl8t,Oft A'1 ~ Sit lill lNUJ 

CAlllHO !RU WT "ftt'. r Dl7ffl arr 
WUL Tt9TAOlt 'n'PI: "~OUNT HOtZ~ rop~.~1 at..tnun' YOJ.,. 

., TOOL O&f'TH C P;Mg(T tMdcal CDtCff' 'j- 0,. ft. 

' ~ -:J /0 J t , U JU 1010 Cl "C " 12 l/4 11 Su r f:ir. e 1411 
5 1/2" 15.51 3800' 400 sx 1.'C 11 / nt .7 7 7 / 841 1n ?n 1 .i;?o 

' .. .. .. 
~ 

... ": ·: , : ~ 

:r-• : -:~ 
~ l\JBZNO Jlll::att> '6. PTaduc:I~ ln t.erwi (Uua • 1 "'petimi) 1..-..ir ~ rtf PNfllr.._ ar .,_ hole 

!liM Dlpdl_lllt JWtlef filn P'roal 3??7 '. To 1'A4 
2 3/A" 31n.d 3 1nA ,.,_, Tb . 

,_ TO 

l"rom . 'TII 

r. ;.an. SHOT . .PRACruRJt. ~ IIQUHD. li!Tt:. 

I. 

... 0 . • o " f I • 



OPERA TOR/WELLBORE 

Operator/Wellbore/PDQ Results 

Print 

WELLBORE STATUS 
LAST PERMIT ISSUED 

OPERATOR/WELLBORE 
API: 389-32391 

OPEN 
610105 

LAST PERMIT OPERATOR NUMBER 227845 
LAST PERMIT OPERATOR DRACO ENERGY, INC. 
LAST PERMIT LEASE NAME !TRINITY STATE "28" 
rTOTAL DEPTH 3800 
SURFACE LOCATION Land 
ABSTRACT 
SURVEY IT&P RR CO 
BLOCK 56 T2 
SECTION 28 
DISTANCE 1 1900 
DIRECTION 1 E 
DISTANCE 2 1667 
DIRECTION 2 s 

Oi l/ Gas Imaged Records for API: 389-32391 

COMPLETION INFORMATION 

PRORATION SCHEDULE OIL 
DISTRICT 08 
LEASE/ ID 37754 
OPERATOR NUMBER 227845 
OPERATOR DRACO ENERGY INC. 
LEASE NAME TRINITY STATE "28" 
FIELD SAND BEND DRAW (RAMSEY) 

WELL NUMBER 161 
iTYPE WELL PRODUCING 
ON SCHEDULE YES 

Production Data Ouery(PDO) Oil/Gas I maged Records for Lease/ID : 37754 

PLUGGING INFORMATION 

DATE PLUGGED 

PLUG DEPTH 
PLUGGING OPERATOR 
PLUGGED LEASE 

http://gis2. r-rc.state. tx. us/cgi-bi n/wel lattrs.cgi?apinum=3 8932391 

Page I of I 

5/ 1/20 14 
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r h1!!j111·,. Rcco1 I 
RECEiVED 

DtiitU: 'G: INFO RAILROAD COMMISSION OF TEXAS 
Qn., AND GAS DIVTSJON 

~~ 
~ ~" 

FORM W-l 
) Re\'. 12 92 (99) 

AUG 2 4 2006 \ 

AP! :S:o. if onilable) I. RRC District 

~l,:LRo,...J C0!·,·1MlSllOi'J 42.JR.9- 32418 A 
FILE IN DUPLILP" i~·TH DISTRICT OFFICE OF DISTRICT IN WHICH 

~- RRC Le, sc or ID ,; 
WELL IS LOCATED WITHIN THIRTY DAYS AFTER PLUGGING ~ wnber -37754 _.(. J. 

2. FIELD ~.\ME (as per RRC R1....:ords) 3. L~ase :>fame 5. v.·e11 :S:umber 
l,li l rl r ;> t Tnni1v Stotc "?A" ''2 

G. OPERATOR 6a. Original fonn W-1 's filed in nlm<: of: 10. <'ounty 
Or;iro FnPrav T nr nr;'\rn l='n<> r av . Inc Rec,·cs 

7 ADDRESS 6b. Any suMcqucnt W-1 's tiled in name of: 11. Date Drilling Pennit ls~ued 
P.n Rrw 11 llnll Midland . TX _c:;1nQ1?nni:; 

8 Locat ion of "ell, relative to nearest lease boundaries 1841 feet from F rl <; t line ond llf;7 foet from 12( Pconit-Nu~ 
oflcase on "lucb Ibis well is localed South linc ofLbcTr i n i tv State "28 r ' f;l AAi:;t; \ leos.: 

9a SECTI0:-1, BLOCK and SURVEY 9b. Distance ond direction from nearest 10"'11 in this county D~te Drillin' Commtnecd 
<:or ?_~Rl c:;f; T- ? T R.P RR 1 Mi l oc:: Fr1c:: t 11-f n,-,1 ,. 512.7 06- ' 16. :t~cll (oil, 7 ToulDcp!h If mull iplo complct,on lift a ll field n.unC3 ind o il lea~ or gu i<I no .•• Gu ID or Ori· C> Well Ji J -1. D 21c: DnJJine C~<1~d 
or . n,-,11 1llt;7 Oil Lease # Gas·G ~06 . -4 -( 

18. Ifga"s:"amr.-ofcond. on IS. D•te Well Pluegcd 
hand at time of olu11im1 6/05/06 

CEMENTING TO PLUG AND ABANDON DATA: PLUG #1 PLUG #2 PLUG #3 PLUG #4 PLUG #6 PLUG #8 PLUG tl7 
• 19. Cemcntina Date 6/412006 6i4/2006 6/4/2006 6/412006 .6/4.2006 " , 4 ·-/'/'.-
20. Size of Hole nr Pioc in which Plul! Placed linche1I -7 7/8" 7 718" 8 5, 8" 8 518" 8 5, 8" 
21. Denth to 13oltom ofTubinl! or Drill Pipe (ft) 3200' 1270' 1000' 500' 15 

•22. SackJ of Cement Used (each olul!) 60 60 . - - 35·-......._ 65 IS 
•23. S lurrv Volume Pumned (cu. IU 79.8 79.sl 46.S ' 86.S 19.9 
•24 Calculated loo of Plu11 Cft.l 2964' 103~' 864' 247' Swface 

2 , Mcosurcd Too of Plul! (if ui~acd) (ft.) ' 8SO' 

•2 6. S lurry Wt. #1Gal. 14.8 14.8 14.8 t!.8 14.8 
•;27. T~ Cement C :-:e• t CNea t C?2%CC <I Neat C+2%CC 

28. CASINO ANO TUBING RECOROES AFTER PLUGGING -· - 29 w .. ..;y oon-<lrillab}-,Zlcri,u (other than c..u1r41) kft tn llu.s well? O vcs ,. 
S IZE WT.# fFT. P UT IN WELL (ft. LEFT IN WELL Cft .1 Hoi.E SIZE fin .l 29a. If answer ti~c lS · yes· st.lie depth to 1opof•JW!k' lt!l 1n hole and bncfly 

578 32 1220 1220 12} .. ·, dcscnbc non-dnll\blc matcnal (we rC\ ersc: side of fonn Lf more 'lJ&ee IS needed. ) 

' ' ' ' ' 

\ ' , I 

3 0. LIST ALL O PEN HOLE AND/OR PERFO RATED INTERVALS ' '\. '\ 
FRO:-.! 1 ??f\ TO 1llt;7 FR~M I TO • Al;,, 
FROM TO FRO~ TU ·vv ;J ',) -
FR0:--.1 TO FROM ' ro, ._ J ({f//f; 
FRO:VI TO FROM TO , t :V ~-... 
FRO:'-,.f TU FROM TO ' ~ I I ... 

-··- -
.. ~.:::·"-\ U ( 1 !1 .,;.· ,, 

'->\.. <> , ~ 
I ha,c k.nowkds c that the ~emcnting opcntions, as reflected by the information found in this fonn. \\Cn: perfonned :i.1 ind \dri,d.by ~~h i~tion~{;•\ 

• O.:.ign~lcs · ms to be compktcd by Cc nting ComJ"'ny. Items not so designated shall be completed hy opentor. ' · ' · ";·j::,\ 
I I/ · · · · J\U1~ JODo,. ',.,' 

• ., - .J~ 

· C -t. .J.. ,,!--'. . {r...._ BJ Services • -.. -~ 
Representative Nb.Q(~~OOing cdjj,Jany 

RF.CO . ·· ·.'I 
<'ERTIFICATE: • ROS ( . : l ' 

I dee lore und~r pcn3l ties prescribed in Sc.:. 9 1. 1~3, Texas :-J,tur:il Resources Code, that I Jm authorized to make this' report, thJ t this n:porr"~ . 

pn,pored b ) me: or under my supcn i~ion and direction. and th'1t data and facts stated therein arc lure. ,;orrccl, and c;m1>lct~ to the bc~l of mi 

kno" ledpe I · . . 
l . ' 7 . . 

