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

A Feb 14 2006 
B Jan 03 2006 
c Jan 10 2006 
D Jan 1 0 2006 
F Feb 14 2006 

~PrttE;O ~ 
~ 

Rentalsi1t~ 
Lease .:____/; / 

Admin: ~ 
Mineral~ 
Maps: 0~ 

79.58 
60 . 00 
39.79 
39.79 
26.52 

-------
ACTIVE 
ACTIVE 
ACTIVE 
ACTIVE 
ACTIVE 

CONTROL 

07-101478 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/ TRACT: 
PART 
ACRES 
DEPTH LIMITS 

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

ROYALTY 
VAR ROYALTY 

BASEFILE COUNTY 

128462 - REEVES 

H & G N RY co 
2 
00 
36 
S'G./1-
318 . 30 
NO 

FOREST OIL CORPORATION 
Feb 14 2006 
3 yrs 
0 .0 0 
0.00 
0 . 12500000 

/ 195 

5 

7 
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Transactiln # 5135 

l.8SS(J': Driscoll, Mary Agnes 

Lessoe: Forest Oil Corporation 

liASE IISIUTIII 

CIUity 
REEVES 

TERMS IFFERED 

PriJury T 11'111: 

Borws/ Acre: 

RIIIWAcre: 

Roy~: 

CDMPARIINS 

MF# 

,/ PIN# 
~1-& ~ 

5 years 

L_ ~O.OO 

L__ $1.00 

1/4 

Lessee 

RAL REVIEW SHEET 

GeologiSt: R. Widmayer 

LeasaDate: 2/14/2006 Ut 0 

Acres: 318.3 

Sec. lllodt Twp survey Base Fm No Part 
128462 SE/2 36 2 00 H&G N RYCO 

TERMS RICIIMMEIIIII 

Prinary Term 5 years ~ 

Borws/Acre [_ $500.00 

Rllltal/ Acre r- $1.00 

Roy~ 1/4 

Date Term Bmus/Ac. Roota/Ac. Roymty Distax:e 

Abst# 
3955 

Last Leasa 

[ I [ -11 [ I r-

[ 
[ 
I 

I f [ l [ [ 

l l [ l , L ____J 

II ~: ~-~ [-

C111111111ts: Paid up 2nd and 3rd year rentals. 4th year rental will be $3~.00 per acre. Also: Eb F. Lucke!, Jr. with 
39.7875 acres and Susan Lucke! Christie with 39.7875 aCres:---

l 

AJU0¥111: rp~ 3·2..4·6fo 

Friday, March 24, 2006 

l._ 

J 
J 
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RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Minera l Leasing 

Peter Boone, Chief Geologist 

App licant: Forest Oi l Corporation 

Prim. Term: 5 years Bonus/ Acre 

Royalty: 1/4 Rental/ Acre 

Consideration 

Recommended: <(?6l~ 
Not Recommended: ----

Jerry Patterson, Commissioner 

DATE: 24-Mar-06 

County: 

$500.00 

Sl.OO 

REEVES 

Comments: Paid up 2nd and 3rd year rentals. 4th year rental will be $350.00 per acre. Also: Eb F. Lucke!, Jr. 
with 39.7875 acres and Susan Lucke! Christie with 39.7875 acres. 

yEeaseF01m 

Recommended: 'fZm1 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: ~ 
Not Recommended: ----

Bill Warnick, General Counse l 

Recommended: il/1J 
Not Recommended: ----
Larry Laine, Chief C lerk 

Approved: k 
Not Approved: ___ _ 

Date: s/:</O 0 
I I 

Date: 4 {/U/f-( OC 



• 



Perry & Perry, Inc. 214 Texas Ave. Suite 1200 P. 0 . Box 3667 Midland Texas 79702 telephone 432.682.7861 facsimile 432.683.5086 toll free 800.725.0925 

April 7, 2006 

Texas General Land Office 
Attn: Drew Reid 
1700 Congress A venue, Room 600 
Austin, TX 78701-1495 

RE: MIRROR AND VERMEJO PROSPECTS 
Oil & Gas Leases - Reeves County, Texas 

Dear Mr. Reid: 

Enclosed are the Certified Recorded copies of the Oil & Gas Leases executed by the designated Agents for the State of 
Texas. These are the Leases we have agreed to on the following properties in Reeves County, Texas: 

All of the N/2SE/4 of Section 6, Block 53, T -4, T & P RR. Co. Survey 

(1) Oil & Gas Lease dated January 3, 2006 executed by Perkins D. Sams as recorded in VOL. 728, PG: 123, OPR. 

(2) Oil & Gas Lease dated January 3, 2006 executed by N.S. Morrow as recorded in VOL. 728, PG. 133, OPR. 

All of the NW/2 of Section 36, Block 2, H &GN RR. Co. Survey 

(3) Oil & Gas Lease dated January 5, 2006 executed by H. Wilson Toon as recorded in VOL. 728, PG. 143, OPR. 

(4) Oil & Gas Lease dated January 5, 2006 executed by David L. Evans as recorded in VOL. 728, PG. 153, OPR. 

All of the SE/2 of Section 36, Block 2, H &GN RR. Co. Survey 

(5) Oil & Gas Lease dated January 10,2006 executed byEb. F. Lucke! Jr. as recorded in VOL. 728, PG. 163, OPR. 

(6) Oil & Gas Lease dated January 10, 2006 executed by Susan Lucke! Christie as recorded in VOL. 728, PG. 173, 
OPR. 

(7) Oil & Gas Lease dated February 14, 2006 executed by Mary Agnes Driscoll as recorded in VOL. 728, PG. 183, 
OPR. 

Also enclosed are the following checks: a) Perry & Perry check no. 5265 of$20,000.00 as bonus consideration on leases 
1 and 2; b) Perry & Perry check no. 5264 of $250.00 as filing fee for lease 1 and 2; c) Perry & Perry check no. 5262 of 
$92,837.51 as bonus consideration for leases 3 thru 7; and d) Perry & Perry check no. 5263 of$625.00 as filing fees for 
leases 3 thru 7. 

Please advise as soon as formal approval is granted and mineral ft.l.e number is assigned. 

Thank you and should you have any questions please call me at 432-682-7861. 

Yours truly, 

/C}[;l2J~ 
L. Christopher Smith, CPL 

I.AJL07 

cc: Mr. Garth Berkeland 
Forest Oil Corporation 
707 17~~> Street, Suite 3600 
Denver CO, 80202 



TEXAS GENERAL LAND OFFICE 
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WNB-Cash 

H. Wilson Toon 
David L. Evans 
Eb. F. Luckcl, Jr. 

usan Lucke( Christie 
Mary Agnes Driscoll 

{) P-r Cfr'~ "Y' t II~ 

VERMEJO - Sec. 36, Blk. 2, H&GN urvcy 

4/6/2006 

&c-r-o Vel j 
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FILE /11635 

General Land Office 
Rellnqulahment Act Lease Form 
Revised, September 1997 

~ustin, \Eexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and ent8fed Into this~ day of LE..,eb.,ru_..a..,ry""-_____ ,,20Q§_ • between the State of Texas. actJng 

by and through Its agent, JIM..,aJ.JryuA:Ilon.....,.e,._s_.,[)dw..scof"""l-------------------------------- --

of 2109 Zeooelin Or Cedar Park Texas 78613 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and --lF~o~resz;sut .... Owii~CoOUJrno&Jraii.IUwoun ______________ _ 

of 707 1 t" Slreet Suite 3600 Qeoyer Colorado 80202 hereloaftBf called Lessee. 

(Give Permanent Address) 

1. GRANTING CLAUSE. For and In conslderatlon of the amounts stated below and of the covenants and agreements to be paid. kept and 
performed by lessee undBf this lease, the State of Texas acting by and through the ownBf of the soil, hereby grants, leases and lets unto lessee, fo( 

the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe Unes. building tanks, storing oil and building power 
stations, telephone lines and othBf structures thereon, to produce, save. take care of. treat and transport said products of the tease. the follo'Mng lands 
situated In Reeves County. State of Texas. to-wit 

All of the SE/2 of Section 36. Block 2. H&GN RR Co. Survey 

SEE EXHIBIT "A" ATTACHED HERETO N~D MADE APART HEREOF 

containing .o~.31u8..,3o~~o0<------ acres. more or less. The bonus oonslderatlon paid for this lease Is as follows: 

To the State of Texas: Nineteen Jboysand Eight hundred N1netv Three and 75/]00's 

Dollars ($19 893 75 

To the owner of the soli: Nlne1eeo Thousand EIQht Hundred Nlnetv Three and 75{100's 

Dollars ($19 893 75 

Total bonus consideration: Thlr!V Njne Thousand Seven Hundred E!Qhty Seven and 5QI1QO's 

Dollars (S39 787 50 

The total bonus consideration paid represents a bonus of EAlvv§.e.J::Hlllunnd~rl!ed!l..===~aiiJodlll..:===::£noiiSILl1illOO!l'l.s====------------

"-SO..,O..,.,O _____ _________ Dollars ($."'500"""'0..,0.._ ____ ) per acre. on .~..79..,,.,.57.,.5._ ___ net acres. 

2. TERM. Subject to the other rrovlslons In this lease, this lease shall be for a term of three !3l • ---- years from 
this date (herein called "primary term") and as long thereafter as oil and gas. or either of them, Is produced In paying quantities from said land. As used 
In this lease, the tenn "produced In paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

·' 

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

• • • •• • • 

True and Correct 
copy of 

Original 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 annlversary date Lessee shall pay or tender to the owner of the soil or to his credit In the---- --------­

RENTALS ARE PAID UP Bank, at -::---:-:---.,.---,-----:-:--:---:-:-:---:--:-- ---,----:::-:-:-c---:---:-::::-­
or Its successors (which shall continue as the depository regardless of changes In the ownership of said land), the amounl 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 defemng 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: Rentals have been orepald See oaragraph 40 

Dollars ($·----------1 

To the State of Texas: Rentals haye been prepaid See paragraoh 40 

Dollars ($·----------~ 
Total Delay Rental: Rentals haye been prepaid See paragraph 40 

Doltars ($•---------------~ 

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 tlank) should 
cease to exist. suspend business. liquidate. fail or be succeeded by another bank. or for any reason fall or refuse to accept rental, Lessee Shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

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

(A) OIL. Royalty payable on oil, which Is defined as lndudlng all hydrocarbons produced In a liquid form at the mouth of the well and also as 
all condensate. distillate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment as hereinafter provided, 
shall be 1/4 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 Offtce, 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 adequale 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 (lriCiudlng nared gas). which Is defined as all hydrocarbons and gaseous substances not 
defined as oil In subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed In a plant for 
the ex1ractlon of gasoline. liquid hydrocarbons or other products) 5hal be 1/4 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 Boyte'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 1/4 part of the residue gas and the liquid hydrocarbons ex1racted 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 wn be based on one hundred percent (100%) of the total plant 
production of residue gas attribubble to 1!3S 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 (SO%) or the highest percent acauing 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 fractionatlng. bumlng or any other processing shaH be 114 part of 
the gross production of such products. or the market value thereof. at the optlon of the owner of the soli 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 ol this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 

I 
TffJ§ tifld correct 

----------------------------------------- --------~~~~---~~L Orlglnal filed In 

• • • • • • • • • • •• • • • • • • • 

• •• • • • • • • • • • • • • • • • • 

• • • •• • • • . 
• 

Reeves County 
Clerks Office 
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6. ROYALTY IN KIND. NoiWithstandlng any other provision In this lease, at any ~me or from time to time. the owner or the soU or the 
Commissioner of the General Land Office may. at the option or either. upon not less than sixty (60) days notice to the holder or the lease, require that the 
payment or any royalties accruing to such royalty owner under this lease be made In kind. The owner or the soil's or the Commissioner or 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 or the General Land Office's rights 
or Lossee·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) shan be without deduclion for 
the oost of producing. galherin!), storing. separating, tteating. dehydrating. oompressing, processing, ttansporting, and othetwise making the oil. gas and 
other products hereunder ready for sale or use. Lessee agrees to oompute and pay royalties on the gross value received, Including any reimbursements 
for severance taxes and produclion related oosts. 

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 planL NoiWithstanding any other provision of this lease, and subject to the writlen oonsent of 
the owner of the soil and the Commissioner of the General Land Office. Lessee may recyde gas for gas lift putpOses on the leased premises or for 
Injection Into any oil or gas produdng formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recyded gas until it Is produced and sold or used by 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 k ind 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 suoceedlng the month of produclion, and royalty 
on gas Is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production. 
accompanied by the affidavit of the owner, manager or other authorized agent. oompleted 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 011 and gas. together with a oopy of all documents, 
records or reports confirming the gross production, disposition and market value Including gas meter readings, plpel1ne 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 reoords 
which the General Land Office may require to verily the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act 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 or royalty being paid on each lease. If Lessee pays 
his royal ty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty or 5% on the royalty or $25.00. whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty or 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 admlnlsttative 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 
righ t 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 or 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 shan annually furnish the Commissioner of the Genenll Land Office 
with Its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commlsslonet w.th ooples of 
all conttacts under which gas Is sold or processed and all subsequent agreements and amendments to such conttacts within thirty (30) days after 
entering Into or making such conttacts, agreements or amendments. Such conttacts 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 oonttacts and records pertaining to the production, 
ttansponation. sale and marketing of the oil and gas produced on said premises. Including the books and accounts. receipts and disCharges or all wells. 
tanks. pools, meters. and pipelines shall at all times be subject to Inspection and examination by the Commissioner o f the General Land Office, the 
Attorney General. the Governor. or the representabve of any of them. 

(B) PERMITS, DRILUNG RECORDS. Written notice or au operations on this lease shall be submitted to the Commlsslooer o f the General 
Land Office by Lessee or operator five (5) days before spud date, workover. re-entty. temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall Include oopies of Railroad Commission forms for application to drill. Copies or well tests. 
completion reports and plugging reports shall be supplied to the General Land Office al 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 Utie. Addltlonally. 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, acoounts, reports, cuttings and cores, or other 
information relative to the operation of the abov&-<lescribed premises. which may be requested by the General Land Office. In addition to those herein 
expressly provided for. Lessee shall have an etectt1cal and/or radioacUvlty survey made on the bore-hole sectloo, from the base or the surface casing to 
the total depth of well , of all wells drilled on the above described premises and shall ttansmlt a true oopy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making or 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 <>-rat Land Office admlnlsttative 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 dlsoovery 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 dlsoovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not termlnale If on or 
before the expiration or sixty (60) days from date of completion or said dry hole or cessation of production Lessee oommences 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 oompleted and abandoned. or the production of oil or ga.s 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 oonducting additional drilling or reworklng 
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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 wen 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 paymen~ this lease shal Ipso fa® 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 acooroance 
with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. II, al the expiration of the primary term, neither oil nor gas Is being 
produce<l on said land. but lessee Is then engaged In drilling or reworidng operations thereon. this lease shall remain In Ioree so long as operations on 
said well or for drilling or reworidng of any additional wells are prosecuted In good faith and In worl<manllke manner without Interruptions totaling more 
than sixty (60) days during any one such operation, and II they result In the production of oil and/or gas. so long thereafter as oil and/or gas Is produce<l 
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. II, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, «hould cease from any cause, this lease shan not terminate If lessee commences additional dnlling or reworiOng 
operations within sixty (60) days alter such cessation, and this lease shall remain In full fon:e and effect for so long as such operations continue In good 
faith and In worl<manlike manner without Interruptions totaling more than sixty (60) days. If such drilling or reworl<lng 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 produce<llrom 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 drflrong or reworidng 
operations result in the completion of a well as a dry hole, the lease will not terminate If the Lessee commences additional drtlllng or reworidng 
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 
rewor1<1ng operations In good faith and In a worl<manllke manner without Interruptions totaling more than sixty (60) days. lessee shall give written notice 
to the General land Ofllce 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 tha~ until being shut in, was being 
maintained In Ioree and effect, a well capable of produdng oil or gas In paying quantities Is located on the teased premises, but oil or gas Is not being 
produce<l for lack of suitable production fadlities or lack of a suitable marl<et, 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 wen capable of produdng oil or gas In paying quantities. If 
Paragraph 3 of this lease does not spedfy 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 shul·ln 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 rewor1<1ng 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 on&­
half (112) to the owner of the soil. If the shut-In oil or gas royalty Is paid. the lease shall be considered to be a produdng lease and the payment shaU 
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 fadllties or suitable marl<et 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~n 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 marl<el value of production from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (112) to the Commissioner of the General Land Offlce and one-half (1/2) to the owner of the soli, begtMing on or 
before the last day of the month following the month In which the oil or gas Is produce<l from the weU causing the drainage or that Is completed In the 
same producing reservoir and located within one thousand (1 ,000) feel 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 di fference 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 g of this 
lease. None of these provisions will relieve lessee of the obligation of reasonable development nor the obligation to dnll offset wells as provided In 
Texas Natural Resources Code 52. 173; however, at the determination of the Commissioner, and with the Commlsslone(s wriHen approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this tease to the contrary, after a well produdng or capable of produdng oil or 
gas has been completed on the leased premises, lessee shall exerdse the diligence of a reasonabl) 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 II 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 produdng In paying quanfities (lndudlng a shut..Jn oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee Is then engaged In continuous drilling or reworl<lng operations, or (2) the number of acres lnduded In a produdng pooled unit 
pursuant to Texas Natural Reloources 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 alter 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 tease 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 fadlities 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 produce<l from the retained lands. 

copy of 
rr.ect 

• • • 
Original filed In 

• •• • • • • • • • • • Reeves County • • • • • • • • •• •• • • • • • • • • • Clerks Office • • • • • •• • •• • • • • 



BOOK 7 28 PAGE 

(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 aaeage 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 termlnaUon 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 FlUNG. The surface aaeage 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 Genetal Land Office. Within 
thirty (30) days after partial termlnaUon of this lease as provided herein. Lessee shaft execute and reoord a release or releases containing a satisfactory 
legal desaiption of the acreage and/or depths not retained hereunder. The reoorded release, or a certified copy of same. shall be filed In the General 
Land Office, aocompanled by the filing fee presaibed by the General Land Office rules In effect on the date the release Is filed. If Lessee falls or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office. then the 
Commissioner at his sole dlsaeUon may designate by written Instrument the acreage and/or depths to be released hereunder and reoord such 
Instrument at Lessee's expense In the county or counties where the lease Is located and In the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

11. OFFSET WELLS. Neither the bonus. delay rentals. nor royaiUes paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-desaibed 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 sucn drilling with diligence. 
Failure to satisfy the statutory offset obllgaUon may subject this lease and the owner of the soli's agency rights to fortelture. Or:V upon the determinaUon 
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 effon. Lessee Is prevented from oompl)'lng 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. nots. 
strikes. acts of God, or any valid order, rule or regulation of government authOrity. then while so prevented, Lessee's obligaUon to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages lor failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee Is prevented, by any such cause. from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However. nothing In this paragraph shall suspend the payment of delay rentals In order to maintain this lease In effect during the primary term 
In the absence of such drilling or reworillng operaUons or production of oil or gas. 

19. WARRANlY CLAUSE. The owner of the soli warrants and agrees to defend tiUe to the leased premises. II the owner of the soli defaults 
In payments owed on the leased premises. then Lessee may redeem the rights of the owner of the soli In the leased premises by paying any morlgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behall of the owner of the soli under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soA. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soli owns less than the enbre undivided surface estate In the above 
described land, whether or not Lessee's Interest Is specified herein, then the royalties and rental herein provided to be paid to the owner of the soli shal 
be paid to him In the proponlon which his Interest bears to the entire undivided surface estate and the royaiUes and rental herein provided to be paid 10 
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 representa~ve must submit to the Commissioner of the 
General Land Office a written statement Which explains the discrepancy between the Interest purponedly leased under this lease and the actual Interest 
owned by the owner of the soli. The Commissioner of the General Land Offtce 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 on&-sixteenth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a ponlon of the land covered by this lease Is lnduded within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soli In accordance with Natural Resources Code Sectlons 
52.151·52.154, or if. at any time after the expiraUon of the primary term or the extended term. this lease covers a lesser nunber of acres than the total 
amount desaibed herein, payments thet are made on a per aae basis hereunder shall be reduced aocordlng 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 shaU be 
calculated based upon the number of acres outside the boundaries of a pooled unit. or. If after the expiraUon 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 lor operations under this lease except water 
from wells or tanks of the owner of the soli; provided. however, Lessee shall not use potable water or water suitable for livestock or lrrigaUon purposes 
for waterflood operaUons without the prior consent of the owner of the soli. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli lor damages caused by Its operations to all personal propeny, 
Improvements, livestock and aops on said land. 

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

24. WELL LOCATION UMIT. No well shall be dnlled nearer then two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soli. 

~----

187 

• • • • • • . • ••• • • • • 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
• • • • • • • . .. 
•• • • • • • • . • • • • • • • •• • .. • • • • 



BOUK 7 28 PAGE 

. 1 

25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and an proper safeguards to prevent pollution. IMlhout 
limiting the foregoing, pollution of coastal weUands, 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 batterles so as to protect Uvestock against loss, damage or i!lury; and upon 
completion or abandonment of any well or wells. Lessee shall fill and level all slush pits and cefl2ts and completely dean up the drilling site of an rubbish 
thereon. Lessee shall. while conducting operations on the leased premises, keep said premises free of all rubbish. cans. botUes. paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near Its original condition and contours as Is practicable. Tanks and 
equipment will be kepi painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph. Lessee shall have the right to remove machinery and ~xtures 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 representaUves 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. Uabtlities. 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 royal ties. 

(B) A SSIGNMENT UMITATION. 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 OfftCe, this lease Is void as of the time of assigrvnent and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be lreated as If It were made to the owner of the soil if the 
assignee Is: 

11) a nominee of the owner of the soil: 
(2) a corporation or subsidiary In ....nich 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 lhe 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, admlnislrator. receiver. or conservator for the 
owner of the soH: 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 dal'rver 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 sooender this lease as 
to such portion or portions. and be relieved of al subsequent obligations as to aaeage 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 aaeage bears to the acreage ....nich was covered by this lease 
Immediately prior lo such surrender: however, such release will not relieve Lessee of any nabllities ....nich 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 acoompanled by the 
prescribed filing fee. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to for1eiture 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 Stale'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 fall or refuse to make the payment of any sum within thirty days after It becomes due. or If Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling. or If Lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lessee 
should fa~ to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office. the School 
Land Board. or the Railroad Commission. or if Lessee should refuse the proper authority access to the records pertaining to operations, or If Lessee or 
an authorized agent should knowingly 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 
assigrvnent is not ~led in the General Land Office as required by law, the rights acquired under this lease shall be subject lo forfeiture by the 
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Commissioner, and he shall forfeit same when suffodenUy tnfotmed of the facts which authonze a forfeiture, and when forfeited tt>e area shall again be 
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as waiving the autOIT'•tic t8mlination of this 
lease by operation of taw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease r nd al rights thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the Gen8f31 Land Office of Mure 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 wfth Texas Natural Resources Code 52.136, the State shall have a first lien upon aD 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, LI!$See grants lila State, In addition to the Uen provided by Texas Natural Resources Code 52.136 and any other applicable statutO<y lien, an 
exprl!$5 contractual lien on and serurity Interest In all leased minerals In and extracted from the leased premises, all proceeds which may aca\J8 to 
Lessee from the sale of such leased mln8f31s, whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used In conneellon wfth the produellon or procesSiriQ of such leased minerals In order to secure the payment of all royalties or other 
amounts w e 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 fien and security Interest may be foreclosed wfth or without court proceedings In 
the manner provided In the Tlde 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 abov!Hlescribed 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. POOUNG. Lessee Is hereby granted the right to pool or unotlze the royalty Interest of the owner of the soil under this lease With any other 
leasehold or mln8f31 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 unltlzlng of the Interest ol the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soli agrees that the Inclusion of this provision In this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soli, their officers, employees, paMers, 
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 ere 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 soli, 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, contrac~ 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 wfth 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 aCI or omission of Lessee, Its directors, officers, employees, paMers. agents, contractors, suboontraCiors, guests, Invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an Interest therein, agrees to be llable for. exonerate, Indemnify, deland and 
hold harmless the State of Texas and the owner of the soli, their officers, employees, and agents In the same manner provided above In connection wfth 
the activities of Lessee, Its o fficers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT UABIUTY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL 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, potlutan~ or contaminant Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regiAated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term "Hazardous Substance• is defined In the Comprehensive ErMronmental Response, Compensation and Liability ACI 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any fed8f31, state. or local taw or regulation ("Hazardous Materials1. except 
ordinary products commonly used in connection wfth oil and gas exploration and development operations and stored In the usual manner and quanbties. 
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, UABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATlON 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 PRE.MISES. 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 ~EQUIREMENTS OF 
APPUCABLE LAW. THIS INDEMNIFICATION AND ASSUMPTlON SHALL APPLY, BUT IS NOT UMITED TO, LIABIUTY 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 WRmEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act. and other applicable statutes and amendments thereto, and If any provision In this lease does not conform to these 
statutes, thn statutes wfll pr evail over any nonconforming lease provisions. 

.• 

1t}9 
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38. EXECUTION. This off 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 saUsfted, the effective dale 
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 flied of record In the office of the 
County Clerl< in any county In which all or any part of the leased premises Is located, and c;e,tified copies thereof must be filed In the General Land 
Office. This lease Is not effective unUI 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. Addltiooally, this lease shall not be binding upon the State unless It 
redtes the actual and 11\Je conslderaUon 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. 

TIUe: Aaent lor Forest Oil eornora!loo 

Date: _:1~~..__,~,_/o:::....r.'----

STATE OF TEXAS ~ 

V sv:~~~ 
'\ lndividuanyand agetiO(tile State of Texas 

Date: b 1)'24;1: 'Ob 
I ' 

STATE OF TEXAS 

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

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

ue an orrec1 
copy of 
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STATEOF~TE~XA~SL-__________ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF '(Y\ \ dJLt\.,v...G 
BEFORE ME, the undersigned authority, on this day personally appeared ,.L....,C.ah.~eri"'-st,.,o,ohwe01r_,SUJmU1ilh~~..~-______________ _ 

known to me to be the person whose name Is subscribed to the foregoing Instruments as Aaent for Forest Oil Corporation A New Yor!s Corporation 

of Forest Oj! Corporation and acknowtedged 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 _j__ day of __!,,...1:::~~~~..._---::-· 
JOLENE F. MULLINS 

Notary PubliC, State of Texos 
Mv Commission Expires 

October 11 , 2009 

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 instrumeniS 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 seat of office this the ___ day of ________ _ 20 __ • 

Notary Public In and for ___ ___ ___ ___ _ 

/. STATE OF TE¥SJ 

couNTY oF iAJ ·I U I o 1M Sol/\ 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personalty appeared .. M,.aLUrvuA;,:a.,_a.,.es,._,p"'d""sco ...... ll _ _ _ _ _ _ ___ _____ _ 

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 

STATE OF _______________ _ 

COUNTY OF ______________ _ 

JARRED C. DAVIS 
Notary Public, State of !exas 

My commis&ton El<pires 
June 2~ . 2008 

{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 __ . 

• • • • • •• • •• 

• • • • • • • • • • • 

• • •• • • • • • • • • • • • •• • • 

• • ••• • • • • • 

Notary Public In and for ____ ________ _ 

True and Correct 
copy of 

Original filed In 
Reeves County 
Clerks Office 
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EXHIBIT"A" 

In the event of conflict or inconsistency between the printed terms of this lease and these 
added terms of this lease, the added terms shall control and be deemed to supersede the 
printed terms of the Lease. 

40. Rentals for years two and three of this lease have been prepaid and are included in the 
bonus consideration described in paragraph 3 above. One half (112) of this amount has 
been paid to the Lessor and one half (112) has been paid to the State of Texas. At the end 
of the third anniversary date of this lease, Lessee shall have the option to renew this lease 
for an additional two (2) years by delivering rentals for the fourth year in the amount of 
$27,851 .26. One half (1/2) of the fourth year rental will be paid to the Lessor and one 
half (1/2) will be paid to the State of Texas. Rental for the fifth year are included in the 
fourth year rental and if the fourth year rental is paid then no additional rentals are due 
under this lease. 

#JfT PROVISIO HHI! Ito W" ,. ~ ' . • , • : "r ~'Ttl.. 
011 US£ Of 111£ DESCR!SEO r.r.;t i ;,~itO:;l F.l~AUSf (» COLO~ 
011 RACE IS IIIVAUD ANh IINfN; il,- ~- ;s,r lllll'<f! Ff'lFW. 

