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

t'I{JIItA ·A Aug 01 2005 20 . 00 A:e'1l:Po'El 
B Feb 06 2006 2 . 00 ,lltE;~;t~t~ ®,j -c Apr 03 200 6 18 . 00 1\C~IIJB 

~~ 

V' EXPIRED 
DATE 'ZJ -Go-Zoo9 

A~ tao LEASING 
Rentals :v VV (,1' MAPS _::.::~:J~~~:~ 

Lease # IS--... ~~--­
Admin : 

Mineral 
Maps: 

STATE LEASE 

CONTROL 

07-108845 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT : 
PART 
ACRES 
DEPTH LIMITS 

LESSEE 
LEASE DATE 
PRIMARY TERM 
BONUS ($) 
RENTAL ($) 
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PPC ENERGY, L .P. 
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0.00 
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RAL REVIEW SHEET 

Trli183Ctil1 # 4854 R. Widmayer 

l.9sslr: LaSELL, William Edward, aka Bill LaSELL 

Gldlljst 

LBas8 Data: 8/1/2005 

LBSS88: PPC Energy, L.P. 

IIAIE IIII:IIJITIN 

CIU1ty 
REEVES ~ 

JIRMIIffERED 

Prinary T 11'111: 

BofiJs/ AlrB: 

Roo tal AcrB: 

Royalty: 

PIN# --
13 years 

$1oo.oo 1 

s1 .oo 1 

11/5 

CDMPARIMI 

Mf# LOSSIII 

II 
I 
I 

Acres: 40 

Baso Fm No Part Soc. 1110 Twp SUrvoy 
142475 NE/4NW/ '-i 12 57 02S T & PRY CO 

TEBMI RECMIDID 
..--

Prlnary Torm 13 years ~ 

lknls/AirO 
,.....-

$100.00 

Roota/ AlrD C_ $1~ 

Roy arty l1 t5 

I II I 
-·I II l [ 

II II I 
, I - I[ l [ -, ... 

C01111111ts: !Paid up lease. Depth restricted to the base of the Brushy Canyon Formation. 

Wednesday, September 07, 2005 

u~ o 

Abst# 
4786 

Lastloaso 
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. -REI.JNQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 07-Sep-05 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: PPC Energy, L.P. 

Prim. Term: 3 years Bonus/Acre 

Royalty: 1/5 RentaVAcre 

Consideration 

County: 

$100.00 

$1.00 

Recommended: ? AG 
Not Recommended: 

Date: .9 , 7 · o..s-

----

REEVES 

Comments: Paid up lease. Depth restricted to the base of the Brushy Canyon Formation. 

/Lease Form 

Recommended: _ _,_(?_~=--:...· _ 

Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: e,-~ 

Not Recommended: ----

Bill Warnick, General Counsel 

Recommended: bjLW 
Not Recommended: ----

L 

Approved: - ----<--LT--

Not Approved: ___ _ 

sswner 

Date: Jo{ulb£ 

Date: 

Date: {0 !trior: 
I ( ( 

Date: to/ wlur 

( ( 

Date: - - - ---



" . 

Transztill # 5191 

Lossor: Lowe Royalty Partners, LP 

LBSS80: PPC Energy, L.P. 

lfAIE lllalFllll 

C0111ty 
REEVES 

TIRMJ IFFDlED 

Prila'y T 11'111: 

Blnls/ A12'B: 

Rootltl Acra: 

Royalty: 

CIMPARIIIJ 

PIN# --
2 years ~ 

$300.00 

I $300.00 

1/4 

MF# LBSS88 

COIIIlBltS: 2nd year rental is $300.00. 

Aoorovlll: ~~ 4-· Z..8 ·Dw 

Friday, April 28, 2006 

HAL REVIEW SHm 

Baso Am No Pll't 
142475 E/2 of N 

GIWjat: 

lBas8 Data: 

AlrOS: 

R. Widmayer 

4/3/2006 

40 

Soc. llo Twp SUrvey 
12 57 02S T & P RY CO 

TIRMJ RECirAHID 

Prinii'Y T 81'111 2 years ~ 

Blnls/ Acru L $300.00 

Rllltltl Acru I $300.00 

Roymty 1/4 

Date 

u~ o 

Abst# 
4786 

Lasti.Bas8 
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FILE// 3364 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY 
REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT 
BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR SOCIAL SECURITY 
NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 
Gener.al Land Offiee 
Relinquishment Act Le•se Form 
Revised, September 1997 

%Tustin, mexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into this _1_~_ day or _ _ :;,A,ug..,u,.s"-t ---~· 2005 • between the Stale ollexas, acting 

by and through Its agent, WILLIAM EDWARD LaS ELL. a/k/a BILL LaS ELL. INDIVIDUALLY AND AS PERSONAL REPRESENTATIVE OF THE 

ESTATE OF JEAN HAM ILTON LaSELL. DECEASED 

of 9374 Ralntree Drive. Columbus. Indiana 42701 

(Grve Permanent Address) 

said agent herein referred lo as the owner of lhe soil (whether one or more), and ...!:.P!:.PCl<..!iE~N::E!!R~G.!.Y~L:.·!:.P . ._ _ ___ _________ _ 

of 440 Louisiana. Suite 430, Houston. Texas 77002 hereinafter called Lessee 

(Give Permanent Address) 

1. GRANTING CLAUSE. For and In consideration of rhe amounts staled below and of the covenants and agreements 10 be paid, kepi and 
performed by Lessee under this lease. the Slale of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, lor 
the sole and only purpose of prospecling and drilling for and producing oil and gas, laying pipe lines. building tanks, storing oil and building power 
stalions, lelephone lines and other structures thereon, to produce, save. take care of. treat and transport said products of the lease, the fol lowing lands 
situated In Reeves County, State of Texas, to-wit. 

BLOCK 57. TOWNSHIP 2. T&P RR CO. SURVEY 

Section 12: NE/4NW/4 

containing _.:,4,.,o.,oo.._ ___ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: ONE THOUSAND AND N0/100 

Oollars (S 1.000.00 ) 

To the owner of the soot: ONE THOUSAND AND N0/100 

Dollars (S 1.000.00 ) 

Total bonus consideration: TWO THOUSAND AND N0/100 

Oollars (S _ __,2,.o ... o,o.,o"'o------' 

The total bonus consideration paid represents a bonus of -..:O.:.:n"'e'-'H"'u""n"'d::.:ro""d'-'a"'n""d..:.N:,ol:..1..,0"'0---- - ---------- -----

- -------------- Ooltars ($ 100.00 ) per acre, on -~2"'0"'-.0J<.O _ __ net acres 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 
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2. TERM. Subject to the other provisions In this lease. this lease shall be for a term of three (3l years from 
this date (herein called "primary term") and as long thereafter as oil and gas. or either of them. Is produced In paying quan~ties from saod land As used 
in this lease. the term "produced in paying quanbties" means that the receopts 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. 

3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one (1) year from thos date. thos lease shall terrnonate. 

unless on or before such anniversary date Lessee shall pay or tender to the owner or the soil or to his credit in the --- - - -------­

~~----~~~~~--~---~-.-- Bank. at_~-~--~-.---~~-.-~~~~----~~~--~-~~ 
or Its successors (which shall continue as the depository regardless or changes In the ownership of said land), the amount specified below; In addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the pnvUege of deferring the commencement of 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: REFER TO EXHIBIT " A" ATTACHED HERETO 

Collars ($·----------' 

To the State or Texas:-------------------------------­

Dollars ($·----------' 

TotaiOelayRen~·------------------------------­
Ooilars ($·----- -----' 

In a like manner and upon Joke payments or tenders annually, the commencement or a well may be further deferred for successove penods of one (1) 
year each dunng the pnmary term. All payments or tenders of rental to the owner of tne sool may be made by check or soght draft of Lessee, or any 
assignee or this lease. and may be delivered on or before the rental payong dale. If the bank desognaled 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 un~l thirty (30) days after the owner of the sool shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of ool and/or gas, Lessee agrees to pay or cause to be paod one-half (112) of the royalty 
provoded for in this lease to the Commissioner of the General Land Office or the State or Texas, at Auston, Texas, and one-half (112) or such royalty to the 
owner of the soil: 

(A) OIL Royalty payable on oil, which is defined as lncludong 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 herelnaller provided, 
shall be 1/5 pan of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office. such value to be determined by 1) the highest posted price, plus premium, If any, offered or paid lor oil, condensate, disullate, or other llquod 
hydrocarbons. respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run. or 3) the gross proceeds of the sale thereof, whochever Is the greater. Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed In a plant, It woll be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived. In writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (includong flared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on saod land (except as provided herein with respeC1 to gas processed In a plant for 
the extraction of gasoione, liquid hydrocarbons or other products) shall be 1/5 pan of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest marilet pnce paid or offered lor 
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer. whichever os the greater: 
provoded that the maximum pressure base In measunng the gas under this lease shall not at any time exceed 14.65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of tesung being used by the industry at the ume of tesbng. 

(C) PROCESSED GAS. Royalty on any gas processed on a gasohne plant or other plant for the recovery of gasolone or otner hQu•d 
hydrocarbons shall be 1/5 pan or the residue gas and the loquod hydrocarbons extracted or the marilet value thereof, at the option of the owner 
or the sool or the Commossooner or the General Land Office. All royalues due herein shall be based on one hundred percent (100%) or the total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%), or that percent accruing to Lessee. whichever is the 
greater. of the total plant production of liquid hydrocarbons allnbutable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or Its parent, subsidiary or affillale) owns an Interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third pany processing gas through such plant under a processing 
agreement nego~ated at arm's length (or If there Is no such third party, the highest percent then being specified In processing agreements or contracts in 
the Industry), whichever Is the greater. The respecllve royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest marilet 
price paid or offered lor any gas (or liQuid hydrocarbons) or comparable quality In the general area. or 2) the gross price paod or offered for such residue 
gas (or the weighted average gross selling price lor the respective grades of liquid hydrocarbons). whichever is the greater. In no event, however. shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 115 part of 
lhe gross production of such products, or lhe market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office. 
such market value to be determined as follows: 1) on the basis of the highest marilet price of each product lor the same month In which such product is 
produced, or 2) on the basis or the average gross sale pnce of each product for the same month In which such products are produced: whichever is the 
greater. 

2 
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True and Correct 
copy of 

Original filed in 
Reeves County 

C\erl<s Of1ice 
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5. MINIMUM ROYALTY. During any year after the explralion of the primary term of this lease. If this lease is maintained by production. the 
royallles paid under this tease In no event shall be less than an amount equal to the total annual delay rental herein provided: otherwise. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount o f royalties paid during the preceding year. If Paragraph 3 of this lease does not speofy a delay rental amount. then for the purposes of th1s 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other proVISion In this lease, at any bme or from IJme to bone, the owner of the soil or the 
Commissioner of the General Land Office may, at the oplion of either, upon not tess than sixty (60) days notice to the holder of the tease, reqwe that the 
payment of any royalties accruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General 
land Office's right to take Its royalty In kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights 
or lessee's obligations, whether express or Implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accru1ng under this lease (Including those paid In kind) shall be Without deduebon for 
the cost of produdng, gathering, storing, separating, treating, dehydrating, compressing, processing, transporong, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. lessee agrees to compute and pay royalties on the gross value received, indud1ng any reimbursements 
for severance taxes and produclion related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's propor11onate share of any fuel 
used to process gas produced hereunder In any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent ol 
the owner of the soil and the Commissioner of the General land Office, lessee may recyde gas for gas lift purposes on the leased premises or for 
Injection Into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed: 
no royalties shall be payable on the recyded gas until it Is produced and sold or used by l essee in a manner which entitles the royally owners to a 
royally under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. Nl royall1es not taken 1n kind shall be pa1d to the Commlss1oner of the General land Office at 
Austin, Texas, in the follOWing manner: 

Payment of royalty on production of oil and gas shall be as provided In the rules set forth In the Texas Register. Rules currently provide lhat royalty on oil 
is due and must be received in the General Land OffiCe on or before the 5th day of the second month succeeding the month of produclion, and royalty 
on gas is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and d1sposilion ol all oil and gas produced and the mar1<et value of the oil and gas, together With a copy of all documents, 
records or repor1s confirming the gross produclion. disposllion and mar1<et value including gas meter readings, pipeline re<:eipts, gas hne receipts and 
other checks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas hnes or gas storage, and any other reporls or records 
which the General Land Office may require to verify the gross produclion, dlsposilion and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land OffiCe lease number the amount of royalty be1ng paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penally of 10% of the royalty due or $25 00 whichever Is greater. In add1tion 
to 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. 
Affidavits and supporting llocuments which are not filed when due shall Incur a penalty in an amount set by the General land Office administrative rule 
which Is effective on the date when the affidavits or supporting documents were due. The lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penally shall In no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply In 
cases of title dispute as to the State's portion of the royalty or to that portion or the royalty in dispute as to fair mar1<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall annually furnish the Commissioner of the General l and Office 
with its best possible estimate of oil and gas reserves undeMying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all conbracts under which gas is sold or processed and all subsequent agreements and amendments to such conbracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held In confidence by the General l and Office unless otherwise authorized by lessee. All other conbracts and records pertaining to the production, 
branspor1ation. sale and markebng of the oil and gas produced on said premises, Including the books and accounts, receipts and discharges of all wells, 
tanks. POOls. meters. and 01oehnes shall at all t•mes be subject to 1nsoecbon and examinabon by the CommisSIOIIer of the General Land Office. the 
Anomey General. the Governor. or the representabve or any of them. 