' ( ' I' 1 '- ... . . ,. t (,\.. . . ~ '.') 
TITLE Date 

PHONE 43~~ V-P 7/25/0F, 

SIGNATURE· REPRESENTATIVE OF RAILRd'Ab COMMISSION 

,.- I, , I . . . ·/ 
,. ( ·~ I / ,· { • ( ( t c / 

PLUG #8 

[[)No 

687-4661 
NUMBER 



3457 
O.p1h of Deal"' ' 

!,,!~I~·:~:""~"" ~B:::.'. 
450 950 

36. Ir Ko. Explam 

3-l. Tow! D.:pth 

f rt.h Wat« 

350 I 
37. :-:amc and add res, of c.:mentin11 compony who mixed and pumped ccmc"llt plugs m thi, "di Date RRC Di~rtict Omc.: not11i.:d ofpluggmg 

R.l SPrvfrpc; Orlpc;c;;i TX 6/04/ 06 
38. ·ames(s) and addrcss(es) ofsurfa.:c owners of".:11 sit.: 

Texas Pacific Land Trust 

1700 Pac ific Avenue 
Suite 1670 

Dal J as TX 75201 

39. Was notice given befor~ plul!l?inl! to th~ above? Ye S 

F ILL IN BELOW FOR DRY HOLES ONLY 

-10. For dry holes, this fonn ml151 be accompanied by either a driller's, electric, radioacthity, or acoustical sonic log or such log must he released to• commercial log scf\ice 

fiJ Log Attached O Log released to _______ ____________ ____ _ Date 

o 0n11ets O Electric 

41 . Date FORM P-8 (Socci1l C learance) liled: 

42. Amount of oil produced prior to plugging bbls• 

File FORM P-1 (Oil Production Report) for moth tlus oil was producotd 

R RC USE ONLY 

Nearest fi eld 

REMARKS 

[]) Radioact1v1ty O Acvustical Some 



File No MEMS:;U, 9 {jJ) 
tmll 'Reeqrth : J/~-35'9- 3:ll//7_ __ _ 

Date filed. tJ.3h!biJI'/ . 
krn r: Patterson. Commis~ioncr 



i 

/ , 
IAPINo. ~ 389 - 32 4 81 

O~Potentlal Test. Completion or Rerompletlon ~rt. and Log 

I. ftlU> NA1a I• por RRC lloa>nlo er~ 
Sand Bend Draw (Ramsey) 

I :2. Ll!ASE NAME 
Trinity State •29• / 

3. Of'ERATOR'll KAMr; IExxdy • - oo Pbrm 141. ~ llq,artJ I RRC oi,.r.tor ~ 
Draco Energy , Inc. 

,, 227845 

4. AOORISS 

P . O. Box 11404 Midland, TX 79702 

5. If~ - maoe,d within IMt 80 dllY-. nu,e former_.,.. 
, 

e.. LoaUJoo I~ 8loq{ and Su,,w) I 
Section 28, Blk 56 T2, T&P RR Co . 

I 8b. Diotancc &Dd dlredlon bl r-,,,.t tOWD In thla coun\y. 

3 miles East of Orla 

12. lf,,,,,_or,_,,.._lleldlwlthrd<nOlr) •pa IDorolJ l<ue no. I OAS !Dor 
00-0 I WELL NO. 

1!!U) • Rl!SERVOIR on. IZASI!; • OM ·O 

I 

FormW-2 
Reor. 4/ I /83 ..... 

1.a'lfPC/11o. 
8. 'lfPC1-llc. 

37754 7 
9 . WdlNo. 

3 / 

10, Count:tol-7 
Reeves 

11. ~ol!ll!J>C~ 

lnltloll'oClintlol x - D 

- D 
Wd reccml only D 
lecplaln In Rm>ltb) 

13. 'fypc ol decl7lc or oU>i:r leg run 14. CompleUon or nioomplrtlon O&b: 

12/ 29 / 07 GR -N- 0 DLL 
~ 
~ 
::(: SECTION I: POTEl'll'1AL TEST DATA IMPORTANf: Test should be for 24 houre unless othcrwiec spcc11\cd In field rules. 

6. Oalr ol IEIII 

1 / 05/ 08 
18. No. ol houn IC9led 

24 

00 · BBUI 

6.2 

00 • BBLS 

17. Pn>dUCIIOo mdhod ll'lowln&. OM Uft.Jctttnc, Pump!JIII­ 18. Cbolot me 
10/ 64 ° Slllc . '!)pc al pu:mpl 

0. - MCP' 

7 

Cu-MCI' 

64 

I 

Plo,.,ing 

Cu - 00~ 
1129 

CENTRAL Ri::::n,:~l)S 

FEB 28 223i> 

220 PSI 

I.NSTRUCTIONS: FUcanortglnalandoneoopyo!thccompletcdi'ormW-2 !nthc~q.l\~~om 
30 daya afttt completing a well and wtthln 10 days after a potential teat II an~~ bit~ rqxx~&G 
resultsofa polcntJal teetwtlhln the l<>-dayperl.od, thceffcctJvedatcoftheallowableaaalgncd to the well wtll not 
back more than 10 clays before the W-2 waa recct-1 In the Db1trtct Office. (Statewide Rulee 16 and~ 1 I To 
completion or rccomplction. fill !.n both &!dee of th.la fonn. To report a ret.cst. nu In only the front aide. 

WEIL~ C!:RTIP'ICATION 
I~ ul>Ckr peoalUeo p,aa1bed In Sec. 91.143. ,-~-..,..,.,. O>de. that I conducUd or ouperv!Kd thlo IEllt ~ ci.n&UOII cl (al DW:ffl' 
n:edlnp or fbl !ht IOp &nd bottom f1W11:1! -,t, tanlt Into wblcb pn,dueuon-.. run durtt111 tl>e tol 11\Jnher ccruty that tl>e pota,Ual lat data lhowD 

- • l o( ary ia-tod,tt. 

John E . Scherer, J r. 
'!)'pod or printed namo ot _,.tor'o rq>"*2ltaUw 

132-687-4661 

Telephone ,._ Coclc Humber mo. 

Draco Energy , Inc. 
Nome of Corapany 

l / 08 / 08 

/ 

I 



M ·-· · - ---- -

0 
~ 
~ 

~ 

0 -l/"l 
0 -'st' 
~ 

0 
N 

I 
0) 
N 
l/"l 

" 'st' 
I 

'st' 
0) 
0) 
~ 

I 
u 
~ 
.£2 
~ 
00 
s:: ·­--·c: 
Q 

SECTION U DAl'A OH WELL, CO~ AMI> LOO l)fot lleqlllred oc - ) . . . 
24. 1)1>c or Comp1et1on: ~ l'<nnll to Drill. Mn / l'DU,(TJ' NO/ 

NewWdl IBJ Oecpenlng D Pluge.d< D = D ~~~or 7/10/2007 641561 
Ruk 37 CASE HO. 

26. - or l.ntcnllon ID DrtD thi. Mil ...... lllcd ID Name or E:zceplJan 

Draco Energy,Inc . ~ WaJ.tr lajecUon l'MMrTHO. 

l'c'mJl 

27. I/u mber of produd,C wda on thlo lcaoc t.n , 28. Tolal number of ocra Salt Water D1~ PERMT1' l/0. 
th'" f\dd I,_,..,,,,, lndud1ng lh1a 1'd 1.0 lbia litaK 

Ptrmlt J 
2 280 Other I PERlolrT l'IO. 

29. Do.le PN« Ueck. Dcq,wlr,& I Commcna:,d I Compkl<d 130. Dt.ooanae to .,..,..,., wdl 
WoncOYCr o,-DrUllng I cit'...- , 8-19-0 Samc l.<M< _,.,,,,, 

()pcnUo,w I 08 / 0~/07 I i 1 ~0 1 ~ 1631' ~ I I ,.. ,.. ,, 
31. Loc:aUon olwdl. rclatl~ to,_,- 1a&ac boundarlca 1200 r P'oec Fn>m South"' Unc IIDd 1800 " P'oec from 

ol l<Me on wt>leh thw well i. 1ocatod 1w .. .. r: / U,ic ol tbc Tri.-.<~v State "28" I.cue 

32. Ele>oll<m (OP. ~ · C R. &TC.I I {QKB 
133. w .. dlr<C<Jonal ·= "'""" o<ha D v .. [!] Ho 29 01 ' GR 2~J/ than 1nc11na11on trorm W-1217 

<J-ll~-177 
34. Top ol Pay I 

3216' 
M.Tota10cp11, I .sa.P. aDcpth I 37.SutfaotCaaln&l O l0-3S.O 450-.~Jj' [] I ~ 

Ddarnlnod by. l'1d<I l co ol .R. r. [)(. o( Ld ta 
34 20' 3 266' ! Rulet , Railrood Oommlae1on is.,.._,, I De. of Letta 7 - 7_-.,_ n 7 

311. la wd mulUplc oompl,Uon? 39. If alUIUplc completion. llat all .-NOlr ....,_ (axn;,letlono In thi. well) IIDd OCl 1- 40. Lnl«-lo I Rooty I Cal>lc 
orC.. ID No. CASWor 0!1-0 WEU. Or1Jlcd I Toda I Tlxllo 

