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

ll ~QP ~0 ~003 §.54 A:E'PP!IE 
~ 5;Qp :.JO ~005 5 54 AG!l!;t:VE 

e Sep 20 2005 60 . 90 A:E'PIVE 
D Sep 20 2005 132.88 ACTIVB 

..; EXPIRED 
v1tk- DATE ~- i::k:._-1 () 

Rentals: f/~ lEASING li&h..r In 
Lease ~ __.MAPS --..,.--­

Admin: ~ GIS ---'Rlfk~--= ~ 

Mineral~ 
Maps~\ 

STATE LEASE 

CONTROL 

07-130598 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT: 
PART 
ACRES 
DEPTH LIMITS 

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

MF106020 

BASEFILE COUNTY 

132292 - REEVES / 195 

PUBLIC SCHOOL LAND 
C19 
00 
19 

t-.1/ ~"of ~ fs 
265.78 
NO 

ANADARKO PETROLEUM CO 
Sep 20 2005 
5 yrs 
0 . 00 
1. 00 
0 .11 300000 

ATTENTION FILE USERS! 
This file has been placed in table 

of contents order. 
RETURN TO VAULT WITH 
DOCUMENTS IN ORDER! 
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Texas General Land Office 
State Lease Sale 

Cash - Compass Ban 

APC/GAR 

• • • •• • ••• 

• • • • • • • • • • • 

• • • • • • ••• 

I J--,\ 

• ••• • • • • • • • • • • • • • • • 

10/5/2005 
10714 X 300.00 

~ 

300.00 



., A r , A DARKO P E T R O LEUM C ORPO R AT ION 
TEL 8 32/ 636-1000 

P 0 BOX 1330 • HOUSTON TEXAS 77251 · 1 330 

October 5, 2005 

'" ...0 
Mr. Drew Reid ' ,. .-.(. , 

General Land Office of the State ofTexas 
1700 N. Congress Avenue 

l. 
( · / .. 

Austin, Texas 78701 

Re: Oil and Gas Lease #1 
N 9/ 16 of the S 7/8 
of Section 19, Block C-19 
PSL Survey 
Reeves County, Texas 

Oil and Gas Lease #3 
NW 9/16 of Section 4, Block 3 
H&GN RR Company Survey 
Reeves County, Texas 

Dear Mr. Reid: 

Oil and Gas Lease #2 
All of Section 40, save 
and except the SE 7/1 6 
and save and except the S/2 
SW/3 W/4, Block 2 
H&GN RR Company Survey 
Reeves County, Texas 

( 

( 

\ ,r 

I have reached agreement with the owners of the soil to purchase three separate oil and gas leases 
on the captioned land. 

Terms are as follows: 

Bonus: 
Term: 

$300.00 per net mineral acre 
5 years 

Royalty: 22.5% 
Rental: $1.00 per acre per year- Year 4 of lease $200.00 per acre 

My check in the sum of $300.00 is enclosed to cover your fee for determining if these leases are 
approved as to form and consideration. 

Sincerely /7 

~f(-~fA 
Dan Pignatiello 
Ph: 832-636-3011 

Enclosures (3) 

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

• • ••• . • • • • • • • • • • • • • • • •• ••• • • 
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·- . HAL REVIEW SHEET 

Trnactm# 4936 GeologiSt: R. Widmayer 

l.88S(I': Hill, James Robert Individually and as Co-Trustee, et al LBasaDato: 9/20/2005 u~ o 
L8SS88: Anadarko Petroleum Corporation 

lfASE IISCRFTJIN 

CIUlty PIN# 

REEVES f_tpS • t-g' t:~-· 

TERMS IFFDlfD 

Prinary T ll'flt 5 years ~ 

Bollls/ Aa-e: $300.00 J 
Ranta/ Acre: $1 .00 

Royalty: 122.5% 

A eros: 265.78 

Baso Fm No Part Sec. 11110 Twp SUrvoy 
132292 N 9/16 It 19 C19 00 PUBLIC SCHOOL LAND 

of !:. 7/s 

TERMS RECIIODIID 

PrmryTorm 5 years ~ 

BOIIIS/ Aero I $300.00 
~ 

Roota/ Aero $1.00 

Roy~ 22.5% 

Abst# 
4331 

CIMPARIIINS 

Mf# LOSS88 Data Torm Boous/Ac. Roota/Ac. Roy~ Distlml 
Lastleasa 

COOIIBlts: [4th year rental will be $200.00 per acre. 

Tuesday, October 11, 2005 



. . ~ 

RELINQUISH:tvfEN'P ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

DATE: 

Applicant: Anadarko Petroleum Corporation 

Prim. Term: 5 years Bonus/ Acre 

Royalty: 22.5% Rental/Acre 

County: 

$300.00 

$1.00 

Consideration 

Recommended: ~~ 
Not Recommended: ----

-Date: 1<2· II o~ 

Comments: 4th year rental wi ll be $200.00 per acre. 

A easeForm 

Recommended: fZN 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: c:?,.....t-12-

Not Recommended: - ---

Bill Warnick, General Counsel 

Recommended: ~ 
Not Recommended: ----

Larry Laine, Chief Clerk 

Approved: 2}' 
Not Approved : ___ _ 

Jerry Patterson, Commissioner 

Approved:~ 
Not Approv~: _ 

Date: I I /It~~!:> 
I 

Date: { !~ { lJ -05 

Date: _.._I '--'-/ /-'-1 t_{0_4 
_ _ 

Date: ?c::r A. OJ G~ 

11-0ct-05 

REEVES 



. . . 

. · 



ANADARKO PETROLEUM CORPORATION 
PO BOX 1330 
HOUSTON, TX 77251 - 1330 

j 
PAGE 1 of 1 

DATE January 12. 2006 
TRACE NUMBER 151801 
CHECK NUMBER 151801 
AMOUNT PAID· $25 00 

06024322 

\O(o o2o 
ACCOUNTS PAYABLE INQUIRIES (800) 370-9867 

II. I I II, I I, I, I I Ill, I I I I I II, II 11.1, I I. I II. I II, I II, I .II, I I .. 11 .1 
000~7 ( KS bA Ob012 - 0000~ 5 160\ NNNN 0\25100003003 XJ,~D ~ ( 

STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTIN TX 78701 - 1436 

VENDOR NO 456782 

VOUCHER/ 
BATCH# 

01-AP- 1940 

VEtiOOR ltN "' 
REMARKS 

CKRQ011006FFF 

hWOICEOATE 

01110/06 

TOTAL 
AMOUNT 

01 -109023 BONUS CONSIDERATION FOR DOROTHY JEAN KEENOM, INDIVIDUALLY AND AS SOLE 

TRUSTEE OF THE NANCY PUFF JONES TRUST AND AS SOLE TRUSTEE OF THE THOMAS HILL PUF 
F TRUST SECTION 4. BLOCK 19, BLOCK C-19, REEVES COUNTY, TX 

TOTALS 

I 

' . . •••• 
•••• . . 
•••• 
• 

•• •• • • • . 

•• • • • • • •• 

$25 00 

$2500 

PRIORPMTS 
& DISCOUNTS 

$000 

$000 

t1ET 
AMOUNT 

$2500 

X $2500 



ANADARK'O PETROLEUM CORPORATION 
PO BOX 1330 
HOUSTON, TX 77251 - 1330 

PAGE 1 of 1 

DATE January 12. 2006 
TRACE NUMBER 151796 
CHECK NUMBER 151796 
AMOUNT PAID $9 135 00 

06024317 

ACCOUNTS PAYABLE INQUIRIES (800) 370-9867 

II. I I II. I 1.111 I Ill. I II II II .. I II. Ill I •• II •• 11 .. 11. I I II. I II .11.1 
000~~ Cn ~· 01.01<! • 0000 1517% H•HN 0125 10UOOJ 003 X3,2 H ( 

STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTIN TX 7870 1-1436 

VENDOR NO 456782 

VOUCHER/ 
BATCHP 

VENOOR INV # / 
REMARKS 

INVOIC t DATE 
TOTAL 

AM IUilT 

01-AP-1909 CKRQ011006D 01/10/06 $9,135 00 
01-D818 BONUS CONSIDERATION FOR DOROTHY JEAN KEENOM INDIVIDUALLY AND AS SOLE TRU 
STEE OF THE NANCY PUFF JONES TRUST AND AS THE SOLE TURSTEE OF THE THOMAS HILL P 
UFF TRUST SECTION 4 BLOCK 19, BLOCK C-19, REEVES COUNTY TX 

TOTALS 

• 0. 
• • 0 .... .... 
• 0 .... 

• 
•• •• • • • • 

•• • 
• • 0 

0 00 

$9,135 00 

PRIORPMlS 
& OISCOUtll S 

$000 

$000 

t<ET 
AMOUNf 

$9,135 00 



ANADARKO PETROLEUM CORPORATION 
PO BOX 1330 
HOUSTON, TX 77251- 1330 

II. I I II. I 1.1 •• I Ill. I II II' II ' ' ' II ' I ' ' I ' ' II . ' II " II ' ' ' II. I ' " II ' I 
OUDSD C( S oA Ob012 - OODD~5~6D~ H'NH D12~10U00300 l X3,2Dl C 

STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTIN TX 78701 -1436 

VENDOR NO 456782 

VOUCHER/ 
BATCH# 

VENDOR INV #I 
REMARKS INVOICE DATE 

01-AP-1913 CKR0011006H 01/ 10,06 
0 1· 1 09021 BONUS CONSIDERATION FOR JAMES ROBERT HILL. INDIVIDUALLY, AND CO-TRUSTE 
E VIRGINIA GLENN HILL LATTIMORE, INDIVIDUALLY AND CO-TRUSTEE, AND JOHN A STYRSK 
Y. CO-TRUSTEE OF THE HOUSTON AND EMII/lA HILL TRUST ESTATE SECTION 19, BLOCK C-19 
REEVES COUNTY, TX 

TOTALS 

•• • • •••• 
•••• • •••• 
• 

• • • • • 

• 
•• • . . . 
• •• 

PAGE 1 of 1 

DATE January 12, 2006 
TRACE NUMBER 151804 
CHECK NUMBER 151804 
AMOUNT PAID $19 932 00 

06024333 

ACCOUNTS PAYABLE INQUIRIES (800) 370-9867 

TOTAL 
AMOUNT 

$19,932 00 

$19,932 00 

PRIOR PMTS 
& DISCOUNTS 

$000 

$0 00 

tiEl 
AMOUIIT 

-~ 
-=-
-~ 
=~ --o 

===~ = ­=o ===g -----"' ....----=.,. 
=·~ = 0 

$19,932 00 

$19,932 00 



ANADARKO PETROLEUM CORPORATION 
PO BOX 1330 
HOUSTON, TX 7725 1- 1330 

I v 

11. •• 11 .. 1.1 ••• 111 ••••• , 11 ... 11.1 •• 1..11 •• 11 •• 11 ... 11 ... .. 11.1 
OOOS4 CKS bA Ob0~2 - OOOO~S~606 NNNN 0~2S~0000 300 3 X3~2D~ C 
STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTIN TX 78701-1436 

VENDOR NO 456782 

VOUCHER/ 
BATCH# 

VENOORINVII/ 
REMARKS INVOICE DATE 

01-AP- 1919 CKRQ011 006J 01 110106 
01 -D819 BONUS CONSIDERATION FOR HILL TRUSTS, AS AGENT FOR THE WALTRIP MARITAL TR 
UST, MSW REVOCABLE TRUST AND MLH REVOCABLE TRUST, SECTION 19, BLOCK C-19, REEVES 

COUNTY, TX 

TOTALS 

.. 
• • •••• 

•••• • •••• 
• . .. 
• • • 

• 
•• • • • • • •• 

PAGE 1 of 1 

DATE. January 12.2006 
TRACE NUMBER 151808 
CHECK NUMBER 151808 
AMOUNT PAID $9,135 00 

06024334 

ACCOUNTS PAYABLE INQUIRIES (800) 370-9867 

TOTAL 
AMOUNT 

$9.135 00 

$9,13500 

PRIORPMTS 
& OISCOUI ITS 

$000 

$000 

NET 
AMOUNT 

===== 
=~ 
~ .. _ ::: 
~o = o ------g 
- ;; = ... =o = <> = 0 = ::: 
-~ 
- ;; 

$9,135 00 



ANADARKO PETROLEUM CORPORATION 
PO BOX 1330 
HOUSTON, TX 7725 1-1330 

II, I ,II II I, I II I Ill. I I I I I II. I I 11,1. I I II II II II II II, II II, I : II II. I 
0003~ ( ~~ ~· ObOl~ - 00001517~0 NIINN Olo!Sl00003003 Xl,~H ( 

STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTI N TX 7870 1- 1436 

VENDOR NO 456782 

VOUCHER/ 
BATCHN 

VENDOR INV N/ 
REMARKS INVOICE. DATE 

01-AP-1898 CKR0011006A 01110106 
01-0816 BONUS CONSIDERATION FOR HILL INVESTMENTS, LTD SECTION 19, BLOCK C-19, R 
EEVES COUNTY, TX 

TOTALS 

.. 
• • .... 

