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L8S801': Pearson, Mattie Russell 

LOSS88: Clair L. Blair and Stephen S. Blair 
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RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office 

TO: Jerry Patterson, Commissioner 

Larry Laine, C hief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: C lair L. Blair and StephenS. Blair 

Prim. Term: 3 years 

Royalty: 115 

Consideration 

Recommended: (?A6 
Not Recommended: ----

Bonus/Acre 

Rental/ Acre 

Date: 3o. o~ 

Comments: 9 more leases on this property. 

vi&ase Form 

Recommended: Mf­
Not Recommended: ----
Comments: 

Jerry Patterson Commssioner 

DATE: 27-Mar-06 

County: 

$200.00 

Sl.OO 

CULBERSO 

Louis Renaud , Deputy Commissioner Date: \.5/ ~ /(0 G 
Recommended: 

Not Recommended: ----

Bill Warnick, General Counsel 

Recommended: l4l1[:J 
Not Recommended: - ---

Lany Laine, Chief Clerk 

Approved: ,~ 
Not Approved: ___ _ 

Date: .5;;a 
I 

Date: {/~.t/v & 
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OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this _17 ___ day of ,..,Ju.,n"'e.__ ____ __ .2~ • between the State of Texas. acting 

byandthroughl~agent . ~F~rn~n~k"'le~R~. vv~e~s~t·~D~a~vl~s ________________________________________________________________________ _ 

of 602 VV. 3'" St .. Brenham. IX 77833-4041 

(Give Permanent Addreu) 

said agent heretn referred to as the owner of the soil (whether one CK more). and ~Cr:!.lae!iglL.I.Lu... EB:!lla~irwae!nd.!!LS"""'teol!=2en~S"-"B"'ta.,ir.__ ________________________ _ 

of p.o. Box 2476 Carlsbad New Mexico 88221 

(Give Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and In considerabon of the amoun~ staled below and of the covenants and agreements to be paid. kept and 
performed by Lessee undef this lease. the State of Texas acting by and through the ownef of the soil. hereby grants. leases and le~ 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, Stale of Texas. to-wit: 

The S/2 of the SVV/4 of Section 12. Block 113, Public School Land Survey. Culberson County. Texas 

containing ,.8,..0.,.0~.-__________ acres. more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: One Thousand Three Hundred Thirty-Three and 331100 Dollars 

Dollars (S·.c1 ""3""33,....3..,3,__ _____ --' 

To the ownef of the soli: One Thousand Three Hundred Thirty· Three and 331100 Dollars 

Dollars (S .... 1 ,.33..,3..,3 .. 3'--- --- --

Total bOnus consideration: Two Thousand Six Hundred Sixty-Six and 661100 Dollars 

Dollars ($o..2J.!666~&.~660!--------

The total bonus consideration paid represents a bonus of .cT"'wo"'-'H.!lu<!ndl>t!'red..,._2a!.!:nd~U~0:t..l1..,.000l.JDo~l:!llaurs2.-__________________________________________ _ 

------------------ Dollars ($200 00 ) per acre. on _,_1,_3.,.3,3"'33.__ ____ net acres. 

2. TERM. Subject to the other prOV1sions In this lease. this lease shall be for a term of Three 13\ years from 
this date (herein called "primary term") and as long thereafter as ool and gas. or either of them. Is produced In paytng quanbties from said i;Jnd. 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 shalltenninate. 