No nELD .. RESll:RV01R OCL !.£AS£ • ca,,-<; . "1: 10-TD I 
I I 

4 J. Nam< o1 DrtDlt,i ConlnCIO< 42. '" c.:mcnun, Allldavl, 
Attached? 

Uni t ed Dri lling !:] Ye& D No 

43. CASINO Rl!CORO ~ AU Stdna, Set Ill Well) 

o.30IG SIZE WT'f'P'T. DEPnl SET 
MULTISTMlE 'IYPE • AllOUNr 

HOLLSill 
'TOP OF SLURRY VOL 

TOO!. De:Plll CEMDIT <-bl Cl!MEHT v cu. n. / 
8 5/8" / 32# 1304 ' // 1025 sx C / . 121/ 4•/ Surface' 1742 

5 1/2• / , <; <;!! 'l 4 1 A• 
,, 

'lnn "" <' / 7 7/8" / 2160' '{, 390 / 

IK -·~ - I - I ~ I ~ I -~ I -
45. TU131NC RECORD 46. l'Toduclng lritawl (thlo c:omplctJonl lndlcatc dcplh DI perfonu!on °' opm hole 

SIJe Dcplh Set PIM:k.erSel From 3216' To 3219' 
2 3/8" 3101' l'rnm To 

l"rom To 

........ To 

4 7. >CJD. SHOT, PRAClVR£. C£Mmr SOIJEE2E.· E;TC. 

llq><b latcnlll 

48. P'ORl,IATION RECORD [UST DIWlliS OF PRINCIPAL crot.OOICAL MARKJ:RS Al'q>J"QRMATIOH TOPS) 

r ormatlon. Depth r ormauon, Oc9tb 
t1eu canyon 3174' 

Ramsey Sand 3216 ' 