•••• • •••• 

. .. • • • 

• 
•• • • • • • •• 

PAGE 1 of 1 

DATE January 12, 2006 
TRACE NUMBER 151790 
CHECK NUMBER 151790 
AMOUNT PAID $830 40 

06024335 

ACCOUNTS PAYABLE INQUIRIES (800) 370-9867 

TOTAL 
AMOUNT 

$83040 

$830 40 

PRIOR PMTS 
& DISCOUNTS 

$000 

$000 

NE:T 
AMOUIIT 

~ = .., 
-·--o 

-~ 
--~ 
-0 

=~ __ o 

=~ 
0 --... --, 

--::: 
-0 



ANADARK6 PETROLEUM CORPORATION 
PO BOX 1330 
HOUSTON, TX 77251-1330 

/ · 

11 ••• 11 •• 1.1 ••• 111 •••••• 11. •• 11.1 •• 1 •• 11 •• 11 •• 11 ••• 11 ..... 11.1 
OOUbL C~S b A Ob012 - 0000151~20 NNNN 0125100003003 X3~c~1 C 

STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTIN TX 78701-1436 

VENDOR NO. 456782 

VOUCHER/ 
BATCH# 

VENDOR INV #/ 
RI:MARKS INVOICE DATE 

01-AP-1925 CKR0011006P 01/10/06 
01 -0824 BONUS CONSDIERATION FOR H-S MINERALS AND REALTY, L TO SECTION 19, BLOCK C 
-19, REEVES COUNTY, TX 

TOTALS 

•• • • •••• 
•••• • •••• 

• •• • • • 

• .. . 
• • • . .. 

PAGE 1 of 1 

DATE January 12, 2006 
TRACE NUMBER 151820 
CHECK NUMBER 151820 
AMOUNT PAID· $830 40 

06024336 

ACCOUNTS PAYABLE INQUIRIES (800) 370-9867 

TOTAL 
AMOUrH 

$830 40 

$830 40 

PRIORPMTS 
& OISCOUfiTS 

$0.00 

$0.00 

NET 
AMOUNT 

_ ;; 
~~ 
=o 

=-=--~ --o --... 
~" = ... =o 
=-" = " ~~ --, 

~ 

$830 40 



ANADARKO PETROLEUM CORPORATION 
PO BOX 1330 
HOUSTON, TX 7725 1-1330 

/ PAGE 1 or 1 

DATE January 12, 2006 
TRACE NUMBER 15181 7 
CHECK NUMBER 151817 
AMOUNT PAID $25 00 

06024337 

ACCOUNTS PAYABLE INQUIRIES (800) 370-9867 

II. I I II. I I. Ill .Ill. I 1111 II. II 11.1 •• 111111111. I II. I .II. II 11 11 .1 
OOUbl CKS ~A Ob0l2 • 0000151617 NNNN Ol2Sl00003003 X3,2Dl ( 

STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTIN TX 78701 - 1436 

VENDOR NO 456782 

VOUCHER/ 
BATCH# 

VEt~OOR INV #/ 
REMARKS INVOICE DATE 

01-AP-1950 CKR001 1006NNN 01/ 10/06 

TOTAL 
AMOUNT 

01 -109023 BONUS CONSIDERATION FOR HILL TRUSTS. AS AGENT FOR THE WALTRIP MARITAL 
TRUST, MSW REVOCABLE TRUST AND MLH REVOCABLE TRUST SECTION 19, BLOCK C-19, REEVE 
SCOUNTY, TX 

TOTALS 

.. • • , ... 
• •• • . 
•••• 
• 

••• • • • 

.. . 
' .. • •• 

$2500 

$2500 

PRIOR PMTS 
& DISCOUNTS 

$0.00 

$000 

NET 
AMOUtiT 

"""""'""'" === =" --o ==:: 
~0 

'~ --o --" ~0 

= " =o - -- o = 0 
~~ --... 
~ N 

=~ -­~ 

$2500 

~ S2500 

\ )-\ 



ANADARKb PETROLEUM CORPORATION. / 
PO BOX 1330 
HOUSTON, TX 7725 1- 1330 

II, I .II .. 1.1 .. I Ill, I II I I II ... 11.1, .1 .. 11 .. II .. II. I I II, I Il l 11 ,1 
ODDS, C<S b 4 Ob012 - 0000151613 NNNN 012S100003003 tJ,~~l C 

STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTIN TX 78701 - 1436 

VENDOR NO. 456782 

VOUCHER/ 
BATCH# 

VENDOR INV II/ 
REMARKS 

INVOICE DATE 

01 -AP-1947 CKRQ01 1006LLL 01/10/06 
01 -109023 BONUS CONSIDERATION FOR HILL INVESTMENTS LTD SECTION 19, BLOCK C-19, 
REEVES COUNTY. TEXAS 

TOTALS 

•• • • •• •• 
•••• • •••• 
• 

• •• • • • 

• 
•• • • • • • •• 

PAGE 1 of 1 

DATE January 12, 2006 
TRACE NUMBER: 151813 
CHECK NUMBER· 151813 
AMOUNT PAID $25.00 

06024338 

ACCOUNTS PAYABLE INQUIRIES: (800) 370-9867 

TOTAL 
AMOUNT 

$2500 

$25 00 

PRIOR PMTS 
& DISCOUNTS 

$000 

$000 

NET 
AMOUNT 

~ 
1/\ 

===-

===~ ===-==:o 

=~ 
=~ --o 
--~ -=o 
-~ __ o 

-~ --, 
~ ... 
=~ 

-= = 

$2500 

$2500 



ANADARKb PETROLEUM CORPORATION · / ' 
PO BOX 1330 
HOUSTON TX 77251-1330 

II, I ,II .. I, I, I I Ill, I I I I I II. I I 11,1, I 1 .. II .. II, I II , I ,II, .... 11,1 
0005~ ( ( S bA Ob0\2 • OUUO\ SL605 NNNN O~cSLOOUOlOO J Xl,2t1 ( 

STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTIN TX 7870 1-1436 

VENDOR NO 456782 

VOUCHER/ 
BATCI1# 

VEUOOR INV #/ 
REMARKS 

ltiVOICE DATE 

01-AP- 1942 CKRQ011006HHH 01/10106 
01 -109023 BONUS CONSIDERATION FOR H-S MINDERALS AND REALTY, LTD SECTION 19 BLOC 
K C- 19, REEVES COUNTY, TX 

TOTALS 

•• • • •••• 
•••• • •••• 
• 

• •• • • • 

• 
•• • • • • • •• 

PI FASF nFTArl-l RFFORF no=P<'\~1111\lr. I"I-IFI"Il 

PAGE 1 of 1 

DATE January 12. 2006 
TRACE NUMBER 151805 
CHECK NUMBER 151805 
AMOUNT PAID $25 00 

06024339 

ACCOUNTS PAYABLE INQUIRIES (800) 370-9867 

TOTAL 
AMOUNT 

$2500 

$2500 

PRIORPMTS 
& DISCOUNTS 

$000 

$000 

UET 
AMOUtiT 

~ 
= "' 0 

=~ --o 

===~ 
=~ =o __ o 

==g 
--~ --., 
--::: ===0 

S2500 

$2500 



ANADARKO PETROLEUM CORPORATION .• I . 
POBOX 1330 v 
HOUSTON, TX 7725 1-1330 

11 ••• 11 •• 1.1 ••• 111 •••••• 11 ••• 11.1 •• 1 •• 11 •• 11 •• 11 ••• 11 ••••• 11.1 
000~, ( ( S bA 0b012 • 00001SlA23 NNNN Ol~S100003003 X3,2Dl ( 

STATE OF TEXAS 
GENERAL LAND OFFICE 
1700 N CONGRESS AVENUE 
AUSTIN TX 78701 - 1436 

VENDOR NO 456782 

VOUCHER/ 
BATCH# 

VENDOR INV #/ 
REMARKS INVOICE DATE 

01-AP-1955 CKRQ011 006QQQ 01/10/06 

01 · 109023 BONUS CONSIDERATION FOR JAMES ROBERT HILL INDIVIDUALLY AND CO-TRUSTEE, 
VIRGINIA GLENN HILL LATTIMORE, INDIVIDUALLY AND CO TRUSTEE AND JOHN A STYRSKY CO 
-TRUSTEE OF THE HOUSTON AND EMMA HILL TRUST ESTATE SECTION 19, BLOCK C-19, REEVE 

S COUNTY, TX 

TOTALS ,. 
• • •••• 
•••• • •••• 
• 

• •• • • • 

• 
•• • 

I e e .. .. 

PAGE 1 of 1 

DATE January 12. 2006 
TRACE NUMBER 151823 
CHECK NUMBER 151823 
AMOUNT PAID $25 00 

06024340 

ACCOUNTS PAYABLE INQUIRIES (800) 370-9867 

TOTAL 
AMOUNT 

$2500 

$2500 

PRIOR PMTS 
& DISCOUNTS 

$000 

$000 

NET 
AMOUNT 

--~ = g = .... --o 
~g --o --.... =o = .... __ -o __ o 

~g --... --, 
= E 

$2500 

$2500 



Date Filed: ---~:~';4...1-f,i.46L-----­
Jerry E. Pan ' ts 

•••• • •••• 
• 

•• • • • • 

• 
• •• . . ' •• • 



TE XAS ERAL LA 

August 24, 2006 

Attn: Dan Pignaticllo 
Anadarko Petrol eum Corporation 
P.O. Box 1330 
Houston, Texas 7725 1-1 330 

Re: RELINQUISHME TACT LEASE o. M- 106020 
265.78 acres ou t of Section 19, Blk. C- 19, PSL, 
Reeves County, Texas 

Dear Mr. Pignati ello: 

JERRY PATIERSO ',COMMISSIONER 

The certifi ed copy of the Rel inquishment Act lease covering the above referenced tracts has been 
approved and (jled in our records under Mineral File number M-106020. Please refer to this number 

in all future cotTespondence concerning the lease. 

Your remittance of$30,852.80, has been appli ed as the state's pot1ion of the cash bonus 
$30,727.80, along with a processing and fi ling fee in the amount ofS 125.00. Please let me know if 

you should have any questions. 

Sincerely, 

~2~~·1. ~ ~ ---
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475- 1534 

MS/DR 

tephcn F. Austin Buildi ng · 1700 l orth Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.t:x.us 





ANADARKO PETROLEUM CORP I 

.j 

07002291 
Lease Number: TX-000120603 / 005 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

INSTRUCTIONS TO PAYEE: 

II BA NUMBER II CHECK DATE ll CHECK NUMBER II 
LA4 5678203 Sep - 12-2006 30030 515 \ 

In as much as the c anc eled check serves as our rental receipt, please c ash the check immediately upon receipt. 

INSTRUCTIONS TO DEPOSITORY: 
In case of any difficulty, promptly communicate with the rental section of Land Administration of this c ompany 
(83 2- 63 6 - 7922), explaining the circ umstances and further instructi ons will be given . 

I AMOUNT 

***$30. 4 5 * 

.. 
• • •••• 

• ..... 
• • • • • • •• 

• ... . 
• •••• 

• ••• . . 
•• • 



ANADARKO PETROLEUM CORP V 
07002290 

Lease Number: TX-000120603 / 004 

DEPOSIT TO THE CREDIT 
STATE OF TEXAS 
GENERAL LAND OFFICE 

INSTRUCTIONS TO PAYBB: 

OF II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA4 5678 2 0 3 Sep-12-2 0 06 30030511 

I n a s much as the c anc eled c heck serves as o ur rental receipt, please cash the c heck immediately upon r e c eipt . 