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

Bank. at _~--~~--~~----~~~~~~~------~--~77~~--~~ 
or its successors (which shall conMue as the depository regardless of changes in the ownership of said land). the amount specified below: in addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS, a like sum on 
or before sa1d date. Payments under this paragraph shall operate as a rental and shall cover the privilege of defernng the commencement of a well for 
one (1) year from said date. Payments under th•s paragraph shall be in the following amounts: 

To the owner of the soil: Six and Sixtv·seven one hundredths 

Dollars ($,.6."'6"-7 ________ __ 

To the State of Texas: Six and Sixty-seven one hundredths 

Dollars ($lo!.6.,.6ct..7 ________________ _ 

Total Delay Rental: Thirteen and Thirty-four one hundredths 

Dollars ($.!.13,."'3:::_4 ________ _ 

In a like manner and upon like payments or tenders annually, the commencement of a well may be fur1her deferred for successive periods of one ( 1) 
year each during the primary term. All payments or tenders of rental to the owner of the soli may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. it the bank designated in this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fall or be succeeded by another bank, or for any reason fail or refuse to accept rental , Lessee shall not be 
held in default for failure to make such payments or tenders of rental unm 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-halt (1/2) of the royalty 
provided for In this lease to the Commissioner of the General Land Office of the State of Texas. at Austin, Texas, and one-half (1/2) of such royalty to the 
owner of the soil : 

(A) OIL. Royalty payable on oil. which Is defined as Including all hydrocarbons produced In a liquid fonn at the mouth o f the well and also as 
all condensate. disti llate, 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 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 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 o f 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 ftared 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 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 thai the maximum pressure base in measunng the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit. correction to be made for pressure according to Boyle's Law, and for speofoc 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liQUid 
hydrocarbons shall be 1/5 part of the residue gas and the hqula hydrocarbons extracted or the market value thereof, at the option of the owner 
of the so•l or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
producUon of residue gas attnbutable 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 wh1ch Lessee (or Its parent. subsidiary or affiliate) owns an interest, then tne percentage applicable to hqu1d 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there Is no such third porty. the highest percent then being sp.eclfied In processong 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 tne gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon blacJk. sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be 115 pan of 
the gross production o f such products, or the market value thereof, at the option of the owner of the soil or tne Commissioner of the General Land Office, 
such market value to be detennined as follows: 1) on the basis of the highest market price of each product for the same month In wh1ch such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in wh•ch 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; othe<Wise. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 



· 6. ROYALTY IN KINO. Notwithstanding any other provision 1n this lease. at any tJme or from tJme to time. the owner of the so11 or the 
Commissioner of the General Land Office may, at the option of either. upon not less than sixty (60) days notice to the holder of the lease. require that the 
payment of any royalties accruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royally 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 rece1ved, 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 subtect 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 premises or for 
fnjectJon into any ott o r gas produCing formation underlying the leased premises after the liquid hydrocarbons contained 1n the gas have been removed: 
no royalties shall be payable on the recyded gas untJI it is produced and sold Of used by Lessee 1n a manner wh1ch enblles the royally owners to a 
royalty under· this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken •n k•nd shall be paid to the Comm•ssioner of the General Land Office at 
Aust•n. Texas. in the following manner: 

Payment of royally on production of oil and gas shall be as proVIded in the rules set fOfth in the Texas Reg•ster. Rutes currenuy provide that royalty on 011 
1s due and must be received in the General Land Office on or before the 5th day o f the second month succeeding the month of productJon. and royally 
on gas is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of productJon. 
accompanied by the affidavit of the O'M'Ier. 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 cx>nfirming 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 productlon. 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 royally being paid on each lease. If Lessee pays 
his royally on Of before thirty (30) days after the royally payment was due, then Lessee owes a penalty of 5% on the royally 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 120fo per year. such interest will begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavi ts and supporting documents which are not filed when due shall incur a penally In an amount set by the General Land Office administrative rule 
which Is effective on the date when the affidavits Of supporting documents were due. The Lessee shall bear all responsfbtllty for paying or caus•ng 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penally shall in no way operate to prohibit the State's 
righl of forfeiture as provided by law nor act to poslpone the date on which royalties were originally due. The above penally proVIsions shall not apply 1n 
cases of title dispute as to the State's portion o f the royally or to that portion of the royally In dispute as to fa1r market value. 