(B) PERMITS, DRILLING RECORDS. Wntten notice or all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date. wor1<over, riH!fltty, temporary abandonment or plug and abandonment or any wen or 
wells. Such written notice to the General Land Office shall Include copies of Ra1lroad Commission forms for appllcabon to dnll. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General l and Office at the time they are filed with the Texas Railroad Commission. Nl 
applications, permits, reports or other filings that reference this tease or any spedftc well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shalllndude the word ·state· in the bUe. Add,tionalty, In accordance With Railroad Commission 
rules, any signage on the leased premises for the purpose of ldenbfy~ng wells, tank batteries or other assodated ImprovementS to the land must also 
inClude the word ·state.· lessee shall supply the General land Office with any records. memoranda, accounts, reporls, cuttings and cores. or other 
information relative to the operation of the above-described premises, which may be requested by the General Land OffiCe, In addllion to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivlly survey made on the bore-hole section, from the base of the surface casing to 
the tOial depth of well, or all wells drilled on the above described premises and shall transmit a true copy of the tog of each survey on each well to the 
General land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reporls, documents or other materials are not filed In the General Land Office when 
due. The penalty for late filing shall be set by the General land Office administrative rule which is effective on the date when the materials were due In 
the General land Office. 
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11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the pomary term hereof and pnot to disCOvery and 
production of oil or gas on said land. Lessee should dnll a dry hole or holes thereon. or it dunng the primary term hereof and alter the d1scovery and 
actual production or oil or gas from the leased premiSes such production thereof should cease from any cause. this lease shan not terminate of on or 
before the expiration or sixty (60) days !rom date or completion of said dry hole or cessation of production Lessee commences additional dulling or 
reworl<ing operations thereon. or pays or tenders the next annual delay rental in the same manner as provided in this lease. II. dunng the last year of the 
primary term or within sixty (60) days prior thereto. a dry hole be completed and abandoned. or the production of oil or gas should cease for any cause. 
Lessee's rights shall remain In full force and effect without further operations un~l the expiration of the pnmary lerm; and If Lessee has not resumed 
production In paying quantities at the expiration of the primary term. Lessee may maintain this lease by conducting addibonal drolling or reworking 
operations pursuant to Paragraph 13. using the expiration of the primary term as the date of cessation or production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-In oil or gas well with in the primary term hereof. Lessee may 
resume payment of lhe annual rental in the same manner as provided herein on or before the rental paying date following tho expiration of sixty (60) 
days from the date of completion of such shut-In oil or gas well and upon the fa ilure to make such payment. this lease shall ipso facto terminate. 11 at the 
expiration of the primary term or any time thereafter a shut-In oi l or gas well is located on the leased premises. payments may be made In accordance 
with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term. neither ell nor gas Is being 
produced on said land , but Lessee is then engaged in drilling or rework ing operations thereon. this lease shall remain In force so long as operations on 
said well or lor drilling or reworking of any additional wells are prosecuted In good faith and In workmanlike manner without Interruptions tota~ng more 
than sixty (60) days during any one such operation. and if they result In the production of oil and/or gas. so long thereafter as oil and/or gas Is produced 
in paying quantities from said land. or payment of shut-in ool or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. II. after the explra~on of the pumary term. production of al or gas from the leased 
premises. after once obtained. should cease !rom any cause, thiS lease shall not terminate if Lessee commences addiiJOOal dnlhng or rework1ng 
operaoons Wlthon SIXty (60) days after such cessation. and thos lease shall remain on full force and effect for so long as such opera~O<IS con~nue 1n good 
faoth and on workmanlike manner without onterruptions totalong more than socty (60) days. If such dnllong or reworking operaoons result on the producoon 
of ool or gas, the lease shall remain in full force and effect for so long as al or gas Is produced from the leased premises 1n payong quanooes or payment 
of shut-on oot or gas well royalties or payment or compensatory royalties is made as provided herein or as provided by law. If the dnUong or rework1ng 
operations result in the completion of a well as a dry hole, the lease will not terminate it the Lessee commences addotional drolllng or reworking 
operations within sixty (60) days after the completion of tho well as a dry hole. and this lease shall remain In effect so long as Lessee continues dnlllng or 
reworking operations in good faith and in a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall gove wntten no~ce 
to the General Land Office within thirty (30) days of any cessation of producoon. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If. at any time alter the expiration of the primary term of a lease that, until being shut ln. 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 oil or gas is not being 
produced lor lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease. but not less than $1 .200 a year for each well capable ol producing oil or gas In paying quaniiUe.s. If 
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 
($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 or gas from the leased premises, or (3) 60 days alter Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever dale Is latest Such payment shall be made one-half (1 /2) to the Commissioner or the General Land Office and one­
half (112) 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 shall 
extend the term of the lease for a period of one year from the end of the primary term. or from the forst day of the month following the month In which 
production ceased, and. after that. it no suitable production facilities or suitable market lor the ool or gas exists. Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year oon or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, dunng the penod the lease Is kept In effect by payment of the shut-In oot or gas royally. ool or gas is 
sold and delivered In paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed In the same produang 
reservoir. or In any case in which drainage is occumng. the nght to cononue to maintain the lease by paying the shut-In oil or gas royalty shall cease. but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maontaon the lease tor four more 
successive years by Lessee paying compensatory royalty at the royalty rate proVIded In the lease of the market value ol production from the well causing 
the drainage or which is completed in the same produang reservoir and Within one thousand (1.000) feet of the leased premiSes. The compensatory 
royalty Is to be paid monthly. one-half (112) to the CommiSsioner of the General Land Office and one-half (112) to the owner of the soot. begonnong on or 
before the last day of the month follOWing the month on whocn the ool or gas os produced from the v.ell causong the draonage or tnat os completed on tne 
same producing reservoir and located withln one thousand (1 ,000) feet of the leased premiSes. II the compensatory royalty pa1d 1n any 12-rnonth penod 
is an amount less than the annual shut-in oil or gas royalty. Lessee shall pay an amount equal to the dolference Within thirty (30) days from the end of the 
1 2-month period. Compensatory royalty payments which are not timely paid Will accrue penalty and Interest In accordance With Paragraph 9 of this 
lease. None or these provisions will relieve Lessee of the obligaoon or reasonable development nor 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 Commissioner's wnuen approval. the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary. after a well producing or capable of producing oil or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and In marketing the production thereon. 

(A) VERTICAL. In the event this lease Is in force and elfect two (2) years alter the expiration date of the primary or extended term It shall then 
terminate as to all of the leased 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 (Including a shut-in oil or gas well as provided In Paragraph 14 hereof). or a well 
upon which Lessee Is then engaged In continuous drilling or reworking operations. or (2) the number of acres lnduded In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154. or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a prooration unit for each such producing well under the rules and regulatiO<IS of the Railroad Commission or Texas. or any successor 
agency. or other govemmental authority having jurisdiction. If at any bme after the elfective date of the partial term1naoon provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are redassofied so that less acreage is thereafter allocated to said well or wells lor 
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production purposes, this lease shall thereupon terminate as to all acreage not therealter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion or the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof, together with easements and rights-of-way for 
exis~ng roads, exis~ng pipelines and other exis~ng facilities on. over and across all the lands described In Paragraph 1 hereof ("the retained lands"), lor 
access to and from the retained lands and lor the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL. In the event this lease Is in force and effect two (2) years after the exp1ration date of the primary or extended term It shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") In each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years alter the primary or extended term Lessee pays an amount equal to one-hall (112) of the 
bonus originally paid as consideration lor this lease (as specified on page 1 hereof). If such amount is paid, this lease shalt be In force and effect as to 
such deeper depths, and said termination shall be delayed lor an additional period of two (2) years and so long thereafter as oil or gas Is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICAnON AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be In the form or a 
square with the well located In the center thereof, or such o ther 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 shall execote and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed In the General 
Land OffiCe, accompanied by the filing lee prescribed 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 or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wrillen Instrument lhe acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in lhe county or counties where the lease Is located and In the official records of the General Land OffiCe and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid. or to be paid. under th1s lease shall reheve Lessee of h1s obhga~on 
to protect the oil and gas under the above-descnbed land from be1ng dramed. Lessee, sublessee, rece1ver or other agent 1n control of the leased 
premises shall drill as many wells as the facts may jus~fy and shall use appropnate means and drill to a depth necessary to prevent undue dramage or 
oil and gas from the leased premises. In addi~on. if oil and/or gas should be produced In commercial quantities within 1.000 feet of the leased premises, 
or in any case where the leased premises Is being drained by production of oil or gas, the Lessee. sublessee, receiver or other agent In control of the 
teased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the drain1ng well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such dnlhng With d11igence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner or the SOli's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his wrillen approval may the payment of compensatory royally under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

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

19. WARRANTY CLAUSE. The owner or the soil warrants and agrees to defend ~tie to the leased premises. If the owner or the soil defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil In the leased premises by paytng any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORnONATE REDUCTION CLAUSE. If the owner of the soil owns less than the en~re undivided surface estate in the above 
described land, whether or not Lessee's Interes t Is specofied herein, then the royalties and rental herein provided to be paid to the owner of the soil shaU 
be paid to him in the proportion which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner o f the General Land Office of the State or Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royally or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submil to the Commissioner of the 
General Land Office a wntten statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual interest 
owned by the owner or the so1i. The Commiss1oner of the General Land Office shall be paid the value of the whole productJOO allocable to any und1v1ded 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However. In no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) o f such gross production. 

(B) REDUCnON OF PAYMENTS. If. during the primary term, a portion of the land covered by this lease Is Included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil In acoordance with Natural Resources Code Sections 
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 than the total 
amount described herein, payments that are made on a per acre basls hereunder shall be reduced acoording to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number or acres outside the boundaries or a pooled unit, or, If aner the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from welts or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable lor livestock or 1rrigaUon purposes 
lor waterflood operations without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner or the soil for damages caused by Its operations to all personal property, 
improvements, tivestock and crops on said land. 
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23. PIPELINE DEPTH. When requested by the owner of the soot. Lessee shall bury ots popelines 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 wothout 
the written consent of the owner of the soil. 

25. POLLUTION. In developing this area. Lessee shall use the hoghest degree of care and aD proper safeguards to prevent pollutiOn Without 
limiting the foregoing. pollution of coastal weUands. natural waterways. nvers and impounded water shall be prevented by the use of contaonment 
facilities sufficient to prevent spillage. seepage or ground water contamination. In the event of pollution. Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private propertoes. 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 dean up the dnlhng site of all rubbish 
thereon. Lessee shall. while conducting operations on the leased prerl11Ses. keep said premises free of all rubbish, cans, botUes, paper cups or garbage, 
and upon completion of operations shan restore the surface of the land to as near ots oroginal condotion and contours as Is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day penod. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quan~ties. Additionally, Lessee may not draw and remove casing unbl alter thorty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soot shall become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the condi~ons contained In this paragraph and Paragraph 29 of thos lease, the nghts and estates ol eother 
party to thos lease may be assigned, in whole or In part, and the provisoons of this lease shall extend to and be bondong upon theor heirs, devosees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land. rentals, or royalties woll not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effecbveness of any payment made by Lessee or impaor the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals. or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soli (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of tiUe (or a certlfied copy of such original) when the ownership changed because of a 
conveyance. A total or parbat assignment of this lease shall, to the extent of the interest assogned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease Is assigned in its enbrety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this tease on the part of the land upon which pro rata rentals are timely paid or tendered; however, If the assognor or assignee does not file a certlfied 
copy of such assignment in the General Land Office before the next rental paying date, the enUre lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all nghts and be subject to all obligations, Uabihties, and penalties owed to the State by the 
original lessee or any prior a.sslgnee of the lease, including any liabiities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstandong any provision in Paragraph 27(a), If the owner of the soot aoquores thos lease in whole or on 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease Is void as of the wne of assignment and 
the agency power of the owner may be forfeited by the Cornmossioner. An asSignment woll be treated as i f It were made to the owner of the soo t If the 
assignee is: 

(1) a nominee of the owner of the soot: 
(2) a corporation or subsidiary in which the owner of the sool is a pnnopal stockholder or os an employee of such a corpora bon or subsldoary; 
(3) a partnership In which the owner of the soolls a partner or os an employee of such a partnershop: 
(4) a principal stockholder or employee of the corporation which Is the owner of the soot; 
(5) a partner or employee in a partnership which Is the owner of the soil; 
(6) a fiduciary for the owner of the soil: including but not limited to a guardian, trustee, executor, administrator, receover, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soD by marriage, blOod, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner or the soot and place of record a release or releases covering any portlon or portions of the leased premises. and thereby surrender thos lease as 
to such portoon or portions, and be relieved of all subsequent obhgaoons as to acreage surrendered. II any part of this lease is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportlon that the surrendered acreage bears to the acreage which was covered by thos lease 
immediately prior to such surrender: however, such release will not relieve Lessee of any liabilities which may have a=ued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan or this lease Is assigned or released, such assignment or release must be 
recorded In the county where the land Is situated. and the recorded Instrument. or a copy of the recorded Instrument certlfied by the County Clerk of the 
county In which the Instrument is recorded, must be filed In the General Land Office within 90 days of the last executiOn date accompanied by the 
prescribed filing fee. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfeoture at the option of the 
Commissioner of the General Land Office. 

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

31. FIDUCIARY DUTY. The owner of the soot owes the State a fiduciary duty and must fully disclose any facts affecbng the State's onterest in 
the leased premises. When the interests of the owner of the soot conftoct woth those of the State, the owner or the soil Is obligated to put the State's 
interests before his personal interests. 
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32. FORFEITURE. If Lessee shall fall or refuse lo make lhe payment of any sum within thirty days after it becomes due, or II Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulatJons adopted by the Commissioner of the General Land Office. or if Lessee 
should fail to file reports in the manner reqwed by law or fail to comply with rules and regulations promulgated by the General Land Offoce, the School 
Land Board, or the Railroad Convnission. or if Lessee should refuse the proper aulhonty access to the reoords pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or If this lease Is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Convnissioner, and he shall forfeit same when suffocienUy Informed of the facts Which aulhonze a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment AcL However, nothing herein shall be construed as waiving the automatlc termination of this 
lease by operation of law or by reason of any special limitation arisong hereunder. Forfeitures may be set aside and this lease and au nghts 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.t36, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addotion to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security Interest in all leased minerals In and extracted from the leased premises. all proceeds which may accrue to 
Lessee from lhe sale of such leased minerals, Whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used In connection with the production or processing of such leased minerals In order to secure the payment of all royallles 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 or 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 court proceedings in 
the manner provided In the Tille 1. Chap. 9 of the Texas Business and Commerce Code Lessee agrees that the Commossioner may rOQuore Lessee to 
execute and record such onstruments as may be reasonably necessary 10 acknowledge, anach or perfect this lien Lessee hereby represents lhal there 
are no pnor or superior liens arising from and relating to Lessee's acbvilies upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner al any lime determine that this representation Is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unobze the royalty Interest of the owner of the soil under this lease woth any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner or the General Land Office 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 soil agrees that the Inclusion of this provision In this lease satisfies the 
execution requirements staled In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and doscharges the State of Texas and the owner of the soil. their offocers. employees, parbners, 
agents, contractors. subcontractors, guests, invitees, and their respecbve successors and assigns, or and from all and any aellons and causes of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages Is sought, Including, but not limited to. all losses and 
expenses which are caused by the activities of Lessee, Its officers, employees, and agents arising out or. Incidental to, or resulting from. the operations 
or or lor Lessee on the leased premises hereunder. or thai may arise out of or be occasioned by Lessee's breach of any of the terms or provoslons of this 
Agreement, or by any other negligent or stnctly liable act or omisSIOII of Lessee. Further, Lessee hereby agrees 10 be liable for, exonerate. Indemnify, 
defend and hold harmless the Slate or Texas and the owner or the soil, their offocers, employees and agents. their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal inJury (oncludong death). costs and expenses, or other harm for which recovery of damages 
is sought, under any theory Including tort, contract, or strict liability, including auomeys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws: those arising 
from or In any way related to Lessee's operations or any other or 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 terms or provisions of this Agreement 
or any other act or omission or Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement. or an Interest therein, agrees 10 be liable for, exonerale, Indemnify, defend and 
hold harmless the Slate of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above In connection with 
the aclivi6es 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 LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium. Including 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 permit 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 "Hazardous Substance· Is defined In the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA). 42 U.S.C. Sections 9601, el seq.), or loxlc substances under any federal, state, 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 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. L ESSEE 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 
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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 proVISIOOs of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the ReUnquishmenl Acl. and other applicable slaiUtes and amendments thereto. and 1f any proVISIOn In this lease does not conform to these 
slatutes, the statutes will prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It Is filed of record In the county records and 
In the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effec~ve 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 office of the 
County Clerk in any county In which all or any pan of the leased premises Is located, and certified copies thereof musl be filed In the General Land 
Office. This lease Is not effective until a certi fied copy of this lease (which Is made and certified by the County Clerk from his records) Is filed In the 
General Land Office in accordance wilh 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 prescrtbed filing fee shall 
accompany such cert1fied copy to the General Land OffiCe. 

LESSEE: PPC ENERGY, LP. 

BY: -""~"'-...,.""""c..:..· =--·--===---· --""""'>--
Tille: Roy 0 . Priest. President 

Date: A .A· > "",) \ , 'leo-; 

STATE OF TEXAS 

WILLIAM EDWARD La SELL, a/kJa BILL La SELL. INDIVIDUALLY 

AND AS PERSONAL REPRESENTATIVE OF THE ESTATE OF 

JEAN HAMILTON LaSELL, DECEASED. AS AGENT FOR THE 

STATE OF TEXAS 

BY: ___J,t ........ ~..::.=W~~-=..:· t:::-..:....1 __ _ 

Date: _ _....;;_,./_ Z:::......:d=-'
1
f-/_,_, ..;::s-___ _ 

STATE OF TEXAS 

COUNTY OF HARRIS 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, lhe undersigned authority, on th1s day personally appeared _ _,R,O._Y:....><O:,... "-PR,_t,E.,S""T _ ___ _ _______ __ _ 

known to me to be the person whose name is subscribed to the foregomg instrument as _ _,P:..o;R,E,S"'tD.,E"'Nl!.T'---------------­

of PPC ENERGY. L.P. a Texas limited partnership, and acknowledged to me that he executed the same for the purposes and consideration 

therein expressed, in the capacity stated, and as the act and deed of said limited partnership. 

' I'lL( I~ L 
Given under my hand and seal of offtae this the-~--- day of _ ... fll....~..~:;l'iqt'-"_l).:.1.;_ ___ ~ 2005 . 