INSTRUCTIONS TO DEPOSITORY: 
In case of any difficulty, promptly c ommunic a te wi t h the rental sec tion o f Land Administration o f this company 
(83 2 - 6 3 6-7922) , explaining the circums tances a.nd furthe r instructions will be given. 

ni=T A(~H ~TIIR ANn RI=T AIN I'()R V()IIR RF'r.nRn~ 

AMOUNT 

***$30 .4 5 * 

: o""o 
•••• 

0 

0 

••••• • 
0 0 

0 0 

•••• 
0 

•••• . 
•••• . ... 

0 0 
00 • 



ANADARKO PETROLEUM CORP / 07002287 

Lease Number: TX-000120603 / 001 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

I NSTRUCTIONS TO PAYEE: 

II BA NUMBER 

LA45678203 

II CHECK DATE II CHECK NUMBER II 
Sep-12-2006 30030503 

, 
\ 
(. 

c 

In as much as t he c anceled c hec k serves as our r ental receipt, please cash the check immedia tely upon receipt. 

INSTRUCTIONS TO DEPOSITORY: 
In case o f a ny difficulty, promptly communicate with the rental section of Land Administration of this company 
(832-636-7922), explaining the circumstances and further instructions will be given. 

DETACH STUB AND RETAIN FOR YOUR RECORDS 

AMOUNT 

*** $2.77* 

-c_.) --.; / -· -0 
. 1--

•• • • •• •• 
• 
• ••• •• 

• • • • •••• 
• 

•••• . 
•••• 
• •• • • • •• • 



I 
ANADARKO PETROLEUM CORP .j 07002288 

Lease Number: TX - 000120603 /00 2 

DEPOSIT TO THE CREDIT OF II BA NUMBER II CHECK DATE II CHECK NUMBER II I 
STATE OF TEXAS 
GENERAL LAND OFFICE 

LA45678203 Sep- 12 - 2006 30 0305 05 X 

I NSTRUCTIONS TO PAYBB: 
In as much as t he canc eled check serves a s our rental receipt, please cash the check immediately upon receipt. 

I NSTRUCTIONS TO DEPOSITORY: 
In case of a n y difficulty, promptly communic a te with the ren tal section of Land Administration of this company 
(832 - 636 - 7922) , explaining the circumstances and further instruc tions will be given. 

DETACH STUB AND RETAIN FOR YOUR RECORDS 

AMOUNT 

***$2.77* 

: .... 
•• •• 

• 
• ••••• 

• • • • •••• 
• 

•••• • .... . ... 
• • •• • 



ANADARKO PETROLEUM CORP j 
07002289 

Lease Number : TX-000120603 / 003 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

INSTRUCTIONS TO PAYBB: 

II BA NUMBER II CHECK DATE II CHECK NUMBER ll 
LA45678203 Sep-12-2006 30030506 

In aa much aa the canceled check serves as our rental receipt , please cash the c heck immediately upon receipt . 

I NSTRUCTIONS TO DEPOSITORY: 
In c aae of any difficulty , promptly communicate with the rental section of Land Administr ation of tbia company 
(832-636-7922), explaining the circumstances and further inetructiona will be given . 

DETAC:H STIJR ANO RFTAIN l'nR YnllR RFr.nROS 

I AMOUNT 

***$66 . 44 * 

.. 
• • •••• 
• 
• ..... 
• • • •••• 

• 
•••• • •••• 
• ••• • • •• • 



• ANADARKO PETROLEUM CORPORATION 

D7o4 77so 

Lease Number : TX - 000120603/003 

•• • • 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

• • • 
• •• • • •••• 
• 

• •••••• • • 

• 
• • • • • • • 

INSTRUCTIONS TO PAYBB : 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA45678203 Jul-23-2007 30033771 

, ).\ 

In as much as the c anc eled check serves as our rental rec eipt , pleaae c aah the c heck immediately upon rec e ipt. 

INSTRUCTIONS TO DIPOSITORY: 
In case of any diffic ulty , promptly communicate with the rental sectio n of Land Administra t ion of t his company 
(832 · 636·7905), explai ning the circumstances and further instruc tion• wi ll be given . 

nc::TAI"U C:TIID A .. tn OII:TAt• t ~1"\0 Vt"\11 0 Ol:rol"\one 

AMOUNT 

,.l**$66 . 44 * 

I 



/ 

V ANADARKO PETROLEUM CORPORATION , -
Lease Number : TX-000120603/001 

• • • • 
• •• ' . ••• 
• 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

• ••••• • 

• 
• •• • • • • •• 

I NSTRUCTIONS TO PAYBB : 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA4 5678203 Jul-23-2007 30033767 

In as much as the c anceled c hec k serves as our r ental receipt . please cash the c heck immediately upo n receipt . 

INSTRUCTIONS TO DBPOSITORY : 
I n c aoa of any d ifficulty, promptly communicate with the rental section of Land Administration of this company 
(832 - 636-7905), explaining t he c i rcumstances and further instructions wil l be given . 

r 

AMOUNT 

***$2.77 * 

I 



•• • • 

Lease Number : TX - 000120603 / 002 

DEPOSIT TO THE CREDIT OF 

STATE OF TEXAS 
GENERAL LAND OFFICE 

• • • 
••• • • ••• 
• 

• 
···· ~ · • • 

• 
• ••••• 
• • 

INSTRUCTIONS TO PAYBB : 

ANADARKO PETROLEUM CORPORATION 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA4 5678203 Jul-23 - 2007 3003 3770 

In as muc h as the c anc eled c heck serves a s o ur r ental r e ceipt, please c a s h the c hec k immediately upo n r e c e i p t . 

I NSTRUCTIONS TO DEPOSITORY : 
In ease o f any difficulty , pro mptly c ommunicate with the r e n t al s e c tio n o f Land Administrat ion o f t h is eompeny 
(832- 636-7905). explaining t he c ircums t anc e s and fur t he r instructions will be given . 

ni:TArW C:TI Ul Afi.Jr'\ D CTAIIIJ ~"D V"I I D Ot:rl"\onc: 

I 
AMOUNT 

' * **$2 . 77 * 

)\ 



/ ANADARKO PETROLEUM CORPORATION 
07047747 

Leas e Number: TX-00012 06 03 /00 5 

•• 

DEPOSIT TO THE CREDIT OF 

STATE OF TEXAS 
GENERAL LAND OFFICE 

• • •••• 
•••• • •••• 
• 

• . · ~ I e e 
• • !-

I NSTRUCTIONS TO PAYBB : 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA4 5678203 Jul-23-2007 3 00337 8 0 

In as much as the canceled check serves a s our rental rec eipt , please cash the check i mmediat e l y up o n rec e i p t. 

INSTRUCTIONS TO DBPOSITORY : 
In c ase of any difficulty, promptly communic ate with the rental section of Land Administrat i o n o f t hi• co•pany 
(832-636-7905), expla ining th• circums t ances and further in•truction• will be given. 

t\CTAr"U eT1tD A t.U ''\ OC'T#t. ta.l t='I"\D VI"\IID DC:,...I"\Dn~ 

AMOUNT 

\ .• *$30 .4 5 * 

( 



/ ANADARKO PETROLEUM CORPORATION 
0704 77 46 

. ' 

Lease Number: TX-000120603 / 004 

•• • • 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFI CE 

. ~~ . 
• •• • . . 
•••• 
• 

••••• • • • 

• • • • • . . ~ 

INSTRUCTIONS TO PAYBB : 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA45678203 J ul-2 3-2 007 30033776 

I n as mu c h as the c anc eled c heck serves as our r ental r e c e ipt, pleas e c a sh t he check immediately u pon r eceipt. 

INSTRUCTIONS TO DBPOSITORY: 
In c ase o f any difficul t y , promptly c ommun icate wi t h t he r ental section o f Lan d Admini stration of this company 
(832- 63 6 -7905), expl aini ng t he ci r c ums tance s and f u r t her i n struc tions will be g i ven. 

I 

I 
/ AMOUNT 



. . 

. ~ llb"t 
Date Filed: ~t I C'omml Slor.cr 
Je~~on __ _ 

By __::...._.a..~--__ _ 

•• • • .. , . 
• •• • . •••• 

• 
• ••••• • • 

• • • • • • •• • 



ANADARKO PETROLEUM CORP 

v 
08022163 

Lease Number: TX-000120603 / 002 

DEPOS IT TO THE CREDIT OF II BA NUMBER II CHECK DATE II CHECK NUMBER ll AMOUNT 

STATE OF TEXAS 
GENERAL LAND OFFICE 

LA45678203 Jul-17-2008 30038582 i-... $553 •••• 

M-106020 ~ 
N 9/16 S ~/8 SEC 19 BLK C-19 PUBLIC SCHOOL LANDS 

... 
• • • ... 
• •••• • .... 

• 
•• •• • • • • • 
•• • ·. ·.: 
• 

•• • • • • •• 

I NSTRUCTIONS TO PAYBB: 
In a s much •• t he canceled check serves as our rental receipt, please c ash the check immediately upon receipt . 

I NSTRUCTIONS TO DBPOSITORY: 
In case of any difficulty, promptly communicate with the rental section o f Land Administration of this company 
832 - 636 -7 899, expla ining the cir cumstances and f urther instructions will be given. 

DETACH STUB AND RETAIN FOR YOUR RECORDS 

\ 

\ry 



Lease Number: TX-000120603 / 001 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

M- 106020€? 

ANADARKO PETROLEUM CORPV 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA4 5678203 Jul- 17 -2008 30038581 

N 9/16 S7/8 SEC 19 BLK C-19 PUBLIC SCHOOL LANDS 

•••• • • .... 
• 

00 0 

• 0 • • 
00 0 

0 0 
0 00 

• 
00 

: · ... 

INSTRUCTIONS TO PAYBB: 
In as much as the canceled check serves as our rental receipt , please cash the check immediately upon receipt. 

I NSTRUCTIONS TO DEPOSITORY: 
In case of any difficulty, promptly communicate with the rental aection of Land Administration of this company 
832-636-7899, explaining the circumstances and further instructions will be given. 

OFTAr.H STliRAND RFTAIN FOR YOliR RECORDS 

AMOUNT 

***$553.60* 



Leas e Number : TX -000120603 / 0 05 

DEPOS IT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

/ 08022166 
ANADARKO PET ROLEUM CORP v 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA456782 03 Jul-17-2 00 8 300 38592 

M- 10602~ 
N9 / 1 6 S7/8 SEC 19 BLK C- 19 PUBLIC SCHOOL LANDS 

••• • • • ••• 
•••• • • • ••• 
• 

•• •• • • • • • .. . 
• • • • • • 

• 
•• • • • • •• 

I NSTRUCTIONS TO PAYBB: 
I n as much a s the c anceled check s erves as our ren tal receipt, please cash the check immediately upon receipt. 

I NSTRUCTIONS TO DBPOSITORY: 
In case o f a ny difficulty, promptl y commun i c a te with the rental section of Land Admi nistra tion o f this company 
832-636-7899 , explaining the c ircumstances a nd further i n structions will be given. 

DETACH STUB AND RETAIN FOR YOUR RECORDS 

AMOUNT 



ANADARKO PETROLEUM CORP / Q 8 Q 2 216 4 

Lease Number: TX-000120603 / 003 

DEPOSI T TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

II BA NUMBER 

LA45678203 

M- 1 06020 1) 
N 9 / 16 S 7 / 8 SEC 1 9 BLK C-19 PUBLIC SCHOOL LANDS 

•• • • • • ••• 
••••• • 
• •• • 
• 

:·.··. 
• • .. . 
• • • • • • 

• 
•• • • .. 

INSTRUCTIONS TO PAYBE: 

II CHECK DATE II CHECK NUMBER II 
Jul-17-2008 30038584 + 

In as much as t he canceled check serves as our rental r ece i pt , please cash the c hec k immediately upo n rec eipt . 