AZMARKS~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

a:Ll ODn7 'l \ "O:P 
~~~~~~~~vv•-

/OJ.91h1 )..~3dO'flY" 
"';. 

I 



OPERA TOR/WELLBORE 

Operator/Well bore/PDQ Resu Its 

Pnnt 

WELLBORE STATUS 
LAST PERMIT ISSUED 

OPERATOR/WELLBORE 
API: 389-32481 

OPEN 
64 1561 

LAST PERMIT OPERATOR NUMBER 227845 
LAST PERMIT OPERATOR DRACO ENERGY, I NC. 
LAST PERMIT LEASE NAME !TRINITY STATE "28" 

!TOTAL DEPTH 3420 
SURFACE LOCATION Land 

ABSTRACT 
SURVEY 
BLOCK 

SECT ION 
DISTANCE 1 
DIRECTION 1 
DISTANCE 2 
DIRECTION 2 

Oil/Gas Imaged Records for API : 389-3248 1 

COMPLETION INFORMATION 

PRORATION SCHEDULE OIL 

DISTRICT 08 

LEASE / ID 37754 

OPERATOR NUMBER 227845 

OPERATOR DRACO ENERGY I NC. 

LEASE NAME !TRINITY STATE "28" 

FIELD SAND BEND DRAW (RAMSEY) 

WELL NUMBER 3 

TYPE WELL PRODUCING 

ON SCHEDULE YES 

Production Data Ouery(PDO) Oi l/Gas Imaged Records for Lease/ID: 37754 

PLUGGING INFORMATION 

DATE PLUGGED 
PLUG DEPTH 
PLUGGING OPERATOR 

PLUGGED LEASE 

h tlp://gis2. ,Tc.state. tx. us/cgi-bi n/wel lattrs.cgi ?api n um=3 893 248 1 

Page I of I 

5/2/2014 
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J 
RECEIVE 

ENTRAL REC 
/ Type or print only j 

~201u 

RAILROAD COMMISSION OF TEXAS 
0 11 and Gas Division Form W-2 

Rev. 4/ 1/ 83 
~ 

l.J IN. EXAS I API No. 42- 3 8 9 - 3 2 5 4 1 7 . RRC Dl1trtct No. 
8 

8. RRC Lc:uc No. Oil Well Potentl¥ t, Completion or Recompletion Report, and Log 
11 --~ 

I. flELD NAJ.1£ (u d RRC Records or
1
~ U 

Sand Ben Draw (Ram y) 
12. I.EJ\SE NAME 

Trinity 
9 Wdl No. 

State 11 28' ..; 

3. O PERATOR"S NAME (E:xBclly a., shown on F~rm P-15. Orgo.nlzaUon Rcportl 
Draco Energy, Inc . 

I RRC Operator No. 10. Coun ty of wdl site 

227845 Reeves 
4 ADDRESS 

P.O . Box 11404 Midland, TX 79702 
11 PurpoK or Ollng 

0 lnlUnl Potcnllnl 
5 If Operator hu changed within hut 60 days. name former operator 

D Retest 
6a. Loalllon (Secllon. Dlock. and S u~) I 6b. Distance o.nd dl=llon to nc:u-esl town In this coun ty 

D Sec. 28, Blk 56, T&P RR Co. 3 miles East from Orla 
Rcda.ss 

12. If worko"Cr or reclau. gt~,: former Ocld (wllh rcacrvolr) Ir gas ID or oil lease no. GAS ID o r 0 11 · 0 WEU.NO. 

D f1 EI..D II' RESERVOIR OIL. !.£ASE • Cas ·C 
Weil record only 
(explain In Rcmarksl 

13 1)'p<, o r clcctrtc or oth<r log run 14. Co mpletion o r rccomplellon date 
GR- N-D and DLL 2/9/10 

L 1;~1,/ o 

SECTION I: POT ENTIAL T EST DATA IMPORTANT: Test should be for 24 hours unless otherwise specified In field rules. 
15. Date o r teat , , a. No. or hour1 1estcd 117. Production method (Flawing. Gas U fL Jetung. Pumping- 118. Cho ke sue 

24 Slu &''JYpc ofpump) Flowing 10 / 64 11 

19. Production during 
IJ,> 

Oll · BBI..S Cu -MC F W11tcr UDI..S Cu · Oil Rau o Plowing Tubing Prcssun: 
26 Test Prriod 25 18 962 80 

20. Cnlculatcd 2-1 · O ll · BDI..S Cn11 - MCF Water - BBI..S Oil Oravtty-APl-60° Casing Prusu n: .... 26 25 18 39.6 0 Hour Rate 

21 Was 5"-ab used durtng th is teat? D ~ 
122. OU produced prtor to lest (New Ii' Reworked \\-clu) , 23. Injection Ca.,.--OU 

Yea No 1139 bbls R4llo 

REMARKS 

INSTRUCTIONS: File an original and one copy of the completed Form W-2 In the appropriate RRC Distric t Officewfthln 
30 days after completing a well and within 10 days after a potenUaJ test. If an operator docs not p roperly report the 
resul ts of a potential test v,rt thi n the 10-day period, the cffecUve date oflhe allowable assigned to the well will not extend 
back more than 1 O days before the W-2 was received In the Dis trict Office. (S tatewide Rules 16 and 5 1) To report a 
complctlon or recomplcUon. nu In both sides of th is form. To report a retes t, nu In only the front side. 

\\'EU. TESTER'S CERTTf1CATIOS 
I dcclan: undc pc ucs p reacrtbcd In Sec.01.143. T exa.s Na tural Resou rtt11 Codc. lh:it I conduc ted or s upervised this test by ob&c,vaUon of (a l meter 
rcadlngtor top and bottom gauges of each tank Into wh ich p roduction was run during the test. I run h er certify that lhc potential tcatdat:ish~wn 
abo\.-c 1, e. rrcct. and complete. to lhc best or my knowledge. 

Lon Estes Draco Energy, Inc. 
Name or Company RRC Rcpre:,cntatlve 

~ 
OPERATOR"S CERTIF1CATIO N 
I dcclan: undcrpcnaJUespn:scrtbcd In Scc. O 1.143. Tcxn.s Na tural Rcaourcca Code. th11 t I iun aulhor1u:d tomnkc 1hls report. that this report was prepared 
by me or unde r my supcrvtalon and dln:cllon. and that daUl and fact.a sta ted therein an: true. corTCCt. and complete. to the bc8t or my knov,,ledgc. 

John E. Scherer , Jr . 
Typed or printed name or operator's rep~ntaU\,: 

4 3 2-687 - 4 661 04 ; 12 ; 10 
Telepho ne: ~ Code Number Date: mo d ay 

' I I I 

PSI 

PSI 



SECTION 11 DATA ON WELL COMPLETION A.'iD LOO (Not Requln:d o n R.ct.eat) 

24. 1)pc of Completion, 2S. Pennlt to DrtU. DATE PERMIT NO. 

~ D D D Plug Back or 5/21/2008 661079 New WcU Deepening Plug Back Other Deepen 
Rule 37 CASE NO. 

26. Notice of lntenllon to Drill thla well wns flied In Nrunc of E:xocptlon 

Draco Energy, Inc. Water lnjccUon 

5/~/o?; 
PERMIT NO. 

Penni! 

27 Number of producing wells on this lease In 28. Total number of acrc3 Salt Waler Disposal ' 4~ ·(}5 ff Riii IT NO. I.his flcld (rc,crvolr) Including I.his well In lhl• lease Permit 360 , 
3 280 I I 

Other 7f ~OfPERMITNO. 
29 Date Plug Dael<. Deepening. I Commenced ( Completed 30. Dl•WICC to ncarcat well. 

WorkO.-cr or Drtlltng 

11/4/10 
I Same Lease II' Rcsen"OI r /~63 

Opcnittons 11/12/10 1231' 
i . I 

31. Location of well. relative lo nearest lcruie bounda11u I ~J6 F'cet F'rom i:;ast Linc and 467 F'cet from 
of lease on which thla wclJ la loaned I SoutFi Unc of the 'I'n.nEy SEaEe 112911 I Lease 

32. El~"llllon (OF'. RKB. RT. OR. £TC.) 33. Was directional suney made othCT D Yea ~ No 2811' than lncltnallon (l'onn W-121? 

34 Top of Pay 

I 
35. Tol.ll l)q>tlt 

I 
36. P. B. Depth 

I 
37. Surfaor: Culngl I 

O I DL of Letter 3217' 3,; '.)} I 3414' Dctennlntd b)-1 Fleld D I Recommendation of T.O.W.R. 
, Rules , Rn.Urond Commluton (Special) Qg I DL of Lcller 7/18/08 

38. ls well multiple complt'Uon? 39 If mulllple completion. llst all reservoir names (c:omplt'llons In this well) and OU Lease ~o. lntcn-aa I Rotary I c.blc 
or Oas 10 No. GAS ID or 011-0 WELL Drilled I Tools ( Toola 

No F'IELO I' RESERVOIR OIL LE.ASE" Oas--0 . by: I I 
I . 

4 1 :-~me of Drtlllng Contractor 42. 18 Cementing Affidavit 

Eagle Rock Attached? 

Drilling [R] Yes D No 

43 CASINO RECORD (Repon All Strings Set ln Well) 

WT " / F'T. OEPT11 SET 
MUl.TISTAOE TYPE a> AMOUNT 

HOLE SIZE 
TOPOP' SUIRRYVOL 

CASING SIZE 
TOOL OEP'rn CEMENT (sacks) CEMENT CU (L 

8 5/8" 24 1253' . .,":) .9-5 0- sks "C" 12 1/4" sfc 1644 
5 1/2 II 15.5 3450' - 1),4 5 sks "C" 7 7 I 8" 1150 ' 570 

I~ LINER RECORD 

Siu: TOP Bollom Sack.a Ceme nt 

45. iUBING RECORD 46 . Producing lntcrwl (I.his c:ompleuon) Indicate depth or per{oraUon or open hole 

Siu Oeplh Sci Packer Set F'rom 3216' To 3235r 
2 7/8" 3113' 3119' From To 

F'rom To 

F'rom To 

47. ACID. SIIOT. F'RACTURE. CEMENT SQUEEZE. £TC. 

Dcplh Interval Amount and KJnd of Ma terial Used 

Perforate 3216-3235 ' 

48 F'OR."1ATION RECORD (UST OEP'rnS OF PRJNCIPAL GEOLOGICAL MARKERS M "O FORMATION TOPS) 

F'onnauona Depth l'onnalloM Depth 

Deleware Lime Jl 14 Olds Sand 3250' 
Deleware Sand 3198' ' 

Ramsey Sand 3217 ' 

3d 



OPERA TOR/WELLBORE 

Operator/Wei lbore/PDQ Res u Its 

Pnnt 

WELLBORE STATUS 
LAST PERMIT ISSUED 

OPERATOR/WELLBORE 
API: 389-32541 

OPEN 
661079 

LAST PERMIT OPERATOR NUMBER 227845 
LAST PERMIT OPERATOR PRACO ENERGY INC. 
LAST PERMIT LEASE NAME TRINITY STATE "28" 
rTOTAL DEPTH 3450 
SURFACE LOCATION Land 
ABSTRACT 
SURVEY 
BLOCK 

SECTION 
DISTANCE 1 
DIRECTION 1 

DISTANCE 2 
DIRECTION 2 

Oil/Gas Imaged Reco rds for API: 389-3254 1 

COMPLETION INFORMATION 
PRORATION SCHEDULE Oll 
DISTRICT 08 
LEASE / ID 37754 
OPERATOR NUMBER 227845 
OPERATOR DRACO ENERGY INC. 
LEASE NAME TRINITY STATE "28" 
FIELD SAND BEND DRAW (RAMSEY) 
WELL NUMBER 4 
TYPE WELL PRODUCING 
ON SCHEDULE YES 

Production Data Ouery(PDO) 011/Gas Imaged Records for Lease/ID: 37754 

PLUGGING INFORMATION 
DATE PLUGGED 

PLUG DEPTH 
PLUGGING OPERATOR 
PLUGGED LEASE 

hup://gi 2.rrc.state.tx.us/cgi-bin/wellattrs.cgi?apinum=3893254 I 

Page I of I 

5/2/2014 



File No._A1Vt?.5" c26 9_ _ @ 
ufe// '&m/.s_;_tJ-317 - 3~5f/ I _ 