..... ::'!:•·· STEPHANIE LYNN DETTLING 
{~~~to\ NOlOIY Pubic. S10~e of Texas 
i} .. ~ .. ' .. i MyC011'VT1iss01 Expres 
'~?i.a:i;t Ftbr~ary 04, zoos 
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STATE OF INDIANA (ACKNOWLEDGMENT) 

COUNTY OF BARTHOLOMEW 

BEFORE ME, the undersigned authority, on this day personally appeared William Edward LaSell. a/k/a B ill LaSell. Individually and as 

Personal Representative of the Estate of Jean Hamilton LaSell. Deceased 

known to me to be the person whose name Is subscribed to the foregoing Instrument, and acknowledged to me that he executed the same lor the 

purposes and consideration therein expressed, and In the capaci ties therein stated. 

Given under my hand and seal or offoce this lhe 2-~ ~ day of 0 ~ . 2005. 

. ) )) )) ) ) )) ) )))}))))))))) )) ) ))) ) ;,))))));,. i ,,, ;),))))~, 'i L sue Adams \ :: Notary Public,State ol Indiana \ 
:. Bartholomew county ~ 
•: mmlsslon Expires 4-9-2008 , 
~ ~~~~~~~~~/IIIIIIIIIIIIIIJIJIJII/.'NIIIIIIlllllllll> 

Notary Public in and lor the State or lnd1ana 
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BOOK 70 8 

EXHIBIT "A" 

Attached to and made a part of that certain Oil and Gas Lease dated August 14, 2005. between the State of 
Texas, acting by and through its agent, William Edward LaSell , a/k/a Bi ll LaSell , Individually and as 
Personal Representative of the Estate of Jean Hamilton LaSell , Deceased, as Lessor. and PPC Energy, 
L.P., as Lessee, covering certain lands in Reeves County, Texas. 

Second and Third Year Rentals 

Notwithstanding anything herein to the contrary, this is a paid-up lease, Lessee having paid in advance all 
delay rentals accruing or payable by Lessee under this lease. Lessor hereby acknowledges receipt of 
payment in advance of delay rentals in lhe following amounts, which represent delay rentals in the amount of 
One Dollar (51 .00) per net mineral acre covered by the lease for the second and third years of the pnmary 
term: 

To the State of Texas: 

To the Owner of the Soil: 

Total Rental for Second 
And Third Years : 

Twenty and No/1 00 Dollars ($20.00) 

Twenty and No/100 Dollars ($20.00) 

Forty and No/100 Dollars ($40.00) 

-

PAGE 

« t "1·n,hr ... ":' 11l:l..t • . "'·,' 
011 USf t" " •t ~.J 

" '· ·t v..l, RENTAl. 
', i.. .;;·~~[ \Jt COLD~ 

tJQ f.A.C.l &.."" ... . .. '· ~ ' · . , ···~"' : i tJt.AJ.L. 

FU.E N0. --=3"-=3~6e....4:...___ 
t..(ll 

FILED FOR RECORD Olf .THE 8TH DAY OF _ __:A::::.U::..G::..U=ST=-. _ _ _ _ A. D. 2005 11: 07 A.M. 
' DULY RECORDED ~"" ....... -).....,..,..DJ;_.,TH....._ __ DAY OY AUGUST A. D. 2005 9: 3 0 A. M. 

l' ~Qdt ~.f/i.j_ , DEPIJT[ DIAID<E 0 . FLOllEZ, OOOXTT CLEn _ u "'J REEVES COUNTY, TEXAS 

101 

True and Correct 
copy of 

Original filed in 
RE!eves County 
Clerks Office 



0 
z 

o:J 

u. 

.... 
v 
c: 
0 

"' .~ 
E 
E 
0 
u 
c: 
0 
"' .... 
u ..-.... 
C'tl 

0... 

t..Ll 

>-.... .... 
v --.. 

>-
~ 

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

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

,. 
~ • • • • • • • 

The above and loregomg 1s a full true and correct photograoh1c copy of the 
ong,nat record now 1n my lawful custody and possess1on. as the same JS 
flledirecQI.d~d 1n the pubiiCirec~ds of my Of. ICe foun<t 10 VOL _ ! _ U~ 
PAGE_':J_.L_ THRU Ul . OFFM:MkosUBLIC 

.. ~'"'T"E~::•.. I herebyceM1ed onAUGUST II 2005 

V"-":~~$ (\ I II 
f~. ~t)~~~A~~; ~;~~;~z, COUNTY CLERK 

~!JJ,,l;W' Y /J..UV DEPUTY 
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NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY 
REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT 
BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR SOCIAL SECURITY 
NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 
a..,.,.. lMKI Ofllce 
RetlnqulahnMnt Act LA- Fonn 
ReviMCI, s.pgmber1n7 

austin, ~exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this~ day of _--IF:!!e~b!Vf~rylX-___ ~, -'2~0061!!L- , between the State of Texas. adJng 

by and through its agent. ANN CREMIN FIALA, INDIVIDUALLY AND AS INDEPENDENT EXECUTRIX OF THE E$TAIE OF WALTER C. 

CREMIN, DECEASED 

of p. 0. Qox 440?04. Houtton. Texu 77002 

(Give Permanent Address) 

said agent herein referred to a a the owner of the soil {whether one or more), and _._p.._p,.c _,EJ..!N..._ER._.G,._y.._.._.L ..... p_._. --------------

of 440 Loultlana. Suite 430, Houtton. Texfl 77002 

(Gille Permanent Address) 

herein alter called Lessee. 

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by I.Msee under this !e.ase, the State of Texas adlng by and through the owner of the soil, hereb~ grants. leases and lets unlo Lessee. for 
the sole and only purpose of prospecting and drilling for and producing oil and gas. laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and !ransport said products of the lease, the following lands 
sHuated In Rnm County, State of Texas, to-wit 

BLOCK 57. TOWNSHIP 2. T&P RR CO. SURVEY 

Section 12: NE/4NW/4 

llmtt.d In depth from the t urface to the base of the Bruthy Canyon fonnatlon 

containing _ ..:z40,.,.,00._ _ _ _ acres, more or less. The bonus consideration paid for this lease Is as follows· 

To the State of Texas: ONE HUNDRED AND N0/100 

Dollars ($ 100.00 

To the owner of the sot!. ONE HUNDREO AND N0 /100 

Dollars ($ 100.00 ) 

Total bonus consideration: JWO HUNDRED AND N0/100 

Dollars ($ 200.00 ) 

The total bonus consideration paid represents a bonus of_,.o ... n..,e .... H,.u"'nd...,!'td~..,an""duN:nglt!..1..,.0""0-------------------

-------- ------- Dollars($ 100.00 l per acre, on _ _.2w.OO..,._ ___ net acres. 

••• ••• • • • • • • • • • • • • • • • • • • . ••• 
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2. TERM. Subject to the other provisions in this lease. thos lease shall be for a term of thr9e 131 years from 
this date (herein called "primal)' term/ and as long thereafter as oil and gas. or either of them. os produced In paying quantrties from said land. As used 
In this lease, the term "produced in paying quantities' means that the rooeJPts from the sale or other authorued commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the sue months last past 

3. DE.L.AY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 

unless on or before such anniversal)' date Lessee shall pay or tender to the owner ol the soil or to his credit in the ------------­

-~----~~~--~------~ Bank, at , 
or its successors (which shal continue as the depository regardless of changes In the ownership of said land), the amount specified below; In addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shaA be In the following amounts. 

To the owner of the soil: BfFER TO EJ(HIBIT " ,lo ATTACHED HERETO 
Dollars ($ _ _ _ _ ____ --' 

To the State of Texas: - --- --------------- ------------­

Dollars (S·--- - -------1 

Total Oelay Rental: -----------------------------------------­

Dollars ($·- ---------' 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferre<l for sucoessrve periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental payong date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fall or be succ:eeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held In defau~ for failure to make such payments or tenders of rental until thirty (30) days after the owner of the sotl shall deliver to lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, lessee agrees to pay or cause to be paid one-ha~ ( 112) of the roya~ 
provided for In this lease to the Commissioner of the General land Off101t of the State of Texas, at Austin, Texas, and on&-ha~ ( 112) of such roy a~ to the 
owner of the aoil: 

(A) OIL Roya~ payable on oil, which is defined as Including all hydrocarbons produced In a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from ool or gas run through a separator or other equlpmen~ as hereinafter provided, 
shall be 115 part of the gross production or the marllet value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Offlce, 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, nsspec:tively, of a like type and gravity In the general area where produced and when run, or 2) the highest marllet pnce thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed In a plant, ft wilt be run free of cost to the roya~ owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as effiCient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, In writing, by the roya~ owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (oncludmg ftared gas), which Is defined as aU hydrocarbons and gaseous substances not 
defined as oel in subparagraph (A) above, produced from any well on said land (except as provided herean With respect to gas processed In a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shaU be 115 part of the gro"" production or the marllet value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Offlce, such value to be based on the highest marllet price paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximi.WTl pressure base in measuring the gas under this leaM shaV not at any time exceed 1<4.65 pounds per aquare inch absolute, 
and the standard base lllmper'8tUre shaM be sbc!y (60) deg,_ Fahrenhejt, oon1lc:tion to be made for pre5SUre according to Boyle'• Law, and for specific 
gravily aoc:onling to - made by the Balance Method or by the most approved method of testJng being used by the industry Ill the lime of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the n.covery of gasoline or other liquid 
hydrocarbons shall be 115 part of the residue gas and the liquid hydrocarbons extracted or the marllet value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Offlce. AU royalties due herein shall be based on one hundred percent ( 1 00%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fif\y percent (50%), or that percent accruing lo Lessee, whichever os the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease, provided that if liquid hydrocarbons are 
recovered from gas prooessed in a plant In which lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fif\y percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified In processing agreements or contracts In 
the industry), whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest marllet 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross prioe paid or offered for such residue 
gas (or the weighted average gross selling prioe for the respectove gradus of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Roya~ on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead,' "dry,' or any other gas, by fractionating, burning or any other processing shall be 115 part of 
the groas production of such products, or the marllet value thereof, at the option of the owner of the soil or the Commissioner of the General land Ollice, 
such marllet value to be determined as follows: 1) on the basis of the highest marllet price of each product for the same month In which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products are produced; whiChever Is the 
greater. 
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5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, n this lease Is maintained by production. the 
royaltles paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there st•a ll be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royaltles paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amounl then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 

S. ROYALTY IN KINO. Notwill>standing any other provision in this lease, at any tme or from time to tme, the owner of the sotl or the 
Commissioner of the General Land Office may, at the option of ehher, upon not less than sixty (60) days nolice to the holder of the lease, require that the 
payment of any royaltles accruing to such royalty owner under this lease be made In kind. The owner of the solra or the Commissioner of the General 
Land Office's right to take hs royalty in kind shall not diminish or negate the owner of the soifs or the Comrmssooner 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 royaltles ac:aulng under this lease (Including those paid in kind) shan be without deduct>on for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise malong the o". gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payaole on any gas as may represent thos lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant Notwill>standing any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Oflioe, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injedion into any oil or gas producing formation under1ying the leased premises after the liquid hydrocarbons contained In the gas have been removed; 
no royalties shall be payable on the recycled gas until h is produced and sold or used by lessee in a manner which entitles the royalty owners to a 
royaly under this lease. 

t . ROYALTY PAYMENTS AND REPORTS. All roya~ies not taken In kind shall be paid to the Commissioner of the General Land Office at 
Austin, Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided In the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
Is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received In the General land Office on or before the 15th day of the second month succeeding the month of production, 
ac:companled by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and d lsposhion of all o" and gas produced and the malllet value of the oil and gas. together with a copy of all documents, 
records or reports confirming the gross production, disposition and malllet value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipelones. tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General land Oflioe may require to verify the gross production, disposition and malllet value. In aU cases the authority of a manager or agent 
to ad for the Leossee herein must be filed In the General Land Office. Each royalty payment shall be ac:companled by a check stub, schedule, summary 
or other remittance advice showing by the assigned General land Office lease number the amount of royalty being paid on each lease If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall ac:aue a penalty of 10% of the royalty due or $25.00 whichever Is greater. In addition 
to a penalty, royaltles shal accrue interest at a rate of 12% per year; such interest wil begin to ac:aue when the royalty is sixty (60) days overdue. 
Affidavhs and supporting documents which are not filed when due shall incur a penalty In an amount set by the General Land Office administrative rule 
which is etrective on the date when the al!idavhs or supporting documents were due. The lessee shaU bear al responsibility for payin!l or causing 
royaltles to be paid as prescribed by the oue date provided herein. Payment oi the definquency penalty snal tn no way operate to prollibd the State'¥ 
right of forfekure as provided by law nor act to postpone the date on which roya~s were originally due. The above penalty provisions shall not apply In 
cases of title dispote as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair malllet value. 

10. (A ) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall &nnually furnish the Commissioner of the General Land Offoce 
with hs best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering Into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General land Ofi'ICB shall be 
held in c:onfidenoe by the ee.-&1 Land Office unless otherwise authonzed by Lessee. All other contracts and recordS pertaining to the production, 
~. sale and marketing of the oil and gas produced on said premoses, including the books und accounts, receipts and discharges of all wells, 
tanka, pooil, melels, and pipelinM shall at all times be subject to inspedion and examination by tho Commissioner of the General Land Office, the 
Attorney Genensl, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
land Oflioe by Lessee or operator five (5) days before spud date, wolllover, re-ilntry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the Genensl Land Office shall Include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and pluggin~ reports shall be supplied to the General Land Office at the tme they are filed with the Texas Ratlroad CommiSSion. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and thai are submitted 10 the Texas 
Railroad Commission or any other governmental agency shall include the word •state' in the title. Additionally, In accordance with Railroad Commaion 
rules, any slgnage on the leased premises for the porpose of identifying wells, tank batteries or other assoc:aated improvements to the land must also 
include the word "State: Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the openstion of the above-<tescribed premises, which may be requested by the General Land Ofi'ICB, In addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radiOlldlvily survey made on the bore-hole section, from the base of the surface casing to 
the total depth of weU, of all wells drilled on the above described premises and shall transm4 a true copy of the log of each survey on each well to the 
Genensl Land 01fioe within 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 Office when 
due. The penalty for tate fifing shall be set by the General land Office administrative rule which is effectJVe on the date when the materials were due in 
the General Land Office. 
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11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the pnmary term hereof and prior to doscovery and 
production of oil or gas on said land. Lessee shOuld drill a dry hole or holes ther.on. or If dunng the pnmary term hereof and after the diScovery and 
adual production of oU or gas from the leased premises such production thereof shOuld cease from any cause. this lease shaD not terminate ~ on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessallon of productiOn Lessee commences additional dnlllng or 
rewor!Ong operations thereon, or pays or tenders the next annual delay rental on the same manner as provided in thos lease. If, during the last year of the 
primary term Of within sixty (60) days prior thereto, a dry hole be comploted and abandoned, or the production of oil or gas should cease for any cause. 
Lessee's rights shall remain In ful fon:e and effect without further operations unbl the expiration of the pnmary term; and ff Lessee has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilfing or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-In oil or gas well within the primary term hereof, lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-In oil or gas well and upon the failure to make such payment, this lease shall ipso fado terminate. 1r at the 
expiration of the primary term or any lime 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. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the pnmary term, ne~her oil nor gas is being 
produced on said land, but lessee is then engaged in drilling or reworkong operations thereon, this lease shall remain in force so long as operations on 
said well or lor drilling or reworking of any add~al wells are prosecuted in good fa~ and In workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and ff they resu~ in the production of oil and/or gas, so long thereafter as oil and/or gas Is produced 
In paying quantities from said land, or payment of shut-in oil or gas well royaniea or compensatory royalties is made as provided in this lease. 

