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·~ro-te Land & !Rjght-ofWay Services 
• INCLUDING LAND ADMINISTRATIVE ASSISTANCE 

>' 4 3 2.~· 1""\ '"lS 
February 2 1, 2006 

Texas General Land Office 
Mineral Leasing Division 
Attn: Drew Reid 
1700 Congress Ave., Sui te 640 
Austi n, Texas 7870 1-1495 

P. 0 . Box 550 
BIG SPRING, TEXAS 79721 -0550 

(432) 267-3601 a 
c5f 0 I ~'i,vl/Q.-

RE: Copies of Sixteen ( 16) Oil and Gas Leases to Reli nquishment Act (Mineral Classified) 
Lands covering the West One-half (W/2) of Section 12, Block 113, Public School Land 
Survey, Culberson County, Texas, conta ining 320 acres, more or less. 

Dear Mr. Reid: 

Please find enclosed the above referenced Leases fo r your review and approval. I have also 
included check #6 123 in the amount of $200.00 as payment to cover processing fees as required 
by the State. 

The above s ixteen leases include two lega l descriptions due to being undjvided interest leases 
and are described by the fo llowing: 

1. The S/2 of the SW/4 of Section 12, Block I J 3, Publ ic School Land Survey, Culberson 
County, Texas, containing 80.0 acres, more or less. 

2. The NW/4 and the N/2 of the SW/4 of Section 12, Block 113, Public School Land 
Survey, Cul berson County, Texas, contai ning 240.0 acres, more or less. 

The total bonus consideration paid represents $75.00 per acre. The primary term on each of the 
sixteen leases is for three (3) yea rs, and the delay rentals are $1 per acre as specified in each 
lease. The Leases also provide for a one-fifth ( 1/ 5) royalty. 

If approved, the bonus consideration tbat will be payable to the State will be in the amount of 
$ 12,000.00. Payments tota li ng $ 12,000 have already been paid to the surface owners for acting 
as agents and for negotiating the leases on behalf of the State. The following is a list of owners 
accounting for 100% of the surface estate: 

1. Kenneth R. Johnson, tract 2; surface interest owned 1/3. 
2. Am y Susan Kerbow, tract 2; surface interest owned 1/6. 
3. Landrum L. Medlock, ll, tract 2; surface interest owned 116. 
4. Les lie J. Parish, tract 2; surface interest owned 1/9. 
5. James Gilbert Parish, tract 2; surface interest owned 1/9. 
6. John Dennis Parish, tract 2; surface interest owned 1/9 . 

• • • • •• • •• • • • • • • • • • • • • • • • •• • • • • • • • • • • • • • • • •• • • •• • • 
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7. Frankie R. West-Davis, tract 1; surface interest owned I /6. 
8. Mattie Russell Pearson, tract 1; sUJface interest owned I /6. 
9. Maurice Russell Wi lson, tract J· surface interest owned 1/6. 
I 0. Kay Reichenau Ponder, tract I ; surface interest owned 1112. 
I I. Oeana R. Pfeiffer, tract 1; surface interest owned 1 I 12. 
12. Carl D. Russell, tract 1· surface interest owned 1/12. 
13. Dr. John R. Russell , Jr. , tract 1· surface interest owned 1/12. 
J 4. Ernestine Pool Life Estate, tract l ; surface interest owned I 11 8. 
15. Made E. Hambrick, tract 1; surface interest owned 1/18. 
16. Johan Russell Turpin, tract 1; surface interest owned l/ 18. 

Page 2 

Once again, thank you for all of your help. If you have any questions, please do not hesitate to 
ca ll me toll -free at 1-877-589-8858. Please return any coiTespondence to my attention at Slate 
Land and Right of Way Services, P.O. Box 550, Big Spring, TX 7972 1-0550. 

s~ 
Augustine Hernandez 
Landman 

AH/dr 

Encl. 

• • • • • .. 
• •• 
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TrmJSaCtill # 5110 

LBSSII': Johnson, Kenneth R. 

LOSS88: Craig L. Blair 

lfAIE lllalJITIN 

CIUity 
CULBERSON 

TIRMIIFHRED 

PIN# 
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PriJul'y T 11'111: 3 years ~ 

Boms/ Aa'B: $75.00 

Rantai/Acro: $1 .00 
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CIMPARIIMI 

MF# L8SS88 
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A~vlll: ~AD 3· 3o ·tJb 

Monday, March 27, 2006 
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RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 27-Mar-06 

Bill Wamick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Craig L. Blair 

Prim. Term: 3 years 

Royalty: l /5 

Consideration 

Recommended: t(?,f~ 
Not Recommended: ----

Bonus/Acre 

Rental/ Acre 

Date: ~ ·3D-o6 

Comments: 5 more leases on this property. 

~eF01m 

County: 

$200.00 

$1.00 

Recommended: [Vhf- Date: _ _JtfLJ....:..!, ,...l.:l o~Jo=-----
Not Recommended: ----

Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: 

Not Recommended: ----

Bill Wamick, General Counsel 

Recommended: I Jtttf~ 
Not Recommen~ ----

Approved: --=---

Not Approved: ___ _ 

Jer Patterson Co Jsswner 

Approved~ 
NotApp~-

Date: 

Date: 

Date: J1Lfl{}~ 
----'-----

Date: d ../l/L-4 '-1 () 0 

CULBERSO 
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' ( ' Sfate Land & !RJght-ofWay Services 
INCLUDING LAND ADMINISTRATIVE ASSISTANCE 

P. 0 . Box 550 

May 3, 2006 

BIG SPRING, TEXAS 79721 ·0550 
(432) 267·3601 

ent UP 
I Z F70 964 22 I 00 I 7323 

Texas Genera l Land Office 
Minera l Leasing Division 
Attn: Drew Reid 
1700 Congress Ave., Su ite 640 
Austin, Texas 7870 1-1495 

RE: Certified copies of sixteen ( 16) Qjl and Gas Leases to Relinquishment Act (Mineral Classified) 
Lands covering the West One-half (W/2) of Section 12, Block 113, Public chool Land Survey, 
Culberson County, Texas, containing 320 acres, more or less. 

Dear Mr. Reid: 

Please find enclosed the above referenced Leases for your review and approval. Plea e replace the leases 
I had previously mailed to you with the approval letter dated February 21, 2006. I have also included 
check ff l 073 in the amount of $20,000.00 as full payment for the State's share of the bonus consideration. 

In a letter dated March 3, 2006, I had previously forwarded check # I I 09 in the amount of $12,000.00. 
These two (2) checks total $32,000.00 and represent $200.00 per acre as agreed upon by the General Land 
Office and not at $75.00 per acres as previously mentioned in the approval letter. The other terms of the 
leases are on the previous approval letter that I had sent with the leases dated February 2 1, 2006, r am 
including a copy the above-mentioned letters as a reference. 

I have a lso enclosed checks # 1074 and # 16388 totaling $400.00 as payment for the filing fees as required 
by the State ofTexas. 

The above s ixteen leases inc lude two legal descriptions due to being undivided interest leases and are 
described by the following: 

I. The /2 of the SW/4 of Section 12, Block 11 3, Public School Land Survey, Culberson County, 
Texas, contai ning 80.0 acres, more or les . 

2. The NW/4 and the N/2 of the SW/4 of ection 12, Block 113, Public School Land Survey, 
Culberson County, Texas, containing 240.0 acres, more or less. 

The following is a list of owners accounting for 100% of the surface estate to the W/2 of Section 12: 

I. Kenneth R . Johnson, tract 2; surface interest owned 1/3. 
2. Amy Susan Kerbow, tract 2; surface interest owned 1/6. 
3. Landrum L. Medlock, Tl , tract 2; surface interest owned 1/6. 
4. Lesl ie J. Parish, tract 2; surface interest owned 1/9. 
5. Jame Gilbert Parish, tract 2; surface interest owned 1/9. 
6. John Dennis Parish, tract 2; surface interest owned 1/9. 
7. Frankie R. West-Davis, tract I; surface interest owned 1/6. 
8. Mattie Russell Pear on, tract I; urface interest owned l/6. 
9. Maurice Russell Wilson, tract I; surface interest owned 1/6 . 

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



\ i I 0. Kay Reichenau Ponder, tract I; surface interest owned II 12. 
I I. Geana R. Pfeiffer, tract I; surface interest owned II 12. 
12. Carl D. Russe ll, tract I; surface interest owned I I 12. 
13. Dr. John R. Russell, Jr. , tract I; surface interest owned 1/12. 
14. Ernestine Pool Life Estate, tract I; surface interest owned l/18. 
15 . Made E. Hambrick, tract I; surface interest owned I I 18. 
16. Johan Russell Turpin, tract I; surface interest owned I /18. 

Page 2 

Thank you for a ll of your help. If you have any que lions, please do not hesitate to call me toll-free at 1-
877-589-8858 or (432) 2 13-1775. Please return any correspondence to my attention at Slate Land and 
Right of Way Services, P.O. Box 550, Big pring, TX 79721-0550. 

Sincerely, 

Augusti ne Hernandez 
Landman 

AH/dr 

Encl. 

• • • • • •• • •• 
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GtMral Land Office 
Relinquishment Act l easo Form 
'lovlsed, Septe mber 1997 

.· 

~ustin, W:exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into this _.J.1.:...7 __ day of __ _,J.,u.,.ly,__ ____ .20QL_ , between the State of Texas, actmg 

by and through Its agent, _...;K""en"'ne""-'tl.!h_,_R,._,J"'o"'h"'n"'so.,n..,. . ...,h,e.,r"'ei"'n'-'d"'e"'a"'ll"'ng"'""inu...uh,.isws.,o.,;le"-"a'-'nd"'-'s"'e"'p"'a,.ra ... t,.,e_.p"'ro"'p"'e"'rtvu.. _ _________________ _ 

of 608 George St. Bla Sprino TX 79720 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and __ ...;C"'r"'a"'ig._L....,B"'I"'ai::..r --=ac..:n.::;d--=.S.:.te::.Jp"-'h,;,:e:.on;,_;:S;,;.--=B.,;,l.::;a.,;,l '-r _______ _ 

of _ _..!:P_,!.Ool.....JB~o>l!x~2!.:4:!.!7'-lo6~..,. ~Ga=r1ots.,bal!.!d.t.·..!.N:!.Sew=M=e.!!Jxl~coli-li8~8"'-22..,1!..... _ _ ______ _______ _ _ ___ hereinafter called Lessee. 

(Give Permanent Address) 

1. GRANTING CLAUSE. For and In consideration of the amounts staled below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines. building tanks, storing oil and building power 
stations, telephone lines and other structures thereon. to produce, save, take care of, treat and transport said products of the lease, the following lands 
situ(lted In Culberson County, State of Texas, to-wit: 

The N/2 of the SW/4 and the NW/4 of Section 12. Block 113. Public School Land Survey, Culberson County, Texas 

containing __ _.2c:4,.0...,00.,._ ___ acres. more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Eight Thousand and Q/100 Dollars 

Dollars ($ 8.000.00 

To the owner of the soil: Eight Thousand and 0/100 Dollars 

Dollars ($ 8,000.00 

Total bonus consideration: Sixteen Thousand and 0/100 Dollars 

Dollars ($ 16 000.00 ) 

The total bonus consideration paid represents a bonus of _T.!.WO!!!!.!H:!luaf!d.!ll!.red!i!o!..2al.!ndlU01!./11.!00illt.!<Oo~llall'r~s._ ___ _______ _______ ___ _ 

---------------- Dollars($ 200.00 l per acre, on _ _ ,.,so~oo~~,_ __ net acres. 

2. TERM. Subject to the other provisions In this tease, this lease shall be for a term of Three 131 years from 
this date (herein called ·primary term·) and as long thereafter as oil and gas, or either of them, is produced 1n paying quantibes from said land. As used 
in this lease. the term ·produced in paying quanbties· means that the receipts from the sale or other aulhonzed commeroal use of the substance(s) 
covered exceed out of pocket operational expenses for the s1x months last past. 

182 
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date. this lease shall tenninate. 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli or io h is credlt In the -------------
Bank, at ___________________ ___________ ___ 

-or-i::-ts- suc_c_e-ss_or_s-:(wh-:-l::-c:-h-s7h-ai::-l-co-n-:t:-ln_u_e_a_s-:t:-h-e-d::-e-pository 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: Twentv and zero one hundredths 

Dollars (S__:4~o~.oo:lL_ _ _____ ..J 

To the State of Texas: Twentv and zero one hundredths 

Dollars (S--"'40,...,.00"'---------' 
Total Delay Rental: __ F"'ortv"""'-a"'nd"""z..,e ... rxo,.o"'n,..e..ch,.u"'nd"'r"'ed,...,th..,.s:__ ___________________ _ 

Dollars cs--><a,..o, .. oo"'---------' 

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

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

(A) OIL. Royalty payable on oil, which is defined as indud1ng 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 1/5 pan of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, If any, offered or paid for oil, condensate, distillate, or other liqu1d 
hydrocarbons, respectively. or 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 lenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (induding flared gas), which Is defined as all hydrocarbons and gaseous substances not 
defi11ed 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) shaH be 115 pert o f the gross production or the market value tnereof, 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 lhe 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 mede 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 o f testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or o ther liquid 
hydrocarbons shall be 115 part or the residue gas and the liquid hydrocarbons extracted or the marl<et value thereof. at the option of the owner 
of the soil or the Commissioner of the General Land Office. 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 perent. subsidiary or affiliate) owns an Interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at ann's length (or if there is no such third party, the highest percent then being specified In processing agreements or contracts In 
the Industry), whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be 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 pnce paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of hquld 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 hqu1d 
hydrocarbons) whether said gas be ·casinghead." ·dry." or any other gas, by fractionating. burning or any other processing shall be 1/5 part of 
the gross production of such products. or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office. 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product 1s 
produced, or 2) on the basis of the average gross sale price of each product lor 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 tenn or 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; otherw~se, there shall be 
due and payable on or before the last day or the month succeeding the anniversary date or this lease a sum equal to the total annual rental less the 
amount or royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes or thiS 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 

• • • • • • 
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6. ROYALTY IN KIND. Notwithstanding any othef provision In this lease, at any time or from time to time, the ownef ol the soil or the 
Commissioner ol 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 ol any royalties accruing to such royalty owner under this lease be made in kind. The ownef 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 Office's rights 
or Lessee's obligalions. whether express or implied. under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royallies accruing under th is lease (lnduding those paid in kind) shall be without deduclion lor 
the cost ol 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 royallies on the gross value received, indudlng any reimbursements 
tor 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 ol any luet 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision or this lease, and subject to the written consent of 
the owner ol the soli and the Commissioner or the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
InJection Into any oil or gas producing formation underlying the leased premises alief the liquid hydrocarbons contained In the gas have been removed: 
no royalties shall be payabla 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 !his lease. 

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

Payment ol royalty on production ol oil and gas shall baas 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 or the second month succeeding the month or production, and royalty 
on gas Is due and must be received in the General land Office on or before the 15th day ot the second month succeeding the month ol 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 on and gas produced and the market value ol the oil and gas. together with a copy ol all documents. 
records or reports confinnlng the gross produdion. disposition and market value indudlng gas metef readings, pipeline receipts, gas line receipts and 
other checks or memoranda ol amount produced and put Into pipelines, tanks, or pools and gas lines or gas storage, and a ny other reports or records 
which the General Land Office may require to verily the gross production. disposition and market value. In all cases the authority ol a manager or agent 
to act tor 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 ol royalty being paid on each lease. It 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 paymant which i s over thirty (30) days late shall accrue a penalty or 10% ol the royalty due or S25.00 whichever Is greater. In addition 
to a penalty. royalt ies shall accrue interest at a rate ol 12% P8f 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 ol the delinquency penally shall In no way operate to prohibit the State's 
right ool 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 ol the royalty In d1spute as to fair market value. 

10. (A) RE SERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually lumish the Commissioner of the General Land Office 
With its best possible estimate of oil and gas reserves undertyfng 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 amerldments. Such contracts arid agreements when received by the General Land Office shall be 
held In confidence by the General larld 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. lnduding the books and accounts. receipts and discharges ol all wells, 
tanks. pools. meters. and pipelines shall at all limes be subject to Inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative ol any ot them. 

(B) PERMITS, DRILLING RECORDS. Written notice o t all operations on this lease shall be submitted to the Commissioner ol the General 
Land Office by Lessee or operator five (5) days before spud date, workover, r&-entry, temporary abandonment or plug arid abandonment ol any well or 
wells. Such written notice to the General Land Office shall lndude copies ol Railroad Commission forms lor application to drill. Copies o l well tests. 
completion reports and plugging reports shall be supplied to the Genefal Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, penn1ts, 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 lndude the word "State" in the title. Additionally, in accordance With Railroad Commission 
rules. any signage on the leased premises for the purpose of ldenblylng wells, tank batteries or other associated improvl!fnents to the land must also 
Include the word "State: Lessee shall supply the General Land Office With any records. memoranda, accounts. reports, cutt1ngs and cores. or other 
information relative to the operation ol the abov!Kiescribed premises. which may be requested by the General Land Office, '" addition to those herem 
expressly provided lor. Lessee shall have an electrical and/or radioactivity survey made on the bor&-hole" section, I rom the base ol the surface casing to 
the total depth o l 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 (1 5} days after the making of said survey. 

(C) PENAL TIES. Lessee shall1ncur 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 lenn hereof and pnor to discovery and 
production ol oil or gas on said land. Lessee should drill a dry hole or holes thereon, or it during the primary tenn hereof and after the d1scovery arid 
actual production ol 041 or gas lrom the leased premises such production thefeol should cease from any cause. this lease shall not tennlnate it on or 
before the expiration or sixty (60) days from date ol completion ol said dry hole or cessaiiOn ol production lessee commences addibonal dnlling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. It, dunng the last year ol the 
primary tenn or with1n sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production ol 041 or gas should cease lor any cause, 
Lessee's rights shall remain in lull Ioree and effect wilhout further operations until the expiration of lhe primary tenn; arid II Lessee has not resumed 
production 1n paying quantities at the expiration ol the primary lenn. 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 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 lhe failure to malle 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 teased 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 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 operations on 
said well or for drilling or reworl!ing of any additional wells are prosecuted In good faith and in worl!manlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
in paying quantities from sBKl land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSAnON, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the teased 
premises, after once obtained, should cease from any cause, this tease 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 on good 
faith and in worl!manlike manner without interruptions totaling ITIOfe than sixty (60) days. If such drilling or reworl!ong operations result In the production 
of oil or gas, tile 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 
o f shut-in oil or gas well royalties or payment o f compensatory royalties Is made as provided herein or as provided by law. If the drilling or reworkong 
operations result in the completion of a well as a dry hole, the lease will not terminate If the Lessee commences additional drllhng or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking operations In good faith and In a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30Y 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 tease that, until being shut in, was beong 
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 tack 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 well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this tease does not specify a delay rental amounl, then for the purposes of thls paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective, each initial shuHn ool 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 reworl!lng operatoon on 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 soli. tf the shut-In oil or gas royalty Is paid, the tease shall be considered to be a producing tease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, a(ld, after that, if no suitable production facilities or suitable marl!et for the oil or gas exists. Lessee may extend the tease 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 dehvered in paying quantities from a well located wothin 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 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 the well causing 
the drainage or which is completed In the same producing reservoir and wothin 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 which the oil or gas Is produced from the well causing the drainage or that Is completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest in accordance with Paragraph 9 of this 
lease. None of these provisions will rel ieve Lessee of the obligation of reasonable development nor the obllgatlon to drill offset wells as provoded on 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner. and woth 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 ool 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 teased premises and In marl!eting the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the teased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities (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 reworklng 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 provoslons 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 por1ion of the lands covered hereby, Lessee shall nevertheless contonue to have the right of Ingress 
to and egress from the lands still subject to this 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 transpor1ation 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) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a 
square with the well located In the center thereof. or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same. shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules In effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense In the county or counties where the lease Is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid. under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drat ned. 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 teased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence. 
F allure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If. after a good faith effort, Lessee Is prevented from complying with any express or Implied covenant of this lease. 
from conducting drilling operations on the leased premises. or from producing oil or gas from the leased premises by reason of war, rebellion. riots. 
strikes. acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for fa ilure to comply with such covenants; additionally. this lease shall be 
extended while Lessee Is prevented. by any such cause. from conducting drilling and reworl<lng 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 pnmary term 
In the absence of such drilling or rewori<ing operations or production of oil or gas. 

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soli owns less than the entire undivided surface estate In the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office. Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the Interest purpor1edly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided Interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled uM that has been approved by the School land Board and the owner of the so1l In accordance with Natural Resources Code Sections 
52.151·52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released. 
surrendered. or otherwise severed. so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or. If after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developlng 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 pollubon. Lessee shall use all means at its d isposal 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 d ean up the drilling site of all rubbish 
thereon. Lessee shall. while conducting operations on lhe 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 lhe 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 lhe right to remove machinery and fixtures placed 
by Lessee on lhe leased premises. including lhe right to draw and remove casing, within one hundred twenty (120) days after the expira tion or lhe 
termination of this lease unless the owner of the soil grants Lessee an extension of lhls 12!Hiay 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 lhe General Land Office and lo the owner of lhe soil. The owner of the soil shall become lhe owner ol 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 o f this lease. the rights and estates of either 
party to lhis lease may be assigned, In whore or In part. and lhe provisions of this lease shall extend 10 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 unlllthirty (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 munlments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall. to lhe 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 appor1loned 
as between the several owners ratably, aceo«llng to lhe area o f 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 ass1Qnee does not file a certified 
copy of such assignment In the General Land Office before lhe next rental payifiQ 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 1h1s 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 lhe 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 lhe soil is a principal stockholder or is an employee of such a corporation or subsidiary: 
(3) a partnership In which the owner of the soli Is a partner or Is an employee of such a partnership ; 
(4) a principal stockholder or employee of the corporation which Is lhe 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 soli; Including but not limited to a guardian, trustee, executor. administrator. receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to lhe owner of the soil by marriage, blood. or adoption. 

28. RELEASES. Under lhe 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 coverifiQ any por11on or por1lons of lhe leased premises, and thereby surrender lhis lease as 
to such por1lon or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease Is property surrendered. lhe 
delay rental due under lhis lease shall be reduced by the propor1ion lhat the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such surrender; however, such release v-111 not relieve Lessee of any llablllUes 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 slluated. 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 lhe 
prescribed fil ing fee. If any such assignment Is not so Rled, the rights acquired under this lease shall be subject to forf81ture at the option or the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of lhe above-described 'land have been Included in this Instrument. 
including lhe stalement of the true consideration to be paid for lhe 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 affectifiQ the State's Interest In 
the leased premises. When lhe interests of the owner of the soil conflict with those o f 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 v.ithin thirty days after II becomes due, or If Lessee or an 
authorized agent should knowingly make any false return or false repor1 concerning production or drilling, or if Lessee shall fall or refuse to 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 repor1s 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 It Lessee should refuse the proper authority access to lhe records per1alning to operations. or 1f Lessee or 
an aulhorized agent should knowingly fail 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 II Lessee shall knowifiQIY violate any of the material provisions of lhis lease. or If this lease Is assigned and the 
assignmenl is not filed In lhe General Land Office as required by law. the rights acquired under this lease shall be subject to forfeiture by lhe 

• • • • • •• • 

• • • • • • • • • • 
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Commissioner, and he shall forfeit same when sufficiently infonned 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 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 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 lhe 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 olher 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security Interest may be foreclosed with or without court proceedings In 
the manner provided In the ntie 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation Is not true. then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty Interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agness 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, panners. 
agents. contractors. subcontractors. guests. Invitees. and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm. including environmental harm, for which recovery of damages is sought, Including. but not limited to. all losses and 
expenses which are caused by the activities of Lessee, Its officers, employees, and agents arising out of, Incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the lerms or provisions of this 
Agreement. or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for. exonerate. Indemnify. 
defend and hold harmless the State of Texas and the owner of the soil. their offiCers, employees and agents, their successors or assigns, against any 
and all claims. liabilities. losses. damages. actions, personal injury (including death). costs and expenses. or other harm for which recovery of damages 
is sought, under any theory Including ton. contract. or strict liability. Including attorneys' fees and other legal expenses, including those related to 
environmental hazards. on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws: those arising 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those ansing 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. panners, 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 ottlcers. 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 LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE.£XISnNG CONDtnONS), 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 highesl 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 environmenlal medium In, on. or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials. explosives, toxic materials, or substances regulated as hazardous wastes. hazardous materials. 
hazardous substances (as the term "Hazardous Substance· Is defined in the Comprehensive Environmental Response. Compensation and Liability Act 
(CERCLA). 42 U.S.C. Sections 9601 . et seq.), or toxic substances under any federal. state, or local law or regulation ("Hazardous Materials"). except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS {INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLAn ON OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND. REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the 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 nonconfonnlng 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 fihng requirements found In Paragraph 39 of thas lease have been satisfied. the effective date 

of this tease shall be the date found on Page 1. 

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

40. COPIES FOR OWNER OF THE SOIL. Upon demand by owner of the soil, Lessee shall proVIde In a timely manner. at lessee's expense. 
to Kenneth R. Johnson, owner of the soil, or his assagnee. a copy of all repor1S. memoranda, well and production logs, receipts. documents. meter 
readangs, information and communications pertaining to this lease Including but not limited to the requirements by the State of Texas in paragraphs nine 
(9). ten- JOA) and ten-B (106 ) of this tease. 

BY: E /, - ,___.) 
Craig L. Bla 

Date: I !J. - Q 5 ~ 0 S . 

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

STATE OF TEXAS 

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

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

• • 
• • • • • • • • •• • • • • • 

Date: -+lk""""":I::-.J)'--.-'2~u:::....::::::D __ C'--
) 

STATE OF TEXAS 

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

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

STATE OF TEXAS 

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

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

• • • . . 
• • • • • • . . • •• 
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.r STATE OF ______________ __ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _______ _ 

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

known to me to be the person whose name Is subscribed to the foregoing Instruments as --------- ---- ------- -­

of------------------------------------ -- and acknowledged to me that he 

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

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

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

STATE OF _____________ __ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ________ _ 

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

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

of-------------------------------------- -- 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 or said corporation. 

Given under ll)Y hand and seat or office this the _ _ _ day or ---------- • 20 __ . 

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

STATE OF T.!.-'E,.,XA~SL_ _________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF wH-"'0"-W!.!:A,R.>.>D<-------

BEFORE ME. the undersigned authority, on this day personally appeared ~K,.eunnl.l!ellltuh.LR>......~~J~ouhUJnsiZio~nL-_____________ _ _ _ 

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. 

e _:/jj_ day of Od:tdv'V ' 20.!!2._. 

Notary Public In and foro:;;o-~\~fl#;;z~::;<:::..._ _ _______ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared _ _,c<l.ra..,l~g_,L~ . ...,Bl!Jia!!JirL._ ______________ _ _ _ _ 

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 .;2' !f;:_day J[)p~ , 20~. 

MAllY E. 8ETUS 
Notery Public, Stet• of Texas 

My Commission Expires 
July 09, 2007 

·r!!Jt.:!~~ 

IFIT BEA 

ATIE~:~~~~~~~~~~L_~Ll~~ 

a · • .... 

• ~ I . hr • • • •• t ' 1 • ... : • • • • . • • • . • .. - • • •• 



\~rt-5 
STATE OF-m;W MeXI® {INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF-eooy \l2.th/£5 
BEFORE ME. tho undo~lgned authority, on this day personally appeared __,S""te .... pb"""enu...S""-'B""Ia ... lr.__ ______ _______ _ 

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

purposes and consideration therein expressed. 

G•oo ""'"myh'"''"' '"''''""'•l>lho \~ ' '''' 'j)~ , ~ 
. ~g~ 
t~ 
~ 

PEGGY J.IWf£TT 
t.IY C0t6118810H !XP!ftEa 

.AN 1, 21n! 

IFtT BEA 

ATIE~:~~~~~~~~~~~~~~----

FILED FOR RECORD ON THE 12th DAY OF APRIL 

ON THE 19th DAY OF APRIL 

• .. . • • •• • 

Notary Public in and for -~--'--"'f.=--)4;;==...;)~------

Mall Instrument back to 
Slate Land Services 

P O Box 550 

, A . D. 2006 @ 11:30 O'CLOCK A H . & 

, A . D . 2006 @ 1:50 O' CLOCK P H. 

• • • • • • • • • • 

LINDA MCDONALD, COUNTY CLERK 
CULBERSON COUNTY , TEXAS 

• • • • • • • • • 
•• • • •• 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 

.> 
c:t:' 

The above and loregoong IS a lull I rue and correcl pholographiC copy of lhe 
ong1nal record now ~~P~' Qnd possesSion, as lhe same 1s 
liledlrecjlr)!!ll' 1n lhe j ....) Records of my offiCe found 
1n VOL '12._ PAGE -

1 herebycer11lled& ~'\.o 

PUTY 

• • • • •• • • • 
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General Land Office 
Relinqui shment Act Le1se Form 
Revised, September 1997 

~u.Stin, 'Otexa.s 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this .ll__ day of ,Ju"'-ty'-------·2~ • between the State or Texas. acong 

by and through lis agent. AmY Susan Kerbow. berein dealing in her sole and separate oropertv 

or 3222 Clearvlew. San Angelo TX 76904 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and ,.C,ra"'ia....,.L~. B"'l"'a"'ir_.a"'nd,._,S..,t,.eoh""'e"'n'-'S"' . ...,B,.,t,.a,_ir ____________ _ 

or P.O. Bo! 2476. cartsbad New Mellico 88221 

(Give Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid. kept and 
performed by Lessee under this lease. the State of Texas actlng 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 produong oil and gas, laying pipe Iones, bu1lding tanks. storing oil and building power 
stations. telephone lines and other str\Jctures thereon. to produce, save. take care of. Ileal and ltanspon said products of the lease. the following lands 
situated in Cutberwn County, State of Texas. to-~t: 

The NW/4 and the N/2 of the SW/4 of Sectlon 12. Block 113. Public School Land Survey. Culberson County, Texas 

containing .,24,0,..,.oo.._ _ ___ acres. more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Four Thousand a!!d Q/100 Dollars 

Dollars (S4·;::. . .,.0QQ""".oo""---------~ 

To the owner of the soil: Four ThO\Jsand a!!d Q/100 Dollars 

Dollars (S::.4..,QQQ""".OO""'---------~ 

Total bonus consideration: Eight Thousa!!d and 0/100 Dollars 

Dollars ($,.8"'0,.00.,.00""--------

The total bonus consideration paid represents a bonus of .!.T.!!wo"'-'H,u.,rld"""red""-'a"'!!d""-"'0/wt,.OO,._,Qo!"""l .... a,.rs'----------------------

- ---- ------------ Dollars ($200.00 ) per acre. on :40,..,.oo,._ _ ___ net acres. 

2. TERM. Subject to the other prOVIsions In thiS tease. this lease shall be for a term of Three !31 years from 
lh1s date (herein called "primary term') and as long thereafter as oil and gas, or either of them, Is produced 1n paying quanoUes from said land. As used 
in this lease. the tenn ·produced In paying quannties· means that the rece1pts from the sale or other aulhonzed commercial use of the substance(s) 
coverell exceed out of pocket operahonal expenses for the six months last past. 

E c 
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3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one (1) year from th1s date. th1s lease shall terminate. 

unless on or before such anniversary date Lessee shall pay or tender to the O'M1er of the soil or to h1s etedit 1n the --------- ----

Bank. at_~--~~--~--------~~--~--------------~~~--~--~­
-o-r ""ns_s_uc_ce_s_sor_s~(:-wh-:-:-lch-:-s-:h-a-::11-co-nt::-ln_u_e_a_s_t::-h-e-d:-e-posltory regardless of changes In the O'M1ership of said land). the amount speafied below: in addit1on. 
Lessee shall pay or lender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN. TEXAS. a hke sum on 
or before said dale. Payments under this paragraph shall operate as a rental and shall cover the pnvilege of deferring the commencement of a well for 
one (1) year from said date. Payments under th1s paragraph shall be in the foiiO'Mng amounts: 

To the O'M1er of the soli: Twen!'f and Q/100 Dollars 

Dollars ($...,20,...0,.,0'--------­
To the State of Texas: Twenty ar!d 0/ 100 Dollars 

Dollars (S, ... 2o ..... "'oo._ ____________ _ 
Total Delay Rental: For!V and Q/1 00 Dollars 

Dollars ($,~40~t..~OO~~._ ____________ _ 

In a like manner and upon like payments or lenders annually. the commencement of a well may be further deferred for successive penods of one (1 ) 
year each during the pnmary term. All payments or tenders of rental to the owner o f the soil may be made by check or sight draft of Lessee. or any 
assignee of thi~ lease. and may be delivered on or before the rental paying dace. II the bank designated in th1s paragraph (or Its successor bank) should 
cease to exist. suspend business. liquidate. fail or be succeeded by another bank. or for any reason fail or refuse to accept rental. Lessee shall not be 
held in defaull lor failure to make such payments or tenders of rental unUI thlny (30) days after the O'M1er of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive SUCh payments or tenders. 

~. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half (112) or the royally 
provided for in lh1slease to the Commissioner of the General Land Offtce of the State of Texas. at Ausbn. Texas. and one-half (112) of such royally to the 
owner of the so11: 

(A) OIL. Royally 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. dislillate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment. as hereinafter provided, 
shall be 1/5 part o f the gross production or the market value thereof. at the optJon of the O'M1er of the soil or the Commissioner of the General 
Land Office. such value to be determined by 1) the highest posted price, plus premium. If any. offered or paid lor oil. condensate. distillate. or other hqu1d 
hydrocarbons. respectively. of a like type and gravity in the general area where P<odueed 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 l)focessed In a plant. i t will be run free of cost to the royalty o'Mlers through an adequate oil 
and.gas separator o f convenUonal 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 O'M1ers upon 
such terms and condllions as they prescribe. 

(B) NON PROCESSED GAS. Royally 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 here1n wtth respect to gas processed 1n a plant for 
the extraction of gasol1ne, liquid hydrocarbons or other products) shal be 1/5 part of the gross producUon or the market value thereof. at the 
option of the O'M1er of the soil or the Commissioner of the General Land Office. Such value to be based on the highest market pnce paid or offered for 
gas of comparable quality in the general area where produced and when run, or tho gross price paid or offered to the producer. v.tvchever 1s the greater: 
prov1ded that the maximum pressure base 1n 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 Fahrenheil. correction to be made lor pressure according to Boyle's Law. and for specific 
gravtty according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the ~me of testing. 

(C) PROCESSED GAS. Royally on any gas processed In a gasoline plant or other plant lor the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part or the residue gas and the liquid hydrocarbons extracted or the markel value thereof, at the option of the O'M1er 
o f the soil or the Commissioner of the Genural Land Offtce 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 
grealer. 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 parenl. subsidiary or affiliate) owns an interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a P<ocesslng 
agreement negotiated at arm's length (or If there Is no such third pany, the highest percent then being speafied 1n process1ng agreements or contracts In 
the industry). whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbohs shall be delerrnined by 1) the highest market 
pnce paid or offored lor any gas (or hquid 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 pnce for the respocbve grades of liquid hydrocarbons), whichever IS the greater. In no evenl, however. shall 
the royalties payable under this paragraph be less than the royalties which v.ould have been due had the gas not been l)focessed. 