Jcrr: E Patt~rson. ( 0111111 i :.::.ioner 

n: aYo 



RAfLROAD COMMISSION OF TEXAS 
Oil and Gas Division 

CERTIFICATE OF COMPLIANCE 
AND TRANSPORTATION AUTHORITY P-4 

PO Box 12967 
Austin TX 78711-2967 
www.rrc.state.tx.us READ INSTRUCTIONS ON BACK 

5/02 
www-1 

l. Field name exactly as shown on proration schedule 2. Lease name as shown on proration schedule 

SAND BEND DRAW TRINITY STATE "28" 

3. Cum:nt operator name exactly as shown on P-5 Organization Report 4. Operator P-5 no. I 5. Oil Lse/Gas ID no. 6. County , 7. RRC district 
Draco Energy, Incorporated 227845 37754 REEVES 08 

8. Operator address including city, state, and zip code 9. Well no(s) (see instroction E) 

PODOX 11404 
Midland, Texas 79702 I 0. Classification I 11. Effective Date 

X Oil D Gas O Other (see Instruction A) 7/1/2011 

12. Purpose of Filing. rf°mpletc section a orb below.) (See in.slruclion.s Band G) 

a. Change of: O()erator X oil or condensate gaU1erer O gas gatherer D gas purchaser D gas purchaser system code 
D field name from: 

- OR 
D lease name from: 

b. New RRC Number for: 0 oil lease D gaswell 
D other well (specify) 

Due to: D new completion or recompletion O rec lass oil to gas O reclass gas to oil 
D consolidation, unitization, or subdivision (oil lease only) 

13.· Authorized GAS WELL GAS or CASINGHEAD GAS GaU1erer(s) and/or Purchasr.rfs). (See instruction GJ. 
. . 

... 
Name of GAS WELL GAS or CASINGHEAD GAS Purchaser's Percent of ... "' ~ ~ RRC Take .; 

u .s;; Gatherer(s) or Purchaser(s) As Indicated in Columns to the Left ~ E 
.s;; 2 Assigned ~ ~ .; :, (Allacli an additional sheet in same format if more space is needed) 
CJ 0.. Sv<rem rnd"' ,'? ~ 

O C:.f"rn,..-n . , ___ "'"" --
RRC OF TEXAS 

11 lt\l :-l f\ ?011 
- --~ 

~,~ ,.... 
v~~ 

AUSTIN TX 
l4. AutJ1orized OIL or CONDENSATE Gathcrer<s). /See instruction GJ. : RRC USE ONLY 

Name of OU.. or CONDENSATE Gatherer(s) - List Highest Volume Gatherer First Percent of 
(A11ach an additional sheet in same Jonna/ if more space is needed) Take -~u·, a;,~ 

PERMIAN CRUDE TRANSPORT. LP 100 App.roval date: . 

ts.. PREVIOUS OPERATOR CERTIFICATION FOR CHANGE OF OPERATOR P-4 FILlNG. Being the PREVIOUS OPERATOR, I certify that opera~ 
responsibility for the well(s) designated in this filing, localed on the subject lease has been transferred in its entirety to the above named Current Operator. I understand, a!! 

Previous Operator, that designation of the above named operator as Current Operator is not effi:ctive until this certificate is approved by the Commission. 

Name of Previous Operator Signature 

D Authorized Employee 0 Authorized agent of previous 

Name (print) or previous opemtor ope.mtor (see instruction G) 

Tille Date Phone with area code 

16. CURRENT OPERA TOR CERTIFICATION. By signing this certificate as the Current Operator, l certify that all statements on this form are true and correct and 
l "lmowledg< mpoM;bmcy ro, ili, .....,,w,y wmpliooro of m, " bjoo< <=, Wdod;,g pSggi,g of woll(s) ''"'"" I<>~, "lmowt,dg, ili~ I =•m• 
mpo,s;su;cy fu, ilio phy, ;"1 op•ratio~ w ,,rot, ood propo, pt,,g;,g of'"" w;~~~ Oro "know! gt ili , I will rem,m d<,;gn""1 u fuo 
Current Operator until a new certificate designating a new Current Operator is app;o ed by e mmissi . ~-

:,,,~L). £ e;;;;;;~h£J/&t; .;:Jl:, c__ 7"'17 ·A- b, 1 
Name(print ' ~ \j/ VY// JP VJ I 

U--< Jl/,.,/p l Authorized Employee O An orizcd agent of current 
Title 

~- ~ v n / o:;2;~~~/J O~;;~;;;:;;(P/ 
E-mail Address (optional) Date / / " Phone with area code 



ii•' No. ME/tJS.2.b'J 
'f- 'I Pr11ca kiiefJ¥ 

Date Fi led: 123,/.:?lk)I.I/ 
.lcrr: E. Patterson. Commissioner 



Drillingln fo One Page Production ummary 

Tag This 
Element 

Drillinglnfo One-Page Production Summary 

AP!# 42-389-32391 

Well# 

Lease 

Field 

Lease 
Operator 

County 

State 

Location 

Elevation 

Date Spud 

Date TD 

Logs Run 

Mo/Yr 

3/2013 

4/2013 

5/2013 

6/2013 

7/2013 

8/2013 

9/2013 

10/2013 

11/2013 

12/2013 

1/2014 

2/2014 

Totals 

Year 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

Totals 

TRINITY STATE 28 

SAND BEND DRAW (RAMSEY) 

DRACO ENERGY, INC. 
Well Op History 

Reeves 

Texas 

1900.0 E / 1667.0 S, T&P RR CO/CAMP, JC 
A-1308 Block:56T2S Section:28 

2805 GR 

First 
Prod. Production 

Oil 3/1/06 

Gas 3/1/06 

Most Recent Cumulative Gravity 
Production (MCF & BBL) (SG & AP! ) 

2/1/14 69,873 0.00 

2/1/14 145,733 0.00 

Most Recentlv Reported Monthly Production 12 Months 
Gas (MCF) Oil (BBL) Water =Wells =Wells Avg Gas 

Produced Sold Used Vented/Flared Other Produced Sold Other Closing (BW) Flowing Other (MCF/D) 

2,062 0 0 2,062 0 917 542 0 569 0 1 1 33.26 

2,013 0 0 2,013 0 895 1,127 0 337 0 1 1 33.55 

1,766 0 0 1,766 0 785 935 0 187 0 1 1 28.48 

1,788 0 0 1,788 0 795 757 0 225 0 1 1 29.80 

2,217 0 0 2,217 0 859 939 0 145 0 1 2 23.84 

2,292 0 0 2,292 0 888 759 0 274 0 1 2 24.65 

2,166 0 0 2,166 0 839 754 0 359 0 1 2 24.07 

2,328 0 0 2,328 0 902 955 0 306 0 1 2 25.03 

1,690 0 0 1,690 0 655 752 0 209 0 1 2 18.78 

1,924 0 0 1,924 0 746 770 0 185 0 1 2 20.69 

1,578 0 0 1,578 0 612 568 0 229 0 1 2 16.97 

2,080 0 0 2,080 0 807 553 0 483 0 1 2 24.76 

23,904 0 0 23,904 0 9,700 9,411 0 3,508 0 --- --- ---

Annual Production 
Gas 011 Water #Wells # Wells Avg Gas Avg 011 Avg Wtr 

(MCF) (BBL) (BW) Flowing Other (MCF/D) (BBL/D) (BW/D) 

12,425 8,701 --- 1 --- 40.87 28.62 0.00 

8,798 5,808 --- 1 --- 24.12 15.92 0.00 

13,309 S,575 --- 2 --- 18.24 7.64 0.00 

14, 196 6,387 --- 2 2 9.73 4.38 0.00 

23,259 11,766 --- 1 2 21.25 10.75 0.00 

23,130 10,070 --- 1 2 21.13 9.20 0.00 

22,404 9,950 --- 1 2 20.47 9.09 0.00 

24,554 10, 197 --- 1 2 22.44 9.32 0.00 

3,658 1,419 --- 1 2 20.05 7.78 0.00 

145, 733 69,873 --- --- --- --- --- ---

Page 1 of2 

! drillinginfo 

Gatherer 

PERMT 

REGEF 

Avg 011 Avg Wtr 
(BBL/D) (BW/D) 

14.79 0.00 

14.92 0.00 

12.66 0.00 

13.25 0.00 

9.24 0.00 

9.55 0.00 

9.32 0.00 

9.70 0.00 

7.28 0.00 

8.02 0.00 

6.58 0.00 

9.61 0.00 

--- ---

Annual Annual 
Dec. Gas Dec. Oil 

--- ---
29.2% 33.2% 

--- 4.0% 

--- ---
--- ---

0.6% 14.4% 

3.1% 1.2% 

--- ---
85.1% 86.1% 

--- ---

http://www.drillinginfo.com/well ummary.do?action=summary&lid= l 979 1 OO&hashcode=... 5/ 1/2014 
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Dri llinginfo One Page Production ummary 

~ 
Element 

APIII 

Well/I 

Lease 

Field 

Lease 
Operator 

County 

State 

Location 

Elevation 

Date Spud 

Date TD 

Logs Run 

Mo/Yr 

3/2013 

4/2013 

5/2013 

6/2013 

7/2013 

8/2013 

9/2013 

10/2013 

11/2013 

12/2013 

1/2014 

2/2014 

Totals 

Year 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

Totals 

Drill inglnfo One-Page Production Summary 

DRACO ENERGY, INC. 
Well Op History 

Reeves 

Texas 

1200.0 SI 1800.0 W, 

2811 KB 

GR·N·D,DLL, 

First 
Prod. Production 

011 3/ 1/06 

Gas 3/1/06 

Most Recent Cumulative Gravity 
Production (MCF & BBL) (SG & AP!) 

2/1/14 69,873 0.00 

2/1/ 14 145,733 0.00 

Most Recently Re ported Mon t hly Production ( 12 Months ) 
Gas (MCF) 011 (BBL) Water II Wells #Wells 

Produced Sold Used vented/Flared Other Produced Sold Other Closing (BW) Flowing Other 

2,062 0 0 2,062 0 917 542 0 569 0 1 1 

2,013 0 0 2,013 0 895 1,127 0 337 0 1 1 

1,766 0 0 1,766 0 785 935 0 187 0 1 l 

1,788 0 0 1,788 0 795 757 0 225 0 1 1 

2,217 0 0 2,217 0 859 939 0 145 0 1 2 

2,292 0 0 2,292 0 888 759 0 274 0 1 2 

2,166 0 0 2,166 0 839 754 0 359 0 l 2 

2,328 0 0 2,328 0 902 955 0 306 0 1 2 

1,690 0 0 1,690 0 655 752 0 209 0 l 2 

1,924 0 0 1,924 0 746 770 0 185 0 1 2 

1,578 0 0 1,578 0 612 568 0 229 0 1 2 

2,080 0 0 2,080 0 807 553 0 483 0 l 2 

23,904 0 0 23,904 0 9,700 9,411 0 3,508 0 --- ---

Annua l Production 

Avg Gas 
(MCF/D) 

33.26 

33.55 

28.48 

29.80 

23.84 

24.65 

24.07 

25.03 

18.78 

20.69 

16.97 

24.76 

---

Gas 011 Water #Wells #Wells Avg Gas Avg Oil Avg Wtr 
(MCF) 

12,425 

8,798 

13,309 

14,196 

23,259 

23,130 

22,404 

24,554 

3,658 

145,733 

(BBL) (BW) Flowing Other (MCF/D} (BBL)D) (BW/D} 

8,701 --- 1 --- 40 .87 28.62 

5,808 --- 1 --- 24.12 15.92 

5,575 --- 2 --- 18.24 7.64 

6,387 --- 2 2 9.73 4.38 

11,766 --- 1 2 21.25 10.75 

10,070 --- 1 2 21.13 9.20 

9,950 --- 1 2 20.47 9.09 

10,197 --- 1 2 22.44 9.32 

1,419 --- 1 2 20.05 7.78 

69,873 --- --- --- --- ---