13. CESSATlON, DRILUNG, AND REWORKJNG. If, after the expiration of the primary term, production of oil or ga.s from the leased 
~ises. after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty (60) days after sucll cessation, and this lease shall remain In full force and effect for so long as such operations continue in good 
fa~ and In workmanlike manner without Interruptions totaling more than sixty (60) days lr such drillong or reworkong operallons resu~ in the productilon 
of oil or gas, the lease shall remain in full force and efled lor so long as on or gas Is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided hereon or as provided by law. If the dnling or reworkong 
operations resuk In the completion of a wen as a dry hole, the lease woU not termonate if the Lessee commences addottonal dnlling or reworkong 
operations within sixty (60) days after the completion of the weU as a dry hole, and this lease shall remam In ef!ed so long as Lessee continues dnllong or 
reworking operations in good fa~ and In a workmanlike manner Without mterrupllons totaling more than sixty (60) days. lessee shall give written notoce 
to the General Land Office within thirty (30) days of any cessatoon of prodUdion. 

14. SHUT -lN ROYAL TIES. For purposes of this paragraph, "Well' means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease tha~ until being shut In, was being 
maintained in Ioree and efled, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas Is not being 
produced for lack of su~ble production facilities or lack of a suuble market, then Lessee may pay as a shut-in oil or gas royany an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amoun~ then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be eflec:tive, each initial shut-in oil or gas royany 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 driiUng or reworking operation in accordance 
with the tease provisions; whichever date is latest Such payment shaH be made one-half (112) to the Commissioner of the General land Office and one· 
half (112) to the owner of the soil. If the shut-in oil or gas royany is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month In which 
production ceased, and, after that, if no subble produdion facil~les or suitable market for the oil or gas exists. lessee may extend the tease for four 
more successive perioda 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 tho lease Is kept in ef!ed by payment of the shut-in oil or gas royany, oil or gas is 
sold and delivered In paying quantities from a well located w~hin one thousand (1,000) feet of the leased premises and completed In the same producing 
reseovolr. or In any case In which drainage Is occurring, the nghtto continue to maintain the lease by paying the shut-In oil or gas royany shall cease, but 
the lease shall remain ef'fec:tive lor the remainder of the year lor which the royany haa been paid. The Lessee may maintain the lease for tour more 
~ yea.. by ~ paying compensatory royany at the royaky rate provided In the lease of the market value of prodl.lc:tion from the well causrog 
the drainage or wtllc:h ia compleled in the same produang reseiVOII' and wrthon one thousand ( 1,000) feel of the leased ~-- The compensatory 
royany is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, begonnong on or 
before the last day of the month following the month on which the 011 or gas IS produced from the well causing the draonage or that os 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 penod 
is an amount less than the annual shut-in oU or gas royany, Lessee shall pay an amount equal to the difference within thir1y (30) days from the end of the 
12-month period. Compensatory royany payments which are not timely paid woll aCCI\Ie penally and interest on accordaroce with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligallon of reasonable development nor the obligallon to drill offset wells as provided In 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and With the Cornmissione(s wntten approval, the payment 
of compensatory roya~lea can satisfy the obligation to drill offset wells. 

18. RETAINED ACREAGE. Notwithstanding any provision of th is lease to the contrary, after a well producong or capable of producing oil or 
gas has been completed on the leased premisas, Lessee shaH exercise the diligence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably neoessary for the proper development of the leased premises and In marketing the production thereon. 

(A) VERTICAL In the event this lease Is In force and effect two (2) years after the exporation date of the primary or extended term ~ shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surtoundong each oil well capable of produang in paying quantities and 320 acres 
sunroundlng 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 Ia then engaged in continuous drilling or reworking operations. or (2) the number of acres Included In a producing pooled unrt 
pursuant to Texas Natural Resources Code 52.151·52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration un~ for each such producing well under the rules and regulations of the Railroad Commission of Texas. or any successor 
agency, or other governmental authority having jurisdidion. If at any time after the ef!edive date of the partial termination provisions hereof, the 
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applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter ~lloca ted to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shan nevertheless continue to have the right of Ingress 
to and egress from the lands stUI subject to this lease for all purposes described In Paragraph 1 hereof, together with easements and rights-of-way for 
exlsting roads, existing pipelines and other exlsting facillies on, over and across all the lands described In Paragraph 1 hereof ("the retained lands1 , for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORLZONT AL In the event this lease Is in force and etred two (2) years alter the expiration date of the primary or extended term it shall 
further terminate 81to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") In each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years alter the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid 81 consideration for this lease (81 spedfied on page 1 hereof). If such amount Is paid, this lease shall be In force and effed as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantltiea from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface aaeage retained hereunder as to each well shall, as nearly as pradlcal, be in the form of a 
square with the well located in the center thereof, or IUCh other shape as may be approved by the Commissioner of the General Land Office. W4hin 
thirty (30) days alter partial termination of thil lease as provided herein, Lessee shall execute and record a release or releases containing a satisfadory 
legal description of the acreage and/or depths not rebllned hereunder. The rec:orded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules In etred on the date the release is filed. If Lessee fails or refuses 
to execute and reoord such release or re~ wilhln ninety (90) days after being requested to do so by the General Land Office, then the 
Convnlssloner at his sole discretion may designale by written Instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or countiea where the lease is located and in the ollicial records of the General Land Office and such 
design8tion ahall be binding upon Lessee for al purpoees. 

11. OFFSET WEU..t: . Neilhef the bonus, delay nsntail, nor royalties Pl'id, or to be paid, under this lease shan relieYe Lessee of his obligation 
ID prolillct the ol 8lld gaa under the a~ land from being dns•ned. Lessee, sublessee, receiver or other agent In control of the leased 
premlaes shall drill as many wells as the fadS may Justify and shall use appropriate means and drill to a depth necessary to prevent undue draina:~e of 
oil and gas from the leased premises. In additJon, If oil and/or gas should be produced In commercial quantities within 1,000 feet of the leased premises, 
or In any case where the leased premiset II being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shaM in good falth begin the driAing of a weU or weUs upon the leased premises within 100 days alter the draining wen or weUs or the 
weU or wells completed within 1 ,000 feet of the leased premises start producing in convnercial quantities and shaU prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obfogation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or inplied covenant of this lease, 
from conc'Jding drilling operations on the lelsed premises, or from producing oit or gas from the leased premises by reason of war, rebellion, riots, 
strikes, ads of God, or any valle: order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shan be suspended and Lessee shall not be Hable for damages for failure to comply with such covenants; add~ionatly, this lease shall be 
extended while Lessee Is prevented, by any such cause, from conduding driQing and nswot1dng operations or from producing oU or gas from the leased 
premises. However, nothing In thil paragraph shall suspend the payment of delay rentals in order to maintain this lease In effed during the primary term 
in the absence of such drilling or nsworldng operations or produdion of oil or gas. 

111. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend m1e to the leased premises. If the owner of the soil defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on beha~ of the owner of the soil under this poragraph, Lessee may recover the 
cost of these payments from the rental and royahles due the owner of the soU. 

20. (A) PROPORTIONATE REOUCTlON CLAUSE. If the owner of the soil owns less than the enUre undivided surface estate in the above 
described land, wtlether or not Lessee's Interest Is specified herein, then the roy a hies and rental herein provided to be paid to the owner of the soil shall 
be paid to hin In the proportion which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Conwnileionet d lha General Land Office of the State of T exaa shaM be li<ewise proportionately reduced. However, before Lessee adjusts the 
royalty or nsnDI due ID the Conwnileionet of the General L8lld Oflice, Lessee or his authorized representative must submit to the Commissioner of the 
Genet.~ Land Olllce • wrill8n .a.ment which explains the dilaepancy between the ~t purportedly leased under this lease and the actual Interest 
owned by the owner of the soil. The Commluloner of the Genensl Land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease, leas the proportionate development and produdion cost allocable to such undivided interest However, In no t!V8nt shall 
the Commlaaloner of the Genensl Land Office receive as a royalty on the gross production allocable to the undivided Interest not leased an amount less 
than the value of ontHixteenth (1 / 16) of such gross produdlon. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease Is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the sol In accordance with Natural Resources Code Sections 
52.151..52.154, or if, at any tine alter the expinstion of the prWnlry term or the extended term, this lease covers a lesser number of aaes than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled un~. or, if after the expiration of the primary term, the number of acnss 
adually 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 thos lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shaH not use potable water or water su~able for livestoclt or Irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil 
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22. AUTMORIZEO DAMAGES. Lessee shal pay the owner of the sod for damages caused by its operatlons to all personal property, 
improvements, livestodc and crops on said land. 

23. PIPEUNE DE.PTH. When requested by the owner of the SOli, lessee shin bury u pipelines below plow depth. 

2A. WELL LOCATION UMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises Without 
the written consent of the owner of the soil. 

26. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Wrthout 
lim~ing the foregoing, pollution of coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around Ita 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 pita and cellars and completely clean up the drilling s~e of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shaU restore the surface of the land to as near 4s ongonal cond~ion and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to lim~tions in this paragraph, Lessee shall have the nght to remove machinery and fiXtUres placed 
by Lessee on the leased premises, Including the right to draw and remove casing, ~hln one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 12!klay period. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quantities. Additionally, lessee may not draw and remove casing until after thirty (30) days written 
noClce to lhe Convnisaioner of the General Land Office and to the owner of the 10il. The owner of the 10il shan become the owner of any machinery, 
fixlura, or calng which are not timely removed by Lessee under the terms of this paragraph. 

rr. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, in whole or in part, and the provisoons of this le81e shall extend to and be binding upon their heirs, devisees, legal 
representatlvea, •~ and assigns. However, a change or divlsoon In ownership of the land, rentals, or royalties wiU not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of lessee, impair the effectiveness of any payment made by lessee or impair the errectiveness of any 
act performed by Lessee. Alld no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assogns) fumoshes the Lessee With nbs factory wntten eVIdence of the change 
in ownership, indudong the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the Interest assogned, reloeve and diSCharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in Its entirety as to only part of the aeteage, the right and option to pay rentals shall be apportioned 
as be'-n the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assognee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all nghts and be subject to all obligations, Rabil"les, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, Including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provosion in Paragraph 27(a). if the owner of the soil acquires thiS lease in whole or In 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the tme of assignment and 
the agency power of the owner may be forfe~ed by the Commissioner. An assignment will be treated as if ~ were made to the owner of the soil if the 
assignee Is: 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stodcholder or is an employee of such a corporation or subsidiary; 
(3) a partnership In which the owner of the soil is a partner or Is an employee of such a partnership; 
(4) a princlpalatodcholder or employee of the corporation whiCh Is the owner of the soil; 
(5) a partner or employee In a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or relaled to the - of the 1001 by mamage, blood, or adopbon. 

21. REI EASES. Under the co:ldilions contained In thiS paragraph and Paragraph 29. Lessee may at any tme 8XIIClJte and deiMK to the 
owner of the soil and place of record a release or releases covering any portion or portJons of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage aurrendened. If any part of thiS lease is property surrendened, the 
delay rental due under this lease shaV be neduced by the proportion that the surrendened acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender; however, such release will not reloeve Lessee of any liabolilies which may have accrued under this lease prior to the 
surrender of such acreage. 

211. FlUNG 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 s~ated, and the recorded instrument. or a copy of the recorded instrument certified by the County Clel1\ of the 
county in which the Instrument is recorded, must be filed In the General Land Office within 90 days of the last execution date accompanied by the 
prescribed fiHng fee. If any such assignment is not so filed, the rights acquined under thiS lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest In 
the leased premises. When the interests of the owner of the soil conflict ~h those of the State, the owner of the soil is obligated to put the State 's 
Interests before his personal interests. 
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32. FORFEITURE. If Lessee shall fail or Atluse to make the payment of any sum within thirty days alter h becomes due, or W lessee or an 
authorized agent should knowingly make any false retum or false Atport conoemmg production or drifting, or if Ll!$$08 shall fail or Atfuse to dnll any 
offset -11 or -lis in good fahh as required by law and the rules and regula liOns adopted by the Commissioner of the General land Oflice, or if Lessee 
should taa to file reports in the manner required by law or fa il to comply with rules and regulations promulgated by the General Land Oflice, the School 
Land Board, or the Railroad Commission, or if Lessee should Atfuse the proper authority access to the records perlaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give corred information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Oflice a corred log of any -u. or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed in the General Land Oflioe as required by law, the rights acquired under this tease shall be subject to forfeHure by the 
Commisaioner, and he shal forfeft same when sufliciently informed of the fads which authorize a forfefture, and when forferted the area shall again be 
subject to lease under the terms of the Relinqulslvnerrt Ali H~ver, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by Atason of any special limftation arising heAtunder. ForfeHures may be set aside and this lease and al rights thereunder 
reinstated befoAt the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Oflice of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produ<:ed from the 
area covered by this lease to sea~ra payrnem of aM unpaid royalty and other sums of money that may become due under th is lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and seaJrity interest in au leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sate of such leased minerals, ...nether such proceeds lA! held by Lessee or by a third party, and all fixtures on and improvements to the 
leased pnwnlaea used in connection with the production or ~ of such leased minerals in order to secure the payment of all royalties or other 
emcKII'IIa due 01 1D become due under thls teae and to Ma.lre payment of any damages or lou that Lessor may suffer by Atason of Lessee's breach of 
any cownant 01 condtion of thls teae, ...nether express or Implied. Thia lien and Ma.lrity interest may be forecioMd with or without court proceedings in 
the man,_ prcMded In the Tille 1, Chap. g of the Texas Business and COinrnerc:e Code. Lessee ag-s that the Commisaioner may requiAtlessee to 
8lC8Qlte end record such lnstn.ments •• may be Atasonably necessary to acknowledge, attach or perfect this lien. lessee heAtby 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'• acquisition of this lease. 
Should the Commissioner at any time determine that this representation Ia not llue, then the Commissioner may declare this lease forfeb1 as provided 
heAt in. 

34. POOLING. lessee Is hereby granted the right to pool or unHize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of o" or gas or eHher of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Oflice for the pooling or unHizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.15-4. The owner of the soil ao-s that the inclusion of this provision in this tease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State or Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, lnvHees, and their respective successors and assigns, o( 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, inctuding, but not limijed to, all losses and 
expenses which l A! caused by the activities of Lessee, Hs officen~, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Leasee on the teased pA~mises hereunder, or that may arise out of or be oocasloned by Lessee's breach of any of the terms or provisions of this 
Agre«nent, or by any other negligent or strictly liable act or omission of lessee. Further, lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and an ctaima, liabifrties, losses, damages, actions, personal injury (Including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort. contract, or strict fiabil~. inctuding attorneys' fees and other legal expenses, inctuding those related to 
environmental hazards, on the leased premises or in any way Atlated to Lessee's ta~ure to comply whh any and all environmental taws; those arising 
from or in any way related to Lessee's operations or any other of Lessee's OCIJvities on the teased premises; those arising from Lessee's use of the 
surfece of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreomenl 
or any other act or omission of lessee, Hs directors, officers, employees, partners, agents, contractors, subcontradors, guests, Invitees, and their 
rupediv8 suc::cessors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold hatmleu the Stale of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection With 
the aciMiiell ol ~. ill olfioenl, 81'f11)1oyMs, and egents as delcriled ebove. EXCEPT AS OTHERWISE EXPRESSLY UllfTED HEREIN, All OF 
Tl4E ~ 08UGATIONS AND\OR UABIUTIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHAll BE WITHOllT U llfTS AND 
wmtOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE<XISTING CONOITlOHS), STRICT UABIUTY, 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 HAZARL.S. Lessee shall use the highest degree of care and all Atasonable safeguards to prevent contamination or 
pollution of any environmental medium, lnctuding soil, surface walelll , groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premiaoa, by any waste, pollutant, or contaminant Lessee shall not bring or perml to remain on 
the leased pnwniaee any asbestos containing materials, explosives, toxlc materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance• is defined in the Comprehensive Environmental Response, Compensation and Llabllhy Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxlc substances under any federa l, state, or local law or regulation ("Hazardous Mater1als1 . except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quan!Hies. 
LESSEE'S VIOLATION OF THE FOREGOING PROHtBmON 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 Cl.AJMS, DAMAGES, JUDGME.NTS, PENAL TIES, LIABtLmES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHtBmON 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 AHY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR REl..EASE OF AHY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
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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. LESSE.E 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 AGRE.EMENT. 

37. APPLICABLE LAW. This lease Is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the ReUnquishment Ad. and other applicable statutes and amendments thereto, and W any provisiOn in this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions. 