--

Fll.E NO • ...JJ..L6L..:3L5...__ __ I !:Ill 

FILED FOR RECORD ON THE 29TH DAY OF MARCH A.D. 2006 

DULY .J:;CORDED Olt THE 7 30TH DAY OF __ MARo.=~C"'H,__ _ _ _____ .A.D. 2006 

BY:,- :, I· lZ e~ "-3'\ vl_... ./(.DEPUTY 

11:34 A. M. 

9 : 00 A. M. 

r 

~ 

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

• • •• • • • • • • • • • • • •• • • 

• • •• • • • • • • 

DIANNE 0. FLOREZ • COUNTY CLERK 
REEVES COUNTY , TE:XAS 

copy of 
Original filed in 
Reeves County 
C:erks Office 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

Tne above ana forego.ng s a fu t tnJe ana correct pllotog•apnrc copy of rne 
ong na record no.v m my la.v!uf custOdy ana possessron as lhe_saroe s 
• ecirecf§~·n tne pub 1r~2'ds o1 OJY~~ to-.y.nt f" VOL t L~ 
PAGE __ - HRU UJ!'I''J.C"'lffit~ 

I hereby cenrfred on -MARCH 3 1 • 2 Ofi6 
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FILE/I 1953 

General Land Office 
Relinquishment Act Lease Form 
Re,•ised. September 1997 

THIS AGREEMENT is made and entered into this 30" day of~ 2006, between the State of Texas, acting by and through its agent, 
M. BRAQ BENNEJI of 

P.O. Box 51510 Midlan--;-d--;T;;-e-x-as-:7:::9::7::-1:::0---;1-:5-;10::-------------------sa~id.,...a-g-e-nt-

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and FO~ OIL CORPORATION of 

707 17 StreeL Suite 3600. Denver Colorado 80202 
(Give Permanent Address) 

hereinafter called Lessee. 

I. 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 transpon said products of the lease, the 
fo llowing lands situated in Reeves County, State of Texas, to-wit: 

SE/2 Section 36, Block 2, H&GN RR Co. Survey, Reeves County, Texas. 

SEE EXHIBIT " A" A Tf ACR.ED HERETO FOR ADDITIONAL PROVISIONS 

Containing _ _ .,.3_._18""'3,..0 ___ acres, more or less. The bonus consideration paid for this lease 1s as follows: 

To the State of Texas: Fifteen-Thousand and N0 / 100 
Dollars ($ 15 000.00 ) 

To the owner of the soil: Fifteen-Thousand and NOll 00 
Dollars (S 15.QQQ.OO ) 

Total bonus consideration Thirty-Thousand and NOll 00 
Dollars (S 30.000.00 ) 

The total bonus consideration paid represents a bonus of FIVE-HVNDRED Dollars ruJ!Q,QQ) per acre, on@ net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Fjve (5) years from this date (herein ealled 
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 pasL 

3. DELAY RENTALS. If oil or gas in paying quantities is not being produced from the premises on the first anniversary date of 
this lease and there are then no dri ll ing operations being conducted on the premises, then this lease shall terminate unless, on or before such 
anniversary date, Lessee shall pay, !h directly to the owner of the soil and a like amount paid or tendered to the COMMISSIONER OF THE 
GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a delay rental in the amount specified in the following schedule 
multiplied by the number of acres then covered by this lease, which payment, when timely made, shall continue this lease for a period of one {I ) 
additional year. In like manner and upon payment of the amounts set out in the following schedule, this lease may be funher continued for successive 
one-year periods during the primary term of this lease provided that payment is made on or before the anniversary date. 

Anniversary Date 
First 
Second 
Thitd 
Founh 

Delay Rental per Acre 
s 1.00 
s 1.00 
s 350.00 
s 1.00 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY 
REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM TIDS INSTRUMENT 
BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS, YOUR SOCIAL SECURITY 
NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 

M. Brad Bennett, Lessor 
Forest Oil Corporation Lessee 
SE/2 Section 36, Block 2, H&GN RR Co. Survey, 
Reeves County, Texas 
Page 1 of tO 
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4. PRODUCf!ON ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half(lf2) oflhe 
royally provided for in !his lease to lhe Conunissioner of the Geneml Land Office oflhe State of Texas, at Austin, Texas, and one-half(lf2) of such 
royalty to lhe owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form atlhe moulh of the well 
and also as all condensate, distillate, and olher liquid hydrocarbons recovered from oil or gas run lhrough a separator or oilier equipment, as 
hereinafter provided, shall be 1/4 part of lhe gross production or lhe market value !hereof, at lhe option of the owner of the soil or lhc Conunissioner 
of the General Land Office, such value to be determined by I) the highest posted price, plus premium, if any, offered or paid for oil, condensate, 
distillate, or other liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) lhc highest 
market price thereof offered or paid in the general area where produced and when run, or 3) lhe gross proceeds of the sale thereof, whichever is the 
great.er. 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 lhe 
royalty owners through an adequate oil and gas separat.or 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 subparagmph (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 ...!li pan of the gross production or the market 
value thereof, at the option of lhe owner of the soil or the Commissioner of the General Land Office, such value to be based on lhe 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 lhis lease shall not at any time exceed 14.65 
pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Faltrenheit, correction to be made for pressure 
according to Boyle's Law, and for specific gravity according to tests made by the Balance Melhod 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 1/4 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 Conunissioner 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 a.ccruing to a lhird 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 royahies on residue gas and on liquid hydrocarbons shall be determined by I) the highest 
market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for 
such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, 
however, shall the royalties payable under this paragraph be 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 fmctionating. burning or any other processing shall be 114 pan of 
the gross production of such products, or the market value thereof, at lhe option of the owner of the soil or the Commissioner of the General Land 
Office, such market value to be determined as follows: I) on the basis of the highest market price of each product for the same monlh 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. MfNIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by 
production, the royahies 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 docs not specify a delay rental amount, then for 
the purposes of this paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 

6. ROYALTY fN KIND. Notwithstanding any olher 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 e ither, upon not less than sixty (60) days notice to lhe 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 Conunissioner 
of the General Land Office's rights or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCf!ONS. 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, transponing, 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 proponionatc share 
of any fuel used to process gas produced hereunder in any processing plant Notwilhstanding 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 
M. Brad Beman, LeSSOf 
Forest Oil Co<poration Lessee 
SE/2 Secbon 36. Block 2. H&GN RR Co. Survey. ~ 
Reeves County, Texas 
Page 2 of 10 
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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 suceeedmg the month of 
production, and royalty on gas is due and must be received in the General Land Office on or before the I 5th 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 includmg gas meter readings, pipehne 
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, di.sposition 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 accruing when 
the royalty is sixty (60} days overdue. Affidavits and supporting documents which arc not filed when due shall incur a penalty in an amount set by 
the General Land Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall 
bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty 
shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally 
due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in 
dispute as to fair market value. 

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 malcing 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 Commissooner of the 
General Land Office, the Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRlLLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissooner of 
the General Land Office by Lessee or operator five (5} days before spud date, workovcr, 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 
arc 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 (I 5} 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. 

II. DRY HOLE/CESSATION OF PRODUcnON 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 trom the leased premises such production thereof should cease from any cause, this lease shall not 
terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences 
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, 
during the last year of the primary term or within sixty (60} days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas 
should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and 
if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting 
additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production 
under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within 
the primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date 
following the expiration of sixty (60} days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this 
lease shall ipso facto terminate. If at the expiration of the primary tenn or any time thereafter a shut-in oil or gas well is located on the leased 
M. Brad BeMett, Lessot 
FO<est Oil CotpOratlon Lessee 
SE/2 Section 36, Blocl< 2, H&GN RR Co. Survey, 
Reeves County, Texas 
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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, ne1ther 
oil nor gas is being produced on said land, but Lessee is then engaged in dnlling or reworking operations thereon, this lease shall remam in force so 
long as operat1ons on said well or for drilling or reworking of any additional well arc 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 011 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, aner 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 o.nd 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 1f 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 tota.ling more than SIXty (60) 
days. Lessee shall give written notice to the General Land Office within lhirty (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 bemg 
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 Lcsscc may pay as a shut-in 011 or gas royalty 
an amount equal to double the annual rental provided in the lease, but not less than S 1,200 a year for each well capable of producing oil or gas in 
paying quantities. If Paragraph 3 of this lease docs not specifY a delay rental amount. then for the purposes of this paragraph, the delay rental amount 
shall be one dollar (SI.OO) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (I} the expiration of the primary 
term, (2) 60 days af\er the Lcsscc ceases to produce oil or gas from the leased premises, or (3) 60 days af\er Lessee completes a drilling or reworking 
operation in accordance with the lease provisions: whichever date is latesL Such payment shall be made one-half (112) to the Commissioner of the 
General Land Office and one-half ( 112) to the owner of the soil. If the shut-in oil or gas 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 tenn, 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 feiH..more successive periods of one (I) year by paying the same amount each year on or before the expiration 
of each shut-in year. (two)~ 

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 paymg 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 Lcsscc 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(l/2) to the Commissioner of the General Land Office and one-half(l/2) 
to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well 
causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the 
compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lcsscc 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 Lcsscc of the obligation of reasonable 
development nor the obligation 10 drill offset wells as provided in Texas Natural Resources Code 52. 173, ho\\ever, 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. RETAJNED ACREAGE. Notwithstanding any provis1on of this lease to the contrary, after a "ell producing or capable of 
producing oil or gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such 
additional well or wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A} VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it 
shall then terminate as to all of the leased premises, EXCEPT ( I} 40 acres surrounding each oil well capable ofproducmg m paying quantities and 
320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 
hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a 
producing pooled unit pursuant to Texas Natural Resources Code 52.151-52.153, or (3) such greater or lesser number of acres as may then be 
allocated for production purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of 
Texas, or any successor agency. or other governmental authority having jurisdiction. If at any time aner the effective dote of the partial termination 
provisions hereof, the applicable field rules are changed or t.he 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 ncvcnheless continue to 
have the right of ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with 
casements and right-of-ways for existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 
M. Brad Bennett. Lessor 
Forest OU Corpooalion Lessee 
SEn Section 36. Blod< 2, H&GN RR Co Sutvey, 
Reeves County, Texas 
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hereof ("the retained lands"), for ac:eess to and from the retained lands and for the gathering or transportation of oil, gas and other minerals 
produced from the retained lands. 

(B) HORIZONTAL. In the event this lease is tn force ond effect two (2) years after the expiration date of the primary or extended 
term it shall funher 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(l/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 thiny (30) days after panial 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 cenified copy of same, 
shall be filed in the General Land Office, accompanied by the fi ling fee prescribed by the General Land Office rules in effect on the date the release 
is fi led, 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 wriuen 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 
Offi ce 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 ::s 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 l 00 days after the draining 
well or wells or the well or wells completed within 1,000 feet of the leased premises stan producing in commercial quanttlles and shall prosecut~ 
such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease aRd tile e· 01or ef tho sail's ageAG) righl5 to 
forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his wrinen 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. 

l 8. FORCE MAJEURE. If, after a good faith effon, Lessee is prevented from complying wtth 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 ope.rations 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 ti tle 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 mongage, taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this pl!fllgr11ph, Lessee 
may recover the cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. [f 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 proponion 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 proponionately 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 wriuen statement which explains the discrepancy between the interest purponedly 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 proponionate 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. l f, during the primary term, a ponion 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 52.1 S 1-52. l 54, 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 detennined 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. 

~ 2 1. IJSS OF ur .. :rsR. bessoo shall h&"l lila righl 1e wse 'Iller ,radweed OA said laRd AeSOSSIIf)' fer apeFlllieAs wAder lhis4ease 
elieepl · 'Il ler (j Sift ·oils er !aRIES ef lhe a""Rer ef lhe seil; pre• · i~ed, he· 'l "lf, bessu shall Aal wse pelallle 'Iller er "'Iller Sllilallle fer li"eslael; er 
iR'igalien pufJ!esas fer "'lllertlaed epeFOiiaRS "'ilheutlho prier eaASeAI eflh O"'fler eflhe sail. 
M Brad Bennet!. lessor 
FO<est Oil Corpora lion Lauee 
SE/2 Sectlon 38. Block 2. H&GN RR Co. S..vey, .. /? /f' 
Reeves County. Texas ~ ,.v / 
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22. AUTIIORJZED 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 written consent of the owner of the soil. 

25. POLLUTION. In developing th1s area, Lessee shall use the highest degree of care and all proper safeguards to prevont 
pollution. Without limiting the foregoing, pollution of coastal wetlands, natural waterways, n vers 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 si te 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 surfaGC of the land to as near its original cond1tion 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 machmcry and 
fixtures placed by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty ( 120) days a11er the 
expiration or the tennination of this lease unless the owner of the soil grants Lessee an extension of thi.s 12o-day period. However, Lessee may not 
remove easmg from any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until a11er 
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, fucturcs, or casing which are not timely removed by Lessee under the tenns of this paragraph. 

27. (A} ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the 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 1mpair the 
effectiveness of any act perfonned by Lessee. And no change or div1sion in ownership of the land, rentals, or royalties shall bind Lessee for any 
purpose until thirty (30) days a11cr 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 renml shall not affect this lease on the part of the land upon which pro ram rentals are timely paid or tendered; however, if the 
assignor or assignee docs not file a certified copy of such assignment in the General Land Office before the next rental paying date, the entire lease 
shall tenninate 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: 

(I) a nominee of the owner of the so1l; 
(2) a corporation or subsidiary m wh1ch the owner of the soil is a pnnc1pal 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; 
(S} 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 obligauons 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; ho"cver, 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 ass1gnment 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 
M. llfad Bennett. LesSOf 
Forest 0~ Corporation Lessee 
SE/2 Section 36. Block 2, H&GN RR Co. Survey. 
Reeves County, Texas 
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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 penaining 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 pa"ties. Any 
collateral agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render thts lease 
invalid. 

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thiny days after it becomes due, or if 
Lessee or an authorized agent should knowingly make any false rerum or false repon 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 repons in the manner required by law or fail to comply with rules and regulations promul~ated 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 
penaining to operations, or if Lessee or an authorized agent should knowingly fail or refuse to give correct information to the proper authorny, or 
knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material 
provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired 
under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize 
a forfeiture, and when forfeited the area shall again be subject to lease 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 oflhe 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 fi rst 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 th~ 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 coun proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably ncecssary 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 propeny or 
from Lessee's acquisition of this lease. Should the Commiss1oner 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 unitiz.e the royalty interest oflhe owner oflhe soil under this lease with 
any other leasehold or mineral interest for the exploration. development and production of oil or gas or either oflhem 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 mterest of the State under 
this lease pursuant to Texas Nat11ral Resources Code 52.151·52.153. 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 arc 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 oflhc 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 hiiZIII'ds, 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 prov1sions of lh1s Agreement or any other ac1 or omission of Lessee, its directors, officers, employees, partners, agents, contractors, 
subcontractors, guests, invitees, and their respecuve successors and assigns. Each ass1gnee of this Agreement, or an mterest !herem, agrees to be 
hablc for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner oflhc soil, their officers, employees, and agents m 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 TK£ INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED 
UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND WITIIOUT REGARD TO Ttl£ CAUSE OR 
M. Brad Bannen. LesSO< 
Forest Oi Co<ponltion Lessee 
SE/2 Seellon 36, Bloel< 2, H&GN RR Co. Survey, 
RHves Counly, Texas 
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CAUSES THEREOF (EXCLUDING PRE-EXISTING CO DITIONS), STRICT LIABILITY, OR TH E NEGLIGENCE OF ANY PARTY 
OR PARTIES ( l l'\CLUDlNG THE NEGLIGENCE OF T HE INDENINIFI ED 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 contaminanL Lessee shall not bnng 
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 960 I, e t seq.}, or toxic substances under any federal, state, or local law or regulation 
("Hazardous Materials"), except ordinaty 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 S HALL CONSTITUTE A MATERIAL 
BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFE D THE STATE OF 
TEXAS AND THE OWNER OF T H E SOlL FROM AND AGA INST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTI ES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE A1TORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISI G 
OUT OF (I} A VIOLATION OF n u: FOREGOING PROHIBITION OR (11} T ilE PRESENCE, RELEASE, OR DISPOSAL O F ANY 
HAZARDOUS MATERIALS ON, UNDER, OR ABOUT T HE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL 
OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR G ROUND WATER 
CONTAM INATION AND DAMAGE CAUSED BY T HE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, 
UNDER, OR ABOUT T H E LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES lN 
CONFORMANC E W ITH T HE REQUIREMENTS OF APPLICABLE LAW. TH IS INDEMNIFICATION AND ASSUMPTION SHALL 
APPLY, BUT IS NOT LIM ITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY 
OTH ER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE T HE STATE OF TEXAS AND T H E 
OWNER OF T H E SO IL WRI1TEN NOTICE OF ANY BREACH OR SUSPECTED BREAC H OF TIUS PARAGRAPH, UPON 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON REC EJYING A NOTICE FROM A Y 
GOVERNMENTAL AGENC Y PERTAINING TO HAZARDOUS MATERIALS W HICH MAY AFFECT THE LEASED PREMISES. 
THE OBLIGATIONS OF LESSEE HEREUNDER Sl iALL SURVIVE T HE EXPIRATION OR EARLIER TERM INATION, FOR ANY 
REASON, OF T HIS AGREEM ENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52. 171 through 52.190, 
commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not 
conform to these statutes , the statutes will prevail over any 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 fili ng requirements found in Paragraph 39 of this lease have been satisfi ed, 
the effective date of this lease shall be the date found on Page I. 

39. LEASE FILfNG. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the 
office of the County Clerk in any county in which all or any pan of the leased premises is located, and ccnified copies thereof must be filed in the 
General Land Office. This lease is not effective until a cenified copy of this lease (which is made and cen ified 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 cons ideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing 
fcc shall accompany such cenified copy to the General Land Office. 

SEE EXIII BIT " A" A IT AC HED HERETO FOR ADDITIONAL PROVISIONS 

Date:_-+.:...L(1_
0

.LI 
0
_ '--'--------- - -------

STATE OF TEXAS 

By:.~~~~----~~~--~--------­
lndividual ly and as agent for the State ofTexas 

Date: ___ _ 

M. ll<ad BenneU. Lessor 
F<><est Otl CO<J)Ofatlon Lessee 
SEJ2 Section 30, Block 2, H&GN RR Co. Survey, 
Reeves County, Texas 
Page 8 o1 10 

M . BRAD BENNE1T 

•. A"-/( ~ --
By: 4~. ,_ ~ 

Individually and as agent for the State ofTexas 

Date: Zh9h ()t:'~ 
7 7 
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ACKNOWLEDGM ENTS 

Before me, the undersigned authority, on this day personally appeared L. C}ffiiSTOPHER Sl\1 ITH known to me to be the person whose name i5 
subscribed to the foregoing instrument as Agent for Forest Oil Comorat jon A New York Corporation and aclcnowledged 10 me that he executed the same 
for the purposes and coMideration therein expres5cd. in the cnpacity stated, and 35 the act and deed of said corporation. 

Given under my hand and seal of office this the _ _ t_C_ day of Opt~ r 
JOl ENE F. MUlliNS 

Notary PubliC, State of Texas 
My Comm1stion El<pues 

Oclober 11, 2009 

STATE OF TEXAS 
COUNTY OF M IDLAND 

Before me, the undersigned authority, on this day personally appeared M. BRAD BENNETT known to me to be the person whose name is 
subscribed to the foregoing instrument and acknowledged to me that he executed the same for the purposes and coMideration therein expressed. 

Given under my hand and seal of office this the 1'ff;., day of • 

PEGGY AINSWOIIDI 
MY eot.!MlSSION EXPIRES 

Aprl22,2007 

STATE OF TEXAS 
C O UNTY O F ________ _ 

Before me, the undersigned authority, on this day personally appeared known to me to be the person 
whose name is subscribed to the foregoang instrument and acknowledged to me that he executed the same for the purposes and consideration !herem 
expressed. 

Given under my hand and seal of office this the ___ day of - ------·· 2006. 

M. Brad Benneu, LesSO< 
Forest 0~ Corporat>on Lessee 
SE/2 SectiOn 36, Block 2, H&GN RR Co Survey, 
Reeves Counay, Texas 
Page 9 of 10 

Notary Public in and for the State of Texas 

Jopy of 
rect 

Ongrnal filed in 
• • • ••• •• Reeves County • • • • • • • • • • • • • • • • Clerks Office •• • • • •• • • • • • • • • • • • •• • •• • . .. 
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EXHlBIT"A" 

to ill 
Oil and Gas Lease dated J;,, 'i () 2006 
by and between M. Brad Bennett, as Lessor 

and Forest Oil Corporation as Lessee 

BO GK 7 ~ ~ 

40. As to any water well drilled by Lessee on said lands for use in Lessee's operations hereunder, Lessee agrees that 
the owner of the soil may use such excess water as may be available from time to time for ranch operations. Upon the cessation of 
Lessee's use of any water well, such well shall be delivered over to the owner of the soil at no cost to the owner of the soil. Lessee 
may use water from wells drilled by lessee for ordinary lease operations, but without the express written consent of the owner of the 
soil ftrSt obtained, Lessee shall not have the right to use any fresh water from said lands for any extraordinary operations, such as, 
but not limited to, secondary recovery operations. (For the purposes of this Subparagraph (B) the term extraordinary operations 
shall mean any operations other than drilling, completion and reworking operations.) Lessee shall not have the right to use water 
from the owner of the soil's wells, tanks, streams or from any other surface containment for any purpose. 

4 1. The owner of the soil or his designated representative at their sole risk and expense, shall have access to the 
derrick floor and aU other areas at all times during any operations conducted by Lessee on said lands. Written notice of operations 
under this lease shall be submitted to the owner of the soil by Lessee five (5) days before spud date, cessation of production, re­
entry, temporary abandonment or abandonment of any well, and shall include copies of Railroad Commission forms for 
application to drill, well tests, completion reports and plugging records. Lessee shall supply the owner or the soil with any records, 
memoranda, accounts, reports, or other information relative to the operation of the above described premises, which may be 
requested by the owner of the soil, 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 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 owner of the soil within 
fi fteen ( I 5) days after making of said survey. 

42. Rentals in the amount of $120.00 for years two and three of this lease have been prepaid. One-half ( 112) of this 
amount has been paid to the Lessor and one-half (112) has been paid to the State of Texas. Rentals for the Fourth year in the 
amount of $21,060.00 has not been paid and if the fourth year rental is not paid, then this lease will expire. One-half ( 112) of the 
fourth year rental will be paid to the Lessor and one-half ( 112) will be paid to the State of Texas. Rental for the fifth year is 
included in the fourth year renta.l and if the fourth year rental is paid then no additional rentals are due under this lease. 

SIGNED FOR IDENTI FICATION: 

M. Brad Bennett 

M. Brad BeMet1. Lessor 
Forest Oil Corporation Lessee 
SE/2 Section 36. Block 2. H&GN RR Co. SutVey. 
Reeves County. Texas 
Page t o or 10 
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~ Nfr PRUYlSIO~ HER~IN WHitH RESo~lt;1> Tkt ~· L RtKTI.!.. 
OR USE Sf THE DESCRIBED REAl PROPtW BfCAUS£ ~ COlO~ 
0A RACE IS ltiVAI.JD AND UNEHfORCUIBI.£ UHl"'..R FEDEMI. 
li:JI FILE N0._-'1"-'9::..;5::.:3~-

FILED FOit llECOilD 011 'IIIE __ .=.=.=.=;___ •DAY OF· APRIL A.D. 2006 2:31 P . M. 

\.:;....,..---¥- ---'<"D. AY OF __ AP_RI_ L_-...,..:._ _____ .A. D. 2006_9_: O_O_ A_ . _ _;M. 

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

'OIARJIE 0. FLOREZ • COORTY CLERK 
REEVES COUliTY, TEIAS 

• • • 
•• 
•• • 
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General Land Office 
Rollnqulshmont A<t Lease Form 
Revised, S('f'tomber 1997 

~ustin, mexas 

OIL AND GAS LEASE 

BOOK 7 28 PAGE 

THIS AGREEMENT Is made and entered into this lilJIL_ day of ..,Ja111n.u.u,.aurv'--- ----·20ll§._ , between the State of Texas, acting 

by and through Its agent,.....,...._......,.....,......,.._ ____________________________ ______ _ 

of 1959 El Dorado Aye Ber!dey CA 94707 

(Give Permanent Address) 

said agent herein referred to as the owner of the soli (whether one or more). end ---'Euo.,r,.es.,t_,O"'II"'Co""""mo"""ra..,u .. on,_._ _____________ _ 

of 707 17"' StceeL Suite 3600 Qenyer Colorado 80202 hereinafter called lessee. 

(Give Permanent Addrass) 

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 soli. hereby grants. leases and lets unto Lessee. for 
the sole and only purpose of prospeding and drilling for and produdng oU and gas, laying pipe lines. buUdlng tanks, storing oil and building power 
statJons. 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 Beeyes County, State of Texas, to-wtt 

All of the SE/2 of Section 36, Block 2. H&GN RR Co. Survey 

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF 

containing ,.3.u18,.3..,o.__ ____ acres, more or less. The bonus consideration paid for this tease Is as follows: 

To the State of Texas: Nine Thousand Nine Hundred Foorty Six and 

Dollars ($.,_9 ... 94"'6""'88,._ ______ _ 

To the owner of the soli: Nino Thoysan<! Nino Hundred Fourty Six Bod 
Dollars (S ... 9,.,.94"'6,..88...._ _ _ ____ -J 

Total bonus consideration: Nineteen Thoysan<! Eloht Hun<!red Ninety Thr!!!!=:==aod 

Dollars ($19 893 76 

88/lOO's 

88/lOO's 

76/lOO's 

The total bonus consideration paid represents a bonus of fAylY.Q.e.t:HLuunndll!rl!edlt:==="aillndllt:====liOOIQilll.l!Oll:O'~s====-----------­

- - -------------- Dollars (S·"SOO""',OO"""----- -·l per acre, on ,.39"'-"78""7"'5'----- net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall bo for a term of three 13! 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 payfng quantities" means that the recolpts from the sale or other aulhortzed cornmetdal use of the substance(s) 
covered exceed oot of pod<et operatlooal expenses for the six months last pasL 

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

• • • •• • • • • • 
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3. DELAY RENTALS. If no wallis commenced on the leased premises on or before one (1) year from this date. this lease shan terminate. 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli or to his credit In the-------- ---­

RENTALS ABE PAID UP Bank. at---,.---.,-----:-:---:--:-:-:-:--:--- ----:::--.,-,--:--.,.=­
or Its successors (v.illch shall c:ontlnue 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 data. Payments under this paragraph shall operate as a rental and shall caver the privilege of deferring the commencement of a well for 
one (1) y..ar from said date. Payments unde; this paragraph shall be In the following amounts: 

To the owner of the soli: Rentals haya been oreoa!d See oaraoraoh 40 
Dollars ($, ________ _ 

To the State of Texas: Rentals haya been prepaid Sea paraaraph 40 

Dollars ($, ________ _ 

Total Delay Rental: Rentals haye been prepaid See paragraph 40. 
Dollars ($, _________ _ 

In a like maMer and upon like payments or tenders annually, the commencement of a well may be further deferred for succasslve periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the soli may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or Its successor bank) should 
cease to exlsL suspend business, liquidate, fal or be succeeded by another bank, or for any reason fall or refuse to aocapt rental, Lessee shall not be 
held In default for faRura to make such payments or tenders of rental unW thirty (30) days after the owner of the soli shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon production of oU and/or gas, Lessee agrees to pay or cause to be paid on!Hlalf ( 1/2) of the royalty 
provided for In this lease to the Commissioner of the General land Offlca of the State of Texas. at AusUn. Texas, and on!Hlalf (112) of such ro·talty to the 
owner of the soli: 

(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, dlsdllate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/4 part of the gross production or the market value thereof. at the option of the owner of the soli or the Commissioner of the General 
land Office, such value to be detennlned by 1) the highest pasted price, plus premium, If any, offered or paid for oil, condtln53te, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and v.ilen run, or 2) the highest market price thereof offered or 
paid In the general area v.ilere produced and v.ilan 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 efflcJent, 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 condiUons as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (lndudlng nared gas), v.illch Is defined as all hydrocarbons and gaseous substances not 
defined as o8 In subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas prooessed In a plant for 
the extraction of gasollne, liquld hydrocarbons or other products) shaB be 114 part of the gross production or the market value thereof, at the 
opUon of the owner of the soli or the Commissioner of the General land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer, whichever Is the greater; 
provided that the maximum pressure base In measuring the gas under this lease shall not at any time exceed 14.65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees 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 piant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4 part of the residua gas and the liquid hydrocarbons extracted or the market value thereof, at the opUon of the owner 
o f the soli or the Commissioner of the General land Office. All royalUes due herein shall be based on one hundred parcant (1 00%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50°/o), or that percent accruing to Lessee, whichever Is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that If liquid hydrocarbons are 
recovered from gas processed In a plant In v.illch Lessee (or Its parent, subsidiary or afllllate) oWns an Interest than 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), v.illchever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennlned by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) o f comparable quali ty In the general area, or 2) the gross price paid or offered for such residua 
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 royaltles which would have bean 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) v.ilether said gas be ·casinghead," "dry," or any other gas. by fractionating, burning or any other processing shall be 1/4 part of 
the gross production of such products, or the market value thereof, at the opUon of the owner of the soli 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 v.illch 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 lass than an amount equal to the total aMual delay rental herein provided; otherwise. there shall be 
due and payable on or before the last day of the month succeeding the aMiversary date of this lease a sum equal to the total aMual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount than for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 

• • • • • • •••• •• • • • • • • •• • 
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6. ROYAllY IN KIND. Notwithsl3nding any other provtsioll ln this tease. at any ~me or from lime to ~me, the owner of the sod 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. requore that the 
payment of any royalties accruing to such royalty owner under this lease be made In klnd. The owner of the soil's or the Commissioner of the General 
Land Office's right to lake Its royalty In klnd 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 maklng the oil, gas and 
other products hereun1er 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 soli and the Commissioner of the General Land OffiC8, 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 unUI It Is produced and sold or used by Lessee In a manner which endUes the royalty owners to a 
royalty under this lease. 