10. (A ) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fum1sh the CommfsslOiler 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 fumish said Commiss•oner With copies of 
all contracts under which gas is sold Of processed and all subsequent agreements and amerldments to such contracts within thirty (30) days after 
entenng into or making such contracts. agreements or amendments. Such contracts and agreements when rece•ved by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authonzed by Lessee. All other contracts and records pertaining to the production. 
transportation. sale and marketing of the 011 and gas produced on said premises. inCluding the books and accounts, rece1pts 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 
Attomey 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 wntten notice to the General Land Office shall Include copies of Railroad Commission forms for application to drill. Copies of well tests. 
completion repons 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 indude the word "State" in the tiUe. 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 recO<ds. memoranda. accounts. reports. cuttings and cores. or other 
information relative to the operation of the above-described premis'3s, which may be requested by the General Land Office, in addibon 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 au 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 or said survey. 

(C) PENAL TIES. Lessee shall incur a penally whenever reports, documents Of other matenais 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 effectlve on the date when the matenals were due 1n 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the pnmary term hereof and prior to diSCOvery and 
production of oil or gas on said land. Lessee should drill a dry hole or holes thereon, or 1! during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such productJon thereof should cease from any cause. this lease shall not terminate 1f on or 
before the expiration of sixty (60) days from date of completion of sa1d dry hole or cessation of production Lessee commences additJonal 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 lor any cause. 
Lessee's rights shall remain in full force and effect without funher operations unUI 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 addihonal drilling or reworl<ing 
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operation~ 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 descnbed 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 explrahon 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 shall Ipso facto term•nate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises. payments may be made in accordance 
with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term, neither oil nor gas Is being 
produced on said land. but Lessee Is then engaged In drilling or reworking operations thereon. this lease shall remain in force so long as operations on 
said well or for drilling or reworiung of any addit•onal wells are prosecuted in good faith and In v.orkmanlike 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 tong 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 royalt1es i s made as provided 1n this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the teased 
premises, af1er once obtained. should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or rev.orking 
operahons within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations conhnue 1n good 
faith and In .v.orkmanlike 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 prov1ded herein or as provided by law. If the drilling or reworking 
operations result In the completion af a well as a dry hole, the lease will not terminate if the Lessee commences addillonal 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 tong as Lessee continues drilling or 
rev.orking operations in good faith and In a v.orkmanlike manner without Interruptions totaling more than sixty ( t.O) days. Lessee shall g•ve wntten notice 
to the General land Office within thirty (30) dars of any cessation of proouchon. 

14. SHUT-IN ROYALTIES. For purposes of this 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 af1er the expiration of the primary term of a lease that, until being shut ln. was being 
maintained In Ioree and effect. a well capable of producing oil or gas In paying quantities Is located on the leased premises, but oil or gas Is not being 
produced 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 lor each well capable of producing oil or gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph. the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days after l essee completes a drilling or reworking operation In accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (112) to the Commissioner of the General land Office and one­
half (112) to the Dwner 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 penod 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 su1table 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 expirabon of each shuHn year. 

15. COMPENSATORY ROYALTIES. If. during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed In the same producing 
reservoir, or In any case in which drainage Is occurring, the right to continue to maintain the lease by paying the shut-In oil or gas royalty shall cease. but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (112) to the Commissioner of the General land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month folloWing the month in which the oil or gas Is produced from the well causing the drainage or that Is completed in the 
same producing reservoir and 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 th•s 
lease. None of these provisions will relieve lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and With the Commissioner's written approval. the payment 
ol compensatory royalhes can satisfy the ooligation to dml offset wolls. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, af1er 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 drill ing such additional well or 
wells as may be reasonably necessary for the proper development o f the leased premises and In marketing the production thereon. 

(A) VERTICAL. In the event th1s lease Is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quanti~es (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 operallons. 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 productJOn 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof. the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said well or wells lor 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
ex1sting roads. existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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· (B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term It shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid. this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) 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. It 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 wrillen 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. 