38. EXECUTION. This o~ and gas lease must be signed and admow1edged by the Lessee before it is filed of record in the county records and 
in the General Land Oflioe of the State of Texas. Onoe the filing requirements found in Paragraph 39 of this lease have been satisfied. the effective date 
of this lease shal be the date found on Page 1. 

38. LEASE FlUNG. Pursuant to Chapter 9 of the Texas Busmess and Commerce Code, thiS lease must be filed of record in the olfic:e of the 
County Clerk in any county in which all or any part of the leased premises Is located. and certified mpies thereof must be filed in the General Land 
Oflice. This lease is not etrective until a certified mpy of thiS lease (whiCh as made and certified by the County Clerk from his records) is filed in the 
General Land Oflioe in aooordanoe with Texas Natural Resources Code 52. t83. Additionally, this lease shall not be b1nd1ng upon the State unless it 
recites the adual and true consideration paid or promised for executiOn of this lease. The bonus due the State and the prescribed filing fise shall 
accompany such certified copy to the General Land Oflice. 

LESSEE: PPC ENERGY, LP. 

BY ITS~~ GE~ PARTNER, PRIEST PETROLEUM CORPORATION 

BY:_.,.~~,.,:;..~~~~=-~-=--------
TIUa: ~R~o~y~O~.~p~~~~P~n.~~~m~-------------

Date: rt 'v -;)... 'l., "1.COCe 

STATE OF TEXAS 

ANN CREMIN FIALA, INDIVIDUALLY AND AS 

INDEPENDENT EXECUTRIX OF THE ESTATE OF 

WALTER C. CREMIN, DECEASED, AS AGENT FOR THE 

STATE OF TEXAS 

BY: a¢,) e . .st~ 
Date: d-/3 -a~ 

STATE OF TEXAS 

COUNTY OF HARRIS 

(CORPOAA TlON ACI<HOM.EDGMENT) 

BEFORE ME, the undersigned authonty, on this day personally appeared --~R,_,O"'Y'-0=. P'"'R"'I"'E"'S"'T----------------------------­

known to me to be the person whose name Is subscobed to the foregoing instrument as PRE$1DENT OF PRIEST PETROLEUM CORPORATION. 

THE MANAGING GENERAL PARTNER OF PPC ENERGY. L.P. a Texas limited partnership, and acknow1edged to me thai he executed the same for 

the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said limited partnership. 

Given under my hand and seal of olfic:e this the ~ day of _..Jn~~._ . ..,p...._,\'-\)9."""...,_(~~;..~~· 2006. 
( 

TERRI l. EDMONDS 
No .. ry Public, State or leu• 

My Cornr'Nsaion ~·· June 16. 2008 

~&fi .~ 
Notary Public in and for the State of Texas 

8 

325 

True and Correct 
copy of 

• ••• • • • • • • • • • • • • • • . 
••• • • • • • -

• • • • • • 
• 

1 f. .... a In 
y 



BOGK 726 PAGE 326 

,. 

• • • • • • • • • • •• • • • • • • -

STATE OF TEXAS (ACKNOWLEOGMENT) 

COUNTY OF HARRIS 

BEFORE ME, the undersigned authority, on this day personally appeared Ann C!!mln Flala. Individually and !! lndtRtnc!ent expc;utdx 

of tht EIIR of Walter C. Cremin. Dtetaaed 

known to me to be the person whose name is subsctibed to the fonlgoing instrument, and acknowledged to me that he executed the same lor the 

purposes and consideration therein expressed, and in the capacities therein stated. 

••• • • • •• 

Given under my hand and seal of office this the~ day of feb \.A.C.(I.-1 

••• • • • • • • • • • 

• • 
• 

SHAWN I. VENORYES 
Nolary Public, Slate of Texas 

My Ccnvn Exp.res Feb 9, 2009 
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EXHIBIT "A" 

Attached to and made a part of that certain Oil and Gas Lease dated February 6, 2006, between the State of 
Texas, acting by and through its agent, Ann Cremin Fiala, Individually and aa Independent Executrix 
of the Estate of Walter C. Cremin, Deceased, as Lessor, and PPC Energy, L.P., as Lessee, covering 
certain lands in Reeves County, Texas. 

Second and Third Year Rentals 

Notwithstanding anything herein to the contrary, this is a paid-up lease, Lessee having paid in advance all 
delay rentals accruing or payable by Lessee under this lease. Lessor hereby acknowledges receipt of 
payment in advance of delay rentals in the following amounts, which represent delay rentals in the amount of 
One Dollar ($1.00) per net mineral acre covered by the lease for the second and third years of the primary 
term: 

--

To the State of Texas: 

To the Owner of the Soil: 

Total Rental for Second 
And Third Years: 

Two Dollars and No/100 ($2.00) 

Two Dollars and No/100 ($2.00) 

Four Dollars and No/100 ($4.00) 

-
~--------------------------------------------------

-

FILE HO -__ ...-::1:..::2:..::3.:::..5 __ _ 

-ANY PI<IMSION HE~l:I~Wnltt.~l'·"t .lht '-•I ~tNlf.l.. 
011 US£ 8f !HE OESCR:SEO RU.l i'hOP[i;ll BlCAUS£ () COLOII 
OQ RACE IS WVAl.JD AND UNENfOi..:i AB.I UHI"R fEOEIW. 
~~ 

11:57 A.M. 

2 : 00 P .M. 

FILED fOil llECOID 011 'IIIE._--'-7-=T-=R'----DAY OF _ _ ...:MAR=~C:::.:B=--------A. D . 2006 

DULY RECOilDED-~ 8TH DAY OF MARCH A.D. 2006 --~~-- --~~~~-------

BY: '( I .L.Ll~ lli v ,DEPUTY DWOO: 0. FLOUZ, COOlfl'Y CLERK 
') c REEVES COUBTY, mAS 

• • ••• • • • • • • • • • • •• • • • • • • • • • -
••• • • • • • • -
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
Tne abo'<e and foregoong sa fu u-.a .,r.d co•recl pho:og•aph c cooy oltn~ 
ong111a1 record now 1n my tawlut custody and possess:on. as the ~![IEl. s 
I edreco;tlE:,<Js·n the poblc

3
r!!!:O!Os of m~o"<::e f~..no. ·o Vql,~ 

PAG~_J_l_ -,-!RU IZ / uFFll; lALRECORDS 

herebycen,f,edon MARCH 10 2006 

• • 
• 

••• • • • • • • • • • -

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

& 



BOUK 7 ~~ PAGE 

• 1 

FILE# 1875 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY 
REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT 
BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR SOCIAL SECURITY 
NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 
General Land Office 
Relinquishment Act Leuo Form 
Revlaed, September 1997 

~ustin, ijtexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into this~ day of ---"Ap""'"'rtl,___ ___ • ...lQQ.L , between the State of Texas, acting 

by and through Its agen~ LOWE ROYALTY PARTNERS. LP 

of 5151 San Felloo. Suite 400. Houston. Texas 77056 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and _,_P,_PC"'""E"'N,..ER..,G ... y._. • ...,L ... P .... --------------

of 440 Louisiana. Suite 430. Houston. Texas 77002 

(Give Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and In consldernllon of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas acUng by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated in Reeves County, State of Texas, tcrwlt 

BLOCK 57. TOWNSHIP 2. T&P RR CO. SURVEY 

Section 12: NE/4NW/4, AS TO ALL DEPTHS 

containing _..::4x.O.""oo._ ___ acres. more or less. The bonus consldernUon paid for this lease Is as follows: 

To the State of Texas: TWO THOUSAND SEVEN HUNDRED AND N0/100 

Dollars ($ 2.700.00 ) 

To the owner of the soil: TWO THOUSAND SEVEN HUNDRED AND N0/100 

Dollars ($ 2. 700.00 

Total bonus considernlion: FIVE !HOUSAND FOUR HUNDRED AND N0!100 

Dollars ($ 5.400.00 ) 

The total bonus considernUon paid represents a bonus of ___.T"""h..,re,.e""H,.u.,.n,.,dr"'ed"-"'an..,d....,N"'o!.,_1...,0"'0------------------

--------------- Dollars($ 300.00 ) per acre, on --'1L><8.,..o,..o ___ net acres. 
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2. TERM. Subject 10 the other provisions In this lease, this lease shall be for a term of two 121 years from 
this date (herein called "primary tenn") and as long thereafter as oil and gas, or either of them, Is prOduced In paying quantities from said land. As used 
In this lease. the tenn "prOduced In paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past 

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

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit In the !PAY QIRECTL Y TO LESSOR! 

-::------,-;-:-:--:--::--.,.---::--:-- Bank, at • 
or Its successors (which shall continue as the depository regardless of changes In the ownership of said land), the amount specified below; In addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the prMege of deferring the commencement of 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: TWO THOUSAND SEVEN HUNDRED AND N0/100 

Dollars ($ 2. 700.00 

To the State of Texas: TWO THOUSAND SEVEN HUNDRED AND N0/100 

Dollars ($ 2.700.00 ) 

Total Delay Rental: FIVE !HOUSAND FOUR HUNDRED ANP N0/100 

Dollars ($ 5.400.00 ) 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successrve periOds of one (1) 
year each during the primary tenn. Nl payments or tenders of rental to the owner of 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 dale. If the bank designated In this paragraph (or Its successor bank) should 
cease to axis~ suspend business. liquidate. tall or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soU shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon prOduction of ool and/or gas, Lessee agrees to pay or cause lO be paid one-half (112) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas. and one.toalf (112) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which Is defined as Including all hydrocarbons prOduced In a liquid fonn 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 1/4 part of the gross prOduction or the marl<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) the highest posted price, plus premium, If any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area where prOduced and when run, or 2) the highest marl<et price thereof offered or 
paid In the general area where prOduced and when run, or 3) the gross proceeds of the sale thereof, whichever Is the greater. Lessee agrees that before 
any gas prOduced from the leased premises is sold, used or processed In a plant, It will be run free of oost lO the royalty owners through an adequate ool 
and gas separaiOr of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
woll be recovered. The requirement that such gas be run through a separator or other equipment may be waived, In wnbng, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas ~ncludlng 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 In a plant for 
the extraction of gasoline. liq uid hydrocarbons or other prOducts) shall be 114 part of the gross prOduction or the market value thereof. at the 
option of the owner of the soli or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality In the general area where prOduced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base In measuring the gas under this lease shall not at any time exceed 14.65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenhei~ correction to be made for pressure according lO Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the induslly at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline 0< other loquod 
hydrocarbons shall be 1/4 part or the residue gas and the liquid hydrocarbons extracted or the marl<et value thereof, at the option of the owner 
of the soil or the Commissioner of the General land Office. Nl royalties due herein shan be based on one hundred percent (100%) of the lOtal plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%), or that percent accruing lO Lessee, whichever is the 
greater, of the lOtal plant production of liquid hydrocarbons attributable lO the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or Its parent, subsidiary or affiliate) owns an lnteres~ then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at ann's length (or If there Is no such third party, the highest percent then being specified In processing agreements or contracts In 
the induslly). whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennined by 1) the highest marl<et 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area. or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever Is the greater. In no event, hOwever. shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 1/4 part of 
the gross production of such products. or the marl<et value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be detennlned as follows: 1) on the basis of the highest marl<et price of each product for the same month In which such product Is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products are produced; whichever is the 
greater. 
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5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, If this lease Is maintained by production, the 
royalties paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than shcty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General 
l.and Office's righ t to take i ts royalty In kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights 
or Lessee's obligations. whether express or Implied, under this lease. 

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas lor gas lift purposes on the leased premises or for 
Injection Into any oil or gas producing formation unde~ying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recycled gas until It Is produced and sold or used by Lessee In a manner which entitles the royalty owners to a 
royalty under this lease. 

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

Payment of royalty on production of oil and gas shall be as provided In the rules set forth In the Texas Register. Rules currently provide that royalty on oil 
is due and must be received In the General Land Office on or before lhe 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, d isposition and market value Including gas meter readings, pipeline receipts, gas line receipts and 
other checiks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verily the gross production, disposition and market value. In all cases the authority of a manaRer or agent 
to act for the Lessee herein must be filed In the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remlhance advice showing by the assigned General Land Olfoce lease number the amount of royalty being paid on each lease. II Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due. then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty ol10% of the royalty due or $25.00 whichever Is greater. In addition 
to a penalty, royalties shall accrue Interest at a rate of 12% per year; such Interest will begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall Incur a penalty In an amount set by the General Land Office administrative rule 
which Is effective on the date when the affidavi ts or supporting documents were due. The Lessee shall bear all responsibility lor paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall In no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply In 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to lair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with Its best possible estimate of ull and gas reserves underlying this lease or allocable to this lease and shalllumlsh said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering Into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held In confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, Including the booiks and accounts, receipts and discharges of all wells, 
tanks. pools, meters, and pipelines shall at all times be subject to Inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRIWNG RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, riH!ntry. tem porary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall Include copies of Railroad Commission forms lor application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
appllcalions, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shali lnclude the word "State" In the titie. Additionally, In accordance with Railroad Commission 
rules, any slgnage on the leased premises lor the purpose of Identifying wells, tank batteries or other associated Im provements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores. or other 
information relative to the operation of the above-described premises, which may be requested by lhe General Land Office. In addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

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

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas Is being 
produced on said land, but Lessee is then engaged In drining or reworklng operations thereon. this lease shall remain in force so long as opera tJons on 
said well or for drilling or reworl<ing of any additional wells are prosecuted In good faith and In worlcmanUke manner without interruptions tolaUng more 
than sixty (60) days during any one such operation, and if they resullln the production of oil and/or gas. so long thereafter as oil and/or gas Is produced 
In paying quanti~es 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, DRILL.ING, AND REWORKJNG. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate If Lessee commences additional dnlhng or reworklng 
operabons within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue In good 
faith and In workmanlike manner without Interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the produebon 
of oil or gas, the lease shall remain In full force and effect for so long as oil or gas is produced from the leased premises In paying quantities or payment 
of shut-In oil or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by law. If the drilling or reworking 
operallons result In the completion of a well as a dry hole, the lease will not terminate If the Lessee commences additional drilling or reworlcing 
operations within s ixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues dri lling or 
reworking operations in good faith and In a workmanlike manner Without Interruptions totaling more than sixty (60) days. Lessee shall give wntten notice 
to the General Land Offlce within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well' means any well thai has been assigned a well number by the slate 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 ln. was being 
maintained In force and effect, a well capable of producing oil or gas In paying quantities Is located on the leased premises, but oil or gas Is not being 
produced for lack of suitable production facilities or lack of a suitable marlcel, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease, bul not less than $1,200 a year for each well capable of producing oil or gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective, each initial shut-In oil or gas royalty must be paid on or before: (1) the expiration of the primary term. (2) 60 days after 
the Lessee ceases lo produce on or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
With the lease provisions: whichever date Is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Olfoce and one· 
half (112) to the owner of lhe soil. If the shut-In on or gas royalty Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month In which 
producllon ceased, and, after that if no suitable production facilities or suitable mar1<et for lhe oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiraUon of each shut-In year. 

15. COMPENSATORY ROYALTIES. II, during the period the lease Is kept in effect by payment of the shut-In oil or gas royalty, oil or gas is 
sold and delivered In paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed In the same producing 
reservoir, or in any case In which drainage Is occurring, the right to continue to maintain the lease by paying the shu l-In oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royal ty 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 marlcet value of production from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1 ,000) feel of the leased premises. The compensatory 
royalty Is lo be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) lo 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 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 wilhln thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are nol timely paid will acaue penalty and Interest In accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Nolwilhstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and In marl<eting the production thereon. 