INSTRUCTIONS TO DEPOS I TORY: 
In case of any d i fficulty , promptly c ommunicate wi th the rental sec tio n o f Land Adm.i nistration o f this c ompany 
832 - 636-7899, explaining the c ircumstanc es and further i n structi o ns w·i ll be g iven. 

nF=TAr.l-l STIIR AN n RF'TAIN ~OR YOIIR R~r.ORnS 

AMOUNT 

***$13 , 288. 00 * 

ry;\ 
\ 



ANADARKO PETROLEUM CORP / 

08022165 
Lease Nurnl::>er : TX - 000120603 / 004 

DEPOSIT TO THE CREDIT OF ll BA NUMBER II CHECK DATE II CHECK NUMBER II AMOUNT 
STATE OF TEXAS 
GENERAL LAND OFFICE 

LA4567 8 203 J u l - 1 7-2008 30038589 ~·•$6,090 . 00 • 

M-106020 e 
N 9/16 S7/8 SEC 19 BLK C-19 PUBLIC SCHOOL LANDS 

••• • • • . .. 
•••• . . 
•••• 
• 

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

•• • • • • •• 

I NSTRUCTIONS TO PAYBB: 
In as much as the canceled check serves as our rental receipt, please cash the c heck immediately upon receipt. 

INSTRUCTIONS TO OBPOSITORY: 
In caae of any difficulty, promptly communicate with the rental section of Land Administration of this company 
832-636-7899, explaining the circumstances and further instructions will he given. 

DETACH STUB AND RETAIN FOR YOUR RECORDS 



... 
• • • .. . 
•••• • • •••• 

• 
•• •• • • • • 

• •• • • • •• • 
• 
•• • • ••• • 



Lease Number : TX-000120603 / 001 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

M-106020 A 

ANADARKO PETROLEUM CORPORATION 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA45678203 Aug-05-2009 30044 961 

09017917 
N 9/1 6 S7/8 S EC 19 BLK C- 19 PUBLIC SCHOOL LANDS 

INSTRUCTIONS TO PAYEE : 
In as much as the canceled c hec k serves as o ur rental rec e i pt , pl e ase c a s h the che c k immediately upon receipt . 

INSTRUCTIONS TO DEPOSITORY : 
In case of any difficulty, promptly communi cate with the ren tal s e c tio n o f Land Administration of this company 
832-636-7899, explaining t he c irc ums tances and fur t h e r ins t ruc tio n s wi ll be given . 

AMOUNT 

••• • • o • • 

• 

ooo 
0 

0 

0 

•• •• • • •• • 
• oo 
• • ••• • 



Lease Number: TX-000120603 /0 02 

DEPOSIT TO THE CREDIT OF 

STATE OF TEXAS 
GENERAL LAND OFFICE 

ANADARKO PETROLEUM CORPORATION 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA45678203 Aug - 05 - 2009 30044963 

M-~06020 /]., 
N 9/16 S 71r SEC 19 BLK C- 19 PUBLIC SCHOOL LANDS 

09017916 

\ d-\ 

INSTRUCTIONS TO PAYEE: 
I n as much as the c anceled c heck serves as our rental r eceipt, please cash the check i .mmediately upon receipt. 

INSTRUCTIONS TO DEPOSITORY: 
In case of any difficulty, promptly communicate with the rental section of Land Administration of this company 
832-636-7899 , explaining the circumstances and further i nstructions wi ll be g i ven . 

AMOUNT 

••• . . .. . 

••• 

• 

• • 
• 

•••• • •••• 
l ••• .... 



Lease Number: TX-000120603 / 005 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

M- 106020 c__ 

ANADARKO PETROLEUM CORPORATION / 
II BA NUMBER II CHECK DATE II CHECK NUMBER II 

LA45678 203 Aug-05-2009 30044 973 

N9/ 16 S7 / 8 SEC 19 BLK C- 1 9 PUBLIC SCHOOL LANDS 

INSTRUCTIONS TO PAYBB: 
In as much as the can c eled check serves as our rental receipt , please c ash the check immediately upon receipt. 

INSTRUCTIONS TO DEPOSITORY : 
In case of any difficulty, promptly communicate with the rental section of Land Administration of this company 
832- 636-7 899, explain ing the circumstances and further ins t ructions will be given. 

AMOUNT 

•• • • • •• • 

•• • r 

' 
, ... 

• • • • ••• 



ANADARKO PETROLEUM CORPORATION v 
09017915 

Lease Number : TX-000120603 / 003 

DEPOSIT TO THE CREDIT OF 
STATE OF TEXAS 
GENERAL LAND OFFICE 

M- 106020 .1> 

II BA NUMBER II CHECK DATE II CHECK NUMBER II 
LA45678203 Aug-05 - 2009 30044965 

N 9/16 S 7/8 SEC 19 BLK C-19 PUBLIC SCHOOL LANDS 

/d-

INSTRUCTIONS TO PAYEE : 
In as much as the cance led check serves as our ren tal rec eipt , please c ash t he c heck immediately upon receipt . 

INSTRUCTIONS TO DEPOSITORY: 
In case of any difficulty, prompt l y communicate wi th the rental section o f Land Administration o f this company 
832-636-7 8 99, explaining the c irc umstances and further instructions will be given. 

AMOUNT 

***$66.4 4* 

••• . ' 
•• • 

••• 

• 

• • 
• 

•••• • • ••• 
s •.. 
••• 1 



Lease Number : TX- 00012 0603 / 004 

DEPOSIT TO THE CREDIT 

STATE OF TEXAS 
GENERAL LAND OFFICE 

M-106020 F 

OP' 

ANADARKO PETROLEUM CORPORATION 

II BA NUMBER II CHECK DATE II CHECK NUMBER II AMOUNT 

LA456 782 03 Aug-05 -2009 

N 9/16 S7/8 S EC 19 BLK C-19 PUBLIC SCHOOL LANDS 

\d-\ 

INSTRUCTIONS TO PAYEE: 
I n as much as the canceled check s erves as o u r rental r eceipt, please cash the check i mmediately upon receipt . 

I NSTRUCTIONS TO DEPOSITORY : 
In c ase of any diffi c ulty, promptly communicate with the rental section of Land Admi nistratio n o f this company 
832 - 636 - 7899 , explaining the c ircumstances and further instructions will be g iven . 

••• 
• •• • • • 

• 

• • • •• •• 
• .... 

• •••• 
• •• • • •••• 



• •• • • • ••• 

• 

• 

• •• • 
• 

•••• 
•••• • 
•• • • • •••• 

File No. f'i'f I 0 0 0 J_ Q ~ 
RENTAl PAYMENT 

Date Filed: ~/7 ! fYl 
7 

Jerry E. Patterson/ C . . 
By ::p., '~mtss10ner 

r e ·oeo .. 



General Land Office 
R.9llnqulshment Act Lease Form 
Revised, September 1997 

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 
SECURITYNUMBER OR YOUR DIRIVER'S LICENSE NUMBER 

~ j-IJ :;2.? 

/'Vr I Yh f.l.,...--
11 . / '-1. l?lj 

~usttn, \!texas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this .!:'20"-lh-- day of September 

by and through its agent, H-S Minerals and Realty. Ltd. 

of P. 0 . Box 27284. Austin. Texas 78755 

(Give Permanent Address) 

.20~ , between the State of Texas, acting 

said agent herein referred to as the owner of the soil (whether one or more), and ,_,A'"'na,d..,a..,.rk'""o"-'-P><;eto.:..:ro"'"le><;u"'"m.:..:....:.C"'o:.:...roo=ra.,t""io""n'--- ------ -----

of P. 0 . Box 1330, Houston. Texas 77251 

(Give Permanent Address) 

hereinafter 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 
perfonned by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
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, to-wit: 

N 9/16 of the S 7/8 of Section 19, Block C-19, Public School Land 

containing &.2~65~.~7J£8 _ ____ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Eight Hundred Thirtv and 40/100 

Dollars ($830.40 ) 

To the owner of the soil: Eight Hundred Thirty and 40/ 100 

Dollars ($830.40 / 

Total bonus consideration: One Thousand Six Hundred Sixty and 80/100 

Dollars ($..:..1,..,.6"""60""'."""80,.__ ______ -' 

The total bonus consideration paid represents a bonus of .!.T!.:;hr~e~e..:.H~u~n~d~re~d!...!a~n~dwn~o~/.!..:1 0~0!...._ ___________________ __ _ 

- ---------- ------ Dollars ($300.00 ) per acre, on ,..5 . .,.5"""36,.__ ____ net acres. 

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

rue an orrec 
copy of 

Ong1nal filed in 
Reeves County 

Clerks Off1ce 



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 directly to Lessor 

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

To the owner of the soil: .!.T!.!w~o:..5a~n~dw7w7'..!../.:.:1 0~0:!._ _________________________ _ 

Dollars ($"'2."-77-'-----------' 
To the State of Texas: .!.T!.!w~o:..5a~n~dw77~/.!.1 0~0:!._ __________________________ _ 

Dollars ($:2."-7.:...7 _ _______ _, 

Total Delay Rental: !..F!..!:iv.s<.e..!2a!.!.,!n,l,!_d_,.5~4w/1~0~0----------------------------
Dollars ($.:.!.5.,..5~4 ________ _} 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (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 paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, ,tillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 22.5% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 22.5% part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 22.5% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (1 00%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, 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, buming or any other processing shall be 22.5% part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a~·~al am~ ttlad ~~Jtlrposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. ti~~t copy of 
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6. ROYALTY IN KI ND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its 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 for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% 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 affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of 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 Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well , of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalty for late fi ling 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. 

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 t.perations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by c ucting aeditional drilling or reworking 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the fi rst 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 

. . with the shut-in provisions hereof. 

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

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

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained In force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease 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 to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the 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 suitable production facilities or suitable market for the 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 expiration of each shut-in year. 

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration dale of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres Included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, 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 that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended tenn it shall 
further tenninate as to all depths below 100 feet below the total depth drilled {hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended tenn Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said tennination 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 suriace acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial tennination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90} days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-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. 
Failm e to satisfy tlie statuto• y offset obligatio;: "•ay subject tkis leaJe a11d tke on11et of tlie soil's age: :cy :igl:ts to fot.,eitere. Only upon the detennination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

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

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

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

(B) REDUCTION OF PAYMENTS. If, during the primary tenn, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary tenn or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary tenn shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the writter~ consent of the owner of the soiL 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing , pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 

. . completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

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

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

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

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

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or kn · fail Off~S~ ~femiP/e~ General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of .~ ;a ~ r if this ~~~~A,I,s,w;signed and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under t ~ ase I be,...suti ec(l\Qv(orfeiture by the 

~ 
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Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
rease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants 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 processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security Interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty Interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner 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 Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental 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 strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the Stale 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 from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their 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-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, et seq.), or toxic 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, 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, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as•:he 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 nonconforming lease provisions. True and Correct 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record 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 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 part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy 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 State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

By: 

Title: 
Date: 

lndivi 

Date: --+~!-=_,__'-+___,::...._ ___ _ 

H-S 
by RC Star L.L. C., 
E. Robert Shepard, Jr . , Managing Membe r 

STATE OF TEXAS 

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

Date:------------

STATE OF TEXAS STATE OF TEXAS 

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

Date:------------ Date:------------

1-- 1'-f 

True and Correct 
copy of 

Original filed in 
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(CORPORATION ACKNOWLEDGMENT) 

1gned authority, on this day personally appeared _.J__......=::..:.:~--:'=''-'-:-_J,-+----.'-""' ........ ........,'-IU<->--------
known to e to be the person wh se name is subscribed to the foregoing instruments as ---"":I<J..JL>oLC-..L.~o.A""~ ...... "'f-'...._ __________ _ 

~ of 
executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the t-{.1{ day of J~a vy , 2o..Jl..J.e.. 

No%~, 4)f~ ANGELA MEANS 
Notary Public, State of Texas 

My Comm1ssion Expires 
November 04, 2006 

STATE OF ________________ __ 

COUNTY OF - ---------------

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared-----------------------­

known to me to be the person whose name is subscribed to the foregoing instruments as------------------- -­
of------------------------------- -------- 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 corporation. 

Given under my hand and seal of office this the ____ day of _________ _, 20 __ . 

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

STATEOF ~T:E~XA~S~----------- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _ _,Ti..._r-=G...""'U::....:I.....,· 5"-------

BEFORE ME, the undersigned authority, on this day personally appeared E. Robert Shepard. Jr .. Managing Member of RC Star L.L.C .. as 

General Partner of H-S Minerals and Realtv. Ltd. 