1 i. OFFSET WELLS. Neither the bonus, delay rentals, nor royalt ies 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 Of gas. the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soli's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approva~ may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE M~EURE. If, after a good 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. 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 uue to the leased premises. If the owner of the soil defaults 
in payments owed on the leased premises. then Lessee may redeem the rights of the owner of the soli in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. tf 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 thi? 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 b.f this lease is included within the boundaries 
of a pooled unit that has been approved by the School land Board and the owner of the soli in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term , this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released. 
surrendered, or otherwise severed. so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit. or. If after the expiration of the primary term , the number of acres 
actually retained and covered by this lease. 

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developang lhts area, Lessee shall use lhe highesl degree of care and all proper safeguards 10 prevent pollution. Without 
limibng the foregoang, pollution of coastal wetlands, narural waterways. rivers and impounded water shall be prevented by lhe use of containment 
facilities sufficient to prevent spallage, seepage or ground water contamination. In lhe event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responstble for all damage to public and pnvate properties. Lessee shall buald and 
ma1ntain fences around tis slush. sump. and drainage pits and tank batteries so as to protect livestock aga1nst 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 dnlllng site of all rubbish 
thereon. Lessee shall. while conducting operations on the leased premises. keep said premises free of all rubbish, cans. boiUes. 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. Subtectto limitations in this paragraph. Lessee shall have the nghtto remove machinery and fi~tures placed 
by Lessee on the leased premises. including lhe right to draw and remove casang, wilhin one hundred twenty ( 120) days after lhe exparat1on or the 
termlnataon of this lease unless lhe owner of lhe soil grants Lessee an extension of lhis 120-day period However. Lessee may not remove casang from 
any well capable of producing oil and gas in paying quantitaes. Add1taonally. Lessee may not draw and remove cas1ng unbl after thirty (30) days wntten 
notice to the Commissioner of the General Land Office and to lhe owner of the soil. The owner of the soil shall become lhe owner of any machinery, 
fi~tures . or casing which are not timely removed by Lessee under the terms of this paragraph. 

21. (A) ASSIGNMENTS. Under lhe conditions contained In this paragraph and Paragraph 29 of this lease. lhe rights and estates of etlher 
party to this lease may be assigned, In whole or In part. and the provisions of lhis lease shall extend to and be binding upon thear heirs. dev1sees, legal 
representatives. successors and assigns. However, a change or dtvtslon In ownership of lhe land. rentals. or royalties will not enlarge lhe obligations of 
Lessee. diminish lhe rights, privileges and estates of Lessee. impair the effecbVeness of any payment made by Lessee or lmpaar lhe effectiveness of any 
act performed by Lessee. And no change or division In ownership of the land. ren\els. or royalties shall bind Lessee for any purpose unbl U11rty (30) days 
after the owner of the sod (or his heirs. devisees. legal representatives or assigns) furnishes lhe Lessee wilh sabsfactory written evadence of the change 
In ownership, Including lhe onginal recorded munaments of bUe (or a cerbfied copy of such origtnal) when lhe ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to lhe ex1ent of the anterest assigned, relieve and d ascharge Lessee of all subsequent 
obligations under lhis lease. If lhis lease is assagned in its entirety as to only part of lhe acreage, lhe right and option to pay rentals shall be apportioned 
as between the several owners ratably. according to lhe area of each, and failure by one or more of them to pay his share of lhe rental shall not affect 
this lease on lhe part of lhe land upon which pro rata rentals are timely paid or tendered: however. If lhe assignor or assignee does not file a certified 
copy or such assignment in the General Land Office before the next rental paying date. the enbre 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 penalbes owed to the State by lhe 
original lessee or any prior assignee of the lease, including any liabilities to lhe State for unpaid royalties. 