(D) OTHER PRODUCTS. Royally on carbon black, sulphur or any othe1 products Pfoduced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead." ·dry." or any other gas. by fractionating, buming or any other processing shall be t/5 part of 
the gross production of such products, or the market value thereof, at the option of the O'M1er of the soil or the CommissiOner of the General Land Office, 
such market value to be delermined as follows: 1) on the basis of the highest market price of each Pfoduct for the same month in whoeh such product 1s 
produced. or 2) on the basis of the average gross sale price of each product for the same month in w!llch such products are P<oduced: wh1chever Is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term or 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 here1n 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 ren tal less the 
amount of royalties paid during the P<eceding year. II Paragraph 3 of this lease does not specify a delay rental amount, then lor the purposes of this 
paragraph. the delay rental amount shall be one dollar ($1 .00) per acre 

. ~ -: 
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6. ROY AI. TY IN KJND. Noi'Mthstanding any other provision In lhls 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 nollce to the holder of the lease. requore that the 
payment of any royalties accruing to such royalty owner under this lease be made on kond. The owner of the solrs or the Commossloner of the General 
Land Office's roghllo take its royalty in kind shall not diminish or negate the owner of the soirs or the Commissioner of the General Land Office's rights 
or Lessee's obligations. v.ilelher express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (indudong those paid in kind) shall be .,.,;thout deduction for 
the cost of produong, gathenng, storing, separating, treating, dehydrating, compressing, processing. transporting. and othei'IMse making the ool. gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received. onduding 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. No!'Mthstandong any other provision of this lease. and subjoct to the wntten consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recyde gas for gas lilt purposes on the leased premoses or for 
Injection Into any oil or gas producing fomlallon unde~ylng lhe leilsed premises <!Iter lhe liquid hydrocarbons contained In the gas have been removed; 
no royalloes shall be payable on the recyded gas unlit II Is produced and sold Of used by Lessee In a manner which enlilles the royalty owners to a 
royalty under ·this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalues not taken on kind shall be paid to the Commissooner of the General Land Office at 
Ausbn, Texas, on the following manner; 

Payment of royalty on production of oil and gas shall be as provided on the rules set fOfth on the Texas Register. Rules currenUy provide thai royalty on oil 
Is due and must be received in the General Land Office on ()( beiOfe the 5th day of tho second month succeedong the month of producoon, and royalty 
on gas Is due and must be received In the General land Office on 0< befO<e the 15th day of the second month succeeding the month of productoon, 
accompanied by the affodavot of the owner, manager Of other authol1zed agent. completed In the fonn and manner prescnbed by the General Land Office 
and showong the gross amount and disposition of all Otl and gas produced and the market value of the oil and gas, together woth a copy of all documents. 
records or reports confirming the gross production, disposition and market value including gas meter readings. pipeline receipts, gas line receopts and 
other checks or memoranda of amount produced and put Into pipelines, tanks. or pools and gas lines or gas storage. and any other repons or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice sho.,.,;ng 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 thony (30) days alter the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment v.illch is over thiny (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 acaue Interest at a rate of 1 2% per year; such Interest .,.,;u begin to accrue v.ilen the royalty is sixty (60) days overdue. 
Affidavits and sopponing documents which are not filed when due shalt incur a penalty In an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supponlng documents were due. The Lessee shalt bear an responsJbltlty for paying 0< causing 
royalties to be paid as prescnbed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to proihobit the State's 
right of forleoture as provided by law nOf act to postpone the date on which royalties were originally due. The above penalty provosoons shalt not apply on 
cases of bUe dispute as to the State's portion of the royalty 0< to that POf1ion of the royalty on dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commossioner of the General Land Office 
woth Its best possible esUmate of oil and gas reserves undertyong this lease 0< allOCable to this tease and shall furniSh said Commlssooner woth coptes of 
all contracts under which gas is sold Of processed and all subsequent agreements and amendments to such contracts wothln thony (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 othei'\Mse authorized by Lessee. All other contracts and recotds penalning to the producbon, 
transportation, sale and marketing of the oil and gas produced on said premises, lndudong the books and accounts. receopts and discharges of all wells, 
tanks, pools, meters, and pipelines shalt at an times be subject to Inspection and examination by the Commissioner of the General Land Office, the 
Attomey General, the GovernOf. or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS, Written notice of all operations on this lease shall be submotted to the Commissioner of the General 
Land Office by Lessee Of operator five (5) days before spud date, workover. re-entry, temporary abandonment or plug and abandonment of any well or 
welts. Such wrlnen notice to the General Land Office shalt Include copies of Railroad Commission forms !Of application to drill. Copies of welt tests, 
completion reports and plugging repons shalt oe supplied to the General Lano Offtce at the time tr.ey are filed woth tne Texas Raolroao Commossoon. All 
appllcatoons, pennlts, reports or other filings that reference this lease or any spedflc 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. Additionally, In accordance Ydth Railroad Commissoon 
rules, any slgnage on the leased premises !Of the purpose of ldentofying wells, tank batteries or other associated Improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office woth any records, memoranda, accounts. reports, cuttings and cores, or other 
Information relative to the operation of the above-described premoses, which may be requested by the General Land Office, In addition to those herein 
exprossly provllfed fO<. Lessee shall have an electrical and/Of radloacbvlty sU<Vey made on the bore-hole section. from the base olthe surface casong to 
the total depth of well. of all wells drilled on the above described premises and shal transmit a true copy or the log of each survey on each well to the 
General Land Office .,.,;thin fifteen (15) days alter the makong of said survey. 

(C) PENAL TIES. Lessee shall Incur a penally whenever reports, documents Of 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 matenals were due In 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and pnO< to doscovery and 
production of Otl or gas on said land. Lessee should dnll a dry hole 0< holes thereon. Of of during the pnmary term hereof and alter the doscovery and 
actual production of oil Of gas from the leased premoses such production thereof should cease from any cause. this lease shall not terminate of on 0< 

befOfe the expiration or sixty (60) days from dale of completion of saod dry hole or cessaoon of production Lessee commences addotional drilling or 
reworking operations thereon, Of pays 0< tenders the next annual delay rental on the same manner as provided In this tease. If, dunng the last year of the 
pnmary term or ....;ulin sixty (60) days prior thereto. a dry hole be completed and abandoned, 0< the production of oil 0< gas should cease for any cause, 
Lessee's nghts shall remain in full force and effect wothout further operations until the expiratiOn of the primary term. and If Lessee has not resumed 
producoon In paying quanoties at the expiratoon of the pnmary term, Lessee may maontaon this lease by conductong additional dnllong 0< reworking 
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operations' pursuant to Paragraph 13. using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut·in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto termonate. If at the 
expiration of the primary term or any time thereafter a shut~n oil or gas well is located on the leased premises. payments may be made on accordance 
with the shut-in provisions hereof. 

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

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises. after once obtained. should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty (60) days after such cessatl;,n, and this lease shall remain In full force and effect for so long as such operations continue In good 
faith and In worl¢manllke manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result In the production 
o f oil or gas. the lease shall remain In full force and effect for so long as ool 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 addotional drilling or reworking 
operations within sixty (60) days after the complebon of the well as a dry hole, and this lease shall remaon in effect so long as lessee continues dnlllng or 
reworking operations In good fa ith and in a .workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General lana Office within thirty t30J days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut ln. was being 
maintained In force and effect, a well capable of producing oil or gas In paying quantities is located on the leased premises. but oil or gas Is not being 
produced for lack of suitable production facili ties 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 S 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 aete. To be effective, each initial shut-in oil or gas royalty must be paid on or belore: (1) the exporation of the primary term. (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisloos; whichever date Is latest. Such payment shall be made one-half (1/2) to the Commlssooner of the General land Office and one­
half (1/2) to the owner of the soli. If the shut-in oil or gas royalty Is paid. the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month following the month In which 
production ceased, and, after that. if no suitable production laclllties or suitable market for the ool or gas exists, lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

• 15. COMPENSATORY ROYAL TIES. If, during the period the lease Is kept In effect by payment of the shut-in oil or gas royalty, oil or gas Is 
sold and delivered In paying quantities from a well located within one thousand (1.000) feet of the leased premises and completed In the same producing 
reservoir, or In any case in which drainage Is occurring. the right to continue to maintain the lease by paying the shut-In oil or gas royalty shall cease. but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (1/2) to the Commissioner of the General land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the well causing the drainage or that Is completed In the 
same produ::fng reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid on 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 thlrty,(30) days from the end of the 
12-month period. Compensatory royalty payments v.tlich 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 provoded 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 dnlllng such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and In marketing the production thereon. 

(A) VERTICAL. In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 aetes surrounding each oil well capable of producing in payong quantities and 320 aaes 
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 aaes Included In a producing pooled unit 
pursuant lo Texas Natural Resources Code 52.151 -52.154, or (3) such greater or lesser number of aaes 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 authori ty having jurisdiction. II 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 aaeage Is thereafter allocated to said well or wells for 
production purposes. this lease shall thereupon terminate as to all aeteage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a porloon 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 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) HORIZONTAL. In the event this lease Is in force and effect rwo (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 (herelnalter "deeper depths") In each well located on acreage retained rn 
Paragraph 16 (A) above. unless on or before rwo (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 pard. this lease shall be in force and effect as to 
such deeper depths. and said termination shall be delayed for an additional period of rwo (2) years and so tong thereafter as oil or gas Is produced in 
paying quanllties from such deeper depths covered by thrs 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. Wrthln 
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 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 acrea~;e and/or depths to be released hereunder and record such 
Instrument at Lessee's expense In the county or counties where the tease is located and In the offiCial records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

11. OFFSET WELLS. Neither the bonus, delay rentals, nor royaltres paid. or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee. receiver or other agent In control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises: in addition. if oil and/or gas should be produced in commercial quantities within 1.000 feet of the leased premises. 
or In any case where the leased premises Is being drained by production of oil or gas. the Lessee. sublessee. receiver or other agent in control of the 
leased premises shall In good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with drllgence. 
Failure to satisfy the statutory offset obligation may subject this tease and the owner of the soli's agency rights to forfeiture. Only upon the determlnallon 
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 requrred under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort. Lessee Is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premrses by reason of war, rebellion, riots. 
strikes. acts of God, or any valid order. rule or regulation of government authority, then ...nile so prevented, Lessee's obfigabon to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants: additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the teased 
premises. However, nothing In this paragraph shall suspend the payment of delay rentals in order 10 maintain this lease rn effect during the primary term 
In the absence 9f such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
In payments owed on the teased 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 teased 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 tess than the entire undivided 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 royalties and rental herein provided 10 be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land 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 teased under tllis tease 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. tess 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 producUon 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 thrs lease rs Included Within the boundaries 
of a pooled unit thai has been approved by the Schooi Land Board and the owner of the soil in accordance with Natural Resources Code SectJOns 
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 thai are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered. or otherwise severed. so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit. or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil: provided, however, Lessee shall no t use potable water or water suitable for livestock or irrigation purposes 
for waterilood operations without the prior consent ollhe owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by rts 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 prpelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than IWO 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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is. POU.UTION. In developong this area. Lessee shall use the highest degree of care and all propei" safeguards to prevent pollutoon. Wothout 
limlbng the foregoing. pollution of coastal wetlands. natural waterways. nvers and Impounded water shall be prevented by the use of containment 
facUlties sufficient to prevent spillage. seepage or ground water contamination. In the event of pollution. Lessee shall use all means at i ts 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 ballerles 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 saod 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 woll be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph, Lessee shall have the nghtto remove machinery and fixtures placed 
by Lessee on the leased premises. including the right to draw and remove casing, wothin 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 thos 12Cklay 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 casong unbl after lhlrty (30) days wnuen 
notice to the Commissioner of the General Land Office and to the owner of the soot. The own8f of the soil shall become the owner of any machinery. 
fixtures. or casong which are not bmely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the condotlons contained In this paragraph and Paragraph 29 of this lease. the nghts and estates of ei ther 
party to this lease may be assigned. on 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 obllgatoons of 
Lessee. diminish the rights. privileges and estates of Lessee. impair the effecbveness of any payment made by Lessee or impair Une 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 unbl lhorty (30) days 
alter the owner of the soil (or his hetrs, devosees, legal representatives or assigns) furnishes the Lessee with satisfactory written 8V1denco of the change 
In ownership, including the original recorded muniments of tiUe (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment o f 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 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 shall 18fmlnate for faolure to pay the enlire 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 tease. Including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notv.1thstandlng 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 wrillen approval o f the Commissioner of the General Land Office. this lease Is void as of the time of assignment and 
the agency power o~ the owner may be forfeited by the Commissioner. An assignment will be treated as If It were made to the owner of the soil It the 
assignee Is: 

( 1) a nominee of the owner of the soil; 
(2) a corpo<ation or subsidiary In v.nlch the owner of the soil is a principal stockhold8f or Is an employee of such a corporation or subsidiary; 
(3) a partnership In v.nlch the owner of the soli Is a partner or Is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which Is the owner of the sod; 
(5) a partner or employee in a partnership wtlich Is the owner of the SOt!; 
(6) a fiduciary for the owner of the soil: Including but not limited to a guardian. trustee. executor. admonlstrator. receover. or conservator tor 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 bme execute and deliver to the 
owner of the soil and place of record a release or releases covering any portJOn or portions of the leased premoses. and thereby surrender this lease as 
to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. It any pan of this lease Is properly surrendered. the 
delay rental due under this tease shall be reduced by the proportion that the surrendered acreage bears to the acreage which wa,s covered by this tease 
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. It all or any pan of thos lease Is assigned or released. sucn ass'gnmenl or release must be 
recorded in the county v.toere 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 tee. It any such assignment Is not so filed. the rights acquired under this tease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertainong 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 execubon 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 sool owes the State a fodudary duty and must tully disclose any facts affecting the State's Interest on 
the teased premises. When the interests of the own8f of the soli conflict woth !hose of the State, the owner ot the soil is obligated to put the State's 
Interests before his personal Interests. 

32. FORFEIT\JRE. It Lessee shall faol or refuse to make the payment of any sum wothon lhorty days after ot becomes due. or If Lessee or an 
authorized agent should knowingly make any false return or false report concerning productoon or drilling, or of Lessee shaU faol or refuse to dnn any 
offset well or welts In good faith as required by law and the rules and regulabons adopted by the CommisSJoner of the General Land Office. or If Lessee 
should fail to file reports In the manner required by law or faol to comply woth rules and regulations promulgated by the General Land Office, the School 
Land Board. or the Railroad Commission. or It Lessee should refuse the proper authority access to the records penalr11ng to operations. or of Lessee or 
an authorized agent should knowingly fail or refuse to give correct Information to the proper authority. or knowongty lao! or refuse to furnish the General 
Land Office a correct log of any well . or If Lessee shall knowingly viola te any of the material provisions of this lease. or It this lease Is assogned 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 wtlen suffioently Informed of the facts wtllch authonze a forfe1ture. and wtlen 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 nghts thereunder 
reinstated before the rights of another intervene upon sa~sfactory eVIdence to the Commissioner of the General land Office of future comphance With 
the proVIsions of the law and ol this lease and the rules and regulations that may be adopted relabve 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 prov1ded by Texas Natural Resources Code 52.136 and any other applicable statutory lien. an 
express contractual lien on and security Interest in all leased m inerals In and extracted from the leased premises, all proceeds wtllch may accrue to 
Lessee from the sale of such leased m1nerals, wtlether such proceeds are held by Lessee or by a third party, and all htures 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 or 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, wtlether express or impl1ed. This lien and se<:unty Interest may be foreclosed With or without court proceedings In 
the manner provided in the T1tle 1. Chap. 9 olthe Texas Business and Commerce Code. Lessee agrees that the Commissioner may reqwe 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 acUviUes upon the abov!Klescr1bed property or I rom Lessee's acquisition of this lease. 
Should the Comm1ssioner at any bme determine that this represenlation IS not true. then the Commissioner may declare this lease forfeited as provided 
herem 

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease With any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon lhR s>.me terms as shall be approved 
Dy tne School Land Board and the CommiSSioner of the General land Office for the pooling or unlbzing of the 1nterest of the State under this lease 
pursuant to Texas Natural Resources Code 52 151-52.154. The owner olthe soil agrees that the lndusion of this prov1slon In this lease satisfies the 
execuhon requirements slated In Texas Natural Resources Code 52.152. 

35. INOEMNITY. Lessee hereby releases and discharges the Slate of Texas and the owner of the so1l. their officers, employees, partners. 
agents, contractOtS, subcontractors, guests, inv1tees. and their respecbve successors and aSSIQI1s, of and from all and any actions and causes of acbOn 
of every nature, or other harm, 1nduding environmental harm, for wtlich recovery of damages Is sought, lnduding, but not lim1ted to, all losses and 
expenses wtllch are caused by the activities of Lessee. Its officers, employees, and agents arising out of, lnddental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out o f or be occasioned by Lessee's breach of any of the terms or prov1slons ol 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 Slate of Texas and the owner of the soil. their officers. employees and agents, their successors or assigns. against any 
and all dalms. liab1hties. losses. damages. act1ons. personal injury (Including death). costs and expenses, or other harm for which recovery of damages 
is sought, under any theory lnduding ton. contract, or strict liability. lnduding attorneys· fees and other legal expenses, Including thOse related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws: those aris1ng 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises: thOse arising from Lessee's use of the 
surface of the teased premises: and thOse that may anse out of or be occasioned by Lessee's breaCh of any of the terms or prDVlsions of this Agreement 
or any other act or omission of Lessee, Its diredors, officers. employees, partners. agents. contractors. subcontractOI'$, guests, inVItees. and their 
respective successors and assigns. EaCh assignee of this Agreement, or an interest th&re~n, 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 LIMITI:D HEREIN, ALL OF 
THE INOEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNOER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUOING PRE-EXISTING CONOITIONS), 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 HAZAROS. Lessee shall use the hoghest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any enwonmental medium, indudlng soil. surface waters, groundwater. sediments, and surface or subsurface strata, ambtent air or any 
other environmental medium In, on. or under, the leased premises, by any waste, pollulant, or contaminant. Lessee shall not bring or permit to rema1n on 
the leased premises any asbestos containing materials, explosives. toxic materials. or substances regulated as hazardous wastes. hazardous materials. 
hazardous subslances (as the term ·Hazardous Substance· is defined in the Comprehensive Environmental Response. CompensabOn and Uabillty Act 
(CERCLA). 42 U.S.C. SectJOns 9601 , et seq.;. or toxic subslances under any fe<leral. s ta te or local law or regulation rHazardous Matenats·). except 
ord1nary products commonly used In connection with oil and gas exploration and development operaoons and stored In the usual manner and quanblles 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBm ON SHALL CONSTITUTE A MATERIAL BREACH ANO DEFAULT HEREUNDER ANO 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM ANO AGAINST 
ANY CLAIMS, DAMAGES, JUOGMENTS, 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 ANO REPAIR AI4Y SOIL OR GROUND WATER 
CONTAMINATION ANO DAMAGE CAUSEO BY THE PRESENCE OR RELEASE OF AI4Y HAZARDOUS MATI:RIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE W ITH 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 MATI:RIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act. and other applicable statutes and amendments thereto. and If any provision in this lease does not conform to these 
statutes. the statutes Will preva11 over any nonconforming lease proVISionS 
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fFIT BEARS 

38. EXECUTION. This on and gas lease must be signed and ad<noYAedged by the Lessee before it is filed of record In the counly records and 
In lhe General Land Office of the Slate of Texas. Once the filing requirements found in Paragraph 39 of this lease have been sa~sfied . 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 on the office of the 
Counly Clerk in any counly in v.ilich all or any pan of the leased premises is located. and cerlified copies thereof must be filed in the General Land 
Office. This lease Is not effective until a certified copy of this lease (v.ilich is made and certified by the Counly Clerk from his records) is filed in the 
General Land Office In accordance woth Texas Natural Resources Code 52.183. AddiUonally. this lease shall not be binding upon the Slate unless it 
reclles the actual and l/Ue consideration paid or promised for execution of this lease. The bonus due the Slate and the proscribed filing fee shall 
accompany such cenified copy to the General Land Office. 

LESSr 

BY: fiC?ry~~ 
CRAJG L BLAIR 

Title: -=--=------ - - --

Date: £;2 -OJ-OS 

LESSOR: 

STATE OF TEXAS ~~ 

Bv· ~ff· ... ~~ ·~SAKERBOW 
Individually and as a_gent for the Stale of Texas 

Date: Cf- 11-OIJ 

STATE OF TEXAS 
BY: ______________________________ __ 

Individually and as agent for the State of Texas 

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

"~~ STEPH N S. BLAIR 

Title: ________ -,. _ _ 

Date·--lek.e:!<:t::...L/ ~~::..__~_{"" __ _ 
t<=>=' ) 

STATE OF TEXAS 
BY: _________________ _ 

lndivodually and as agent for the Slate of Texas 

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

STATE OF TEXAS 
BY: ______________________________ _ 

lndividuaAy and as agent for the State of Texas 

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

Mail Instrument back to 
Slate Land Services 

f-'0 6ox 550 

ATTEST:~......,.~~~~?.JL~~UL_..l._~~~~ 

® 
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STATE OF--------- (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ____ _ __ __ 

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

known to me to be the person whose name Is subscribed to the foregoing Instruments as------------ - - ------ --
or _ _ _ ______ _ _____________ _____________ _ __ and acknowledged to me that he 

executed the same lor the purposes and consideration therein expressed. 1n the capacity stated. and as the act and deed or said corpora bon. 

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

Notary Public in and lor------ --------

STATE OFT~ 

COUNTY oJDrY? Green 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared AO!M""-'-Y--'SllU.!.:SiZJA::!lN~K..,.E..cR~B~OllW~---------------

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

purposes and consideration therein expressed. 

Given under my hand and seal or office this the d!J!!: day or!.' -..A+===>,.4J.- --

CAROL DREW 
~PI.Ilic.SlolldTCIC3S 

Mt Commlssbn e-en 25m; 

STATE OF~~~~~~~~~~----~--~~~ 

COUNTY OF~~~~~~~--

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared C"""RA=tG......,.L~B"'-LA...,t"'R'------------------

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

purposes and consideration therein expressed. :Y. 
Given under my hand and seal or office this th~ day of~ . 20£25 

---STATE OF l ~)L.f\S 
COUNTY OF -:I]L.AV IS 

MARY E. BETUS 
Notary Publte, St• t• of ~ry 

My Commission Expues 
July 09, 2007 

' '"'""'" >~ (INDIVI~CKMlWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared SSl.T.LEo.;P!:.H=EuN....>Sl.·..sB~LA=IR~----------------

known to me to be the persons whose names are subscribed to the foregoing instrument, and acknowiedged to me lhal they executed the same lor the 

purposes and consideration therein expressed. 

~ · ' .. 

Given under my hand and seal or office this the \ ?f'" day or 

PEGGY J. BARHETT 
MY COMMISSION EXPIRES 

~1. 2<nl 

Notary Public In and for _"TI__.__,Wo::r::::::!...!.-2~-------

THE 12th 

19th 

DAY OF APRIL • A . D. 2006 @ 11:30 O'CLOCK !__M. & 

DAY OF 
---- - - -

_:AP:.:::..;Rl= L=--- · A.D . 2006 @2: 10 O'CLOCK P M. 

LINDA MCDONALD • COUNTY CLERK 
CULBERSON COUNTY • TEXAS 

., 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and foregomg sa lutl. 1rue and cooec1 pholographJC copy ollhe 
ong1nal record now ~~ 1 ;.rd possess1on. as lhe same 1s 
f1ledl~~ '" lhe -~---- Records of my offiCe. found 
1n VOL~· PAG . 

I herebycemhed&~lo 
UNIUAfil~UUN>ILU,COUNTY & DISTRICT CLERK 

•• • • 
• • • • • • 

• • • • • • ! ~ 

• • • • • •• • 

.. 



?10 

General Land Office 
qtllnqulshment Act Lease Form 
Revised, Seplomi:>er 1997 

~ustin, Z!Cexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and enlered inlo lh1s 11__ day of x;Ju..,l._y _______ .2~ , beiWeen lhe Slale ol Texas, acting 

by and lhrough lis agenl, Landrum L Medlock Ill herein dealing In his sole and separale prooerty 

of 322 Valley. Amarillo IX 79108 

(Give Permanent Address) 

said agenl herein referred lo as lhe owner of lhe soil (wnelher one or more). and JoC:uraO!!io!Liol._ . .lo!B!ila!!.!ir_,a!lnd!!L.:SoZJI~eol.!lhWJeanL;S>l. • ...JB>!ll~a!Lir _________ ___ _ 

of P .O. Box 2476 Carlsbad New Mexico 88221 

(Give Permanent Addreu) 

hereinafler called Lessee. 

1. GRANTING CLAUSE. For and In consideration of lhe amounts slaled below and of lhe covenants and agreements to be paid. kept and 
performed by Lessee under this lease. the State of Texas acUng by and lhrough the owner of lhe soli , hereby grants. leases and lets unto Lessee, for 
lhe 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 lhereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
sltualed In Culberson County, State of Texas. to-wit: 

The NW/4 and the N/2 of the SW/4 of SecUon 12, Block 113, Public School Land Survey, Culberson County. Texas 

containing .s.:24'1lO"'.:w:OO~£-____ acres, more or less. The bonus consideration paid for lhls lease Is as follows: 

To lhe State of Texas: Four Thousand ansi 0/100 Dollars 

Dollars ($4 000 00 ) 

To the owner of lhe SO<l: Foor Thousand ansi Q/100 Dollars 

Dollars (S4 000 00 l 

Total bonus consideration: EiQht Thousand ansi Q/100 Dollars 

Dollars (S.,..8.,.000""".oo""-------· 

The total bonus consideration paid represents a bonus of TJ.wo!:><J.H,.uod...,.ureslllLJa111ns!,._,z..,erp.,...,.on,.,e'"hunc!""-'"'r"'ed""'th,.s'--------------------

--------------- -- Dollars ($200.00 ) per acre, on "40"' . .,00,__ ____ net acres. 

2. TERM. Subj8Clto the olher provisions in this lease, lhls lease shall be for a term of !hree !31 years from 
lhls dale (herean called "primary l erm") and as long !hereafter as oil and gas, or ellher of lhern, is produced in paying quanuties from saJd land. As used 
in lhis lease, lhe lerm "produced in paying quantities" means that lhe receipts from the sale or olher authorized commercial use of the substance(s) 
covered exceed oul of pockel operatilonal expenses for lhe six months las I pas I. 

;., 
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3. DELAY RENTALS. It 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 cred1t In the -------------­

---,-----:-:-:-.,--:--::---.----.--:-- Bank. at . 
or Its successors (which shall continue as the depository regardless of changes In the o'Mlershlp 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 pnvilege 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: Twentv an(j 01100 Dollars 

Dollars (S2..,o .. oo""--------­
To the State of Texas: Twenty and Q/100 Dollars 

Dollars ($..,20,...00""---------' 

Total Delay Rental: Forty and 0/100 Dollars 

Dollars ($:!40~001!--___ ____ _ 

In a hke manner and upon like payments or tenders amually. the commencement of a well may be fur1her deferred for successive penods or one (1) 
year each dunng the primary term. All payments or tenders of rental to the owner of the soil may bA made by cht>cl< or sight draft of Lessee. cr any 
assignee of th1s lease. and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist. suspend bus~ness . liquidate. fail or be succeeded by another bank, or for any reason fail or refuse to accept rental. Lessee shall not be 
held in default for failure to make sud> payments or tenders or 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 rece~ve 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 lo the Commissioner of the General Land Office of the State of Texas. at Austin, Texas. and one-half (112) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as Including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate. distillate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other eqUipment. as hereinafter provided. 
shall be 115 part of the gross production or the mar1<et value thereof. at the option of the owner of the soil or the Commissioner of the General 
Land Office. such _value to be de18fTlllned by 1) the highest posted pnce. plus premium. if any. offered or paid for oil, condensate. disbliate. 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 pnce thereof offered or 
paid in the general area where produced and when run. or 3) the gross proceeds of the sale thereof. whichever is the greater. Lessee agrees that before 
any,gas produced from the leased premises is sold, used or processed in a plant. it Will be run free of cost to the royalty ov.ners 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 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 eXlraction of gasoline. liquid hydrocarbons or other products) shall be 1/5 part of the gross production or the market value thereof. at the 
opbon of the owner of the soli or the Commissioner of the General Land Office. such value to be based on the highest market pnce paid or off&<ed for 
gas or comparable quahty 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 ma)Omum 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 speofic 
gravity according to tests made by the Balance Method or by the most approved method of tesbng be•ng used by the industry at the bme of tesbng. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbol's shall be 115 pa" of the residue gas and th" liquid hydrocarbons l''<lracted or the mnrkot value lheraof. at the option of the cwner 
or the soil or the Commissioner of the General land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%). or that percent accruing to Lessee. whichever IS the 
greater. of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an Interest. then lhe percentage applicable to liqUid 
hydrocarbons shall be fifty percent (50%) or the h1ghest percent aCCt\Jing to a third party processing gas through sud> plant under a process1ng 
agreement negotiated at arm's length (or if there IS no such thtrd party. the highest percent then being specified in procesStng agreements or contracts In 
the Industry). whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by t ) the h1ghest mar1<et 
price pa1d 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 we1ghted average gross selling price for the respective grades of liquid hydrocarbons). ~ever is the greater. In no event. however. shall 
the royalties payable under th1s 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, bumlng or any other processing shall be 115 pan of 
the gross production of such products. or the mar1<el value thereof. at the option of the owner of the soil or the Commissioner or 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 wh1ch such products are produced: whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expirabon or the primary term or this lease. if this lease Is maintained by production, the 
royalties paid under th1s lease in no event shall be less 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 anniversary date of this lease a sum equal to the total annoal rental less the • 
amount of royalties paid dunng the preceding year. if Paragraph 3 of this lease does not speofy a delay rental amount. then for the purposes of th•s 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 
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6. ROYALTY IN KIND. Nol'Mthslanding any other provision In this lease. at any ~me or from time to ~me. the owner of the soil or the 
Commissioner of the General land Office may. at the option of either. upon not less than soxty (60) days notice to the holder of the lease. require that the 
payment of any royalties accruing to such royalty owner under thos lease be made In kind. The owner of the soil's or the Commissioner of the General 
Land Office's rlght to take its royalty In kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's nghts 
or Lessee's obligations. whether express or Implied. under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be IMthout deduction for 
the cost of producing. gathering. storing. separating. treating, dehydrating. compresslng, processing, transporting. and otherw~se making the oil. gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value receoved, 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. Nol'Mthslandong any other provislon 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 li ft 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 entotles 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 Commissionef of the General Land Office at 
Austin, Texas. tn the foltoiMng manner. 

Payment of rovalty on produclion of oil and Qas shall be as provided In the rules set forth In the Texas P~ister. Rutes curren~y provide that rtl)'alty on oil 
Is due and must be received on 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 productoon. 
accompanied by the affidavit of the owner. manager or other authorized egent. completed In the form and manner prescribed by the General Land Office 
and shov.;ng the gross amount and disposition of all oil and gas produced and the market value of the oil and gas. togeth8f v.;th a copy of all documents. 
records or reports confirming the gross production. disposition and market value Including gas meter readings. pipeline receipts. gas line receipts and 
other checks or memoranda of amount produced and put Into pipelines. tanks. or pools and gas lines or gas storage. and any other reports or records 
which the General Land Office may require to verify the gross production. disposition and market value. In ail 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 check stub. schedule. summary 
or other remitlance advice shQv.;ng 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 so;, on the royalty or S25.00. wnlchever Is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10'1. of the royalty due or $25.00 wnlchever Is greater. In addition 
to a penalty. royalties shall accrue Interest at a rate of 12"/o par year. such Interest v-;11 begin to accrue wnen the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed wnen due shall Incur a penalty In an amount set by the General Land Office administrative rule 
wnlch Is effeclive on- the date wnen the affidavi ts or supporting documents were due. The Lessee shall bear all responsibility for paying or causong 
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 Slate's 
right of forfeiture as provided by law nor act to postpone the date on 'Mlich royalties _,.e originally due. The above penalty provisions shall not apply In 
case's of UUe dispute as to the Slate's portion of the royalty or to that portion of the royalty In dispute as to lair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commlssloner of the General Land Office 
v.;th Its best possible es~mate of oil and gas reserves undetlying this lease or allocable to this lease and shaA 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 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 otherv.;se 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 doscharges of all wells. 
tanks. pools. meters. and pipelines shall at all limes be subject to Inspection and examination by the Commissioner of the General Land Office. the 
Anorney General. the Governor. or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submined to the Commissioner of tho General 
Land Office by Lessee or operator five (5) days before spud date. workover. re-entry. temporary abandonment or plug and abandonment or any well or 
wells. Such wn!ten notice to thft Gene<ql Land Office shall Include copllts of Railroad r.ornmisslon form< fer arptlcation to C:rill Caples of W611 tests. 
completion repons and plugging reports shall be supplied to the General Land Office at the Ume they are filed IMih the Texas Railroad Commission All 
applicalions. permits. reports or other fihngs that reference this lease of any specific well on the leased premises and that are submi!ted to the Texas 
Railroad Commission or any other governmental agency shall include the word "Slate· In the title. Additionally, In accordance v.;th Railroad Commission 
rules, any signage on the leased premises for the purpose of Identifying wells. tank ballenas or other associated improvements to the land must also 
Include the word "Slate." Lessee shall supply the General Land Office with any rea>rds. memoranda. accounts, reports. cu111ngs and cores. or other 
lnlormalion rota live to the operation of the above-described premises. 'Mllch may be requested by tho General Land Office, In addition to those herein 
expressly provided lor. Lessee shall have an electrtcal andlor 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 tho log of each survey on each well to the 
Goneral Land Office within fifteen (15) days alter the making of said survey. 

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

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY Tt:.RM. II. during the primary term hereof and prior to doscovery and 
production o f oil or gas on said land. Lessee should drill a dry hole or holes thereon. or if dunng 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. thts 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 addotional drilling or 
reworking operations thereon, or pays or tenders the next annual delay renlat ln the same mamer as provided in this lease. II. during the last year of the 
primary term or Within sixty (60) days prior thereto. a dry hole be completed and abandoned. or the producbon of oil or gas should cease for any cause. 
Lessee's nghts shall remaon in full Ioree and effect Wi thout further operations until the exp~ration of the primary term; and if Lessee has not resumed 
production In paying quantibes at the expiration of the primary term. Lessee may matnlaln this lease by cond~ng addotional drilling or reworkong 

,~ . ,, ¥-, 

• •••• • • • • •• • • • • • • 

• • • • • • 

·, .· 

• •• 

( : .: . 4 



operations pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessatoon of producuon 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 on the same manner as provoded heretn on or before the rental payong date lollowlng the expiration of sixty (60) 
days from the date of completion of such shut-on oil or gas well and upon the failure to make such payment. this lease shall Ipso facto terminate. If at the 
explratoon of the primary term or any time thereafter a shut·in ool or gas well is located on the leased premises. payments may be made in accordance 
with the shut-In provosions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. II, at the explralion of the pnmary tenn. neilher oil nor gas Is being 
produced on said land. but Lessee is then engaged In drilling or reworking operations thereon. this tease shall rema1n In force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted In good faith and In workmanlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation. and If they resullln the production of oil and/or gas, so long thereafter as oil and/or gas Is produced 
in paying quanlilies from said land, or payment or shut-In oil or gas well royalties or compensatory royalties Is made as provided In thos lease. 