II. ROYALlY PAYMENTS AND REPORTS. All royalties not taken In klnd shall be paid to the Commissioner of the General Land Office at 
Aus~n. 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 egent. completed In the form and maMer prescribed by the General Land Office 
and shOwing the gross amount and disposition of all oil and gas produced and the mar1<et value of the oil and gas, together With a copy of all documents, 
records or reports confirming the gross production, disposition and mar1tet value Including gas meter readings. pipeline recejpts. 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 repons or records 
which the General Land Office may require to verify the gross production, disposition and mar1tet value. In all cases the authont)' 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 advM:e 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 wlllch 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 lntoresl will begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not flied 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 shaD In no way operate to prohibit tho State's 
right of forfeiture as provided by taw nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply In 
cases of uue dispute as to the Slate's portion of the royalty or to that portion of the royalty In dispute as to fair mar1tet value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall aMually 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 mar1teting of the oil and gas produced on said premises. Including the books and accounts, recejpts and discharges of all wells, 
tanks, pools, meters. and pipelines shall at all times be subjecl to Inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the represen13tlve 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, WOI1tover, re-enlry, 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 dnll. 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. Nl 
applications, permits, rep0<1s or other filings that reference this lease or any speclftc 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 acoordance with Railroad Commission 
rules, any slgnage on the leased premises for the purpose of Identifying wells, tank batteries or other associated improvements to the land must also 
Include the v.ord ·state: Lessee shall supply the General Land Office with any records, memoranda, acoounts, reports, o.rttlngs and cores, or other 
lnfonnation relabve to the operation of the above-described premises. which may be requested by the General Land Office, In add1tion 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 dnll 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 shal 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 
rewor1tlng 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 o f 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 unut the expiration of the primary term: and If Lessee has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional dntung or reworklng 
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operations pu~uant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the fi~t 
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 o f completion of such shut-In oil or gas well and upon the failure to make such paymenL 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 acoordance 
with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the pnmary term, neither oil nor gas Is being 
produced on said land. but Lessee is then engaged In drilling or reworldng operations thereon, this lease shall remain In force so long as operaUons on 
said well or for drilling or reworidng of any additional wells are prosecuted In good faith and In workmanlike maMer without Interruptions totaHng 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 quanti ties from said land, or payment of shut-In oil or gas well royaltles 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 ~ Lessee commences additional drilling or r8WOI1dng 
operaUons within sixty (60) days alter such cessation, and this lease shall remain In full force and effect for so long as such operations continue In good 
faith and In woritmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or r8WOI1dng operabons 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 royaltles Is made as provided herein or as provided by law. It the drilling or reworldng 
operations result In the completion of a well as a dry hole. the lease will not terminate It the Lessee commences additional drilling or reworidng 
operations within sixty (60) days ~Iter the oornpletlon 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 expira tion of the primary term of a lease tha~ until being Shut ln. was being 
maintained In force and effect, a well capable of producing oil or gas In paying quantities Is located on the leased premises, but oil or gas Is not being 
produced for lack o f suitable producUon facilities or lack of a suitable marke~ 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 wen capable of producing oil or gas In paying quantities. It 
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 dnlllng or reworidng operaUon In acoordance 
with the lease provisions: whichever date Is latesL Such payment shall be made on.tlalf (1/2) to the Commissioner of the General land Office and one­
half ( 1/2) to the owner o f the soil. I! 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 fi~t day of the month following the month In which 
production ceased, and, after tha~ It no suitable production facilities or suitable market for the oil or gas exists. Lessee may extend the lease for tour 
more successive periods of one (1) year by paying the same amount each year on or before the explradon 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 wen located within one thousand (1 .000) feet of the leased premises and completed In the same producing 
reservoir, or In any case In which drainage Is occurring, the right to continue to maintain the lease by paying tile shut-In oil or gas royalty shall cease. but 
the tease 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 !he well causing 
the drainage or which Is completed in the same producing reservoir and wilhJn one thousand (1,000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly, on.tlalf (1/2) to the Commissioner of the General land Office and on.tlalf (1/2) to the ownM 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 aMuat shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference wilhJn lhJrty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will aocrue penalty and Interest In acoordance 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 wr1tten approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

18. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing on 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) yea~ after the expiration date of !he 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 drifting or r8WOI1dng operations, or (2) the number of acres Included In a producing pooled unit 
pu~uant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may !hen be allocated for production 
purposes to a proration unit for each such producing well under !he rules and regulations of the Railroad Commission of Texas. or any tuccessor 
agency, or other governmental authority having jurisdk:1lon. It at any time after the effective date of tile partial termination proWions hereof, the 
applicable fteld rules are changed or the well or wells located thereon are reclassl~ed 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 a lithe 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 exporation date of the primary Of extended term 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 term Lessee pays an amount equal to one-half (112) 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 fOfce 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 near1y as practical, be In the fonn 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 tennlnation of this lease as provided herein, Lessee shall execute and reoord a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified oopy 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 falls or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office. then the 
Commissioner at his sole discretion may designate by wntten 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 LesS'Ie 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 Of gas, the Lessee. sublessee, receiver or other agent In control of the 
leased premises shall in good faith begin the drilling of a well Of wells upon the leased premises within 100 days after the draining well Of wells Of the 
well Of wells completed within 1,000 feet of the leased premises st.a11 producing In commercial quantities and shall prosecu1e such driUing With diligence. 
Failure to satisfy the staMo<y offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determlnabon 
of the Commissioner of the General Land Office and With his wrltten approval may the payment of compensatory royalty under appNcable 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 op erations on the leased premises. or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, acfs of God, Of 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 Hable for damages for failure to comply woth such covenants; additionaUy, this lease shalt be 
extended while Lessee Is prevented, by any such cause, from conducting drilling and rewoOdng operations Of 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 pnmary term 
in the absence of such drinlng or rewoOdng operations Of production of oil Of 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 l eased 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 undovlded surface estate In the above 
descnbed 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 royaldes 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 purpOfledly 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 undivtded Interest. However, In no event shall 
the Commissioner of the General Land Office receove 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 son 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 runber of acres than the total 
amount described herein, payments that are made on a per acre besls hereunder shaD be reduced according to the number of acres pooled, released, 
surrendered, Of otherwise severed. so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calet.tlated based upon the number of acres outside the boundaries of a pooled unit. Of, If after the expiration of the pnmary 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 or the o wner of the soil; provided, however. Lesseo 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 shal pay the ownm of the sod for damages caused by Its operabons to aU personal property, 
Improvements. livestock and crops on said land. 

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

24. WELL LOCATION UMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the wrinen consent of the owner of the soli. 
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25. POLL UTION. 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 hydrocar1bons or other pollutant and shall be responsible for all damage to publ ic and private properties. Lessee shall build and 
maintain fences around Its slush, sump, and drainage pits and tank baHeries so as to protect livestock against loss, damage or Injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, botUes, paper a.ops 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 wiN be kept painted and presentable. 

28. 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) clays after the expiration or the 
termination of this lease unless the owner of the soli grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quantities. 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 soH shall become the owner of any machinery, 
fix1ures. or casing whldl 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 d ivision 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 certlfted 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 UMITATION. 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 for1eited by the Commissioner. An assignment will be treated as if It were made to the owner of the soli If the 
assignee Is: 

( 1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary In which the owner 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 soU; 
(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, uustee, exea.otor, administrator, receiver, or conservator for the 
owner of the soil ; or 
(7) a family member of tho owner of tho soil or related to the owner of tile soil by marriage. blood, or adopdon. 

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any time exea.ote 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 property 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 lnsuument. or a copy of the recorded lnsUUment 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 exea.otion date acoompanled by tho 
prescribed filing foe. 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 tile lease of tho above-described land have been Included In this ins1rument. 
Including tho statement of the uue consideration to be paid for the exea.otion of this lease and the rights and duties of the parties. Any oolateral 
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 soli conftlct with those of the State, the owner of the soil Is obligated to pu1 the State's 
interests before his personal Interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any s001 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 fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or If Lessee 
should fall to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or tho Railroad Commission. or If Lessee should refuse the proper authority access to the records pertaining to operations, or If Lessee or 
an authorized agent should knowingly fall or refuse to give correct Information to the proper authority, or knowingly fall or refuse to furnish the General 
Land Office a correct log of any well, or if Lessee shall knowingly vtoiato any of the material provisions of this lease. or If this lease Is assigned and the 
assigMlent Is not filed In the General Land Office as required by Jaw, the rights acquired under this lease shall be subject to forfeiture by the 
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~ • ~~~~s~ioner, and he shall forfeit same when sufficienUy informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 

I 
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 condidon of this lease, whether express or Implied. This Uen and security Interest may be foreclosed with or without court proceedings In 
the manner provided In the Titie 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 abov!Hlescrlbed 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 forfelied as provided 
herein. 

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty Interest of the owner of the soli 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 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 overy 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 stricUy 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 lhe 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 ln. 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 Uabllity Act 
(CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal. state. or local law or regulaUon ("Hazardous Materials"), except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. 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 L.EASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and If any provision In this lease does not conform to these 
statutes. the statutes will prevail over any nonconforming lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It Is filed or record In 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 
or this lease shall be the date round 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 or the 
County Clet1< In any county In which all or any part or 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 thls lease (which Is made and certified by the County Clet1< from his records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionally, thls lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution of thls lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

~:~SEE .L(]:~~ 

STATE OF TEXAS 

nue: Agent for Forest Qjl Corporation 

Date: 1ju jp1, 

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

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

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

STATE OF TEXAS 

BY: ~~--~----~~~--~----------­
IndMdually and as agent for the State of Texas 
Date: __________ _ 

STATE OF TEXAS 

BY: 
l ndlvl-;d:-u-a-;;lly-an-d:-a-:s-a_g_en_t:-:f:-or-:t:-he-:::S:-ta7te- o-:fc::T;-e-xa_s ____ _ 

Date:-----------
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-copy of 

Original filed In 
Reeves County 
Clerks Office 
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STATE OF .J.JTE'"'XA"""S'--....,....----

COUNTYOF !Y\ tCLC(Lv,C\ 
(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared ~.L~ChOd.l!rilllsil.to!llohuersa..;SmmJJIJ[thL.. _______ ______ _ 

known to me to be the person whose name Is subscribed to the foregoing instruments as Agent for Forest Oil Corporation A New Yod! Corpo@tjoo 

of Forest Oil Corpo@Uon 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 -...Ll~..!..!!,A-'""=>-q~ 

JOLENE F. MUlliNS 
No~ry Publoc, State of Texas 

My Comrr~~ssion Expires 
Oclober 11, 2009 

STATE OF ________ _ 

COUNTY OF--------

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on thrs 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 conslderation therein expressed, In the capacity stated, and as the act and deed of said corporation. 

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

STATE OF C,),ko ~ II.~ '\ 
COUNTY OF _...:M.~.:..:~~.:.f--.:..:h:::...__ 

Notary Public In and for-------------

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared E;:biWF:.J.LullJck;;oel..l J~~JrL.----------------

known to me to be the persons whose names are subscribed to the foregoing Instrument, and acknow1edged to me that they executed the same for the 

purposes and consideration therein expressed. 

Given under m~ hand and seal of office this the I 1" day of 

J l ~..... COLLIN BECKER I~ 
:;; _ , COMM. # 1406844 :r 
~ • NOTARY PUBUC. CALIFORNIA ;:: 

., ALAMEDA COUNTY -
11 My Corrvn. Exp Mar 25, 2007 jJ 

Notary Public In and for Ct:... h ~I 1\ • ·., 

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 acknow1edged 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-------------
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EXHIBIT"A" 

In the event of conflict or inconsistency between the printed terms of this lease and these 
added terms of this lease, the added terms shall control and be deemed to supersede the 
printed terms of the Lease. 

40. Rentals for years two and three of this lease have been prepaid and are included in the 
bonus consideration described in paragraph 3 above. One half (1 /2) of this amount has 
been paid to the Lessor and one half (112) has been paid to the State of Texas. At the end 
of the third anniversary date of this lease, Lessee shall have the option to renew this lease 
for an additi9nal two (2) years by delivering rentals for the fourth year in the amount of 
$13,925.62. ' One half (112) of the fourth year rental will be paid to the Lessor and one 
half (112) will be paid to the State of Texas. Rental for the fifth year are included in the 
fourth year rental and if the fourth year rental is paid then no additional rentals are due 
under this lease. 

FILE NO ·---~.l .u6w3,_3.__ _ _ 

AI('( PRCNIS!Oil HE~t-IN W•ut f. ~I"'-.. : • •"' . : '~NT/.!. 
OR USE OF THE OESr.R:BED REAL rftOPf f: :l BECAUS£ Of COLOft 
OR RAC.£ IS ltNAUD ANil iiNEN>tBCFABcf UIII"'R FEOF'W. 
LA\1' 

- -

------1 
I 

I 
FILED FOR RECORD ON THE:...._-=2""9-"TH=-_ _ DAY OF _ _,MA""""R.,.C,...H/LL.. ____ ___ A.D. 2006 11:33 A. M. 'I 
DUL~~O~KD 0 . 30TH DAY OF_----!MAR~=C~H,__ _ ______ .A. D. 2006 _ _...:.~.9~· .._.0,....0c_....cA.___M. 