(B) ASSIGNMENT L IMITATION. Notwithstanding any provision In Paragraph 27(a). If the owner or lhe soil acquires this lease In whole or in 
part by assignment wilhout lhe prior written approval of the Commissioner of lhe General Land Office. lhis lease Is void as of the time of assagnment and 
lhe agency power of lhe owner may be forfei ted by lhe Commissioner. An assignment will be treated as if II were made to lhe owner of the sotl if lhe 
assignee Is: 

( 1) a nomanee of lhe owner of the SOtl; 
(2) a corporation or subsidiary in which the owner of the soal is a principal stockholder or Is an employee of such a corporation or subsidiary: 
(3) a partnership in which lhe owner of the soil 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 lhe soil; 
(5) a partner or employee in a partnership which is lhe owner or the soli: 
(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 lhe owner of the soil or related to lhe owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under lhe conditions contained In lhls paragraph and Paragraph 29, Lessee may at any time e~ecute and deliver to the 
owner of lhe soil and place of record a release or releases covering any portion or portions of lhe leased premises. and tl!ereby 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 proper1y surrendered, the 
delay rental due under this tease shall be reduced by the proportion that lhe 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 liabiliUes 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 lhis 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 lhe County Clerll of the 
county In which the instrument Is recorded, must be filed in lhe General Land Office within 90 days of the last execution date accompanaed by the 
prescribed filing fee. If any such assignment is not so flied, the rights acquired under lhis lease shall be subject to forfeiture at the optaon of lhe 
Commissioner of lhe General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of lhe above-descnbed land have been induded 1n thas Instrument. 
includ1ng the statement of the true consideration to be paid for the executaon of lhis lease and lhe nghts and duues of the parbes. Any collateral 
agreements concerning the development of ool and gas from lhe leased premises which are not contained an lhas lease render lhis lease invalid 

31 . FIDUCIARY DUTY. The owner of lhe soli owes the State a fiducaary duty and must fully disclose any facts affecting lhe State's interest in 
the leased prem1ses. When lhe Interests of the owner of lhe soil conftict wilh those or the State. lhe owner of the soil Is obligated to put the State's 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum within thirty days after It becomes due, or If Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or If Lessee shall fail or refuse to dnll any 
offset well or wells in good fa ith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or if Lessee 
should fall to file reports in lhe manner required by law or fall to comply with rules and regulations promulgated by lhe General Land Office, the School 
Land Board, or the Railroad Commission. or If Lessee should refuse the proper aulhonty access to lhe records pertaining to operations. or If Lessee or 
an authorized agent should knowingly fall or refuse to give correct In forma bon to the proper aulhority. or knowingly fall or refuse to furnish lhe General 
Land Office a correct tog o f any well. or if Lessee shall knowingly violate any of the material provaslons of this lease, or if lhis lease Is assigned and lhe 
ass1gnment Is not filed In the General Land Office as required by law. lhe nghts acquared under this lease shall be subject to forfeiture by the 
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C~mmis~ioner, and he shall forfeit same when suffiCiently informed of the facts which authonze a forfeiture, and when forfeited the area shall again be 
subject to lease under the tenns of the Relinquishment Act. However, nothing herein shall be construed as wa1v1ng the automabc termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set as1de and th1s lease and all rights thereunder 
reinstated before the rights of another Intervene upon satisfactory ev1dence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136. the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
lhis 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 hen on and security Interest In all leased minerals in and extrac1ed from the leased premises. all proceeds wh1ch may accrue to 
Lessee from the sale of such leased minerals, Whether such proceeds are held by Lessee or by a th1rd party, and all fixtures on and Improvements to the 
leased premises used in connection with the production or processing of such leased minerals 1n 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 expt'ess or Implied. This hen and security Interest may be foreclosed with or wtthout cour1 proceedings 1n 
the manner prov1ded In the TIUe 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such 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-descnbed property or from Lessee's acquis10on of this lease. 
Should the Commissioner at any time detennine 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 wtth any other 
leasehold or mineral interest for the explorabon, development and production of 'ltl or gas or either of them upon the same tenns as shall be approved 
by the SchoOl Land Board and the Commissioner of the General Land Ofltce for .ne pool:ng or unibzing ol the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the InclusiOn of th1s provision 1n this lease satisfies the 
execution reqlJI(ernents stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the Stale 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 hann, including environmental hann, for which recovery of damages Is sought, including, but not limited to. all losses and 
expenses which are caused by the actlvltles of Lessee, its officers, employees, and agents arising out of, Incidental to, or resulting from, the operations 
o f 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 tenns 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 hannless 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 (lndud1ng death), costs and expenses. or other hann for which recovery of damages 
IS sought, under any theory including tort, contract, or strict liability, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's failure to comply wtth any and all environmental laws: those ansing 
from or in any way related to Lessee's operations or any other of Lessee's acbv1ties on the leased prem1ses: those arising from Lessee's use of the 
surf'ace of the leased prem1ses: and those that may anse out of or be occasioned by Lessee's breach of any of the tenns or provisions of th1s Agreement 
or any other act or omission of Lessee, its dtrectors, 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 hannless the State of Texas and the owner of the soil, their officers, employees, and agents In the same manner provided above in connecbon with 
the activities of Lessee. Its officers, employees, and agents as described above. EXCEPT AS OTliERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILm ES ASSUMED UNDER TliE 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 contam1nalion or 
pollution of any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, amb1ent air or any 
other environmental medium ln. on, or under, the leased premises, by any waste. pollutant. or contaminant. Lessee shall not bring or parmi! to rema1n on 
the leased premises any asbestos containing materials. explosives. toxic matenals, or substances regulated as hazardous wastes. hazardous materials, 
hazardous substances (as the term "Hazardous Substan:::e· Is defined In tho Ccmprehensl·le Environment1. Response. Compensation ar.:l Liability Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal , slate, or local law ,,. regulation ('Hazardous Materials"). except 
ordinary products commonly used In connection with oil and gas explorallon 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 AN D 
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 APPL.Y, 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 ossued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto. and if any proVISion In this lease does not conform to these 
statutes, the statutes will prevail over any nonconfonnlng lease provisions. 