13. CESSATION, DRILLING, AND REWORKING. If. after the expiration of the primary tenn. production of oil or gas from the leased 
premises. alter once obtained, should cease from any cause. this lease shall not terminate if Lessee commences addltoonal dnlllng or rewor1dng 
operations Within siltty (60) days alter such cessation, and this lease shall remain in full force and effect for so long n such operabons continuf! in good 
fa1th and on IOIOII<manlokfl manner Without Jntfj((Uptions totaling more than sixty (60) days. If such drilling or reworking operations result in thfl prodUCbon 
of oil or gas. the lease shall remain In lull force and effect lor so long as oil or gas Is produced from the leased premises on pa)'lng quanUbes or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties Is made as provided heretn or as provided by law. If the dnlilng or reworking 
operations result In the completion of a well as a dry hole. the lease will not terminate II the Lessee commences addotional drilling or reworking 
operations within sixty (60) days alter th!' completion of the well as a dry hole. and this lease shall remain in effect so long as Lessee conunues dnlllng or 
reworking operations In good faith and in a workmllnilke maMer without inte<ruptJOns l:>taling mo'e th;on sixty (60) dar.;. Lessee shall give wnnen 110bce 
to the General Land Office within thorty (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 
havong jurisdiction over the production of oil and gas. If, at any lime after the expirabon of the primary term of a lease that, unbl being shut ln. was being 
maintained In force and effect. a well capable of producing oil or gas In paying quantities Is located on the leased premises. but oil or gas Is not being 
produced for lack of suitable production facilities or lack of a sullable market, then Lessee may pay as a shut~n 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 pa)'lng quanllbes. 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 bo paid on or before: (1) the expiration of the primary tenn, (2) 60 days after 
tho Lessee ceases to produce oil or gas from the teased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
with the lease provosions: whichever date is latest Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-In oil or gas royalty Is paid. the lease shall be considered to be a producing lease and the payment shall 
eX1end the tenn of the lease lor a period of one year from the end of the primary tenn. or from the first day of the month followlng the month In which 
production ceased. and. after that, II no suitable production facitlties or suitable marl<et lor the oil or gas exists. Lessee may extend the tease for lour 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. II, during the period the lease Is kept In effect by payment of the shut-in oil or gas ror .. lty, oil or gas Is 
sold and delivered in paying quantities from a well located within one thousand (1,000) feel of the leased premises and completed in tho same producong 
reservoir, or In any case In whoch drainage Is occurring. the right to continue to maintain tho lease by payong the shut-in 011 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 lor 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 causong 
the drainage or v.tlich Is completed in the same produdng reservoir and Within one thousand (1.000) feet of the leased prem1ses. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Offlce and one-hall (1/2) to the owner of the sod. begonnong on or 
before the last day of the month follOwing the month in which the oof or gas is produced from the well causing the draonage or that Is completed In the 
same produang reservoir and located within one thousand (1,000) feot of the leased premises. II the compensatory royalty paid 1n any 12-month period 
is an amount less than the annual shut-In oil or gas royalty. Lessee shall pey an amount equal to the dofference Within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments whtch are not bmely paid will accrue penalty and Interest in accordance With Paragraph 9 of thos 
lease None of these provisions will relieve Lessee of the obHgatoon of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however. at the detennlnatJOn of the Commissioner. and with the Commissooner's wntten approval, the payment 
of compensatory royalties can satisfy the obhgatoon to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to lhe contrary. alter a well producing or capable of producing oil or 
gas has been completed on the leased premises. Lesseo 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 eHect two (2) years after the expiration date of the primary or extended tenn It shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surroundong each oil well capable of produang 1n paying quantities and 320 acres 
surrounding each gas well capable of produdng in paying quantities (Including a shut..;n oil or gas well as provided in Paragraph 14 hereof). or a well 
upon which Lessee •s then engaged 1n continuous drilling or reworking operations. or (2) the number of acres Included In a produang 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 productoon 
purposes to a proration unit for each such produdng well under lhe rules and regulations of the Railroad CommosSlOO of Texas. or any successor 
agency, or other governmental authority having jurisdiction II at any dme 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 
productoon purposes. this lease shall thereupon tenninate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwlthstandong the tennlnation of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless con1onue to have the nght of ingress 
to and egress from the lands still subject to this lease for all purposes descnbed In Paragraph 1 hereof. together With easements and nghts-of-way for 
existing roads. existong pipelines and other existing facilities on. over and across all the lands described in Paragraph 1 hereof ("the reta ined 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 this lease Is in force and effect two (2) years after lhe expiration date of lhe primary or e>rtended term il shall 
further terminate as to all deplhs below 100 feet below lhe total deplh dolled (hereinafter "deeper deplhs") on each weU located on acreage retaoned in 
Paragraph 16 (A) above, unless on or before two (2) years after lhe pnmary or extended term Lessee pays an amount equal to one-half (1/2) of lhe 
bonus originally paid as consideration lor lhis lease (as speofied on page 1 hereol). If such amount os paid, this lease shall be In force and effec1 as to 
such deeper deplhs. and said termination shall be delayed for an addobonal penod of two (2) years and so long thereafter as ool or gas is produced in 
paying quantities from such deeper depths covered by lhls lease. 

(C) IDENTIFICATION AND FILING. The surface aC/eage retained hereunder as to each well shall. as nearly as practical, be In the form of a 
square with the well located in lhe center thereof, or such olher shape as may be approved by lhe Commossioner of lhe General Land Office. Wlthon 
thiny (30) days after partial termination of lhis tease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of lhe acreage and/or deplhs not retained hereunder. The recorded release. or a cerbfied copy of same. shall be ~led in the General 
Land Office, accompanied by lhe ~ling lee prescribed by lhe General Land Office rules In effect on lhe date lhe release os filed. If Lessee laols or refuses 
to execute and record such release or releases wilhln ninety (90) days after betng requested to do so by the General Land Office, lhen lhe 
Commissioner at his sole dlsCietion may designate by wntten Instrument lhe aC/eage and/or deplhs to be released hereunder and record such 
Instrument at Lessee's expense in lhe county or counties wttere lhe lease Is located and in lhe official records of the General Land Office and such 
designation sball be blndong upon Lessee lor all purposes. 

17. OFFSET WELLS. Net !her lhe bonus. delay rentals. nor royalbes paid , or to be paid, under this lease shall reloeve Lessee or his obligation 
to protect the ool and gas under lhe abov!Hlescnbed land from being drained. Le~ee. sublessee, receover or olher agent In control of lhe leased 
premises shall drill as many wells as lhe facts may justify and shall use appropriate means and dnll to a deplh necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, II oil and/or gas should be produced In ccmmerclal quantities within 1,000 feet of lhe leased premises. 
or In any case v.nere the leased premises Is being drained by production of oil or gas. the Lessee, sublessee. receiver or olher agent In control of the 
lea sod premises shall In good fa ith begin the drilling of a well or wells upon lhe leased premises wilhln 100 days after lhe draining well o r wells or lhe 
well or wells completed wilhln 1,000 feet of lhe leased premises stall produdng In commercial quantities and shall prosecute such drilling wilh diligence. 
Failure to satisfy the statutory offset obllgatoon may subject lhls lease and lhe owner of lhe soli's agency rights to forfeiture. Only upon lhe determination 
of the Commissioner of lhe General Land Office and wilh his wrinen approval may lhe payment of compensatory royalty under applicable statutory 
parameters sabsfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE M.t.JEURE. II, after a good failh effort Lessoe Is prevented from complying wilh any express or Implied covenant of this lease, 
from conducting drilling operations on the leased premises. or from producing oil or gas from the teased premises by reason or war, rebellion, riots. 
strikes. acts of God. or any valid otder, rule or regulation of government authority, lhen while so prevented, Lessee's obligation to comply wilh such 
covenant shall be suspended and Lessee shall not be liable lor damages lor failure 10 comply wilh such covenants: additionally, thos lease shall be 
extended while Lessee is prevented. by any such cause, from conducting drilling and reworidng operations or from producmg oil or gas from lhe teased 
premises. However, nothing in lhis paragraph shall suspend lhe payment of delay rentals In order to maintaon this lease in effect during the pnmary term 
In the absence of such drilling or reworking operatlons or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of lhe soli warrants and agrees to defend tiUe to lhe leased premises. If lhe owner of the soli defaults 
In payments owed on the leased premises, then Lessee may redeem lhe rights of lhe owner of lhe soil in the leased premises by paying any mor1gage. 
taxes or other liens on lhe leased premises. If Lessee makes payments on behalf of the ownet of lhe soil under lhls paragraph, Lessee may recover lhe 
cost of these payments from lhe rental and royalties due lhe owner of lhe soli. 

20. (A) PROPORTlONATE REDUCTlON CLAUSE. If lhe owner of the soil owns tess lhan lhe enbre undiVIded surface estate in the above 
described land, Whether or not Lessee's Interest is spedfied heretn, !hen !he royalties and rental heretn proVIded to be paid to lhe owner of lhe soli shall 
be paid to him in lhe proportion which his interest bears to the entife undovided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of lhe State of Texas shall be likewtse proportionately reduced. However, before Lessee ad;usts the 
royalty or rental due to lhe Commissioner of lhe General Land Office. Lessee or his aulhorized representative must submit to lhe Commissioner of lhe 
General Land Office a written statement wtolch explains lhe dlsetepancy between lhe Interest purportedly teased under lhls lease and lhe actual interest 
owned by the owner of the soil. The Commissioner of lhe General Land Office shall be paid lhe value of lhe Whole production allocable to a ny undivided 
Interest not covered by a tease. less the propollionate development and production cost allocable to such undivided interest. However, In no event shall 
lhe Commissioner o f the General Land Office receive as a royalty on the gross production allocable to lhe undivided interest not leased an amount tess 
than the value of one-slxteenlh (1 /16) of such gross production. 

(B) REDUCTION OF PAYMENTS. II, during the pnmary term. a por1oon of lhe land covered by thts lease is induded Wllhon the boundaries 
of a pooled unit that ha& been approved by lhe School land Board and the owner of the soot in accordance wilh Natural Resources Code Secbons 
52. 151·52.154, or i f. at any time after the expiration of lhe pnmary term or lhe extended term, !his lease covers a lesser number of aC/es lhan lhe total 
amount described herein, payments lhat are made on a per acre basis hereunder shall be reduced accordong to lhe number of at~es pooted. released, 
surrendered, or otherwise severed, so lhat payments determined on a per aC/e basis under lhe terms of this lease during the pnmary term shall be 
calaJiated based upon lhe number of acres outside lhe boundaries of a pooled unot. or, if after the expiration of lhe primary term, lhe number of acres 
actually retained and covered by this lease. 

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

2.2. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli lor damages caused by Us 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 i ts pipelines below plow deplh 

24. WELL LOCATION LIMIT. No well shall be drilled nearer lhan two hundred (200) feet to any house or bam now on saod premoses Without 
the written consent of lhe owner of lhe soil. 
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25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing. pollutJon of coastal wetlands. natural waterways. rivers and impounded water shall be prevented by the use of conta1nment 
facilities suffioent 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 dra1nage pits and tank batteries so as to protect livestock against loss. damage or 1111ury: and upon 
complellon or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely Clean up the dnlhng sile of all rubbish 
thereon. Lessee shall. wl11le conducting operations on the leased premises. keep said premises free of all rubbish. cans. botlles, paper cups or garbage. 
and upon completion of operations shall restore the surface of the land to as near 1ts ong1nal cond1Uon and contours as Is pracbcable. Tanks and 
equipment Will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitabons In this paragraph, Lessee shall have the nght to remove maChinery and fixtures placed 
by Lessee on the leased premises, InCluding the right to draw and remove casing. within one hundred twenty (120) days after the e•pirallon or the 
ten111nation of th1s lease unless the owner of the sod 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 unbl after thirty (30) days wnnen 
notice to the Commissioner of the General Land Office and to the owner of the soli The owner of the soil shall become the owner of any maChinery. 
fixtures. or cas1ng wt11Ch 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 wt1ole or In part. and the provisions of this lease shall extend to and be blnd1ng 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 .:>f any payment made by Lessee or Impair the effectiveness of any 
act performed by Le!<See. 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) fumlshes the Lessee With satisfactory written ev1dence of the change 
In ownersh1p, 1neludlng the original recorded muniments of bUe (or a certified copy of suc:ll original) When the ownership changed because of a 
conveyance. A total or partial assignment o f this lease shall, to the extent of the Interest assigned. relieve and disCharge Lessee of all subsequent 
obligatJons under this lease. If this lease is assigned 1n 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 ass~gnee does not file a certified 
copy of suc:ll 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 
orlg1nallessee or any prior assignee of the lease. Including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT L IMITATION. Notwithstanding any provision In Paragraph 27(a), if the owner of the soil acquires this lease In wt1ole or In 
part by asslgnm!Jnt without the prior written approval of the Commissioner o f the General Land Office. this lease Is void as of the time of assignment and 
the agency power of the owner may be forfe~ted 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 nom1nee of the owner of the soil: 
(2) a corporation or subsidiary In which the owner of the SOtl ls a principal stockholder or Is an employee of suCh a corporation or subsid1ary; 
(3) a partnership in whiCh the owner of the soli Is a partner or Is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation whiCh Is the owner of the SOtl: 
(5) a partner or employee In a partnership whiCh Is the owner of the soil: 
(6) a fiduciary for the owner of the soli; InCluding but not limited to a guardian. trustee. executor, administrator, rece1ver. or conservator for the 
owner of the soli: or 
(7) a family member of the owner of the soil or related to the owner o f the so11 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 o f 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 $\leh portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. If any part o f this lease Is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion ihallhe surrendered acreage bears to the acreage whiCh was covered by this tease 
Immediately prior to suCh surrender: however. such release will not relieve Lessee of any liabilities whiCh may have accrved under this lease prior to the 
sunender of suc:ll 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 1n the county where the land Is Situated, and the recorded instn:ment. or a copy of the recorded instrument cerllfied by the County Clerk of the 
county In whiCh the Instrument Is recorded, must be flied In the General Land Office Within 90 days of the last execution date accompanied by the 
prescnbed fihng fee. If any such assignment IS not so flied. 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 tho lease of the above-<lescnbed land have been Included 1n this Instrument. 
Including the statement of the true consideration to be paid for the e•ecution of this lease and the righ ts and duties of the parties. Any collateral 
agreements concem1ng the development of oil and gas from the leased premises wt11Ch are not contained In this lease render this lease Invalid. 

31 . FIDUCIARY DUTY. The owner of the so1l owes the State a fiduciary duty and must fully disClose any facts affecung the State's 1nterest 1n 
the leased premises. When the interests of the owner of the soli conft1ct With those of the State. the owner of the soli is obl1gated to put the State's 
Interests before his personal Interests. 

32. FORFEITURE. If Lessee shall fa ll or refuse to make the payment of any sum with1n thirty days after It becomes due. or If Lessee or an 
authorized agent should knowingly make any false re tum or false report concerning production or drilling, or If Lessee shall fa11 or refuse to dnn any 
olfset well or wells In good fa ith as required by law and the rules and regulations adopted by the Commissioner o f the General Land Office. or 1f Lessee 
should fail to file reports In the manner required by taw 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 authonzed 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 ol this lease. or if this lease is assigned and the 
assignment is not filed 1n 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 sufficiently informed of the facts which authonze a forfellure, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Acl. However, nothing herein shall be construed as waiving the automabc termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfellures may be set aside and this lease and all rights thereunder 
reinstated before the roghts 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 regula bans 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 hen, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premises used In connection with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This hen and security Interest may be foreclosed with or Without court proceedings In 
the manner provided In the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissroner 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 acbvitles upon the above-descnbed property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that th1s representation Is not true. then the Commrssloner may declare this lene forfeited as provided 
herein. 

34. POOLING. Lessee Is hereby. granted the right to pool or unruze the royalty Interest of the owner of the soli under this lease With any other 
leasehOld or n ineral lnlerest for tht: exploration, ~svfll'lpment and ;>roduclio·1 of orl or ga~ or oiUoer o! .hem upon the r.ame terms as shall be approved 
by the School Land Board and the Commissioner of :he General i..ar.:l Office for the poolrng or unlbZrng of the lnterP.st 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 tills tease satisfies the 
execubon requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soli, their officers, employees. partners, 
agents, contractors, subcontractors. guests. Invitees. and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages Is sought, lnduding, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, Its officers. employees. and agents arising out of, Incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner or the soli, their offi<:er'S, employees and agents, their successors or assigns. against any 
and all daims. liabilities. losses, damages, actions, personal injury (lnduding dealh). oosts and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract. or strict liability, lncludrng attorneys' fees and other legal expenses, including those related to 
environmental hazarils, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arisong 
from or In any way related to Lessee's operations or any other of Lessee's activldes on the leased premises: those arising from Lessee's use of the 
surf)lce or 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 therr 
respective successors and assigns. Each assignee of this Agreement. or an Interest therein, agrees to be liable lor. exonerate, indemnify, defend and 
hold harmless the Sta te of Texas and the owner of the soil. their officers, employees, and agents In the same manner provided above in connection With 
the actlvltios or 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 REGARO TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUOING 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 oontamonation or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient arr or any 
other environmental medium In, on, or under, the leased premises. by any waste. pollutant. or contaminant. Lessee shall not bring or perm1t to remain on 
the teased premises any asbestos containing materials. explosives. toxic materials or substances regulated as hazardous wastes. hazardous materials, 
hazardous :1ubstances (as the term 'Hazardous Substance' Is defined iro the C'.omprehenslve Environmental Response, Compensation and Uat-llity Act 
(CERCLA), •.2 U.S. C. Sections 9601 . et seq.), or toxic substances under any reder.tl, state. or local law o>r regulation ("Hazardlous Materials'), except 
ord1nary products commorrly used in connection With oil and gas explorath n and developrnont oper11tions 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 ANO THE OWNER OF THE SOIL FROM ANO AGAINST 
ANY Cl.AJMS, 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 LEASEO 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, UABIU TY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

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

, tt.; . 
• qf', 

• • • • • •• • 

• • • • • • • • • • 

• • • • • • . . • 

·, 

t , 

•• 

' .. 

i 



38. EXECUTION. This oil and gas lease musl be signed and aeknoYAedged by lhe Lessee before il ls filed of record In lhe counly records and 
In lhe General Land Office of lhe Slate of Texas. Once lhe filing requlremenls found in Paragraph 39 of lhls lease have been satisfied. the effectove date 
of this lease shall be lhe dale found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. lhls lease must be filed of record In lhe office of lhe 
County Cler1< In any counly In which all or any part of lhe leased premises Is located. and certified copies thereof must be filed In lhe General Land 
Office. This lease is not effective until a certified copy of lhls tease (which Is made and certified by the Counly Cler1< from his records) Is filed In the 
General Land Office In accordance YAth Texas Natural Resources Code 52.183. Additionally. lhls lease shall not be binding upon the Slate unless It 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescrobed filing ree shall 
accompany such certified copy to the General Land Office. 

BY· ;::: ..-"'~ ~ 
·~. BLAIR 

ToUe: --,--=---------­
Date: _,/'-'!J=--__...3:.....---=-D~. ?',___---.,-

LESSOR: 

STAT§'G>F TE~S _() l'v\1\ ~ (', ( I 
BY:<'j\C4:!'~0 ·.IT leOlYuti« 

1
_l:Q­

Landrum L. Medlock. Ill 

Individually and as agent forlhe Stale of Texas 

Date: 9 - I 9 -06 

STATE OF TEXAS 

BY: ------------------------

Individually and as agent for the State of Texas 

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

~1~~~~ ~~ ' ..... . 
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STEP EN S. BLAIR 

nue:. _________________ ~---

Date:__,D4="--'-\ ...,'2,=-:0;;;.._.::::>_\:...__ 
) 

STATE OF TEXAS 
BY: ______________________________ ___ 

Individually and as agent for lhe Slate of Texas 

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

STATE OF TEXAS 
BY: ________________ _ 

Individually and as agent for the Slate of Texas 

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

•• • • • •• 

Mall Instrument back to 
Slate Land Services 

P.O. Box 550 
'3ig Spring, Texas 79721-0550 

·, 
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IF IT BEA 

ATIEST· 

STATE OF ______________ __ (CORPORATION ACKNOWLEDGMENT) 

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

BEFORE ME. lhe undersigned aulhOnty. on lhos day personally appeared----------------------­

known lome to be lhe person whOse name os subsa>bed lo lhe foregoing lnstn.mcnts as --------------------­

of------------------ ---- ------------- --- and aclm<l'.-iedged to me lhat he 

executed the same for the purposes and consideration lherein expressed, In lhe capacity staled, and as the act and deed of said corporaloon. 

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

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

STATE OFifXA~ ·--------­

COUNTY OF fb,cj.Rf . 
(If JDIVIDUAL f ,CI<NOWLEDGMENT) 

BEFORE ME, the undersogned authority, on this day personally appeared .. Laillnd,!lj,!JrvO!!m!.!.JoL~. M=edltlllol.ockl<!l...!!ll!..l - - ----------- --

kno'NI'l to me to be lhe persons whOse names are subscribed to the foregoing instrument. and acknowledged to me lhat they executed the same for the 

purposes and consideration therein expressed. 

STATE OF~ 
COUNTY OF~ 

Notary Pubhc In and for PrOtiu .CiJJudy 
1 
3fttit ~ 1..bf.if; 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared ><CDRA<l!.liG....,.L,_,B..,LAOC!I:>R _ _______________ _ 

kno'NI'l to me to be the persons whOse names are subscribed to the foregoong 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 th~ day o~. '1.0.!25 

STATE OF~ AS 
COUNTY OF -:rtfru l ~ 

..... ~ 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, lho undersigned authority, on this day personally appeared xSJ..TEiii.Pr:;HIJ.Iii.ENI.!...:iSI...· .liiB:.~.LA=IRl.-______________ _ 

kno'NI'l to me to be lhe persons whOse names are subscribed to lhe foregoing Instrument. and acknowledged to me that they executed the same for the 

purposes and consideration lhereln expressed. 

Given under my hand and seal of office this lhe \~ day of btc.~. 20.£5.. 

D.~ f?JfuruJJ: 

.. ~ 
•.··• 

PEGGY J. BARNETT 
t.4Y COMMISSION EXPIRES 

..U.. 1, 20ll 

• • • • 
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LINDA MCDONALD, COUNTY CLERK 
CULBERSON COUNTY, TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and lor~g s a lull. true and correct photographic copy of tne 
ongtnal record now ~Ia 1 d possess1on as the same 's 
hied/~ 1n the l Records ol my offiCe. round 
m VOL '1Q\ PAG -' l 

.......... , ~~ 
~~:~~~f. ~,P~~~ ~~~::~::::l~ COUNTY & DISTRICT CLERK 

~ ,SV~':NTY, TEXA~ ~ 
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Gerieral Land Office 
Relinquishment Act Leese Form 
Revi sed, September 1997 

~ustin , m:exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 11.__ day of,_Ju,.,l.x.y _______ .2~ . between the State of Texas. acting 

by and through its agent, Leslie J. Parish herein dealing In his sole and separate propertv 

of 14804 Cranoke St, Centerville, VA 20120 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (v.tlether one or more), and ,.C:!Jra.,;ia~L.,_. 8"'-"'la"'ir _ ___________________ _ 

of P.O. Box 2476. Carlsbad, New Mexico 88221 

(Give Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and In constderation of the amounts staled below and of the covenants and agreements to be paid. kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil. hereby grants, leases and lets unto Lessee. for 
the ' sole and only purpose of prospecting and drilling for and producing oil and gas. laying pipe lines. building tanks. storing oil and building power 
stations. telephone lines and other structures thereon. to produce. save. take care of. treat and transport said products o f the lease, the following lands 
situated in Culberson County, State of Texas, to-W1t 

The NW/4 and the N/2 of the SW/4 of Section 12. Block 113, Public School Land Survey, Culberson County, Texas 

containing .,2"'40 .... ,.oo"'-- - -- acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Two ThQU5and Six Hundred Slxty-Sjx and 67/100 Dollars 

Dollars ($..,2,..,.666"""'.6..,7 ______ --' 

To the owner c-f the soil: Two Ihousand Six Hundred Slxty-Shs and 67/100 Dollars 

Dollars ($..,2,..,.666""'-'.6..,7 ___ ___ --' 

Total bonus consideration: Five Thousand Three HuQ(jred Thlrtv-Three and 34/100 Dollars 

Dollars ($,.,5,.,.3-"'33,.."'34,__ ______ _, 

The total bonus consideration paid represents a bonus of .!.TWO!!l>!..!.H!liu~nd"'r'-lied~a~nd:.L.lo!0:wl 1~0:ltO..~oDola.!!!l~ars'-2-_________ __________ _ 

- ---------------- Dollars ($200.00 ) per acre, on .. 26,...666"""'-'-7 ____ net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of Three !3! 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 thi s tease. 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. 
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3. DELAY RENTALS. II no well is commenced on the leased premises on or before one (1) year from this date. this lease sha terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to h is credit In the ICt/ '-< • 
--------- ----- Bank, at ~-c). O Ol) f.. CJ.- J1 
or its successors (which shall continue as the depository regardless of changes In the ership 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 lor 
one (1) year from said date. Payments under this paragraph shall be In the following amounts: 

To the owner of the soli: Thirteen and 331100 Dollars 

Dollars ($....,13,.,.,.,33,__ _ _ _ ____ -J 

To the State of Texas: Thirteen an(j 33/100 Dollars 

Dollars ($.:..:13"'.""33.__ _______ -' 

Total Delay Rental: T~enty-slx and 661100 Dollars 

Dollars ($..,26""."'66.__ _______ _ 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred lor success1ve 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 tease. and may be delivered on or before the rental paying date. lithe bank des1gnated in this paragraph (or its successor bank) should 
cease to exist. suspend business, liquidate. fail or be succeeded by another bank. or lor any reason fail or refuse to accept rental. Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days alter 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-hall (112) or such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as lnduding all hydrocarbons produced In a liquid form at the mouth of the well and also as 
all condensate, distilla te, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment. as hereinafter provided. 
shall be 115 part of the gross production or the marl<.et value thereof. at the option of the owner of the soil or the Commissioner of the General 
Land Office. such value to be determined by 1) the highest posted price, plus premium, II any, offered or paid for oil, condensate, distillate, or olher liquid 
hydrocarbons, respectively, o f a like type and gravity In the general area where produced and when run, or 2) the highest marl<.et price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof. whichever Is the greater. Lessee agrees that before 
any ~as 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 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 lor ~ 

the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part of the gross production or the marl<.et value thereof, at the 
option of the owner o f the soil or the Commissioner of the General Land Office, such value to be based on the highest m arket price paid or offered lor 
gas o f 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 lor pressure according to Boyte's Law, and lor spec1fic 
gravity according to tests made by the Balance Method or by the most approved method of testing be1ng used by the induslty at the t1me of testlng. 

(C) PROC ESSED GAS. Royalty on any gas processed in a gasoline plant or other plant lor the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the liqu1d hydrocarbons extracted or the marl<.et value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. 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 p lant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that II 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 filly percent (50%) or the highest percent accruing to a third party processing gas through such plant under a process1ng 
agreement negotiated at arm's length (or II there is no such third party, the highest percent then being specified In processing agreemenJs 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 pnce paid or offered lor such residue 
gas (or the weighted average gross selling price lor the respective grades of liquid hydrocarbons). whichever Is the greater. In no event. however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

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

5. MINIMUM ROYALTY. During any year alter 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. II 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 (S 1.00) per acre. 

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

• • • • • • • • . 
•• • • • •• • 

J93 



6. ROYALTY IN KIND. Notwithstanding any other provision In this lease. at any time or from time to tome. the owner of the sool or the 
Commissioner of the General Land Office may. at the option of e1ther, upon not less than sixty (60) days nobce to the holder of the lease. require that the 
p11yment of any royalties accruing to such royalty owner under this lease be made In kind. The owner of the solrs 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 soirs or the Commissioner of the General Land Office's rights 
or Lessee's obligations. whether express or implied. under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accru1ng under th1s lease (indudmg those pa1d m kind) shall be wilho.Jt deduction for 
the cost of producing, gathering, storing, separating, treat1ng, dehydrating, compressing, processing, transporting, and otherwise mak1ng the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value recetved, including any reimbursements 
for severance taxes and productton 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 wntten 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 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 unlll It i s 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 Comm1ssioner of the General Land Office at 
Austin, Texas, 1n 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 succeed1ng the month of production, and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of productiOn, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed In the form and manner prescnbed by the General Land Office 
and showing the gross amount and disposition of all 011 and gas produced and the marl<et value of the oil and gas, together with a copy of all documents, 
records or repor1s confinning the gross productiOn, disposition and marl<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 or gas storage, and any other reports or records 
which the General Land Office may require to verity the gross production. disposition and marl<et value. In all cases the authority of a manager or agent 
to act tor 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 ad'(ice 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 12o/o 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 tor paying or causing 
royalties to be paid as prescribed by the due date provided herain. 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 wh1ch 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 1n dispute as to fair marl<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with Its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation. sale and marl<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 pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office. the 
Allorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such writlen notice to the General Land Office shall include copies of Railroad Commission forms tor application to drill. Copies of well tests. 
completion reports and plugging reports shall be supplied to the General Land Offica at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submined to the Texas 
Railroad Commission or any other governmental agency shall include the word "State• in the title. Additionally, in accordance with Railroad Cornmosslon 
rules, any signaga on the leased premises for the purpose of identifying wells, tank baneries or other assooated improvements to the land must also 
include the word "State: Lessee shall supply the General Land Office wtth any records. memoranda, accounts, reports, cvttings and cores. or other 
informatoon relative to the operation of the abov&-<lescribed premises. which may be requested by the' General Land Office. in addotion to those here10 
expressly provided tor. Lessee shall have an electrical and/or radioactiVIty survey made on the bore-hole secllon, from the base of the surface ces1ng to 
the total depth of well. o f 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 flied 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 tenn 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 aner the discovery and 
actual production of oil or gas from the teased premises such production thereof should cease from any cause, this tease 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 add1t1onat dnlhng or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided 1n 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 
productoon in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional dnlling or reworking 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date follOWing the expiration of sixty (60) 
days from the date of completion of such shut-In oil or gas well and upon the failure to make such payment, this lease shall Ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-In oil or gas well Is located on the leased premises, payments may be made In accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neother oil nor gas os beong 
produced on said land. but Lessee is then engaged in drilling or rewor1dng operations thereon, this lease shall remain on force so long as operations on 
said well or for drilling or reworlting of any additional wells are prosecuted in good faith and in worltmanlike manner without intem.Jptoons 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 os made as provoded in thos 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 addotlonal drilling or reworlting 
operations wothin 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 on W<>r!tmanlike manner without intem.Jptions totaling more than sixty (60) days. If such drilling or reworkong 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 wovided 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 reworltlng 
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 dnlling or 
reworking operations in good faith and in a workmanlike manner without lntem.Jptlons totaling mora than soxty (60) days. Lessee shall give wrilten notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, ·well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any bme after the expiration of the pnmary term of a lease that, unbl 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 011 or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pey as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease. but nor less than 51 .200 a year for each well capable of producing oil or gas in paying quantotles. 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 exptration of the primary term, (2) 60 days after 
the Lessee ceases to· produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions: whichever date Is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month In which 
production ceased, and. after that. If no suitable production facilities or suitable marltet 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 welt 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 payong the shut-on 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 marltet 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 premoses. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the SOli, beginning on or 
before the last day of the month foilowong the month in which the oil or gas is produced from the well causing the drainage or that is completed on 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 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 on accordance with Paragraph 9 of thos 
lease. None of these provisions woll 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. al the determination of the Commissioner. and woth the Commissioner's written approval. the payment 
of compensatory royalties can satisfy the obligation to drill offset wails. 

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

(A) VERTICAL. In the event this lease Is in force and affect two (2) years after the expiration ~ate of the primary or extended term it shall then 
terminate as to all of lhe leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of !)(educing in paying quantotles and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provoded In Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworlting 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 provosions 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 productoon purposes. 
Notwithstandong the termination of this lease as to a por1ion of the lands covered hereby, Lessee shall nevenheless continue to have the right of ongress 
to and egress from the lands still subject to this lease for all purposes descnbed in Paragraph 1 hereof, together with easements and nghts-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 lranspor1ation of oil, gas and other minerals produced from the retained lands . 

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

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

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the abovE!'described land from being drained. l essee, sublessee, receiver or other agent in control of the teased 
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 teased premises. In addition. If oil and/or gas should be produced In commercial quantities within 1,000 feet of the teased premoses, 
or in any case where the leased premises Is being drained by production of oil or gas, the Lessee, sublessee. receiver or other agent In control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with d iligence. 
Failure to satisfy the statutory o ffset obligation may subject this lease and the owner of the soil 's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

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

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General land Office o f the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
Interest nol 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 tess 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is Included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52. 151-52.154, or if, at any lime after the expiration of the primary term or the extended term, this tease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this tease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term. the number of acres 
actually retained and covered by this lease. 

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing this area. Lessee shall use the hoghest degree of care and all proper safeguards to prevent pollution WrthOut 
limiting the foregoing, pollution of coastal wetlands. natural waterways. rivers and rmpounded water shall be prevented by the use of contarnment 
facilities sufficaent to prevent spoilage, seepage or ground water contamination. In the event of pollutJon. Lessee shall use all means at rts diSposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate propetlles. Lessee shall butld and 
marntain fences around its slush, sump, and drarnage pots and tank battenes so es to protect livestock against loss. damage or 11\jury; 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 srte of all rubbish 
thereon. Lessee shall, while conducllng operations on the leased premises. keep said premrses free of all rubbrsh, cans, bottles. paper cups or garbage. 
and upon completion of operations shall restore the surface of lhe land to as near rts onginal condrtion and contours as Is practrcable. Tanks and 
equrpment Will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitattons In thrs 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 expiratron or the 
termination of this lease unless the owner of the soli grants Lessee an extension of this 12().Qay period. However. Lessee may not remove casing from 
any well capable of producing oil and gas In payrng quantities. Additionally, Lessee may not draw and remove casing until aner thirty (30) days wntten 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures. or casrng which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) A SSIGNMENTS. 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 herrs. devisees. legal 
representatives. successors and assigns. However. a change or drvislon In ownership of the land, rentals, or royalties Will not enlarge the obligations of 
Lessee. drminish the nghts. privileges and estates of Lessee. lmparr the effectiveness o f any payment made by Lessee or Impair the effectiveness of any 
act performed by Lessee. And no change or drvlslon In ownership of the land. rentals. or royalties shall bind Lessee lor 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 munlments of title (or a cer1rfied oopy of such original) when the ownershrp changed because of a 
conveyance A total or partial assignment of this lease shall. to lhe extent of the interest assigned. relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease Is assrgned In tl s entirety as to only part of lhe acreage. the right and Oplion to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and fanure by one or more of them to pay his share of the rental shall not affect 
this tease on the part of the land upon which p<o rata rentals are trmely 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 enllle rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, Nabthlies. and penalties owed to the State by the 
original lessee or any prior assignee or 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 sool acquires lhts lease In whole or rn 
part by assignment without the pnor written approval or the Commtssroner of lhe General Land Offic:e. tillS tease is VOid as of the tm e of assignment and 
the agency power or the owner may be forfeited by the Commissioner. An assrgnment will be treated as if it were made t.o the owner of the soil If the 
assignee is: 

( 1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary In whrchthe owner of the soil is a pnnclpal stockholder or Is an employee of such a corporation or subsidiary: 
(3) a partnership In which lhe owner of lhe sool is a partner or Is an employee of such a partnership, 
(4) a pnnclpal stockholder or employee of the corporation which is lhe owner of the sool, 
(5) a partner or employee In a partnership whtch is the owner o f the soil, 
(6) a fiduciary for the owner of the soil; Including but not hmrted to a guardian. trustee. executor. administrator. receiver. or conservator for the 
owner of the sort: 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 thts paragraph and Paragraph 29, Lessee may at any trme execute and dehver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the teased premises. and thereby surrender thts lease as 
to such portion or portions, and be relreved of all subsequent obligations as to acreage surrendered. If any part of this lease Is p<operty 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. II any such assignment Is not so filed. the rights acquired under thrs 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 tease of the above-<lescribed land have been Included in this Instrument. 
Including the statement of the true oonStderation to be paid lor the execution of this lease and the rights and duOes of the parties. Any collateral 
agreements concerning the development or 011 and gas from the leased premises which are not contained in thrs tease render thrs lease rnvalid. 