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

+u 
Given under my hand and seal of office this the .;)J.p - . day of Qc..-f-obe.Y ' 2005 0 

STATE OF ____________ __ 

COUNTY OF ________ _ 

MEUSSA KAY MILLER 
MY COMMISSION EXPIRES 

May9, 2009 
Notary Public in and for I ~ o.--<:. 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared-----------------------

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal of office this the ____ day of---------- 20 __ . 

True and Correct 
copy of 

Orig1nal filed in 
Reeves County 

Clerks OHice 

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



ADDENDUM TO LEASE 

Attached to and made a part of that certain Oil and Gas Lease dated September 20, 2005 by 
and between the STATE OF TEXAS, acting by and through its agent, H-S Minerals and 

Realty, Ltd. Owner of the Soil, and ANADARKO PETROLEUM CORPORATION, Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the 
parties that; 

I. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent 
such roads are used by lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease 
is in force and effect. 

2. Lessee shall notifY Lessor a minimum of24 hours before cutting any new road, if necessary, into or on the 
leased premises. 

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises 
as Lessor's property at the expiration of this lease. 

4. Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of 
the ground. 

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose 
of which this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of 
the owner of the Soil. 

6. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only 
those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the 
surface of the leased premises. 

7. Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee 
agrees to noti.fY owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water 
formation is penetrated. 

8. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or 
assigns, free and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to 
prevent additional damage to Owner of the Soil, other land, and crops. 

9. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and 
drainage pits and tank batteries to protect livestock against loss, damage or injury; and upon completion or 
abandonment of any well or wells, Lessee shall fill and level off all slush pits and cellars and completely clean 
up the drill site of all rubbish thereon. 

I 0. In the event of a dry hole or production from a well which production ceases and the abandonment of such well, 
or upon the abandonment of any well location, dri ll site, tank battery site or roadway, the premises will be 
restored by lessee as nearly as reasonably possible to its former condition at the cost and expense of Lessee, it 
being the intention of the parties hereto that Lessee shall restore the surface to as nearly the state that is in at the 
time of execution of this lease. 

I I. If all or any part of th is lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the 
Soil with a copy of any such document. 

12. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, 
employees or assigns shall be prohibited from carrying or transporting firearms of any type upon or across the 
herein described premises. 

13. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment 
and property of every kind and character placed by lessee on said premises within ninety (90) days after Lessee 
has finished with the use of the area where such structure, equipment and property are placed. After thirty (30) 
days written notice to Lessee by Owner of the Soil, any such structure, equipment or property left on the lease 
premises by lessee after the ninety (90) day period, shall at Lessor's option, become the property of Owner of the 
Soil Lessee shall properly plug all wells dri lled by Lessee on the leased premises in accordance with the 
requirement of the Railroad Commission of Texas, the Texas Natural Resources Conservation Commission or 
other governmental agencies having jurisdiction. Ln plugging the wells, Lessee shall cut off the casing at least 
thirty six (36) inches below the surface. 

True and Correct 
copy of 

Ong1nal filed in 
Reeves County 

C lerKs Off1ce 
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14. Escalating Rentals- Rentals Payable on the third anniversary date of the lease for that period from September 
20, 2008 through September 20, 2009 shall be as follows: / / ./"" 
To the owner of the soil : Five Hundred Fifty T hree and 36/ I 00 Dollars: $553.* bl? ( ~ 
To the State of Texas: Five Hundred Fifty Three and 361100 Dollars: $553.* (pO 

Total Rental: One Thousand One Hundred Seven and 20/1 00 Dollars: $1 ,1 07.20 

1 .,, 

_, ,,.., 

True and Correct 
copy of 

Origmal filed in 
Reeves County 
Clerks Off1ce 
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NOTICE OF CONFIDENTIALITY RIGHTS· • 
General Land OtfTce 
Relinquishment Act Lease Form 

· Revised, September 1997 

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 PUI3LIC RECORDS: YOUR SOCIAL 
SECURITYNUMDER OR YOUR DIRIVER'S LICENSE NUMBER 

~ustin, W:exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this !:-'20~t!.!.h __ day of September .2~ , between the State of Texas, acting 

by and through its agent, !..H~ii!..JII"-'n-"'ve,_,s""tm'-'-""e!.!nt,s"-'='Lt"'d"-. ------------------------------------

of P. 0 . Box 1568. Cedar Park, Texas 78613 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and ..,A"-'n,.,ad,.,a..,_rk,_,o"-'-P"'-et""'ro""l""eu,.,m.!.!...>C<-'o"-'rpo=r,._at,ioo<!.n,__ ___________ _ 

of P. 0 . Box 1330. Houston. Texas 77251 

(Give Permanent Address) 

hereinafter 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 Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
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, to-wit: 

N 9/16 of the S 7/8 of Section 19, Block C-19, Public School Lands 

containing =.2.:.;65...,._,_78..._ ____ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Eight Hundred Thirty and 40/100 

Dollars ($830.40 ) 

To the owner of the soil: Eight Hundred Thirty and 40/100 

Dollars ($830.40 ) 

Total bonus consideration: One Thousand Six Hundred Sixty and 80/100 

Dollars ($ . .:..1 "''6""60""'.""'80,_ ______ -J 

The total bonus consideration paid represents a bonus of _,_T:.:;hr"'e"'e...:.H_,_,u"'nd""'""re,.d'-'a.,_n,dc..:.n,.o/"-1'-"00""------------------------

------ ----------- Dollars ($3""00"'".0...,0"-------') per acre, on ""5..,..5,..3 .... 6 _____ net acres. 

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

True and Correct 
copy of 

Onginal filed in 
Reeves County 
Clerks Office 
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3. DELAY RENTALS . If no well is commenced on the leased premises on or before one (1) year from this date, this lease 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 directly to Lessor 

--~----------~-------------------- Bank, ataboveaddress 
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 Si!id 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 shall be in the following amounts: 

To the owner of the soil: .!.T~w~o...!a~n!.!:dc.7~7~/.!.:1 0~0:!...._ __________________________________________________ _ 

Dollars ($~2.~7.!..7 ________ _, 

To the State of Texas: .!.T.!!w~o...!a!.!.n!.!:d!-7~7~/.!.:1 0~0:!..._ ____________________________ --fj@f"iiiii:!il.,.,L\If'+--r-..==<=-r.r=r-7: 

Dollars ($.~2-~7.!..7 ________ _, 

Total Delay Rental: r:.F!!!iv£.e..!:!a.!.!:nd~54:!!/..!.1 O~O,t__ ______________________________ -====::::_ ____ .gef+ffi-'~flee-

Dollars ($.,.5'"".5"""4 ________ _, 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (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 paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 22.5% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 22.5% part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office. such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit. correction to be made for pressure according to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 22.5% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, 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 22.5% part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

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

.Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its 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 for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise mak1ng the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put mto pipelines, tanks, or pools and gas hnes or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% 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 affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply 1n 

cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of 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 Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-described premises, wh1ch may be requested by the General Land Office, 1n 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 casmg 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 makmg 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 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. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the pnmary 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 d1scovery 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 P. ion of Qjl or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration ary Mrfr!@ 3lf«if(t~~j1as not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain th1 nducti ng::~l8ral dnhing or reworking 
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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 follow1ng the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 

.. with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, th1s lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas. the lease shall remain in full force and effect for so long as 011 or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN 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 t ime after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not be1ng 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease 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 exp1ration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the 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 suitable production facilities or suitable market for the 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 expiration of each shut-in year. 

15. COMPENSATORY ROYAL Tl ES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1 ,000) feet of the leased premises and completed in the same producing 
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for wh1ch the royalty has been pa1d. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causmg the drainage or that IS completed in the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACRlEAGE. 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 1n drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased prem1ses and in marketing the product1on thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (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 reworkmg 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 that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HbRIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
further'terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 

· ·paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall , as nearly as practical, be in the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules 1n effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good fa ith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his wntten 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 leasea premises, or from producing oil or gas from the leased premises by reason of war, rebellion , riots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paymg 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. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herem provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the ent1re undivided surface estate and the royalties and rental herein prov1ded to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151 -52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determmed on a per acre basis under the terms of this lease dunng the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

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

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operat1ons to all personal property, 
improvements, livestock and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written· consent of the owner of the soil. 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
lacilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 

.completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

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

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or ass1gns) furnishes the Lessee with satisfactory written ev1dence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall , to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date. the entire lease shall terminate for fai lure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. liabilities, and penalties owed to the State by the 
original lessee or any pnor assignee of the lease, includmg any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An ass1gnment will be treated as if it 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 pnncipal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership wh1ch is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marnage, blood, or adoption. 

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply w1th rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Comm1ssion. or if Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, · · leasif~@SaiS~t~Pf 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease ~ ject to fec,~rOfby tne 

~ 1J. Onginaf filed in 

~s c~+/ ~:~~~ ~?.unty~ 



Commissioner, 'and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
~ubject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waivmg the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants 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 processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner 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 Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees. and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought. including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental 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 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 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 from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, mdemnify, 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-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 , et seq.), or toxic 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 AN D THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN 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 provis1ons of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as ine 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 nonconforming lease provisions. True and Correct 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and 
in the t>eneral 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 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 part of the leased premises is located, and certified cop1es thereof must be filed in the General Land 
Office. This lease 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 State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed fil ing fee shall 
accompany such certified copy to the General Land Office. 

By: 

Title: 
Date : 

STATE OF TEXAS 

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

Date: Date: - -------- ---

Hill Investments, Ltd. 
by Casady Enterprises, L.L.C., General Partner 
Alan M. Hill , President 

STATE OF TEXAS STATE OF TEXAS 

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

Date: Date:------------

True and Correct 
copy of 

Ong~nal filed in 
Reeves County 

Clerks Office 



STATE OF --11-+-.J:e.¥A===~Sc:...._ __ 
'f~~cg.lfiP 

.(CORPORATION ACKNOWLEDGMENn 

1UIWA,(1SOJ 

BEFORE ME, the undersigned authority, on this day personally appeared --~A-At-J'---""""''--'-'-""o<...,_-~>--.:....:.....:l ::..L=;:::__----------
COUNTY OF 

known to me to be the person whose name is subscribed to the foregoing mstruments as ~ 1 DW I 
of CM;o'U'-? t~I'S~ I f.. I ..(1 andacknowledgedtomethathe 

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

Given under my hand ~nd seal of office this the \ 0 day of WO.~V.Q. W\ , , T£20 . 

~~ .... ~ ..... ~ •• ~~~=~~~~) I ~ u . _ 
~ /~~~~.'~!:{'<:. DEBBIE l LANDRUM ~ ~ 
I r( ·r~ Notary Public, State of Texas ~ 

,. - My Commission Expires o .,. / rt A 
.. ::.~ ... ·~~~~ Notary Public in and for -~...; "'•,J.~~.~ .. ··' May 10, 2009 ----'-- .:.,_ ___ ____ _ 

~ 
sTATE oF I ex t\S (CORPORATION ACKNOWLEDGMENn 

COUNTY OF AA V t.J b VH 7 
BEFORE ME, the undersigned authority, on this day personally appeared ___ }J~._/._· -=dut:..::...:~'"'-t::.f.__...~.A,;:.L,.;._._I\[~j...JX:l..&OL.L:~f'...:.... _ _____ _ 

ANGELA MEANS 
Notary Public. State of Texas 

My CommiSSIOn Exp1res 
November 04, 2006 

STATE OF ________________ _ 

COUNTY OF ---------

LA vvi A.) /UI\..av ( r 

(INDIVIDUAL ACKNOWLEDGMENn 

BEFORE ME, the undersigned authority, on this day personally appeared-----------------------

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal of office this the ____ day of ---------- 20 __ . 

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

STATE OF ___ ________ __ (INDIVIDUAL ACKNOWLEDGMENn 

COUNTY OF---- ----

BEFORE ME, the undersigned authority, on this day personally appeared-----------------------

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

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

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 

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



ADDENDUM TO LEASE 

Attached to and made a part of that cer tain Oil and Gas Lease dated September 20, 2005, by 
and between the STATE OF TEXAS, acting by and through its agent, Hill Investments, Ltd., 

Owner of the Soil, and ANADARKO PETROLEUM CORPORATION, Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the 
parties that; 

I . Lessee is granted the right to use existing roads on the leased premises for ingress a nd egress, and to the extent 
such roads are used by lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease 
is in fo rce and effect. 