(A) VERTICAL In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term II shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quan~ties and 320 acres 
surrounding each gas well capable of producing In paying quantities (Including a shut-In oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee Is then engaged In continuous drilling or reworking operations, or (2) the number of acres Included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so thai less acreage Is thereafter allocated to said well or wells for 
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production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated 10 said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, ex/sUng pipelines and other existing facilities on. over and across all the lands described In Paragraph 1 hereof ("the retained lands"), for 
access lo and from the retained lands and for the gathering or transpor1ation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term It shall 
further terminate as to all depthS below 100 feet below the total depth drilled (hereinafter "deeper depthS1in each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus orip!nally 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 10 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas Is produced In 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as 10 each well shall, as nearly as practical, be In the form of a 
square with the well located In the center thereof. or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified ropy of same, shaH be filed In the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules In effect on the date the release Is filed. If Lessee falls or refuses 
10 execute and record such release or releases within ninety (90) days after being requesled 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 10 be released hereunder and reoord such 
Instrument at Lessee's expense In the county or counties where the lease Is located and In the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WEU S. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent In control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced In commercial quantities within 1,000 feet of the leased premises, 
or In any case where the leased premises Is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory o ffset obligation may subject this lease and the owner of the soli's agency rights to forfeiture. Only upon the determination 
of the Comm issioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. Lessee Is prevented from complying with any express or Implied covenant of this lease, 
from conducting drilling operations on the leased premises. or from producing oil or gas from the leased premises by reason of war. rebellion, riots, 
strikes, acts of God, or any valid order. rule or negulation of government authority, then while so prevenled, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages lor failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee Is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing In this paragraph shall suspend the payment of delay rentals in order to maintain this lease In effect during the primary term 
In the absence of such drilling or rewor1dng operations or production of oil or gas. ~ \?.O? . 

19. WARRANTY CLAUSE. 'file e•~Aer el lhe eel! · ~ffiiRIB aRII agraee Ia lleleRII ~lie Ia IAa lease~ pFa~lse&. If the owner of the SOli defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the SOli In the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. II the owner of lhe 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 royalties and rental herein provided to be paid to the owner of the SOli shall 
be paid to him In the proportion which his Interest bears to the enUre undivided surface estate and the royalties and rental herein provided 10 be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Olllce, Lessee or his authorized representative must submit to the Convnlssloner of the 
General Land Office a written statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease, less the propof1lonate development and production cost allocable to such undivided Interest However, in no event shall 
the Commissioner of the General Land Office receive as a royally on the gross production allocable to the undivided Interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. II, during the primary term, a portion of the land covered by this lease Is lnduded within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil In accordance with Natural Resources Code Sections 
52.151-52.154, or If, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shaU be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, II after the expiration of 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 of the soil; provided, however. Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for 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. 
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23. PIPELINE DEPTH. When requesled by the owner of the son. Lessee shall bury liS pipelines below plow depth. 

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

25. POLLUTION. In developing this area, lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Withoul 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, lessee shall use all means at Its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. lessee shall build and 
maintain fences around iiS slush, sump, and drainage plls and tank batteries so as to protect livestock against loss. damage or Injury: and upon 
completion or abandonment of any well or wells, lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans. botUes, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near liS original condition and contours as Is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph,lessee shall have the right to remove machinery and fixtures placed 
by lessee on lhe leased premises, Including the right to draw and remove casing, within one hundred twenly (120) days after the expiration or the 
termination of this lease unless the owner of the soil graniS lessee an extension of this 120-day period. However, lessee may not remove casing from 
any well capable of producing oil and gas In paying quantities. Additionally, lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soli. The owner of the soli shall become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the tenns of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the nghts and estates of either 
party to this lease may be assigned, In whole or in part, and the provisions of this lease shall extend to and be binding upon lhelr heirs, devisees, legal 
representatives, successors and assigns. However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of 
lessee, diminish the rig hiS, privileges and estates of lessee, Impair the effectiveness of any payment made by Lessee or Impair the effectiveness of any 
act performed by Lessee. And no change or division In ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) fumlshes the Lessee with satisfactory written evidence of the change 
In ownership, Including the original recorded munlments of UUe (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease Is assigned In Its entirely as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered: however, If the assignor or assignee does not file a certified 
copy of such assigrvnent In the General Land OffiCe before the next rental paying dale, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all righiS and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, Including any llabliUes to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a), If the owner of the soli acquires this tease In whole or In 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease Is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as If II were made to the owner of the soli If the 
assignee Is: 

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

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any tlme execute and deliver to the 
owner of the soli and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have acaued 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 counly where the land Is situated. and the recorded instrument, or a copy of the recorded instrument certified by the Counly Clerk of the 
counly In which the instrument Is recorded, must be filed In the General Land Office within 90 days of the last execution date acoornpanled by the 
prescribed filing fee. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been Included In lllls Instrument, 
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral 
agreements concemlng the development of oil and gas from the leased premises which are not contained In this lease render this lease Invalid. 

31 . FIDUCIARY DUTY. The owner of the soli owes the State a fiduciary duly and must fully disclose any facts affecting the State's interest in 
the leased premises. When the Interests of the owner of the soil conflict with those of the State, the owner of the soli Is obligated to put the State's 
interests before his personal interests. 
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32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum within thirty days after It becomes due, or If Lessee or an 
authorized agent should knowingly make any false retum or false report concerning production or dril ling, or II Lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or If Lessee 
should tan to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or If Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fall or refuse to give correct Information to the proper authority, or knowingly fall or refuse to fumlsh the General 
Land Office a correct log of any well, or If Lessee shall knowingly violate any of the material provisions of this lease, or if this lease Is assigned and the 
assignment Is not Oled In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he shall forfeit same when suffidenUy Informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and al rights thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security Interest In all leased minerals In and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used in connection with the production or processilg 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 Lesseo's breach of 
any covenant or condition of this lease, whether express or Implied. This len and security Interest may be foredosed with or without court proceedings In 
the manner provided. in the Tide 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowiedge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior Uens arising from and relating to Lessee's activities upon the abov!Mlescribed property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation Is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

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 or mineral Interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Convnlssloner of the General Land Office 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 soil agrees that the Inclusion of this provision In this lease satisfies the 
execution requirements stated In Texas Natur:JI Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the Stale of Texas and the owner of the soil, their offocers, employees, partners, 
agents, contractors, subcontractors, guests, Invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages Is sought, Including, but not llmlled 10, all losses and 
expenses which are caused by the activities of Lessee, Its officers, employees, and agents arising out of, lnddental to, or resulting 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 of the terms or provisions of this 
Agreement, or by any other negligent or strlcUy liable act or omission of Lessee. Further, Lessee hereby 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, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal Injury (Including death), costs and expenses, or other harm for which recovery of damages 
Is sought. under any theory Including tort, contract, or strict liability, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with 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 rrom Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission or Lessee, Its directors, officers, employees, partners, agents, contractors, subcontractors, guests, lnllitees, and their 
respective successors and assigns. Each assignee of this Agreement. or an Interest therein, agrees to be liable lor, 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 with 
the activities 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.£XISTING CONDITION.S), STRICT LIABILITY, OR THE 
NEGLIGENCE OF AJoiY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL. HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, Including soli, 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 permit 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 "Hazardous Substance• Is defined In the Comprehensive Envlrorvnental Response, Compensation and Liability Act 
(CERCLA). 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, stale, or local law or regulation \Hazardous Materials1. 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 SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNLlER 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, PENAL. TIES, 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, REMEOY 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 
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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 statutes and amendments thereto, and If any provision In this lease does not conform to these 
statutes, the statutes will prevail over any nonconfonming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and 
In the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shan 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 part of the leased premises Is located, and certified copies thereof must be filed In the General Land 
Office. This tease Is not effective until a certified copy 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 consideration paid or promised for execuUon of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

40. EXHIBIT "A". This lease Is made subject to the geological and seismic requirements attached hereto as EXhibit "A". 

LESSEE: PPC ENERGY, L P., BY ITS MANAGING GENERAL PARTNER, 
PRIEST PETROLEUM CORPORATION 

BY:~ 
Title: __,R;,O<JY<..:O,.,.,_,P'-'rl"'a':'s"'t '"'P-'r,.as..,l,.da21n,.,t ______ _ 

A{?(t. : \ S , 'LOo~ Date: 

STATE OF TEXAS 

NAME: /VI AR..Y f(ALfJ/ LOIJJf._ 

TITLE: M flNA&l N& Pfl£..1/'J~ 

Data: f1 0( i [ J , J-..0 0 (p 
r ' 

STATE OF TEXAS 

COUNTY OF HARRIS 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared _ _,R,O._Y.....,.O:..... P'-'R..,t,E""S""T ______________ _ 

known to me to be the person whose name is subscribed to the foregoing Instrument as 

THE MANAGING GENERAL PARTNER OF PPC ENERGY. L.P" 

PRESIDENT OF PRIEST PETROLEUM CORPORATION, 

a Texas limited partnership, and acknowledged to me that he executed the same for the purposes and consideration therein expressed, In the capacity 

stated, and as the act and deed of said limited partnership. 

Given under my hand and seal of office this the~ day of .c::=-~~=t=--~ 

DOZY CRYER 
Notal'( Public. State of Texas 

My Commission Expires 
January 30, 2010 8 
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STATE OF TEXAS (ACKNOWLEDGMENT) 

COUNTY OF HARRIS ) 

BEFORE ME. the undersigned authority, on this day personally appeared fJ/ A /).. Y {( ~ L. P J./ {., 0 {).) L 
known to me to be the person whose name Is subscribed to the foregoing Instrument as m tl N" 61 AJ & p fl It 1 N f. (( 
of LOWE ROYALTY PARTNERS. LP a __________ limited partnership, and acknowledged to me that he/she executed the 

same lor the purposes and consideration therein expressed, In the capacity stated, and as the act and deed or said limited partnership. eD · 
Given under my hand and seal of olllce this the _3 _ _ day or A ~ . . 2006. 

~ 

·~ ®' KAlliLEEN C. NORBERG ~J, • • . NoWY PUbllo, Statt ol TtUI 
y~ . • ' • . My QctnmltfiOII ~ 

MARCH 4, 2010 
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Exhibit "A" 

Attached to and made a part of that certain Oil and Gas Lease 
dated effective April 3. 2006 as entered into 

by and between Lowe Royalty Partners, LP and PPC Energy, L.P. 

GEOLOGICAL REQUIREMENTS 

Please furnish the following information to the addresses as indicated below: 

WELL & GEOLOGICAL & 
INFORMATION TO: 
Maralo, LLC 
Attn: Daniel Stephens 
5151 San Felipe, Suite 400 
Houston, Texas 77056 

713-622-5420 ext. 210 

dstephens@maralo.com 

REGULATORY DATA 
AND FORMS TO: 
Maralo, LLC 
Attn: Fred Sander 
5151 San Felipe, Suite 
400 
Houston, Texas 77056 
713-622-5420 ext. 208 

LAND INFORMATION 
and AGREEMENTS TO: 
Maralo, LLC 
Attn: Kathy Norberg 
5151 San Felipe, Suite 
400 
Houston, Texas 77056 

713-622-5420 ext. 204 

fredsander@maralo.com kathynorberg@maralo.co 
m 

Required Data: (One Copy Each) 

1. All regulatory body forms 5. Copy of Title Opinion(s). 

2. Final mud logs (logs can be faxed to (713)960-1672 or 6. UniUCom Agreements, etc. 
emalled to danlelstephens@maralo.com). 

3. Field and final prints and LAS format floppy disc of all 
open hole logs and any other logs. 

4. DST with fluid and gas analysis. 

Daily Requirements: 

To 

GOGK 7 ~ !:J 

DIVISION ORDER AND 
TITLE DOCUMENTS TO: 
Maralo, LLC 
Attn: Bill Solomon 
5151 San Felipe, Suite 400 
Houston, Texas 77056 

713-622-5420 ext. 203 

billsolomon@maralo.com 

Fred Sander at fredsander@maralo.com 
DRILLING REPORT via E-MAIL Daily by 9:00a.m. !!m.!2 

Daniel Stephens at danielstephens@maralo.com 

DRILLING REPORT via FAX Daily by 9:00 a.m. Fred Sander at 713-960-1672 

Other Requirements: 

1. 

2. 

Notification prior to DST, logging and coring to one of the following people: Daniel Stephens or Tom Martinsen at 
713-622-5420. 

Open Hole Log Delivery: 
If using Schlumberger, have Schlumberger send .LAS and .PDS file to Maralo LLC's drop box at Schlumberger's 
website (slb.com)- otherwise email .LAS file to danielstephens@maralo.com and fredsander@maralo.com. 
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3. Monthly production and sales reports should be sent to Machelle Shigley at 5151 San Felipe, Suite 400 Houston, 
TX 77056 or em ailed to mshigley@maralo.com . 

4. All land/title related information/documents should be sent to Kathy Norberg at 5151 San Felipe, Suite 400 
Houston, TX 77056 or e-m ailed to kathynorberg@maralo.com . 

5. All title opinions, including division order title opinions, should be sent to Bill Solomon at 5151 San Felipe, Suite 
400 Houston, TX 77056 or e-malled to billsolomon@maralo.com . 
of seismic prospect. 

SEISMIC REQUIREMENTS 

Should you or your contractor conduct seismic operations on the leased premises the following shall apply: 

1. Lessor does not warrant title to the leased premises and Lessee will be solely responsible for all of its operations 
hereunder. In connection therewith, Lessee shall pay Lessor for and indemnify and hold lessor harmless against any and all 
loss, damage, liability, cost or expense, including fines, penalties, and reasonable attorney's fees, on account of injuries to or 
death of persons, damage to property of any kind, pollution or other damage to the environment or the violation of any law, rule 
or regulation, arising wholly or partially out of or in connection with or resulting from the exercise of any of the rights granted 
herein or any action hereunder by lessee its agents, employees, contractors, subcontractors or other representatives, 
irrespective of any negligence, strict or absolute liability or fault of lessor and In the event of any suit or other proceeding against 
lessor on account thereof, lessee shall, at lessor's request, appear and defend same, and lessee shall pay any assessment or 
judgment which may be rendered against lessor therein. 

2. Lessee will notify Lessor when and where operations are to begin. 

3. Lessee will provide evidence of adequate insurance. 

4. If lessor owns the surface of the leased premises lessee will restore the leased premises to its former condition Insofar 
as reasonable. Every effort will be made by contractor to minimize damages. 

5. Thirty (30) days after completion of lessee's seismic operations across the leased premises lessee agrees to furnish 
lessor free of cost with the following data across the leased premises and within one mile of the leased premises: 

a) Maps: 1"- 2,000' base showing all shotpoint and receiver stations within the permitted area. In the case of a 
3-D Survey, a 1"- 2,000' base showing location of all final 3D migrated in lines and cross-lines within lessee's 
or lessee's contractor's permit outlined on the attached plat. 

b) Support Data: Observer reports and a SEG-P1 diskette for all shots and receivers contributing to CMP's under 
the lessee's or lessee's contractor's permit outlined on the attached plat. 

c) As soon as the final data processing is available to lessee, lessee agrees to furnish lessor, free of all cost, a 
tape of the final migrated dataset, a tape of the D.M.O. stacked dataset, and a floppy disk of the D.M.O. 
stacking velocities. Lessee further agrees to fum ish lessor field tape copies of all shots contributing to CMP's 
under lessee's permit outline. All tapes need be in SEG Y format (9 track tapes for field data and 8mm or 9 
track tapes for stacked/migrated data) or whatever media are mutually acceptable. Please furnish a copy 
thereof to the attention of Tom Martinsen, 5151 San Felipe #400, Houston, Texas 77056, no later than ninety 
(90) days after completion of seismic prospect. 

6. Lessee will furnish to lessor the information and data requested above, provided lessor acknowledges that lessee shall 
not be responsible for or held to account to any party for the accuracy of such information or data. 
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FAX OFFICE 
(432) 684-7933 

T . VERNE D WYER 
OIL & G AS INVESTMENTS 

5CXJ WEST WALL. SUITE 31 0 
MIDLAND. TEXAS 79701 (432) 684-4032 

August 15, 2005 

Certified, Retu rn Receipt Req uested 

Commissioner of the 
Texas General Land Office 
1700 North Congress Avenue 
Room 640 
Austin, Texas 78701 

Attn: Minerals and Leasing Department 

RE: Req uest for Approval of Oil and Gas Lease Dated August 1, 2005, Covering the 
NE/4NW/4 of Section 12, Block 57, Townsbip 2, T&P RR Co. Survey, Reeves 
Coun ty, Texas (Mineral C lassified Lands) 

Gentlemen: 

P lease fi nd enclosed for your review a certified copy of the referenced Oil and Gas Lease 
by and between the State of Texas, acting by and through its agent, William Edward LaSell, 
a/k/a Bill LaSell , Individually and as Personal Representative of the Estate of Jean Hamilton 
LaSell, Deceased, as Lessor, and PPC Energy, L.P., as Lessee, said lease being recorded in 
Volume 708, Page 92 of the Official Public Records of Reeves County, Texas. The specific 
information requjred by your office is set forth below: 

1) The Lessor shown above is the owner of a fifty percent (50%) interest 
under the lands included in the lease. 