products & features I events & tra ining I company I contact I about 

© 2014 Drilling Info, Inc. All rights reserved. All data and informat ion Is provided "As Is" 
and subJect to the 01 subscription agreement. 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

---

Page I of I 

! drillmginfo 

Gatherer 

PERMT 

REGEF 

Avg Oil Avg Wtr 
(BBLJD) (BW/D) 

14.79 0.00 

14.92 0.00 

12.66 0.00 

13.25 0.00 

9.24 0.00 

9.55 0.00 

9.32 0.00 

9.70 0.00 

7.28 0.00 

8.02 0.00 

6.58 0.00 

9.61 0.00 

--- ---

Annual Annual 
Dec. Gas Dec. Oil 

--- ---
29.2% 33.2% 

--- 4 .0% 

--- ---
--- ---

0.6% 14.4% 

3. 1% 1.2% 

--- ---
85.1% 86.1% 

--- ---

http://vvww.dri ll inginfo.com/well ummary.do?action=summary&lid= 19791 OO&hashcode= ... 5/1 /2014 
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Dri llingf nfo One Page Production Summary 

Tag This 
Element 

AP!# 

Well# 

Lease 

Field 

Lease 
Operator 

County 

State 

Location 

Elevation 

Date Spud 

Date TD 

Logs Run 

Mo/Yr 

3/2013 

4/2013 

5/2013 

6/2013 

7/2013 

8/2013 

9/2013 

10/2013 

11/2013 

12/2013 

1/2014 

2/2014 

Totals 

Year 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

Totals 

Drillinglnfo One-Page Production Summary 

4~-"389-32541 

4 

TRINITYSTATE 28 ' 

SAND BEND DRAW (RAMSEY) 

DRACO ENERGY, I NC. 
Well Op History 

Reeves 

Texas 

467.0 S / 2150.0 E, T&P RR CO/CAMP, JC 
A-1308 Block: 56T2S Section: 28 

2811 

GR-N-D,AND,DLL, 

First 
Prod. Production 

Oil 3/1/06 

Gas 3/1/06 

Most Recent Cumulative Gravity 
Production (MCF & BBL) (SG & AP!) 

2/ 1/14 69,873 0.00 

2/1/14 145,733 0.00 

Most Recently Reported Monthlv Production 12 Months 
Gas (MCF) Oil (BBL) Water #Wells #Wells Avg Gas 

Produced Sold Used Vented/Flared Other Produced Sold Other Clos Ing (BW) Fl owing Other (MCF/D) 

2,062 0 0 2,062 0 917 542 0 569 0 1 1 33.26 

2,013 0 0 2,013 0 895 1,127 0 337 0 1 1 33.55 

1,766 0 0 1,766 0 785 935 0 187 0 1 1 28.48 

1, 788 0 0 1,788 0 795 757 0 225 0 1 1 29.80 

2,217 0 0 2,217 0 859 939 0 145 0 1 2 23.84 

2,292 0 0 2,292 0 888 759 0 274 0 1 2 24.65 

2,166 0 0 2,166 0 839 754 0 359 0 1 2 24.07 

2,328 0 0 2,328 0 902 955 0 306 0 1 2 25.03 

1,690 0 0 1,690 0 655 752 0 209 0 1 2 18.78 

1,924 0 0 1,924 0 746 770 0 185 0 1 2 20.69 

1,578 0 0 1,578 0 612 568 0 229 0 1 2 16.97 

2,080 0 0 2,080 0 807 553 0 483 0 1 2 24.76 

23,904 0 0 23,904 0 9,700 9,411 0 3,508 0 --- --- ---

Annual Production 
Gas Oil Water #Wells #Wells Avg Gas Avg Oil Avg Wtr 

(MCF) (BBL) (BW) Flowing Other (MCF/D) (BBL/D) (BW/D) 

12,425 8,701 --- 1 --- 40.87 28.62 0.00 

8,798 5,808 --- 1 --- 24.12 15.92 0.00 

13,309 5,575 --- 2 --- 18.24 7.64 0.00 

14, 196 6,387 --- 2 2 9.73 4.38 0.00 

23,259 11,766 --- 1 2 21.25 10.75 0.00 

23,130 10,070 --- 1 2 21.13 9.20 0.00 

22,404 9,950 --- 1 2 20.47 9.09 0.00 

24,554 10,197 --- 1 2 22.44 9.32 0.00 

3,658 1,419 --- 1 2 20.05 7.78 0.00 

145,733 69,873 --- --- --- --- --- ---

Page I of2 

B drillingmfo 

Gatherer 

PER MT 

REGEF 

Avg Oil Avg Wtr 
(BBL/DJ (BW/D) 

14.79 0.00 

14.92 0.00 

12.66 0.00 

13.25 0.00 

9.24 0.00 

9.55 0.00 

9.32 0.00 

9.70 0.00 

7.28 0.00 

8.02 0.00 

6.58 0.00 

9.61 0.00 

--- ---

Annual Annual 
Dec. Gas Dec. Oil 

--- ---

29.2% 33.2% 

--- 4.0% 

--- ---
--- ---

0.6% 14.4% 

3.1% 1.2% 

--- ---
85.1% 86.1% 

--- ---

http://www.dril linginfo.com/wellSummary.do?action=summary&lid= 19791 OO&hashcode=... 5/1/2014 
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U.S. Postal ServicerM 
CERTIFIED MAIL™ RECEIPT 
(Domestic Mall Only; No Insurance Coverage Provided) 
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Postage $ 
1--------1 

Certified Fee 
.-=! 
Cl Return Receipt Fee 
Cl (Endorsement Required) 
Cl Restr1cled Delivery Fee 1---------i 

Cl (Endorsement Required) 1---------i 

LI') 

rl 
rl 

Total Postage & Fees !!: 

rl 
tTo 

rl $ireet, Api. NG 
~ or PO Box No. 

City. State, Z/1 

:,, 

JOHN E SHERER JR 
PRESIDENT 
DRACO ENERGY INC 
PO BOX 11404 
MIDLAND TEXAS 79702 

Postmark 
Here 



Certified Mail Provides: 
• A mailing receipt 
• A unique Identifier for your mallpiece 
• A record of delivery kept by the Postal Service for two years 

Important Reminders: 
• Certified Mail may ONLY be combined with First-Class Mails or Priority MaiiQJ,. 
• Certified Mali is not available for any class of international mail. 
• NO INSURANCE COVERAGE IS PROVIDED with Certified Mall. For 

valuables, please consider Insured or Registered Mall. 
• For an additional.fee, a Return Receipt may be requested to provide proof of 

de!!very. To obtain Return Receipt service, please complete and attach a Return 
Receipt (PS Form 3811) to the article and add applicable postage to cover the 
fee. Endorse mail piece 'Return Receipt Requested'. To receive a fee waiver for 
a duplicate return receipt, a USPS.a postmark on your Certified Mail receipt is 
required. 

• For an additional fee, delivery may be restricted to the addressee or 
addressee's authorized agent. Advise the clerk or mark the mallpiece with the 
endorsement 'RestrictedIJellvery•. · 

• If a postmark on the Certified Mall receipt Is desired, please present the arti· 
cleat the post office for postmarking. If a postmark on the Certified Mall 
receipt is not needed, detach and affix label with postage and mall. 

IMPORTANT: Save this receipt and present II when making an Inquiry. 
PS Fomi 3800, August 2006 (RBVBrsB) PSN 7530-02-000-9047 



ENDER: COMPLETE THIS SECTION 

• Complete items 1, 2, and 3. Also complete 
item 4 if Restricted Delivery Is desired. 

• Print your name and address on the reverse 
so that we can return the card to you. 

• Attach this card to the back of the mailpiece, 
or on the front if space permits. 

1. Article Addressed to: 

JOHN E SHERER JR 

PRESIDENT 

DRACO ENERGY INC 
PO BOX 11404 

MIDLAND TEXAS 79702 

COMPLETE THIS SECTION ON DELIVERY 

D. Is deflv91Y address different from item 1 ? 
If YES, enter delivery address below: 

II t/O lf 
3. Service Type 
ff Certified Mail 
O Registered 
O Insured Mall 

O Express Mall 
O Return Receipt for Merchandise 
OC.O.D. 

4. Restricted Delivery? (Extra Fee) O Yes 

2. Article Number 
• (Transfer from service label) 

7011 1150 0001 2416 4073 

PS F9rm 3811 . f~~~ · 2pp4 102595-!)2·M· 1540 



UNITED STATES POSTAL SERVICE First-Class Mail 
Postage & Fees Paid 
USPS 
Permit No. G-10 

• Sender: Please print your name, address, and ZIP+4 in this box• 

03111 

MF / ()$;;;1, 9 ll- D 
LINDA PRICE . 845-E 
TEXAS GENERAL LAND OFFICE 
PO BOX 12873 

AUSTIN TX 78711 -2873 



May 2, 20 14 

John E. cherer, Jr. 
President 
Draco Energy, Inc. 
P 0. Box I 1404 
Midland, Texas 79702 

JERRY P,\TTER O:'\, COJ\Ii\11 !ONER 

(Via CMRRR #: 70111150 000124164073) 

RE: ta tc Lea e MFt 05269A-D 4 RAL Leases. described on Page 3 
280 gross acres 

Dear Mr. herer: 

W/4, W/4 E/4. W/2 E/4, Section 28. T-2. Block 56, 
T&P Ry. Co. Survey, Reeves County, Texas 

Trinity tate ··28·' # 16 I (APT#: 42-389-3239 1) 
Trinity tate ·'28" #3 (AP! #: 42-389-3248 1) 
Tri nity late ··28" #4 (A Pl #: 42-389-3254 1) 

Paragraph I 6(A) and (B) of the s ubject leases provides that two years after the expiration o f the primary 
term s, the lease terminate as to a ll lands o ut ide of the proration units and a ll depths be low 100' below 
the total depth drilled. Our review indicates that the retained acreage provisions of the leases 
became effective on various dates in April 20 I 0. 

Paragraph J 6(A) provides for the termination of the lea ed premises except for forty acres 
sun-ounding each oi l well producing in paying quantities and I 6(8 ) provides for the termination 
of all depths below I 00' below the tota l depth drill ed in each well retained in Paragraph I 6(A). 

According to the completion reports filed with the RRC for each of the we lls li sted above, Draco 
may retain the following: 

I. Trinity tate "28' # I 6 I (APl#: 42-389-3239 I ) - completed as an oi l well with a total 
depth of 3,800". Draco Energy may retain the W/4 E/4 from the surface down to 
3,900' . 

2. Trinity tale ·'28'" #3 (API #: 42-389-3248 1) - completed as an oil well with a total depth 
of 3,420' - Draco Energy may retain the E/4 W /4 from the surface down to 3,520'. 

3. Trinity tate ·'28" #4 (AP! #: 42-389-3254 1) - completed as an oi l v el l with a total depth 