31. FIDUCIARY DUTY. The owner of the soot owes the State a fiduciary duty and must fully di sclose any facts affecting the State's rnterest in 
the leased premrses. When the interests of lhe owner o f the sool connrct With those of the Stele, lhe owner o f the soil is obligated to put the State's 
Interests before hrs personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum withrn thtrty days after rt becomes due. or rf Lessee or an 
authorized agent shOuld knoWingly make any false return or lalse report concerning production or dolling, or II Lessee shall fall or refuse to dnll any 
offset well or wells In good faith as requ~red by law and the rules and regulations adopted by the CommissiOner of the General Land Office, or rf Lessee 
should faR to file repons in the manner required by taw or fail to comply With rules and regulattonS promulgated by lhe General Land Office. the School 
Land Board, or the Railroad Commission. or II Lessee should refuse the proper authonty access to the records pert&Jnlng to operations. or if Lessee or 
an authorized agent shOuld knowingly fail or refuse to grve correct Information to the proper authority, or knowingly fad or refuse to furnrsh 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 II this lease rs assigned and lhe 
assignment Is not filed In the General Land Office as required by law. the nghts acquired under this lease shall be subject to forfeiture by the 

•••• • • • • • • • • • • • • •• • 

• • • • • • • • 
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Commissioner. and he shall forfe~ same when sufficiently Informed of the facts which authonze 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 termtnatlon of this 
lease by operation o f law or by reason of any special limitation arising hereunder. Forfeitures may be set astde and this lease and an 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 tho rules and regulations that may be adopted rotative hereto. 

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 thts tease to seaJre payment of all unpatd royalty and other sums of money that may become due under this lease. By acceptance of 
this lease. Lessee grants the State, In addttion to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen. an 
express contractual lien on and security Interest In all leased minerals In and extracted from the leased premises. all proceeds 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 seaJre the payment of all royalltes or other 
amounts due or to become due under this lease and to secure payment of any damagas or loss that Lessor may suffer by reason of Lessee's b<each of 
any covenant or condtttoo of this lease. whether express or Implied. This lien and secunty Interest may be foreclosed wtth or without coun proceedings in 
the manner provided In the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge. attach or perfect lhts lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activtties upon the above-described property or from Lessee's acquiSition of this lease. 
Should the Commissioner at any lime determine thal thls representation Is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee tS hefeby 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 lor the exploration, development and productiOn of oil or gas or etther 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 thos lease 
pursuant to Texas Natural ROSOIXces Code 52.151-52.154. The owner of the soil agrees that the inclusion of thts 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 soot, their officers, employees, partners. 
agents, contractors, subcontractors. guests. i n~ees , and their respecttve successors and asstgns. or and rrom all and any actions and causes of actiOn 
of every nature, or other harm, Including environmental harm, lor which reoovery of damages Is sought, Including, but not hmlted to. all losses and 
expenses which are caused by the activities or Lessee, Its officers, employees, and agents arising out of, tncidental to, or resutUng from , the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's b<each of any of the terms or provtsiOns of this 
Agreement, or by any other negligent or stnctly liable act or omission or Lessee. Funher. Lessee hereby agrees to be liable lor, exonerate, Indemnify, 
deland and hold harmless the State of Texas and the owner of the soil, their otfocers, 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 or damages 
Is sought. under any theory Including ton. contract, or strict liability, including attorneys' l ees and other legal expenses. including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws; those arising 
from or in any way related to Lessee's operations or any other of Lessee's actlvilles 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 b<each of any of tho terms or provisions of this Agreement 
or any other act or omission of Lessee, Its directors, officers, employees, par1ners, agents, contractors, subcontractors, guests, imntees, and their 
respective successors and assigns. Each assignee of this Agreement, or an Interest therein, agrees to be liable lor, exonerate, Indemnify, defend and 
hofd harmless the State of Texas and the owner of the sool, their o~. employees, and agents In the same manner provided above tn connection wtth 
the activities of Lessee, its officers, employees. and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANO\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE.£XISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INOEMNIFIEO 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 a~r or any 
other enwonmental medium in, on, or under. the leased premises, by any waste, pollutant. or contaminant. Lessee shall not bnng or permit to rema•n oo 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous matenals. 
hazardous substances (as the term "Hazardous Substance· Is defined in the Comprehenstve Envtronmental Response, Compensatioo and Llabihty Act 
(CERCLA). 42 U.S. C. Sections 9601. at seq.), or toxic substances under any federal, state, or local law or regulatton ("Hazardous Matenals"), except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored In the usual manner and quanhties. 
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, REMEOY ANO REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the provisions or Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and II any provision In this tease 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 befe<e 1t Is filed of rece<d 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 effect1ve 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'" the office of the 
County Clerk In any county in which all or any part of the leased premises Is located. and certified copies thereof must be filed In the General Land 
Office. Th1s lease is not effective until a certified copy of th1s lease (which Is made and certified by the County Clerk from his rece<ds) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
acCO<npany such certified copy to the General Land Offoce. 

""'~ M_· BY: ':{'. ~ 
CRAiG L. BLAIR 

Title: --- --- ----- -

Date: _______ ____ _ 

LESSOR: 

Individually and as agent for the State ofTexas 

Date: ( g ~<-ff o c;: 

STATE OF TEXAS 
BY: ______________________________ __ 

Individually and as agent for the State of Texas 

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

~~ .. .· .. · 
' ·' ·~ .. 

• • • • • • •• . . .. 
• • •• 

STATE OF TEXAS 
BY: ______________________________ __ 

lndlvidually and as agent fe< the State of Texas 

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

STATE OF TEXAS 
BY: ________________________________ __ 

IndiVIdually and as agent fe< the State ofT exas 

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

Mall Instrument back to 
Slate Land Services 

P.O. Box 550 
G;g Spring, Texas 79721-0550 

---

109 
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STATE OF ______________ ___ -------- (CORPORATION ACKNOWLEDGMENT) 

-----'ty~on this day personally appeared------ ------------ -----

e Is subsctlbed to the foregoing instruments as-- ------------ -------

-------~.....:::~---------------------------- and acknowledged 10 me that he 
he pUrpos&S and conslderallon therein expressed. in the capacity stated, and as the a<:1 and deed of said corporallon. 

/ 
(;,von under my hand and seal or office this the ___ day or---------·· 20 _ _ . 

Charles County, State of Maryland 
lha !m~:o:o.!J instrument was acknowledged.~bef~~~!:;lme;.,------------------

~ 
:;·t;H~.y~:.~~andfor 

sTATEoF fYI_gr Q.O. lli" \.1 ~~~ (INDIVIDUALAcKNowLEOGMENT> 

couNTY o~ CCr\€: ~H. i~ Notary Public 

BEFORE ME, the underslgnedt-d~~~'lJl1fl\lU~~~~ab~~9g§ ~o~LE...,S...,L ... IE_,.J...r. P:.r::A,R,.IS:uH _______ _____ _ 

known to me to be the persons whose names are subsctlbed to the foregoing lnslrumenl, and ackflO"Aadged to me !hal they executed the same for the 

pUrposes and consideration therein expressed. 

Given under my hand and seal of office this the Ja day of .>......&.¥=~~~~==\-~ 

STATE OF / c )(8 5 

COUNTY OF )-)/JLI}/}'I{h 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned aulhonty, on this day personally appeared ,.C"'RA>Ol'IG.....,L~B2LA"""I"'R.__ _______________ _ 

known to me to be the persons whose names are subscnbed to the foregoong Instrument, and ackflO"Aadged to me that they executed the same for the 

pUrposes and consideration lher01n expressed. 

Given under my hand and seal of office this the ,//Ja£ day of~ • 20~ 

~M1~ ! ........ 
• /...-~:~.'!t!:O• MARY E. anus l !"( 'i\ Notary Public:, State of Teus 

STATE OF ~--·· • •;y My ConYniNion E>cilites 
~--~ July 09, 2007 

COUNTYOF ______ ~::::~------~-----.-.-.-u 

(INDIVIDUAL ACKNOWLEDGMENT) 

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

known to me to be the persons whose names are subsctlbed to the foregoing Instrument, and ackflO"Aedged to me that they executed the same lor the 

pUrposes and consideration therein expressed. 

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

FILED FOR RECORD ON THE 12th 
19th 

. ~,.: . '· 
' . 