l Bi:_____k~ lt 2 .d I "til__( V.~EPUTY DIANNE o. FLOREZ, COUNTY CLERK I d REEVES COUNTY, TEXAS 

~~~--~----------------------------------------------------~--~·1 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
Tne above and foregoong s a 'uil true and c~·rec1 poo:og•apo c COOf o• •re 
ong oaf record no.v tn my lawful custody and possess on. as tne ~~ s 
f1ed.recor~:f tne pobf-rzuds Of mt._m ~u¥lAI~ VOL 
PAGE __ THRU UJ:t"J:t"llt£et1Rl)HBllC 
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Relinquishment Act Loue Form 
Revised, September 1997 

~ustin, mexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this .ll!liJ.__ aay of ..,Ja01n ... u.,auryc._ _____ ,20Q!!_ , between lhe State of Texas, actJng 

by and through Its agent, ,;;SlYus;uaanuL"'uck~ewJ..~oCdJhiiJdlllstl.tSeL-_____ ___________________________ _ 

of 2545 103'" Ave SE Belloyue WA 98004 
(Give Pennanent Address) 

said agent herein referred lo as the owner of the soli (whether one or more), and -JFu<>a.r&a;Sut_,Owii..>Coowroo"""ra.,U"'o11n ______________ _ 

of 707 1 r' StroeL Suite 3600 Qenyoc Colorado 80202 herelnafter called Lessee. 

(Give Pennanent Address) 

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 actJng by and llvough the owner of the soli, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospedlng and drilling for and produdng on and gas, laying pipe Ones, buUdlng lanks, storing oil and bulkfmg power 
stalloos, telephone lines and othoc strucllJreS thereon, to produce, save, take care of, treat and transport said products of lhe tease, the following lands 
situated In Beeves County, State of Texas, to-wit 

All of the SE/2 of Secdon 36, Block 2, H&GN BB Co. Survey 

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF 

containing ,z.31u8~o.o3;u.OL-____ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Nine Thousand Nine Hundred Eourtv Six and 

Dollars ($9,946 88 l 

To the owner of the soli: Nine Thousand Nine Hundred Eourtv S)X=llnd 

Dollars ($9 946 88 l 

Total bonus consideration: Nineteen Thousand Eight Hundred Ninety Three 

Dollars ($.u191!..8w9z,;3w7'-ll8"---- ---.l 

88/lOO's 

88/lOO's 

and 16/lOO's 

The total bonus oonslderation paid represents a bonus of fflyiY§elHjjjundl!l!llrr.tled!l:===ajjJndll!l..:===:::inoJISllllcllOO!I:':ts====------------

- - ----------- --- Dollars ($,.500"""00""-----..J> per acre. on ... 39..,.o~.;ZB..,z..,s.__ ___ net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of three !3l years from 
this date (herein called "pdmary tenn") and as long thereafter as oll 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 authodzed commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

L • 
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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 O'Mler of the soil or to his credit In the-----------­

RENTALS ABE PAID UP Bank. at , 
or Its successors (which shall continue as the depository regardless o f changes In the O'Mlershlp of said land), the emounl specified below; In addition, 
Lessee shan 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 Wider this paragraph shall operate as a rental and shall cover the privilege of defetring the commencement of a well for 
one (1) year from said date. Payments Wider this paragraph shaU be In the following amounts: 

To the O'Mler of the soli: Rentals haye been prepaid See paragraoh 40 

Dollars (S _ _ _______ , 

To the State of Texas: Rentals haye been prepaid See paragraQh 4Q. 
Dollars ($ _________ , 

Total Delay Rental: Rentals haye been orepald See paraaraoh 40 

Dollars (S ________ -J 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each dur1ng the pr1mary term. fJI 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 exlsL suspend buslness, liquidate, faR or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days after the o'Mlor of the soli shall deliver to Lessee a proper 
recordable lnsii\Jment naming another bank as agent to receive such payments or tenders. 

4 . PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for In this lease to the Commissioner of the General Lend Office of the State of Texas, at Austin, Texas, end one-half ( 112) of such royalty to the 
owner of the soli: 

(A) OIL Royalty payable on oil, which Is defined as lncludlng all hydrocartxms produced In a Uquld 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 herelnaft91' provided, 
shall be 114 part of tho gross production or tho market value thereof, at tho option of the O'Mler of the soli or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted pr1ce, plus premium, If arry, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type end gravity In the general area where produced and when run, or 2) the highest market pr1ce thereof offered or 
paid In tho general area whore 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 v.ill be !UO free of cost to tho royalty owners tlvough an adequate oil 
and gas separator of conventional typo, or other equipment at least as efltdent so that all Uquld 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 condltlons as they prescr1be. 

(B) NON PROCESSED GAS. Royalty on any gas (Including ftared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from arry well on said land (except as provided herein v.ith respect to gas processed In a plant for 
the extractlon of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the marl<et value thereof. at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on tho highest marl<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 measur1ng 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 ~thor liquid 
hydrocarbons shall be 1/4 part of the resldue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soli or the Commissioner of the General Land Office. An 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 flfty 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) O'Mls an Interest then the percentage applicable to liquid 
hydrocarbons shall be flfty percent (50"/o) 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 spociftod In processing agreements or contracts In 
the Industry), whichever Is the greater. The respective royaJUes on residue gas and on liquid hydrocarbons shall be detennlned by 1) the highest market 
price paid or offered for arry gas (or liquid hydrocarbons) of comparable quality In tho general area, or 2) tho gross price paid or offered for such resldue 
gas (or the weighted average gross selling price for tho respective grades of liquid hydrocarbons). whichever Is the greater. In no event however. shal 
the royalti8!1 payable IM'lder this paragrnph be less than the royalties which would have been due had tho gas not been pnx:essed. 

(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 arry other gas, by fractionating, burning or any other processing shaa be ll4 part of 
the gross production of such products, or the market value thereof, at the option of the owner of tho soil or the Commissioner of the General Land Offtce, 
such market value to be determined as follows: 1) on the basis of tho highest market price of each product for the same month In which such product Is 
produced, or 2) on the basls of the average gross sale price of each product for the same month In which such products are produced; whichever Is tho 
greater. 

5. MINIMUM ROYALTY. Dur1ng any year after the expiration of the pr1mary 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 royaiUes paid dur1ng 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 aero. 
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e. ROYALTY IN KINO. 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 or the soil's or the Commissioner of the General Land Offoce'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 1Mthout deducllon for 
the cost of producir.g, gathering, storing, separating, treating, dehydrating, compressing, processing, transpor1fng, 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 proportional& share of any fuel 
used to process gas produced hereunder In any processing planL 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 recyde gas for gas lift purposes on the leased premises or for 
Injection Into any 011 or gas producing formation underlying the leased premises after the llquld hydrocarbons contained In the gas have been removed; 
no royalties shaU be payable on the recyded gas until it Is produced and sold or used by Lessee In a manner ..tllch endUes the royalty owners to a 
royalty under this lease. 

9. ROY.\LTY PAYMENTS AND REPORTS. AJI royaiUes not taken In kind shall be paid lo the Commissioner of the General Land Offlce at 
Austin, Texas, In the following manner: 

Payment of royalty on producllon of oil and gas shall be as provided In the rules se1 forth In the Texas Register. Rules currenUy 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 or the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, oompleted in the form and manner prescribed by the General Land Offoce 
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 or all documents, 
records or reports confirming the gross production. disposition and market value lndudlng gas meter readings. pipeline receipts, gas tine 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 venfy the gross production, d isposition 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 Offoce. 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, ~er Is 
greater. A royalty payment which Is over thirty (30) days tate shall accrue a penalty of 10% of the royalty due or $25.00 whichever Is greater. In addi tion 
to a penalty. royalties shall accrue Interest at a rate of 12°1. 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 wtlich royalties were originally due. The above penalty provisions shall not apply In 
cases of bUe dispute as to the State's portion of the royalty or to that portion of the royalty In dospu1e as to faor market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall annually fumish the Commissioner of the General Land Offoce 
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 conrldence by the General Land Office unless otherwise authorized by Lessee. AJI other oontracts and records pertaining to the production, 
transportation, sale and mar1<eting of the oil and gas produced on said premises. Including the books and accounts, receipts and discharges of all wells. 
tanks. pools, meters. and plpellnes shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attomey General, the Govemor, 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. worilover, 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. Cop<es of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed 1Mth 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 govemmental agency shall inclUde the word "State• In the Utie. Additionally, In accordance with Railroad Commission 
rules, any slgnage on Uhe leased premises for the purpose of identifying wells, tank batteries or other associated Improvements to the land must also 
lndude 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 abov&-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 mdioactivlty survey made on the boriHlole 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 or each survey on each well to the 
General Land Office within fifteen (15) days alter the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty wh-ver reports. documents or other materials are not filed In the General Land Office when 
due. The penalty for tate filrng shall be set by the General Land Office administrative rule wNch Is effectrve on the date when the materials were due In 
the General Land Office. 

11. DRY HOLEICESSAllON 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 shaU not terminate if on or 
before the expiration of sixty (60) days from date of oompletion of said dry hole or cessation of production Lessee commences additional drilbng or 
reworl<lng operations thereon. or pays or tenders the neX1 aMUal 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 conductlng additional drilling or reworking 
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operallons pursuant to Paragraph 13, using the expiration of the prlmary term as the date of cessation of producllon under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut~n oil or gas well within the prlmary 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~n provisions hereof. 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the explrallon of the primary term. neither oil nor gas Is being 
produced on said land, but Lessee Is then engaged In drilling or reworldng operations thereon, this lease shall remain In force so long as operations on 
said well or for drilling or reworldng 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 ga~ Is produced 
In paying quantities from said land, or payment of shut~n 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 prlmary 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 drifting or reworldng 
operallons 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 reworldng 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~n oil or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by law. If the dril ing or reworldng 
operations result In the completion of a well as a dry hole, the lease will not terminate If the Lessee commences additional drilling or reworldng 
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 GPr.eral Land Office within thirty (30) duys of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph. "wen· means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of off and gas. If. at any time after the expiration of the primary term of a lease that, until being shut ln. was being 
maintained In force and effect. a well capable of produclng 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 off 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 effecllve. each initial shut-In oil or gas royalty must be paid on or before: (1) the expiration of the prlmary 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 (112) to the owner of the soil. If the shut~n 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 prlmary term, or from the first day of the month following the month In which 
production ceased. and. after tha~ 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~n oil or gas royalty shall cease, but 
the lease shall remain effecllve for the remainder of the year for wtllch 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 producllon from the well causing 
the drainage or wtlich Is completed In the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soli. beginning on or 
before the last day of the month following the month In wtlich the oil or gas Is produced from the wen causing the drainage or that Is completed In the 
same producing reservoir and located within one thousand (1.000) feet of lhe leased premises. If the compensatory royalty paid In any 12-month period 
Is an amount less than the annual shuHn 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 rel ieve Lessee of the obllgallon 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 addlllonal 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 Ute expiration date of the prlmary 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~n oil or gas well as provided in Paragraph 14 hereof). or a well 
upon wtlich Lessee Is then engaged in continuous drilling or reworldng 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 lessor 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 effecllve date of the partial termlnallon 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 shan 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 (112) 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) IDENTIFICAnON AND FlUNG. The surface acreage retained hereunder as to each wen 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 falls or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths 10 be released l>ereunder 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 Ge'leral Land Offtce and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid. or 10 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 commerdal 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 produdng In commerdal quantities and shall prosecute such drilling with doligence. 
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 10 drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If. after a good faith effor1. Lessee Is prevented from complying with any express or Implied covenant of this lease. 
from conducting drilling operations on the leased premises. or from produdng oil or gas from the leased premises by reason of war. rebellion, riots, 
stnl<es, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply w.lh such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; addiUonaly. this lease shall be 
extended while Lessee is prevented. by any such cause. from conducting dnnlng and reworldng operations or from produang 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 reworl<ing operations or production of oil or gas. 

111. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tiUe to the leased premises. If the owner of the soU 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 soU under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soli. 

20. (A ) PROPORnONATE 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 shal 
be paid to him In the proportion which his Interest bears to the entire Wldtvided 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 
royally or rental due to the Commissioner of the General Land Office, Lessee or his authonzed representabve must submit to the Commissioner of the 
General Land Office a written statement which explains the d iscrepancy 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 Wldlvided 
interest not covered by a lease. less the proportionate development and production cost allOcable 10 such undtvided Interest However. In no event shall 
the Commissioner of the General Land Office receive as a royally on the gross production allOcable 10 the Wldivtded 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 lnduded within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil In accordance with Natural Resources Code Sections 
52.151-52.154, or if. at any time after the expiration of the primary term or the extended term. this lease covers a lesser number of acres than the total 
amount described herein. payments that are made on a per acre basis hereWlder 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 or this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries or a pooled unit. or. If after the expiration 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 suttable for livestodt or lnigation purposes 
for water11ood 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 sald land. 

23. PIPELINE DEPTH. When requested by the owner of the soil. Lessee shall bury l1s pipelines below plow depth. 

2A. WELL LOCA n o N UMJT. 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 soli. 

177 

·' -, 

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

• • ••• • • 

True and Correct 
copy of 

Original filed In 
Reeves County 
Clerks Office • • • . • . • •• • •• • • 



• 1 

,· 

BOO.K 7 28 PAGE 178 

25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and au 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 
fadtities suffidenl 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 dean up the drilling site of all rubbish 
thereon. Lessee shall. while conducllng operations on the leased premises. keep said premises free of all rubbish. cans. bottles. paper cups or garbage. 
and upon completion or operations shall restore the surface or 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 th is paragraph, Lessee shall have the rfght to remove machinery and fixtures placed 
by Lessee on the leased premises. lndudlng 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 soli grants Lessee an extension of this 120-<Jay period. However. Lessee may not remove casing from 
any well capable or produdng oil and gas In paying quantities. Additionally. Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soli. The owner of the soli shall become the owner of an:• 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 ei ther 
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 royaldes 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 or any 
act performed by Lessee. And no change or division In ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soli (or his heirs. devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership. lnduding 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 tease. If this lease Is assigned in Its entlrety 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 Umely 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. lndudlng any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT liMITATION. Notwithstanding any provision In Paragraph 27(a). If the owner of the soli 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 soli; 
(2) a corporation or subsidiary In which the owner of the soli Is a prindpal stockholder or Is an employee of such a corporation or subsidiary. 
(3) a partnership In which the owner of the soli Is a partner or Is an employee of such a partnership; 
(4) a prindpal 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 soli: 
(6) a fidudary for the owner of the soil: induding 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 soli 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 or this lease Is property 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 lnduded In this instrument. 
induding 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 
agreem ents 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 soli owes the State a fidudary duly and must fully disclose any facts affecting the State's Interest In 
the leased premises. When the Interests of the owner of the soli conmct with those of the State, the owner of the soli Is obligated to put tne State's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum within thirty days after It becomes due. or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or If Lessee shall fall or refuse to drill any 
offset well or wells in good fa ith 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 fall or refuse to furnish the General 
Land Office a correct log of any well, or If Lessee shall knowingly violate any of the material provisions of this lease. or if this lease Is assigned and the 
assignment Is not filed In the General Land Office as required by law. the rights acquired under this lease shall be subject to forfei ture by the 
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Commissioner, and he shall forfeit same when suffocienUy Informed of the faCIS which authonze a forfeiture. and when forfe1ted the area shall again be 
subject to lease under the terms of the Relinquishment Acl 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 ansing hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another Intervene upon satisfactOI)' 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. UEN. 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 statutO!)' lien, an 
express contractual lien on and securi ty 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. wlhether express or Implied. This lien and security Interest may be foreclosed with or without oour1 proceedings In 
the manner provided In the TlUe 1. Chap. g of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may reqwre 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 abOvtH!escribed 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 UOitlze the royalty interest of the owner of the SOli under thls tease 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 shal be approved 
by the School Land &card and the Commissioner of the General Land Office for the pool1ng or unitizing of the Interest of the State l.flder this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the sod agrees that the Inclusion of this provision in this tease sabsfles the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the Slate of Texas and the owner of the soil, their off!CefS, 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 Umlted 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 oocasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or stricUy 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 soli, their officers, employees and agents, their successors or assigns. against any 
and all claims. llabiiiUes, losses, damages. acUons, 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 10 Lessee's failure lo 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 oocasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, Its directors, offiCBrs, 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 soli. 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 UABIUTY, OR THE 
NEGLIGENCE OF AHY 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 
polluoon of any envlronmenlal 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 conlaminant. Lessee shall not bring or permit to remaon on 
the leased premises any asbestos containing materials. explosives, toxic materials, or substances regliated as hazardous wastes. hazardous materials, 
hazardous subslances {as the term 'Hazardous Subslance" Is defined In the Comprehensive Envoronmenlal Response. Compensatoon and Liability Act 
{CERCLA), 42 U.S.C. Seclions 9601, et seq.), or toxic subslances under any federal. state. or local law or regulation ('HazardOus Materials1. except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored In the usu.JI manner and quanuties. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AHD 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AHD 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 
A CTIONS 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 AHY REASON, OF THIS AGREEMENT. 

37. APPUCABLE LAW. This lease is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
knoWin as the Relinqulstvnent Act. and other applicable slatutes 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. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before il ls 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 offoce of the 
County Clerk in any county In which all or any part of the leased premises Is located, and certified copies thereof must be flied 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 ~nd 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. 

Title: Ageot for f orest Oil Corooratlon 

Date: \ / J. <I / 0 V r , 

STATEOF..TEXAS ~ L,f?d_~ 
BY: i(: a!.-<,. «c lndi~~ agent for the State of Texas 

Date: . 4&(.) /a;• /2 6 
{;/ 

STATE OF TEXAS 

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

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

STATE OF TEXAS 

BY: __ ~---------------------------
Indlvldually and as agent for the State of Texas 
Date: _____ _____ _ 

STATE OF TEXAS 
BY: ______________________________ __ 

Individually and as agent for the State of Texas 

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

l True and Correct 
~----------------------------------------------------~~r~~·~~~~c~o~~o~f~ 

nginal filed in 
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~----------------------------------------------------------------w---~---~m.D~Z~W~M~~------------~ 

STATE OF .LT,.EXAo,oS"-------,--.,.-,.----, 

COUNTY OF \'(\ ~ d.l' o._.~,~J 
(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared .,L.cC,.hwn.,.·s""'to.,.oh,_.e..,r_,S ... mwi,..lh.._ _____________ _ 

known to me to be the person whose name is subscribed to the foregoing Instruments as Agent for Forest Oil Corporation A New Yorls Corporation 

of forest Oil Corporation and acknowledged to me that be 

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

Given under my hand and seal of office this the~ day of :::lQ. vi U Q .r 1.... J 

STATE OF ____________ _ 

COUNTY OF _ ______ _ 

JOlENE F. MUlliNS 
Notary Public, Stote of Texas 

My Commission Exptros 
October 11, 2009 

Notary 

(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 oonsideralion therein expressed, In the capacity stated, and as the act and deed of sald corporation. 

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

STATEOF W~!Nf\.c" 
COUNTYOF __ ~~~~"~~~------­

Notary Public in and for _ _ _ _ _ _______ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared ,..S,..u,..sa.._nuL .. u.,.ckwe.,_I_,Cwh._.ris.,ti..,.e'----------------

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 
11, 11111 rr ,, 

purposes and consideration therein expressed. , ,,,, i'o\CGA( 1't11 
,.,,, -<-'+-"' ..... ''~ ,,/ i>"'t- .. •t•• n-: "' ~ 

Given under my hand and seal of office this the~. ~·or :>t>.l;~ L< "'1{ 
f :~o ~T~~~ ~2?L lift~ 

STATE OF _______________ _ 

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

~>usLic. _i..oC:~====:Z!tr£~/2:!\~=\~----
~ . Notar:v Piibllc In and for _.:..•1Jt-~---!l'-"1.!1-'-(-'-) _,___\'-'oL-'---'-).{)-""'~--'(a"'--
.-;. IS' • i",o 0~ • <' "' l ..ii 

.-;./ ~)' ...... ~': !0: :~ . ·~~0.; 
''tt," OF \' r;S~\\>. ,,,, ,,.,,,(,·,\\,,.,,, (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-------------

-· 
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EXHIBIT"A" 

In the event of conflict or inconsistency between the printed tenns of this lease and these 
added terms of this lease, the added terms shall control and be deemed to supersede the 
printed terms of the Lease. 

40. Rentals for years two and three of this lease have been prepaid and are included in the 
bonus consideration described in paragraph 3 above. One half (1 /2) of this amount has 
been paid to the Lessor and one half ( I/2) has been paid to the State ofTexas. At the end 
of the third anniversary date of this lease, Lessee shall have the option to renew this lease 
for an additional two (2) years by delivering rentals for the fourth year in the amount of 
$13,925.62. One half (112) of the fourth year rental will be paid to the Lessor and one 
half (112) will be paid to the State of Texas. Rental for the fifth year are included in the 
fourth year rental and if the fourth year rental is paid then no additional rentals are due 
under this lease. 

FILE NO._--'-l ..u6c..3..,4.___ 

ANY PIICMSIOllllEIIlltl WHit H R[S•~-:,1:, 1~1 \1 l inlfTf.!.. 
Oil USE OF THE DESCR:BED RfAl i'ROr[RTY BECAUSE Of COLOft 
011 RACE IS IUVAUO ANO IINFN>ORCl.ABlf UHf'<R FEOEIW. 
LAW 

FILIID FOR RECORD 01!1 l'IIE __ --=2'-"9-=T:.=H;....__DAY OF _ ____.M ..... A......,.R,..CB....._ _____ _ A. D. 2006 11 : 33 A. M. 

~ .(\ t 1 -.---. ' 
B~<: \t, ,~ I ( ( .,C../ .DEPUTY DI.AMNK 0 . FLOREZ. COUNTY CLERK 

9:00 A. H. DUI.Y RECOIDKD ~~l'IIE .., 30TH DAY OF _ _ __,MA....,R"-'C"-'H'-'--------A.D. 2006 

.-L__) REEVES COUNTY. TEXAS 

L.-...------------~:;;~..;.'_-__ ~~_..;.-;.;;-;;;;;-=-o;;;-;;;;;-;;;;;-----~~~.......Ju..w;o.Q.~~~rrect 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
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ongilla' record now on my lawfu custody and possess.on. as me ~iW~ s 
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~ !..Mld Olllce 
Relinquishment Act Lease Form 
Revlaed, Sopttmber 1997 

~ustin, mexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this HilL_ day of Lf,.ebrua...,.,.y,___ ____ ~,20!l§__ • between the State ofTexas. acting 

by and through Its agent. cNu:ellLIIJOE;..nHJtas:uUw'nolllli.s- ---------------------------- --- ---

of 15214 Camino Pel Sol Houston Texas U083 

(Give Permanent Address) 

said agent herein referred to as the owner or the soli (whether one or more). and .....Jfuor....,.es.,t_.o.,.nueoroo"""'"""'ra"'t"'lo"n ______________ _ 

of 707 1r Slrl!et Sylta 3600 Denver Colorado 80202 hereinafter called Lessee. 

(Give Permanent Ad<lress) 

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 tlvough the owner of the soli, hereby grants, leases and lets unto Lessee. for 
the sola and only pwpose of prospecting and drllllng for and producing oil and gas, laying pipe lines, butldlng tanks, storlng 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 Beeyes County, State of Texas, to-wit 

All of the SEn of Section 36, Block 2, H&GN BB Co. Survey 

SEE EXHIBIT 'A ' AlTACHEO HERETO AND MADE APART HEREOF 

containing ,.,31JJ8z.3..,0L-____ acres, more or less. The bonus conslderaUon paid for this lease Is as follows: 

To the State of Texas: Six Thousand Six Hundred Tblrtv Ontt====arx!=251100's 

Dollars ($6 631 25 ) 

To the owner of the soli: Six Tboysand Six Hundred Thlrtv One and 25/lOO's 

Dollars ($"'6,.63.zJ1w2.,.5c._ _____ -J 

Total bonus consideration: Thirteen Thousand Two Hundred S!xtv Two and SQI!OO's 

Dollars ($13 262 50 ) 

The total bonus conslderaUon paid represents a bonus of fA~y:~~e..tH!J.UIQnd!lir[lledSI...::===illandll!L====!rroii!1Ll1lll00!1:'1.s====------------

- - - ------------- Dollars ($,.500......,00""'-----> per acre, on .. 26,.,.52..,5._ ___ net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be lor a term of three 131 years from 
this data (herein called 'prlmary 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. 
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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 tennlnate, 

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

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

To the owner of the soil: Rentals haye been oreoald See paragraph 40. 

Dollars ($•---------
To the State of Texas: Rentals haye been prepaid See oaragraoh 40 

Dollars ($ _________ , 

Total Delay Rental: Rentals haye been prepaid See paragraph 40 
Dollars ($ _________ , 

In a like manner and upon like payments or tenders aMually, 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 exls~ suspend business, liquidate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days aft.er 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 (112) of the royalty 
provided for In this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which Is defined as Including all hydrocarbons produced In a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipmenL as hereinafter provided, 
shall be 1/4 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 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 1/4 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 oornparable 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 Ume of testing. 

(C) PROCESSE D GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 114 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 at11ibutable to gas produced from this lease, and on fifty percent (50'/o), or that percent accruing to Lessee, whichever Is the 
greater. of the total plant production of liquid hydrocarbons at11ibutable to the gas produced from this lease; provided that If liquid hydrocaribons 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 (SO"A) 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 tor such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocaribons). 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 lhe gas not been processed. 

(0) 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 114 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soli 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 thll 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 amounL then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 

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

• ••• • • • • • • •• • • • • •• • 

• • • • • •• • • •• 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



BOOK 7 Z !:t PAGE 162 

. ., 
,. 

8. ROYALTY IN KINO. Notwithstanding any other provision In this lease, at any time or from time to Ume, 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 o f the soli'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 soli'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 oost of producing, gathering, storing, separating. treating, dehydrating, oompresslng, processing, transporting, and otherwise making the oil , gas and 
other products hereunder ready for sale or use. Lessee agrees to oompute and pay royalties on the gross value received, Including any reimbursements 
tor severance taxes and production related costs. 

e. PLANT FUEL AND RECYCLED GAS. No royalty shan 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 Noi'Mthstandlng any olher 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 6ft purposes on the leased premises or for 
Injection Into any oil or gas producing formation under1ylng the leased premises after the liquid hydrocarbons oontalned 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 enUUes the royalty owners to a 
royalty under this lease. 

II. ROYALTY PAYMENTS AND REPORTS. All royalties not taken In kind shall be paid to the Commissioner of the General Land OffiC8 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 rurrenUy provide that royalty on oil 
Is due at.O must be received In the General Land Office on or before the 5th day of the seoond 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 seoond month succeeding the month of production. 
accompanied by the affidavit of the owner, manager or other authorized agent. oompleted In the form and mBMer prescribed by the General Land Office 
and showing the gross amount and dlsposltlon of all on and gas produced and the market value of the oil and gas, together wfth a oopy of all doruments, 
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 reoords 
which the General land Office may require to verify the gross production, disposition and matl<et 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 shaU accrue Interest at a rate of 12% per year; such Interest wfll begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supportlng documents which are not filed when due shaU lnrur 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 shaU bear all responslbU•ty for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shan In no way operate to prohibit the Stale'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 Ude dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fait market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annuaUy fl.mish the Commissioner of the General Land Office 
with Its best possible estimate of oil and gas r858f'les underiytng this lease or allocable to this lease and shall furnish said Commissioner wfth ooples of 
all contracts under VYhlch gas Is sold or processed and all subsequent agreements and amendments to such oontracts within thirty (30) days after 
entering Into or making such oontracts, agreements or amendments. Such oontracts and agreements when received by the General Land Office shall be 
held In oonfldence by the General Land Office unless otherwise authorized by lessee. All other oontracts and reoords pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, Including the books and ac:oooots, receipts and discharges of all wells, 
tanks. pools, meters. and pipelines shall at all times be subject to lnspectlon and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor. or the representaUve of any of them. 

(B) PERMITS, ORILUNG 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, r&-entry. temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall Include ooples of Railroad Commission forms for application to drill. Copies of well tests, 
oompletion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Corr.mlsston. All 
applications, permits, reports or other filings that reference this lease or any speciftc 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 UUe. Additionally, In accordance with Railroad Commission 
rules, any slgnage 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 wtth any reoords, memoranda, acoounts, reports, ruttings and oores, or other 
Information relative to the operation of the abov!Hlescribed premises, which may be requested by the General Land Office, In addltion to those herein 
expressly provided for. Lessee shall have an electrical and/or radloactlvlty survey made on the bore-hole sectlon. 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 oopy of the log of each survey on each well to the 
General Land Office wfthln fifteen (15) days after the making o f said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents or other matenals 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 disoovery and 
productlon 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 dlsoovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shal not terminate If on or 
before the expiration of sixty (60) days from date of oompletion of said dry hole or cessation of production Lessee oommences 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 taut year of the 
primary term or wfthln sixty (60) days prior thereto, a dry hole be oompleted and abandoned. or the production of oil or gas should cease for any ~use, 
Lessee's rights shall remain In tuu force and effect without further operations until the expiration of the primary term; and If Lessee has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking 
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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 tlhe same manner as provided herein on or before the rental paying date following tlhe expiration of sixty (60) 
days from the date of completion of such shut.Jn oil or gas well and upon tlhe failure to make such payment. this lease shan Ipso faCIO terminate. If at the 
expiration of the primary tenn or any time thereaftBf a shut.Jn oil or gas well is located on the leased prBfnises, payments may be made in accordance 
with the shut-in provisions h8feof. 

12. DRIW NG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of tlhe primary term. neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworldng operations thereon. this lease shall remain In force so long as operations on 
said well or for drilling or reworldng of any additional wells are prosecuted in good faith and In worllmanllke maMer without lntemJptions 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 tlhls 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 Jerminate W Lessee commences additional drilling or reworking 
operations within sixty (60) days aftef such cessation, and this lease shall remain in full force and effect for so long as such operations contlnue In good 
faith and in worlunanlike manner without lntemJptions tolallng more than sixty (60) days. If such drilling or reworldng operations reslAt In the production 
of oil or gas, tlhe lease shall remain in full force and effect for so long as oil or gas Is produced from the leased pr8fnises 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 tlhe driUing or reworldng 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences edditlonal drilling or reworldng 
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 
reworldng operations in good faith and In a worlunanllke manner without lntemJptions 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 slate agency 
having jurisdiction over the production of oil and gas. If, at any time aft8f the expiration of tlhe primary term of a lease that. until being shut In, was being 
maintained in force and elfect, a well capable of produdng oil or gas in paying quantities is located on the leased premises, bot oil or gas is not being 
produced for lack of suitable production facilities or lack of a suilable 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 weU capable of produdng oil or gas In paying quanUUas. If 
Paragraph 3 of this lease does not specify a delay renlal amooot. then for tlhe purposes of this paragraph, the delay renlal amount shall be one dollar 
($1 .00) P8f acre. To be effective, each Initial shut.Jn oil or gas royalty must be paid on or before: (1 ) the expiration of the primary tBfm, (2) 60 days aft8f 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days af\Bf Lessee completes a drilling or reworldng opBflltion In accordance 
with the lease provisions; whlchevBf date Is latest Such payment shaU be made one-half (1/2) to the Commlsslon8f of the General Land Office and one­
half ( 112) to the O'M'ler of the soil. If the shut-In oil or gas royalty Is paid, the lease shall be considered to be a produdng lease and the payment shall 
extend tlhe term of the lease for a period of one year from the end of tlhe primary term, or from the forst 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.Jn 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 tlhe leased prBfnises and completed In the same produdng 
reservoir. or in any case In which drainage Is occunlng, tlhe right to conUnue to malnlaln tlhe lease by paying the shut-In oil or gas royalty shaU cease. bot 
the lease shall remain effective for tlhe remainder of the year for which the royalty has been paid. The Lessee may mainlain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In tlhe lease of the market value of production from the well causing 
the drainage or which is oornpieted in tlhe same producing resBfVoir and within one thousand (1,000) feet of the leased prBfnises. The compensatory 
royalty is to be paid monthly, one-half (112} to the Commissioner of tlhe General Land Office and one-half (112) to tlhe 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 wei causing tlhe drainage or that is completed In the 
same produdng res8fVoir and located within one thousand (1,000) feet of the leased prBfnises. 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; howev8f, at the determination of the Commissioner, and with the Commlsslonefs written approval. the payment 
of compensatory royalties can satisfy tlhe obligation to drill offset wells. 

10. RETAINED A CREAGE. Notwithstanding any provision of this lease to tlhe contrary, af\8( a well produdng or capable of produdng odor 