o f 3.450' . Draco Energy may retain the SW/4 SE/4 from the surface down to 3.540'. 

",tcphcn F. \usun Building · 1700 '\ orth Congrl'" hcnuc • \ u,rin, Tcx.i,, 78701 - 1495 

l'ost Ot!icc Box I 2S71 • \usnn, Tex.is 18711 2873 

512--t<> ViOOl • 800-998--IG 1.0 

\\Ww.glo. sr.1rc. r,. us 



John E. cherer, Jr. 
Draco Energy, Inc. 
MF l05269 
May2, 1014 
Page 2 

Pursuant to the TAC, an original or certified copy of a Partial Release of late Oil and Gas Lease 
of all lease lands outs ide of the proration units and all depths below I 00' below the tota l depth 
drilled. along with the fi ling ree of $25 per lease, must be filed with our office and sent to my 
attention. 

Please be specific in the description of the land and depths bei ng retained or excepted from the 
parti al release. List the depths in actual reet and the land in actual number of acres, as well as the 
section number, block, township, survey name, abstract, county. etc., where they are located. 
Descri be each well by well name, number and APT number. Rererence each lease by its tale 
lease Mineral Fi le number and the name of the agent acting on behalf of the tale or Texas. List 
the recordi ng information of the original lease by vo lume and page or fi le number and county 
recorded. 

If you disagree with this assessment, you have 30 days from the receipt of this letter in which to 
present evidence and convince the General Land Office that all of the acreage outside of the 
proration units and all depths below l 00 ' below the total depth dri lled have not terminated. If 
such evidence has not been presented by the expiration or the JO-day period, the lease. insofar as 
it covers all of the acreage outside of the proration units and all depths below I 00' below the 
tota l depth drilled. shall be endorsed "terminated''. 

If you have any questions, please contact me. 

~;e 
Linda Price, RL 
Energy Resources, Mineral Leasing 
512-463-5 1 18 
512-475- 1543 (fax) 
linda.price@glo.texas.gov 



John E. cherer, Jr. 
Draco Energy, Inc. 
MF105269 
May 2, 10 14 
Page 3 

tale Lease o. 
MF105269A 

MF105269B 

MF 105269C 

MF 105269D 

Agent fo r tate of TX Lease Date 
Bank of America, A, 04/18/2005 
Trustee U WO Roberta M. Regan 

Gretchen C. orthrup 04/08/2005 
Foundation c/o Trinity University 

Trinity U ni versity 

Sunshine Cottage chool 
For Deaf Children 

04/08/2005 

04/25/2005 

Rec. Volume/Page 
703/709 

703/72 l 

703/734 

703/747 
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MEMORANDUM 
TE XAS GENERAL LAND OFFICE • GEORGE P. B US H • COMMISSIONER 

Date: October 29 2015 

To: tate Lease os. MFl05269; MF! 15669; MF! 15668; MF! 16549; MF! 16837; 
MF! 16838; MF! 16839; MF! 15920; and MFIOl 167 

From: Dustin Brian Oslick 

ubj ect: Mapping Issues in Alamo 

hort Answer: Alamo is unable to reflect the proper depth interval cross-hatching in the Alamo 
GT system when: I) a tract of land is owned by multiple undivided interest owners; 2) one of 
those undivided interest owners includes addi tional tracts they may own in their State Lease; and 
3) one of the tracts is an "Allow Al l Depths" tract, and the other tract is a ·' pecified Depths" 
tract. In such scenario, both red and blue cross-hatching will be reOected in Alamo GI . 

Long Answer: The above referenced mineral files were originally nagged by Jesse Arellano due 
to the fact that the cross-hatching reOected conflicting depth in terva ls. A review of the mineral 
files indicated the fol lowing: 

A. MFI 05269 originally covered the W/4 W/4 E/4, W/2 E/4 of ection 28, Block 56. 
Township 2, T &P Ry. Co. Survey, Reeves County, Texas. A Termination Letter was sent by 
this office on May 2, 20 14 which indicated the following: 

I. The Tri nity tate "28" #3 Wel l (API #42-389-32481 ) was completed to a total depth of 
3,420' subsurface and further indicated that Draco Energy may reta in the E/4 W/4 from 
the surface down to 3.520' subsurface. This depth interval is supported by the Well 
Records. ew tale Leases MF! 15668, MFll5669 and MFIOl 167, in so far as said 
State Leases cover the SE/4 W/4, cover a ll the deep rights lying below 3.518' subsurface. 

o correction in Alamo was made due to the small amount of vertical footage at issue. 

2. The Trinity tale "28" #4 (API o. 42-389-32541) was completed to a total depth of 
3,450' subsurface and further indicated that Draco Energy may retain the W/4 E/4 
down to 3,540' subsurface. New tate Leases MFI 15668, MF I 15669 and MF IO 1167, in 
so far as said tale Leases cover the W/4 E/4, cover all the deep rights lying below 
3,550' subsurface. Well Records confi rm total depth drilled was 3,450' subsurface. lt 
appears the depth on the Termination Letter was incorrectly calculated and should have 
been 3,550' subsurface, being I 00' below the deepest wel l drilled. This has been 
corrected in Alamo. 

3. The Trinity tate "28" # 161 (AP! o. 42-389-32391 ) wa completed to a total depth of 
3.800' subsurface and further indicated that Draco Energy may retain the W4/ E4 down 
to 3,900' sub urface. ew Late Leases MF! 15668, MF ! 15669 and MF10167, in so far 



as said tate Leases cover the W4/SE4, cover all the deep rights lying below 3,900' 
subsurface. There were no depth issues with thi s tract. 

B. MF IO 1167 originall y covered the E/4 E/4 and E/4 E/4 of ecti on 28, Block 56, 
Tow nship 2, T&P Ry. Co. urvey, Reeves County Texas. A Terminati on Letter was sent by 
thi s office on May 2, 20 14 which ind icated the fo llowing: 

I . The orthrup "A" Estate # I (A PI o. 42-389-3 1897) was completed to a total depth of 
3.394' subsurface and further indicated Kimlar Energy may retain the E/4 E/4 down to 
3,494' subsurface. ew tate Leases MF 11 5668 and MF 11 5669 covering the E/4 E/4 
cover all the deep rights lying below 3,494' subsurface. There were no depth issues with 
th is tract. 

2. The orth rup "A" Estate # I (A Pl o. 42-389-3 1698) was completed to a total depth of 
4.800 ' subsurface and further indicated Kimlar Energy may reta in the E/4 E/4 down to 
4,900 ' subsurface. ew State Leases MF ! 15668 and MF! 15669 cove ring the E/4 E/4 
cover all the deep ri ghts lying below 4,900 ' subsurface. The re were no depth issues with 
thi s tract. 

Based on the above review, the depths for MF I 05269 and for MF IO I 167 were updated in Alamo 
to reOect the specified depth intervals outline above. These tracts appear to now be reflected 
co1Tectly in Alamo GIS. Additiona lly, MF! 0 11 67 A was updated in Alamo to reflect the correct 
the following: lease date; control number; base fil e: and legal description. 

Furthermore. a review of the above captioned mineral fil es also indicated the fo llowing: 

C. MFl 16837 covers all depths in so far as it covers ection 34, Block 56, Townshi p 2 South
1
, 

T&P Ry. Co. urvey Reeves County, Texas. 

D. MF 11 6838 covers all depths in so far as it covers the W/4, N/2 E/4. and the E/4 E/4 of 
ecti on 28, Block 56, Township 2 South', T&P Ry. Co. urvey, Reeves County, Texas. 

E. MF I 16839 covers al I depths in so far as it covers cction 32, Block 56, Township 2 South' , 
T&P Ry. Co. urvey, Reeves County, Texas. 

F. MF 11 5920 covers all depths in so far as it covers 240 acres out to the /2 of ection 32, 
Block 56, Township 2, T&P Ry. Co. urvey, Reeves County, Texas. 

G. MF! 16549 covers both all depth tracts and the fo llowing specified depths in ecti on 28, 
Block 56. Township 2 South1

, T&P Ry. Co. urvey, Reeves County, Texas, to wit: 

I Township 2 South appears to be erroneous based on a review of the Texas G LO Land Grant earch. The legal 
description should only read ·'Township 2." 



I. W/2 W/4 and the E/4 W/4 as to all depths; 

2. E/4 W/4- all depths below 3,518' subsurface; 

3. W/4SE/4- all depths below 3.900' subsurface; 

4. W/4SE/4- all depths below 3,550. subsurface; 

1. ote: The correct depth interval was used on the Lea e. ee ection ( I) (b) 
hereinabove. 

5. E/4 E/4- all depths below 3 .494' subsurface; 

6. E/4 E/4- depths below 4,900 ' subsurface; and 

7. W/4 E/4 as to all depth . 

11. MF ! 15668 and MFl 15669 cover the fo llowing specified depths in ection 28. ection and 
all depths in ection 32 and ection 34, Block 56. Township 2. T&P Ry. Co. urvey. Reeves 
County, Texas. to wit: 

I. cction 34 A VE A D EXCEPT the E/4 E/4- as to all depths; 