DAY OF APRIL 

DAY OF 

• • • • •• .. 
•• 

APRIL 

Notary Pubhc 10 and for---- ---- ------

..... ~ 

, A.D . 2006@ 11:30 O'CLOCK AM. & 

A. D. 2006 @ 1:55 O' CLOCK ~M. 

LINDA MCDONALD , COUNTY CLERK 
CULBERSON COUNTY , TEXAS 

. ' .. ..;- .. · ., 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The aboYe and lorego.ng 1s a lull. true and correct photographic copy ol the 
oogml record now~· • ~ ~and possess1011. as lhe same IS 
filed/~ 1n the ~- ___ _ _ Records ol my oflce found 
1n VO~x:4- PAGE - . 

~~~!l£11~.?< t herebycert1fied4_ ~f\ \ ~ r ~~~~:~~~TRI:CLERK 
fJ' BvJtl,.V !8J~ DEPUTY 

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



Sfate Lana & :Rjght-ofWa!f Services 

September 5, 2006 

Texas General Land Office 
Mineral Leasing Division 
Attn: Drew Reid 

INCLUDING LAND ADMINISTRATIVE ASSISTANCE 
P. 0 . Box 550 

BIG SPRING, TEXAS 79721 -0550 
(432) 267-3601 

1700 N. Congress Ave., Suite 640 
Austin, Texas 7870 1-1495 

RE: RELINQUISHME TACT LEASE No. I 06269 
240.0 acres out ofSection 12, Blk. 11 3, PSL 
Culberson County, Texas 

Dear Mr. Reid: 

Sent via UPS 
# I Z F70 964 22 I 00 I 6888 

Please find enclosed a certified copy of an O il and Gas Lease and a Release of Oil and Gas Lease 
releasing the lease dated January 7, 2005 between the State of Texas, acting by and through its 
agent, James Gilbe1t Parish, as Lessor, in favor of Craig L. Blair and Stephen S. Blair, as 
Lessees, covering the above referenced tract of land. I have also included a copy of the lease 
being released and highlighted the areas that were incorrect, resul ting in the release. These 
changes should match all of the fi ve (5) leases previously approved by you r office. 

Please review the enclosed certified copy of Oil and Gas Lease that replaces the old lease, and 
reta in for you records. 

If you have an y questions, please do not hesitate to call me toll-free at 1-877-589-8858. 

Sincerely, 

If 
A ustine Hernandez 
Landman 

AH/ab 

Encl. 

\\Hernandez I clients\ The M iii\Capitan\Parish See.I2\Correspondence\State of Texas Certi lied Copy Cover Letter.doc 

• •• • • • •••• 
• 

•••• • • • •• • 
• 

•••• • •••• 
•••• • • • •• • 
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STATE: 

COUNTY: 

LESSEES: 

EFFECTIVE DATE: 

RELEASE OF OIL AND GA LEASE 

TEXAS 

CU LBERSO 

C RAIG L. BLAIR AND STEPHENS. BLAIR 
P.O. BOX 2476 
CARLSBAD, NM 88221-2476 

JAN UARY 7, 2005 

On January 7, 2005 , the State of Texas, acting by and through its agent, James Gilbert 
Parish, us Lessor, executed aut: delivered to Craig L. Blair and Stephen S. Blair, as Lessees, all 

Oil and Gas Lease (the "Lease"), recorded in Volume 92, Page 20 I of the Oil and Gas Records 
of the county and state named above, covering the following lands (the "Lands") in that county: 

The N/2 of the SW/4 and NW/4 of Section 12, Block 113, Pub lic School Land urvcy, 
conta ining 240.0 acres, more or less. 

Lessees, named above, the current owners o f the Lease, cancel, relinquish , release, and 
surrender to the present owner of the mineral estate in the Lands, all o f Lessees ' rights, title, and 
interests in the Lease and the Lands. 

This Release is signed by Lessees as of the date of the acknowledgment below, but is 
e ffecti ve for all purposes as of the Effective Date stated above. 

Individual Acknowledgment 

STATE OF"~ /'1/ § 

COUNTYO~ § 

This instrument was acknowledged before me on the .&:L__ day o f -· "' , 2006 by /) (/1/< ~ 
Craig L. Blair. 

MARY E. IETUS 
Notary Public:, State of Tex.as 

My Commission Expires 
July 09, 2007 

ll / - ·:/ 
L -.I. 

Individual Acknowledgment 

MARY E. BETUS 
Notary Public:, Stel e of Teus 

My Comm1ss1on Expires 
July 09. 2007 

• •• • • • •••• 

•••• • • •• • 
• ._. .. 

• • •• • 
•••• • • • •• • 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and loregoon 
ongrnal record now rn ~ c tody and possessron. as the same rs 
hled/recQ19~rn the • Records of my offree. lound 
rn VOL '1_d._ PAGE . 

1 herebycenrfiedonk~ 
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, . Otnttel L..N Ottk• 
A•llnqut.htMfll Act lea.M f'Otm 
AMu ct, S•pt•m~r ttt7 

~ustin, 'atexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is madt and ent«.ct Into tNa _nn__ ~)'of ~J.,aLU!llhlw.wCV<-----·20Q1__ . ~the State of Tuas, itC11r1g 

by end thrOugh Itt agent, JIQ)tt Glbtt1 Ptrtan htr!ln OHIIna In nit JO{o and I CQI[J!t omptrty 

of 1003 Son Gab®! S! Am A. AuJtln IX 71701· 1010 ( ___ , 
satdeoenthlc'elnttferredt:oattheQ'IIIIIntii'OfthetOI(wheo.roneormon). anciCrJial 8lak and Sttphtn S . Bl air 

ot P 0 Boa 2470 Ctr!Jbtd f:ft:t( Mt!dcp M221 

(GHeP.,.,......... ....,....t.) 

1. GRAHTlNG CLAUSE. FOt and In c:onNd.,_Uon of the amounts st.ted below and of h coYenantl and a-gr...-nentl to be palcf, kept lnd 
porfofm.ct by LHNe U'ld• Chh leeae, the Stille of Te:us 1eclng by a nd: Chroogh d'le O'tJro'Mf' of lhe d , hefeoy Ofln\1:, ,.... .. and ~ll untc» ln .... tot 
lllo sole llld Of'iy putl>Ose of ~·pealng ond dt!Jiing lor end producing oil end goo, lo)lng pipe llnH. b<.ting lloo, • lOring oil 0nc1 bulldWig -
1taUont, t.l~ 1net and ottw atr\.ICt!..ltelf lheAOn. 10 produc:e, N vt, tllkt ca,.. of. lr .. t ano "ftti.OOI1 ... Jd ptOduc::b of U'M ...._, u.. ~ tantt• 
ohuotod In Cu1btQoo eo..>ly, Sloto ofToxu,........, 

The N/2 of the SW/4 oncllffl/4 of Socdon 12, 8locl< 113, ,.._ Sd>oof, Und SurYoy, ~ Coully, Tuas 

contatni'lrg _2..,1,.o..,o'---- - aaes, moe• «leu . The bonus consldwa!ion paid tor INa 1utelt" folowa: 

To U.. State ofTtdil! l'trO IhQuMnQ Six HlK!QCf:dl Shctv·3hs and Si¢t•Sik Q[!t tynQr!Cfttlt 

Ool1oB II 2 O!l§ az 1 

To 11M ownet of the 101: Two Tbgyynd Slx Hundrod Stxry-Sb end Sl¢t $b ont bundrtdths 
Oollon (I 2 !1§8 BZ l 

Total bOnul contlderllon~ fNt Dpuaod Jbret Hundred Jltty-Jlne end Tbfrty-T)IQ QQO huodredlDI 

Ootlart (S $ 333 32 I 

The 10111 bonus consld.,.llon paid rl!)(tltnCI I bonus of l.LJ""'I!!I.Jt!w<I::!W!IICJdliiLWIIlllc.<l.atomJLl!Q!liUIJtwc!JoU"(!di!III!NIL-------- -------

--------- - ---- Oollora (I 20000 I per_., on 2D 00§6 

2.. TERM. Sub;eci:IO the oht provWons "l'llt. leue, tNs _,, ahel be lor I l.-m ol frvt !51 yt~~rn tom 
eNs dlle (heroln coiled "Primary term/ end •• lor'Q-..tlef u ol end ; u . 0< oifw of "*'>. Is l)n>duc.O In Pl'l'n!l quonu ... from 01><1 lotld. ""UHd 
tn trois loose, the term "l>f'OdUc*l In poylng QUOnOIIIM' m-.. lhotlhl roce/pls lrom the safe rx- ouflOrlzod commeraol ""' of 1he IUOslanCO(s) 
CIO't'efed eJCHd ouc ot pod(el op~~r~lionM expenM& Ior the llx month:t lul pa1L 
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3. DELAY REHTAL.S. 11 no weft l$ oomrn.-w;eO on lhe taMd pr_...,.se, on or bekwe OM (1) yar I~~~ date, lrh , .. ,. aNI L~te. 

unless on 01 belor1l such~ date Lu.see W !l pay 01 tend• 10 tne ~or IN sol 01.., his crldt In the - ----------
-Ot-:i:-ta-,-ucao---~or~=7(v.I"Och='"'""'s~~o~=-""'=tlnuo=-~-, .,.::--:•...,--!::" r~-. ot ~~ n tt.. ~ ot s.JCS t.rct). .,. amcun IOidf\ed below'; k-1 aOodon. 
Lt&He WI ~yor tend• IO the COMM\SSIONE.R OF niE GENERAL LANO OffiCE OF TliE STATE OF TEXAS, AT AUSTIN, TEXAS, a let at.m on 
01 btkn saki date. P•yments ln:Ser INa ~ph shea operate u a rent~~~ and Ji'-'1 c:s:Nflf lle ~of dei'ttring Ole oomm-.c:«nW'1C o( 1 "'*' k:w' 
one ( 1) y.- tram 101d dill. Poymon11 .m. ttl a porogr1p11 111&1 bo k1 tho lolow!ng atnOUrll>: 

To &ht O'M'Iel' ot 1n1 aot Thktft!J and 331100 Qo!!ao 

Oohrs (1..,13..,33..__ _ _ _ __ _ 

To the State ot Texat: Thlnotn tod 3llt00 Qoilm 

~on ($.~13~33~-------J 
Total Oelly R.,tll: Iwtnrv=sb; and 0&1100 Do!taA 

~·~($2~8~@~------_J 

ln 1 like manner and UPOn Wke ~ymtntJ ol tendert ennoally, the commencement of a 'NI"'II may be M1:htr det.r.d for •~• periods of OM (1) 
ye8r eaCh during the I)I'Wnary t.-m. All PllymentJ 0t tfK'Iderw ot rental to the owner ot tM lOY may be rnadt by check 01 ~~ drltt ot Leu ... or any 
assJgnee or this Ieete. end mey be ~IVetld on ot before the rental p.1ytng date. rr the ~ CSeelgnitad lr'l thlt paragraph (or Its succ:eu.oJ blrit) ahoukl 
C.IM \o tldal, IUSpend ~~. IIQufdate, f.a Of be auc::ceecsad by .noltlet N'*. Of fot Wl)' rMton I.W Of refuM 10 eooept ,_,laJ, l lhH ""-• not be 
held In d.t'auh lor fdure 110 make auc:h p.ymenta or !«den: ot rental LW"'tffltWTy (30) daya aftef lhe O'M'*" of the .all sNJ o.ltvef to La.siM 1 PI"'C*' 
r.c:ordable lmiNmtnl n.amlng enoch« bank 11 agent 10 receive auct1 p,~ym.ms or tenden.. 

4. PROOUCTlOH ROYAl.nES. Upon produdk)n of oit ard/or o-•·· Las ... agr ... to PlY or c:auu 10 be pMct on..halr (112) or IJ'Ie royalty 
prcMded for In thla luae to 1he Commlmonef ol Chi General land Offtce ollh• State ol T lXII, at Austin, T IUS, and one-Nlf ( 1/2) of ludl roy.lly 10 U'te 
owner ot Chi .ail: 

(A) OIL Royahy Pl')'~l on ol, ..r-.kt\ Is defttled I I ~ I I nydn:JcarOOna produced In I tquld form It the mouch of <he ....... vd al10 11 
.. oondenute. distillate, end otw ~ hydrocatbona reoovwed from oil Of o-• M'l tf'wOul71 • ~tor or OCher equlpmtJnt. u ~ntt proo.4ded,, 
s/111 bo .J.lL.._ port altho grou pR>dudlon 0t tho m111<11 voluo -tol. II thO OI)OOn altho - althO ... or tho Commiulonot a1 tno Gonorol 
Und Of'rtce. auth vaJuol to be oetermlnld by 1) cr.~ potted P'k:*. pk.- pr.,lum, H eny. ott.recl or p.kl for oil. c:oncHIII"'Nte . distllate, or OO'I4If 1Qutc1 
~. rnpec:Ovely, of • • •lype and gnrAty In h o-n--1 •,... """'*• ptOducad and when run. Of 2) the~ rnM..t pr1ee 1hereof ottwec1 or 
pold In tno gonwot 1111 _. pn>duCod lllld....., run, et J) tho grou"""'""' althO ..to-·,...._.. it tno ---· L-og<-11\11 bofor1 
ally OIJ producad from tne ** ptemisea b tOld, UHd or proceued In I p&.-.t. lt -Mil be n.n fr" of cost ID IN royalty OOM"W'' CI"Wough an aciiQUite ol 
and oas .. ~tor ot c::onv.ndonlll type, or octw eq\llloment at leatl u elfldenlao thet .. iquld ~ I'ICO'IfW'able fl"om 1M 9U by auct'l meana 
¥IGI be r ec::overed.. 1"he r~ent 11'\aiiUd'l gas be M'l D"'"'UOh a seoaratot or OCher 4IQI.Apment may be Wlllved, In ~. by !hot royefty O'Wnlt'l upon 
suc.h tenn• and condiiSons •• ~ prft0'1be. 

(B) NON PROCESSED GAS. RoyaKy on W¥f gu (lnduoJ'Ig n.w.d gu) • ....nk:h Ia defined I I .. hy(itoc:afbonl end gaMOUt &Libstancu noc 
doftned II ol in -lg<lph (A) .-. . ..-1rom ""Y-on IOid tond (P<Oplll Of'O'Idod heroin"""' f- to gOI -In I~ lot 
tno oxndlon al ~. ~ hyOrocoltlono Ot- proctudl)..,.. bo 14.__ port al tno gowo """'""""'Ot tho m ...... voluo -ool. 11 lho 
option or ct. ~ of lhe d Ot' lhe Comm~ crllhl ~ land Ofl'lcAt, auc:h VW. ID be bii.Md on e. hlghMC madlet pttce p.ad Of otfw«< for 
ou a1 oompatlble quol!y In tno QOt*M oroo -· ..-lllld ""*' "-"· « tnoorou or1oo pold Ot olfOteG to tno pn>ducar. -•Is,. orutor. 
provk1td INt the !TlUknt.m pt1ll.ll.l"' bN4i .., mMilling the gat U"dw H1 leas• sJ\11 not I t any *ne -=-ed t4.65 pc).l'1dt pet ~ i'M::h aosoM.a. 
al'd 1he atltld.O biN tempecaua hi be: Jbry (eo) d...-F~. ODifecloriiO be made fof pr ... l.n according flo &o,M'1 Llw, er"d kit aped5c 
fl'lvlly 1o::ordlng to tut> mode by tho 8alll><A MeCt>od 0t by thO tMOt-moO-cd al t.ltlng being used by tho- It,. !Ono al tostlng. 

(C) PROCESUD GAS. RDyo!ly 0t1 ony gos proc;osNd k1 I - plant 0t o- olant for tho f'ICOYO')' al go-.o Of o- -
~ lhaJ be!&._ part ot tM residue gu-"" e.. MQukJ hydl"oCarbbns exnct«< 0t lhl mll1c.et vM.Mt thweof. al "'- ootlon of t'le owner 
or the 101 or 1M CommiWoner of lhe C..,.,., Lard Oftk:e. AJI ~doe r....-. aha., bl baNd on one ~ petCit'll (100%) of 1M total p.n~ 
~ of residue g.t auributlbte lO oes ptOduced from lhl1 le .. e, W"ld on ftfty P"''t*''l ($0%.). or thll ~ KCt\lllng 10 Leuee, ~is the 
great.,. al "'" to!al ptone prt>d\dOtl al ~ nydrocoRlonl 1tu1butabl1 to .,. gu .,.- 1rom thlo looar. Of'O'Idld 11\ot M - hydrocorl>oru or1 
riCOYtted trom oas processed In a plant in 'IIINctllu.aM (Of ltl perent. a.ublkllaty « arr.iata ) ~.., .., ... l. u.n h pe.rcent~ge aooetcabl• 10 tiqud 
hydroc:orbons snd bo ~fly '*""'' (50%) or tho ~~ pwcont OCCNing to • ~ Plt1Y procosllng goo ~ IUCh ptont ..-.d• 1 pownslng 
egreemenl negod.iltd •I ann'tlengtn (or If "*" I• no • uc:t'IIN!d p.t~, lhe h!ohe•t ~ lhen bljng ~ed In proc:etalng agr.-n.,lS or c:onnas In 
the Industry) . ....nk:heverls f'l• grwlat, Tha t"Pedh'e roy.hl• on re'~Jdue oa• lncl on liQU6d ~she~ be dettnnlntcl by 1) thl highest mlt1l:;el 
price pak1 or offered for any gu (Ot IQould ~) of compara~• queliry In h ~arM, or 2) h ;n:.s price p.Jd or o"ated tor 1uch reM!oe 
goa (Ot tno wo/ghlod 1v.._ QIOII •oiling ortoo 10t tho .-poc1lvo pes of IQul<l hydrocorl>ons). - .. II tno gr11tw. In no ovool -... INII 
the rora'11Q paya~e unc2w thla pate0t11ph be less lhan the royalties wnktl ~ have been ttu. f\ad the g.s not been proonaed. 

(D) OTHER PRODUCTS. Royolty on - blodt, IUiplu 0t 1ny other pn>dudo produCed 0t m1nul1c:IUI1Id from gu (o,.,.,ttng ~ 
hydrocort>ons ) ""'"""" 101d gil bo ·caatngl>lad; 'rJty: or ony other gu, by lnldionotlng, l>lmtlg or ony •- pownolng lhll bo ill_ port of 
the grot• produCtion of such produett. or C\1 merke l value tNteol, 11 the opUon of the owntt of I'll foil 01 the Comml~ of tne ~Land Offlc.e. 
•ueh matht vah.le 10 be dalemllned •• ~: 1) on the ba&la of lhl highest matkel price of Nc;:t, product for the Nme month In~ tuch product Js 
produced. 01 2) on \he blsla of 1ne average Of'OSJ uJe prk:e of Nd'l procuc::t rot Che same monan In Wlk:h aucn procNds ere ptOduOict. wNctlewc I• tne 
grntor. 

5. MlNIMUM ROYALTY. Outing arry yur 8ftef the e)Q)QIIorl of the ~mary term of lhls ...... H lhls atatels maln\Mned by producbon, tne 
roytatl.s paid under rN• IMM .., no event WI be leta then'" emoun\ ~ to lhltotM •"""'* delay~ hlnin ptOYkled; ott'Mt'Mn. awe at\al bt 
due and payable on Otf btfOte the test day of IN month tueeeedlng the anrwveraary dJ~te ol this l-ate a a~.m equal to 1ne IOtal annual ren~ leta th4l 
amount ol royatUe1 ~ during the precedlng yur. If Peraograph 3 ollll• ._,e dOes not spedfy 1 d~U!y rental emounl then for the purposes of 1'111 
pa~ph. lhe d.&ay renllllmGI..W'II ahll be one cSobr (S1.00) pw ac:11. 
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5. ROYALTY IN KJNO. Not\ooftlhstandlng any other provision In tNt least. 11 I ffY tme or from dma 1o time. lhe ~If of \he d or the 
Commlsslooet of tM G.nerel Land Otftce m1y, 11 the ~tion of litnor, UJ)On not len than Jlxty (eo) diYJ noUee to lho holder of N laase, reQulr1 INI the 
peymenl of 1ny royallfet aCC1\,IIng to such royalty 0¥o1"1et \onder thlsleau be mtde In kind. The owner of tne soW a Of the Commissioner ot the Genetal 
Land Otnee'a right to take Ita royalty In kJnd Wll not dlmlnlsh OC' negate"' ~et of lhe d's or the CommluloMr ol Cha Gonetal Land omc.·s rfghts 
or Lessee's ot>Ugatkx'ls, ....nether e~en or Implied, under this lene 

1. NO DEDUCTIONS. LHI .. ~g<ets lhol all royaldes I<O\IIog undet lhls lean (lncludlng Olooe polO In kind) shal be .. fhoul deduclJon tor 
Ulo a>sl ol prodl.dng. galt1011ng, sl011ng, seportllng, .......... d011j'droUng, oompreulng, proee.,lng . .. "''JC)tllng. and..,...,..,. making.,. oil, gao and 
other products heteunder rNdy for aala or uu . Latee agren to compute and pay royatUea on the grou vaNe rec:eNed,l~ any rambt.nements 
for sevnnce taxn and produclon r•ated costs. 

I . PLANT FUEL NID RECYCLED GAS. No royally w n ~payable on ony Qll 11 moy ttptOWIIINtl6<so' l Pt<>portionoto lho<e olany !vel 
used to proeass gu; I)I"'doeed n«.undtf In any ptOCMslng p(anL No!'Mihlt.tndlng any otner provlt6on of INIINN , 1od ~oct 10 U'le """nan conHnt of 
the O¥lfW of the sol and tne Commtu kN'\« of the GenfM"IJ Land Office, l111e. may rtcyde 011 b 011 tift pull)Otn on Cfle leued Pflimllet or for 
lnfocUon \nto any ol or gas producing form1!H)n uoderlyfng the ~J.cf Pf..,laes 1ntt 1M tiQuld hydf~ c:onta\ntd In tnt 011 hive bMn fen'loved: 
no roy1ldH shaU be PIYibtt on tl\t ftc:ydld oa• until It 1s produced and ldd or used by LasJH ln 1 mamer ~ ~UtfH the roy11ty O¥oOerS to 1 
n)yllty unclef lt1lf, , ..... 

I. ROYALTY PAYMENTS AND REPORTS. ASI roytltle:a not tt.ken In klod thai be~ 10 tne CommluJon« of the Gen«IJ Li nd Office I t 
A.uatln. Texas. In lhe ~no m1Mt1t. 

P1ymen1 of royalty on produdlonol oH 1nd g.es sNI oe u ptO\Itded irl t'M rules aet tonn ln tnt Tua1 Reo:)ster. Rt.la c:urren\ly Pf'O't'ka U\11 roy11ry on oil 
ts doe and must be rec.eMd In the General Lard omc:. on or before lhe $1h d1y of lhe teoond month I4JeOMding W\e month of Pf'OOUC;tlon, 1nd royahy 
on g.as Is due 1nd mutt~ fecllved In tht Gonetat l ind Of'lka on or befora tnt 15th d1y ot tht MCOnd rnoncn aocc.Mding u... monan o1 proc:Juc:tlon, 
1o::omparJed by the stl\de'lft of tM cw.ner, menaoer or oiler 1uthoril:ed aoenc. cxxnptetod In the tonn and mamer presc:nbed by en. Gener.l Land Oti"PCe 
tnd shcwMg the gross amount end dltp01ltlon of .. ok end OM produced and tht mlltl:et Vl lue of tle oif and gas, IDOl'* wU:h a copy of al doalments, 
recorda or raportJ oonftm11ng tne Q10N productk)n. dlsposlOon and matbt value lnduOing ou mM8' reedlnga, p6pellne reoefpt.a, QIIS Wne rtcelpq 1nd 
other c.hedc1 or memcnndl ot amount produced end puC CniO ptpe(lne-s, tanka, or pools afld OM lnes or gas attngt, 1nd ertt "*' r~ 01 records 
<MVch \he Genent Lind otlk::e may reQUifa 10 verity the grou production, dtspottdon end market vtJue. In eJI Cl ... the auehority of a miNgOt or aoet~l 
to act tor the LenM herMn mual be ft!ed k'l the a.,.,_. Lind ome.. E1c:t\ roya rty J)lyment thai be ec:c:omJMtrJed by • c:n.dt stub. schedule. 11.n1m•ty 
or Olh• remktenee 8dVIc:e thovttng by thtleatJgned Gener8l Land Offl<;e f•H number the amount of royalty being pMJ on Md'l...__,e, If LHHe ~ys 
Na royalty on or ~. lflirty (30) dayt. after 1M f'OY•ttr paym_,. w.• due. then l"s" O¥I'H a penalty ot 5% on I:N royalty or S25.00, ~ Is 
gtNtet. A royauy ptyrnent wnlerllt ovet thirty (30)dl yal• t• .,_,. .ocnHt • J*Wit)' of 10%04 the roy•try due 01 $2&.00 ~ .. O'Nt•. In • dOitlon 
to a penalty, roy~RS11 lhall accrue lnter• t 11 • rete of 12% per yur. auc:h lnt« .. t ~• begin ao .cave 'IJrlhen lht royalty ~ sJlt1y (80} days ov.OU.. 
Affida\ltll and suppotdng doc:umenta....tlk:n l fe not ftled v.tten due shell )noJt 1 penalty In an •mount ut by the Genettl Lind OMcl' admJniJ.Irllive rule 
~ ._ effedve on ltll dale 'tllltlon tne 1f'l'kla't'tts or tuppCH'tlng dOCuments 'Nefe due. T'he L""" thai bMr el r~lty lor p1ytng 01 caualng 
roy111les to be paid •• ~by ltlt ou. dlt• pt'O'Aded rwe&n. P•ymet'lt or IN oeMnquenc:y ptane~ty 11\aif In no w.y ~tt to prohibit tn. SLit•·• 
rtghl of fort-'tur• 11 proWSed by lrN Mt IC:f. to poe'POf'le the det.e on 'M'Ik:f\ royaJU.. oww• oriofnl!ly clue. The •bov• 1)81Nity prov\J6one aNI not •WIY In 
cases of UUe dispute 11 to ln. Stat1'1 portSon of the royalty 0110 that proJ1Son of the royaltv \n dispute 11 to fal( marltet vak.Je, 

10. (A) RESERVES, COHTIIACT3 AHO OTMER RECORDS. Leta .. aNI aMU&~Y 1\mah one COmmlulone< ol one Gonerall ..... OtrK;. 
~th Its belt possible n Um1t1 of~ and on roserv• Ul"''dertyyng ct'llti•N 01 atloCible to ht lu.H and WI fumlsl'l said Commln klnet 'Mth copies of 
an conlflc.tt undw ~ on It .old 0' ~tad 1nd II tobsequenc agreement~ and amendmenta 10 suc.h ~C\1 ¥11ttNn lhWty ( 30) d1ys after 
entering \nlo 01 mak.lng such connctt. IIQIMmtntt Of amendments. Such conncta 1nd agreements ....nen reeefved by UMI Genera& Land ()1'1\c:. .t\11 bt 
htkl In conl'ldeoce by M Genn LIM Otnce ....-... othtlrwtM auii"'IOtl.ed by LeuM . AI om. contracu and r~t P«\\Wng to the ~. ....... 
uansportatkx'l. sail and m.,-ketJno of the oY It'd g.u l)tOduced on aakl CHetnltea,lndud!ng lfll boob and •ccouncJ. ~end dlact\afges of al wens. 
\Inks, poott , mete.-s. 1nd p&pt!Nt lhl!l 11 11 tim• be aiJbtect to tnspecl)on 1nd uamiNdon by the Commiulonel of lhe Gener•l Lind omee. N 
Attorney General, the Govemcw. Otlht IIPftsent.ltive ot any of lhem. 

(8 ) PERMITS, ORllliNO RECORDS. Written notice of 1!1 open~ on INt ... ,. JMI be aubmltted to the Commln'oner of the GeneraJ 
Land Oi'ftce by LatiN or QPiflltol ft'f'e (5) Olys betole spud date, 'NOt1!.ov«, ,.....,rt, ..,portly 1Nndonmenl 0( !)tug end abet1donmen1 ol any...,... 01 
wells. Sucft ....,.,nen notiCe to 1M General l end Offk.e shell tndude copln of ReAro.d Commlulon form s tor •pp(QUOrl to drtl. Coplft ol Will tests, 
com~et!on reports t nd pluggCng reports W I be aupphd 110 the Oenw.l Ltnd ome. 1tlht time they • r• ftlod ...,.ttl the Teu1 Raittoed Con\mls.tlon. loll 
lppik.ltions. permits, reporu Of other ftlklgl INI reference lhfs teeae Of any~ Will on tne \MJed Pf9n\IMI and ht 1,. submined to tht Taxat 
Rtlltoed Commiss ion or ltrf Olher govtWNnentat eg<oncy tNfllndude the word ·st.ate•ln lhl dtle. AddtdoniJiy, ln eoc:ot'd.nee 'W4tn RaKtoad CommluJon 
rUes. eny sJgnage on tt\e len~ Pf~Stl tor the Pl'POJI of k:tondtytng weils, t.lnk banefln 01 other •saodeted lmpt't)'f'ttnents to ltle lind must also 
tndude tnt ¥oOrd '"Stile: LIIIH thalt tuppty lhe Glnerll Lind OMee ~th afY't records, memoranda, IOOOUnts, tifP'CMU, a.rtdngs and COin , 0( olhef 
lnloonadon rN!fve to Cht operaUon of the aboY&-dnalbed premises. Yr!Nd'l m1y be requested by h Oeneni Land OMce. irllddllion to thot• hertMn 
expressly PfO'Ad~ lor. LHJM shllt havt an electrical andla radioactivity ,....,...,. made on tnt bcwe-hola sedon. from the btae o• tne IU'fac:e ca&lng W 
ht to !.II depth ot ........ of •• ...,.a, dntlld on the ~e dnerlbed premiMS end a.NI1 1ten11nll a 11\Je copy of tne log of Neh IUI'Vff't on eaCh wel to Che 
G~netal lind otl\c.eWINn ftfteen ll5)daytatter the m•klng of aald aurvey 

I C) PENAL nes. Leuee shll $nQK • penalry 'Nhenover reporu, doc:u'nents 01 od'\et matlrials are 1'0l Ned \n the Geoervlland Oft\ce ¥otlln 
due. The penalfV tor llle Aang w• bt ttl by tht General Und 011\ce ~lnlltrw~ve Me~ Ia effedtve on the dar."""'*' the mal~• wert dol 6n 
the General land Offlce. 

11. DRY HOLEICESSA.TtON OP: PRODUCTION OURINO PRIMARY TERM. If. dut1ng the primary term l'lereof and Ptkw 10 dliCOVery and 
productioo of oil 01 gas on .,.kt \Ind. l tUM ahoi.Jd dtiU • dry hole or 1'10111 thereon. 01 H OUrino the pllmary lerm Nweof and af'ttf N dlt()OVefY ancl 
actual production of oH Ot gas from !:hi leased prem\101 loUd'l production thereof 6hould eease from any cauu. lhla loa•• thai not termlna~e it on 01 
before the ell;)lratkln of sixty (eo) days from dill of compladon of s.akS CSty hOte Of ustltion of ptOduc:;don LeuM cornm~ additioNi driUing 01 
,..,.,ortdng opentJons r.reon, Of p.ys 01 tendera the nextennuiJ d•sy ren\11 tn 1M N me manner as pro"'¥'tded In lhlJ IMse. It OUMg trwt 1111 yew 0( Lhe 
primtty term 01 'NI!Nn &Jxty (eQ) oeys pdor therato, • dry hole be comiPftlod and ablndoned. Ollh• ptOduCdon of oU OIJiiiS aholid ceue fof I ll)' ctuse. 
Lesaoe's rights sf'\11 rem1\n In full force 1nd eff.ct ..MthOul tur1her ~allons until C'\1 t)l)k'IUon of tN prim1ty term: tnd It lenee hla not resuned 
prOduCtion In p.~yino Quendlias 11 tne elq)katlon o# the pr'lmary 1erm. lesset may mtlnttltt this Ieese by c:onducdng additional dr;tllng 01 r~ing 
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optr.tbu p.nu.amiO PM~ 13, using tne •~mot thfi p!imary tenn •• tM dete ol OHsabon of pnxSudlon under Paraor-pn 13 ShouAd the firs.t 
'Nel or any subsequent wtl drihd on tho at:IOva CIHC'rib4td l.tnd De complllld u 1 al'lut..., ol or ;~s wei 'tllttr*'l 11'\e pnm..-y tenn hereof, Le.un may 
resume Pl)'ment ot the annual renlllln 1n0 same maJ"nef as pnMded herein on 01 before the rental PIY"'9 date lolowing the ell;)ltadon or sixty (60) 
cays from the date of comple tiorl of IUCh &hut., ol or Q<tl ¥rl'll a nd upon !1e t.Jk.r'e to meke such payment. Ills leu e shal ~ feeto ttnnlnlte . u at tM 
explt'IIKH'I of the primal)' tenn or any time th«eah• 1 ahut·r. oit or gas.,.,.. .. be.~ led on ~teased Pf~lsn. Pl)'tnents may be made 6n ltCCOfdence 
...with the Jhul-in provl.slonl heteol. 

12. DRILLINQ AND REWOAIONQ AT EXPIRATION OF PRIMARY TERM. II. al ""' oJ<I)if2tfon olltle prtm"'Y conn. nel- o10 no< gas Is DOing 
produc.ed on uld lend, but lasse• • then engaged In cHln; Of rewortdng oporwUOns tnereon. thfs lu H aNI romaln in tore. ao long 11 ooera6ons on 
aalcf ~or tor ~inQ or ~of any addtiONI.......U. .,, protecuted In good tt llh erd lo ~anWke mtnner wlnout tntenvpdons totaling more 
cnon o!xcy (110) day• d<.w1ng 1nf one weiiO!*Otlon. oncl II cnay reslil In lllo ptOd\ldlon ol oiO andlo< gas. 10 long """ooftet 01 o10 andlo< 001 It I>'OIIuc:od 
In Pl'yfng QUOnl!lleslrom Nldlond. or poymont ol shut-In ol or got well royaltos or ..,..,.,_,..,ory royallies II made u provided In !Nslouo. 

U. CESSATlOH; DRIUJHO, AND REWORKIHO. If, illllf fill t~W1ollon ollho prtmiiY lonn, I>IOIIudlcn ol o1 or gu 11om 1ho lin ed 
premlsn, att• OI"'ICe otKIIMd. a.hoi.AcS c.ue from any cause . f-11 lNH WI not term!Mte If L .. tee commenc:et addltionel ~ or r~ 
_.lions v0111fn tlxcy (110) doys oft« well ootu llon. oncllhllloaM thol rwnaln In M 1o<co end olfoc:t lor so long u well _.tlono oonc1ouo In 900<1 
~th and In ~~~ m.,._ v.tflout .,t8m4"dons l)(alrlg more "-" a(xty (60) de ys. If aucf\ dtta"lg 01 r~ operattor. '"'-" In the ptOdudjon 
of oft or ou . d"le ~aae .,... remain en ful force end etftct tor eo too; as ol Of Qll It produced from Ill lela~ prwnfses In ~ ~ or pe)"'IMN 
or lhut., ol or g.~s well royahWt or ~~of compenwUy ~" la made 11 pnwtded ~or • • I)IVYfded by lew. If lhe dttiWig 01 ~~ 
operallons resufl In ltlO oomplollon of a )'01 11 a Oty l'olo, 1ho lotto IMI not oon-niNto W r.o l .._ a>mmonc:es oddillonal ~ or r--'<lng 
_.lions "'lhln tiXIy (I!O)days ollor ltlO oomoletlon olltlO- u a «y hole. Ol'd INs toaso,.... romaln In ofloc:t 10 long u L--con"'""~ or 
rewortmg oper11tlonl. In good takn lt'ld., • 'I'IOI'Vnanlib m.-vw Wf'O..~ ~tiJII'n.C)doN totaling more \Nn .,txty (80) days. Ln._ an..a ~· "Wrttt.n ~ 
10.,. Gonoralloncl Ol11co lolltlln "**'f (30) days ol ony ...... - ol.,..,..-. 

14.. SHUT·IN ROYALTIES. FOI P"'PPHS at tift ,..-.graph.~ mMntllf'l'1wel D\11 N .s bMn auJgntd I._.. nurnbet by the Jtate -oency 
Nw,g furtsdic1Son oYer lhe ~ ot ~and gu . If. et ""Y time aAet I'll o;plradon ot the l)(lmwy 'erm ot • lq.M lhal U"'IS being st'IJl ln..,.,~ 
mllnc.lnod In 1o<co lind o!loct, • - -"""' ol produdng ol or ou In poylng ~ .. b localoG on ""' loosed pnmiMt. bul o1 or go• 11 not boong 
producacl tot tack o1 Julta~ production fac:il~ 0t lKk of a Ntabfe m-"tt. then L1111" may PlY 11 a Jhul-ln ol or OU roylfty an ~ equa,t to 
~· n. ann.Jeil rtntlll ~ In lhe t.ue. but noa ...._ than $ 1.200 • year tor each ....,... capable of producing o1 or g;aa In peytng quenlhiu.. If 
P"'-o<aph 3 of ffl louo - not "99dfy • clolay rtt~IOI amount. cnon lot t>o putpOSOI ollhit -ph. ltlO dolly rontol amc.nt- boone dolar 
(SI .OO) per oo-o. To bo olfOdlvo, ooCIIInlliol thul-ln ol or gas royollymuol bo pokl on or boloro: (1) ltlO o,.P..Iion ol ltlO prlmory .....,, (2) eo days a~er 
the l.lnM CN.IH to produCe oft Of gil from 17M ... ltd premlMil, Of (3) eCJ dlyl arl. .. l ...... c:otnpl ... 8 ~ 0t ~ GPe'11*-" h1 ac:cordance 
Ywtth theiMM provitjons; ~-dale It ll t• L Suc:tl peym_,t 11\tJ be made one-half (1f2) ~the Comtniubw of !he~ Lind Offtee and on. 
11011 (In) 10 lilt .,.,.,., of ""' d . II 1ho shut-In oil or got royally II pokl, lilt loo10 II\ID bo consldetod 1o bo a produdng 1oue and ""' poym"" shaft 
eld.ntt lhe l10tm olti'WI -. •• for • penocs of one yMI trom tie .nd « ~ pnm..-y t.rm. or tn:m the lnt dey or the month fo4~ !hoe month In~ 
prodUdkln ceaHd, and, tft• that. W no aultlbloe ptoducllon tadfldn or aultable m1f1iltC to- IN ol or 011 eJ:Itta, leuM may Ulend nt kt.a•• for four 
mor- aucc:.s&olve period• of one ( 1)yw by J)lylng the Nme lmcM..I'\1 Mch "'""on or befot'e tne exphition of N ch shut-in yMt. 

15. COMPENSATORY ROYALT1E.S.I1, d\M1ng lilt porlod ltlt leaH lo kept In '"oc:t by paymon< ol""' t/U-In ol or gas rvyafly, oil orgoslt 
to6d •nd deUvefed In paytng quantltloes from • w.tllocated ~ on. lhouMnd ( 1,000) fMC of the ~ premlnt and completed In Dl• N m• proouc1ng 
res i!I\'Oir, or )n a rry caae ., ¥INch c:ntnaoe lt OCQJfTtng, l:h4 "'N to COI"IGnue to maltuJn en. , .... b)' peyWlg "-lllut.fn ol or 01• royalty thai c:wte. but 
1M ..,.,. lhiJJ ~aln etttcttve for the remainder of the yM t tot ~ fle fO'(I t('f "-• bMn palct The l "'" may m.PUJn Ill teue tor tow more 
suoceu tve yurs by l asH paying oompetUIOiy roy.ny a t O'le royelry 1111e pn')'ltcled In tnt ta.ae of 1\e ma rket ......,. of pn:tduc:llon from 1M wei causJng 
tn. ~ 01 ~ • ~in lhe MtM produdng ......-YOireno....,.,.., Ol"'e' ~ (1 ,000) IMC .x the ... Md prarnle ... The compeneaLOry 
rvya11y Is to bo pokJ - · ~ (112) 1o ltlO Ccm- d ltlO O..Woll..ond Olllco ond - (112) .,.,. - ol t>o d . begiMing on or 
before 1ho fall doy olltlo moncn fclooooo4ng 1ho mon111 In ....tolch 1ho ol "' gao Is produced 11om ltlO - couU-.g ""' .,..._ or 1hot II oomolotod In ltlo 
aeme pt'Oduc:ing r-.terYCik and loelttd ¥14'*'one ~(1.000) leet of ,. .. , Nd pr..m..., If cn.com~tcwy~typllk:l lnll"f 12~ poeriocS 
ts an am<M\lleu 1\an h ~ .nut.tn ol 01 011 ~. L .... Ifill pay.,.. lfTIOUnt eQUoal m ""- dltr....-.ce -.t'*' D"*1y (30) ~ f'rom the.,., of 1M 
12·rnonlh ~ Ccmponutooy royally paym.,.. ....tolch .,, nocllmoly J>Old.,. ocavo ponotcy ond .,... .. , In~,.., PlftO'II>II 8 olcm 
len ... Nooe ollt'HtM l)l'tMslon.l 'lll{lt ,......... l nMI of lhl obDgadon of re-a.or\lb6e development nor fte ~don to drtl olttet.....,. • • ~ In 
Teas N•unt Resouteet Code 52.173: ~-. 11 N detennnleb"'ofthe Cornmlt-"on«, olltld'tlldf\ the CornmluJorw'switten ~. en. oeyment 
of oompensaiOt'; royaltln c.tn .ad.sty lhe oalgetiotl to ~ ottwt web. 

IS. RETNH60 ACREAGE. Nollol11$londlng ony provWon ollhllloaM 1o ""'a>nnry, aftor a-proclUdng or capablo ol prcouoog o1 or 
011 hiJ been comP'etlld on lhl leased pr.-nlH• • ._.. ... tN.I IQt'Cise the ~ ol • tNIONbty pt\ICMnt OQtQtof In dtllnO suc:n aodiionaf .......B 01 
~"' m1y be rusonabfy neceuary tor the PI"DP'W devefopmenl ollhlluatd ptemlsoa and r. mettl:ltlng lhl ptOduclon ltwton. 

(-') VERncAL. anN evenc INs leaN ll In force and eft'ta hW (2) )'Nt'lafter ln. explniDon del• ot «ne primwy 01 •~ twm h WI then 
lttmiNt• 11 k) 11 ot lhe ... .., premises , EXCEPT (1) .tO ec:tn ~ uc:h oil._.. ca~bft of producllng In peyfng ouantldel and 320 •ere• 
•urroundlno oaCII go• - copoblo ol ptOdudng In poylng quand'i11 (Including a shul-11'1 oiO or gas - u provided In Paragrapn 14 '*-DI). or • -
uQOn loi1ICII LOSHO Ia lhOn ongagod In conllnuouo ~ 0t ...or1<lng .,.....-. 0< (2) lilt nunbo< ol acno lndudod In I I>'OIIuclno ooolod 1M 
purau8ntl0 Tn11 Naunl RHOU'ces Code e2.U1·52.1S4, or (3)aucn Ofll* 01 ~ runbtt of acrn 11 m ey '*'be • located fOt prodUction 
JUPOIOS kJ a proradon un11 tot Md'l IUdl produdng ~ l.ndw tht ru1 .. tnCI rtQU&Itionl of lhe R...,_. Commls tJon of Tuae, ot •ny tueceu or 
agency, or other government~! IUthortty hiving )uttldlcCSon. If 1t llft"J Um• att01 the ef'tecdve o.te ot tne patti .. t.mlnaUon prcMslons hereof'. trMI 
apptleebHI field rul'ea . , . Chlnged or the~ Of .....nt localecl th«.on .,. flodaJJifted 10 tNt leu K:rU91 It therN ft« enoc:ated to aa1d well ot -....Kt lor 
production purpotll, lhl1 IN1e .na• \heteupon t.-rnlnlll 11 lo 111 aa .. ge not ltler.•fter etlocele<l to 11'd well or welt tor produc:tion purpose s.. 
Nollollllalandlng ltlolermlnatlon o111'ois iN .. os lo a por1lon ollllt lards oov«od horoby, L- Jhll -.a con....., 1o """'lilt right ollngreu 
to 1nd e.gres.s from the Iandt t ill! subject to lhll 111M for e l purpoMt Cl• actlbld In PlfaOI'8ph 1 1\et".ol, loQ""* with euementelnd rioh~ ...... y tor 
elda.Ong ro.ds. tJdttinQ ~ ana olhet eJdttlng fadlhtn on. ewer and ecrou ~~the IWt d.-,aibed i'\ P..-.gr.ph 1 hereof~ tet.ltned tends*). lot 
ICC.St to and from the r~tta.,..; lll'ldll.nd fot lhe g.atnerlng or ~don ol oil, g•• end other mk'\etals proc:kJc»d ttom lhe r-at.alnecl iands. 
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(B) HORlZONTAL.. In Ule event lhls lelise Is In lor~ and • tfec:t two (2) years ~tttt the expntkln da te ot Che pm,ary Ot e.dended !em h shal 
h.lfthet termW\ate as 10 aD dOQN ~ tOO feel t*ow the total depeh dnlled (herelnaf!.w "CIHPOf' Oepc,t\11 in etch well toea ted on acreage teWinod Fl 
P~r~apll 16 (A) oboYe. urlt u on 01 belOit IINO (2) yoo11 oher lilt Qttmaty 01 t l!lendt<l letm LtssH poys an amount OQUallo OM-holt (112) ollhe 
bonus 011g1Nny paJd •• consk1entSon fot ltlla lease (u spoc:ined on peg;e 1 hereof). If 1ud'l emount Is pakt ltVs leu e anal be In fotce end etfec:t as 10 
sucl'l deeper depths. and said tem"'tnetlon sholll be cteleyed fot an &ddiUONJ period ot two (2) years .nc1 ao k)ng tn«N fter u o1 or gas It l)f'Oduced In 
payfng quantltJ" from wch d eep« depths coverlld by thlll.ase. 

(C) IOENTlfiCA.nOH AND FlUNG. Th• surface to-N9e retained heteunoet as to u dl wei sha!t, a s neerty u J)flletk:al, be In the fon'n of a 
squ~re ¥14th lhe wtll belted In the centcw lhotfeot, 01 SUCh oth• shape •• m~y be IPPfOVod by !he Commlsalonef of the Geneta/ Lanct omc.. WIUW. 
UWty {30) dlya aner partt.i tennNbl of lhls Je.a• • • ptOV'(Ied herein, Leu ee sha.i1 exeo..tre and rta:ltd a raus.e Ot re&e.HI contak*lg a s.atWadoty 
~ des.cripdon of tho •a••oe .,.;tor dt'PCf\s ooc tetaloed h«wnder. TN rec:oo:ted releue. DC' • certlfted ClOPY of u me . sJ\d be tied In lhe General 
Land Otftce, acmmpanlea by the !Uing 1" prucnbed by the Genetal Land 011\c;e rules i'l • ftect on tne dlte 1ne rele~.se is r.&ecL If l*'"- fiJits or retutu 
10 u .c:ute and reoot'd suc:h ftleal8 cw r.tanes -...4:IWI '*'oty {SK)) ciiYJ eftw being rOQUMted to do 10 by the General Land Ot5ce. thetl 1'18 
Commlsslonef at hls saM disc:ndon mey designate by written Nln.meot 1he ac:rwge and/or ~ to be t tll.a.Md tw~ 100 f'KOt'd a.ct1 
lnslnmenl a t l essee's IJPWlM In ht ~ 0t counties 't'l4'liR 1M &oliN Is loelled .nd in tne of&o.ll reoon::ls of the Generlil t..ncJ ~ encs IUd'l 
do>lgnoliotfahall bo blnd»g '-' L ... M tot oK P'J'POOO'. 

17. OFfS ET WELU. N-.,. t>onuo. delay rotD~s. nor roy>JU.. oald. or to be poid • ...ser ... lease sholrelievo Losaeo oiNs ol>llgolio<1 
kl protect tho ol and gas '"*' Che •~ t.nd ll"om being ~ LesMe. ~. riC'olelver or OCher *SJ8int ln CIOntrOf ollhe iuUd 
premls• shal drtl as m.ny ......, es tM flc:tl may ;,stlfy ana ll\d use apcnrprilte m..,... and dttl k) a deptn ~to prwent ~ ~ ot 
ol and ~s from the !used premiHs. In ackftton. H ol ¥'dfo( gu ~ be produced n commert.W QUindt* ....CI"in 1.000 r..c ol i'MI ..__, prernkel. 
cw In Vf'f o se where the •Met prem~ Ia tMing drained by produc:t:w. ~ ol 0t gaa. ln. t.es .... , ...,.., ... f'8iOiiver oro..,., aogerw In control of IN 
... , ed premises shd In good t .. Ch ~ the drilling at 1 ~or ~s upon lhe leiMd ~i•es '1114t*t 100 d.lyl el't:er t.nre ~well or wtllfs or tn. 
w.a Of .....a. c:cm~eo ""thin 1.000 IMt ot the •Nd prwnlus •tart ptOduono ., oommeteiaA ~and thai pro.ec:ute IUCI'I ~ 'llllitn diligence 
Faikn to satisfy the mtutoty oftH t obllgalkw't may .II.A)ject lnls ~,. and the CJ'IiW'Ief' of the sclra egency tignts to bteitute. Onty upon the dotWI"'W\\IIOI'I 
of the ComtnlsaJonet of tne ~ l..ar.:l Otftce and 'With tQ ....ntten I PPfO'YII may ,.. payment of oompens.etory t'O'fl'lt)' U"'der aPP'eaOf• sta tutofy 
parameters u tlafy the OOUQidon 10 drUian offset ¥40 or weMs t~ed \Mldet this ~ravr-ph. 

t il. fORCe. MAJEURE. It after I good tal1n efb\. l essee is pr .... ented from oomptytng \11114th ~ exprM.t or lmpbec:J COYenant ot lt'lla leasa. 
rrom conducdng c:SttiMng opereb\t on lhe leued premls•. or trom produdng ol or o•s trom the leased preml .. by tMson of Wilt, rebe~Mon. riotl. 
atrtk ... acts of God, or arry vaMd ordet, M• or regUetkln of goyemmenl a~t)'. tnen ¥INfo so preveoted , Lesseoe't obllgatSon to oompty ~th lUCh 
covenant shan be auspendld and l eu .. t hai not be labl• lor damegos fot talkxe to comply ~th suc:n c::cwenam.: ~tionlly, RNa te.ue W d bl! 
•xtended 'Nhil:e l n ... ., l)ri'Vented. by eny auc:tl ca&.~~l, f'loom ~ ~ al"'d rCP'I'lOftr.Jng ~b'll 01 trom procSodng ol cw gat from 1n1 ._,,ed 
premises.~. nofW'Ig In ttis e>at-or~~Pf'l shal JUJQend the paymenl ot deUiy rltrtlls In Otdet \o mliniain Chis INu i1et1ect duf1ng h pnmary tetm 
In "'- abt~ of JUCh drilli.og or r~ operatioN Ot proctuc::llon or ol cw gas . 

1t . WAARANTY CLAUSE. The owner of lhl soU ~ta end agrefl to defend ti!M to \hti laNd P'W"....._ tf the O'WMr oC the 101 CS.II\Ats 
In pt~yments O'W'ed on 1n0 '-sed pnmts• , IMn LeuM mey red..,._ the rtgnts of tt'tl O'Mlef ~ hi aolln the ... .., pc·emiNI by peyW'Io atrt mot1ga911. 
tiJ(II or OCher hr'll on lhl leased oremiNI. tf Len" m•a Pl)'mel"'b on t>ehe.lf ot ne owner ot the 101 U"lddr CtQ ~ph. LHHe m•y riCO'IO' N 
cost of thiH paymenta from ..._ renlal end royeld• due N own« oi tho 101. 

20. (A) PROPORTlONA~ REOUCTlOH CLAUSE. tf Che OY«l« of Che sol O'tJioiN ... , INn 1he ~-- undf'oAdl<t IWtace estate in fle above -lond. --01' noll.oo- "l lnttrtll la lpocift«<ho<Wl. It*>""~ ond ranlll horaOn i>RJ"'dod 10 bo pold 10 .... - oiOio ........ 
be paid to twn In 1he proponion 'fiiHch ton lnt«nt buR to 1M Wl1h lM'ldM6ed swfeoe • tete wd h rvyWti• erd Nntal lw"eln ~ 10 be pMcS 10 

the Ccrnmlss- ol ... - Unci Oftk» cf ... SIIIO cl T .... - bo 111<.-IM propor"ilcnallly - · - " · bo!ono L ..... "'*"II "" 
royalty or rwUI due to 1\e ConvN..._. ot the G4neral Lend Oft\c:e, LftMI 01 his ....choriz:ed f'tiPI'...,.,.I:Ve muse suomil to tne Commiss.oner of .,. 
General Land Office • wrln~ •tlt.m_. ....tokh explains the diiCfiC*'lC)' ~ Che lnt.,..,t Pl'PO'tldt)' \uald ur0er lf'lh tena and "" ~ lnter .. t 
""'*' by.,. """"' o1 "" loll. Tho CCmmt..-c1 "" GenoraJ Unci Oflfco INll bo pold """""" "' "" ..,.,, produdicn lllccablo 10 any U'dMdod 
lnleru t noteovorldby alelu. lou lilt """""""'"'" d.,Oiol>'nontond orocsuatoncoolllocllllt IDIUdl'-"'CCMddd tn"'osl -or. In no-­
N Commiulonw ol lhl GloltaJ Lind Offtol receive as 1 royalty on lhe gross l)fOCiuctk:M't docllble 10 the undtv\ckd Wer• t not ._Md an trtn<M..ft less 
lhen the velul ofor'l··sb1Mnth (1/18)ot suc:l'l ~· production. 

{B) REDUCllOH Of" PAYMENTS. If. cMfng tn. primery loon, 1 pot16on of the 1and t:OV'Ifed by thts ... H ts lndvded -...(INn It'll bouncl~r1n 

ot a pooled Lrlt !Nit has bMn eoproyed by the School Llrd Soerd end the O'#IOel' of the d In KAX:InlltiCe ¥!(11"1 N1 tur1l Rn oun;'" Cooe Secdons 
52.151·52.15-4, or II. at any dm e e !'t• lhl exphtSon ot the prlmery lerm or the extended cenn. lt'i• INsa ~ • -.... runbet of Ktet than the 1~ 
emouol duatbld herein, peymtntslNt.,.. m • de on a per acre ba aJs neceunder shall be reduced eccordlng to the number « acres pooled, rtlleased, 
aooendwed. or o1hre~W11 NYWed. 10 tNt Pf)"mentl de tennlned on • Pit aete basil l.ll'lOer lhe lenni of INs la11e during etw. l)t'imaty ltrm INft be 
ce~1tld based upon the numb« of aa n outside EM bouncl:ariN ol •· poded unit. or. il aftet N el;)k'ltlon ollhe primary ltrm, U'le number of aetts 
accu;,ty retaNMd .net CC~Veted by lnls tNH. 

21. USE OF WATER. Letsee thll have U'le riQill to UN Wllllf PfQduold on s:akj land MceSHC')' b" op«e tions Ul"'dw tlis tau •xcepl water 
from wefs cw tanks of tho OMlel' ~ the soil: pttNtded, ~.,.. Less" WI not use potabfe V4tlr or \14111' IIJig ble lor UvMtock or lnioatlon cupot.a 
for waterftood operadonl: Wllf'OUI '!he prior consenl of the owner ot Ole soil. 

22. AUTHORIZED DAMAGES. LHSN sl'lal pay the own« of the 501 for dam~s CiUSed by 1\s opet'llbOna to ~ penon,JI prt~C)tfty, 
Improvements. lvatock end aops on Akl \end. 

23. P IPEU HE OEPTM. When ,_..,.., by""-ollhe .ell. L ..... - tuy it> plpolne$ below plow 001>41\. 

24 .. WELLLOCATlON LIMrT. No well and be dtiled nuror lhln ~ tu'dllld (20l) fHt to~ r"IOUM 01 bam nt:HI on s.eld pt.-n,ses ¥1llhoul 
the 'M'fnen con.aenc of 1M owner ol tn1 fOI 
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lS. POLLUT10H. ln d~eloPng ttQ liN , lM.sH Wit t»l the~ deg"H of cart .-d II proper ut.-m to prevent polu:to't. Wilt'lc:M 
lmlllng 1M foregoing, polu-'on ol contal .....clr.lr4J. Nl\nl 'NitttWay:S. riven ancl ~ed ""'t• W J ~ swwented by the us. ot contalf'Wftent 
f.ld&itfiS ltA'ftdent k) prev.-,t ~. J.Mplgl Of gtOUnd Wit., ClOI'Umb'-.\lon• In lne event ~ ~. LHIM lhll UH el means at fu clspoi.aJ b 
recao..-o all OOQ90d ~ or <>"* poiWnl end ahol bo rosponolblo for ol dorn.go to pulllc and privlte ~ ... l essee sn.~ biOJd and 
ma.ntaan 1..-.c:.es around Its ~tush. sunp, ~ cQJna.ge pfts Wid t.nk bltteMs 10 a.s to Pt'OCid lvestodc. ag.lintt lou, dam• Ot ~ and upon 
completion 01 a~ent ol W'fiJ 'NIII 01 'Nih. LessH aNI I'll and MYel d atusn pits and oebra InC compfettty dean up 1M~ site d all RlbbiJI'I 
~hereon l ouH INI. ¥~nile c:onduc:llng op«~~lionl on VMI lotnld pemtsea.. keep Mid pr.-nlses rr.e olal NOtun. cans . boCUM , ~~or garbage, 
and upon compledon ot OFI'ffttiol'\a ahel retkwe .n. a.l.ltfac.e of tr-.. bod to as flNl its orig(naf condition and contoln •• Is pr.aic.a*'· T.,.. and 
tqe.llpmtnt 'W\1 be kept l)a4nlld and presentable. 

21. REMOVAL. OF EQUIPMENT. 5\bjld to lmttl*-"a h ~~paragraph, lMIM Jhd Mw IMI right ta t~l mac:llitwy lnd ftnur.s placed 
by l oPH on lho lenod .......-.Inducing '" right., cnw ond ,.,_, callng, "'!!>In one ,.....od "'""'Y (120) dayo after tho ._lion or .,. 
torminadon of lnll lu.ll LriMI the O¥oOif of lhe 101 gtentll.,... an txlenalon olltlls 12()...dJy period. liowl¥er, lHIH mil'( not f etnOYII c::.JIIng from 
ony wo1 copabto of producing oil end g .. In oaying quorm!n. Addltlonafy, LonH may no< cnw end """""" casing until do< "*1'f (301 do"f> """'"" 
~ Ill tho Commlstlotlot ol tho Gonotol Lend OIII<AI and 10 tho _,., ol 1110 1<>11. Tho- of N 1101 ollll "-"'• N - ol ony modllnoty. 
b:turH . or c;tslnQ 'Aoftlc:h ate not rlmely tln"'IVed by leuoe Wld« the terma of tnia per.gr-.ph. 

21. (A) ASSIG HIIEHTS. Urder ... condiliono contained In 11111 .... gropll end Porogropl1211 of 1t111 Joa1o, ltlO rlghta and oststes of oi­
Pirty ~ lhlt lute mty be I Migned. In 'I'Wholt 01 in plrt. and IN Pf'Q't'4Ponl of this t.aM WI extend to and be ~ upon their hek's, ~S. ~ 
reptHentllivo, t uccnaon and lttJgnl . Howe¥.,, 1 c:htnOe or dtvllllon In ~hlp of !he land, rtntMa, or 'Willi" """" not OI"Varge !he oblig.alk:wla of 
LeUM. dlmlnlah en. rightJ, ptMJeges anb •tate• of LnsM.Impft O'le tffecdveMu of W'f'l peyment maca by ln.Me or mpak' the effecdvenus ol1ny 
ld petfOITTled by L ...... And no cNr.ge or dMt\on In ~.-.hlp of thO ... nd, rtn&alt , or toyettlH aNI ~ l "'" for 11nf ~unit U'lirt)' (lO) days 
tit• .,.,, OY«ler of en. 6oil (Ot hit helrl. oevltMI, IIQII repK8f"'llitYn « ••-'on•> 1\.mi.sn.t the Les.sM \1111(1h aa rittae&ory 'Mlnen ov'dence oC the c:;t,.nge 
In ...., ... No. lndudlng tho ortgiNI rocordod mur'lments of dtlo (or • cortlftod copy of such Oliglnol) ......, tho ........n~o <l>onged bocooM of • 
conveyance. A lOtti or penial aulgnment of ttM leta• aNI. to N extent of lhe lntii"MI N tlgned, ,...1~• end dltchlrOt L-.... of a l tUbSequenC 
obftgalfont ~- 1htiiMM. If thlt l .. u It asalgnoed In Ita emirary u 110 only J*1 of the aa-.ge, the rtgnt end opdon 10 PlY rent~lt ahall be a~ 
u between tM several ~ ,.tabfy, aocordlng 10 the eJN of each, and taJkn by one Of more of tnem 10 pay rn .,..,. ol lhe r~ sN.I not ttfld 
INa lene on tht part ot Chlllind upon 'IJrltk:h pro 111.1 r.ntalt ,,. dmety peld 01 t.nd««t: ~. If lhe eMIQrw:)t or ••~ does noc 111 a certified 
ccoy ot such ut~Qomentln the Generari l and omo. bt'tore I'MI M.1d rentl4 ~dill, the.,.._, ... at\111 1.-mlnell for leflu'e 10 ~ the entire ,..,~ 
du• l.l'ldor Ptnorts>h 3. Evry uslgnee thd succeed to aJ ttgnU end be aubJect to 11 oblgltlonl. kblldn , and pen.ald" O'Wt'd to U'le State by the 
~ "*''" or any pnot a.saJgnee of !he ...... ndudlng any lllabii1Ju 10 IN State tor ~ royaldK. 

(8) ASSJGHII EIIT LIM ITATION. NotiM"'tardng ""Y ...,-.Mion In Par.gropl127(o). K tho- o1 ltlO sol occt<Ar• tlis loa .. In-."' In 
pan by 1St9"mft W.lhOUt tne prior 'M'ftten approv.a ol IN Commts.a.k:lnef' ot 1M Gener.t land otlk:e, Chis lena lt void IS of lhl lime ot a.saignmenllfld 
1t1e egenc:y pcMet•of lhl O'Wntf mey be fomited by I'll Ccwnma..Jotw. M es.aJgrvn.,t >MIJ be lrMted •• If tl wera m.cte 10 he oo;r.nw of h toll it I'MI 
asiiJgnee la. 

(t)o nornlnHoftho-otltlo 101: 
{2) • C!OfliO"alion or aubtJdlty In 'tlllt'ich.,. O"WCW of cne dis • pttndpAittodddd., «fa 1n empaoy.. oC auc:h • (l()ff)Onllon 01 ~wy. 
(3) . ~In 'lflit'kn"' OWI'\IIt of 1M toll .. . pem. Of' ll.., ltn~ of IUCt'l. pettnershlp: 
(4) . prin<:tpelttockhokS« Of .,pqo .. ot 1M ~lon~ lslhiOIJrllnel of lhe loil; 
(~)o...-oromotDyoolna~-Joltlo_ol.,.ool: 
(8) I fkSUcilty klr 1M O'M'Wof lne aoit: indl..dng but nQC lrnfted 10 I pn:bn, W\.l&tM . lltiCUtOf. ldtnJntthtror, receiver, Of~'« for 1\e 
O¥riMf of .,. lOIII; Ot 

(7) a tomly member of tho""'* oltho 101 or rolotod 10 tho-of 1t1o ooll by montage. blood. or_,_ 

21. RElEASES. Und.- 1\e CIOf"ddonn c:cruaJned k-1 INs ~ tnd P~ 29, l •.a" may a t arry *n1 euo.o and o.ft¥11' 10 1M 
O'Wntf of 1M eol lnd pNc::e of ~ • te&M.M 0t reiMMS CI:IWring any ~or potlona of b \u.Md pt....VS.., end IW'IOy IUI'Tenc:J« hi INH I:S __. 
10 aud't pOtllon or pcdonl, Wid be r~ olal subHc:p..wll ~ u to KFMQI ~- 11.-rt pw1 olcNt iMM Is property -...r.ncl«ed. lhe 
d.Uyrontol dUO .m.trUioaiO Johallbo- byltlo-- 11\ot tho--~-,..,.,.--- ooY..-od oy II"Uiuu 
lnvneclllt.ty prior 10 aucn M.~Tendr. ~. auc:l'l ,... ... will not r .. ev. L.et.Me ol al'rf labll'liea ~may twv. ICCI'\IId ~eNs U.S.oriol' 10 the 

suneooor of sucn ea-Nge. 

21. flUNG Of AS!tGHMEHTS AHD RELEASES. If all Of any par1 ot lnl.t lel• elt. •ulgned or,...._._,, tuct+ •••~ 01 r~ muat be 
tec:ordld in me county 'tllflefl She lind lJ lltuated, and 1'\e ~ IN~ent. « • copy of tr'MI recorc:s.ld lna~n.WT~ent cerfted by cne Co\""Y O ertl of the 
- In v.l\lcll tho Joutrument b raoonfod. muol be ltlocJ In 1t1o a-.1 Lord Ot'tleo wot!>ln 90 dayo of tllo lut exOOJ<forl dOlo occom..,.;.o by .,. 
ptescribed Uno '"· If any a.uc::h aWgnment ls not 110 Ned, lhe tlghta .ccr.*ed \nW this IM..ae aNI be Wbtect 10 forl•tur• at thl option of lhl 
Commisllooer oftno ~I Lend OIII<AI. 

30. OlSClOS URE Cl..AIJS E. AI poovlaklna pettaltWig 10 tM INte of !he ~~ t.nd tv¥1 ~ lnc::kJded tn this lns.tn..menL 
lndudlng ltle alltoment of Ole true c:onalcWat.lon to be ~Jd tar lhe euoution o( this ktaae ..:t N rtgnta and duti•• of 1M ~··· Any coht...., 
IQII'Mmtotl conoramlng lhe d~t ol ol and Qtl from the leued premltn ~are not mnl.linld In~~ ... N rendec' INs 'ean klvt lid. 

11. FIOUClARY DUTY. The ownet of the 101 CWI'n eo.. Stile 1 1\dudaty duty and mutt fi.Jfy dlsdote ltftj facti at'ltdng lht State's lnlerut In 
tr'le lined P'tn'llMa. Whet\ d'le Interests of the OOMW of the 10M contfia Wth lhON ot t.e S1ate , 1\e OWlet of ne 101 '* obiQ•ted to put the Sllte'a 
in~.rests botort Nt 1)61'10NI Interests. 

32. P:ORFErTURE. If LnMe shell fall 01 refvll to make Chi payment of any s~.m \lll'(thln tNrty da'(l after it. becomes dUe, or If leuee 01 ~ 
1uthori.Z.cl ao.nt lhoutd ~ make llrf tats• return or t•• fePCW1 conoramlng produc:l:kwl or drillng. or lf LnaM thai tal Of ref\JH kl dt1l any 
offset wei or 'Nifts In good tilth u reqUrld by llw tnd the n.AH 1nd reguiat!GM adopll<l by the Commlulonet ot the c;.,.,~ land Otfk:.l. or tt lessee 
anc:...id I1M 10 tue ,-.porta "' the miiV'I« ~lid by llw 0t fll to oompty ¥14th ni" end regulatioN pronuAglltld t7y lhe o.n.r.t Land Of'rlc;e, eN Sc:hoot 
Land Board, or 1M Raflrold CommlatSon. or If LMMe ahould rtfuM the proper .uthortty aocess eo U'le rtelOf'da ~INrig D Q941'1tlon.a. or It Leasee ot 

on authorized_,, llhoiAd k~ Jal or rolulo 1o gvo oonoct lnlorrnolion tD .,. proper """""''Y· "'~ lol or rolulo ., Jum•h tho Gonorol 
Land Otftce 1 coned tog of a ny weN. or If l ua .. ahd ~ 'o'lollle anv of the metll'\el P«Malonl of INt. ... H . or If thlt ,.,.,. • a~Wgne4 and Ole 
uslgnmont lo not Nod In tho Gonoral Land OIII<AI u roqWed by tow. lilt rights oc:qu(nd .m.. lhlo loa10 ll\ol bo oubjoc;t tD tortol..-. by 1110 • 

IFIT -~d ~TIE~ - N'L0.C04Jt<TYQ.EAI( 

~ U l E , COO.JN il§1 1 {WPt/TY ~{ ·-~-'~ a,.,_,_,)..!_,_.._.._.. ,_~ ... 
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Comm•ss)oner, and he shal kNfett same~ sufl'ldeney lnlonned of me lac:ts ""'*" aucnoriz.e ~ b'felture, Met~ lorl•t~ a,. acea thai again be 
w bteet ~ ltaM under tno tenns of t'\8 R~tnt Act. Hawwet. nod'llng nettln WI be c:on:•trued •• waMng Che • u<.omatic term.Ntion of ttVt 
ltnt by opera iN)n of law Ot by , .. son ot arry ~~~~ lmltadon artsJng heteundet. FOtfeitures may be set atJde aN ctn 'olse and d rtghts U'tefeunciOt 
J~nstatld before the r'gnts ot anolhet lnterv.nt UfJQn satisfactory evtdence co the CommisslotW of the Getw'M Laoct Oftlc:.e of future com~ Wltn 
the provl-'ons of tne 11w and of ttw loase tnd !he ruJes and r~a*>ns tNt may be adopted relative hereto. 

33. LIEN, In acoonsance ¥14tn Tua.s Naturtt ReJOUreel Code ~2. 138, ltle St.te W N hav e a first lion upon al oil and gu ~ trom tne 
&rea covered by this lease to 110..11'1 pa~IC'M of all unp~kJ royalty and other IUI'Tls ol money tNt may booome due und« tNa luse. By aeeepLince ot 
tNs lease, LtnH gr1nt.a the Stilt , tn addHion to h Men provided by Texas NatLnl Reso.nes Code ~2. 138 and any o#ler applk:able sta ruiOfy Ken. an 
eKpreSS oon~ctual Men on and soo..fty k11etltl In t l INatd minerals lfl and exlrldld from the lened prembe.t , aJ proc.Mda 'Nhk:n may ac:c:rve to 
Leuoe from IN aalt of such ~•ld mlntttls.. v.ot\tlhtr J.UCh proceedl ate htkt by LtnM or by a hfd C>llrt)'. and al f\x1u"es on lnd ltnptOvemeniiiO Ute 
leaatd premises UHd irl oonnectk>n 'ilo\th tho produc:don 0t process.lng ot such '-'tsld minerals In ord« 10 SICU't tne payment ol II I'O'fllltieS Ot otner 
amounts dVI or 10 beCOme due undor thlJ '"'• lOCI eo HQJift payment of •rrv ~·Of bn U\lt LeUOt may ..uffer by rHIOn of Lessee' s twead'1 o1 
any covenant Ot condit$on ot IWs ~M. ~ QDftJI orltnpGed. This Hen lnd •ec:urtty .,,.,.,, m1y be tot.doa.ed ....,., 01 ~~ COUI1 proc::eeoongs In 
lht mai"W"''( pnMdtd an lht Title 1. Chap. 9 of triO Texu BIJilne:l.s and COtnmetet Code. LeuMitgt"MM tha1 1ht Commlubw mty requwa Le11ee to 
UOOJte lnd tecord JUCh lnstrumtlntl II mfY be tNJOI\Ibfy ~ 110 ~·· l ttacf'l 01 ~ tnft lltt\. ~ t.eby tep'"eMnla 'lhll ~ 
oro no prior or auperior lens otlslr1g from ond roll ling 10 L"'"'o ICOMIIos upon lho ot>ov...S.saibed orcpony or from LOUH's ooo<.billon olltis iu"" 
Should the Commil.t.lontr at any lmt ~tormnt U'\11 crts tiC'(t:Stntadon l:s not true. 1ntn IN Comtnl»>onw may 4.0.t ~~&else b1Mt8d as prooked ,., ..... 

34. POOl.IHG. LHIH ts tw1lby gnln(td lhe nght 110 pool or l.ftelt.e the royatty lnterut ol rtle ~ ofi'MI 1011 Llld4w lhtl IN.se \llllflh at"'f 0N1t 
leuehold or mw..t Interest lot h expba.llon. development ano P'0¢1C1on ot oil or gea or~ of lt'wlln upon 1he ....-ne tetma 11 INil bot appfOYed 
rry 1nt School Land 9oll'd ar.t the Commlsllontr of lhO General Und Ofk.t b lnt pooling or ..nbZlnQ of U. lnttteat of the S late undw eNs ....._ 
pu--aUWM 110 TIXII Nlltutal Resoc.wcee Code $2. 1S1·S2. 1$4. The CJ¥;Mt" « lht toll~ tNt D'lol Inclusion of tNt prvo.oWon tn Chl:a last Aeiaftn tnt 
ex.ecudon r~wnenll sLated In T exaa Neb.nl RttoUI"C81 Code S2. 1 S2. 

35. IHDEMNTTY. lnwe hereby to'MJ.tl enG dlscNtges 1he Sta!t ot Tt us and the owrw of IN 101, their offtottt, eml)byees, Pflr'lt*l. 
agents, conttKton. IUboonU'actorl, ;uesta, lnvittn , lnd lr'IW rnpedtvt aucceuors 1nd IJJlgna. of end from aJ and any aa.lonl•od causet of ldiQn 
or wtf')' nature. or otl'ler Nnn. hdudlng IC"'MroN'ntnt.ll h.lfm , kw ....tid'~ recovwr of damaots ls sought. Inducing, but not lmhtd to. • • lotset and 
tl;)ON8S ¥riNch 1re CIUIOd by tnt ac1MdtJ of Ltute. ItS oflleers, etnPkJ)'MS·, and eQtnts Wino out of. lndd.-.~ 10. ot riSUIIf'lg from, the• QPtrltJonl 

ot cw fot Lessee on the loaMCI premiMt hereUnder. or lhl1 may ariH out of or be OCCitlontd by LniM't brtlaCh of a.ny ot 1nt ttm'lt or Pf1)'ltalonl o1 this 
A9ftemtn1. or by •ny othet neoflcent or t tricUy Met!te a ct or omiuSon of Ln1eo. FunMr. LnMt hereby agrws eo bt liable tor. exonorate. lnclemnHy, 
defend and hotd Nrmlosa ltlt State of Ttx.u and N owntt Q( lhe aol'l, Cholr otflottl, employ"• and IQtt'lta, theW •uc:cnfOI"': 01 •••igm. ~~gainal 1ny 
and all c;alma. tlablllbtt. losses. damiO"'. 1cionl. penoneilnfury (lndudlng dN th), ooe;tJ Md txp«"tses, or othet Ntm tor'WNd'l rearvety or damage• 
It .sovgnt, und« eny lheoty lndudlng tort. ~ Ot attiQ l abtlity. ~ attomeyJ.' fHI and otnet ~ tlq)Onltl, lndudlog CW»e rMatOd "' 
emVonmontaJ hlztnSs, on 11\e lelfed pr.m..._. 01 In eny wey related 10 Ln .. • '• f• IV• 10 compfy 'o¥{Ch • rrv eno al ~entat ~ thOat ariiJng 
from or In eny way t.Cattd to l eHM'I op4t11dcw\l Ot •ny olhet of LeuM'a Kllvttlet on tN ~ premltn: lhoM 1ritinQ tom LKJH' ~: UM ot the 
turltce of U'le J."'od premlue; and lhOM N t may 11\N ouc of or b<e oc::culontd by L•tM' J. bfMeh of l fT'I ot lt\e t.m• or pt'OYlllons of ttn Agreement 