38. EXECUnON. This oil and gas lease must be signed and acknowledged by the Lessee before It is filed of record In the county records and 
1n the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied. the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record In the office of the 
County Clerk in any county In which all or any part of the leased premises Is located, and certified copies thereof must be foled 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 Cieri< from his records) is filed in the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed fi ling fee shall 
accompany such certified copy to the General Land Office. 
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BY: ~BLAIR 
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STATE.PFTEXAS /l . -f_ C\ ~ 
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FRANKIE R: WEST·DAVIS 

Individually and as agent for the State of Texas 

Date: ??-d q -Q) 

STATE OF TEXAS 
BY: _______________________________ _ 

Individually and as agent for the State ofTexas 

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

BY 4rk>j /k:. 
STEP EN S. BLAIR 

nue: ___ _ _____ __ _ 

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: ---------- -----
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Big Spring, Texas 79721-0550 
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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 subsaibed to the foregoing Instruments as--------------------­

of ---------------- - ---------------------- and acknow1edged to me that he 

executed the same for the purposes and consideration therein expressed, in the capacity staled, 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 (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF 0v' "->\....; ~Qbh 

BEFORE ME, the undersigned authority, on this day personally appeared ,_F...,RA=N"-'K"'IE"-'-'R"-. W=E,S"'T'--"'D'"'A"'V"'IS.__ ____________ _ 

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

purposes and consideration therein expressed. 

-J 
~qp~Dil=al!lllilltl:ll!l:lllll:lll!lll!l!!l!ft dL day of 

.i"..~~· .•. ·•"!'.:~:;:. JOYCE LYNN OtCKSCHAT 
f•: ·. \ Notary Public. State of TaMS 
\~ .·~j My Commission Expires 
">,~~-;,· September 16, 2005 

STATEOF~~.d 
COUNTYO~~ 

~ D"Yk-:t- . 20 O.J-: 

~-.~-§~:']< 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared ,.c,_,RA=IG,_,L~. B,_LA'="'I"-'R'-------------------

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

purposes and consideration therein expressed. 