2. cction 32- as to al l depths; 

3. W/4; /2 E/4; E/4 E/4 o r ection 28- as to al l depths; 

4. W/2 W/4 and the E/4 W/4 or ection 28- as to al l depth ; 

5. E/4 W/4 or ection 28- all depths below 3,5 18' subsurface; 

6. W/4 E/4 or ection 28- all depths below 3,900' subsurface: 

7. W/4 E/4- all depths below 3.550. subsurface; 

1. ote: The correct depth interval was used on the Lease. See ection (I) (b) 
hereinabove. 

8. E/4 E/4- al l depths below 3,494 · subsurface; 

9. E/4 E/4- depths below 4.900' subsurface; and 

I 0. W/4 E/4 as to all depths. 

A review of the Alamo GI system with Jesse Arellano indicated that the system ana lyzes 
the depth interval specified in Alamo and then rcnects the mineral file in Alamo GI a either: I) 
cross-hatched in blue. indicating a the tract is an "Allow All Depth ·· tract: or 2) cross-hatched in 
red, indicating the tract is a " pecified Depths" tract. When a mineral file is cross-hatched in 
both red and blue, there is a discrepancy in the depth intervals. Generally. this is corrected by 
updating the depth in terval or the older mineral file after the deep rights have terminated. 

I Iowever, correcting connicting cross-hatch ing in Alamo GI is not is not possible when: I) 
a tract or land is owned by multiple undivided interest owners; 2) one or those undivided interest 
owners includes additional tracts they mayo, n in their tate Lea e; and 3) one of the tracts i 



an ' Allow All Depths" tract, and the other tract is a "Specified Depths" tract, then, in this 
situation, Alamo is unable to reflect the proper depth interval cross-hatching in Alamo GI due 
to system limitations. To further illustrate using MFl 16839 and MFI 15669 outlined 
hereinabove: I) MF 116839 covers all depths in Section 32 from one undivided interest owner; 
and 2) MFl 15669 also covers all depths in ection 32 from a different undiv ided mineral interest 
owner; however, MF 115669 also covers" peei fi ed Depth'' tracts in Section 28 which are owned 
by the same undivided interest owner. As such, Alamo GlS reflects ect ion 32 as both "Allow 
All Depths," due to MFI 16839, being the cross-hatches in blue, and also as "Specified Depths," 
due to MFl 15669, being the cross-hatches in red. Due to the limitations of the Alamo depth 
fie ld, said tracts are not able to be corrected. 
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SUN - - DOFF-Owner 
DIVISION ORDER CONTRACT 

Mr\D51...LoC\ 

Pr operty No. 154792000000 

TO: Sunoco Partners Marketing & Terminals LP. 07/30/2020 
PO Box 4933 
Houston, TX 77210-4933 

Effective 7 a m MAY 01, 2020 

The undersigned, severa ll y and not jointly, certifies it is the owner of the interest set out b elow of all the oil (defined herei n to inc lude 

condensate), produced from t he propert y described as: 

Operator: 

Property Name: 

County: 

Legal Description: 

•••• • • •••• 
•• • • • • • • • 
• .. ., . 
• •••• •• I • • • • 

• 
• •• • • • • •• 

GRACE PETROLEUM OPERATING LLC 
TRINITY STATE 28 (37754) 
REEVES State: 

TAX I.D./SOC. SEC. NO. OWNER NO. PAYEE 

0000000026 COMM OF THE GEN LAND OFFICE 
ID 1 23 3102655 4 
STATE OF TX LAND OFFICE BLDG 
AUSTIN TX 78701 

TX 

DIVISION OF INTEREST 

.1250000000 RI 

THIS CONTRACT DOES NOT AMEND ANY LEASE OR OPERATING AGREEMENT BETWEEN THE INTEREST OWNERS AND THE LESSEE OR OPERATOR. 

The fo l lowing previsions appl y to all interest owner s (" owvr. e r " ) who execute thi s cuntract: 

DELEGATION: The owner warrants and re present s that i t has delegated to the Lessee or Operator full authority to sell and deliver, and to 

Sunoco Partners Marketing & Terminals L.P.(" Sunoco Mktg. " ) or its agent the right to receive, on such terms and cond itions as t he Lessee or 

Operator or his designee may determine, all oil produced from the described property and a ll ocable to the interest of the owner as set forth 

herein. For the purpose of t hi s provision, " Lessee" m eans the Lessee of the l ease under which interest is owned, its successors or ass igns 

and " Operator " means the operator of the descri b ed property, at the time the oi I is so ld. 

PAYMENT: From the effective date, payment is to b e m ade monthly by Sunoco Mktg. b ased on this Divi si on of Interest for oil run during 

the preceeding calendar month from the property listed above, l ess taxes required by l aw to be deducted and paid by Sunoco M ktg. as purc haser . 

Payments of less than $100.00 /month may be accrued before disbursement until the total amount equa l s $ 100.00 or more. Amounts greater t han 

$10.00 will be released at l east annually . 

Th e owner agrees to indemnify and hold Suno co Mktg. harm l ess from a ll li ability resulting from payment s mad e to the owner in accordance 

with such division of interest, inc lud ing but not limited to atto rney's fees or judgements in connection with any suit affec ting the owners 

interest to which Sunoco Mktg. is m ade a Party, including right of set off. 

FJA 

DISPUTE/WITHHOLDING OF FUNDS: If a suit is filed affecti ng the interest of t he owner, written notice sha ll be given to Sunoco Mktg. by t he 
owner together with a copy of the complaint or petit ion filed. 

In the event of a clai m or dispute affecting t he divi s ion of interest and/or fund s credited herei n, Sunoco Mktg. is authorized to withhold payments 

accruing to such interest, without interest unless otherwise required by applicab l e statute, until the claim or dispute is sett l ed. 

CANCELLATION/REVOCATION: Cancellation or revocation of this contract shall be effective on the fi rs t day of that month commencing 

thirty (30) days after receipt of written notice of s uch cancellation or revocation to Sunoco Mktg. 

NOTICES: The owner agrees to notify Sunoco Mktg. in w riting of any change in t he divi sion of interest, i nc luding change s of interest 

contingent on paym ent of money or expi ration of ti m e. 

No change of interest sha ll be binding upo n Sunoco Mktg . until the r ecorded copy of t he i nstrument of change, or documents satisfactori l y 

evidencing such change, are furnish ed to Sunoco M ktg. at the time t he change occurs. 

Any change of interest sha ll b e m ad e eff ective on the first day of the month following receipt of such notice by Sunoco Mktg. 

Al I correspondence regarding t h is contract sh a l I b e furnished to t he addresses I isted above unl ess otherwis e advised b y either party . 

Witnesses: Signature of Interest Owner: Social Security / Tax I.D. No. 

Phone Number Email 

Failure to furnish your Social Security/Tax I.D. Number will result in withholding tax in accordance with federal law, and 
any tax withheld will not be refunded by payor. 



" 

August 5, 2021 

Alice J. Holland 
Division Order Manager 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BUSH, COMMISSIONER 

Sunoco Partners Marketing & Terminal L.P. 
PO Box 4933 
Houston, TX 77210-4933 

Re: State Lease No. MFl 05269 Trinity State 28 

Dear Mrs. Holland: 

The Texas General Land Office (GLO) has received your Division Order for the referenced unit. 
This Division Order has been filed in the appropriate mineral file. 

The payment of royalties attributable to state-owned mineral and royalty interests is set by 
contract and applicable statutes and rules. The execution of division orders may, in some cases, 
affect the manner in which such payments are made or calculated. Therefore, Title 31 , §9 .32, of 
the Texas Administrative Code specifies that GLO staff cannot execute a division order or bind 
the state to any terms contained within it. 

Subject to applicable state law and the state's right to take its production in-kind, the GLO 
acquiesces to the sale of oil and gas in accordance with the terms and conditions set out in the oil 
and gas leases. If you have questions concerning this matter, please feel free to e-mail me at the 
address below my signature. 

We look forward to being put on pay status as soon as you are able to set up the wells in our 
RRAC system. 

Thank you, 

Vivian Zamora 
Landman, Energy Resources 
512-475-0428 
512-475-1404 (fax) 
vivian.zamora@glo.texas.gov 

1700 North Congress A venue, Austin, Texas 78701-1495 
P.O. Box 12873, Austin, Texas 78711-2873 

512-463-500 I glo .texas.gov 
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