2. Lessee shall notify Lessor a minimum of24 hours before cutting any new road, if necessary, into or on the 
leased premises. 

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises 
as Lessor's property at the expiration of this lease. 

4. Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of 
the ground. 

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose 
of which this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of 
the owner of the Soil. 

6. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only 
those s tructures which are reasonably necessary for production faci lities or tank batteries shall be erected on the 
surface of the leased premises. 

7. Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee 
agrees to noti fy owner of the Soil in wri ting if fresh water is encountered during drilling, or if a fresh water 
formation is penetrated. 

8. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or 
assigns, free and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to 
prevent additional damage to Owner of the Soil, other land, and crops. 

9. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and 
drainage pits and tank batteries to protect livestock against loss, damage or injury; and upon completion or 
abandonment of any well or wells, Lessee shall fill and level off all slush pits and cellars and completely clean 
up the drill site of all rubbish thereon. 

I 0. In the event of a dry hole or production from a well which production ceases and the abandonment of such well, 
or upon the abandonment of any well location, drill si te, tank battery site or roadway, the premises will be 
restored by lessee as nearly as reasonably possible to its former condition at the cost and expense of Lessee, it 
being the intention of the parties hereto that Lessee shall restore the surface to as nearly the state that is in at the 
time of execution of this lease. 

II . If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furni sh the Owner of the 
Soil with a copy of any such document. 

12. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, 
employees or assigns shall be prohibited from carrying or transporting firearms of any type upon or across the 
herein described premises. 

13. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment 
and property of every kind and character placed by lessee on said premises within ninety (90) days after Lessee 
has finished with the use of the area where such structure, equipment and property are placed . After thirty (30) 
days wri tten notice to Lessee by Owner of the Soil , any such structure, equipment or property left on the lease 
premises by lessee after the ninety (90) day period, shall at Lessor's option, become the property of Owner of the 
Soil. Lessee shall properly plug all wells drilled by Lessee on the leased premises in accordance with the 
requirement of the Railroad Commission of Texas, the Texas Natural Resources Conservation Commission or 
other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the casing at least 
thirty six (36) inches below the surface. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerk!' Office 
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14. Escalating Rentals - Rentals Payable on the third anniversary date of the lease for that period from September 
20, 2008 through September 20, 2009 shall be as follows: 
To the owner of the soil : Five Hundred Fifty Three and 60/ 100 Dollars: $553.60 
To the State of Texas: Five Hundred Fifty Three and 6011 00 Dollars: $553.60 
Total Rental : One Thousand One Hundred Seven and 20/ I 00 Dollars: $ 1, 107.20 
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~ . . NOTICE OF CONFIDENTIALITY RIGHTS: 

General Land Office 
• ~ellnqulshment Act Lease Form 

Revised, September 1997 

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 
SECURITYNUMBER OR YOUR DIRIVER'S LICENSE NUMBER 

~usttn, \!rexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this =.20,._'"-- day of September ,20Q§____ , between the State of Texas, acting 

by and through its agent, Hill Trusts, as Agent for the Waltrip Marital T rust. MSW Revocable Trust and MLH Revocable Trust 

of 550 Bailey. Suite 302. Fort Worth. Texas 76102 

(Give Pennanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and '-'A"'n""ad,.,a.,rk""'o"-'-P""e"'tr""o,le'-"u""m-'-"'C""'o,_.,rpo'""""ra,.,t,io"-n'---------------

of P. 0. Box 1330, Houston. Texas 77251 

(Give Pennanent Address) 

hereinafter 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 Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
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, to-wit: 

N 9/ 16 of the S 7/8 of Section 19, Block C-19, Public School Land 

containing ,.,2""65"".""7""8 ____ _ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Nine Thousand One Hundred Thirty Five and no/100 

Dollars ($"'"9,L.!.1-"'35"".""00"---- -----' 

To the owner of the soil: Nine Thousand One Hundred Thirty Five and no/100 

Dollars ($,"'-9L.!.,1-""35"".""'oo"---- ------' 

Total bonus consideration: Eighteen Thousand Two Hundred Seventy and no/100 

Dollars ($-"18,..=.27w0~.00"""--------' 

The total bonus consideration paid represents a bonus of .!.T!!h!.5re~ewH~uO!!nd.!l.!!.re!<:d0!....2a!!nd~n~ow/1~00~------------------------

------------------ Dollars ($300.00 ) per acre, on ><60'"'.:><9-><0 _____ net acres. 

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

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

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 directly to Lessor 

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

To the owner of the soil : .!.T.!.!h!!.irtv!.l...!a;!!.n~d!...:4:!>5~/.!:10~0:!._ _________________________ _ 

Dollars ($.,..30""' . .::!;45,.__ _______ ~ 

To the State of Texas: .!.T.!.!h!.J.:irtyu...£a!.!.Jn!l.!d~4t><5:t.../1!..l=O~O:...._ ________________________ _ 

Dollars ($.""30""'."'"45,.__ _______ _, 

Total Delay Rental : !>!S:!;:ixty~a~nc!.ld.!..9~0:e./.!:10~0~---------------------------

Dollars ($.,.6,.,0 . ..,.9..,0 ________ _, 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary tenn. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30} days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil , which is defined as including all hydrocarbons produced in a liquid 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 22.5% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be detennined 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 mar1<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 cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 22.5% part of the gross production or the mar1<et value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest mar1<et price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 22.5% part of the residue gas and the liquid hydrocarbons extracted or the mar1<et value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at ann's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennined by 1) the highest mar1<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 22.5% part of 
the gross production of such products, or the mar1<et value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such mar1<et value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product 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. 



.,. 
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 

. ~ommissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its 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 for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
Is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% 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 affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

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

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

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

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 t.peralions 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 ~s should c~se for any cause, 
Lessee's rights shall remain in full force and effect wilhout further operations until the expiration of the P. · l: rm; and! If ~Ek~Y"~n~t resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease ~ ·ng additiOfliP~dlfing or reworking 
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'operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 

· resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 

. .with the shut-in provisions hereof. 

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

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

14. SHUT-IN 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 that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease 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 to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1 /2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the 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 suitable production facilities or suitable market for the 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 expiration of each shut-in year. 

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (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 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 that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 

· Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 

.paying quantities from such deeper depths covered by this lease. 

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

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

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

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

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

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the writtel'l'consent of the owner of the soil. 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 

limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
· facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 

. ~ompletion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

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

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

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

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

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or If Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of t · e, or ifttli~ Ia~ {§~fled and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under t :._~l'5Y all be s~B}Sy 'at forfeiture by the 
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·Commissioner, and he shall forfei t same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
StJbject 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 all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statu1ory lien, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
lessee from the sale of such leased minerals, whether such proceeds are held by lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that lessor may suffer by reason of lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. lessee agrees that the Commissioner may require lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any 1ime determine that this representation Is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. l essee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School l and Board and the Commissioner 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 Natural Resources Code 52.152. 

35. INDEMNITY. lessee hereby releases and discharges the State of Texas and the owner of the soli, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental 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 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 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 from lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement. or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their 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-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, et seq.), or toxic 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, 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, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

~7. 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 nonconforming lease provisions. True and Correct 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and 

.ir:t 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 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 part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy 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 State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

LESSEE: 

By: 
Mrchael A. Nixso 

Title: Land Manager- West Texas/Mid-Co 
Date: Januarv 4 . 2006 

BY: ~~~~----~--~--~-------------­
Individuall and as agent for the State f Texas 

Date: ID- "b-c)-o:::;-
Hill Trusts, as Agent for the Waltrip 
Marital Trust, MSW Revocable Trust and MLH 
Revocable Trust 
Michael S. Wal trip, Trustee 

STATE OF TEXAS 

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

Date:------------

STATE OF TEXAS 
BY: ___________________________________ _ 
Individually and as agent for the State of Texas 

Date: - -----------

STATE OF TEXAS 

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

Date:------------

True and Correct 
copy of 

Ongmal filed in 
Reeves County 

Clerks Office 
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' STATEOF ( 6y(J~ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ,Uvvt.:tJD!WtC1t 
BEFORE ME, the undersigr{ed authonty, on th1s day personally appeared _ J.Jj___..::....f.,..· ~--=-_..( ..... __,.~.A..:....·_..U'-.::l... . .Lj-=y~~..::V....~V\~-------­

know to me to be the person whose name is subscribed to the foregoing instruments as _ ...... {_..t1:<>Lt1..1..L<d"'-..t.;{ ... ).""""().::::..l1~fMt"""1f-!...,:¥'<L----------­
ot ---Jc...:..l!--"':I<I....JUJL-!.:~_..L.....Io......ul....l£-'{~ld...JL..L..I...-....L..a.L.Lf-l.I.L!~""-'-L\o!4<',__--------------<J- 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 corporation . 

. Given under my hand and seal of office this the # day of 20_2k. 

ANGELA MEANS 
Notary Public, State of Texas 

My Commission Expires 
November 04, 2006 

STATE OF ________ _ 

COUNTY OF--------

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared----------------------­

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

of----------- - --------------------------- 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 corporation. 

Given under my hand and seal of office this the ___ day of----------'' 20 __ . 

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

STATEOFT~e~x~a~s ______ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF ,_T..,ar""ra.,n!l.t ------

BEFORE ME, the undersigned authority, on this day personally appeared ~M,.,ic.:;h,a""ei,_,S,.,._,W"'"""al"-'tn,.,· p,__ _______________ _ 

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal of office this the;;(o+ll day of 

STATE OF ________ __ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _____________ __ 

BEFORE ME, the undersigned authority, on this day personally appeared------ --------------- - -

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal of office this the _ _ _ day of _________ _, 20 __ . 

True and Correct 
copy of 

Ongmal filed 1n 
Reeves County 

Clerks Off1ce 

Notary Public in and for----- - ------- -
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ADDENDUM TO LEASE 

Attached to and made a part of that certain Oil and Gas Lease dated September 20, 2005, by 
and between the STATE OF TEXAS, acting by and through its agent, Hill Trusts, as Agent for 

the Waltrip Marital Trust, MSW Revocable Trust and MLH Revocable Trust, Owner of the 
Soil, and ANADARKO PETROLEUM CORPORATION, Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the 
parties that; 

I . Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent 
such roads are used by lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease 
is in force and effect. 

2. Lessee shall notify Lessor a minimum of 24 hours before cutting any new road, if necessary, into or on the 
leased premises. 

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises 
as Lessor's property at the expiration of this lease. 

4. Lessee wi ll bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of 
the ground. 

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose 
of which this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of 
the owner of the Soil. 

6. Lessee, its successors and assigns, shall not erect any buildi ng or houses on the leased premises and that only 
those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the 
surface of the leased premises. 

7. Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee 
agrees to notify owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water 
formation is penetrated. 

8. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or 
assigns, free and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to 
prevent additional damage to Owner of the Soil, other land, and crops. 

9. Upon written demand by Owner of the Soi l, Lessee shall build and maintain fences around its slush, sump, and 
drainage pits and tank batteries to protect livestock against loss, damage or injury; and upon completion or 
abandonment of any well or wells, Lessee shall fi ll and level off all slush pits and cellars and completely clean 
up the dri ll site of all rubbish thereon. 

I 0. In the event of a dry hole or production from a well which production ceases and the abandonment of such well, 
or upon the abandonment of any well location, dri ll site, tank battery site or roadway, the premises will be 
restored by lessee as nearly as reasonably possible to its former condition at the cost and expense of Lessee, it 
being the intention of the parties hereto that Lessee shall restore the surface to as nearly the state that is in at the 
time of execution of this lease. 

11 . If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the 
Soil with a copy of any such document. 

12. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, 
employees or assigns shall be prohibited from carrying or transporting firearms of any type upon or across the 
herein described premises. 