~~~=.::~~ .. ::-~ ·:=·~tr;;~::s.:n:=·=~=-=·~~~~~~ = 
0010 harmteu tne S tate of Tu:u and lnt ~of lht 101. tnW ~. employ .... atd .gent~ In en. ume mWY*' Pf'OVI6td lbov• ln c:cnn.diOn wftrt 
eM n1M fiet oll. .. Ht, Ita offtotra. emOIOyMI • .ncs egents; •• d-.o1becl •bOYt. EXCEPT AS OlltERWISE EXPRESSLY UMfTE.O HEREIN, ALL OF 
THE INDEMNITY O BUOAllOf>tS ANO\OR UA8tUT1€1 ASSUMED UHDE" lH.E TERMS Ofl 1lUS AGREEMENT SHALL 8E Wfll10UT liMrTS AHD 
WITHOUT REGARD TO TMf CAUSt! OR CAUSES THEREOF (EXCLUDING PRE·EXISTIHG COHomoNS~ STIUCT UA81UTY, Oft THE 
NEGLIGENCe OF I>N'f PAI<TY Oft PAAllES (INCLUDING THE NEGUOEHCE OF THe INDEMNII'IED PAA'I'Y). WHETHER SUCH NEOUCEHCE 
BE SOLE, JOINT, COHCUimENT, ACllVE, OR PASSIVE. 

ll. ENVIROHMEHTAL HAZNU)S. l.nMt -'*1 use 1M Nghest degrM of CMt t nd ai i'U.M)MtH aaleguatds 110 preY'W1t contamlndon 0t 

polution of any erwlronmtnt.l medium. lndudlng sol. sl.l"fact 'lf!4tefl, ~lor, Mdlm.nta, and fU'fxe or ~ anta. em.CNttt air or etPf 
oll'le' enWonment.t rntcfium ln. on, or undtt. thoe ..,., .., ptetnlMI.. by any Wltlt , polu\lnt. Of~ Le»".,... not tring or permk 10 remain on 
lhe l.aaed premll" any laboftof ~ mal~lt. ~~. E!Jde maten.lt , or subtttncea ttgltltld n hUIIOoUa wtt1tt. ha.Utdow. maltNis, 
huwdouf $l.lbJtlnce. (as cne term "Ha:tmmOus Sutst.anoa' .. ~•fined ., tne C,.mprtntniNa Et'l'w'lton'ntotaJ Res.ponM. ComPtt'Mtlon end Llebili'Y Ad 
tCERCLA). 42 u .s .c . SectioN St601 , tt Jtq,). or to!Ck: tubstances tn:Jet any feclerW. sa.to. or aoc..~ law' or ~tion ('"HautOoul Mat..Uts·). ucept 
on::Slnlty Pf"'dUCU commoN)' used tn mnn.alon ¥14th 01 tnO g.as. expota t:lon end dwetopmtnt OJ*a11on:s end aiOtod In Wle usut.l mamer ..cl Quanllliet.. 
LESSEE'S VIOLAnON OF THE FOREGOING P~OHIBITlOH SHALL CONSTlT\ITI!: A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOUl HARMLESS AND DEFEND THE STATE Of' TEXAS AND THE OWHER Of' THE SOli. FROM ANO AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAI.nES, LIABILffiES, AND COSTS (iNCLUDING REASON.A!ILE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT 0' (1 ) A VIOLAnQN OF THE. fORI!:ootNO PftOHIB~ OR (2) TliE PRESENCE. RELEASE. OR 
DISPOSAl Of ~ HAZAADOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING lESSEE'S OCCUPANCY OR 
CONTROL OF nil! LEASED PREMISES. LlSSE.e: SHALL CLEAH UP, REMOVI. REMI!.DY AND AI!PNft NtfY SOil. Oft GROUND WATEI\ 
CONTAMINAnON AND DAMAGE CAUSED BY THE PR9ENCE OR RELEASe OF I>N'f HAZNUlOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REOIIIR£MENTS Of 
APPUCABLE LAW. THIS INDEMNII'ICATlON AND ASSUMPTlON SHALL APPLY, BU'T IS NOT U MOYD TO, UAIIILITY FOR RESPONSE 
ACTIOHS UNDERTAKEN P\JRSUANT TO CERCLA OR ANY OTHER ENVIROHMEHTAI. LAW Oft REGULATIOH. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THe SDK. WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREAC>i OF THIS 
PARAGRAPH, UPON LEARNING Of' THE PRESENCE OF /oHY HAZAAOOIJS IIATf.RIAI.S, OR UPON RECEMHG A NOTICE FROM ANY 
GOVERNIIENTAI. AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AfFECT THE LEASED Pltt!III ISES. THE OBUGATlONS 
OF LESSEE HEREUNDER SHALL SURVIVE TMf I!XI'1AAT10N OR EARLIER TERMIHATIOH, FOR I>N'f REASON, OF THIS AGREEMENT. 

37. APPUCABLE LAW. Thb ..... I> b suocl...,.,., tho ~of Tt>IS Hollnl ROSOU'o.l Codt 52.111 IIYOUgll 52.1110, """""~ 
known 11 1M RtOnQ\hhmWII Act. and olhw ~bt• s.t.IUtu It'd amendments ~. •ncl il lt'J'f proytalon tn tU law does ~ conbm .., IN:H 
s\atu1es, the atatutn ¥MI preval rNfll ant IKNI(I)I dOI ••iAng least ptOvlJ.Ion:f 
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31. EXECU'TlON. TN• ~and oas toa.se mwt M signed ana ack~tdged by the l essee belorelt Ia filed of record ln ""county recon:~t ana 
In the Gen.t1l Ltnd OfftGe of the State of TtJCas . Once Ule Mng roo\.Momtnlslolm In Paragr.tph 39 of thlalusa have been sad~ecr. the etf.etive Gale 
o( thJs tease shaM be lhe date lound on Ptge 1. 

38. LEASe FILING. !>urJYant 10 Chaplet 0 of tne Texas Busl.rMtu and commerce eocs.. 0'\ls ltiase must be flied ol ttK::tltd In 1hl omee o1 the 
County Cletlt In 1ny county In ~ .~ or arry ~rt ot the t .. sed prwnlsos Is located, and eertlfted cool•• theteof must be flied In lt't General Lend 
Ottloo. This lelia Is not enKttve until a cen.fted copy of INs lease (Whktl ll m1de and cenfttld by Lhe Counry Cl.nt from his recon:ts) Is fll4td In the 
Gonnl Ltnd ~In lc:c:o«Sanc:e with TaXIS Nlh..nl ReJOI..W'Cft Code 52.163. Addltton.fty, Chis , .. ,, Shill not be binding upon 1M State unless It 
redtet en. actual .no true conl)dtnlion paid 01 promised tor ·~ of this t .. u . The bonuS due lM State and ltle pr11~ ftl&ng '" sl\al 
"""""oany sue~~ con~noct CC9Y to !he Goo.,., t..ond 0111co. 

LESS~ 
av: J.uft. ~~· 

CfWO BU\JR 

n•~ --~~----------~--
0.,,, ...J/"-'J.c· :._~.:::o:._-:z:___-_;o=S'-----

LESSOR: 

ST~~ // c...--;? 
ev::....4'..-=5--/~ 

JAMES GILBERT PARISH 

lndtvtdu.l•y and 11 agent lor 1M Stile of Texas 
Ooto: ___________ _ 

STATE Of TE)CA.S 
BY: ____________________________ __ 

lndlvldu .. y aM as ~I lor VI• Sltl• ofT•xa. 
Oato: ____ _____ _ 

Ttdo:. __________________ -= 
'S2.e... 1

1 
2-0o(--O.tt : 

STATE OF TEXAS 
BY: _____________ _ 

l~ly and u aoent for IN S tate ot T•a• 
Oata: __________ _ 

STATE OF TEXAS 
BY: _____________ _ 

I~ and as a.g.nt for en. S&.t• ot TeJCa.s 
Ooto: _________ _ 

Mall Instrument back to 
Slate Land Services 

P.O. Box 550 
Big 5p(ing, Texas 79721-0550 

IF IT eu.RS,h<<I"'WL"'*'T 

ATIEST: --.L...o~W.....:SA..-f!tLI..JltJ....L.J.d....,b::'( _ _ 
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STATE OF _______ _ 
(CORPORA TJON ACKNClWl£1)()MENT) 

COUNTY OF _______ _ 

BEFORE ME, lt>e uncltt11gned """""'l'f· on lhis cloy P<f>ONIJI'f OPONred ------------------­
lu'K:IoMl co me ta M the person ~·• t\IIT\1 ls subs~~ tht foregoing int tn.menta es -----------------­

of aoo ~tdOod 10 molhat he 

oxecutod lhl same 1c< tho pu<posH .,., CONJdonotlon tllefoln tJqXtssed. In tno copadl'f stotod, .,., u tho oa.,., deed ol salcl corporation. 

GWen undet my hand and aMI ot off'lce lNs the ___ day ol _______ ~ 20 __ 

Nolor; Plblctn and""- ----------
STATE OF.!JTE"'XA""'S _ _ ___ _ (INOMOUAL ACKNOWI.EOGMENT) 

COUfffi'OF Ttl?.'-li5> 
~ BEFORE ME, N ..-.ignod ouflOflly. on lhis cloy......,.,.., -od J.,AM,...E...,SuG!,aL.,B.,;E.,RTu..cPoN!Clit!iiSHa... ___ _ ______ _ 

BEFORE ME, the uneltn9'ed 1UV'IOrity, on trU day peraon.aly eppearld ,.ci>BAOli .. Qct.L,.JBotlAolll!IB,_ _____________ _ 

CIU1)0MI and oomkJ.,-atlon """*' t .q)IW.aed, -!!:II' 
Given lW16wmy twiG InCite .. oforr.c.INI tMJ_ Gay~ 

MARY ! , I!IUS 
Notwv A.o&t. s.,. of r.-.. 

My Corrvniulon E><Woo 
>.ir 09, 2007 

BEFORE ME, ltlo ..-.lgnod oll!l>Otfly, on lhis cloy pononolly -red Sii.TuE;,:PH:=EaN.>~Sc..JBot\Aiolll!R'---------------

k.no>M't 10 me to be tht persons wr.nost NJnts areiUbsafbed to the loregolng NIM'ntnL lnd ~ed to me h t m.y ueo.J1ed the umt tor h 

purposes end conslder.llon therein exprus.ed 

~d IF IT 8£AAS • ,mEST: aJ 

~~ ~ BY 11ts--Dm/TY 

l'li.ED RD ON TBEl~ DAY OF APRil. 

19th DAY OF APRIL 

, A.D. 2006 @ 11:30 O ' CL<>Cr; ~H. & 

A.D. 2006 @ 2 :00 O'CL<>Cr; _!_11. 

LINDA HCOO!IALD , COUliTT CLEU 
CULI!ERSON COUliTT, TEXAS 
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~ustin, \!texas 

OIL AND GAS LEASE 

THIS AGREEMENT IS made and entered into this _,_17,__ __ day of ""Ju""l::..y ________ ,,20~ . between the State of Texas, acting 

by and through its agent, James Gilbert Parish, herein dealing in his sole and separate property 

of 1803 San Gabriel St., Apt. A, Austin, TX 78701 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and ,.C""'ra,i,.g_,L=._.B'""Ia,l_,_r_,a'"'nd,_,S'-'-te"'p"'h"'"'e""'n_,_S"'-'-. =B_,_,Ia,_,ir'---------------

of P.O. Box 2476 Carlsbad New Mexico 88221 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 transport said products of the lease. the following lands 
situated in Culberson County, State of Texas. to-w1t: 

The N/2 of the SW/4 and NW/4 of Section 12. Block 113. Public School Land Survey. Culberson County, Texas 

containing :2"'-40,_.,_,.0,_ _____ acres. more or less. The bonus consideration pa1d for th1s lease IS as follows: 

To the State of Texas: Two Thousand Six Hundred Sixty-Six and 67/100 

Dollars (S-"-'2"""66><->6'-'-'.6"-'7 ______ _ 

To the owner of the soil: Two Thousand Six Hundred Sixty-Six and 67/100 

Dollars ($,_2""6""66,.,.-"'6_,_7 _______ _ 

Total bonus consideration: Five Thousand Three Hundred Thirty-Three and 34/100 

Dollars ($"'5 ""'33><->3'-'-'.3~4,__ _____ _ 

The total bonus consideration paid represents a bonus of .!.T.!!w~o~H~u""n~d.o!r!'?.e,_d~a!!.n!.l<d~N~o~/~1~0~0-------------------------

----- - - ---------- Dollars ($200.00 ) per acre. on .,_26, .-"'66,._,6"-'7 ____ net acres. 

. .. 
• • • •••• 

• 

• ••• • • 2. TERM. Subject to the other provisions in th1s lease. this lease shall be 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 m 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. • • • • • 

•••• • • •• 



3. DELAY RENTALS. If no well is commencea on me 1easeo prem1ses on or oe10re one t 1 J year 1rom 1n1s oc:ne, 1n1s teet:se :snetu 1emuna1e, 

unles;; on ~r be~ore such anniversary date Lessee shall pay or tender to the owne_r of the soil or to his credit in the-- ----- -------

Bank, at _____________ ___________ ~-~-~~~-
o-r-its-s-uc_c_e_s_s-or_s_(~wh-:-:-ic-:-h-s-:h-a711_c_o_n-:-:-tin_u_e_a_s--::-th-e-d7e-pository 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: Thirteen and 33/100 Dollars 

Dollars ($-'-'13"".""33,__ _______ _ 

To the State of Texas: Thirteen and 33/100 Dollars 

Dollars ($..!.;13"'.""33><---- ------­

Total Delay Rental: Twenty-six and 66/100 Dollars 

Dollars ($:_:26~.6)!.l6~-------

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 auring the primary te-m. All payment:; -:>r tenders of r!?ntal •0 th ~ ovvner of the soil may ~e rr.dde by check or siyht dra~ of Lessee, or any 
assig:1ec:: of this lease, and may be delivered on or before the rental pa;.<ing date. If the bank designated i 1 this paragraph (or its succes5or bank) should 
cease to exist. suspend business, liquidate. fail or be succeeded by another bank. or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

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

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

(B) NON PROCESSED GAS. Royalty on any gas (including nared gas). which IS defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline. liquid hydrocarbons or other products) shall be 1/5 part of the gross production or the market value thereof. at the 
option of the owner of the soil or the Commissioner of the General Land Office. such value to be based on the h ighest 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 1ndustry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other olant for the recoverv of gasoline cr other liquid 
hydrocarbons shall be 115 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from th1s lease, and on fifty percent (50%), or that percent accruing to Lessee. whichever IS the 
greater. of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such th1rd party. the highest percent then be1ng specified 1n processing agreements or contracts in 
the industry). whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area. or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 1/5 part of 
the gross production of such products. or the market value thereof. at the option of the owner of the soil or the Commissioner of the General Land Office.. • • 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is- •: •• • 
produced. or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced: whichever IS the 
greater. • 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease. if this lease is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided: otherwise, there shall be • • •: • • 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the • • • 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not spectfy 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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q. , ROYALTY IN KIND. NotwilhstamJing any other provision in this lease. at any time or rrom time to time. the owner of the soil or the 
Co'mrpissioner 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 
ptlyme,nt of' any ·royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights 
or Lessee's obligations. whether express or implied, under this lease. 

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under th1s lease. 

9. ROYALTY PAYMENTS AND REPORTS. All roya lties 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 p·oduction of oil 3nd gas sh::.ll be as provid.:d in ''1e r..;!es set forth in the Texa:. RE!!JISter. Rules curre-ntly provide that royalty on oil 
is due and must be received in the General Land Office on or before tile 5th day of the second month succeeding the month of production. and royalty 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner. manager or other authorized agent, completed in the form and manner prescribed by the General land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents. 
records or reports confirming the gross production. disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operat1ons 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 ann abandonment of any well or 
wells. Such written notice to the Ger.eral Land Office shall include copies of Railroad Commission forms for application to drill. Copie& of well tests. 
completion reports and plugging reports shall be supplied to the General land Office at the time they are filed with the Texas Railroad Commission. All 
applications. permits. reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records. memoranda, accounts, reports. cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office. in addition to those herein 
expressly provided for. lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports. documents or other materials are not filed 1n the General land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in: • • • . 
the General Land Office. • • • • 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and after the discovery and 

• 

actual production of oil or gas from the leased premises such production thereof should cease from any cause. this lease shall not terminate if on or • • • • 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production lessee commences additional drilling or • • • • : 
reworking 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 • • • • . . . 



operation~ pursuant to Paragraph 13, USing the expiration of the pnmacy 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-1n 011 or gas well W1thm 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, th1s lease shall1pso facto terminate. If at the 
expiration of the pnmary term or any lime thereafter a shut-In oil or gas well IS located on the leased prem1ses, 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 pnmary term. ne1ther 011 nor gas is being 
produced on sa1d land, but Lessee is then engaged 1n dnlling or reworking operat1ons thereon. th1s lease shall rema1n 1n force so long as operalions on 
said well or for drilling or reworking of any addit1onal wells are prosecuted 1n good fa1th and 111 workmanlike manner Without Interruptions totaling more 
than SIXty (60) days dunng any one such operat1on. and 1f they result m the producuon of 011 and/or gas. so long thereafter as 011 and/or gas is produced 
1n paying quantities from said land. or payment of shut-in 011 or gas well royalties or compensatory royalties IS made as prov1ded 1n th1s lease. 

13. CESSATION, DRILLING, AND REWORKING. If. after the exp1ralion of the pnmary term. produclion of oil or gas from the leased 
prem1ses. after once obtained, should cease from any cause, th1s lease shall not term1nate 1f Lessee commences add11ionat dnlling or rework1ng 
operations within sixty (60) days after such cessation. and this tease shall remain 1n 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 dnlling 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 prem1ses 1n pay1ng quantities or payment 
of shut-in 011 or gas well royalties or payment of compensatory royallies is made as provided here1n or as provided by law. If the drilling or reworking 
operations result in the completion of a well as a dry hole. the lease will not terminate if the Lessee commences additional drilling or reworking 
operat1ons within sixty (60) days after the completion of the well as a dry hole. and this tease shall rema1n in effect so long as Lessee continues dnllinq or 
rawork1ng operations in ;JOOd faith and in "~ workmunhKe manner witho•;' inte·ruptions tctalir.g more ;nan o;ixty (60) days. L•)Ssee sha.: gi~oa written notice 
to the General Land Office within th1rty (30) days of any cessation of pr•>ductJon. 

14. SHUT-IN ROYAL TIES. For purposes of th1s paragraph, "well" means any well that has been ass1gned 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, unlit being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas 1n paying quantities is located on the leased prem1ses. but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease. but not less than $1 .200 a year for each well capable of produong oil or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions: whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner or the soil. If the shut-in oil or gas royalty is paid, the lease shall be cons1dered to be a producmg lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and, after that, if no suitable production facili ties or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If. dunng 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 1n 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 producllon from the well causing 
the dra1nage or which is completed in the same producmg reservoir and W1lhm one thousand (1 .000) feet of the leased prem1ses. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the CommiSSioner of the General Land Office and one-half (1/2) to the owner of the soil , beginning on or 
before the last day of the month following the month in wh1ch the oil or gas IS produced from the well caus1ng the dra1nage or that IS completed in the 
same produc1ng reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid 1n any 12-month penod 
is an amount less than the annual shut-in 011 or gas royalty, Lessee shall pay an amount equal to the d1fference with1n thirty (30) days from the end of the 
12-month period. Compensatory royalty payments wh1ch are not t1mely pa1d Will accrue penalty and 1nterest 1n 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 aoproval th"l ::~ayment 
of compensot::>ry royalties can satisfy the ooligation to dnll offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary. after a well produc1ng or capable of produc1ng oil or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator in dnlling 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 1n force and effect two (2) years after the explfat1on dale of the pnmary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of produc1ng 1n paying quanlil1es and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided 1n Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations. or (2) the number of acres 1nctuded 1n 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 productio~ •• 
purposes to a proration unJt for each such producing well under the rules and regulations of the Railroad CommiSSIOn of Texas, or any successdt.: •• • 
agency, or other governmental authority having jurisdJclion. If at any t1me after the effective date of the partial terminallon 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 term1nate as to all acreage not thereafter allocated to sa1d well or wells for production purposes. 
No1W1thstanding the term1nallon of th1s lease as to a portion of the lands covered hereby. Lessee shall nevertheless contmue to have the right of 1ngress •••• 
to and egress from the lands still subject to this lease for all purposes descnbed 1n Paragraph 1 hereof. together With easements and nghts-of-way tot> •• • : 
eXIsting roads, existing pipelines and other existing facihlies on, over and across all the lands descnbed in Paragraph 1 hereof ("the retained lands"). for • 
access to and from the retained lands and for the gathenng or transportation of 011 , gas and other minerals produced from the retained lands. . ... . . 

••• • 
•••• • • • •• • 



, , (B) .HORIZONTAL. In the event this 1ease is in force and effect two (:2) years after the exp1ration date of the pnmary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") 1n each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount 1s paid. this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional penod of two (2) years and so long thereafter as 011 or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical. be in the form of a 
square With the well located in the center thereof. or such other shape as may be approved by the CommiSSIOner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release. or a certified copy of same. shall be filed in the General 
Land Office. accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases with1n ninety (90) days after being requested to do so by the General Land Office. then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
1nstrument at Lessee's expense in the county or counties where the lease IS located and 1n the offic1al records of the General Land Office and such 
designation shall be b1nding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee. receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1.000 feet of the leased premises. 
or in any case where tt·.e leasec premises is bei;;g drained by produc~'~n v; oil or gas. the Lessee. sublessee, receive1 or other agent in control of the 
leased premises shall in good fai th 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 shc:ll prosecute such drilling with diligence. 
Failure to sa tisfy 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 obliga tion to drill an offset well or wells required under this paragraph. 

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

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

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

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

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

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

23. PIPELINE DEPTH. When requested by the owner of the so1l , Lessee shall bury 1ts p1pelines below plow depth. 
• ••• • • • •• • 

• 
24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without ••• • 

the written consent of the owner of the soil. • • • •. ' 

FIT BEARS 
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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 
lim'1tir;tg the ioregoing, pollution of coastal wetlands, natural waterways. rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution. Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss. damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises. keep said premises free of all rubbish. cans. bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises. including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of produc1ng oil and gas in pay1ng quant1t1es. 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 pavment madP. by Lessee or impair the effectiveness of any 
act performed by Lesset:. And n.J chan~e or division in ownership of tr-: lanu. rentals. or royalties shall b:,<J Les::;ee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs. devisees. legal representatives or assigns) furnishes the Lessee \'lith satisfactory written evidence of the change 
in ownership. including the original recorded muniments or 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 
obliga tions under this lease. If this lease is assigned in its entirety as to only part of the acreage. the right and option to pay rentals shall be apportioned 
as between the several owners ratably. according to the area of each. and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date. the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. liabilities. and penalties owed to the State by the 
original lessee or any prior assignee of the lease. including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a). if the owner of the soil acquires this lease in whole or in 
part by assignment without the prior written approval or 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 wh1ch the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil: 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian. trustee. executor. administrator. receiver. or conservator for the 
owner of the soil ; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage. blood. or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29. Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or port1ons of the leased premises, and thereby surrender this lease as 
to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender; however. such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument. 
including the statement of the true consideration to be paid for the execut1on of this lease and the rights and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid. 