2) The bonus paid for the lease is $ 100.00 per net acre. 

3) The lease provides for a primary term of three (3) years. 

4) The paid-up rental per acre is $ 1.00 per net minera l acre per year, as set 
forth on Exhibit "A" attached to the lease. 

5) The royalty is one-fifth (1 /5). 

•• • • ••• • • • • • • • • • • • • • • • • • •• • • • • • • • • • • • • •• • • ••• • • • • 
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Commissioner of the 
Texas General Land Office 
August 15, 2005 
Page Two 

As required, you will also find enclosed the fo llowing checks: 

Priest Petroleum Corp.'s check number 1038 dated August 1, 2005, in the 
amount of $ 1 ,020.00, payable to the Texas Genera l Land Office, 
representing the GLO's share of the lease bonus (20 net acres x $ 100.00 
per acre = $2,000.00 x 50% = $ 1 ,000.00) and paid-up rentals (20.00 net 
acres x $1.00 per acre x 2 years = $40.00 x 50% = $20.00). 

Priest Petroleum Corp 's check number 1039 dated August 1, 2005, in the 
amount of $ 100.00, payable to the Texas General Land Office fo r the 
processing fee. 

Priest Petroleum Corp.'s check number 1040 dated August 1, 2005, in the 
amount of $25.00, payable to the Texas General Land Office for the filing 
fee. 

After this lease has been approved, please forward a letter to this office showing the 
mineral fi le number for the lease. 

Thank you for your consideration in this regard. Should you need additional information, 
or if there are questions concerning thi s matter, please do not hesitate to call me at (432) 684-
7933. 

:JWS 
Enclosures 

Very trul y yours, 

7c/~~ 
T. Verne Dwyer 
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OFFICE 
( 432) 684-7933 

Texas General Land Office 

T. V ERNE DWYER 
OIL & GAS INVESTMENTS 

500 WEST WALL, SUITE 3 1 0 
M IDLAND. TEXAS 79701 

November 9, 2005 

Certified, Return Receipt Requested 

1700 North Congress A venue, Room 640 
Austin, Texas 78701 

Attn: Mr. Drew Reid 

FAX 
( 432) 684-4032 

RE: Oil and Gas Lease Dated August 1, 2005, Between the State of Texas, Acting By and 
Through Its Agent, William Edward LaSell, a/k/a Bill LaSell, Individually and as 
Personal Representative of the Estate of Jean Hamilton LaSell, Deceased, as Lessor, 
and PPC Energy, L.P., as Lessee, Covering the NE/4NW/4 of Section 12, Block 57, 
Township 2, T&P RR Co. Survey, Reeves County, Texas 
(Mineral Classified Lands) 

Dear Drew: 

Please refer to my letter to you dated August 15, 2005, wherein a certified copy of the 
above lease was submitted for GLO approval. You subsequently advised that this lease would 
not be approved on the terms submitted unless it contains a depth limitation. 

We have secured an Amendment of Oil and Gas Lease effective August 1, 2005, from 
Mr. LaSell which adds a depth limitation to the lease, being " limited in depth from the surface to 
the base of the Brushy Canyon formation". A certified copy of the amendment which is 
recorded in 714, Page 652 of the Official Public Records of Reeves County, Texas, is enclosed 
for your review. ~ o 

i· Ul 
- 7J 

Please provide our office with the mineral file number for tills lease whefi. it 6ifs breo 
. d - ........ ass1gne . 

7 
U1 , , 

r m 
Very truly yours, 

( , 3' -c ~, 

-;rv~~--
( 

" !TI 
r:- 0 0 .. 0'1 
'../ 

T. Verne Dwyer 
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FA X OFFIC E 
(432) 684-7933 

T. VERN E D W Y ER 
OIL & GAS INVESTMEN TS 

500 WEST WALL. SUITE 3 1 0 
MIDLAND. TEXAS 79701 (432) 684-4032 

March 14, 2006 

Certified Mail, Return Receipt Requested 

Commissioner of the Texas General Land Office 
1700 North Congress A venue, Room 640 
Austin, Texas 78701 

Attn: Mr. Drew Reid 

RE: Request for Approval of Oil and Gas Lease Dated February 6, 2006, Between T he 
State of Texas, Acting By and Through Its Agent, Ann Cremin Fiala, Individually and 
as Independent Executrix of the Estate of Walter C. Cremin, Deceased, as Lessor, and 
PPC Energy, L.P., as Lessee, Covering the NE/4NW/4 of Section 12, Block 57, 
Township 2, T&P RR Co. Survey, Reeves County, Texas, From the Surface to the Base 
of the Brushy Canyon Formation 
(Mineral Classified Lands) 

Dear Drew: 

For your review and further handling, enclosed please find the following information 
pertaining to the captioned lease: 

1) A certified copy of the referenced lease which is recorded in Volume 726, 
Page 38 1 of the Official Public Records of Reeves County, Texas. The 
specific lease information required by your office is set forth below: 

• The Lessor shown above is the owner of a 5% interest under the lands 
included in the lease. 

• The bonus is $100.00 per net acre. 

• The lease provides for a primary term of three (3) years. 

• The paid-up rental is $1.00 per net mineraJ acre per year, as set forth on 
Exhibit "A" attached to the lease. 

• The royalty is 1/5. 

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



Commissioner of the Texas General Land Office 
March 14, 2006 
Page Two 

As required, you wi ll also find enclosed the following checks: 

• Priest Petroleum Corporation's check number 11452 dated February 24, 
2006, in the amount of $1 02.00, payable to the Texas General Land Office, 
representing the GLO's share of the lease bonus (2.0 net acres x $100.00 per 
acre = $200.00 x 50% = $1 00.00) and paid-up rentals (2.00 net acres x $1.00 
per acre x 2 years = $4.00 x 50% = $2.00). 

• Priest Petroleum Corporation's check number 1 1453 dated February 24, 
2006, in the amount of$1 00.00, payable to the Texas General Land Office for 
the processing fee. 

• Priest Petroleum Corporation's check number 1145 1 dated February 24, 
2006, in the amount of$25.00, payable to the Texas General Land Office for 
the filing fee. 

Upon the GLO's acceptance of this lease, please provide this office with an approval letter 
and the mineral fil e number. 

Thank you for your consideration in this regard. Should you need additional infonnatio~ 
please do not hesitate to call me at (432) 684-7933. 

:jws 
Enclosures 

Very truly yours, 

/t/~q---

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

T. Veme Dwyer 
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10667 COMMISSI ONER OF THE TEXAS CHECK NO . 114 5 2 
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ACCT VOUCHER INVOICE INVOICE 
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10667 COMMISSIONER OF THE TEXAS 06032235 CHECK NO. 11451 

ACCT VOUCHER INVOICE INVOICE 
MO/YR NUMBER DATE NUMBER 

02/06 0000014086 02/20/06 FILING FEE 022006 

GROSS AMOUNT 

2 5. 0 0 

DISCOUNT 

.00 

TOTAL FOR CHECK 
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COMMISSIONER OF THE TEXAS 

INVOICE INVOICE 
DATE NUMBER 

02/20/06 PRECESS FEE 02200 

AI 0 I tel • IJ P~U.HT N "'Ill) 7 WJI L.411a:t 171UU.,IU4ll4 I0300DC 

06032234 CHECK NO. 114s3 

GROSS AMOUNT _QISCOUNT 

100.00 .00 

TOTAL FOR CHECK 

Cor-p l / 

00~ 
r 
. 
i . 

NET AMOUNT 

100.00 

X 100.00 
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OFFICE FAX 
( 432) 684-7933 

T. VERN E D WYER 
OIL & GAS INVESTMENTS 

500 W EST W ALL, SUITE 3 1 0 
M IDLAND, TEXAS 797 01 (432) 684-4032 

April 18, 2006 

Certified, Return Receipt Requested 

Commissioner of the 
Texas General Land Office 
1700 North Congress A venue 
Room 640 
Austin, Texas 78701 

Attn: Mr. Drew Reid 

RE: Request for Approval of Oil and Gas Lease Dated April 3, 2006, Between the State 
of Texas, Acting By and Through Its Agent, Lowe Royalty Partners, LP, as Lessor, 
and PPC Energy, LP, as Lessee, Covering the NE/4NW/4 of Section 12, Block 57, 
Township 2, T&P RR Co. Survey, Reeves County, Texas (Mineral Classified Lands) 

Dear Drew: 

Please find enclosed for your review a certified copy of the referenced Oil and Gas Lease, 
said lease being recorded in Volume 729, Page 234 of the Official Public Records of Reeves 
County, Texas. The specific information required by your office is set forth below: 

1) The Lessor shown above is the owner of a 45% interest under the lands 
included in the lease. 

2) The bonus paid for the lease is 300.00 per net acre. 

3) 

4) 

5) 

6) 

The lease provides for a primary term of two (2) years. 

The second year rental, due and payable on or before April 3, 2007, is 
$300.00 per net mineral acre. 

The royalty is one-fourth (1 /4). 

Exhibit "A" attached to the lease contains geological and seismic 
requirements which were added by the Lessor. 

• ••• • •••• 
• 

•• • • • • • •• 
•••• • •••• 
• 

•••• • • •••• 
•• •• . " . •• • 



Commissioner of the 
Texas General Land Office 
Apri l 18, 2006 
Page Two 

As required, you will also find enclosed the follovving checks: 

Priest Petro leum Corporation's che k number 11384 dated January 27, 
2006, in the amount of $2.700.00, payable to the Texas General Land 
Office, representing the GLO's share of the lease bonus ( 18 net acres x 
$300.00 per acre = $5.400.00 x 50%= $2,700.00). 

Priest Petroleum Corporation's check number 11 386 dated January 27, 
2006, in the amount of $ 100.00, payable to the Texas General Land Office 
for the processing fee. 

Priest Petroleum Corporat!on' s check number 11385 dated January 27, 
2006, in the amount of $25.00, payable to the Texas General Land Office 
for the filing fee. 

After tlus lease has been approved by the GLO, please forward a letter to this office 
showing the mineral file number for th..-! lea . 

Thank you for your consideration in this regard. Should you need additional information, 
or if there are questions concerning this matter, plcru.e do not hesitate to call me at (432) 684-
7933. 

:jws 
Enclosures 

Ver truly yours, 

7v ~--
T. Verne Dwyer 

•••• • •••• 
• 

•• • • • • • • • 
•••• • •••• 
• 

•••• • • •••• 
•••• • • • •• • 



REORO£R IC • U PAT[NT NO S ~ ~ 't 601. 5&41113. 57&5353 SMUIM. eaoooG 

10 2 1'6 THE STATE OF TEXAS 06037747 CHECK NO. 11385 ---
ACCT VOUCHER INVOICE INVOICE 
MO/YR NUMBER DATE NUM~B~E~R~---

01/06 0000013918 01/23/06 LEASE BONUS-JAN 0 

GROSS AMOUNT 

25.00 

DISCOUNT 

.00 

TOTAL FOR CHECK 

:: .. ::····.:.i.·'l··': ... 'i .. ,:,;.~~"*:k1ri:;*?r~ . -. .. ~~l~~j:~:::;:::::;::~::::::: -~\:::::::::f~/ 

NET AMOUNT 

2 5. 0 0 

X 25 00 

/ c(j{r ~ 

r 
f 

( - , - --. 
• J 

"· 
•••• • 

··~· 

•• • . ~ . 
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REORDER 11:. • U PATlHT N< 5641113. S1UlSJ J64. t«V''OCC 

10216 ~--T_HE STATE OF TEXAS __ 0 6 0 3 7 7 4 6 CHECK NO. 11386 ----------- ----------- -----, 

ACCT VOUCHER INVOICE 
MO/YR NUMBER DATE 

01/06 0000013917 01/23/06 

INVOICE 
----~N~U~M~BER GROSS AMOUNT 
LEASE BONUS/JAN-0 100 . 00 

DISCOUNT 

. 00 

TOTAL FOR CHECK 

: .·.'_:_: ___ :_·,•,·_.·'· _.·,: __ .'._.·'i._.:!,·, .. :_~.: ... ;****~~-1::**-::;:::;=::::~,,,·,·~r•·''·l __ ,._,·.·.:·i_,··,,,,,,,,,l.!.;.ln 
' '''\:,::/~} ::::::\,:,:;{~f 

-r , 

NET AMOUNT 

100 . 00 

" ) 
.c-

~ -
r ) 

"· ' - J 

-) 

7 
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f:'(ORD£RIC" •l.lo PA "fTN( ~ 71 .. ttD.178$3535 IOlOOOC 

10216 THE STATE OF TEXAS 

' AC CT VC~CHER INVOICE INVOICE 

Q 6 Q 3 {{lt5- -. ___ C_H_EC_K_ N_O. 11 384 

_A_M_O_U_N T l 
MO/YR NUMBER DATE NUMBER 

01/06 0000013916 01/23/06 LEASE BONUS J AN-0 

GROSS AMOUNT 

2700.00 

DISCOUNT NET 

. 00 

TOTAL FOR CHECK ~ 
2700 . 00 

2700.00 

H,e:J \>l-1- Cur 
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"" • 
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BOOK .. ~ 14 652 PAGE 

.. FILE/I 4 756 

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

• •• •• •• • • 
• 

• •••••• • • 
• •••••• • • 

AMENDMENT OF OIL AND GA LEASE 

STATE OF TEXAS 

COUNTY OF REEVES 

WHEREAS, reference is hereby made to that certain Oil and Gas Lease dated August 1, 
2005, between the State of Texas, acting by and through its agent, William Edward LaSell, 
a/k/a Bill LaS ell, individua lly and as Personal Representative of the Estate of J ean H amilton 
La ell, deceased , as Lessor, whose address is 9374 Rain tree Drive, Columbus, Indiana 42701, and 
PPC E nergy, L.P., as Lessee, whose address is 440 Louisi?.:1a, Suite 430, llouswn, Texas 77;)02, 
recorded in Volume 708, Page 92 of the Official Public Records of Reeves County, Texas 
(hereinafter referred to as the " lease"). 

NOW, THEREFORE, for and in consideration of the sum of TEN AND OTHER 
DOLLARS ($1 0.00) and other good and valuable consideration, the receipt and sufficiency of which 
are hereby acknowledged, it is agreed between the Lessor and Lessee that the lease shall be amended 
as follows: 

T he legal description of the leased lands as shown in Provision #J of the lease 
(Gra nting Clause) sh all be deleted in its entirety and replaced with the following 
description: 

" Block 57, Township 2, T&P RR Co. Survey 

Section 12: NE/4NW/4 

limited in depth from !he surface to the br.se of tbc Brushy Canyon formation .. 

Except as amended hereby, said lease shall remain unchanged, and for the consideration 
above recited, Lessor hereby ratifies, confirms and adopts said lease as hereby amended, and 
acknowledges that the same is valid, subsisting and in full force and e ffect. 

This agreement shall be binding upon and shall inure to the benefit of the respective heirs, 
successors, legal representatives or assigns of the parties hereto . 

. , ,...,..,. 
EXECUTED this _ <:>L_ -' __ day of September, 2005, but effective for all purposes as of 

August I , 2005 . 

LESSOR: 

LESSEE: 

William Edward LaSell, a/kla Bill LaSell, 
Individually and as Personal Representative of the 
Estate of J ean Hamilton La ell, Deceased 

PPC E ERGY, L.P. 