13. Weather permitting, Lessee shall remove from the herein described premises any and all structures, equipment 
and property of every kind and character placed by lessee on said premises within ni nety (90) days after Lessee 
has finished with the use of the area where such structure, equipment and property are placed. After thirty (30) 
days written notice to Lessee by Owner of the Soil , any such structure, equipment or property left on the lease 
premises by lessee after the ninety (90) day period, shall at Lessor's option, become the property of Owner of the 
Soil. Lessee shall properly plug all wells dri lled by Lessee on the leased premises in accordance with the 
require ment of the Railroad Commission of Texas, the Texas Natural Resources Conservation Commission or 
other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the casing at least 
thirty six (36) inches below the surface. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks OH1c:e 



14. Escalating Rentals - Rentals Payable on the third anniversary date of the lease for that period from September 
20, 2008 through September 20, 2009 shall be as fo llows: 
T o the owner of the soil: Six T housand Ninety and noll 00 Dollars: $6,090.00 
To the State of Texas: Six Thousand Ninety and no/100 Dollars: $6,090.00 
Total Rental: Twelve Thousand One Hundred Eighty and no/100 Dollars: $ 12, 180.00 

., 
I• 

I ll 

' . .u _ 

- ------
True and Correct 

copy of 
Origmal filed in 
Reeves County 

Clerks Office 
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OliCE Of CONFIDENTIALITY RIGHTS: 

~ 
-,. 

-<:; . 
General Land Office 

•. Aellnqulshment Act Lease Form 
Revised, September 1997 

IF YOU ARE A NATURAL PERSON YOU MAY REMOVE OR 
STRIKE /\NY OF THE FOLLOWING fNFORMATION FROM THIS 
fNSTRUMENT BEFORE IT IS FILED FOR RECORD fN THE PUBLIC 
RECORDS: YOUR SOCIAL SECURITY 
NUMBER OR YOUR DIRIVER'S LICENSE NUMBER 

~ustin, 'crtexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this .,20,._,t'-'-h __ day of September ,20~ , between the State of Texas, acting 

by and through its agent, James Robert Hill, Individually and Co-Trustee. Virginia Glenn Hill Lattimore. Individually and Co-Trustee. and John A. Stvrsky. 

Co-Trustee of the Houston and Emma Hill Trust Estate 

of 500 West Seventh Street. Suite 1802, Fort Worth. Texas 76102 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and "'A""'n""ad,.,a~rk'""o"-'-P_,._et"'ro""l_,._eu"'m,_,_,C.,o..,_rpo=r..,a_,tio""n'--------------

of P. 0. Box 1330, Houston, Texas 77251-1330 

(Give Permanent Address) 

hereinafter 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 Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
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, to-wit: 

N 9/16 of the S 7/8 of Section 19, Block C-19, Public School Lands 

containing .,2""65"'._,_78,.__ _ ___ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Nineteen Thousand Nine Hundred Thirty Two Dollars and no/1 00 

Dollars ($_,_,19~,9,3<=2"-".0""0-------' 

To the owner of the soil: Nineteen Thousand Nine Hundred Thirty Two Dollars and nQ/1 00 

Dollars ($19.932.00 ) 

Total bonus consideration: Thirty Nine Thousand Eight Hundred Sixtv Four Dollars and no/100 

Dollars ($39,864.00 

The total bonus consideration paid represents a bonus of .!.Tuhr'-"e'-l<e..:.H.!.lu~n~d~re'-l:dwD~o:!!l!.l<la~rs~a!:l.!n.!..ld!-"n.!.loc../...,1 0~0'----------------------

------- ---------- Dollars ($300.00 ) per acre, on ..:.1~32,..""8""8 ____ net acres. 



. . 
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 d irectly to Lessor 

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

To the owner of the soil: Sixty Six Dollars and Forty Four Cents 

Dollars ($.:.<66~·;:!44::!._ _______ -l 

To the State of Texas: Sixty Six Dollars and Forty Four Cents 

Dollars ($~66"".'-'4...:.4 _ _______ -J 

Total Delay Rental: One Hundred Thirty Two Dollars and Eighty Eight Cents 

Dollars ($132.88 ) 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (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 paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be pa1d one-half (1/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the 
owner of the soil: 

(A) OIL Royalty payable on oil , which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 22.5% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run , or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered . The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A ) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 22.5% part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base in measuring the gas under th1s lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 22.5% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or ifthere 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 market 
p rice 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 respect ive 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 22.5% part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the h1ghest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum I to thtleMI c!Refe&~Jess the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay r nt. then fgr tlie J:!:fpose~ of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. /;i ~ ~ O opy 0 

; . ~ /; ng1nal f1led m 
@=s ,.~~'i Reeves County 

Clerk~ Off1t"A 



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 sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's nghts 
or Lessee's obligations, whether express or implied, under this lease. 

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

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and roya lty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts , gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% 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 affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of 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 Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed w1th the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts. reports. cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical andfor 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 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. 

11. DRY HOLEfCESSATION 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.'>perations thereon, or pays or tenders the next annual delay rental in the same manner as prov1ded 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-w~ ~l).ou)Sf 1':'1M~!.qr any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the ttfa erm; a rift iff:e-'ssef} l'la~hot resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lea ~u . ing addilidRM 'Ofilling or reworking 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
·well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 

· · resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

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

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

14. SHUT-IN 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 that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease 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 to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for fetff 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. two 

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

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (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 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 governmenta l authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described m Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other mmerals produced from the retained lands. 
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 
• further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 

· · Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid , this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas IS produced 1n 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall , as nearly as practical, be in the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases contain ing 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 fil ing fee prescribed by the General Land Office rules in effect on the date the release is fi led. If Lessee fa ils or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties pa1d, or to be paid, under this lease shall relieve Lessee of h1s 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. 
Feilt~re te setisF) tile etett~lel') effeet eeligetieA A'IB) 8i:jBjeet tll ia Ieese eA~ IRe ewAer ar IRe seil'e egeRey ri!!Rie te relfeiti:j re . Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

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

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

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

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, 1f after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

21 . t:ISE OF WATER. Le3see s~ell heue the lislrlt te use nete• p;oeJueeel o" seiel leP'Iel iittessel') fer e~eretiens tfrteler tl-tie Ieese eMee,t ueter 
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22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
improvements, livestock and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written .: onsent of the owner of the soil. 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
·limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 

· · facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells , Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

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

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

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

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

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of th ·~~ or if ifi'r.u~~~ilf~IW.1 and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under thi ., · it be subic8P9 bqrfeiture by the 
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Commis'sioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
·subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 

· · lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants 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 processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner 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 Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including , but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental 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 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 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 from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees. and their 
respective successors and assigns. Each assignee of this Agreement. or an mterest therein, agrees to be liable for, exonerate, mdemnify, 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-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, et seq.), or toxic 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 ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN 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. 



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 Genera l 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 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 part of the leased premises is located, and certified copies thereof must be filed in the General Land 

Office. This lease is not effective until a certified copy of this lease (which Is made and certified by the County Clerk from his records) is fi led in the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be bindmg upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

LESSEE: 

By: 
Mi hael A. Nixson 

Title: Land Manager- West Texas/Mid-Cont. Operations 
Date: Januarv 4. 2006 

STATE OF TEXAS \ 

BY:~ - \ ,)_QC:JS 
Individually and as age.!!l.!or the 'State.of Texas 

~Date: ~ \<.Ll, H 
James~bert Hill, ~ndividually and as 
Co-Trustee of the Houston and Emma Hill 
Trust Estate 

STAT 

BY: ~~~~~~~~~~~~-----------

Date: __,~~......., ....... .....,""""~--~....,...,--=­

' John A. Styrsky, Co-Trustee of the 
Houston and Emma Hill Trust Estate 

~TE.QF .TEXA 

lndivi a(t};--e-:ent for thef\tate of Texas 

Date: .(') ~ t=R A., ~ , ~S 
Virginia Glenn Hill Latti~ore, Individuall~ 
and as Co-Trustee of the Houston and Emma 
Hill Trust Estate 

STATE OF TEXAS 

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

Date: -----------------------

True and CorrP-ct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



,. 

(CORPORATION ACKNOWLEDGMENT) 

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

Given under my hand and ""'"I nf nffir-"' his the~ day of 20~. 
,,,,·~~~t···· ANGELA MEANS 

.$-oFR,':·· ··If/.'"., l §": ··."'E Notary Public, State of exas 
~ :.. J~l My Commission Expires 
<-~'ioi\~\<'" November 04, 2006 ,,,,,,.,,,,,, 

STATE OF ________________ __ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF---------------

BEFORE ME, the undersigned authority, on this day personally appeared --------------------------------------------­

known to me to be the person whose name is subscribed to the foregoing instruments as ----------------------------------------
of _____________________________________________________________________________ andacknow~dged~meth~he 

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

Given under my hand and seal of office this the ______ day of------------------ 20 _ _ . 

STATEOF ~ 
COUNTY OF -c~<::::::=,.L-.......,'-""~>.c:..==. 

known to me to be the persons whose names are 

purposes and consideration therein expressed. 

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

(INDIVIDUAL ACKNOWLEDGMENT) 

--~~~~~~~~~~~~~~ the~ayof __ ~~~~~~~--

STATEOF~ 
COUNTY OF ~..C:..-=---'~=-=-:=:::x:=:::::... 

(INDIVIDUAL ACKNOWLEDGMENT) 

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal of office this the \ \Ay of 

SHEILA D. RICHARDS 
NOTARY PUBUC 
STATE OF TEXAS 

My Comm. Exp. 06-27-2009 

~. 2o.OS 
~G-~D~ 

True --correct ~ L i ~ 
8\'~~bl ~c in and for _.<1 l 

Origtnal flied 1n 

Reeves County 
Clg~kr Office 



ADDENDUM TO LEASE 

Attached to and made a part of that certain Oil and Gas Lease dated September 20, 2005 by and 
between James Robert Hill, Individually and Co-Trustee, Virginia Glenn Hill Lattimore, Individually 

and Co-Trustee, and John A. Styrsky, Co-Trustee of the Houston & Emma Hill Trust Estate, as 
Lessor and ANADARKO PETROLEUM CORPORATION as Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the parties that; 

I. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent such roads 
are used by lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease is in force and 
effect. 

2. Lessee shall notify Lessor a minimum of24 hours before cutting any new road, if necessary, into or on the leased 
premises. 

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises as 
Lessor's property at the expiration of this lease. 

4. Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of the 
ground. 

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose of which 
this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of the owner of the 
Soil. 

6. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only those 
structures which are reasonably necessary for production facilities or tank batteries shall be erected on the surface of the 
leased premises. 

7. Lessee will not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee agrees to 
notify owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water formation is penetrated. 

8. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or assigns, 
free and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to prevent additional 
damage to Owner of the Soil, other land, and crops. 

9. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its s lush, sump, and drainage 
pits and tank batteries to protect livestock against loss, damage or injury; and upon completion or abandonment of any 
well or wells, Lessee shall fill and level off all slush pits and cellars and completely clean up the drill site of all rubbish 
thereon. 

I 0 . In the event of a dry hole or production from a well which production ceases and the abandonment of such well, or upon 
the abandonment of any well location, drill site, tank battery site or roadway, the premises will be restored by lessee as 
nearly as reasonably possible to its former condit ion at the cost and expense of Lessee, it being the intention of the parties 
hereto that Lessee shall restore the surface to as nearly the state that is in at the time of execution of this lease. 

I I. I fa ll or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the Soil with 
a copy of any such document. 

12. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, employees or 
assigns shall be pr~hibited from carrying or transporting firearms of any type upon or across the herein described 
premises. 

13. Weather permittiRg
1 

Lessee shall remove from the herein described premises any and a ll structures, equipment and 
property of every kind and character placed by lessee on said premises within ninety (90) days after Lessee has finished 
with the use of the area where such structure

1 
equ i p~eryt and property are placed. After th irty (30) days written notice to 

Lessee by Owner of the Soil, any such st¥ucture, equipment or property left on the lease premises by lessee after the 
ninety (90) day period, shall at.Lessor's option, become the property of Owner of the Soil. Lessee shall properly plug all 
wells drilled by Lessee on the leased premises in accordance with the requirement of the Railroad Commission of Texas, 
the Texas Natura\ Res6urces Conservation Commission or other governmental agencies having jurisdiction. In plugging 
the wells, Lessee shall cut off the casing at least thirty six (36) Inches belo; the surface. 