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

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due. or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling. or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the CommiSSIOner of the General Land Office. or if Lessee . • •: •, 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office. the School • • • 
Land Board. or the Railroad Commission. or if Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or • 
an authorized agent should knowingly fail or refuse to give correct information to the proper authority. or knowingly fail or refuse to rurn1sh the General ••• • 
Land Office a correct log of any well . or if Lessee shall knowingly v1olate any of the material r::rovisions of this lease, or 1f this lease is assigned and the • • •• •' 
assignment is not filed 1n the General Land Office as required by law. the rights acquired nder this lease shall be subject to forfeiture by the • •• :• , 

DCOPY •• 
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Commissipner. and he shall forieit same when sufficiently informed o( the facts·wh1ch authorize a forie1ture. and when forieited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, noth1ng herein shall be construed as wa1ving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forieitures may be set as1de 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 th1s 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 th1s lease to secure payment of all unpa1d royalty and other sums of money that may become due under th1s lease. By acceptance of 
thiS lease. Lessee grants the State. 1n addilton to the hen provided by Texas Natural Resources Code 52 136 and any other applicable statutory lien, an 
express contractual lien on and security 1nterest 1n all leased m1nerals 1n and extracted from the leased prem1ses, all proceeds wh1ch may accrue to 
Lessee from the sale of such leased mtnerals. whether such proceeds are held by Lessee or by a thtrd party. and all fixtures on and improvements to the 
leased prem1ses used tn connect1on with the product1on or processtng of such leased m1nerals 1n order to secure the payment of all royalties or other 
amounts due or to become due under th1s 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 th1s lease. whether express or implied. Thts lien and security interest may be foreclosed wllh or without court proceed1ngs 1n 
the manner prov1ded 1n the Tille 1, Chap. 9 of the Texas Bus1ness 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 periect th1s hen Lessee hereby represents that there 
are no pnor or supenor liens aris1ng from and relating to Lessee's activities upon the above-descnbed property or from Lessee's acquisition of th1s lease. 
Should the Commissioner at any time determine tha t this representation is not true. then the Commissioner may declare this lease forie1ted as provided 
herein. 

34. POOLING. Lessee is hereby granted the nght to peal or umti1e the royalty interest of the owner of the soil undo=>r this lease with any other 
leasehold or mineral interest for the ex!)loration. dEf.•elnpment ana pro-'·Jctton of oil or gas or e1ther of th'!rn upcn the same terms c;:; shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or un1tiz1ng 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 inclus1on of this provision 1n this lease satisfies 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 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 wh1ch are caused by the activities of Lessee. 1ts officers. employees. and agents arising out of. 1nc1dental to, or resulting from. the operations 
of or for Lessee on the leased premises hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or prov1sions 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, indemntfy, 
defend and hold harmless the State of Texas and the owner of the so1l, 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, lnclud1ng attorneys' fees and other legal expenses, including those related to 
environmental hazards. on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws: those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those arising from Lessee's use of the 
suriace of the leased premises: and those that may anse 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, 1ts 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 descnbed 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 AN D 
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 h1ghest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, suriace waters, groundwater, sediments. and suriace or subsuriace strata, ambient air or any 
other environmental medium in. on. or under, the leased premises. by any waste. pollutant, or contaminant. Lessee shall not bnng or permit to remain on 
the leased premises any asbestos contaimng matenals, explosives, tox1c matenals, or substances regulated as hazardous wastes. hazardous materials. 
hazardous substatoces (as the term ·~sz:::rdous Sut;stance· IS de•1neo 1:1 :.1e CumprenensivE: Envtronmt~ntal Responsa. Compensauon and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal. state. or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS 0~ • • 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RES PONS! . : •• • 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY • 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS • ••• 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. • • • • : 



, ,38. I;XECUTION. This oil and gas lt:dSe must be signed and. acknowiRdged 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 thts lease have been satisfied. the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed in the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promtsed for execution of thts lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

Title: - -:--:----------

/.-}. ,-() :l _ 0_5 Date: 

LESSOR: 

STAT..5-efiEXA)Y7 // (' / 

BY:/~?~~~~ 
JAMES GILBERT PARISH 

Individually and as agent for the State of Texas 

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

STATE OF TEXAS 
BY: ___________ _____ ___ 

Individually and as agent for the State of Texas 

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

BY~~ 
STEP EN S. BLAIR 

Title: ___________ ~ -Date: ~-4- 2--00/ 

STATE OF TEXAS 
BY: _ ________________ _ 

Individually and as agent for the State of Texas 

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

STATE OF TEXAS 
BY: _ _______________ _ 

Individually and as agent for the State of Texas 

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

Mail lnstrument h1ri< ~'"' 
Slute Lar d S .:. r ,l(c:; 

P O Box:so 
lll) ::-,p,tnq TPx8.::. r-F'i· "Jil~l 
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STArE OF. __ ~------------- (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _____________ __ 

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

known to me to be the person whose name is subscribed to the foregoing instruments as - ----------------- --- ---------
of ______ __________________________________________________________ _ and acknowledged to me that he 

executed the same for the purposes and consideration therein expressed, 1n the capacity stated, and as the act and deed of said corporation. 

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

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

STATE OF TEXAS (IN·JIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF __ y...L-:..C{t),~:V-=--.:..\5~---
BEFORE ME. the undersigned authority, on this day personally appeared ~JA=M!.!=E""S~G~I!.!=LcEB~E.oR:...!.T...rP:.t.A:l!:R~I.>!.S!...!H __________________________ _ 

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. 