gas has been completed on the leased premises, Lessee shall exefclse tlhe diligence of a reasonably prudent operator In drUiing such additional well or 
wells as may be reasonably necessary for the proPBf development of the leased pr8fnlses and in marketing the production thereon. 

(A) VERTICAL. ln the event this lease Is In force and effect two (2) years aftBf tlhe 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 produdng In paying quantities and 320 acres 
surrounding each gas well capable of produdng In paying quantities (including a shuHn 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 produdng 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 Ume aft8f the affective date of the partial termination provisions hereof, the 
appUcable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereaft8f aUocated to said well or wells for 
production purposes, this lease shall thereupon tBfminate as to all acreage not thereaft8f allocated to said well or wells for production purposes. 
Notwithslanding tlhe termination of this lease as to a portion of the lands covered hereby, Lessee shal nev8ftheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes desaibed In Paragraph 1 hereof, together with easBfnents and rights-of-way for 
existing roads, existing pipelines and OthBf existing facilities on, over and across ail the lands described In Paragraph 1 hereof ("the relained 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 
fLwther terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") In each wail 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 oonslderation for this lease (as specified on page 1 hereof). If such amount Is paid. tris 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 neariy 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 tennlnatlon of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal desCfiption of the acreage and/or depths not retained hereunder. The recorded release. or a certified copy of same, shall be filed In lhe General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules In effect on the date the release Is flied. If Lessee falls or refuses 
to execute and record such release or releases within ninety (90) days after belng requested to do so by lhe 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 coonty or counties where the lease Is located and In the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WEU.S. Neither the bonus, delay rentals. nor royalties paid, or to be paid, under this lease shall relieve lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee. receiver or other agent In control of the leased 
premises shall drill as many wails 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 wails or the 
wail or wells completed ""thin 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling ""'th diligence. 
Failure to satisfy lhe statutory offset obligation may subject this lease and the owner of the soli'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 ""'th any express or Implied covenant ol 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 l essee shall not be liable for damages for failure to comply ""'th such covenants; additionally, this lease shall be 
extended while lessee Is prevented, by any such cause, from conducllng drinlng and rev.oridng 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 drinlng or reworidng operations or production of oil or gas. 

1 II. WARRANTY CLAUSE. The owner of the soli warrants and agrees to defend titie to the leased premises. If the owner of the soli defaults 
in payments owed on the leased premises. then lessee may redeem the rights of the owner of the soli In the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soli 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 tho owner of the soli owns less than the enUre undivided surface estate In the above 
described land, whether or not Lessee's Interest Is spedfied herein. then the royaiUes 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 royaiUes and rental herein provided to be paid to 
the Comm:ssloner of the General Land Office of the State of Texas shall be llk~e 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 soli. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivlded 
Interest not covered by a lease. less the proportionate development and production cost allocable to such undivlded Interest However, In no event shall 
the Commissioner of the General Land Offoce receive as a royalty on the gross production allocable to the undMded 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 tris lease Is lnduded ""thin 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 basts hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or o therwise severed, so that payments detennlned on a per acre basis under the tenns of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, If after the expiration of the primary tenn. 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 watorflood operations without the prior consent of the owner of the soli. 

22. AUTHORIZED DAMAGES. lessee shan pay the owner of the soli for damages caused by i ts operations to all personal property. 
Improvements. livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, lessee shan bury Its pipelines below plow depth. 

24. WElllOCA TION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam naw on said premises without 
the written consent of the owner of the soli. 
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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 flll 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 lrom 
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 !allure 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 enUre 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 UMITATION. 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 soli 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 property 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 tease 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 lnstrumen~ 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 
presaibed 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. Nl provisions pertaining to the lease of the abov!Hlesaibed land have been included In this Instrument, 
Including the statement of the true consfd8(8tion 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 teased 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 conntct with those of the State, the owner of the soli Is obligated to put the State's 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum within thirty days after It becomes due, or If Lessee or an 
authorized agent should knowingly make any false retum or false report concemlng production or drilling, or If Lessee shall fall or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lessee 
should fail to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give correci information to the proper authority, or knowingly fail or refuse to fumish 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 tease Is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commissioner, and he shall forlelt same when suffidently Informed of the facts which authorize a forlelture, and when forleited the area shall again be 
subject to tease under the terms of the Relinquishment Act. However, nothing herein shalt be construed as waiving the automatlc termination of this 
lease by operation of law or by reason of any spedal limitation arising hereunder. Forleltures may be set aside and this lease and a l rights thereunder 
reinstated before the rights of another lnterv- upon satisfactory 81/fdence 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 hefeto. 

33. LIEN. In accordarv.:o with rexas Natural Resources Code 52.136. the State shall have a first lien upon all oil and gas produced from the 
area covered by this l ease to secure payment of ali unpaid royalty and other sums of money that may beoome 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 oontradual lien on and security Interest In all leased minerals tn and extraded from the teased premises, all proceeds which may acx:rue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee()( by a third party, and all fixtures on and Improvements to the 
leased premises used In connection with the production or processing of such teased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this tease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or oonditlon of this lease. whether express or Implied. This Men and sea.wity Interest may be foreclosed with or without court proceedings In 
the maMer 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 reoord such Instruments as may be reasonably necessary to acknowledge, attach or periect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's adlviUes upon the abov&odescrlbed 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 tease 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 produdlon 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 und8f 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 satisftes 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 respedlve successors and assigns. of and from all and any actions and causes of action 
of every nature. or other harm, Including environmental harm, for v.illch recovery o f 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 OW08f of the soil, their officers, employees and agents, their successors or assigns. against any 
and all dairns. llabBities. losses. damages, actions, personal injury (lncludlng death), costs and expenses, or other harm for which reoovery of damages 
Is sought, under any theory lnduding tort. contraCt. or strid llabllity, lndudlng attorneys' fees and other legal expenses, lnduding 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; tl'ose 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 
respedlve 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 maMer provided above In connection with 
the activities of Lessee, Its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY UMITED 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·EXlSTING CONDITlONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGL.IGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, Including soli, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on. or under, the leased premises, by any waste. pollutant. or contaminant Lessee shan not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous malerials, 
hazardous substances (as the term "Hazardous Substance• Is deftned In the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601. et seq.), or toxic substances und8f 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 maMer and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITlON 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 AGA INST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF A NY 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 lS NOT LIMITED TO, UABIUTY 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 
PARAGRA~H. UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PEJ;:TAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Ad, 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. 

IC9 

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



l 

BOUK 7;! ~ PAGE 

38. EXECUTION. This off 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 or the State or Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied. the effective dale 
of this lease shall be the date round on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 or the Texas Business and Commerce Code. this lease must be filed of record in the office or the 
County Cieri< 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 Cterl< from his records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Addltlooally, this lease shall not be binding upon the Stale unless It 
recites the actual and true consideration paid or promised for execution or this lease. The bonus due the State and the prescribed filing lee shall 
accompany such certified copy to the General land Office. 

LESSEE ) ~ 

BY:~L~G~~~~~· -

TIUe: Agent !or Forest Oil Corogratloo 

Date: -1 fsJ O (r 

STATE OF TEXAS 

BY: 
lndiVl..,,d7 u"'a7.11y- and-;-a-:-s-:a-:-g-:en-;-t f;-o-r -::th-:e"'s"'ta""t-:e-:o-;-1 T=exa--s----

Date: _ _________ _ 

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

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

• • 

STATE OF TEXAS 

BY: 
lndlv-:-ld7u-:a-::11y-:a- nd-;-a-s_a_g_en- t"'f;-or-:th::-e-;;S-:ta7te-:o-:I:-::T;-exa- s ____ _ 

Date: _ _________ _ 

STATE OF TEXAS 

BY:~~--~--~~~~~=---------­
Indlvidually and as agent lor the State of Texas 

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

•• 
• • • 

True and Correct 
copy of 

Original filed In 
Reeves County 

Clerks Office 

• •• 

I 
~ . 
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STATE OFT~ 

COUNTY OF ~ 0 u.vJ 
(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority. on lhls day personalty appeared .. L...,CI<Jhlllr!,.s011oaoo.,her!ll...lsillmwl.ll.th'--------------­

known to me to be the person whose name Is subscribed to the foregoing lnslt\Jments as Aoeot tor F01est Oil Coa!oraUoo A New YOlk Coa!oralloo 

of Forest Oil Co!DQraUon and acknowledged to me that he 

e~eculed the same f01 the purposes and conslderaUon therein e~pressed. In the capacity stated. and as the act and deed of said corporation. 

Given under my hand and seal of office this the _.5__ day of -"""lf""-=t-----

JOLENE F. MULLINS 
Notary PubliC. State of Teus 

My Commossion Exports 
October II. 2009 

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 tho foregoing Instruments as-------------------­

of----------------------- --------------- and acknowledged to me that he 
e~ecuted ths same f01 the f)UfpOses and con~eration therein expressed, In the capacity stated. and as the act and deed of said corporation. 

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

Notary Public In and f01 ------------ -

STATEOFT~E~XA~S~----------- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF ________ _ 

BEFORE ME, the undersigned authority, on this day personally appeared .,N,..e.._n .. E._.H ... a..,s ... u,.nos,.,._ _______________ _ 

known to me to be the persons whose names are subscribed to the fO!egolng Instrument. and acknowledged to me that they ~ecuted the same 101 the 

purposes and consideration therein e~pressed . 

I i"\h 
Glvenundermyhandandsealolofficethlsthe~ dayof ~'Q(,\ . 2o..Qh_. 

c#;c4~ 
(INDIVIDUAL ACKNOWLEDGMENT) 

® 
FLORLEMUS 

sr~"«ts 
II)'Cclmol.~ FtO 0<.2009 

Notary Public In and for _"'\......,.W$....=~----------------

STATE OF 1'etQ£. 
COUNTY OF -~~,_,\;~X:(?....,..L~._._-

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 uecuted the same f01 the 

purposes and conslderaUon therein expressed. 

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

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

• • •• • • • • • • •• • • •• •• • 
• 

Notary Public In and f01 ____________ _ 

• • • • •• • ••• 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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EXHIBIT "A" 

In the event of conflict or inconsistency between the printed terms of this lease and these 
added terms of this lease, the added terms shall control and be deemed to supersede the 
printed terms of the Lease. 

40. Rentals for years two and three of this lease have been prepaid and are included in the 
bonus consideration described in paragraph 3 above. One half (112) of this amount has 
been paid to the Lessor and one half (1/2) bas been paid to the State of Texas. At the end 
of the third anniversary date of this lease, Lessee shall have the option to renew this lease 
for an additional two (2) years by delivering rentals for the fourth year in the amount of 
$9,283.76. One half (112) of the fourth year rental will be paid to the Lessor and one half 
(112) will be paid to the State of Texas. Rental for the fifth year are included in the fourth 
year rental and if the fourth year rental is paid then no additional rentals are due under 
this lease. 

NCr PI<IMSIO!< H~WI.I ~ WM' I' I '!tN(I.!.. 

PAGE 

FILE N0._ -=.18.:..6.:..3::....___ 

OR USE Of TilE OESCR:BED R(;.t ; ;,~>F::l -.t~~US.l ~ COlOft 
011 RACE IS ltiYAlJD AND UfiFNHf.:.:i.;S.£ UHI"fl fUJfML 
liCI¥ 

FILED FOR RECORD 0 11 THE 

DULY RECORDED OM 

BY: - 1 f.,\_ 
' 

lOTH DAY OF_~AP~R""TI ....... ~ ____ ___ A.D. 2006 1 ·41 P 

11TH DAY OF APRIL A. D. 2006 3 :00 P . 

t ~ . DEPUTY 

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

• ••• • • • • • • •• • • •• •• • 

• • • • • • • • ••• 

DIMlME 0. YLOREZ. COUNTY CLERK 
REEVES COUNTY • TEIAS 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
-ne abo\e and foregoong sa fu true and correct pho:ograpn'c copy o' tne 
ong nal record no.-. 1n my la,•,ful custody and ~SS1on as the same s 
'''ed.recorded m the pubic records of my oH~te found '" VOL 129 
PAGE __l.Q_O-,.,Ru 169 OPR -

1 hereoy cert'l'ed on -04~-3=2.006 __ 
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FILEII 2548 

~ Land Office 
ReMnqulahment Act Leese Form 
R.,..Md, September 1097 

!UF I Db2£7F 

~ustin, m:exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this .HJil.._ day or "F~8b.,.rua,.,..rvL------·20Q!I__ , between the State or Texas, acting 

by and through Its agent, x,Jalllckoi!UF:J.rel!lyt-'Cw;ochll!od.wraunl-_______________ ______________ ____ _ 

or r:Jo 15214 Camino Pel Sol Houston Texas 77083 

(Give Pennanent Address) 

said agent herein referred to as the owner or the soil (whether one 0< mO<e), and .....JF~orl!Jeslllilt~Oi!lli~Comota61UM.I .. !looML---------------

of 707 1 t' Street Sujte 3600 Denyer Colorado 80202 hereinafter called lessee. 

(Give Permanent Address) 

1. GRANTING CLAUSE. For and In considera!loo of the amounts stated below and of the covenants and agreoo1ents to be paid, kept and 
performed by lessee under this lease, the State of Texas acting by and through the owner of the soli, hereby grants, leases and lets unto lessee, for 
the sole and only purpose or prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oi l and building power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products or the lease, the following lands 
situated In Reeyes County, State of Texas, to-wit 

All of the SE/2 of Sec!loo 36, Block 2, H&GN RR Co. Survey 

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF 

containing ,.3..,18 .... ,3..,0.__ ____ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Six T!Joysand Six Hundred Thirty On~t:==and 

Dollars ($8 631 25 ) 

To the 0\Mler of the soil: Six Thoo,and Six Hundred Thirty On~t:==and 

Dollars ($.,.6_,.6 ... 31.....,25..__ _____ _ 

Total bonus consideratlon: Tblrteeo Thoysand Two Hundred Sixty Two 

Dollars ($13 262 50 

25/100's 

25/100's 

and 5011 OO's 

The total bonus consideration paid represents a bonus or EFiYiv.e.e.tHluu!lndwr:JiedSI..:===aillndl!t:====Dno~lll1.!!00!['1s ====----------- -

--------------- - Dollars ($.,.5QO..,....,OO..__ ___ _,) per acre, on .. 26...,.52.,5,__ ___ net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of three 13! years from 
this date (herein called "primary term1 and as long thereafter as oil and gas, or either of them. Is produced In paying quantities from said land. As used 
In this tease. the term "produced in paying quantities· means that the receipts from the sale or other authorized ex>mmerdal use of the substance(s) 
oover8d exceed out of pocl<et operational expenses for the six months last past 

copy of 

I 
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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 tennlnate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli or to his aedlt In the - - - - --------­

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

To the owner of the soil: Rentals haye been prepaid See paragraph 40 

Dollars ($. _ _______ _ 

To the State of Texas: Rentals haye been prepaid See paragraph 40 
Dollars ($. _________ _ 

Total Delay Rental: Rentals haye been prepaid See paragraph 40 

Dollars ($·-------- -

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. AU payments or tenders of rental to the owner of the soli may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or Its suocassor bank) should 
cease to exist, suspend business, liquidate. fall or be suoceeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held in default for fa ilure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a propet 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for In this lease to the Commissioner of the General Land Office of the State of Texas. at Austin, Texas, and one-half (112) of sud1 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 equlpmenl as hereinafter provided, 
shall be 114 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, 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 v.tlen run, or 2) the highest market price thereof offered or 
paid In the general area v.tlere produced and when run, or 3) the gross proceeds of tho cafe thereof, whichever Is the greater. Lessee agrees that before 
any gas produced from the leased premises Is sold, used or proce:..:ed 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 sud1 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), v.tlld11s defined as all hydrocaribons 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 114 part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, 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, v.tllchever 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 pet square Inch absoiU1e, 
and the standard base temperature shall be sixty (60) degrees Fahrenhell correction to be made for pressure 8()C()(diog to Boyte'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 1/4 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"/o) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50"/o), or that percent accruing to Lessee, Yltlid1ever 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 lnteresl then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50"A.) 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 spedfied In processing agreements or contracts In 
the Industry), v.tllchever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennlned by 1) the highest markel 
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 sud1 residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), v.tllchever Is the greater. In no event. however, shal 
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) v.tlether said gas be "casinghead; "dry," or any other gas, by fractionating, burning or any other processing shall be 114 part of 
the gross producUon of sud1 products, or the market value thereof, at the option of the owner of the soli or the Commissioner of the General Land Office, 
such market value to be detennlned as follows: 1) on the basis of the highest mar:ket price of each product for the same month In wt1ld1 sud1 product Is 
produced, or 2) on the basis of the average gross sale price of ead1 product for the same month In which such products are produced; Yltlld1ever Is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary tenn of this lease, If this lease Is maintained by production, the 
roya!Ues 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 tease a sum equal to the total annual rental less the 
amount of royalties paid dunng the preceding year. It Paragraph 3 of this lease does not spedfy a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per aae. 

-) ' 
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e. ROYALTY IN KIND. NoiWIIhstandlng any olher provision In lhls lease. al any time or from time lo time, lhe owner of lhe soil or lhe 
Commissioner of lhe General Land Otfice may, allhe option of ellher. upon nolless lhan sixty (60) days notice lo lhe holder of lhe lease. require lhallhe 
paymenl of any royalties accruing 10 such royalty owner under this lease be made In kind. The owner of lhe soli's or lhe Commissioner of lhe General 
Land Office's right to lake lis royalty In kind shall not diminish or negale the owner of lhe soil's or the Commissioner of lhe General Land Office's righiS 
or Lessee's obligations, whelher express or Implied, under lhls lease. 

7. NO DEDUCTIONS. Lessee agrees lhat all royalties accruing under lhis lease (Including those paid In kind) shall be without deduction for 
lhe cost of producing, gather1ng, storing, separating, treating, dehydrating, compressing. processing. transporting, and otherwise making lhe oil, gas and 
oilier products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, Including any relmburserneniS 
for severance taxes and production related costs. 

s. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportlonate share of any fuel 
used to process gas produced hereunder In any processing plant NoiWIIhstandlng any oilier provision of this lease. and subject to lhe written consent of 
lhe o....,er of lhe soil and lhe Commissioner of lha General Land Office, Lessee may recyde gas for gas lift purposes on lhe leased premises or for 
Injection Into any oil or gas produdng formation underlying lhe leased premises after lhe liquid hydrocarbons contained In lhe gas have been removed; 
no royalties shall be payable on lhe recyded gas until It Is produced and sold or used by Lessee In a manner which entities lhe royalty owners to a 
royalty under lhls lease. 

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

Payment of royalty on production of oil and gas shall be as provided In the rules set forlh in the Texas Register. Rules CUITently provide that royalty on oil 
Is due and must be received In the General Land Otfice on or before lhe 5th day of lhe second monlh succeeding lhe monlh of production, and royalty 
on gas Is due and must be received In lhe General Land Office on or before the 15111 day of the second monlh succeeding lhe monlh of production. 
acoompanied by the atfidavit of the owner, manager or oilier authorized agent. completed In the form and mamer prescribed by the General Land Olllce 
and showing lhe gross amount and disposition of all oil and gas produced and the marl<et value of lhe oil and gas, togelher wilh a copy of an documents, 
records or reports confirming lhe gross production, disposition and mari<et value Including gas meter readings, pipeline receipts, gas line receipts and 
olher checks or memoranda of amount produced and put Into pipelines, tanks. or pools and gas lines or gas stonsge, and any oilier reportS or records 
which the General Land Office may require to verify lhe gross production, disposition and marl<et value. In aU cases lhe authority of a manager or agent 
to act for lhe Lessee herein must be filed In lhe General Land Office. Each royalty payment shall be acoompanled by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number lhe amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after lhe royalty payment was due, lhen Lessee owes a penalty of 5% on lhe royalty or $25.00, whk:hever Is 
grealer. A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of lhe royalty due or $25.00 whichever Is great8f. In addition 
to a penalty, royalties shall accrue Interest at a rate ol12% per year, such Interest will begin to accrue when lhe royalty Is sixty (60) days overdue. 
AtfidaviiS and supporting documents which are not filed when due shall Incur a penalty In an amount set by lhe General Land Office administrative rule 
which Is effective on lhe dale when lhe atfidaviiS or supporting documents were due. The Lessee shall bear al responsibility lor paying or causing 
royalties to be paid as prescribed by lhe due date provided herein. Payment of lhe delinquency penalty shaD In no way operate to prohibit lhe 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 tiUa dispute as to the State's portion of lha royalty or to lhat portion of the royalty In dispute as lo fair marl<at value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shaU annually furnish lhe Commissioner of lhe General Land Office 
with liS best possible estimate of oil and gas reserves underlying lhls lease or allocable to this lease and shall fumlsh said Commissioner wilh copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within lhlrty (30) days after 
entering Into or making such contracts, agreements or amendments. Such contracts and agreements when received by lhe General Land Office shall be 
held In confidence by the General Land Office unless olherwlsa aulhorlzed by Lessee. All oilier contracts and records pertalning 10 the production, 
transportation, sale and marl<eting of lha oil and gas produced on said premises. lnduding lhe books and acoounts, receipts and discharges of aU wells, 
tanks. pools, meters. and pipelines shall at all times be subjacl to Inspection and examination by lhe Commissioner of lhe General Land Office, lha 
Attorney General, lha Governor. or lhe representative of any of them. 

(B) PERMITS, DRIWNG RECORDS. Written notice of all operations on this lease shall be submitted to lhe Commisslon8f of lhe General 
Land Office by Lessee or operator five (5) days before spud date. 'Mlfl(over. r&-entry. temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Otfice shall lnduda 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 lha time IIIey are filed wilh the Texas Railroad Commission. All 
applic:allons. permits, reports or other filings lhat reference IIIIo; lea38 or any spec:lftc well on lhe leased premises and lhat are submitted to lhe Texas 
Railroad Commission or any other governmental agency shall oncluda the word 'State' In the tide. Additionally, In accordance with Railroad Commission 
rules, any slgnage on lhe leased premises for lhe purpose of Identifying wells, tank batteries or other associated Improvements to the land must also 
Include lha word 'State.' Lessee shall supply lhe General Land Office with any records. memoranda, accouniS, reports, cuttings and cores, or olhar 
Information relative to lhe operation of lhe abov&-dascribed premises. which may be requested by lhe General Land Office, In addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radloactlvity survey made on the bore-hole section, from the base of the surface casing to 
the total deplh of well , of all wells drilled on the above described premises and shall transmit a lrua copy of lhe log of each survey on each well to the 
General Land Office within fifteen (15) days altar the making of said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during lhe primary term hereof and prior to discovery and 
production of oil or gas on said land. Lessee should drill a dry hole or holes lheraon, or If during lha primary term hereof and after lha discovery and 
actual production of oil or gas from lha leased premises such production lheraof should cease from any cause, this lease shall not terminate H on or 
before the expiration of sixty (60) days from data of completion of said dry hole or cessation of production Lessee commences additional drilling or 
rev.crking operations lheraon. 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 wilhin sixty (60) days prior thereto. a dry hole be completed and abandoned, or the producllon of oil or gas should cease for any causa. 
Lessee's rights shall remain In full force and effect without furlher operations until the axplrallon of lha primary term; and If Lessee has not resumed 
production in paying quantities at the expiration of lhe primary term. Lessee may maintain thls lease by conducting additional driiUng or reworldng 
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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~n oil or gas well and upon the failure to make such payment thls tease shal Ipso facto terminate. If at the 
expiration of the primary term or any lime thereafter a shut-In oil or gas well Is located on the leased premises, payments may be made In accordance 
with the shut~n provisions hereof. 

12. DRlWNG 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 reworklng operations thereon, this lease shal remain In force so long as operations on 
said well or for driffing or reworldng of any additional wells are prosecuted In good fa ith and In workmanlike manner without Interruptions totafing more 
than sixty (60) days during any one such operation. and If they result In the produetlon 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 thls 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 rewor1<1ng 
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 wor1<manllke 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 driUing or reworldng 
operations result in the completion of a well as a dry hole, the lease will not terminate If the Lessee commences additional drilling or reworldng 
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 
rewor1<ing operations In good faith and In a workmanlike mamer 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. 

1•. 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 ln. was being 
maintained In force and effect, a well capable or producing oil or gas In paying quantities Is located on the leased premises, but oU or gas Is not being 
produced for lad< of suitable productlon tadlides or laCk or a suitable mar1<et then Lessee may pay as a 5huHn oil or gas royalty an amount equal 10 
double the annual rental provided In the lease. but not less than $1 ,200 a year for each wen capable of produdng oil or gas In paying quanbties. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental 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 reworldng 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 on. 
half (112) to the owner of the soli. If the shut~n oil or gas royalty Is paid, the lease shall be considered to be a produdng 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 wlllch 
production ceased, and, aner that if no suitable production fadlities or suitable mar1<et 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 oo or before the expiration of each shut~n year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept In effect by payment of the shut~ 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 produdng 
reservoir. or In any case In which drainage Is occumng, the right to continue to maintain the lease by paying the shut~n 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 mar1<el value of production from the well causing 
the drainage or wllleh Is completed In the same produdng reservoir and within one thousand (1.000) feet or the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (1/2) to the Commissioner or the General Land Office and one-half (112) to the owner of the soU, 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~n oil or gas royalty, Lessee shall pay an amount equal to the difl~ within thiny (30) days from the end or the 
12-month period. CompensaiOry royalty payments wlllch are not timely paid win 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 or the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation 10 drill offset wells. 

111. RETAINED ACREAGE. Notwithstanding any prollisllon of this lease loth;> contrary, after a wei produdng or capable of produdng ool or 
gas has been completed on 1/le leased premises, Lessee shall exrse the aorogence 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 mar1<eting the production thereon. 

(A) VERTICAL In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term It shall then 
tennlnate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of produdng In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities (Including a shul~n oil or gas well as provided In Paragraph 14 hereof). or a well 
upon which Lessee Is then engaged In continuous drilling or reworldng operations, or (2) the number of acres Included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151..$2.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes 10 a proration unit for each such produdng 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 reclasslfted so that less acreage Is thereafter allocated to said well or wells for 
production purposes, thls lease shall thereupon tennlnate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the tennlnation of this lease as to a portion of the lands covered hereby, Lessee shan nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof, together with easements and rights-<lf-way for 
existing roads, existing pipelines and other existing facilities on, over and aaoss 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) HORIZONTA L In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term U 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 eX1ended term Lessee pays an amount equal to one-half (112) 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 fCKce and effect as to 
such deeper depths, and said termination shall be delayed for an additlonal 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 neariy 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 reoCKd a release or releases containing a satisfactory 
leg;~l description of the acreage and/or depths not retained hereunder. The recorded release. or a certlfted copy of same, shall be filed In the General 
Land Office, accompanied by the filing fee prescribed by the General Land Otnce rules In effect on the date the release Is flied. If Lessee falls or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written Instrument the acreage and/or depths to be released hereunder and r80CKd such 
Instrument at Lessee's expense In the county or counties where the lease Is located and In the official reoCKds of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WEllS. Neither the bonus. delay rentals, nCK royalties paid . or to be paid, under this lease shall rellevo Lessee of his obligation 
to protect the oil and gas under the abov&-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 drift 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 withln 1,000 feet of the leased premises start produdng In commerdal quantities and shall proserute 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 tho Commissioner of the General Land Office and wi th his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy tho obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith efforL Lessee Is pre11ented from complying with any express or Implied covenant of this lease, 
from conducting drilling operations on the leased premises. cY from produdng 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 Hable for damages for failure to comply with such covenants; addltlonaUy, this lease shall be 
extended while Lessee Is prevented, by any such cause, from conducting driHing and reworidng operations or from produdng 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 driUing or reworidng operations or production of oil or g<~s. 

111. WARRANTY CLAUSE. The owner of the soli warrants and agrees to defend UUe 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 soU In the leased premises by paying any mor1gage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soli under this paragraph, Lessee may reoover 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 enUre 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 or the soil shaD 
be paid to him In the proportion which his Interest bears to the entire undivided surface estate and the royaldes 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 Offtce, Lessee or his authorized representadve must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the Interest purporiedly leased under this lease and the actual Interest 
owned by the owner of the soil. The Commissioner of the General Land Offtce shall be paid the value ol the whole production allocable to any undillided 
Interest not co11ered 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 undillided 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 soli 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 mended term, this lease covers a lesser m.mber of acres than the total 
amount desoibed 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 
calrulated based upon the number of acres outside the boundaries of a pooled unlt, 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 ln1gaUon purposes 
for waterftood opera dons without the prior consent of the owner of the soli. 

22.. AUTHORIZED DAMAGES. Lessee shaU pay the owner of the soil for damages caused by Its operations to all personal property, 
lmpro~~ements, ivestock and crops on said land. 

23. PtPEUNE DEPTH. 'Mlen requested by the owner ol the soli. Le.ssee shall bury Its pipelines below plow depth. 

2• . WELL LOCA liON UMIT. No well shall be drilled nearer than two hoodred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 
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25. POL LUTION. In developing this area. Lessee shall use the highest degree of care and aU proper safeguards to prevent pollution. Without 
limiting the foregoing. pollution of coastal wetiands, 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 pollulant 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 lt'fury: and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the 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 shaU restore the surface of the land to as near Its original condition and contours as Is practicable. Tanks and 
equipment wtll 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, induding the right to draw and remove casing, wtthln one hundred twenty ( 120) days after the expiration or the 
termination of this tease unless the owner of the SOil grants Lessee an extension of this 12Ck!ay period. However, Lessee may not remove casing from 
any well capable of producing oU 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 shal become the owner of arry 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 thls 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 wtll not enlarge the obligations of 
Lessee, diminish the rights, privUeges and estates of Lessee, Impair the effectiveness of any payment made by Lessee or Impair the effectlven&S$ o1 any 
act performed by Lessee. Artd no change or dMslon In ownership of the land, rentals, or royalties shall bind Lessee for any pt.VpOse l.Wltil thirty (30) days 
after the owner of the SOil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee wtth satisfactory written evidence of the change 
In ownership, induding the original recorded munlments of titie (or a cerdfied 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 anect 
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 ftle a C«tifted 
copy of such assignment In the General Land Office before the next renlal paying date, the entire tease shall terminate for falkn to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to aU obligations, labilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, lndudlng any llabiUties to the State for unpaid royalties. 

(B) ASSIGNMENT UMITATION. No!Wtthstanding M y f)(Ovislon In Paragraph 27(8), If the owner of the soil acquirea this lease In whole or In 
part by assignment wtthout the prior written approval of the Commissioner of the General land Office, this lease Is void as ol the lime of assigrment and 
the agency power of the owner may be forfeited by the Commissioner. An asslgnment will be treated as If It -e 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; lndudlng but not Umlted to a guardian. trustee. executor, admlnlsttator, receiver, or conservator for the 
owner of the soil; or 
(7) a family m ember of the owner of the soli or related to the owner of the soli 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 &umlnder this lease as 
to such pordlon or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease Is property 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 wtll 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 lnstrumenL or a copy of the recortled Instrument C«tified by the Coooty aer1t of the 
county In which the Instrument Is recorded, must be filed In the General Land Office wtthln 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 lnduded In this lnstrumenL 
lnduding the statement of the true consideration to be paid for the execution of this tease and the rights and duties of the parties. Any collateral 
agreements oonceming the development of oil and gas from the leased premises which are not contained In this lease render this lease Invalid. 

31. FIDUCIARY DUTY. The owner of the soli owes the State a fiduciary duty and must fully disclose any facts affecting the State's Interest In 
the leased premises. Vv'hen the Interests of the owner of the soil conflict wtth 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 fall or refuse to make the payment of any sum wtlhln thirty days after It becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report ooncemlng productlon or drilling, or If lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and reguladons adopted by the Commissioner of the General Land Office, or If Lessee 
should fa~ to file reports In the manner required by taw or fall to comply wtth 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 knowtngty fall or refuse to furnish the General 
Land Office a correct log of any well, or If lessee shall knowingly violate any of the material provisions of this lease, or If this lease Is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commissioner, and he shall forfeit same when suffidently 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 oonsii\Jed as waiving the automallc termlnallon of this 