14. Escalating Rentals- Rentals Payable on the third anniversary date of the lease for that period from September 20,2008 
through September 20, 2009 shall be as follows: 
To the owner of the soil: Thirteen Thousand Two Hundred Eighty Eight Dollars and no Cents 

Dollars $ 13,288.00 
To the State of Texas: Thirteen Thousand Two Hundred Eighty Eight Dollars and no Cents 

Dollars $13,288.00 
Total Rental: Twenty Six Thousand Five Hundred Seventy Six Dollars and no Cents 

Dollars $26,576.00 
True and Correct 

copy of 
Original filed in 
Reeves County 

CIPrl<!'> Off r.e 



TIIESTAT£ 0FTEXAS 
CO\ '\ 1' Of Rt:E\'ES I. Di!Wlnc 0 Florez. Ckrt of the County Court in llld tjt, 

rcby cert1fy that 1M fore mg IS a 111d correct copy of 

~...c.c::.=~..a::.IIOI:.~t.:::~o;~-~.....- dated • i/1J75 



NOTICE OF CONFIDENTIALITY RIGHTS: 

General Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

IF YOU ARE A NATURAL PERSON YOU MAY REMOVE OR STRIKE ANY 
OF TilE FOLLOWIN G INFORMATION FROM THIS IN STRUMENT BEFORE 
IT IS FI LED FOR RECORD IN THE PUBLIC RECORDS: YOUR SOCIAL 
SECURITYNUMBER OR YOUR DIRIVER'S LICENSE NUMBER 

~usttn, Z!texas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this =.20"'-'h-- day of September ,20Q.L__ , between the State of Texas, acting 

by and through its agent, Dorothy Jean Keenom. Individually and as Sole Trustee of the Nancy Puff Jones Trust, and as Sole Trustee of the Thomas Hill 

Puff Trust 

of 1320 Lake Street, Fort Worth, Texas 76102 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and ""A"'n""ad,.,a,rk,o"'-'-P-"e"'tr,.o""le""u""m"-"'C""o ..... rpo<=ra""t.,_,io..,n,__ ____________ _ 

of P. 0. Box 1330, Houston, Texas n251 

(Give Permanent Address) 

hereinafter 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 Lessee under this lease, the State of Texas acting by and through the owner of the soil , hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
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, to-wit: 

NW 9/16 of S 7/8 of SB@df'll Block 19 Block C-19, Public School Land 

containing "'2""65~.""7""8 _____ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Nine Thousand One Hundred Thirty Five and no/1 00 

Dollars ($,.,9...,, 1,.3""5."'0""0 _______ -J 

To the owner of the soil: Nine Thousand One Hundred Thirty Five and no/100 

Dollars ($,.,9...,. 1,.,35""'.""00"-----------' 

Total bonus consideration: Eighteen Thousand Two Hundred Seventv and no/100 

Dollars ($,!,:18"",=.27,0"".0><>0<---------' 

The total bonus consideration paid represents a bonus of ""T"'h,_,re,.e:...:H-"u"'n..,d..,r""ed"-"a"'nd"-'-'n""o/'-'1"'0"'0'-------- -----------------

----- - ------ --- -- Dollars ($300.00 l per acre, on ,.6""'0 . .,9,.0 _ _ ___ net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of five (5) years from 
this date (herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used 
in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commerd'al'llse o ha.suostance(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 directly to Lessor 

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

To the owner of the soil: ..:.T.:..:h:.:..irtuy_,a"'-n""d,_4.:.::5.::.1.._100""'--------------------------­

Dollars ($.~30~·::!;45~--------' 
To the State of Texas: ..:.T.:..:h."-'lrty....._.a,_,n"""d-'4""5'-'/1,_,.0,.0 _________ ________________ _ 

Dollars ($.~30~·::!;45~--------l 

Total Delay Rental: ,.S""ixtv"-'-'a..,n_,d'-'9,_,0.,_/ .... 10,_,0...._ ___________ _______________ _ 

Dollars ($~60~.92.!0=!..---------' 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (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 paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (1/2) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as Including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 22.5% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 22.5% part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 22.5% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or Its parent, subsidiary or affiliate) owns an Interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, 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 22.5% part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYAL TV. 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; oth~(Wise, 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 J3.11nu<t~ 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 f e ~urposes 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 sixty (60) days notice to the holder of the lease, requi re 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 accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

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

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% 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 affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of ti tle dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with Its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held In confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of 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 Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, In accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
Information relative to the operation of the above-described premises, which may be requested by the General Land Office, in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

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

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 lhf! 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, du~ng t e 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 jor any cause, 
Lessee's rights shall remain In full force and effect without further operations until the expiration of the primary term; and if Lessee has n<;>l resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drill\ng or reworking 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall Ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shu1-in provisions hereof. 

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

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

14. SHUT-IN 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 that, until being shut In, was being 
maintained In force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas Is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease. but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease 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 to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the 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 suitable production facilities or suitable market for the 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 expiration of each shut-in year. 

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

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

(A) VERTICAL In the event this lease Is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (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 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 that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall 

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

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

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

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

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

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

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151·52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

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

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

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

?-4. 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. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

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

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

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

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

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

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

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

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well , or if Lessee shall knowingly violate any of the material provisions of this lease, or If this lease Is assigned' and the 
assignment is not fi led in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 



Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants 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 processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner 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 Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental 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 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 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 from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their 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-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, et seq.), or toxic 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, 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, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

}7. 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 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 effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office 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 lease 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 State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

LESSEE: . 

By: 
Michael A. Nixson 

Title: Land Manager- West Texas/Mid­
Date: Januarv 4. 2006 

::~TE 02LXAS ~~~~ 
lndividuallya~e~s 
Date: Oct ober 14 . 2005 
Dorothy Jean Keenom, Individually and as 
sole Trustee of the Nancy Puff Jones Trust, 
and as Sole Trustee of the Thomas Hill Puff 
Trust 

STATE OF TEXAS 

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

Date: --- - ---- -----

STATE OF TEXAS 

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

Date:------------

STATE OF TEXAS 

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

Date:------------



---STATE OF I vx u.s (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF .:....M___;_~~vt~i'-A.::..:....:.___;_-+--
1gned authority, on this day personally appeared -i-=-~....:,..;:.....::::...:....::::....:..._L...L_--L...:=..!,._c_~:..L..J-------­

known to m to be the person whose name is subscribed to he foregoing instruments as - --=='-"-'=...-1-J..t.I,...U:>...L..'-"-''f'<l--='------------

of ad t<. . 
executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the L£* day of 

ANGELA MEANS 
Notary Public. State of Texas 

My CommiSSion Exp1res 
November 04, 2006 

STATE OF ________ _ 

COUNTY OF--------

Notary Pb 1c in and for -;-{¥ k-j 

(CORPORATION ACKNOWLEDGMEND 

BEFORE ME, the undersigned authority, on this day personally appeared----------------------­

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

of----------------------- ---------------- 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 corporation. 

Given under my hand and seal of office this the _ __ day of _________ _, 20 __ . 

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

STATE OF _,_T""ex,a.,.s'--------- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _,_T"'ar'""ra..,n_,_,t ______ _ 

BEFORE ME, the undersigned authority, on this day personally appeared ""'D""'o"'ro~th"-J"'e""a""n'-'K~e,.,e..,_n"'o""m"-----------------

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

20Q2___. 

Tarrant County Texas 

STATE OF ________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF--- - ----

BEFORE ME, the undersigned authority, on this day personally appeared-----------------------

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under my hand and seal of office this the ___ day of __________ , 20 _ _ . 



ADDENDUM TO LEASE 

Attached to and made a part of that certain Oil and Gas Lease dated September 20, 2005, by 
and between the STATE OF TEXAS, acting by and through its agent, Dorothy Jean Keenom, 

Individually and as Sole Trustee of the Nancy Puff Jones T rust, and as Sole Trustee of the 
Thomas Hill Puff Trust, Owner of the Soil, and ANADARKO PETROLEUM 

CORPORATION, Lessee. 

Notwithstanding any provisions of this Lease to the contrary, it is expressly understood and agreed by and between the 
parties that; 

I. Lessee is granted the right to use existing roads on the leased premises for ingress and egress, and to the extent 
such roads are used by lessee, agrees to maintain, restore and keep roads in usable condition so long as this lease 
is in force and effect. 

2. Lessee shall noti fy Lessor a minimum of 24 hours before cutting any new road, if necessary, into or on the 
leased premises. 

3. Lessee shall install and maintain cattle guards at every fence crossing, said cattle guards to remain upon premises 
as Lessor's property at the expiration of this lease. 

4. Lessee will bury and maintain all pipelines and electrical transmission lines 18 inches deep below the surface of 
the ground. 

5. Lessee may use no more of the surface of the leased premises than is reasonably necessary to use for the purpose 
of which this lease is granted, and it shall exercise all rights granted to it herein with due regard for the rights of 
the owner of the Soil. 

6. Lessee, its successors and assigns, shall not erect any building or houses on the leased premises and that only 
those structures which are reasonably necessary for production facilities or tank batteries shall be erected on the 
surface of the leased premises. 

7. Lessee wi ll not pollute any water aquifers or fresh water in, upon or under the leased premises, and Lessee 
agrees to notify owner of the Soil in writing if fresh water is encountered during drilling, or if a fresh water 
formation is penetrated. 

8. Lessee shall maintain all drill sites and other portions of the surface used or occupied by lessee, its successors or 
assigns, free and clear of weed and noxious vegetation, and will maintain the same in a reasonable manner to 
prevent additional damage to Owner of the Soil, other land, and crops. 

9. Upon written demand by Owner of the Soil, Lessee shall build and maintain fences around its slush, sump, and 
drainage pits and tank batteries to protect livestock against loss, damage or injury; and upon completion or 
abandonment of any well or wells, Lessee shall till and level off all slush pits and cellars and completely clean 
up the drill site of all rubbish thereon. 

I 0. In the event of a dry hole or production from a well which production ceases and the abandonment of such well , 
or upon the abandonment of any well location, drill site, tank battery site or roadway, the premises will be 
restored by lessee as nearly as reasonably possible to its former condition at the cost and expense of Lessee, it 
being the intention of the parties hereto that Lessee shall restore the surface to as nearly the state that is in at the 
time of execution of this lease. 

11 . If all or any part of this lease is assigned, released, pooled or unitized, Lessee agrees to furnish the Owner of the 
Soil with a copy of any such document. 

I 2. This lease grants no hunting or fishing rights whatsoever. Furthermore, Lessee, its agents, contractors, 
employees or assigns shall be prohibited from carrying or transporting firearms of any type upon or across the 
herein described premises. 

13. Weather permitting, Lessee shal l remove from the herein described premises any and all structures, equipment 
and property of every kind and character placed by lessee on said premises within ninety (90) days after Lessee 
has finished with the use of the area where such structure, equipment and property are placed. After thirty (30) 
days written notice to Lessee by Owner of the Soil, any such structure, equipment or property left on the lease 
premises by lessee after the ninety (90) day period, shall at Lessor's option, become the property of Owner of the 
Soil. Lessee shall properly plug all wells drilled by Lessee on the leased premises in accordance with the 
req uirement of the Railroad Commission of Texas, the Texas Natural Resources Conservation Commission or 
other governmental agencies having jurisdiction. In plugging the wells, Lessee shall cut off the casjng at least 
thirty six (36) inches below the surface. 



14. Escalating Rentals- Rentals Payable on the third anniversary date of the lease for that period from September 
20, 2008 through September 20, 2009 shall be as follows: 
To the owner of the soil : Six Thousand Ninety and no/ I 00 Dollars: $6,090.00 
To the State of Texas: Six Thousand Ninety and noll 00 Dollars: $6,090.00 
Total Rental: Twelve Thousand One Hundred Eighty and no/1 00 Dollars: $ 12,180.00 
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TIIF. STATE OF TEXAS 
C Ol "'\ n OF REEVES I. DiiMC 0 Florez, Clcrlc of the County Court in IDd 

copy of 

Records of Reevcs County, Texas 
~ L TO CERTIFY WfHf? Wilness my hand and offirt seal at Pecos, Texas 

this /.L4' ~~~yor ~nuoJt.c1, .2o . 

~aC~,_ DIANNE 0 . FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 