"'"" """"my lumd aod '"' or offioo lhl• tho ;< S day or 1\\l ~~-\- , ~· ~ . 
~~~~~~~~~NAPAI~~UU~4 ~'~ 

Notary Public ~ 
STATE OF TEXAs Notary ublic in and for \~~<;. ""'Swi!> 

My Comm. Elcp. 06-21-2008 ' 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority. on this day personally appeared "'C:.ccR,_A!!.IG,_,L"".""B""L""A'-'-'IR'-'-------------------------------

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 <tnd seal of cffice this theS-~av of~ . 20.£)_6 

BEFORE ME. the undersigned authority, on this day personally appeared ~s~T..=Eo..!.P..!..H~E:!N.:!....>!S~. cEB!.!=L~A:!.!:IR~-----------------------

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 \'jr 
. ... 
• • • •••• 

PEGGY J. BARNffi 1 
MY COMMISSION ExPIAES 
~ 1, 20011 

'- I 

• 

•••• • • • ... . 
• 

· ~ ·· . ' •••• 
•• •• • • •• 



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

•••• ' . . 
' ~-

• 
·· ~ · • •••• 
•• •• • • •• 



:· 

.. 

• · General Ll.nd Offtct 
Relinquishment Act L•ase Form 
Revised, September 1997 

%tustin, \!Cexas 

OIL AND GAS LEASE 

..--
THIS AGREEMENT Is made and entered Into this __llh___ day of _,J...,a!!2n!ll.ua"'!'t.x_ _____ .2~ • between the State of Texas, acting 

by and through Its agent. James Gibert Parish herein deaiiDQ In his sole and seoarate orooertv 

of 1803 San Gabriel St. Act. A Aus!ln TX 78701-1048 

(GNe Pem>anent Addreu) 

said agent herein referred to as the owner of the soil (whether one or more), and Craig L Blair and Stephen S. BlaI r 

of p.o Box 2476 Carlsbad New Mexico 88221 

(Give Permanent Address) 

hereinafter called Lessee. 

1 . GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for 
tho sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks. storing oil and bulldrng power 
stations. telephone lines and other strvctures thereon. to produce, save. take care of, treat and ttansport said prodUC1S of the lease, the following lands 
situated In Culbers9n County. State of Texas, to-wit: 

The N/2 of the SW/4 and t-IW/4 of Section 12. Block 113. Publlc School Land Survey, Culberson County, Texas 

containing --"'24"'0 .... 0,__ ____ acres. more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Tw TIJoysand Six Hyndred Shcty-Six and Slxtv-Six one hundred\hs 

Dollars ($ 2 §66.67 ) 

To the owner o f the soil: Two Thousand Six Hundred Sixty-Six and Sixty Six one hundredths 

Dollars ($ 2 6§6.67 

Total bonus conslderaHon: Five Thousand Thra, Hundred Thirty·Th!lle a!!d Thirty-Two one hu!)(jredths 

Dollars ($ 5 333.32 

The total bonus consideration paid represents a bonus of .._T'M!"'""'""H""u.._!)(j.,...,re<l""-'a"'nd..,...z..,ero"'-"-"on"""e""h'"u"'!!d,.r,..e<l.,..,ths""--------------------

---------------- Dollars ($ 200.00 l per acre, on 26.6666 net acres. 

2. TERM. Subject to the other provisions In this lease. tillS lease shall be for a term of Frve f51 years from 
this date (herein called ' primary term' ) and as long thereafter as oil and gas. or either o f 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 commercoal usc of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

IFfTBEARS~ld 
ATTEST: 

®~OWN~''< 
~~ 

·' 
.;-... " 
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3. DELAY RENTALS. II 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 soli or to his credit in the ----- ------- --

---------~~~--~~~----~-Bank. at_~--~----~~----~~~~~~~----~--~~~--~~~ 
or Its successors (....,ich shall continue as the depository regardless of changes in the ownership of saod land). the amount specified below: in addoUon. 
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: Thirteen and 33/100 Dollars 

Doilars (S..L13"""33..__ ____________ _ 

To the State of Te)(lls: Thirteen and 33/100 Dollars 

Dollars (S·.L13"",,.,33,_ ____________ _ 

Total Delay Rental: Twentv-six and 66/100 Dollars 

Dollars ($.,.26"""'66"--------------

In a like manner and upon like payments o; tenders annually, the commencement of a-u may be further deferred for successive periods of one (1) 
year each during the primary term. All payments or tenders of rental •o th~ owner of the soil may !>e made by check or sight draft of Lessee. or any 
assignee of this lease. and may be dehvered on or before the rental paying date. If the bank designated hl this paragraph (or Its successor bank) should 
cease to exist. suspend business. liquidate. fail or be succeeded by another bank, or for any reason lall or refuse to accept rental. Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

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

(A) OIL. Royalty payable on oil. which Is defined as Including all hydrocarbons produced In a liquid form al the mouth of the well and also as 
all condensate. distillate. and other liquid hydrocarbons recovered from oH or gas run through a separator or other equipment, as hereinafter provided. 
shall be 1/5 part of the gross production or the market value thereof. at the option of the owner of the soil or the Commissioner of the General 
Land Office. such value to be determined by 1) the highest posted price, plus premium, If any, offered or paid for oil. condensate, distillate, or other liquid 
hydrocarbons. respectively. of a like type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid In the general area ....,ere 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 'Mitlng, by the royalty owners upon 
such terms and conditions as they prescribe. 

(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 lrom 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 1/5 part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer. whichever Is the greater; 
provided that the maximum pressure base In measuring the gas under this tease shall not at any Ume exceed 14.65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenhell, 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 olant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the opdon of the owner 
of the soil or lhe Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%). or that percent accruing to Lessee. whichever Is the 
greater, of the total plant production of liquid hydrocarbons attributable 10 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 accruing to a third party processing gas through such plant under a processong 
agreement negotiated at arm's length (or if !here Is no such third par:y, the highest percent then being spe?fied In processing agreements or conlracts 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) • ....,lchever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royaldes 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 manufaclured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead." "dry," or any other gas. by fractionating, burning or any other processing shall be 115 part of 
the gross production of such products, or lhe 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 lhe basis of the highest market price of each product for the same month In v.illch such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products are produced; whichever Is the 
greater. 

5. MINIMUM ROYAL TV. During any year after the expiration of the primary lerm of this lease, If this lease Is maintained by produclton. the 
royallies paid under lhls lease in no event shall be less than an amount equal to lhe Ictal 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 nol 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. Nolwtlhslanding any other provision in this lease, at any lime or from lime 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 lhls lease be made In kind. The owner of the soil 's or the Commissioner of the General 
Land Office's nghl to lake Its royally in kind shall not d1minish or negate the owner of the soil's or the Commissioner of the General Land Office's nghiS 
or Lessee's obligations, whether express or Implied, under this lease 

7. NO DEDUCTIONS. Lessee agrees lhal all royalties accru1ng under this lease (includ•ng !hose paid In kind) shall be Wllhoul deduction for 
the cost of producing, gathering, stonng, separating, treating, dehydrabng, compressing, processing, transporting, and otherw~se making the 011, gas and 
other products hereund8f' ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received. lndudmg any re.mbursements 
for severance taxes and production related costs. 

6. PLANT FUEL AND RECYCLED GAS. No royally shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant. Nolwtthstandlng any other provision of this lease. and sub) ectto the wrlllen consent of 
the owner o f the soil and the Commissioner of the General Land Office, Lessee may recyde gas for gas lift purposes on the leased premises or lor 
Injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons conlained In the gas have been removed; 
no royalhes shall be payable on the recyded gas until It Is produced and sold or used by Lessee In a manner ...,ich enbUes the royalty owners to a 
royally under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken 1n k lf'd shall be pa1d to the Commissioner of the General Land Office at 
Ausbn, Texas, In the following manner. 

Payment o f roya lly on production of oil and gas sh:lll be as provided In •he rules set fonh In tho Texa~ R8'J•ster. Rules currently provide that royally on 011 
is due and must be received In the General Land Office on or before the 5th day of tho second month succeeding the month of production. and royally 
on gas Is due and must be received In the Gen8f'81 Land Office on or before the 15th day of the second month succeeding lhe month of production, 
accompanied by lhe affidavit of lhe owner, manag8f' 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 lhe gross production, disposition and market value lndudlng gas meter readings, pipeline receipts, gas line receipts and 
other Checks or memoranda of amount produced and put into pipelines, lanks, or poois and gas lines or gas storage. and any other reportS or records 
which the General Land Office may reqUire to verify the gross production, disposition and market value. In all cases lhe aut.horily of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royally payment shaH be accompanied by a check stub. schedule, summary 
or other remillance advice showing by the assigned Gen8f'81 Land Office lease oomber the amount o f royalty being paid on each lease. If Lessee pays 
his royally on .or before thlny (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royally or $25.00, ..nichever is 
greater. A royally payment which Is over thiny (30) days late shall accrue a penally o f 10% of the royalty due or $25.00 whichever is greater. In add1hon 
to a penalty, royalties shall accrue interest at a rate of 12% per year: such Interest wi ll begin to accrue ...,en the royalty is sixty (60) days overdue. 
Al!ldavits and supporting documents ...,lch 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 prescr1bed by the due date provided herein. Payment of the delinquency penally shall In no way operate to prohibit the State's 
right of forf81ture as prov•ded by law nor act to postpone lhe date on ..nlch royaiUes were originally due. The above penalty proVIsiOfls shall not apply in 
cases of btie dispute as to the Slate's portion of the royalty or to lhat 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 lhls 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 th1ny (30) days after 
entering into or making such contracts, agreements or amendments. SUCh contracts and agreements ...,en rece1ved by the General Land Office shall be 
held in confidence by the Geneml Land OHice unless otherwise authorized by Lessee. All other contracts and recortts perlainlng to the production. _. 
transportation, sale and marketing of the oil and gas produced on said premises, lnduding 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 Comm1ssioner of the General Land Office, the 
Altomey General, the Governor, or the representabVe of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on lhls 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 o f any well or 
wells. Such written notice to the General Land Office shall Include copies of Railroad Commission forms for application to dnll. Copie~ of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the t1me they are filed with the Texas Ra1lroad Commlss1on. All 
appllca~ons, permits, repons or other filings that reference lhls lease or any spednc well on the leased premises and that are subm•tted to the Texas 
Railroad Commission or any other govemmenlal agency shall include the word "Slate" in the title. Additionally, in accordance Wllh Ra1lroad Commission 
rules. any signage on the leased premises for the purpose of Identifying wells, tank batteries or other assodated lmpro~o~ements to the land must also 
indude the word "Slate." Lessee shall supply the General Land Office with any records, memoranda, accounts, repons, cultings and cores, or other 
•nformation relative to the operation of the abov!Hlescr1bed premises . ..nich may be requested by the Gen8f'81 Land Office, In addition to !hose here1n 
expressly provided for. Lessee shall have an electncal and/or radioactivity survey made on the bore-hole section. from the base of the surface cas1ng to 
the total depth of well, o f all wells dnlled on lhe above descr1bed 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 or said survey. 

(C) PENAL TIES. Lessee shall Incur a penally whenev er repons, documents or other materials are not filed 1n the General land Office when 
due. The penally for late filing shall be set by the General Land Office administrative rule ...,lch IS effective on the dale when the materials wore due in 
the General land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary term hereof and prior to discovery and 
productiOn of oil or gas on sa1d land, Lessee should dnll a dry hole or hoies thereon, or If dunng the primary term hereof and after the discovery and 
actual production of oil or gas from tho leased premises suCh production thereof should cease from any cause, th1s lease shall not terminate tf on or 
before the expiration of sixty (60) days from date of complebon of said dry hoie or cessation of production Lessee commences additional dnlling or 
reworking operations thereon, or pays or l erlders lhe next annual delay renlal1n the same manner as provided tn lhls lease. If, dunng the last year ot the 
pnmary term or within sixty (60) days poor thereto, a dry hoie be completed and abandoned, or lhe production of oil or gas should cease for any cause. 
Lessee's rights shall remain in full force and effect Without further operations un til the expiration of lhe primary term; and if Lessee has not resumed 
production '" paying quantities at the expiration of the primary term, Lessee may ma1ntaln this lease by conducting addi tional drilling or reworking 
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operations pursuant to, Paragraph 13, using the expiration of the primary term as the date of C<lssation 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 pnmary 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 expira tion 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 facio 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 accordanC<l 
with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EX PIRATION OF PRIMARY TERM. If, at the expiration of tile primary term, neither oil nor gas is being 
produced on said land , but Lessee Is then engaged in drilling or reworking operations thereon, this lease shall remain In force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner WithOut Interruptions totaling more 
than sixty (60) days during any one such operation, and if they result In the production of oil and/or gas, so lOng thereafter as oil andlor gas is produced 
In paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If. after the explration of the primary term. production of oil or gas from the leased 
premises, after ooce obtained. sllould cease from any cause. this tease shall not terminate if Lessee commences addolional drilling or rework•ng 
operations v.ithln 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 worl<manlike 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 v;ell as a dry hole. the lease will not terminate If the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking operations in good faith and In a workmanlike manner witho•;\ lntarruptlons totaling more tnan $lxty (60) days. Lessee sha.l gl• e written notice 
to the General Land Office within thirty (30) days or any cessation of pr•lduction. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut In, was being 
maintained in force and effect. a well capable of produdng oil or gas In paying quanti ties Is located on the leased premises. but o il or gas ls not being 
produced for laCk of suitable production facilities or laCk of a suitable market. then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. II 
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 aftllf Lessee completes a drilling or reworking operation in accordance 
with the lease provisions: v.tlichever date Is latest. Such payment shall be made on&-half (112) to the Commissioner of the General Land Office and one­
half (112) to the owner of the soli. If the shut-In oil or gas royalty Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month In which 
production ceased, and, after that, if no suitable production facilities or suitable market for the oil or gas exists. Lessee may extend the lease for four 
more SUCC<lSSiVe 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, 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 produdng 
reservoir. or In any case In v.tllch drainage Is occurring, tile right to continue to maintain the lease by paying tile shut-In oil or gas royalty shall cease, but 
the lease shall remain effective for the remaindl!f o f the year for v.tllch 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 tile 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 ( 112) to the Commissioner of the General Land Office and one-half (112) to the ownl!f of the soil, beginning on or 
before the last day or the month following the month In v.tllch tile 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 or the leased premises. If the compensatory royalty paid In any 12-month period 
Is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will ac:crue penalty and lntl!fest 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 wtth the Commlsslone~s written approval. the oayment 
ol 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 dollgence or 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 tllereon. 

(A) VERTICAL. In the event this lease Is In force and effect two (2) years a fter the expiration date or 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 or producing in paying quantities and 320 acres 
surrounding each gas. well capable or producing in paying quanli ties (including a shut-In oil or gas well as provided in Paragraph 14 hereof). or a well 
upon v.tlich 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 govemmental 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 thl!feafter 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 por1ion or the lands covered hereby. Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof. together with easements and nghts-of-way for 
existing roads. existing pipelines and other existing facilities on. over and across all tile lands described In Paragraph 1 hereof ("the retaoned lands"). for 
access to and from the retained lands and for the gathering or transportation of oil , gas and other minerals produced from the reta ined lands. 
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(B) HORIZONTAL. In the eventlhls lease Is In fOfce and effecll'Ml (2) years after the expiration date of the promary Of extended tenn il shall 
further tenninate as to all depths below 100 feet below the total depth dnlled (he<einafter "deeper depths") on each well located on acreage relaoned In 
Paragraph 16 (A) above. unless on Of befOfe l'Ml (2) years afte< the primary Of eXlended te<m Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration fOf this lease (as specified on page 1 hereot). If such amount is paid. this lease shall be In force and effect as to 
such deeper depths. and said tennlnation shall be delayed fOf an additional penod of l'Ml (2) years and so long thereafter as oil or gas is produced in 
paying quantilies from such deeper depths covered by lhls 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 woth the well located in the center thereof. Of such othe< shape as may be approved by the Commissioner of the General Land Office Wothon 
thirty (30) days afte.- partialtenninatlon of this lease as proVIded here~n. Lessee shall execute and record a release or releases conlaonong a salosfactory 
legal descriplion of lhe acreage and/or depths not relained 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 dale the release is filed. If Lessee falls or refuses 
to execute and record such release or releases within ninely (90) days afler being requested lo do so by the General Land Office. then the 
Commissioner at his sole dlscrelion may designate by written Instrument the acreage and/or depths to be released hereunder and record such 
onstrumenl at Lessee's expense in the county or counties where the lease Is located and In the offici<ll 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 paod. 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. receive< 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 10 a depth necessary to prevenl undue drainage of 
011 and gas from the leased premises. In addition. if oil and/or gas should be produced In commercial quantities within 1.000 feet of the leased premoses. 
or In any case where the leased premises is being drained by product:ln Cli 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 produong on commercial quantities and shall prosecute such dnlling with diligence. 
Failure to satisfy the statutory oflsel obligation may subjeclthis lease and the owner of the soli's agency rights to forfeiture. Only upon the delermlnalion 
of the Commossioner of the General Land Office and With his written approval may the paymenl of compensatory royally under applicable stalulory 
parameters satisfy the obligation to drill an oflsel 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 conducling drilling ope.-atlons 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 obligation to comply woth such 
covenant shall be suspended and Lessee shall not be liable for damages for !allure to comply woth such covenants; additionally, thi s lease shall be 
extended while Lessee Is prevented, by any such cause, from conducting dnlllng and rev.orklng operations or from producing oil or gas from the leased 
premises. Howeve.-, nothing in this paragraph shall suspend the payment of delay rentals in order to maintaon this lease In effect during the primary te<m 
in the absence of such drilling or rev.orklng ope<atoons or production of oil or gas. 

19. WARRANTY CLAUSE. The owne< of the soil warrants and agrees to defend tiUe 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 pa}'lng any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf o f the owne< of the soli under this paragraph, Lessee may recove.- 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 soli OWins less than the entire undivided surface estate In the above 
described land. whether or not Lessee's Interest Is specified herein, then the royallles and rente I herein provided to be paid to the owner of the soil shall 
be paid to him In the proponlon which his Interest bears to the entire undivided surface estate and the royalties and rental he<eln provided to be paid to 
the Commlssione.- of the General Land Office of the State of Texas shall be likewise proportlonately reduced. However, before Lessee adtusts the 
royally or rental due to the Commissioner or the General Land Office, Lessee or his aulhonzed representabVe must submil to the Commissioner of the 
General Land Office a 'Mitten state<nent which explains the discrepancy between the Interest purportedly leased unde< this lease and the actual interest 
owned by the owne< o f the s011. The Commossloner of the General Land Office shall be paid the value of the ..nola productoon allocable to any undivided 
interest not cove.-ed by a lease. less the proportionate development and production cost allocable to such undiVIded lnte.-est. Howeve<, In no event shall 
the Commissione.- of the General Land Office recetve as a royally on the gross production allocable to the undivided lnte.-est not leased an amount less 
than the value of one-sixteenth (1/ 16) of such gross production. 

(B) REDUCTION OF PAYMENTS. II, during the primary tenn, a portion of the land covered by this lease is Included Wl thon the boundaries 
of a pooled unit that has been approved by the School Land Board and the owne< of the sod in accordance with Natural Resources Code Sections 
52.151·52.154, or If, at any time aile< the expiration of the primary te<m or the extended tenn. this lease covers a lesser number of aC(es than the total 
amount described herein, payments that are made on a per acre basis hereunde< shall be reduced according to the number of acres pooled, released. 
surrendered. or otherwise severed, so that payments detennlned on a per acre basis under the te.-ms of this lease during the primary tenn shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit. or, if after the expiration of the primary tenn, the number or acres 
actually retained and covered by this lease. 

21 . USE OF WATER Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner o f the sool ; provided, however, Lessee shall not use polable water or wale< suitable for ltvestocl< or Irrigation purposes 
for waterflood operations Without the prior consent of the OWine< of the sool. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli for damages caused by Its operatoons to all personal property, 
improvements, hvestocl< and crops on said land. 

23. PIPELINE DEPTH. When requested by the 0\'Kler of the soil. Lessee shall bury ots pipelines below plow depth. 

24. WELL LOCATION LIMIT. No wel l shall be dnlled nearer than l'Ml hundred (200) feet to any house or bam now on said premises wolhout 
the 'Mitten consent of the owner o f the soil. 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollutJon. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways. rivers and Impounded water shall be prevented by the use of oontaonment 
facilities sufficient to prevent spillage, seepage or ground water contamlnatJon In the event of pollution. Lessee shall use aU means at Its dosposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsoble for all damage to public and private properties. Lessee shall budd and 
maontaon 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 dnlllng site of all rubbosh 
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 mac:Nnery and fixtures placed 
by Lessee on the leased premises, induding the right to draw and remove casing, Within one hundred twenty ( 120) days after the explrabon or the 
termonation of this lease unless the owner of the soli grants Lessee an extension of this 12!klay period. However, Lessee may not remove casing from 
any well capable of producing oil and gas on payong quan~~es. Addotionally, Lessee may not draw and remove casing un~l alter thirty (30) days wntten 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any mac:lllnery, 
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 on 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 aoo estates of Lessee. Impair the effectiveness of any payment made by Lessee or Impair the effectiveness of any 
act perfonmed by Lessee. And no change or division In ownership of th~ lanci, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
alter the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satosfactory written evidence of the change 
In ownership, lndudlng the original recorded mooments 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 trn1 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 pan of the acreage, the right and option to pay rentals shall be apponioned 
as between the several owners ratably, according to trn1 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, of the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before trnl next rental payong date. the entire lease shall tenminate 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 trn1 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 provisJon In Paragraph 27(a). If the owner of the soil acquires thos lease In whole or in 
pan 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. o f 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 eo<poration or subsidoary in which trn1 owner o f trn1 soil is a pnndpal stockholder or is an employee of such a corporation or subsidiary: 
(3) a pannershlp in which the owner of the soil is a paMer or Is an employee of such a pannershlp: 
(4) a prinopal stockholder or employee of the eo<poratlon which Is the owner of the soil: 
(5) a paMer or employee In a pannershlp which Is the owner of the soil: 
(6) a fiduciary for the owner of the soil: lnduding 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 soli or related to the owner of the soli by marriage, blood, or adoption. 

28. RELEASES. Under the condotions contained In this paragraph and Paragraph 29, Lessee may at any lime execute and deliver to the 
owner of the soli and place of record a release or releases covering any ponlon or portions of the leased premises. and thereby surrender this lease as 
to sUCh portion or portions, and be reheved of all subsequent obligations as to acreage surrendered. If any pan of this lease Is prope~y surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to trn1 acreage which was covered by this lease 
Immediately prior to such surrender: however. such release will not relieve Lessee of any llabllibes which may have accrued under this lease pll()( to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any pan o f this lease is assigned or released, sUCh assignment or release must be 
recorded in the county where the land is sJtuated, and the recorded Instrument, or a copy of trn1 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 accompanoed by the 
prescribed filing fee. If any sUCh assignment Is not so nted, the righ ts acquired under this lease shall be subject to forfeiture at the option ol the 
Commossloner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisJons penalnlng to the lease of the abov!Hiescribed land have been lnduded 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 panies. Any collateral 
agreements concerning the development of oil and gas from the teased premises which are not contained In this lease render this lease onvalid. 

31 . FIDUCIARY DUTY. The owner o f the soil owes the State a fiduciary duty and must fully disdose any facts affecting the State's Interest on 
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 put the State's 
Interests before his personal Interests. 

32. FORFEITURE. If Lessee shall faol or refuse to make the payment of any sum within thiny days after It becomes due, or If Lessee or an 
authonzed agent should knowingly make any false retum or false repon concerning production or dnlhng. or if Lessee shall fail or refuse to dnll 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 repons In the manner required by law or fall to comply ¥oith 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 penalnlng to opera~ons , or if Lessee or 
an authorized agent should knowingly fail or refuse to give correct lnfonmatlon 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 thos lease shall be subject to forf01ture by the· 
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·commissioner. and he shall forfeol same when suffldenUy Informed of the facts whlcto aulhonze a forfeiture. and when forletted the area shall agaon be 
subject to lease under the terms of the Relinquishment Act. However. nothing herein shall be construed as waiving the automa~c 1ermination of this 
lease by operation of law or by reason of any spedal limlta~ arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another lntet\lene upon sabsfactory evidence to the Commissooner of the General Land Office of future compliance With 
the provosions of lhe law and of this lease and the rules and regulations that may be adopted relauve hereto 

33. LIEN. In aea>rdance With Texas Natural Resources Code 52.136. the Stale shall have a first hen upon all orl and gas produced from the 
area covered by this lease to secure payment of all unpaid royally and other sums of money that may become due under this lease. By acceptance of 
this lease. Lessee grants the State. In addo~ to the lien provided by Texas Natural Resources Code 52. t36 and any other applicable statutory lien. an 
express contractual lien on and security interest In all leased monerals in and extracted from the leased premises. all proceeds whicto 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 premoses used in connection with the production or processing of such leased monorals on order to secure the payment of all royaltres 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 breacto of 
any covenant or condition of this lease. whether express or lmphed. This lien and security Interest may be foreclosed with or Without courl proceedongs on 
the maMer provoded 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 sucto Instruments as may be reasonably necessary to acknowledge. attacto or perfect this loen. Lessee hereby represents that there 
are no prior or supenor liens arising from and relating to Lessee's activities upon the aboviH!escnbed 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 lnleresl of the owner of the soil under this lease woth any other 
leasehold or mineral Interest for the exploratron. development and proe•JCiiOn of oil or gas or either of th11on upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the poohng or unitizing of the interest of the Slate under this lease 
pursuant to Texas Natural Resources Code 52.151·52.154. The owner of the soli agrees thai 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 tho 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 hmiled to. all lOsses and 
expenses which are caused by the acUvoties of Lessee. ots 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 lhis 
Agreement. or by any other negligent or strictly liable act or omission of lessee. Further. Lessee hereby agrees to be liable for, exonerate, indemnity, 
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 claoms, liabilities, lOsses, damages, a~. personal injury (Including death), costs and expenses, or other harm for whlcto 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 
envoronmental hazards. on the leased premises or in any way related to lessee's failure to comply With any and all environmental laws: those anslng 
from or In any way rela ted to Lessee's operations or any other of Lessee·s acUVIUes on the leased premises: those arising from Lessee's use of the 
sur1ace of the leased premises: and those that may anse 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 
respectove sui:cesSO<S and assigns. Each assignee of this Agreement. or an Interest therein. agrees to be liable for, exonerate. Indemnity, 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 connectron With 
the activities of lessee. its officers, emplOyees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGAT10NS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE·EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. lessee shall use the highest degree of care and all reasonable safeguards to prevent contamonation or 
pollution of any enVIronmental medoum, Including soil, surface waters, groundwater. sedlments, and surface or subsurface strata, ambient air or any 
other envoronmental medium on. on, or under, the leased premises. by any waste, pollutant. or contaminant. Lessee shall not bring or permit to remaon on 
the leased premises any asbestos containing matenals, explosoves, toxJc materials, or substances regulated as hazardous wastes. hazardous materials. 
hazardous substances (as the term ·H8Zilrdous Sut:stance" is defined on the Cvmprehenslve Enwonmental Response, Compensabon and Liablloty Act 
(CERCLA). 42 U.S.C. Sectoons 9601, et seq.). or toxJc substances under any federal , state, or local law or regulatiOn ("Hazardous Materials"). except 
ordinary products commonly used In connection With oil and gas explOration and development operations and stored In the usual manner and quanbbes. 
LESSEE'S VIOLAT10N 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 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 EXPIRAT10N 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 on this lease does not conform to these 
statutes. the statutes will prevaol over any nonconforming lease provlsoons. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It Is filed of record in the county records and 
In the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effectiVe date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record In the office of the 
County Clerk In any county In which all or any part of tho leased premises Is located, and certified copies thereof must be filed In the General Land 
Office. This lease is not effective un~l a certified copy of this lease (which Is made and certified by the County Cieri< from his records) Is filed In the 
General Land Office '"accordance With Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless 11 
recites the actual and true consideration paid or promised for &>80J~on of this lease. The bonus due the Stale and the prescnbed fihng fee shall 
accompany such certified copy to the General Land Office. 

"'t BY: ~":fz ~ ~-
CRAIG • BLAIR 

Tille: -....,-..--,--------­

Oate: _.! ..... ~h._· ----"-O_-:z_-_0_5 __ 

LESSOR: 

STA~,Y7 // c.---;; 
Bv.ft.-AL/d~ 

JAMES GILBERT PARISH 

Individually and as agent for the Stale of Texas 

Dale:-------- ---

STATE OF TEXAS 
BY: ______________________________ __ 

Individually and as agent for lhe State ofT exas 

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

• • • • • •• • •• 

.• .. 
-: !.~·· · 

• • • • • • • • • • • • •• • 

., ~u;,_ 
STEP EN S. BLAIR 

Tolle:. ____________ ~ 

Date:____,~~.:::;_..~..../ !~--'=2-'--0_o_f....__ 

STATE OF TEXAS 
BY: ______________________________ __ 

Individually and as agent for the State of Texas 

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

STATE OF TEXAS 
BY: ______________________________ __ 

lnd•VIdually and as agent forlhe State of Texas 

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

. ' 
~ .·.· 

Mail Instrument back to 
Slate Land Services 

P.O. Box 550 
Big SpOng, Texas 79721-0550 
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STATE OF ___ __________ _ (CORPORATION ACKNOWLEDGMENT) 

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

BEFORE ME, the undersigned aut/lorlty. on lhis day personally appeared------------------------------------------­

known 10 me 10 be lhe person whose name is subscribed lo the foregoing lnsln.menls as---------------------------------------­

of----------------------------------------------------------------------- and acl<nowtedged to me that he 
execuled the same for the purposes and conslderalion therein expressed. In the capacily staled, and as the act and deed of saod corporaloon. 

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

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

STATEOF~T•EXA~S~--------­

COUNTY OF T~" \2 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, lhe undersigned authOrily, on this day personally appeared "'JA"'M"""E"'S_,Gai,.LB""E,.Ru.T'-'-P""A"'R"'iS"'H-'--------------

known lome to be the persons whose names are subscribed lo the foregoing lnslrument. and acl<nov.1edged 10 me thai they execuled the same lor the 

purposes and conslderaUon !herein expressed. 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authonly. on this day personally appeared ,.C""RA=IG.._,L~. B.,.LA"""I""R'---------------- --

known lo me lobe lhe persons whose names are subscnbed to the foregetng Instrument, and acl<nowtedged to me that they executed the same for lhe 

purposes and conslderaUOn therein expressed. 

Given under my hand and seal of offoce this lheS-~ay ~ • 20.12.5 

MARY E. IETUS 
Notary Public, Stet• ot TeQs 

My Commission EIOI)Ires 
Juiy 09. 2007 

BEFORE ME, the undersigned authorily, on lhts day personally appeared "'S"-T.._EP"-'HC!.E,.N"-"'S"-. ~BLA!.cl!I~R ___________________________ _ 

known to me to be the persons whose names are subscnbed to the loregetng Instrument. and acl<nov.1edged to me thatlhey executed the same lor the 

purposes and conslderaUOn therein expressed 

G•ven under my hand and seal of office this lhe 'c;;- day of Dt.c f::~ T:. fL__ . 20~ 

..• 
• • • • •• • •• 

DAY OF __ AP_ Rl_ L __ 

• • • • . . .. 
• • . oJ 

• • • • •• . 

~C)~-tt-
Nolary Public In and lor _"J}.y..___.-=L:"-P.,:..:.~._l.--------

, A .D. 2006 @ 11: 30 O' CLOCK _!_M. & 

A .D . 2006 @ 2 : 00 O' CLOCK pH. 

LINDA MCDONALD , COUNTY CLERK 
CULBERSON COUNTY , TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 

DEPUTY •• 
•• • 
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Goner~ll.Jind Office 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin, t!Cexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this _17 _ _ _ day of,.,Ju.,l.~..v _______ .2~ • between the State of Texas, acting 

by and through its agenl, John Qer!DiS Par1sh herein dealing in his sole and seoarate proPerty 

of P .0 . Box 113. Crane Hill. AL 35053 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one 01' more). and ,.c,_,ra"'lg.....,.Lw. B..,t ... al""r..,a.!.!nd,._,.S,..,tep"""h"'en"'-"S"-. "'B"'Ia"'ir ____ ________ _ 

of P.O Box 2476 Carlsbad New Mexico 88221 

(Give Permanent Address) 

hereinafter called Lessee. 

, 1. GRANTING CLAUSE. For and In consideratlon 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 soil. hereby grants. leases and lets unto Lessee. fOI' 
the sole and only purpose of prospecting and drilling fOI' and producing oil and gas. laying pipe lines. buolding tanks. storing oil and budding power 
stations, telephone lines and other structures the<eon, to produce, save. take care of, treat and transport said products of the lease. the following lands 
situated In Culberson County. State of Texas, to-wit: 

The NW/4 and the N/2 of the SW/4 of Sectlon 12, Block 113, Public School Land Survey, Culberson County. Texas 

containing ,.24,0,...00,.,._ _____ acres, mOI'e 01' less. The bonus conslderatlon paod for this lease Is as follows: 

To the State of Texas: Two Thousand Shs Hundred Shlly·Six and 0/100 Dollars 

Dollars (S.r..2 ,.,666""".66""'--------1 

To the owner of the soil: Two Ihousand Six Hundred Sixty-Sill and 0/100 Dollars 

Dollars (S,..2,.,666~~"'-.6!!l6"--------

Total bonus consideration: Five Ihousand Three Hundred Thirty· Two aQd 0/100 Dollars 

Dollars ($5 333 32 ) 

The total bonus consideration paid represents a bonus of"'Two=-'-H"'u""nd,.r,_.ed.,._,a ... nd,._,0/"-'-'100.,._,0ol""'"''a"'rs<--------- ------------

- ---------------- Dollars ($200.00 ) per acre, on ,.26,...""666"""6'----- net acres. 

2. TERM. Subject to the other provisions in this lease. this lease shall be fOI' a term of Three CJl years from 
this date (herein called 'primary term") and as long thereafter as oil and gas. 01' either of them, Is produced In paying quanUtles 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. 
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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 dale Lessee shall pay or tender lo the owner of the soil or to his credit in the--------------

----------------- 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 tenderto 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: ThirJeen and 331100 Dollars 

Dollars ($"'13., . ..,33"---------­

To the State of Texas: ThirJeen and 33/100 Dollars 

Dollars ($.!.:13~. 3,.,3~,__ ______ _, 

Total Delay Rental. Twenty·sl• and 66/100 Dollars 

Dollar& ($~26..,6§,.,._ _______ _ 

In a hke 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 dunn.) the primary term. All payments or tenders of rental to the owner of the soil may be made by Clledl or sight draft of Lessee. or any 
assignee of this lease. and may be delivered on or before the rental paying dale. If the bank designated in lhls paragraph (or Its successor bank) 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 lenders of rental until thirty (30) days after the owner of the sod shall dehver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon productton of oil and/or gas. Lessee agrees to pay or cause to be paid one·half (1/2) of the royalty 
provided for In thos lease to the Commossioner of the General Land Office of the State of Texas. at Austin. Texas. and one-half (1/2) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil. which Is defined as Including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate. distillate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereonafter provided, 
shall be 115 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 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 hoghest 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 ov.ners through an adequate oil 
and gas separator o f conventional type, or other equipment at least as efficient so that allliquod hydrocarbons recove<able from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waoved, In wribng, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (lndudong ftared gas). which is defined as all hydrocarbons and gaseous substances not 
defined as ool in subparagraph (A) above, produced from any well on said land (except as provided herein woth respect to gas processed In a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part of the gross produebon or the market value thereof. at the _. 
option of the owner of the sod or the Commissioner of the General Land Office. such value to be based on the highest market pnce paid or offered for 
gas of comparable quality in the general area v.tlere produced and when run. or the gross pnce paid or offered to the prod!)Cer. whichever os the greater: 
provided that the maximum pressure base in measunng the gas under this lease shall not at any time exceed 14.65 pounds per square Inch absolute. 
and the standard base temperature shall be sixty (60) degrees Fahrenheit. correctoon to be made for pressure according to Boyle's Law. and for specofic 
gravity according to tests made by the Balance Method or by the most approved method of testing beong used by the ondustry at the bme of testong. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recov-.ry or gasoline ::.r caner l.quod 
hydrocarbons shall be 115 part or the resodue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%), or that percent accruing to Lessee. whochever 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 on which Lessee (or Its parent, subsidiary or affiliate) owns an Interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processong 
agreement negotiated at arm's length (or if there is no such third party. the highest percent then being specified In processing agreements or contracts in 
the Industry), 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 resodue 
gas (or the weighted average gross selling price lor the respective grades or hquid hydrocarbons), whichever is the greater. In no event. however. shall 
the royalties payable under this paragraph be less than the royalties v.tlich 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 ·casonghead." "dry." or any other gas. by fractionating. burning or any other processing shaU be 1/5 part of 
the gross production of such products. or the market value thereof. at the option of the owner of the soil or the Cornmissooner of the General Land Office. 
such market value to be determined as follows: 1) on the basis ol the highest market price of each product for the same month In v.tloch such product is 
produced. or 2) on the basis of the average gross sale price of each product for the same month on which such products are produced: v.tlodlever os the 
greater. 

5. MINIMUM ROYALTY. During any year after the exporation of the primary term of this lease. of 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: otherwose. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 
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6. ROY A1. TY IN KIND. Notwithstanding any olher prov1sion In th1s lease. at any time or from time to time. the owner of the soil or lhe 
Commissionor of the General Land Office may. at the option of eithor. upon not less than sixty (60) days notice 10 the holder of the lease. require thai tho 
payment of any royalties accruing to such royalty ov.ner undor this lease be made in kind. Tho ov.ner of the soil"s or the CommissiOner of the General 
Land Office's right to take Its royalty In kind shall not diminish or negale lhe owner of lhe soil's or lhe Commissioner of lhe General Land Office's nghts 
or Lessee's obligations. whether express or implied . under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduchon for 
the cost of producing. gathering, storing, separating, treating, dehydrating, compressing, processing. transporting, and otherwise mak1ng lhe oil, gas and 
other products hereunder ready for sale or use. Lessee agrees 10 oompule 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 lo the wrltten consent of 
the ov.ner of the soil and the Commissioner of the General Land Office. lessee may recycle gas for gas lift purposes on the leased premises or for 
injection into any oil or gas producing formation underty1ng the leased premises after the liquid hydrocarbons contained In the gas have been removed; 
no royalties -shall be payable on the recycled gas unbl it IS produced and sold or used by lessee In a manner v.tllch en~Ues the royalty owners 10 a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken In kind shall be paid 10 the Commissioner of the General Land Office at 
Austin. Texas. in the following manner: 

Payment of roy;;lty on production of oil and gas shall be as provided In the mles set forth In tho Texas Register. Rules currently provide that royalty on oil 
is due and must be received In lhe General Land Office on or before tho 5th day of the second month succeeding the month of produc~on. and royalty 
on gas is due and must be received in tho General land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the O'M'ler. 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 mar1<et value of the oil and gas. together with a oopy of all documents, 
records or reports oonfirmlng the gross production. disposition and mar1<et value including gas meter readings. pipeline recOJpts. 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 lo verify the gross production. disposition and mar1<et value. In all cases the authority of a manager or agent 
10 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 numbor 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. then lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty pay!'lent which Is over thirty (30) days late shall accrue a penalty of 10o/. of the royalty duo or S25.00 v.tlichever Is greater. In addition 
lo a penalty. royalties shall accrue Interest at a rate of 12% per year; such interest will begin 10 accrue when tho royalty Is sixty (60) days overdue. 
Affidavits and supporting documents v.tllch are nol filed when due shall Incur a penalty In an amount set by the General l and Office administrative rule 
v.tlich is effective on the date when the affidavits or supporting documents were due. The l essee shall bear all responsibility for paying or causing 
royalties lo be paid as prescribed by the due dale provided herein. Payment of the delinquency penalty shall In no way operate lo prohibit the Stale's 
right of forfeiture as provided by law nor act lo postpone the date on v.tlich royalties were originally due. The above penalty provisions shall not apply In 
cases of title dispute as to the Slate's portion of the royalty or to that portion of the royalty In d ispute as to fair mar1<et value. 

10. {A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumlsh the Commissioner of the General land Office 
with lis best possible estimate o f oil and gas reserves underlying this lease or allocable 10 lhis lease and shall fumlsh said Commissioner with ooples of 
all oontracts under v.tllch gas is sold or processed and all subsequent agreements and amerldments lo such contracts within thirty (30) days alter 
entering Into or making such contracts. agreements or amerldments. Such oontracts and agreements v.tlen received by the General Land Office shall be 
held In oonfldence by the General Land Office unless olhorwise authorized by lessee. All other contracts and reoords pertaining lo the production. 
transportation. sale and mar1<eling of the oil and gas produced on said premises. Including the books and acoounls. receipts and discharges of all wells. 
tanks. pools. meters. and pipelines shall at all times be subject to Inspection and exam1nation by the Commissioner of the General Land Office, tho 
Atlomey General. the Governor. or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operatiOns on this lease shall be submitted to the Commiss1oner of the General 
land Office by Lessee or operator five (5) days befOfe spud date. workover. re-entry. temporary abandonment or plug and abandonment of any well or 
wells. Such written no~ce to the General Land Office shall Include ooples of Railroad COmmission forms for appl1cadon to driU. Cop1es 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 Commission. All 
applications. permits. reports or other filings that reference this lease or any specific well on the leased premises and \hat are submilted to the Texas 
Railroad CommissiOn or any other governmental agency shall include the word 'Slate' In the tide. Additionally. In acoordance With Railroad Commission 
rules. any slgnage on the leased premises for the purpose of idenbfying wells. tank batteries or other associated Improvements to the land must also 
include the word 'Stale: lessee shall supply the General Land Office with any records. memoranda. accounts. reports. cuttings and oores. or other 
information relative lo the operation of the above-<loscribed premises. which may be requested by lhe·Generalland Office. in addition to those herein 
expressly provided for . Lessee shall have an electr1cal and/or radioacllvlty survey made on tho bore-hole section. from the base of the surface casing 10 
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 10 the 
General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. l essee shall incur a penalty whenever reports. documents or other maler1als are not filed In the General land Office when 
due. The penalty for l ate filing shall be set by the General land Office administrative rule v.tlich is effective on the date v.tlen the materials were due In 
the General land Office. 

11. DRY HOLEICESSAnON OF PRODUCTION DURING PRIMARY TERM. If. dunng the primary term horeof and prior to discovery and 
production of oil or gas on said land. Lessee should dnll a dry hole or holes thereon. or 1f 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 1erm1nate 1f on or 
before the expiration of SIXty (60) days from date of completion of sa1d dry hole or cessation of production lessee commences add1tional drilling or 
rewor1<1ng opera tions thereon . or pays or tenders lhe next annual delay rental in the same manner as provided m th1s lease. II. during the last year of the 
primary term or within sixty (60) days pr1or 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 furthor operations un~l the explrabon of the pr1mary term; and if Lessee has not resumed 
producbon in paying quantities at the expiration of the pnmary term. lessee may ma1ntain this lease by oonductJng additional dnlling or reworlung 
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· operations pursuant to Paragraph t 3. using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the forst 
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 payong date following the expiration of sixty (60) 
days from the dale of completion of such shut-in oil or gas well and upon the faolure to make such payment. this lease shallopso 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 
w.lh the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiratoon of the primary term, neother oil nor gas Is beong 
produced on said land. but Lessee is then engaged in dnlling or rewor1<ing operations thereon, this lease shall remain in force so long as operations on 
saod well or for drilling or rewor1<ong of any addotoonal wells are prosecuted In good faith and in wor1<manlike manner wothout interruptions totaling more 
than sixty (60) days dunng any one such operation. and of they resull on the productoon of ool and/or gas, so long thereafter as oil and/or gas os produced 
in paying quantibes from said land, or payment of shut-in oil or gas well royaltoes or compensatory royaltoes Is made as proVIded on thos tease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the exptration of the pnmary 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 dnlllng or rewor1<ing 
operations within si xty (60) days after such cessation. and this tease shall remaon in full force and effect for so long as such operations continue on good 
faoth and in wor1<manlike maMer without interruptions totaling more than sixty (60) days. If such drilling or reworking operations resul t in the productoon 
of ool or gas, the lease shall remain In full force and effect for so long as 011 or gas is produced from the leased premoses in paying quantoties or payment 
of shut-in oil or gas well royalties or payment of compensatory royattoes is made as proVIded herem or as proVIded by law. II the dnlllng or rewor1<1ng 
operations result In the completion of.a well as a dry hole. the lease will not terminate if the Lessee commences additional dnlllng or reworking 
operations within sixty (60) days after the completion of the well as a dry hole. and this lease shall remain on effect so long as Lessee continues drilling or 
rewor1<ing operations In good faoth and In a wor1<manllke m~nner woiN>ut Interruptions totaling more than soxty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14 . SHUT-IN ROYALTIES. For purposes of this paragraph, "Well' means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If. at any time after the expiration of the primary term of a lease that, until being shut In, was being 
maontained in force and effect. a well capable of producing oil or gas In paying quantlbes Is located on the leased premises. but oil or gas is not being 
produced for lack of suitable production facolibes or tack of a suotable mar1<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 tess than $1,200 a year for each well capable of producing oil or gas In payong quantitoes. 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 rewor1<1ng operaloon in accordance 
with the lease provisions; whichever date Is latest. Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half ( 1/2) to the owner of the soil. If the shut-In oil or gas royalty Is paid. the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the pnmary term. or from the first day of the month followong the month In whiCh 
production ceased. and, after that. if no suitable production facilities or suitable mar1<et for the oil or gas exists. Lessee may eX1end the lease lor four 
more successive penods of one (1) year by payong the same amount each year on or before the expiratoon 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 teased premises and completed in the same producing 
reservoir, or In any case in which drainage Is occurring, the right to continue to maintain the lease by paying the shUt-in ool 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 tease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1.000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-hall (112) to the owner of the soil. beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the well causing the drainage or that is completed on the 
same producing reservoor and located within one thousand (1 .000) feet of the leased premises. tf 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 wothin thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest on accordance woth Paragraph 9 of thos 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided on 
Texas Natural Resources Code 52.173; however. at tho determinauon of the Ccmmissooner, and woth the Commosslonef's writt311 approva:. the payment 
of compensatory royalties can satisfy the obligatoon 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 doligence 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 pnmary or extended term It shall then 
terminate as to all of the teased premises. EXCEPT (1) 40 acres surrounding each oil weU capable df producing in paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities (InCluding a shut-In oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworl<ing operations, or (2) the number of acres lnduded In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151·52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a 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 tess acreage os 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 welts for productoon purposes. 
Notwithstandong 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 desonbed In Paragraph 1 hereof. together with easements and rights-of-way for 
eJUstong roads. exlsting pipelines and other exlsting facilities on, over and across all the lands descnbed 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 ot shall 
furthl!i' tl!i'minate 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 lei'm Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as conslderaUon for this lease (as specified on page 1 hereof). If such amount is paid, thos lease shall be on force and effect as to 
such deeper depths, and said termination shall be delayed for an addotional penod of two (2) years and so long thereafter as col 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 v.;th the well located on the center thereof, or such othl!i' shape as may be approved by the Commossooner 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 contalnong 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 prescnbed by the General Land Office rules In effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases ...;thin ninety (90) days aftl!i' being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease Is located and In the offioal records of the General Land Office and such 
designation ~hall 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 obligaloon 
to protect the oil and gas under the above-descnbed land from being draoned. 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 ...;thin 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 on control of the 
leased premises shall In good faith begin the drilling of a well or wetls upon the leased premises v.;thln 100 days after the draining well or wells or the 
well or wells completed ...;thin 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drillong v.;th 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 determinatoon 
of the Commissionl!f of the General Land Office and v.;th his wntten approval may the payment of compensatory royalty undl!i' applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If. after a good faith eff011, Lessee is prevented from complying v.;th 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, riels. 
strikes, acts of God, or any vabd order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply v.;th 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 conductJng drilling and rev.orlting OPI!f<ltions or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals In ordl!i' to maintain this lease in effect during the primary term 
In the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If lhe owner of the soil defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil In the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the 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. 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 lhe owner of the soot shall 
be paid to him In the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be Ukev.;se proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner o f the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a wntten statement which explains lhB discrepancy between the Interest purportedly leased under lhos 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 producUon 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 tess 
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 boundanes 
of a pooled unit that has been approved by the Schooi Land Board and the owner of the soil In accordance With Natural Resources Code Sectoons 
52.151-52.154, or If, at any time after the expiraUon of the primary tl!i'm or the extended term, this lease covers a lesser number of acres than the total 
amount described herein. payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherWise severed, so that payments determined on a per acre basis under the terms of thos lease during lhe pnmary tl!i'm shall be 
calculaled based upon the number of acres outside the boundari.as of a pooled unit, or, If aher 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 operauons under thi s lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for waterflood operations v.;lhoutthe prior consent of the owner of the soot. 

2.2. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli for damages caused by Its operaUons to all personal properly, 
improvements. livestock and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises v.;lhout 
the written consent of the owner of the soil. 

IF IT BEARS 

ATTEST·:--"-~.J_~~.::::::~U.-f-ifg._J~a.J~i:_ 
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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 forego1ng, pollution of coastal wetlands. natural waterways. rivers and impounded water shall be prevented by the use of containment 
facllilies 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 respons1ble for all damage to public and pnvate 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 1njury: and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely cJean up the drill ing site of all rubbish 
thereon. Lessee shall. while conducting operations on the teased premises, keep said premises free of all rubb1sh, 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 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 12Q.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 unol after thirty (30) days wntten 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the so11 shall become the owner of any machinery, 
fixtures. or casing wihlch are not timely removed by Lessee under the terms o f 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 o f this lease shall extend to and be binding upon their heirs. devisees, legal 
representatives. successors and assigns. However, a cJhange or division In ownership of the land, rentals. or royalties w.ll not enlarge lhe 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 chango or divl~lon 1n ownership of the land. rentals. or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of th e soil (or his heirs. devisees. leoal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
In ownership. Including the original recorded munlments of UUe (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment o f this lease shall. to the extent of the interest assiQned. 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 h1s share of the rental shall not affect 
this tease on the pan of the land upon which pro rata rentals are timely paid or tendered: however. II the assignor or assignee does not file a cert1fied 
copy of such assignment in the General Land Office before the next rental paying date. the enUre tease shall terminate lor la1lure 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 
orig1nallessee or any prior assignee of the lease. including any liabilities to the State lor unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a). 1f the owner of the soli acquires this lease In whole or 1n 
part by assignment without the prior written approval or 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 1f It were made to the owner of the soli If the 
assignee Is: 

(1) a nom inee of the owner or the soil: 
(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 soil is a partner or Is an employee of such a partnership: 
(4) a principal stockholder or employee of the corporation which Is the owner or the soil: 
(5) a partner or employee In a partnership which Is the owner or the soli: 
(6) a fidudary 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 soli by mamage. blood. or adoption 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29. Lessee may at any time execute and deliver to the 
owner or the soli and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease as 
to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. If any pan 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 wihich was covered by this lease 
Immediately prior to such surrender; however. such release will not relieve Lessee of any liabiiiUes which may have accrued under thts 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 Instrument, or a copy of the recorded Instrument certlfied by the County Clerk of the 
county In wihlch 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 opbon 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 lh1s 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 tease render this lease 1nvahd. 

31. FIDUCIARY DUTY. The owner of the soli owes the State a fiduciary duty and must fully d1sdose any facts affecting the State's mterest In 
the leased premises. When the interests of the owner of the soli conflict w.th 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 W1th1n th1rty days after It becomes due. or i f Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or dnlling. or 1f Lessee shall fall or refuse to dnll 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 1! Lessee 
should fail to file r eports in the manner required by taw 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 II Lessee or 
an authorized agent should knowingly fatl or refuse to give correct Information to the proper authority. or knowingly fa1l or refuse to fum1sh the General 
Land Office a correct log of any welt, or if Lessee shall knowingly violate any of the material provisions or this lease. or If this lease Is assigned and the 
assJgnment 1s 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 sufficiently infOtmed of the facts which authorize a forletture. and v.1len forfeited the area shall again be 
subject to lease under the terms of the RelinqUishment Act However. nothing herein shall be construed as waoving the automatic termination of thos 
lease by operation of law or by reason of any speoal limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstaled before the rights of another Intervene upon satisfact()()' 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 Stale shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royally and other sums of money that may become due under this lease. By acceptance of 
this lease. lessee grants the State, In addition lo 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 whoch may accrue to 
l essee 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 on order to S8CUre the payment of all royal~es 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 condllion of this lease. whether express or implied. This lien and SOQJrity interest may be foreclosed with or without court proceedongs in 
the manner provided In the nue 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 lhis lien. lessee hereby represents that there 
are no prior pr supenor liens arising from and relating to Lessee's achvities upon the above-descnbed property or from Lessee's acquosltion of this tease. 
Should the Commissioner at any time determine that this representation is not true. then the Commissioner may dedare this lease forfeited as provided 
herein. 

34. POOLING. lessee Is hereby granted the right to pool or uni~ze the royally interest of the owner of the soli under this lease with any other 
leasehold o~ mor.era! interest for the exploration. development and r!oductiO"' of ool or gas (lr either of them upon the same tll'TTls 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 o f the State under this tease 
pursuant to Texas Natural Resoutces Code 52.15t-52.154. The owner of the soil agrees that the onclusion of this proVIsion on this lease sabsfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. l essee hereby releases and discharges the State of Texas and the owner of the soil. theor ofbt"s. employees. partners. 
agents. contractors. subcontractors. guests, invitees. and their respective successors and assigns, of and from all and any act1011s and causes of actoon 
of every nature. or other harm, lnduding environmental harm, for which recovery of damages os sought, indudlng. 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 lo be liable for. exonerate. Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers. employees and agents. theor successors or assigns. agaonst any 
and all daoms. liabilities. losses, damages. actions. personalonjury (including death). costs and expenses. or other harm for which recovery of damages 
Is sought, under any theory Including ton. contract. or strict liabili ty, Including attorneys' fees and other legal expenses. lndudlng those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws: those an sing 
from or In any way related to Lessee's operations or any other of Lessee's aelovtties 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 theor 
respective successors and assigns. Each assignee of thos Agreement, or an Interest therein, agrees to be liable for. exonetate. 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 L IMITED 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), WHETliER 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 contamlnahon or 
pollution of any environmental medium, indudlng soil. surface waters. groundwater. sediments. and surface or subsurface strata. ambient aor or any 
other environmental medium in, on, or under. the leased premises. by any waste. pollutant. or contaminant. Lessee shall not bring or perm1t to remain on 
the leased pr11moses any asbestos contaoning material~. explosives. toxic mater:'lls, or substances regulated as hazardous wastes. hazarJous materials, 
hazardous substances (as the term "Hazardous Substance· Is defined In the Comprehensive Envoronmental Response. CompensatiOn and Llablloty Act 
(CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal , state, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used in connection Wi th 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, liABILJnES, 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 Tl-tE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE E.XPtRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. Thos 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 on thi s lease does not confOtm 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 acknov.1edged by the Lessee befOfe It Is filed of record in the county records and 
in the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied. the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record in the office of the 
County Cter1< in any county In whiCh all or any part of the leased premises Is located. and certified copies thereof must be filed on 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 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 State unless It 
reci tes the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany suCh certified copy to the General Land Office. 

LESS~ 6&. 
BY: ~~--· 

CRAIG . BLAIR 

Tille: --r-.::---:::--------,--

Date: ~!Jl~L--:---0.::......=..3 _-D;:;._,.cL._{_ 

LESSOR: 

STATE OF TEXAS 
BY: _____________________ _ 

Individually and as agent for the State of Texas 

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

BY ~d~ 
~LAIR 

Tille: __________ -::-_ 

Date:.-12e<c.a.......,<~,_2.D=--o_c __ 

STATE OF TEXAS 
BY: ______________________________ _ 

Individually and as agent for the State of Texas 

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

STATE OF TEXAS 
BY: _ _____________________ _ 

Individually and as agent fOf the State of Texas 

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

. .. 

Mall Instrument back to 
Slate Land Services 

P.O. Box 550 
Pig Spring, Texas 7972i f'C,":Q 

:, 
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STATE OF __ ~.:::._:=:.==-­
COUNTY OF _.:.,.iV\.;_:_:~;_;_-rl"'<....:...;..--

(CORPORATION ACKNOWLEOGMENT) 

BEFORE ME. the undersigned authorliy. on this day personally appeared---------------------­

known to me to be the person whose name Is subscribed to the foregoing Instruments as-------------------­

of--- ------- ------- -------------------- and acknowledged to me that he 
executed the same for the purposes and consideration there1n expressed. In the capacity stated. and as the act and deed of said corporation. 

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

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

STATE OF _ ___:.~=:=::..===-- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF f"\. ~>-"'\ ~~ 
BEFORE ME. the undersigned aulhority. on this day personally appeared ,.JO><!..!H...,N'-"D"-'E.,N,N,t,.S-'-P..cAR..,IS"'H"---------------

.. , .. _ 

known lome to be the persons whose names are subscribed to the foregoing Instrument. and acknowledged to me that they executed ~1e s<~r.•c. ·for.ihu. 

purposes and consideration therein expressed. . . · · 

Given under my hand and seal of office this the ;2 '{ ~ day of 

STATE OF~ 
COUNTYO~ 

0~ . 2oOS 

w~v~o.~ 
Notary Public In and for M4. <.A ~ 0 ~ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared :.,C~RAC!.liG.u.L.uB~LA.a!!IR~----------------

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. #. 
Giv'!n under my han:! and snsl of oH,ce this thJ:!!!.. day of~~ . '2~ 

STATE OF~f\"=::, 
COUNTY OF \(?Avl::> 

MARY E. BETUS 
Notary Public, State of Texas 

My Commissioll Expires 
July 09, 2007 

BEFORE ME. the undersigned authority, on this day personally appeared ::.~.S.!.Tz.E!:..PHL!.b.EN!.!...>iS"-. ~B!><LA~I...,R:_ _____________ _ 

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 Q ~C'c.~(Z_ . 2oO'S:". 

~g~ 
PEGGY J. BAANm 

MY CXllo«ooiSSION EXPIRES 
.A.rte1. m 

FILED FOR RECORD ON THE 12th 

··~· v··. 
' . 

19 th 

Notary Public in and for __ ,_( ...:§c:.;=..:...A ... )-,;;;~o-------

DAY QF APRIL • A.D. 2006 @ 11:30 O' CLOCK LH- & 

DAY OF _ AP_ RI_ L __ • A . D. 2006 @2~o' CLOCK PH. 

LINDA MCDONALD. COUNTY CLERK 
CULBERSON COUNTY , TEXAS 

--~---,~.:~!~.~~~~-. --------~ 
,.. . •, :·~jl., 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and fore!)Oing IS a full , true and correct photographiC copy of the 
ong1nal record now w d possess1on, as the same 1s 
filed/rec~n Jhe , Records of my oHrce, found 
1n VOL~ PAG'""0'.....,.1<H'?'I.-:.J 

~~'ip 

•• • • •• • ••• 

• • • • • • • 

• • • • • • • • • • • • • • • •• • • • • • •• 
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State Lad- & ~¥t-o6--'UJatt S~ 

May 26, 2006 

Texas General Land Office 
Mineral Leasi ng Divi ion 
Atln: Linda Anderson 
1700 N. Congress Ave., uite 640 
Austin, TX 7870 1-1495 

P.O. BOX 550 
BIG SPRING, TX 7972Hl550 

(432) 267-3601 

RE: Mineral File umber I 06269 and I 06270. 

Dear Linda: 

cnt via UP 
# IZ F70 964 22 1001 7449 

Plea e find cnclo cd check # 16490 totaling $ 160.00 made payable to the CO~MJ:~~tEJit:::t;l£:::3;1-+6--Gl 
LA D OFFICE OF Til E STATE OF TEXA , AT AU Tl , TEXAS, . 
Cia ificd Lands that arc due on or before June 17. 2006 covering the /2 of the ~mr-m>-<~ri-m...-1-'~ttru~m 

chool Land urvcy, Culberson County, Tcxa , contai ning 80 acre , more or lc and a payment for delay rental that 
aredueon or bcfore July 17, 2006covcringthe W/4andthc /2of the W/4of 
Land Survey, Culber on County, Texas, containing 240 acre , more or lc : 

EC. 12, BLK. I 13, P 

SURFACE OW ER LESSEE 

I. Frankie R. We !-Davis Craig & tcphen Blair 
NET ACRES- 13.3333 

2. Mallie Ru ell Pearson Craig & tephen Blair 
NET ACRES- 13.3333 

3. Maurice Russell Wi lson Craig & tcphen Blair 
ET ACRE -13.333 

4. Kay Rcichcnau Ponder Craig & tcphcn Blair 
NET ACRES-6.6667 

5. Gcana R. Pfeiffer Craig & tcphen Blair 
NET ACRE -6.6667 

6. Carl D. Ru ell Craig & tcphen Blair 
ET ACRE -6.6667 

7. Dr. John R. Ru ell Jr. Craig & tcphen Blai r 
NET ACRES-6.6667 

8. Ernestine Pool Li fe Est. Craig & tephen Blair 
ET ACRE -4.4444 

9. Mada E. llambrick 
ET ACRE -4.4444 

I 0. Johan Ru ell Turpin 
NET ACRE -4 .4444 

• • • • • • • • • • • • • • • • • • • • • 
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Craig & tcphcn Blair 

Craig & tcphcn Blair 

June 17, 2006 

June 17, 2006 

June 17, 2006 

June 17,2006 

June 17,2006 

June 17,2006 

June 17, 2006 

June 17, 2006 

June 17, 2006 

June 17, 2006 

Ml ERAL AMOUNT 
FILE UMBER TO TATE 

106270 $6.67 

106270 $6.67 

106270 $6.67 

106270 3.33 

106270 $3.33 

106270 $3.33 

106270 3.33 

106270 2.22 

106270 2.22 

106270 $2.22 



EC. 12, llLK. 113, P 

A IVERSARY 
URFACE OW ER LE EE DATES OF LEA E 

II. Kenneth R. Johnson Craig & tephen Blai r July 17,2006 106269 $40.00 
NET ACRE -80.0 

12. Amy Susan Kerbow Craig & tephen Blair July 17, 2006 106269 $20.00 
NET ACRES-40.0 

13. Landrum L. Medlock, Il l Craig & Stephen Blair July 17, 2006 106269 $20.00 
NET ACRES-40.0 

14. Leslie J. Parish Craig L. Blair July 17,2006 106269 $ 13.33 
NET ACRES-26.6667 

15. James Gi lbert Parish Craig & tephen Blair July 17, 2006 106269 $13.33 
NET ACRE -26.6667 

16. John Denni Pari h Craig & tephen Blair July 17, 2006 106269 $13.33 
ET ACRES-26.6667 

TOTAL DELAY RE TAL $160.00 

If you have any quest ions, please do not hesi tate to our offi ce toll-free at 1-877-589-8858. 

All/dr 

\\llernandez\slsclient \The Mii i\Capitan\Pari h ec. I2\Correspondence\Delay Rentals Payable to TATE OF 
TEXA .doc 
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SLATE LAND SERVICES 
P.O. BOX 550 PH. 432-267-3601 

BIG SPRING. TX 79721-0550 
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TEXAS GENERAL LAND OFFKCE 

July 17, 2006 

Attn: Augustine Hernandez 
Slate Land & Right of Way Services 
P.O. Box 550 
Big Spring, Texas 79721-0550 

Re: RELINQUISHMENT ACT LEASE No. M-106269 
240.0 acres out of Section 12, Blk. 113, PSL 
Culberson County, Texas 

Dear Mr. Hernandez: 

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-106269. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of$24,125.00, has been applied as the state's portion of the cash bonus 
$24,000.00, along with a processing and filing fee in the an10W1t of$125.00. Please let me know if 
you should have any questions. 

Sincerely, 

~~c'.Q~ /' 
DrewReid ~ 
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.ocus 
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12 OF T il E SWM OF EC. 12, BLK. 113, PSL 

SURFA CE OW ER 

I I . Kenneth R. Johnson 
NET ACRE -80.0 

12. Amy usan Kerbow 
NET ACRE - 40.0 

Craig & Stephen Blair 

Craig & tephen Blair 

13. Landrum L. Medlock. Ill Craig & Stephen Blair 
ET ACRES- 40.0 

14. Leslie J. Parish Craig & Stephen Blair 
NET ACRE - 26.6667 

15. James Gilbert Parish Craig & tephen Blair 
ET ACRE -26.6667 

16. Jphn Dennis Parish Craig & tephen Blair 
ET ACRES-26.6667 

A NIVER ARY 
DATES OF LEASE 

July 17.2006 

July 17,2006 

July 17.2006 

July 17.2006 

July 17.2006 

July 17,2006 

Ml ERAL AMOUNT 
ILE NUMB ER TO TATE 

I 06269 $40.00 

I 06269 $20.00 

106269 $20.00 

106269 $13.33 

106269 $13.33 

106269 $13.33 

TOTAL DELAY RE TAL ' 160.00 

I r you have any questions. please do not hesitate to our office to ll- free at 1-877-589-8858. 

Sincerely. 

A~ 1Jy~~~ 
Augustine llernandez 

Landman All/dr 

\\l-lemandez\slschents\The Miii\Capitan\Parish ee. I2\Correspondenee\Delay Rentals Payable to TATE OF 
TEXA doc 
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