lease by operation of law or by reason of any spedal llmltaUon arlslng hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rlghts of another Intervene upon satisfactory evidence to the Commissioner of the General Land Offtce of future oompllance with 
the provisions of the law and of this lease and the rules and r&~~ulations thai may be adopted relallve hereto. 

33. UEN. 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 oovered by this lease to S9QKe payment of all unpaid royally and other sums of money that may become due under this lease. By aoceptance of 
this lease, lessee grants the State, In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable staMory lien, an 
express contractual lien on and sacurlly 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 m inerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used In oomectlon with the productlon or processing of such leased minerals In order to secure the payment of an royaiUes 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 oovenant or condition of this lease. whether express or Implied. This l en and seaxily Interest may be foradosed with or without OOUI1 proceedings In 
the manner provided In the TIUe 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such insii\Jments as may be reasonably necessary to acknowledge, anach or pertect this lien. Lessee hereby represents that there 
are no prior or superior liens arlsing from and relating to Lessee's acUviUes upon the abov!Hlescrlbed property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representallon Is not true, then the Commissioner may dedare this lease forfeited as provided 
herein. 

34. POOLING. Lessee Is hereby granted the rlght to pool or unitize the royally Interest of the owner of the soU under this lease with any other 
leaselhold or mineral Interest for the exploration, development and productlon of oil or gas or either of them upon the same terms as shaa 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 52.151-52.164. The owner o f the soli agrees that the Inclusion of this provision In this lease saUsftes 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 offtc:ers, employees, partners, 
agents, oontractors, 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, lndudlng environmental harm, for which reoovery of damages Is soughl Including, but not limited lo, all losses and 
expenses which are caused by the activities of l essee. Its officers, employees, and agents arlslng 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 oocasloned by l essee's breach of any of the terms or provisions of this 
Agreement. or by any other negligent or striclfy 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 soli. their offtoers, employees and agents, their sucx:eesors or assigns. against any 
and all dalms, llablliUes. losses. damages, actions, personal Injury (Including death), oosts and expenses, or other harm for which reoovery of damages 
Is sought, under any theory lndudlng tort. contracL or sb1ct liability, Including al10meyS' fees and other legal expenses, Including those related to 
environmental hazards. on the leased premises or In any way related to le5see's falure 10 oomply with any and al environmental laws; those ar1slng 
from or In any way related to Lessee's operations or any other o f Lessee's Bctlvlties on the leased premises; those ar1slng from Lessee's use of the 
surface of the leased premises; and those that may arlse out of or be occasloned by Lessee's breac:tl 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 
raspBctlve suocessors and assigns. Each assignee of this Agreemen~ or an Interest therein, agrees 10 be Hable for, exonerate. Indemnify, defend and 
hold harmless the State of Texas and the owner of the soli. their officers, employees, and agents In the same manner provided above In oonnect1on with 
the actMUes of Lessee, Its officers, employees, and agents as dascrlbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITE) HEREIN, ALL OF 
THE INDEMNITY OBUGATIONS AND\OR LIABIUTlES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT UABILITY, OR THE 
NEGLIGENCE OF AHY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTlVE, OR PASSIVE. 

Je. ENVIRONMENTAL HAZARDS. Lessee shall usa the highest degree of care and all reasonable safeguard• to prevent contamlnallon or 
polluUon of any environmental medium, Including soli, surface waters. groundwater. sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises. by any waste. pollutanl or contaminant Lessee shall not bring or permit to remain on 
the leased premises any asbestos oontalnlng malerials, 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, Compensallon and Usblllly Act 
(CERCLA). 42 U.S.C. SecUons 9601, et seq.), or toxic substances under any federal, sta te, or local law or regulation ("Hazardous Materials' ), except 
ordinary products oommonly used In connecUon with oil and gas exploraUon and development opera dons and stored In the usual manner and quanddes. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTIT\JTE A MATERIA.L BREACH AND DEFAULT HEREUNDER AND 
LESSE.E SHALL INDEMNIFY, HOLD HARMLESS AND DEFE.ND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALnES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLAnON 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 AHY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDE.R, OR ABOVT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICAn ON AND ASSUMPnoN SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR AHY OTHER E.NVIRONMENTAL LAW OR REGULA nON. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF AHY 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 OBUGATlONS 
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, oommonly 
known as the Refinqulshmenl ACl and other applicable statutes and amendments thereto, and W any provision In this lease does not oonform to these 
statutes, the statutes will prevail over any nonoonformlng lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee befOfe It Is filed of reooro In the county reooros 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. 

3Q. LEASE FlUNG. Pursuant to Chapter 9 of the Texa~ "~• oslness an..i <.:ommerce Code. this lease must be nled of r8COfd In the office of the 
County Cler1< in any county In which all or any part of the leaseo 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 Cler1< from his r8COfds) Is filed In the 
General Land Office In aocoroance with Texas Natural Resoorces Code 52.183. Additionally, this lease shall not be binding upon the State unless It 
recites the actual and tr\Je 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: L~ 
TIUe: Agent for Forest Oil CorooraUon 

oate: 5 /;s/ot, 
I 

STATE OF TEXAS 

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

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

STATE OF TEXAS 

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

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

STATE OF TEXAS 

BY:~~--~--~~~~~~--------­
Indlvidually and as agent for the State of Texas 
Date: __________ _ 
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~--------------------------~ 

STATEOF ~TE~XA~SL-~---------

COUNTY OF m l dl CUI\ d 
(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared J.LwCh..utdllls.u.to!llouhe111r..oSl.IJmwlwth1--------------­

known to me to be the person whose name Is subscribed to the foregoing lnsl/Uments as Agent for Forest Oil CorpgraUoo A New Yor!s Corpora don 

of Forest Oil CorporaUon and acknowledged to me !hat he 

executed the same for the purposes and oonslde<aUon therein expressed. In the capacity stated, and as the act and deed of said oorporaUoo. 

Given under my hand and seal of office this the _j§_ day of 

JOL ENE F. MULLINS 
Notary Public. St1te of Texu 

My CommiSsion Expires 
October 11 , 2009 

STATE OF _______________ _ 

COUNTY OF ______________ _ 

(CORPORATION ACKNOWLEDGMENT) 

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

known to me to be the person IM1Pse name Is subscribed to the foregoing lnsl/Uments as---- --------- --------
of ________________________________ ______ andacknowledgedtome!hathe 

executed the same for the purposes and conslderaUon therein expressed, In the capacity stated, and as the act and deed of said oorporatlon. 

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

Notary Public In and for------------ --

STATE OF TEXAS \0 
COUNTY OF 1\u ~ i N 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared ,.Ja..,di ....... F ... re..,yt-:Coctva...., ......... n,__ ______________ _ 

known to me to be the persons IM1ose names are subscribed to the foregoing lnsl/Ument, and acknov.1edged to me thet they executed the same for the 

purposes and consideration therein expressed. d 
Given under my hand and soal of office this the~ day of m(Ay 

®
MARY E HERNANDEZ 

Notary Public 
STATE OF TEXAS 

My Convn. Exp. AlqJ&I_15, 2009 

STATE OF _______________ _ 

COUNTY OF _____________ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

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

known to me to be the persons IM1ose names are subscribed to the foregoing lnsl/Ument. and acknowledged to me !hat 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-------------

~--------------------------------------------------------------~~--~~~~orrect 
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EXHIBIT"A" 

In the event of conflict or inconsistency between the printed terms of thls lease and these 
added terms of this lease, the added terms shall control and be deemed to supersede the 
printed terms of the Lease. 

40. Rentals for years two and three of this lease have been prepaid and are included in the 
bonus consideration described in paragraph 3 above. One half (112) of thls arnoWlt has 
been paid to the Lessor and one half (1/2) has been paid to the State of Texas. At the end 
of the thlrd anniversary date of this lease, Lessee shall have the option to renew this lease 
for an additional two (2) years by delivering ren als for the fourth year in the arnoWlt of 
$9,283.76. One half (112) of the fourth year rental will be paid to the Lessor and one half 
(1/2) will be paid to the State of Texas. Rental for the fifth year are included in the fourth 
year rental and if the fourth year rental is paid then no additional rentals are due Wider 
this lease. 

-·- --1 

FILE M0. __ 2_5_4_8 _ _ 

----- --~PRtMswHHEKIIhV.ni\ HatS·"CI~ lt<o" l i!lr.'T/.1., 
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L..cw 

' FILED POl. UCOID 0. Till 

• • • • • • • • • • • • ••• •• • • • • • • • • ~ -

18TH DAY 01'·_---!MA~Y!:.__ _ _ .._,... _ ___ A. D. 2006 l: 22 P . K. 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
Tne aoo.e and toregoong sa 'UII true and cc-rect pnc:og•apn c coO', o' :te 
ong na· recoro no.'l n my 'a.·.'u cus:Ody and possess on as the same s 
I eli ~~!1 •n the pub 't ~ rds ol m~ of. ICe foond on VOL __1.12 
PAGE_ .j_ZZ_ THRU _j.J . OFF~MJmgUBLIC 

lherebycen,fiedon MAY 24 2006_ 
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FILEt! 2526 . 1 

I 
~i..---------

Genenoi Lend Office 
Relinquishment Act Lease Form 
Reviud, September 1997 

~ustin, \!Cexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this .1SJb._ day of~And11411) _____ __ ,2026.._ , between the State of Texas, acting 

by and through its agent, .,.UL.I.......,"""""------------------------------- - - ­
of 2600 Whitney Midland TX 79705 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and - '-'Eor...,.e-"'stuOI...._I Como!a .... ...,.....,.ti.,.oun _______________ _ 

of 707 1 t" Street Suite 3600 Qenyer Colorado 80202 hereinafter called Lessee. 

(Give Permanent Address) 

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 soli, 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 

All of the SE/2 of Section 36, Block 2, H&GN RR Co. Survey 

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF 

containing ,z3,~;18....,3>1.0 _____ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: four Thousand Eight Hundred Njnety Thre<t=-==and 75/lOO's 

Dollars ($."4"'8,.93iL.L75,_ ______ _ 

To the owner of the sou. Four Thousand i::Jht Hundred Ninety Threft===i!nd---75/lOO's---

Dollars ($.::~.4...,8..,93,...7,_,5._ _____ -J 

Total bonus consideration: Nine Thousand Seven Hundred Eighty Severr-=and---50/lOO's---

Dollars ($.,.9o.L7,.87L.ill5o,__ _ ____ _ 

The total bonus consideration paid represents a bonus of Efr;ly:~~elHiluu:ntlldnredl:ll:===laillnd!SI..:====inoll!llllJl O;!!O[J's>-====---- -------­

--------- ------- Dollars (S.,.soollll<oo""------> per acre, on ..,1,..9.,5~75~--- net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of three C3l 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. 

,opy of 
Ongmal filed in 

• • • ••• • Reeves County • • • • • • • • • • • • ••• • • • Glerks Office •• • • • • • • • • • • • • : •• • 



BOUK 7J2 PAGE 229 

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

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli or to his credit In the -----------­

RENTALS ABE PAIQ UP Bank, at , 
or lls 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 soli: Rentals haye been prepaid See paragraph 40 
Dollars ($. ________ _ 

To the State of Texas: Rentals haye been prepaid See paragraph 40 

Dollars ($·----------
Total Delay Rental: Rentals haye been prepaid See paragraph 40 

Dollars (S·---------1 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further defooed for successive periods of one (1) 
year each during the primary tenn. All payments or tenders of rental to the owner of the soli may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or its sucx:essor bank) should 
cease to exlst suspend business, liquidate, fai or be succeeded by another bank. or for any reason laM or refuse to accept rental, Lessee shall not be 
held In default for fafture to make such payments or tenders of rental unbl thirty {30) days after the owner of the soil shall deliver to lessee a proper 
recordable lnslrument naming another bank as agenl to receive such payments or tenders. 

4. PRODUCTION BOY AL TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid 00&-haH (112) of the royalty 
provided for In this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas. and one-half (112) of such royalty to the 
owner of the soil: 

(A) OIL Royalty payable on oil, which Is defined as Including aU hydrocarbons produced In a liqutd fonn at the mouth of the well and also as 
all condensate, distillate, and other liqutd hydrocarbons recovered from oil or gas run through a separator or other equipment as hereinafter provided, 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soli or the Commissioner of the General 
land Office, such value to be. determined by 1) the ~hest 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 v.ill 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 
wfll 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 nared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as ollln subparagraph (A) above, produced from any well on said land (except as provided herein v.ith respect to gas processed In a plant for 
the extraction of gasOline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the 
option of the owner of the soli or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quellty 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 maxlmum 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 slxty (60) degrees Fahrenheit, correction to be made for pressute acoordlng to Boyle's Law, and tor specific 
gravity ~ding 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 1118 recovery of gasoline or other Uqutd 
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soli or the Commissioner of the General Land Office. All royaiUes 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 affiUate) owns an Interest then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing 10 .. tNrd party processlng gas through such plant under a proce~ 
agreement negotiated at ann's length (or« there Is no such Uoird party, the highest percent then being specified In processJng agreements or contracts In 
the Industry), whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennlned 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 royaiUes 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 shal be 1/4 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 Offtce, 
such market value to be delennlned 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 e~plration of the primary tenn of this lease, If this lease Is maintained by production, the 
royalties paid under this lease In no event shall be less than an amount equelto the total amuel delay rental herein provided; otherv.ise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equel 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. 
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6. ROYALTY IN KIND. Notwithstanding any other provision In this lease. al 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 al tha<. 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 Gene<al Land Office's rights 
0< Lessee's obligations, whether express 0< Implied, under this lease. 

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this tease'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 or the General land Ofllce, Lessee may recycle gas for gas Uft purposes on the teased premises or for 
lnfecUon Into any oil or gas producing fO<mation under1yfng 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 entities the royalty owners to a 
royalty under this lease. 

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

Payment or royalty on production or on and gas shall be as provided In the rules set forth In the Texas Reglste<. Rules currenUy provide that royalty on oil 
Is due and must be received In the General land Ofllce on 0< 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 0< before the 15th day of the second month succeeding the month of production. 
accompanied by the affidavit of the owner. manager 0< other authOrized agent. completed In the form and mamer prescr1bed by the General land Office 
and showing the gross amount and disposition of all oil and gas produced and the mar1<et value of the oil and gas, together with a copy of all documents, 
records 0< reports conflnnlng the gross production, disposition and mar1<et 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 0< gas storage, and any other reports 0< records 
which the General Land Office may require to verify the gross production, dlsposltlon and mar1<et value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be flied In the General Land Office. Each royalty payment shall be accompanied by a chad< stub. schedule, summary 
0< other remittance advice showing by the assigned General la'ld Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on 0< 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 v.111chever Is greate<. In addition 
to a penalty, royalties shall acctue Interest at a rate of 12% per year; such Interest will begin to aocrue when the royalty Is sixty (60) days ove<due. 
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 al responsibility fO< paying 0< causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the dellnquency penalty shan 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 orlglnalty due. The above penalty provisions shall not apply In 
cases of Utie dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair mar1<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General land OffiCII 
with Its best possible estimate of oil and gas reserves under1yfng this tease or allocable to this tease and shall furnish said Commissioner with copies of 
all contracts under which gas Is sold 0< processed and all subsequent agreements and amendments to such contracts within thirty (30) days alter 
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. An othe< contracts and records pertaining to the production, 
transportation, sale and mar1<etlng of the oil and gas produced on said premises, Including the books and accounts, receipts and discharges o f all wells, 
tanks, pools. meters. and pipelines shall at all times be subject to lnspecUon and examination by the Commissioner of the General land Office, the 
Attomey General, the Governor, or the representative of any of the<n. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner or the General 
Land Office by lessee or operator five (5) days before spud date, wori<over, r&-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall Include copies or Railroad Commission forms lor application to drill. Copies of well tests, 
completion reports and plugging reports shaU be supplied to the General land Office at the time they are filed with the Texas Railroad Commission. All 
applications, pennlts. reports 0< 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 govemmentat agency shalllndude the word 'State' In the titie. Additionally, In ac:cordance 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 r8CO<ds, memoranda, accounts, reports, cuttings and cores, or other 
lnfO<mation relative to the operation of the abov!Hlescribed premises, which may be requested by the Genetat land Office, In addition to those he<ein 
expressly provided for. lessee shall have an eleclllcal and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the totat depth of well, of all wells drllled 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 alter the making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents 0< other mater1als 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 te<m he<eof 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 tenn 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 shaft not tennlnate 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 
rewor1<1ng 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 tenn or within sixty (60) days prior thereto, a dry hole be completed and ao.ondoned, or the production of oil or gas should cease for any cause. 
Lessee's rights shall remain In full force and effect without furthlll operations until the expiration of the primary tenn; and If Lessee has not resumed 
production in paying quantities at the explrauon of the primary tenn, Lessee may maintain this lease by conducting additional drlting 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 on 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 or completion or 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 bo made In accordance 
with the shut-In provisions hereof. 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas Is being 
produced on said land, but Lessee Is then engaged In drilling or reworidng operations thereon, this lease shall remain In force so long as operations on 
said well or tor drilling or reworking of any additional wells are prosecuted In good faith and In workmanlike mamer 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 royatues Is made as provided In this lease. 

13. CESSATION, DRILUNG, 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 reworidng 
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 mamer 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. 

1o4. 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 fadlities 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 spedfy a delay rental amount, then for the purposes o f 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 ~::ltJ on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee caases to produce oil or gas from the leased pr"m;ses, or (3) 60 days after Lessee completes a drilling or reworidng operation In accordance 
with the lease provisions; whichever date Is latest Such payment shall be mode one-half (1/2) to the Commissioner of the General Land Office and one­
half (112) to the owner of the soil. If the Shut-in oil or gas royalty Is paid, the lease shall be considered to be a produdng 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 followfng 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 lour 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. 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 produdng 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-hal f (112) to the owner of the soli, beginning on or 
before the last day of the month followfng 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 o f the 
12-month period. Compensatory royalty payments Which are not Umely 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. 

10. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well produdng 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 ) VERTICA L 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 produdng 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 produdng 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 effeciiVe date of the partial termination provisions hereof, the 
applicable fteld rules are dhanged or the well or wells located thereon are rectassl fted 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 fadlities 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 lhe event lhls lease Is In force and effect two (2) years alter lhe expiration dale of lhe primary or extended term It shall 
further terminate as to all deplhs below 100 feet below lhe total deplh drilled (hereinafter "deeper deplhs') In each well located on aaeage retained In 
Paragraph 16 (A) above, unless on or before two (2) years alter tile primary or extended term Lessee pays an amount equal to one-half (112) of lhe 
bonus originally paid as consideration for tills tease {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 !hereafter as oil or gas Is produced In 
paying quantities from such deeper deplhs covered by this lease. 

(C) IDENTIFICATlON AND FILING. The surface aaeage retained hereunder as to each well shall, as nearly as practical, be In the form of a 
square wllh lhe well located In lhe center thereof, or such olher shape as may be approved by the Commissioner of tile General Land Office. Within 
thirty (30) days alter partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal desctiption of the aaeage 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 lhe filing fee presctibed by lhe General Land Office rules In effect on the date the release Is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days alter being requested to do so by lhe General Land Office, then the 
Commissioner at his sole dtsaetion may designate by written Instrument the aaeage and/or deplhs to be released hereunder and record such 
Instrument at Lessee's expense In lhe county or counties where the lease Is located and In the official records of tile General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Nellher 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-desctibed 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 productlon of oil or gas, the Lessee, sublessee. receivM 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 produdng 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 soli's agency rights to forfeiture. Only upon the determina tion 
of the Commissioner of the General Land Office and with his written approval may the payment or 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 fallh effort, Lessee Is prevented from complying with any express or Implied covenant of this lease. 
from conducting drilling operations on lhe leased premises, or from produdng oil or gas from the leased premises by reason of war, rebellion. riots. 
strikes. acts or God. or any valid order. rule or regulation or government authority. then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended 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 drlnlng end rev.orldng operations or from produdng oil or gas from the leased 
premises. However. nothing In this paragraph shall suspend the payment of delay rentals In order to maintain this tease In effect during the primary term 
In the absence of such drilling or reworking operations or production of oil or gas. 

111. 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 or the soil In the leased premises by paying any mortgage. 
taxes or other liens on the leased premrses. If Lessee makes payments on behalf of the owner of the soli under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of tile soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soU owns less than the enUre undMded surface estate In the above 
desctibed 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 shaD 
be paid to him In the proport)on 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 auth011.ted representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy betweeo 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 produdlon allocable to any undivided 
Interest not covered by a lease. less the proportionate development and oroduc!ion 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 productlon allocable to the undivided Interest not leased an amount less 
lhan 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 runber of acres than the total 
amount desctibed herein, payments that are made on a per aae basts hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre besls under the terms of this lease doong 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 waterftood operaUons without the prior consent of the owner of the soil. 

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

23. PIPELINE DEPTH. When requested by the owner of the 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 written consent of the owner of the soil. 
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25. POLLUTION. In developing this area, lessee shall use !he hlghest degree of care and all proper safeguards to prevent pollution. 'Mihout 
limiting !he foregoing, pollution of coastal we~ands, natural watllfWays, rivers and lmpoooded water shall be prevented by !he use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, lessee shall use all means at Us disposal to 
recapture all escaped hydrocarbons or olher pollutant and shall be responsible for all damage to public and private propertle~Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or Injury: and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up !he 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 shan restore the surlace of the land to as • ..-.ar l.s original condition and contours as Is pradlcable. Tanks and 
equipment will be kept painted and presentable. 

25. 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, wlthln 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 soU. The owner of the soli shal become the owner of any macllinery, 
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 pan. 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 effectlveness of any payment made by Lessee or Impair the effectlveness 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 unlil thiny (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evldenc:e of the change 
in ownership, including the original recorded muniments of tide (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 aU subsequent 
obligations under this lease. If this lease is assigned In Its entirety as to only pan 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 pan 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 shalllerminate for failure to pay the enUre 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 UMITATION. Notwithstanding any provision In Paragraph 27(a), If the owner of the soli acquires this lease In whole or In 
pan by assignment without the prior written approval of the Commissioner of the Geoeral 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 soli If the 
assignee Is: 

(1) a nominee of the owner of the soli: 
(2) a corporation or subsidiary In which the owner of the soli is a principal stockholder or is an employee of such a oorporation or subsidiary: 
(3) a pannershlp In which the owner of the soli Is a panner or Is an employee of such a pannershlp; 
(4) a principal stockholder or employee of the corporation which Is the owner of the soil: 
(5) a panner or employee In a pannershlp which Is the owner of the soil; 
(6) a fiduciary for the owner of the soil: Including but nolllmited to a guardian, trustee, executor, administrator. receiver, or conservator for the 
owner of the soli; or 
(7) a famijy 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 pan or this lease Is property 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 reUeve Lessee of any &abilities whiCh may have accrued under this lease prior to the 
surrender of such acreage. 

28. 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 Cieri< or the 
county In which the instrument Is recorded, must be filed In the General land Office within 90 days of the last execution date aocompanled by the 
prescribed filing fee. If any such assignmeot 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 aboviHlescribed 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 duUes of the parties. Any collateral 
agreements concerning the development or oil and gas from the leased premises which are not contained In this lease render thls lease Invalid. 

31 . FIDUCIARY DUTY. The owner of the soli owes the State a fiduciary duty and must 1\Aiy d1sdose any facts affectlng the State's Interest in 
the leased premises. 'Mlen the Interests of the owner of the soil conftlct with those of the State, the owner of !he soil Is obligated to put the State's 
Interests before his personal Interests. 

32. FORFEITURE. If l essee shall fall or refuse to make the payment of any sum within thlny days after It becomes due. or ~ Lessee or an 
authorized agent should knowingly make any false retum or false report concemlng production or drilling, or If Lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if lessee 
should fail to file reportS In the manner required by law or fall to comply with rules and regulations promulgated by the General land Office, the School 
Land Board, or !he Railroad Commission, or If Lessee should refuse the proper authority access to the records pertaining to operations, or H Lessee or 
an authorized agent should knowingly fall or refuse to give correct Information to the proper authority, or knowingly fail or refuse to fumish the General 
land Office a correct log of any well, or If Lessee shall knowingly violate any of the material provisions of this lease, or If this lease Is assigned and the 
assignment Is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commissioner, and he shall forfeit same when sufficlenUy 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 lntBfVene upon satisfactory evidence to the Commissioner of the General Land Office of Mure compliance 'Mth 
tho 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 oU 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 und8f this lease. By aoceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable staMory Uen, an 
express oontractual 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 productlon 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 lo$s that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or Implied. This Sen and security lnt•est may be foreclosed with or 'Mthout court proceedings In 
the manner provided In the Tlde 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 ad<nowtedge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relaUng 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. 

3-4. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty Interest of the owner of the soil under this lease 'Mth any other 
leasehold or mln8fal Interest for the exploration, development and productlon 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 Oftlce for the pooling or unitizing of the lnt8fest of the State und8f this lease 
pursuant to Texas Natural Resot.n:es 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 &nd dlsc!'.arges 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 soughL 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 strlcUy liable act or omission of Lessee. Furth8f, 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, llabUIUes. losses, damages, actions. personal injury (Including death), costs and expenses, or other harm tor which recovery of damages 
Is sought, under any theory Including tort. oontract, or strict liability, Including aHomeys' fees and other legal expenses. Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's fanure to comply 'Mth any and all enviroMlental laws: those arising 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased Pfemlses: those arlsJng 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 provlslons 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 mamer provided above In coMectlon 'Mth 
the activities of Lessee, Its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPR.ESSLY 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-EXISTlNG CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTlES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTlVE, OR PASSIVE. 

38. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent oontamlnation or 
pollution of any environmental medium, Including soli, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises, by any waste, pollutant, or contaminant Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials. 
hazardous substances (as the term "Hazardous Substance" Is defined In the Comprehensive Envtrorvnental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601 , at seq.), or toxic substances under any federal, state, or local law or regulaUon ("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 TlES, LIABILJTlES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATlON 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 
CONTAMINATlON 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 INDEMNIFICATlON 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 WRITTl:N NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF AtrY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLJGATlONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARL-O::R TERMINATlON, 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, commonty 
known as the ReUnqulshment Act. and other applicable statutes and amendm ants thereto. and If any provision In this lease does not oontorm to these 
statutes, the statutes 'Mil prevail over any nonconforming lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the lessee befOt"e i l ls filed of record In the county records and 
In the General land Office of the State ofTexas. Once the filing requirements found In Paragraph 39 of this lease have been sallsfied. 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 Cieri< In any county In which all Of any part of the leased premises Is located, and cerUfted copies thereof must be filed In the General land 
Office. This lease Is not effective until a cerUfied copy of this lease (which Is made and cer1ified by the County Clerk from his records) Is filed In the 
General land Office In aCOOt'dance 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 prescnbed flUng fee shall 
accompany such certified copy to the General land Office. 

STATE OF TEXAS 

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

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

• • • • • •• • 

• • • • • • • • • 

• • ••• • • • 
! 

••• • • • •• • 
• • • • • •• • 

STATE OF TEXAS 

BY: ~~~~--~~~~~~--------­
IndMdually and as agent lOt' the State ofT exas 
Date: _________ _ 

STATE OF TEXAS 

BY:..,..,--.,---~----~..,--,---""""'--------­
Individually and as agent for the State of Texas 
Date: _ ____ _____ _ 
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STATEOF ~TE~XA~SL-----~-----

COUNTYOF J\1\ i~ .. 
(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authorlly, on this day personally appeared ,.L._,Chd.....,..,s""'to""Dhecl.Diil--'s ... mwl.ll.thL--------------­

known to me to be the person whose name Is subscribed to the foregoing Instruments as Aoent for Forest Oil Co!l!O!liUon A New York CorporaUoo 

of forest Oil Co!l!O!lltioo and acltnowtedged to me lhat he 

executed the same for the purposes and consideration therein expressed, In lila capacity stated. and as the act and dead of said corporaUon. 

Given under my hand and seal of office this the _1L_ day of 

(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ___________ _ 

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

known to me to be the person whose name Is subscribed to the foregoing Instruments as--------- --- --- --- ---
of _____________________ ___ ___ ___________ and acltnowtedged to me lhat he 

executed the same for the purposes and consideration therein expressed. In the capacily stated. and as the act and dead of said corporation. 

Glven under my hand and seal of office this the ___ day of _________ • 20 __ . 

Notary Public In and for ____________ _ 

STATE OF .JJTE..,XA:>a>S._ ____ ~-----

COUNTY OF tM ( Q L tMO 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authorlly, on this day ;:M!l"SQ~l8lly appeared oK..,e!LLJtvwH:w;B,.ax"""ter._ _______________ _ 

known to me to be the persons whose names are subscribed to the foregoing lnstrumen~ and acltnowtadgad to me lhat they executed the same for the 

purposes and conslderaUoo therein expressed. rift /IV 
Given under my hand and seal of office this the~ day of 11 ffl . 20 D ~ . 

STATE OF _______________ _ 

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

BELMA CARRILLO 
Notary Public, Stale oiTexas 

My Convn. Explm 04·16-2008 

~ Orro COh9;A ~Ott:' 
Notary Public In and for _,.~ .... h,.../i:..A-'Q""-',1)'""'-. - - - - --- -

(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 acknowiedged to me lhat they executed the same for the 

purposes and consideraUoo therein expressed. 

Glven under my hand and seal of offiCe this the ___ day or _________ , 20 __ . 

Notary Public In and for ____________ _ 

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

ln the event of conflict or inconsistency between the printed terms of this lease and these 
added terms of this lease, the added terms shall control and be deemed to supersede the 
printed terms of the Lease. 

40. Rentals for years two and three of this lease have been prepaid and are included in the 
bonus consideration described in paragraph 3 above. One half (1 /2) of this amount has 
been paid to the Lessor and one half(J/2) has been paid to the State ofTexas. At the end 
of the third anniversary date of this lease, Lessee shall have the option to renew this lease 
for an additional two (2) years by delivering rentals for the fourth year in the amount of 
$6,851.26. One half(l /2) of the fourth year rental will be paid to the Lessor and one half 
(112) wiJI be paid to the State of Texas. Rental for the fifth year are included in the fourth 
year rental and if the fourth year rental is paid then no additional rentals are due under 
this lease. 

NO' PI<IMSIO!l HtWHh II ~~' t H fl~ 
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FILE N0._....;2=.:5:....:2=..;6:___ 

Oil US£ Of Tit£ D£SCR:B£C M.i.. ;.r.,.;·;t ~-~.il Ot COUlft 
OR RAC£ IS ltiVAIJO AHDUii"H• ;:;J,.i 1 ~r.:~ Ff~F 'IAl. 
w 

FILED POR. RECORD ON THE~__...:=:1.:::8..:::T.:::H'--_DAY OF _ __!MA~Y!----..,...----A. D. 2006 10 : 28 A . H. 

DULY RECORDED ON ' TIIf:,....,.--=--2-2_ND __ QAY O:F __ .:.:MA::.:.:::.Y ________ .A.D. 2006 11 : 00 A. H . 

,--., 'I '..-1 
BY: I .,_.I • 
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Gen• r• Land omce 
Rellnqu~ahm•nt Act Lea .. Form 
Rovtwd, Sopt.mbor 1997 

~ustin , \lrexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this~ day of ,.J ... uo...,e...._ _____ ~.20!l2.__ , between the State of Texas, acting 

by and through Its agent, ~C,.awao"""l!e"-"N"-LJH..,a ... th,.a~wa=Y-----------------------------------

of 3779 Riviera Or Elm Citv NC 27822-8880 

(Give Permanent Address) 

said agent herein referred to as the owner of the sol! (whether one or more), and _Lfolllr!Seto.S~..:t 01<11.11 ~Co><aroo<><Ura .. t,.lo:un ____ ___________ _ 

of 707 1 z"' Street Suite 360Q. Denver Colorado 80202 hereinafter called Lessee. 

(Give Permanent Address) 

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 transpor1 said products of the lease, the following lands 
situated In Reeves County, State of Texas, te>-wlt 

All of the SE/2 of Section 36. Block 2. H&GN RR Co. Survey 

SEE EXHIBIT"A" ATIACHEO HERETO AND MADE APART HEREOF 

containing >~.3JJ1801.>1.30IL ____ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Six Thousand Six Hundred Thlrtv One===:==and 25/100's 

Dollars ($6 631 25 ) 

To the owner of the soli: Six Thousand Sjx Hundred Thirty One===:==and 251100's 

Dollars (S,.6..,6,..31,..2..,5._ _ ____ -' 

Total bonus consideration: Thirteen Thousand Two Hundred Sixt-1 Two and 50£100's 

Dollars (S1326250 _) 

The total bonus consideration paid represents a bonus of tF.blv~e'-'H:!lul!ndlll!lredlll.;===aiiJnl!ldl...:===::nnow/Cilli!OOir'~s ====------ -------

- --------------- Dollars ($,.500..,...00..,._ ____ -J) per acre. on .,2,.6 . ..,5 ... 25._ ___ net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term oft~ ( S ) f;..; t.. years from 
this date (herein called "primary term") and as long thereafter as oil and gas, or either of them. Is produced In paylo 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 o f pocket operational expenses for the six months last past. 
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease 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 - -----------­

RENTALS ARE PAIP UP Bank, at -,-.---,...-,---:--.---......,-.,.--:--,.,cc---:-:--.------,:-c-:--.----:---:-:-:-:--' 
or Its successors (which shall continue as the depository regardless of changes In the ownership of said land), the amount specified below; In addiUon, 