/ " 

By'~ 

Page 1 or 2 

True and Correct 
copy of 

Orig1nal filed in 
Reeves County 

Clerks Office 
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STATE OF INDIANA } 
} 

COUNTY OF BART HOLOMEW } 

8001{ 71 4 PAGE 
: \ 

I 51--
This instrument was acknowledged before me on the ;( - day of September, 2005, 

by Willia m Edward LaSell, alk/a Bill LaSell, Individually and as Personal Representat ive of 
the Estate of J ean Hamilton LaSell, for the purposes and consideration therein recited and in the 
capacities therein stated. 

STATE OF TEXAS 

COUNTY OF HARRIS 

Notary Public, State of lndiana 

.,»»>»>»»»»>»>»>»>»»>»>»»». »>>»>»>>~, :. L. Sue Adams . ~ 
•: Notary Public.Stato Qf\\oOJ.ana . ~ 
: · Bartholomew G.6untY · ' > 
:: My commission El\Pires 4·9·2008 ~ 
: ~111111111111111111111111111(1~11~111111/lllllllllll) . 

•, 

This instrument was acknowledged before me on the I Olli day of Otl'b~f( 
2005, by Roy 0 . Priest, as President of PPC Energy, L.P., a Texas limited partnership, who 
acknowledged to me that he executed the same for the purposes and consideration therein expressed, 
in the capacity therein stated, and as the act and deed of said limited partnership . 

4~~~m?:~, STEPHANIE LYNN DETTLING 
f : : \ NotOIY PubiJC. State ol Texas 
\•). ..-_. ; My Cornm.ssion Elcpres 
··,~.~f.~~~/ February 04, 2006 

--------- ---

Fll.E N0.__;4;!.7.!....5=6 __ 

, DEPUTY 

l ~WJ 110 ftM/4= tLti1Jt 
'N"ot Public, ate of Texas 

JJft r!ruVI>•lo·' tl(l't , ' · .• • u . . >All RHITAt.. 
OII U~ ~· ": •o:... < • '" : . 'I.AUS£ I)> COlDt 
041 RAtl u .... ~ '· " · ., . 
w 

- · " • ··~W lilJtMI. 

OCTOBER A. D. 2005 10:00 A . 11 . 

DIANNE 0. FLOREZ , COOMTY CLERK 
REEVES COOMTY , TEXAS 

True and Correc• 
copy of 

Original filed i' 
Reeves Cou,. 

Clerks Of1 

653 



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

The above and foregoing is a full, true and correct photographic copy of the 
original record now in my lawful custody and possession, as the Sli!J1~ is 
filedlrecorp~ jp the publi,c ,[lll<ords of m~ oHicet found m VOL I 14 . 
PAGE_b_~_L, THRU b:>.:S . UFF C~cb:InlliTt 

1 hereby cenifled on OCTOBER 25 , 2.ill>5 

.. 
•, 

•• • • • • • 
•••• 

0 I 

•••• 
• 

• • • • • • . .. ' 
• •••••• • • 

• ••• • •• • • 
• •••••• • • 



TEXA§ 

August 8, 2006 

ATTN T. VERNE DWYER 
PRIEST PETROLEUM CORP 
440 LOUISIANA ST. SUITE 430 
HOUSTON TEXAS 77002 

GENERAL LAND OFFICE 
JERRY PAITERSON, COMMISSIONER 

Re: RELINQUISHMENT ACT LEASE NO. MF105826. 

SECTION 12: NE/ 4 NW/ 4,BLOCK 57, TOWNSHIP 2, T&P RR CO. SURVEY, 
CONTAINING 40.00 ACREs ; ,;Reeves County, Texas 

Dear Mr. Dwyer, 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
appro~ed and fi led in our records under mineral file number MFlO s 82 6 . Please refer to tllis number 
in all future correspondence concerning the lease. 

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

Sincerely, 

.btv-v 2e.~ 1.1 / 
Drew Reid ~ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 
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Permit Summary Page 1 of 1 

I 

I 

I 

I 

Permit Hub Page ! drillinginfo 

Permit Summary r Report a Problem 

API Number:l~2-389-32373 II Lease:IILASELL STATE I 
O~erator:IIPRIEST PETROLEUM CORPORATION II Total De~th:l~300 I 

Date lssued:IQul 28, 2005 II Well Number:l13 I 
Location:IIReeves Count:r. Texas II T:r~e I Status:IIT:r~e: Active Permit, Status: well location I 

Relat ional Data 

Permit Detail- The permit as filed. 

Well History I One-Page Production Summary - A complete history of this well broken out by lease. 

Related Filings - Links to all permits, completions, production for this well bore. 

Strati raphic Column - Image of the stratigraphic layers near this well. 

~ Data - USGS based play information near this well . 

Well Log~ - Find out what logs are available and order them online. 

Well or Field Research - Send a researcher to find more data. 

Tag this element- Add your own proprietary data to this Dl element with M.ylnfo. 

Items of Interest in this Area 

Fusselman/Devonian Midland Basin 
1,317 wells,11 markers,cores,thinsections,maps,x-sections 

Siluro-Devonian of the Northern Tobosa Basin 
3,200 wells, 19 markers, cores,maps,fld. maps,x-sections 

Local Expert Listings 

~Dm 
G!oOigtla lnfcmabCX\ LLC 

~Dm 
G€oDigtlallnforllldbCX\ LLC 

Looking for an ex pert in this area? Check out Drillinginfo's new "Local Expert Listings" to find a 
consultant who does work in this county. Just pick a category below. 

Drilling Engineer I Geologist I Geophysicist I Landman I Reservoir Engineer 

help 1 about us 1 contact us I careers 1 advertise 

© 2007 Drilling Info, Inc. All rights reserved. All data and information is provided "As Is" 
and subject to the subscription agreement. 

Close 

http ://wwwO.dri ll inginfo.com/c lickPermi t. iso?id=894786&hashcode=4x l421 184z41 k6n31... 3/12/2007 



Pe1111it Detail Page 1 of 1 

·· Well Permit Details r Report a Problem 

View permit: PDF Document 1 

Buy_a Jaxe_Q_copy of the onginai perm1t and plat Find research services 

Purpose of Filing: 
Drill : Yes , Deepen Below: No, Deepen Within : No 
Plug Back: No, Reenter: No, Horizontal : No 
Directional: No, SideTrack: No, Amended Permit: No 
Recomplete : No 

API #: 42-389-32373 
Permit#: 603790 
Rule 37 case: 

Received Issued 
Unknown 07/28/2005 
RRC Operator# RRC District# County of Well 

677560 8 Reeves 
Operator Name 

PRIEST PETROLEUM 
CORPORATION 

Lease Name 
LASELL STATE 

RRC Lease/ID # Well# Total Depth 
3 6300 

440 LOUISIANA STE 430 Section Block Survey Abstract# 
12 57 T2 T&P RR CO/THOMAS, P 5701 

HOUSTON, TX 77002 Located : 3.4 miles in a N Direction from ORLA 

Distance from Proposed location to nearest lease or unit line: 
Number of contiguous Acres in lease: 80.0 

Fields 
Field Name: MATTHEWS (LOWER CHERRY CANYON) Field Number: 58327500 (Oil) 

Field Name: MATTHEWS (BRUSHY CANYON) Field Number: 58327075 (Oil) 

Perpendicular surface location from two nearest designated lines: 
Lease/Unit: 467.0' N & 467.0' E 
Survey/Section: 467.0' N & 2200.0' W 
Is this a pooled unit? No 
Rule 36 (Hydrogen Sulfide area)? No 
Remarks: 

Substandard Acreag e? No 
Form h-9 filed? No 

Name and Title: TIFFANY 
GRANT 

lfOTAL NUMBER OF WELLS IN THE MATTHEWS (BUSHY 
CANYON) ARE CHARGED FROM 3 TO 2 PER TIFFANY 
GRANT, SO THIS FILING IS NO LONGER A RULE 38. Dl USE: 
3,12,13 

Phone Number: 432-620-9181 

Computed Lat: 31.867729 Long: -103.916801 
Back 

help 1 about us 1 contact us 1 careers 1 advertise 

© 2007 Drilling Info, Inc. All rights reserved. All data and information is provided "As Is" 
and subject to the subscription agreement. 
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API No 
42-389-32373 RAILROAD COMMISSION OF TEXAS FORM \V-1 07/2004 

Drilling Perm11 # OIL & GAS DIVISION 
603790 Permit Status: Approved 

SWR E<ecpuun faso:IOock~l No. 
APPLICATION FOR PERMIT TO DRILL, RECOMPLETE, O R RE-ENTER 

This fnc.fimll<• IV-I wn f grncmt<•d clrctrnnlcnlly [rum rlntn sub111ill~rlto th~ 
1/RC. A urtrficnlion of I he ou/onwtcd dntn is m •uo'lablc in thr RRC's Ausrin 

I. Rll(' Operator No. 2 Operator's Name (as shown on form P·S. Organization Repmt) 3 Up~rltur Address (includ~ street. coty, stale, 7op)· 

677560 PRIEST PETROLEUM CORPORATION 
4. Lease N~me 

LASELL STATE I S. Well Nn 
3 

_GE~ERAL INFORMATION 

6. PurptMc of filing (mark AI I. approproat~ boll.e.~) · IXJ New Or ill 0 R«ompletoon 0 Rcclass 0 l'ield I ransfer 0 Re-Enter 

0 Amcn<lcd 0 Amended "'Drilled (BHL) (AI<o File Form W- ID) 

7. Wcllhorc Profile (mark AU. app<opnate boxes): [X) Vert~eal 0 llonzontal (Also Ftle Form W-I ll) 0 Directional (Also Ftlc Fonn \V. II)) 0 Sidetrack 

8. 1 otul Depth 1 9. Oo you have the right ro uevelop the 00 Yes 0 No 1 10 ls thas well suhjccl lo Statewide Ruk 36 (hyurogen sulfKk arca)'r 0 Yu IX! No 6300 minerals under any nght-of-way? 

SURFACE LOCATION AND ACREAGE INFORMATION 
II KK(' D"trict Nn 1 12 County I 13. Surfac~ l.o<:ataon !XI Lanu 0 0 0 Offshor~ 08 REEVES llay/Estuary Inland Warcrway 

14. Tlu> " ell" to be located 3.4 miles 10 a N d1rcction from Orta which is the near~st tnwn an the county nf th<: well :.~re. 

15 !'icctaon 116. Block 117 Survey 118 Abstract No 19 Oist:mcc tu nearest lease hnc: 20 Numlxf of contiguous acres in 

12 57 T2 T&P RR COfTHOMAS, P A-5701 467 n. !cot.,c, pooled unit, or unit i7.cd tract 80 

21 l.c:a>c Pcrpcndicub,.. 467 0 from th~ NORTH hoe and 467 n from rhe E line. 

22. Survey Perpcnd~<:ulars : 467 n from the NORTH hne and 2200 n from the WEST hne. 

23. 1.• thts a pooled unn'! Dves ~ Nn 1 24 Unotizatoon Docket No· 1 25. Arc you applying for Sub>1andnrd Acrc:tgc Field? 0 Yes (au:ach Form W- IA) ~ 0 

FIELD INFORMATION Lltt all fleldt of anticipated completion Inc luding Wildcat. List one zone per line. 
26. I!R(" 27 Fidd No. 28. Facld Name (exactly as shown m R.R(" re<ord.~) 29. Well Type 30 fomplctoon Depth 31 Dl>tlnce to Nearest )2 Number of \V~IIs nn 
Oistnct No Well m th•s Reservotr thas lea:;c 1n thiS 

Reservoir 

08 58327075 MA TIHEWS (BRUSHY CANYON) Oil Well 6300 1215.00 2 

08 58327500 MATIHEWS (LOWER CHERRY CANYON) Oil Well 6300 1215.00 3 

BOTTOMHOLE LOCATION INFORMATION Is required for DIRECTIONAL, HORIZONTAL AND AMENDED AS DRILLED PERMIT APPLICATIONS 
B11mark, CIUllfl!<illll: 
[RRC STAFF Jul ?6. 2005 11 .52 AM) Total number of wells in the Matthews (Brushy Canyon} are changed from 3 to 2 per I ccrufy th~l mfunnation st~tcd tn thiS applic.1ttun ts true and complete, to the 
Tiffany Grant, so Chls f~ing is no longer a Rule 38. best nf my kroowlcdsc. 

Tiffany Grant, Office Manager 
Regulat~ Jul 21,2005 

Name ofliler Oa~ submoned 

RRC U• e Only Data Vali&taon Time Stamp: Jul 28, 2005 11·52 AM( 'As Approved' Version) 
{432}§209181 tgrant@cambrianiTIQmt.com 

Phon~ E-mao l Addrm (0Pl10NAL) 

Page 1 of 1 



TOPOGRAPHIC LAND SURVEYORS OF TeXAS 
Svrwring onrl Mopping for lh• (n~,. lndlll ff)' 

ZfOl H. IJOO SI'AI'IQ • utOVH:), T(>.A$ 7171l' 
lt~..tJ>HONa. C• JZ) U2-l~l. (I!OU) 761- I,D. fAJC ( •J~ t 62 - lhl 

R(f)I[S County, Texas 

Description 4§7' fi'!L U.2...,0"'o_· ..:..F'WL=---- ---

SEcnoH I 'l BLOC I( 57, 1-2 I c1c p, RR, CO SURVEY 

•->C:lt ~- 1 1 9 ---
ru oco 

"-1011 

I lol. (U•~in 11 

2 

11 12 

HOO Z7 TC 101j( 
~ • !875~2 
Y • 81~H 

I,J.l : N JI.B67SJ.ll 
L \lNG • Yl I 03.9 : 72004 

I • 

__ ._ 

J • I • 

Bj.K. 57, T-2 

T. & P. RR. CO. 

_ __,_ . .. u uLH, 

t 
- N-
j 

12 

..... ,. 
12 7 

7 • /fOCQ 

J . 1.1 £• 11'rlin9 Tuoco 
tA1 lt<tt~ t- MM .,., cotthtty t\_., tl" 1M 4'....,_. • t<'Ctt~ht I t 
ttt. bt-r\ .n~e~ ~ r~oldl. ~ 1"0 ott.r 4101 1 f.~, 10 vi. 

1J 

:~ .. ~,;,~ ~,...:..:, '!"Q..~·~,d~ Dole Slohto _ _ _,.J,.V..,LY~......~a,__,2...,o..,o..,s<----

Opere( or PRIEST PETROLEUM CORP, 

Lease Nome II. Well No. 

l B • · lm4 

Co'bbs " · lt}tnnt-, 
sou;, I' - 1000' ----0 ' )00' 1000' 

Croond ( lev. _ _ _s.z,.u_..2:).._· ___ Rt lt renee Stokes or _ __...,.,....._ _ _ _ ____ _ _ _ _ _ _ _ __ _ 

Allttnole loco1ion 
Good ()rill Site~ _ _ _,v...,.E.L:; _ _ Stokes Set 

To009rophy & Ve~etohon N,:\TURN,. 1.4(SQUITE PASJ\JRE 

Sesl Acmstbo:ity to loco lion fRQ\1 LCASE 'lOAQ %I l5!i' t:ASI Of IH( LOCADQN 

Oistonce !t Direction 
I rom lifo')' Jet. or l own FROM OR LA. CO NORni lltCSI 2 7 ,1411 ES ON HWY 2C:i Tt!Et,Ct NORTHEAST 1 4 

ldl~ ON )WIEO BOr.O THf:NCf SOUHjEAST 0 8 II )I ( ON I E65~ 80!\Q IHfNCf SOlJIIf Q 4 Mil f TO T!1f 

NOHI 4 Hg, ~ Of SECTION !2 

Invoice II 1 04662/Gll!lli:fi 
(.V.O 

M'ICSTA· Jp 1/05: f1IO 

CERTIFICATIOH: 

I, Wj!Jjo(!) J Kegl!ng , a Rao ;,,.,~d PraCen•onol Lond Sutvtyor, 
and on oulhor;zad oo•nl or Topooropl\;c; Lono SuNeyor&, 00 l'lar~by ce rWy ttwl 
the abo"c de• c.,.ibe d • e ll k)cOl tOn WOI ' urveyod o~ s lCk't'<' on th • q roYn<J o s 
tha• n h eroin. 
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