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 or deferring the commencement of a well lor 
one (1) year from said date. Payments under this paragraph shaU be In the following amounts: 

To the owner of the soli: Rentals haye been precald See paragraph 40 

Dollars ($, ________ __, 

To the State of Texas: Bontals haye been preoald See paragraoh 40 

Dollars ($, ________ __, 

Total Delay Rental: Rentals have been prepaid. See oaraaraoh 40 
Dollars ($. _ _______ __, 

In a like manner and upon like payments or tenders aMually, the commencement of e well may be further deferred lor sua:osslve 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 slght 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 sua:ossor bank) should 
cease to exls~ suspand business, liquidate, fall or be succeeded by another bank, or lor any reason fall or refuse to aa:opt rental, Lessee shaU not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the sool shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION BOY AI. TIES. Upon productlon of oil and/or gas, Lessee agrees to pay or cause to be paid on&-half (112) o f the royalty 
provided for In this lease to the Commissioner or the General Land Office or the State oiTexas, at Austin, Teus. and on&-half (112) of such royalty to the 
owner of the sol!: 

(A) OIL. Royalty payable on oil, which Is defined as lndud!ng a!! hydrocarbons produced In a liquid form at the mouth of the well and also as 
a!! condensate, dlsti!!ate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equlpmen~ as hereinafter provided, 
shall be 1/4 part of the gross production or the mar1<et value thereof, at the opUon of the owner of the soli or the Commissioner of the General 
Land OffiCe, such value to be determined by 1) the highest posted price, plus prem!um, lf any, offered or paid for oil , condensate, dls ~!!ate, or other liquid 
hydrocarbons, respectively, of a !Ike type end 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 gr011ter. Lessee egreu that before 
any gas produced from the leased premises Is sold, used or processed In a plant, It wiU 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 effiden~ so that all !!quid hydrocarbons recoverable from the gas by such means 
wi!! 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 condiUons as they preSCtibe. 

(B) NON PROCESSED GAS. Royalty on any gas (Jnduding flared gas), which Is defined as all hydrocarbons end gaseous substances not 
defined as oil Jn subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed In a plant for 
the extractlon of gasoiine, llquld hydrocarbons or other products) shaU be 1/4 part or 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 market price paid or offered lor 
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer, whichever Is the greater; 
provided that the maximum pressure base Jn measuring the gas under this lease sha!! not at any time exceed 14.65 pounds per square Inch absolute, 
and the standard base temperature sha!! be sixty (60) degrees Fahrenhel~ correction to be made for pressure according to Boyle's Law, and for speafic 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the lndustly at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gaso!!ne plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons sha!! be 1/4 part or 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 sha!! be based on one hundred percent (100%) of the total plant 
production or residue gas attributable to gas produced !rom this lease, and on fttty 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 Jf liquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or Its parenl subsidiary or affi!!ate) owns an lnteres~ then the percentage applicable to liquid 
hydrocarbons sha!! be fifty percent (50%) or the highest percent accruing to a third party processlng gas through auch 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 !lquld hydrocarbons shall be determined by 1) the highest mari<et 
pace paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross price paid or offered lor such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever Js the greater. In no avant, however, shall 
the royalties payable under this paragraph be less than the royalties which would have boon 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 gu be ·casinghead; 'dry; or any other gas, by fractionating, burning or any other processing shan be 114 part or 
the gross productlon of such products, or the mar1<et value thereof, at the opUon of the owner of the soil or the Commissioner or the General Land Office, 
such mar1<et value to be determined as follows: 1) on the basls of the highest mar1<et price or each product lor the same month In which such product Is 
produced, or 2) on the basls of tha average gross sole 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 sha!! be Jess than an amount equal to the total annual delay rental herein provided; otherwise, there sha!! be 
due and payable on or before the last day of the month sua:oeding the anniversary date of this lease a sum equal to the total annual rental Jess the 
amount of royalties paid during the preceding year. If Paragraph 3 or th is lease does not specify a delay rental amount, then for the purposes or this 
paragraph, the delay rental amount sha!! be one do!!ar ($1.00) per acre. 
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a. ROYALTY IN KIND. Nolwithstanding any other prollision In this lease. at any Ume 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 nodce to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in klnd. The owner of the solra or the Convnluioner 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 Convnissioner of the General Land Offtce'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 deducUon 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. 

a. PLANT FUEL AND RECYCLED GAS. No royalty shaH be payable on any gas as may represent this lease'• proporilonate share of any fuel 
used to process gas produced hereunder In any processing plant Nolwithstanding any other provision of this lease, and subject to the wrinen consent of 
the owner o f the soil and the Commissioner of the General Land Office, Lessee may recyCle gas fo4' gas lift purposes on the leased premises or for 
Injection Into any oil or gas producing formation underiylng 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 entides 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 sal 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 authortzed 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 chedcs or memoranda of amounl 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 maritet value. In an cases the authority of a manager or agent 
to act fo4' the Lessee herein must be filed In the General land Office. Each royalty payment shall be accompanied by a chedc stub, schedule, summary 
or other remittance advice showing by the assigned General Land Offtce 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 shan 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 admlnlstraUve rule 
which Is effective on the date when the affidavits or suppo<11ng documents were due. The Lessee shall bear an responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the t!elinquency penalty shaH In no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the da•"' on which royaloes were originally due. The above penalty provisions shall not apply In 
casas of title dispute as to the Slate's portion of lhe royalty or to tnat porilon 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 underiylng this lease or allocable to this lease and shall fumlsh 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 lnlo 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 1o 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, DRILU NG 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 forma for application to drill. Copies of well tests, 
completion reports and plugging repor1s shall be supplied lo the General Land Office at the time they are nted wtth 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 lo the Texas 
Railroad Commission or any other governmental agency shall InClude the word "State" in the lille. AddKionally, In accordance with Railroad Commission 
rules, any slgnage 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 fof. 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 oopy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the maklng of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents or other materials are not fil ed 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 n on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilltng or 
reworking operations thereon, or pays or tenders the next annual delay rental In the same manner as provided In this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's righls shall remain In full force and effect without further operations until the expiration of the primary term; and n Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or rewori<lng 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of produalon under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut~n 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~n oil or gas well and upon the failure to make sudl paymon~ this lease shal Ipso faCio terminate. If at the 
expiration of the primary term or any time thereafter a shut~n oil or gas wall is located on the leased premises, payments may be made In acoordance 
with the shut·ln provisions hereof. 

12. DR.ILUNG 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 r8WOI1tlng operations thereon, this lease shall remain In fon:e so long as operations on 
said well or for drilling or reworldng of any additional wells are prosecuted In good faith and In woritmanlike manner without Interruptions tota&ng more 
than sixty (60) days during any one such operation, and if they result In the production of oil and/or gas, so long thereafter as oil and/or gas Is produced 
In paying quantities from said land, or payment of shul~n oil or gas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKI NG. 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 sihall not terminate K Lessee commences additional drilling or reworking 
operations within sixty (60) c:'ays after sudl cessation, and this lease shall remain In full force and effeel for so long as such operations continue In good 
faith and In workmanlike manner without Interruptions totaling more than sixty (60) days. If such drilling or reworking operations result In the produebon 
of oil or gas, the lease shall remain In full force and elf eel for so long as oil or gas Is produced from the leased premises in paying quantities or payment 
o f shut-In oil or ga~ well royalties or payment of compensatory royalties Is made as provided herein or as provided by law. If the driDing or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate If the Lessee commences addtbonal drilltng or reworlling 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effeel so long as Lessee continues dnlling or 
reworking operations in good faith and In a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall gtve wrinen notice 
to the General Land Office within thirty (30) days of any cessation of production. 

1-4. 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 tha~ 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 suitabl e production facilities or lack of a suitable marke~ then Lessee may pay as a shuHn 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) par acre. To be effective, each Initial sihut-ln oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days efter 
the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days after Lessee completes a dnlhng or r8WOI1tlng 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 Offoce and on&­
half ( 112) to the owner of the soli. If the shut~n oil or gas royalty Is paid, the lease shell be considered to be a producing lease end 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~n year. 

15. COMPENSATORY ROYALTIES. If, dunng the period the lease Is kept In effeel by payment of the shut~ oil or gas royalty, oil or gas Is 
sold and delivered in paying quantities from a well located Within one thou58nd (1,000) feet of the leased premises and completed In the same producing 
reservoir, or In any case In which drainage Ia occurring, the right to continue to maintain the lease by paying the shut~n oil or gas royalty shall cease, but 
the lease shall remain effective lor 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 produalon from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (112) to the Commissioner of the General Land Offtee and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the well causing the drainage or thetis 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 Umely 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 wnnen approval, the payment 
of compensatory royalties can satisfy the obligation to dnU offset wells. 

1&. RETAINED A CREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has boon 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) year$ after the expiration date of the primary or extended term it sihall 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~n oil or ga.s weU 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 sald well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shaM 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 facol4ies on, over and across all the lands described In Paragraph 1 hereof ("the retained lands1 . for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In the event this lease Is In force and effect two (2) years after the explraUon 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 depthsj In each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 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 o f 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 flied. If Lessee fa lls or refuses 
to execute and reoord 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 wrihen Instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counlles 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 obllgaUon 
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 leas ad 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 dri111ng 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 leas ad 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 forfeoture. 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 M .-...EURE. 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. acu of God, or any valid order. rule or regulation of government authority, then while ao prevented, Lessee's obligation to comply with such 
covenant shall be suspe<lded and Lessee shall not be Rabie for damages for failure to comply with such covenants; addltionany, this lease shall be 
extended while Lessee Is prevented. by any such cause, from conducting drilling and reworidng 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 drifting or reworlclng operations or production of oil or gas. 

111. WARRANTY CLAUSE. The owner of the soli warrants and agrees to defend title to the leased premises. If the owner of the soli defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soli In the leased premises by paying any mor1jlage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soli under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soli. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. It 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 royanles and rental herein provided to be paid to the owner of the soli shan 
be paid 1o him In the proportion which his Interest bears to the entire undivided surfaoe 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 soli. 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 cosl allocable to such undivided lnteresl However, In no event shall 
the Commissioner of the General Land Offioe 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 lhe School Land Board and the owner of the soli In accordance with Natural Resources Code Sections 
52.151-52.154, or If, at any time after the expiration of the prtmary 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 det8'TT1ined on a per acre basis under the terms of this lease during the primary term shall be 
calculated basad 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 lo use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soli ; provided, however, Lessee shall nol use potable water or water suitable for livestock or Irrigation purposes 
10< waterflood operations without the prior consent of the owner of the soli. 

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer lhan two hundred (200) feet to any house or bam 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 al proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wedands, natural waterways, rivers and Impounded water shall be prevented by the use of contalrvnent 
facUlties 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 dean 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 end 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 cwner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures. or casing which are no: 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 cenified 
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 vold 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 par111ershlp In which the owner of the soil is a par111er or is an employee of such a par111ership; 
(4) a principal stockholder or employee of the corporation which Is the owner of the soU; 
(5) a par111er or employee In a par111ershlp which Is the owner of the soil; 
(6) a fiduciary for the owner of the soU; 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 soU 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 portJon or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease Is property 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 ASSIGNM ENTS 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 Clerlt of the 
county In which the Instrument Is recorded, must be flied In the General land Off1C8 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 ~lis lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. AJI provisions pertaining to the lease of the above-<fescribed 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 partJes. 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 facta affecting the State's Interest in 
the leased premises. When the Interests of the owner of the soil conflict wllh those of the Stale, the owner of the soil Ia obligated to put the Stale's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum wi thin thirty days after It becomes due, or If Lessee 0< an 
authorized agent should knowingly make any false return or false report concerning produdlon or drilling, or If Lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lessee 
should fail to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or If Lessee should refuse the proper authority access to the records pertaining to operations, or If Lessee or 
an authorized agent should knowingly fall or refuse to give correct Information to the proper authority, or knowingly fall or refuse to fumlsh the General 
Land Office a correct log of any well , or If Lessee shall knowingly violate any of the material provisions of this lease, or If this lease Is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commissioner. and he shall forfeit same when sufflcienlly lnfonned of the fads 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 aD rights thereunder 
reinstated before the rights of another lntetVene upon satisfactOI)' 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 herelo. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136. the State shall have a first Hen 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 laue. By acc:eptance of 
this lease. Lessee grants the State. In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutOI)' 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 flxtures on and Improvements to the 
leased premises used In connectlon with the production ()( processing of such leased minerals In ()(der to secure the payment ol all royalties ()( other 
amounts due ()( 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()( condition of this lease. whether express ()( Implied. This len and security Interest may be f()(ecfosed with ()(without court proceedings In 
the maMer provided In the Tide 1. Chap. 9 of the Texas Business and Commerce Code. lessee agrees that the Commissioner may require lessee to 
execute and record such Instruments as may be reasonably nec:essary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relaling to Lessee's activities upon the above-4escribed 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 soli 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 f()( the pooling ()( unitizing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soli agrees that the lndusion of this provision In this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNilY. 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, ()( other harm, lnduding environmental harm, f()( which recovery of damages Is sought, lndudlng, 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, ()(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, ()(by any other negligent or strlcUy liable act()( omission of Lessee. Further. Lessee hereby agrees to be liable f()(, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soli , their offlc:ers, employees and agents, their successors ()( assigns, against any 
and all dalms, llabdlties, losses, damages, actions, personal injury (lnduding death), costs and expenses, ()( other harm for which recovery of damages 
Is sought, under any theory lnduding t()(l, contract. ()( str1ct liability, lnduding attorneys' fees and other legal expenses, lnduding those related to 
environmental hazards, on the leased premises or In any way related to lessee's faUure to comply with any and aQ environmental laws; those arising 
from ()( In any way related to Lessee's operations ()( 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 leases's breach of any of the terms or provisions of th is Agreement 
or any other act ()( omission of Lessee, Its direci()(S, officers, employees. partners, agents, contract()($, subcontractors, gUMts, Invi tees, and their 
respective suocessors and assigns. Each assignee of this Agreement, ()(an Interest therein. agrees to be liable for. exonerate, Indemnify, defend and 
hold harmless the Slllte 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 offlc:ers, employees. and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREIN, All OF 
THE INDEMNilY 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 UABILilY, OR THE 
NEGLIGENCE OF ANY PARlY 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()( 
pollution of any environmental medium, lndudlng soli, surface waters, groundwater. sediments. and surface ()( subsurface strata. ambient air or any 
other environmental medium In, on. ()(under. the leased premises, by any waste, pollulllnl ()( contaminant Lessee shall not bring()( permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, ()( substances regulated as hazardous wastes. hazardous materials, 
hazardous substances (as the term "Hazardous Subslance· 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 Materials1 . except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT 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 A~ 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 PRE.MISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES tN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILilY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALLIMMEDIATEL Y 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act. and other applicable statutes and amendments thereto, and If any provision In this lease does not confonn to these 
statutes, the statutes will prevail over any nonconforming lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It Is filed 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, lhe effectlve date 
of this lease shan be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record In the office of lhe 
County Clef11 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 Clef11 from his records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. AddiUonally, this lease shall not be binding upon the Slate unless It 
recites the actual and true consideration paid or promised for execution ol this lease. The bonus due the Slate and the prescnbed filing fee Shall 
accompany such certified copy to the Gene<al Land Office. 

~:~".JC!C72P 
Tide: Agent for Forest 011 Corporation 

Date: 7 Is /or,. 
I I 

BY: 
lndiV17'd-:-u-±--7.::>0'->o<"":1f--:;-;f;:-:'~~~-:-+==fl 

Date: ---"'rL...JGCP-::....L"-'~---

STATE OF TIEXAS 

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

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

STATE OF TEXAS 

BY: 
lndlvid=u-a::-lly_a __ nd-:-a-s_a_g_e,...nt:-;f,.-or-:th:-e--;::S:-ta7te-o-;f,-,;T,-e-xa-s-----

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

STATE OF TEXAS 

BY: ~~--..,.-----..,.--.-~--~----------­
Indivldually and as agent for the Slate of Texas 

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

~ 73 
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copy of 1~ Original filed i -
Reeves Coun 

Clerks Office' 
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STATE OF .JJIE""'XA"""S'------­

COUNTYOF~M~ID~LAaN~D~----

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared ._L ...,C.ah,..d .... st"'o"'oh"'e01r_.Swm.l11thll.l... _________ _____ _ 

known to me to be the person whose name Is subsctibed to the foregoing Instruments as Agent tor f orest 011 Corporation A New York Corporation 

of Forest 011 Corporation and acknowledged to me that he 

executed the same for the purposes and consideration therein expressed. In the capadty stated. and as the act and daed of said corporation. 
-r-

Given under my hand and seal of office this the~ day of --'-"~=t-~=---

JOLENE F. MULLINS 
Notary Public. State of Teus 

My Comm•ssoon Expores 
October 11. 2009 

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 subsctibed to the foregoing Instruments as-------------------­

of----------- -------------------------- and acknowledged to me that he 
executed the same for the purposes and consideration therein expressed, In the capadty stated, and as the act and deed of said corporation. 

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

STATE OF NORTH CAROLINA 

COUNTY Of M j I 'fA ,..._) 

Notary Public In and for---- - --------

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned autllodty, on this day personally appeared :wCAarro!Willl.llo~NL..J;HLIIalll.thLIIaiDwa:aVx._ ___ _ _________ _ 

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 conslderaUon therein expressed. 

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

. ·. 

STATE OF ________ _ 

COUNTY OF _______ _ 

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

known to rna 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 __ . 

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

In the event of conflict or inconsistency between the printed terms of this lease and these 
added terms of this lease, the added terms shal1 control and be deemed to supersede the 
printed terms of the Lease. 

40. Rentals for years two and three of this lease have been prepaid and are included in the 
bonus consideration described in paragraph 3 above. One half (1/2) of this amount has 
been paid to the Lessor and one half (1/2) has been paid to the State ~Texas. At the end 
of the third anniversary date of this lease, Lessee shall ha~ tl1e option te renew this lease 
for an additional two (2) years by delivering rentals for the fourth year in the amount of 
$9,283. 76. One half (1 /2) of the fourth year rental will be paid to the Lessor and one half 
(1/2) will be paid to the State ofTexas. Reirt"al fOr the fifth year are included in the fourth 
year rental and if the fourth year rental is paid then no additional rentals are due under 
this lease. 

M"f f'k'Jj'lS1~Io Ht~tl< t l'o I ; '-

FD.E NO ._..=3:..=5:.::8'-'-7 __ 

OR USC Or THE DESCR:Sl~ "';.. •·•~~<·:;1 , .• :~~.>l ilt Cu .. U~ 
OA RAe( IS lil AI JOAAi. ,., , ·~ ..: ::;.:,.£ l li' 'n i r ••.AI. 
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7 OF nrr y A.D. 2006 4 • 13 p M. 
FILED FOR RECORD ON THE TH DAY __ ..... ULJL.&.·L--------

10TH F JULY A. D. 2006 10:00 A. M. 
D~H.ECOH.DED-0~ DAY 0 

"""lr1 I I l DIANNE 0. FLOREZ, COUNTY CL.ERK 
B • \ U l )_.A./,DEPUTY ~ llEEVES comrrY' mAS 

----~----------~~~· · 1,, 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

The above and foregomg IS a full. true and correct photographiC copy of the 
ong,nal record now tn my lawful custody and possess1on, as the same 1s 
filed/recorded 'f,ihe puilJJe<.r~rds of my off,ce. found 111 VOL ....J..3J... 
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Perry & Perry, Inc. 214 Texas Ave. Suite 1200 P. 0 . Box 3667 Midland Texas 79702 telephone 432.682.7861 facsimile 432.683.5086 toll free 800.725.0925 

May 10, 2006 

General Land Office of the State of Texas 
Attn: Drew Reid 
1700 Congress A venue, Room 600 
Austin, TX 7870 1- 1495 

RE: MIRROR AND VER.MEJO PROSPECT 
Oil and Gas Leases -Reeves County, Texas 

Dear Mr. Reid: 

Enclosed are the Certified Recorded copies of the Oi l & Gas Leases executed by the designated Agents for the State of 
Texas. These are the Leases we have agreed to on the foUowing properties in Reeves County, Texas: 

All of the NW/2 of Section 36, Block 2, H &GN RR. Co. Survey 

(I). Oil & Gas Lease dated January 5, 2006 executed by Herbert E. Fouts & Frances B. Fouts Revocable Living Trust, 
William E. Fouts and Judith Frances Patrick Co-Trustees as recorded in the VOL: 729, PG: 292, OPR. 

All of the SE/2 of Section 36, Block 2, H &GN RR. Co. Survey 

(2). Oil & Gas Lease dated February 14, 2006 executed by Nell E. Hastings as recorded in the VOL: 729, PG: 160, OPR. 

(3). Oil & Gas Lease dated January 30, 2006 executed by M. Brad Bennett as recorded in the VOL: 729, PG: 562, OPR. 

Also enclosed are the following checks made payable to the Texas General Land Office: a) Perry & Perry check no.5324 
of $15,000.00 as bonus consideration for Lease (3); and b) Perry & Perry check no. 5325 of $25.00 as filing fees for 
Lease (3). The $100.00 processing fee has been previously submitted for other undivided owners on this property. 

Payment for Lease ( I ) and (2) was sent to your office under separate cover dated May 9, 2005, as Perry & Perry check 
No. 5323. A copy of this check is attached hereto with detail. Sony for the confusion on this one. 

Thank you and should you have any questions please call me at 432-682-7861. 

Yours truly, 

./ cqa;c::tf5 '=') 

. ' Ol 

L. Christopher Smith 
- -:: 

C'l 

-.-. 

(,()1.08 
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rEXA GE ERAL LA 0 OFFICE 
M. BRAD BEN En 

• • • ••• •• • • • • • • • • • • • • • • • • 
W B-Cash ............._ VERMEJO- E/2 cc. Jt: B%k. .: . I-1&G~ u: -we)" •: 

•• • •• • ••• 

r 
5110/2006 

t 
I 

.... , 
I 
() 

a 

15.000.00 



fEXA GE ERAL LA D OFFICE 

r.exv~ $ r~vC) / 
ell Hastings ' E/2 ec. 36. Bll-..2 

l_lerbc:rt E. & Frances 13. Fouts W/2 • cc. 36. Blk. 2 
filmg fee for ell llasungs 
tiling fcc for llcrbcrt L. & Frances B. Fouts 
Rc' ocable Ll\ ing Trust 

\21 

IN 13-Cash VERMEJO- cc.36. Blk.2.11&G 

5/9/2006 

I 

--.. r 

X 

5323 

6.63 1.25 
26.525.00 

25.00 
25.00 

33,206.25 

• ••• • • • •• • 
• 

• • •••••• • 
• • ..... , 
• 

• 
•••• • •••• 
•••• • • •• 



TEXA GE E RAL LA D OFFICE 
FILl G FEE • forM BRAD 13E I ETI 

I 00.00 fee for cc. '6 h .> as been paid 

• • 
VER • • • • • ••• MEJO. SF/? • • • • • • • • • • ~ - . cc.3t>: S:k.~ . l'&~""; , • • •• •• \J I 'I •lt%~\· ee . . . ; .. : 

121 

5/ 10/2006 
· ~ 
)( 25.00 

25.00 
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1 E.XA GE ERAL LA 0 OFFICI:: 
Jack Frc) Cochran- Fil ing I ee 

25.00 
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WNB-Cash VERMEJO - ec.36. E/2 Blk.2.II&G une)· Filing l·e 
25 .00 
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TEXA GE ERAL LA D OFFICE 
cc. 36 E/2. Blk 2. II&G urvey 

Filing fee - Kelly H. 13axter 

v~ 
~rru 
I -

I 

WNB-Cash VERJ\iiEJO- Sec.36. E/2 Blk.2.H&G Survey 

5/22/2006 

{_ ('(" , __ , 
J 

5335 

4,893. 75 
25.00 

4.9 18.75 
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5345 
6/9/2006 

TEXA GE ERAL LA D OFFICE 
Jack Frc) Cochran 

6.63 1.25 

~ .\ 

6,631 .2-

W B-Cash 
VERMEJO- ec.36. E/2 Blk.2. li&G unc) 



t& ,_;ro yf;RMEJO - Sec.36, Blk.2,H&GN Survey 
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~~ow AccouNT 

TEXAS GENERAL LAND OFFICE 
Nell Hastings SE/2 Sec. 36, Blk.2 
Herbert E. & Frances B. Fouts NW/2 Sec. 36, Blk. 2 
filing fee for Nell Hastings 
filing fee for Herbert E. & Frances B. Fouts 
Revocable Living Trust 

VERMEJO- Sec.36, Blk.2,H&GN Survey 
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5/912006 TEXAS GENERAL LAND OFFICE 
Nell Hastings SE/2 Sec. 36, Blk.2 ~ 
Herbert E. & Frances B. Fouts NW/2~ec , B . 
fil ing fee for Nell Hastings 
filing fee for Herbert E. ~s B. 
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6,63 1.25 
26,525.00 

25.00 
25.00 

33,206.25 

5323 

6,631.25 
26,525.00 

25.00 
25.00 

33,206.25 
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TEXAS GENERAL LAND OFFICE 

July 17,2006 

Attn: L. Christopher Smith 
Peny & Peny, Inc. 
214 Texas Ave. Suite 1200 
Midland, Texas 79702 

Re: RELINQUISHMENT ACT LEASE No. M-106257 
318.30 acres out of Section 36, Bile 2, 
H&GN Ry. Co.Survey, Reeves County, Texas 

Dear Mr. Smith, 

JERRY PATTERSON, COMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under Mineral File number M-106257. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$73,068.76, has been applied as the state's portion of the cash bonus 
$72,943.76, along with a processing and filing fee in the amount of$125.00. Please Jet me know if 
you should have any questions. 

Sincerely, 

D.u-v tet'--( 1>\ 
Drew Reid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

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

Post Office Box 12873 • Austin, Texas 78711-2873 

512- 463-5001 • 800-998-4GLO 

www.glo.state.tx.us 
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TEXAS GENERAL LAND OFFICE 7/25/2006 

Carrolle N. Hathaway 

WNB-Cash 

• • 
VERM EJO - • • • • •:• .•. • 

ec.36 SE/2 Blk.2, H&G • • iuavei • : • • • •: •• • •• • • • ••• • •• 

5411 
/ 

6.63 1.25 

0 ,·· 
( ' . '\ 
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~ · 

o/:1 ·. 
vo' s~ ('' 
'/ o' «?,> 

6.63 1.25 



TEXAS GENERAL LAND OFFICE 

• 

Carrolle N. l lathaway 
Filing Fee 

• • • • • • 
WNB-Cash VERMEJO- Sec.36SE/2 Blk.2. JI&Gl'J eirie~ • 

•• • 

\~\ 

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

5412 
7/25/2006 X 25.00 

25.00 



LandSmllh Petroi81Jm Resources, Inc. 214 Texas Ave. Suite 1200 P. 0 . Box 3667 lotdland Texas 79702 telephone 432.682.7861 facsimile 432.683.5086 loll free 800.n5.0925 

July 25, 2006 

.. 

General Land Office ~fthe State ofTexas 
Attn: Drew Reid 
1700 Congress Avenue, Room 600 
Austin, TX 7870 1- 1495 

RE: MIRROR AND VERMEJO PROSPECT 
Oil and Gas Leases -Reeves County. Texas 

Dear Mr. Reid: 

Enclosed are the Recorded copies of the Oi l & Gas Leases executed by the designated Agents for the State of Texas. These are the 
Leases we have agreed to on the following properties in Reeves County, Texas: 

All of the SE/2 of Section 36, Block 2, R &GN RR. Co. Survey (M-106257) 

( I). Oil & Gas Lease dated June I, 2006 executed by Carrolle N. Hathaway as recorded in VOL: 737, PG: 266, OPR. 

SW/4 SW/4 Section 8, containing 40 acres, Block 55, T-4, T&P Ry. Co. Survey 

vi.~~ - 4 k'- (2). Oil & Gas Lease dated May 16, 2006 executed by Tom E. Johnson and wife Jeanie J. Johnson as recorded in the 
VOL: 737, PG: 276, OPR. 

r~"'- All of the N/2NW/4 of Section 6, Block 54, T -4, T&P Ry. Co. Survey 

~\ (b •1 A c. (3). Oil & Gas Lease dated May 16, 2006 executed by Holton G. Campbell as recorded in the VOL: 734, PG: 8 1 2,r~R. 

(o.t c. (4). Oil & Gas Lease dated May 16,2006 executed by Charisa J. Almager as recorded in the VOL: 734, PG: 822, 0~. 

Section 4, Block 54, T-4, T&P Ry. Co. Survey w ... 

'Jl'~,~ ~ G, 4G. \'C. (5). Oil & Gas Lease dated June I , 2006 executed by Sempra Energy Production Company as recorded in the VOL::}35, 
-, PG: 2 1, OPR. 

..,) 

Also enclosed are the following checks: C• 
a) LandSmith Petroleum Resources, Inc. - check no. 54 11 for $6,63 1.25 as bonus consideration on lease I ; r _ _, 
b) LandSmith Petroleum Resources, Inc. -check no. 54 12 for $25.00 as fi ling fee for the lease I ; 
c) LandSmith Petroleum Resources, Inc. - check no. 541 3 for $ 1,000.00 as bonus consideration for lease 2; 
d) LandSmith Petroleum Resources, Inc. - check no. 54 14 for $25.00 as fi ling fees for lease 2; 
e) LandSmith Petroleum Resources, Inc. - check no. 5407 for $ 1,833.34 as bonus consideration on leases 3 and 4; 
f) LandSmith Petroleum Resources, Inc. -check no. 5408 for $50.00 as fi ling fee for the leases 3 and 4; 
g) LandSmith Petroleum Resources, Inc. - check no. 5409 for $ 160,000.00 as bonus consideration on lease 5; 
h) LandSmith Petroleum Resources, Inc. - check no. 54 10 for $25.00 as fi ling fee for the lease 5; 

Please advise as soon as formal approval is granted and mineral fi le number is assigned. 

Thank you and should you have any questions please call me at 432-682-7861. 

Yours truly, 

/C~$/ 
L. Christopher Smith, CPL 

072.1a.Av 

• • ••• • • • • • • • • • • • • • • • • • •• • • • • • • • • • • •• • • •• • • ••• • •• 
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FOREST OIL CORPORATION 'l/" Check No . 811441 
IN PAYMENT OF DELAY RENTAL SHUT·IN ROYALTY/MIN. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

I LEASE I I I RECORDED I RENTAL PERIOD 
LEASE NO. DATE COUNTY ST. BOOK 1 PAGE MOS. 1 BEGINNING 

05036-000009-I 0 1 /30/06 REEVES TX 729 562 12 01/ 30 / 09 
STATE OF TEXAS BY AGENT M BRAD BEN 
PROPERTY DESCRIPTION: DEPOSIT TO THE CREDIT OF: 

••• • • •• 
•••• 
•••• • 
• 

• • •• 
• . . .. 

I e 

.. . 
• •• 
• •• •• • • 

Prospect: MIRROR 

H & GN SURVEY 
Gr acs: 318.3000 
SE 

Twp Blk 
2 

Net acs: 60.0000 

Sec 
36 

PAYABLE TO: 
COMMISSIONER OF THE GENERAL 
LAND OFFICE STATE OF TEXAS 
1700 NORTH CONGRESS AVENUE 
AUSTIN, TX 78701 

TOTALAMOUNTV 10,530.00 
RENTAL AMOUN~10, 530. oo 

RANK r.HAI=lril=· -



.• EQREST OIL CORPORATION \ / Check No . 811437 
• • IN PAYMENT OF DELAY RENTAL SHUT:rN ROYALlY/MIN ROYALlY TO PARlY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

• 

I LEASE I 
LEASE NO. DATE I I RECORDED I RENTAL PERIOD 

COUNTY ST. BOOK 1 PAGE MOS. 1 BEGINNING 

05036-000009-C 01/10/0 6 REEVES 
STATE OF TEXAS M 106257~ 
PROPERTY DESCRIPTION: ;..../ 

Prospect: MIRROR 

Twp Blk Sec 
H & GN SURVEY 2 36 

Gr acs: 318.3000 Net acs: 39.7875 
SE 

TX 728 163 12 01/1 0 I 09 

DEPOSIT TO THE CREDIT OF: 

PAYABLE TO: 
COMMISSIONER OF THE GENERAL 
LAND OFFICE STATE OF TEXAS 
1700 NORTH CONGRESS AVENUE 
AUSTIN, TX 78701 

TOTAL AMOUNT: \../~. 962.81 
RENTALAMOUNT: /' G,962.81 

BANK CHARGE: • 



I 

FOREST OIL CORPORATION Check No. 811439 
IN PAYMENT OF DELAY RENTAL SHUT· IN ROYAL TV/MIN ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

' LEASE NO. I LEASE I 
DATE 

0503 6- 000009-D 01/ 10/06 ~REEVES 
STATE OF TEXAS M 106257 '-­
PROPERTY DESCRIPTION: 

Prospect : MIRROR 

H & GN SURVEY 
Gr acs: 318.3000 
SE 

Twp Blk 
2 

Net acs: 39.7875 

I I RECORDED I RENTAL PERIOD 
COUNTY ST. BOOK 1 PAGE MOS. 1 BEGINNING 

Sec 
36 

TX 728 1 73 12 0 1 /10/0 9 

DEPOSIT TO TH E CREDIT OF: 

PAYABLE TO: 
COMMISSIONER OF THE GENERAL 
~~ OFFICE STATE OF TEXAS 
1700 NORTH CONGRESS AVENUE 
AUSTIN, TX 78701 

TOTAL AMOUNT: / 
6,962.81 

RENTAL AMOUNT: 
RANK C:HAR(";F· 

'1. 6. 962.81 • 



7 
' 



• 

FOREST OIL CORPORATION V Check No. 811540 ••• 
, IN PAYMENT OF DELAY RENTAL SHUT-IN ROYALTY/MIN ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO ltiE TERMS OF LEASE IDENTIFIED HEREIN 

LEASE NO. I LEASE I 
DATE 

05036-000009-A 02/14/06

4
R.EEVES 

STATE OF TEXAS M 106257 
PROPERTY DESCRIPTION: 

Prospect: MIRROR 

Twp Blk 
H & GN SURVEY 2 

Gr acs: 318.3000 Net acs: 79.5750 
SE 

I I RECORDED I RENTAL PERIOD 
COUNTY ST. BOOK 1 PAGE MOS. 1 BEGINNING 

Sec 
36 

TX 728 183 12 02/14 /09 

DEPOSIT TO THE CREDIT OF: 

PAYABLE TO: 
COMMISSIONER OF THE GENERAL 
LAND OFFICE STATE OF TEXAS 
1700 NORTH CONGRESS AVENUE 
AUSTIN, TX 78701 

TOTAL AMOUNT: \ ;:3, 925.63 
RENTALAMOUNT:/- ~3,925.63 

BANK CHARGq. • 



• 

FOREST OIL CORPORATION V Check No. 811544 
, IN PAYMENT OF DELAY RENTAL SHUT-IN ROYALTY/MIN. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

I LEASE I I I RECORDED I RENTAL PERIOD 
LEASE NO. DATE COUNTY ST. BOOK 1 PAGE MOS. 1 BEGINNING 

05036-000009-H 02 / 14 / 06 REEVES TX 729 160 12 0 2 / 14 /0 9 
STATE OF TEXAS ;j ft r{}/""'1')~/) 
PROPERTY DESCRIPTION: ~ VfGl..Ja.-o ~ DEPOSIT TO THE CREDIT OF: 

Prospect: MIRROR 

H & GN SURVEY 
Gr acs: 3 1 8.3000 
SE 

Twp Blk 
2 

Net a cs: 26 . 5250 

Sec 
36 

PAYABLE TO: 
COMMISSI ONER OF THE GENERAL 
LAND OFFICE STATE OF TEXAS 
1700 NORTH CONGRESS AVENUE 
AUSTIN, TX 78701 

• •• • 

• • • 
• • 

• • •• 
• 

•• 
• • • 

•• 
•• 

•• 
II • ' .. .. 

TOTALAMOUNT¥- 4 ,619.38 
RENTALAMOUNT: 4 ,619 .3 8 

BANK CHARG : • 



• 

FOREST OIL CORPORATION V Check No. 811542 
, IN PAYMENT OF DELAY RENTAl SHUT· IN ROYALTY/MIN ROYAL TV TO PARTY OR PARTIES NAMED BELOW PURSUANT TO TliE TEAMS OF LEASE IDENTIFIED HEREIN 

I LEASE I 
LEASE NO. DATE I I RECORDED I RENTAL PERIOD 

COUNTY ST. BOOK .I PAGE MOS. 1 BEGINNING 

05036-000009- F 02/1 4 / 06 REEVES 
STATE OF TEXAS M 106257 r-­
PROPERTY DESCRIPTION: ,__ 

Prospect: MIRROR 

Twp Blk 
H & GN SURVEY 2 

Gr acs: 318.3000 Net acs: 26.5250 
SE 

Sec 
36 

'!Jt rf!rXJ1?19 
4&?cr .. ?M t/~ ~ W 

TX 7 3 2 3 22 12 0 2/1 9 / 0 9 

DEPOSIT TO THE CREDIT OF: 

PAYABLE TO: 
COMMISSIONER OF THE GENERAL 
LAND OFFICE STATE OF TEXAS 
1 700 NORTH CONGRESS AVENUE 
AUSTIN, TX 78701 

TOTAL AMOUNT: . / 4 , 641 . 88 
RENTAL AMOUNT:../\ ~ , 641.88 

BANK CHARGE. • 



Fik No ff-J()(?;.f:J/' ( ~ . . 



FOREST OIL CORPORATION I / Check No. 811707 
IN PAYMENT OF DELAY RENTAL SHUT· IN ROYALTY/MIN. ROYALTY TO PARTY OR PARTlES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

I LEASE I I I RECORDED I RENTAL PERIOD 
LEASE NO. DATE COUNTY ST. BOOK 1 PAGE MOS. 1 BEGINNING 

05036-000009-E 04/19/06 REEVES TX 732 228 12 04/19/09 
STATE OF TEXAS M 106257 fA 
PROPERTY DESCRIPTION: \1\. DEPOSIT TO THE CREDIT OF: 

Prospect: MIRROR 

Twp Blk 
H & GN SURVEY 2 

Gr acs: 318.3000 Net acs: 19.5750 
SE 

Sec 
36 

tL \ 
PAYABLE TO: 

COMMISSIONER OF THE GENERAL 
LAND OFFICE STATE OF TEXAS 
1700 NORTH CONGRESS AVENUE 
AUSTIN, TX 78701 

TOTALAMOUNl"; V 3,425 . 63 
RENTALAMOU~ '- 3,425.63 

·~~ ................................................................... BA· N· K· C· H· A·R--·: ........... . 





LEASE NO. 

05036-000009-G 
STATE OF TEXAS 

REEVES 

IMPORTANT 

COUNTY 

The Attached check Is lor the person(s) named above. PLEASE DATE, SIGN AND RETURN 
THIS RECEIPT on the day you receive 11. II directed 10 a bank. please deposolthe amount to 
the credo! of the person(s) named above and date, sign and rerum the receopr on the day you 
receove 11. II correspondence Is required. please make reference 10 lease number. 

DATE: 

SIGN HERE: 
/ 

FOREST OIL CORPORATION v 

737 

000008 062448 

811841 
RENTAL PERIOD 
MOS. BEGINNING 

12 06/01/09 

DEPOSIT TO THE CREDIT OF: 

09013503 

PAYABLE TO: 
COMMISSIONER OF THE GENERAL 
LAND OFFICE STATE OF TEXAS 
1700 NORTH CONGRESS AVENUE 
AUSTIN , TX 78701 

Check No. 811841 

• • •• • • • •• • 
• 

•••• • •••• 
• 

•••• • •••• 
• •• • • •••• 

IN PAYMENT OF DELAY RENTAL SHUT· IN ROYAL TV/MIN ROYAL TV TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

I LEASE I I I RECORDED I RENTAL PERIOD 
LEASE NO. DATE COUNTY ST. BOOK I PAGE MOS. t BEGINNING 

05036 - 000009 - G 06/01/06 ~EEVES TX 737 266 12 06/01/09 
STATE OF TEXAS 
PROPERTY DESCRIPTION: DEPOSIT TO THE CREDIT OF: 

Prospect: : MIRROR \ 
Twp Blk Sec (i H & GN SURVEY 2 36 

Gr acs : 318 .3000 Net: a c s: 26 . 52 50 
SE I 

PAYABLE TO: 
COMMISSI ONER OF THE GENERAL 
LAND OFFICE STATE OF TEXAS 
1700 NORTH CONGRESS AVENUE 
AUSTIN , TX 78701 

TOTAL AMOUNT: ~"'" RENTAL AMOUNT: 641.88 

• BANK CHARGE: I 



.. 
F ORES T O I L CORPORATION 

707 o:leven ie&;uh 611nu~l • ~lie .16'00 

April 17, 2009 

Commissioner of the General 
Land Office State of Texas 
1700 North Congress Ave 
Austin, TX 787001 

{J)e/Jl/lJeJC-' ~lomdo 80202 (J('.f) 812- 140( 

RE: Oi l and Gas Extension Lease 05036-000009-G 

Dear Sirs: 

Forest Oil Corporation is the Lessee of that certain oil and gas lease dated June 1, 2006 
by and between The State of Texas. acting by and through its agent. CatTolle . 
Hathaway. Lessor, recorded in Book 737. Page 266. Entry 003587, in the public records 
of Reeves County, Texas ('"Lease .. ). 

It is our des ire to extend the primary term of the lease for a period of two years beginning 
June 1, 2009 through May 3 1, 20 ll by tendering to you the agreed upon bonus 
consideration of$9,283.76. Half(l/2) pajd to the Lessor and half (l/2) paid to the State 
of Texas. Please find enclosed our check in the amount of $4,641.88. 

Please ackno wledge receipt of this payment by signing and returning this letter in the 
enclosed prepaid envelope. If you have any questions regarding this matter. please 
contact me at 303-812-1 732. 

Sincerely. 

FOREST OIL CORPO~N 

~~~ 
~~man ~ 

THE UNDERSIGNED HEREBY ACKN\)~~E~~CEIPT OF THE E CLOSED 

OPTIO TO EXTEND PA YMENT: .. ·: .. :f2.··::· · .·· .· · .. -~~-,--~--------
Printed Name ·: · ::: · 'Telephone Number 

• 0 • • •••• 

• 0 • •• 

Signature 

• • •• • • • •• • 
• 

•••• • 
~ ... 

• .... 
• • ..... . .. 
• • • ..... 
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UNITED STATES P OSTAL SERVICE First-Class Mail 
Postage & Fees Paid 
USPS 
Penni! No. G-10 

• Sender: Please print your name, address, and ZIP+4 in this box • 

03 111 
MF f u i, '1- c;1 
llarriet Dunne 
Texas Genera l Land 0 nice 
PO Box 12373 
Austin T X 7871 1-2873 

II, II 11 •• 1.1,,, I, I ,II, ,,li,,J,JI,,I,I,,,J,,IJ,j, II J,,ll II II II I 



ENDER: COMPLETE THIS SECTION 

1 Complete items 1, 2, and 3. Also complete 
Item 4 if Restricted Delivery Is desired. 

1 Print your name and address on the reverse 
so that we can return the card to you. 

1 Attach this card to the back of the mail piece, 
or on the front if space permits. 

. Article Addressed to: 

Mark Smith 
SandRidge Energy, Inc. 
123 Robert S Kerr Ave 
Oklahoma City, OK 73 102 

D. Is delivery address different from item 1? 
If YES, enter delivery address below: 

3. Sel}fice Type 
13' Certified Mail 
0 Registered 
0 insured Mall 

0 Express Mall 
0 Return Receipt for Merchandl54' 
0 C.O.D. 

4. Restricted Delivery? (Extra Fee) 0 Yes 

. Article Number 
(Transf~r from service label 7007 0710 DODO 5380 2165 
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CERTIFIED MAIL,., RECEIPT 
(Domestic Mall Only; No Insurance Coverage Provided) 

. .. . " -. . 
- u ... u ~ --a= 

Postage $ 

Cert1fled Fee 

Postmark 
Retum Receipt Fee 

(Endorsement Required) Here 

Restricted Delivery Fee 
(Endorsement Required) 

Total Postage & Fees $ 

citY.siiiio:z.i,;<.;i ·-----------------------·----------··--·-·-----···-·-·-------------·-



:ertified Mail Provides: 
1 A mailing receipt 
1 A unique identifier for your mailpiece 
1 A record of delivery kept by the Postal Service for two years 

nportant Reminders: 
1 Certified Mail may ONLY be combined with First-Class Mail® or Pnority Mai~ 
1 Certified Mail is not available for any class of international mail. 

1 NO INSURANCE COVERAGE IS PROVIDED with Certified Mail. Fe 
valuables, please constder Insured or Registered Mail. 

1 For an additional fee, a Return Recerpt may be requested to provide proof o 
delivery. To obtain Return Receipt serviCe, please complete and attach a Retun 
Receipt (PS Form 3811) to the article and add applicable postage to cover tht 
fee. Endorse mail piece "Return Rece1pt Requested". To receive a fee waiver fo1 
a duplicate return receipt, a USPSQD postmark on your Certified Mail receipt il 
reqwred. 

1 For an additional fee, delivery may be restricted to the addressee o 
addressee's authonzed agent. Advise the clerk or mark the mailpiece with tht 
endorsement "RestrictedDelivery•. 

1 If a postmark on the Certified Mail receipt is desired, please present the arti 
cle at the post offtce for postmarking. If a postmark on the Certified Mai 
receipt is not needed, detach and affix label with postage and mall. 

VIPORTANT: Save this receipt and present it when making an inquiry. 
S Form 3800. August 2006 (Reverse) PSN 753().()2-000-9047 



... 

April I, 20 10 

Mark Smith 
SandRidge Energy, Inc. 
123 Robert S Kerr Ave 
Oklahoma City, OK 73 102 

Certified Mail #7007071 0000053802 165 

Re: MF I 06257 SE/2 Sec 36, Blk 2, H & GN RR Co urvey, Pecos Co TX 
8 Undivided Interest Leases 

Dear Mark: 

In our phone conversati on March 30, you informed me that SandRidge has purchased from Forest O il 
certain properties, and I be lieve the referenced leases are among those. l refer you to paragraph 29 o f 
subj ect leases which sta tes that a copy of recorded ass ignments must be filed with the General Land 
Office. 

These leases have a 3 year te rm beginning in 2006 stated on all but the Bennett lease, which is fi ve years. 
There is a provis ion on Exhibit "A" of all leases except the Bennett lease about "an option to renew" for 
an additional two years by a payment of a fourth year rental wh ich Forest O il paid before the anniversary 
dates in 2008 . It is the po licy of the Texas General Land O ffice to decline leases which have option 
language in them. However, since the leases were accepted and filed at the GLO, we w ill not dispute the 
va lidity of these particu lar leases\ ith option language with the exception o f the e ll E. Hast ings lease. 

When Forest paid the fourth year rental for the Hastings lease, the rental should have been $4641 .88. Our 
records show that a rental o f $4619.38 was paid. Since the rental was underpaid, it is our position that the 
Hast ings lease is te rminated. You have 30 days from receipt of this letter in which to present evidence 
and convince the General Land Office that a tenninat ion has not occurred . If such evidence has not been 
presented at the expiration o f the 30-day period, that undivided interest lease shall be endorsed 
" terminated ."' 

Should you wish to take a new lease on the Hastings interest, you may request a new two year lease to 
begin on February 14, 2009, the date this lease terminated. In that event, pl ease contact Drew Re id at the 
G LO at 5 12-475- 1534 to discuss the spec ifics. 

Shou ld you wish to have the Hastings rental that was paid in 2008 refunded, you may make that request 
in writing to my attention. 

~~ 
Harrie t Dunne, C PL 
Mineral Leasing, Energy Resources 
5 12-475- 1579 
5 12-4 75- 1543 (fax) 
harriet.dunne@ glo.sta te.tx.us 

Srcphen F. Ausrin Buildi ng · 1700 orrh Congress Avenue • Ausrin, Texas 78701-1495 

Post Office Box 12873 • Aus tin, Texas 78711-2873 

512- 463-5001 • 800-998- 4GLO 

www.glo.srare.rx.m 
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April I, 2010 

Mark Smith 
SandRidge Energy, Inc. 
123 Robert S Kerr Ave 
Oklahoma City, OK 73 I 02 

GENER./~L 

Re: MF I 06257 SE/2 Sec 36 Blk 2 H & GN RR Co Survey, Pecos Co TX 

Dear Mark: 
8 Und ivided Interest Lease ~ /J-'-(/'~ ~~ 

ln our phone conversation March 30, you infom1ed me that SandRidge has purchased from Forest Oil 
certain properties, and I believe the referenced leases are among those. I refer you to paragraph 29 of 
subject leases which states that a copy of recorded ass ignments rnust be filed with the General Land 
Office. 

These leases have a 3 year term beginning in 2006 stated on all but the Bennett lease, which is five years. 
There is a provision on Exh ibit "A" of all leases except the Bennett lease about "an option to renew" for 
an addi tional two years by a payment of a fourth year rental which Forest Oil paid before the ann iversary 
dates in 2008. It is the po licy of the Texas General Land Office to decline leases which have option 
language in them. However, since the leases were accepted and fil ed at the GLO, we wi ll not dispute the 
valid ity of these particular leases with option language with the exception of the Nell E. Hastings lease. 

When Forest paid the fourth year rental for the Hastings lease, the rental should have been $464 1.88. Our 
records show that a rental of $4619.38 was paid . Since the rental was underpaid, it is our position that the 
Hastings lease is terminated. You have 30 days from receipt of this letter in which to present evidence 
and convince the General Land Office that a termination has not occurred. If such evidence has not been 
presented at the expiration of the 30-day period, that undivided interest lease shall be endorsed 
" terminated." 

Should you wish to take a new lease on the Hastings interest, you may request a new two year lease to 
begin on February 14, 2009, the date this lease tenninated . In that event, please contact Drew Reid at the 
GLOat 5 12-475-1534 to discuss the specifics. 

Should you wish to have the I lastings rental that was paid in 2008 refunded, you may make that request 
in writing to my attention. 

~~ 
Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
5 12-475-1 579 
5 12-4 75-1 543 (fax) 
harriet.dunne@glo.state.tx.us 

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

Post O£f1cc Box 12873 · Austin, Texas 78711-2873 

512- 463 -5001 • 800-998-4GLO 

www.glo.stare.rx.us 

/ 



MF 106257 

County: Reeves 
Gross Ac : 318.3 

Lessee/Assignees 

Lessor Name (short) 

Date of lease 

Bonus/ac 

Leases 

'Forest Oil 

State share 
Net ac/undivided interest 
Term 
Yr 2 & 3 rentals prepaid 

4th yr rental (includes 5th yr) 
State share 

4th yr rental (w/o 5th yr) 
State share 

5th yr rental 
State share 

-

Rentals paid -date/amount 

·-
2nd yr 

-
3rd yr -- --

-
4th yr -
5th yr 

... 2 yr optio n language 

Date Prepared: 3/25/10 
By: HD 

A B 

-. . 
1- -

-
1-· -

Driscoll Bennett 

2119/2006 1/30/2006 

500 (39,787.50) 500 (30,000) 
19,893.75 15,000 

79.575 ac 60 ac 
3 yr 5 yr 
yes yes -

27,851 .26 21 ,060 -
13,925.63 10530 -

- 1-·-- -~ 

- ·-
- --
-~ 

-
~·-- -~ 

~· 

13,925.63 1/15/08 10,530 12117/08 

.. 

c 

-. 
--

Rental/Lease Status 
RAL Undivided 
Interest Leases 

D E 

-
-

----- -
--

Luckel Christie Hastings 

1/10/2006 1/10/2016 2114/2006 

500 (19,893.76) 500 (19,893.76) 500 (13,262.50) 
9946.88 9946.88 6631 .25 

39.7875 ac 39.7875 ac 26.525 ac 
3 yr 3 yr 3 yr 
yes yes yes -
13.925.62 13.925.62 9283.76 

6962.81 6962.81 4641 88 

- --- -
- - -

- -
-- -

- 1--- - --
1- ·-
1- ---

,_ 1-

-..y 
6962.81 12117/08 6962.81 12/17/08 4619 38 1/15/0/8 

.. _}_ r .. 1- L . . -

Description: 
SE/2 Sec 36 Blk 2, HN RR Co Survey 

F G H Total net ac leased 

1- -
-- -- -

- I ~ -~-

- ~ 1-

1-

Cochran Baxter Hathaway 

2114/2006 4/19/2006 6/1/2006 -
500 (13,262.50) 500 (9787.50) 500 (13,262.50) 

6631 .25 4893.75 6631 .25 
26.525 ac 19.575 ac 26.525 ac 

-
318.3 

3 yr 3 yr 3 yr 
yes yes - yes -

- -9283.76 6851 .26 9283.76 
4641 .88 3425.63 4641 .88 --

--
-- 1- -
- -~ 

- 1- --
----

-- 1- · 

--

~-

-
-
---

4641.88 before 2114/08 3425 63 before 3117/09 4641 .88 5/04/09 - -
--

-r .. - --r .. -- --r .. -
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RELEASE OF oa AND GAS LEASE 

~, \o(o .:ts;; ( - <2t.A.~ .A:: 
KNOW ALL 'MEN BY THESE PRESENTS: 

THAT the undersigned, SandRidge Exploration and Production, LLC ("SandRidge"), whose address 
is 123 Robert S. Kerr Avenue, Oklahoma City, OK 73 102-6406, is the present owner and holder of 
that certain Oil and Gas Lease, originally from the State of Texas, acting by and through its agent, 
Mary Agnes Driscoll, in favor of Forest Oil Corporation (" the Lease"). 

Sandridge hereby releases, relinquishes and surrenders all of its right, title and interest in and to 
t_he Lease as it is more particularly described as follows, to-wit: 

Date of Lease: 
Lessor: 
Lessee: 
Description: 

Recording Info: 

. 

February 14,2006 
State of Texas, acting by and through its agent Mary Agnes Driscoll 
Forest Oil C01·poration 
AJI of the SE/2 of Section 36, Block 2, H&GN RR CO. Survey containing 
318.30 acres, more or less. 
Volume 728, Page 183 

IN WITNESS WHEREOF this instrument is executed by the undersigned parties as of this 
30th day of August, 2010 but made effective on April 26, 2010 . 

SandRidge Exploration and Production, LLC 

By~~~~ 
Executive Vice President and Chief Operating Officer 

ACKNOWLEDGEMENTS 

STATE OF OKLAHOMA ) 
) ss: 

COUNTYOFOI~N~OMA ) 

Before me, the undersigned, a Notary Public in and for srud-county and State, on this 30th day of 
August, 2010, personally appeared Matthew K. Grubb, on behalf of SandRidge Exploration and 
Production, LLC, as Executive Vice President and Chief Operating Officer. 

Given under my and seal the day and year lnsl above ·written. 

JJJilldtt 1SilWlWJ 
Notary Public 



Certificate pf Recore\ 

10 ,02J Recording Fee 

----PT-<----Certified Copy Fee 

-'-'-1 D..J-'=--(S_ZJ __ Total Paid 
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ANY PROVISION HEREIN WHICH RESTRICTS THE 
SALE, RENTAL, OR USE OF THE DESCRIBED REAL 
PROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
AND UNENFORCEABLE UNDER FEDERAL LAW. 

BEAR GRAPHICS. INC • 

•••• • •• •• 
• •••••• • • 

•• • • • • •• 
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THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby cert1fy that this instrument w1th 1ts certificates of authenticity was FILED on the 
date and at the time stamped hereon and was duly RECORDED in the OFFICIAL PUBLIC 
RECORDS of Real Property of Reeves County, Texas, as indicated. 

OPR VOL. 852 PAGE _ __,3'-'-4=9 _ _ DATE RECORDED 9/22/2010 
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RELEASE OF OIL AND GAS LEASE 
.-f'V\. -I O(o;;l S. I - ~ \; 

KNOW ALL MEN BY THESE PRESENTS: 

THAT the Wldersigned, SandRidge Exploration and Production, LLC ("SandRidge"), whose address 
is 123 RobertS. KeiT Avenue, Oklahoma City, OK 73102-6406, is the present owner and holder of 
that certain Oil and Gas Lease, originally from the tate of Texas, acting by and through its agent, 
Jack Frey Cochran, in favor of Forest Oil Corporation ("the Lease"). 

Sandridge hereby releases, relinquishes and surrenders all of its right, title and interest in and to 
the Lease as it is more particularly described as follows, to-wit: 

Date of Lease: 
Lessor·: 
Lessee: 
Description: 

Recording Info: 

February 14, 2006 
State of Texas, acting by and through its agent Jack Frey Cochran 
Forest Oil Corporation 
All of the SE/2 of Section 36, Block 2, H&GN RR CO. Survey contain ing 
318.30 acres, more or less. 
Volume 732, Page 322 

IN WITNESS WHEREOF this instrument is executed by the undersigned parties as of this 
16th day of August, 2010 but made effective on Apri l 26, 2010 . 

SandRidge Exploration and Production, LLC 

By&£~ 
Matthew K. Gfu --? 7t,L/ 
Executive Vice President and Chief Operating 0 fficer 

ACKNOWLEDGEMENTS 

STATE OF OKLAHOMA ) 
) ss: 

COUNTYOFOKLAHOMA ) 

Before me, the undersigned, a Notary Public in and for said County and tate, on this 16th day of 
August, 2010, personally appeared Matthew K. Grubb, on behalf of SandRidge Exploration and 
Production, LLC, as Chief Operating Officer. 

Given under my and seal the day and year last above written. 

±/2G{IZ- ~~ 
Notary Public 

My Commission Expires: 



___.,_ Cert if icate of Record ·o G:J . l ' Recording Fee 

---=-----Certified Copy Fee 
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NY PROVISION HEREIN WHICH RESTRICTS THE 
ALE, RENTAL, OR USE OF THE DESCRIBED REAL 
ROPERTY BECAUSE OF COLOR OR RACE IS INVALID 
NO UNENFORCEABLE UNDER FEDERAL LAW. 

lA GRAPHICS. INC 
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THE STATE OF TEXAS, } 
COUNTY OF REEVES. } 

I, hereby certify that this instrument with its certificates of authenticity was FILED on the 
date and at the time stamped hereon and was duly RECORDED in the OFFICIAL PUBLIC 
RECORDS of Real Property of Reeves County, Texas, as indicated. 

OPR VOL. 852 PAGE ___,3"-'4'-"'8'---- DATE RECORDED 9/22/2010 
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