Given under my hand and seal of office this lhe3 ~ay oJk12121M , 20!2.1 

STATE OF 1£¥-fT_S> 
COUNTY OF TAA0~ 

r·~ .... ~ ... ,p_ ~~~~~~~~~~~ 
/,.·~·~.' (t.;•-. MARY E. BETUS 
!'( Y1 Notary Public, Stet• of Texas (INDIVIDU L ACKNOWLEDGMENT) 
~~:.;.~ .. . . ;_:;·/ My Cornmi"lon Expires 

,,,,r~~~·\"'' July 09. 2001 

BEFORE ME, the undersigned authority, on this day personally appeared ,.S"'T..,E'-P""'H"'E"'N'-'S"'.'-'B""LA"'""I'"'R ___________ ____ _ 

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

purposes and consideration therein expressed. 

Given under my hand and seal of office this the \~ day of 't:x:c..tc .. ~ (2_ , 20 b~ 

DAY OF APRIL 

DAY OF APRI L 

"'~~.:\~ 
--.. s 

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

, A . D. 2006@ 3:10 O' CLOCK ~H. 

LINDA MCDONALD, COUNTY CLERK 
CULBERSON COUNTY, TEXAS 
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Gonoral L..and Office 
Rollnqul>llmenl Act loose Form 
Rovl•ed, September t997 

~u.stin , 'm:exa.s 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this _17 ___ day of ,.,Ju..,n ... e._ ______ .2~ , between the State of Texas, acting 

by and through Its agent. !!M!!!a"-lm!S·euR~u>!is!ils:lle!!.n !:.P.~<oai!Jr.ilslo!lonLL. _________________________________ _ 

of 726 Hartman Or, Baytown TX 77521 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one 01' more), and ,.C"'ra"'lo.....,L~ ..... B,..Ia.,irwa..,nd.!ILS"'t"eo""-'h.li.enu..,;S.._..Bwla..,i'-r -------------

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

(G•ve Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. FOI' and In consideration of the amounts stated below and of tne covenants and agreements to be paid. kept and 
performed by Lessee under this tease, the State of Texas acting by and through the owner of the soil, hereby grants, teases and lets unto Lessee. for 
the sole and only purpose of prospecting and drilling for and producing oil and gas. laying pipe lines, building tanks, storing oil and building power 
stations. telephone lines and other structures thereon. to produce, save, take care of. treat and transpon said products of tho lease, the following lands 
s•tuated In Culberson County, State of Texas. to-wit 

The S/2 of the SW/4 of Section 12, Block 113, Public School land Survey, Culberson County, Texas 

containing ,.so,. . .,o._ _____ acres, more 01' less. The bonus consideration paid for this lease is as follows: 

To the State or Texas: One Thousand Three Hundred Thirty-Three and 33/100 Dollars 

Dollars ($,.1 ..,3,.,33.,.,.,33"---------' 

To the ov..,er of the soil: One Thousand Three Hundred Th•rty-Three and 331100 Dollars 

Dollars (S,.1 .,3,.,33"""'33._ ______ -' 

Total bonus consideration: Two Thousand Six Hundred Sixtv-Six and 66/100 Dollars 

Dollars (S ... 2.,.,666"""'.6""6:.___ _____ _, 

The total bonus consideration paid represents a bonus or .I.T.!!wo:l!UHJJU.nnd.lltl.red!ZlL.2au!ldii...!IOl!...1~00a.wOol.c.c"'la!irsil..... _________ ____________ _ 

----------------- Dollars ($200.00 I per acre, on .~,1,.,3"'3:.:33,..3.._ ___ net acres. 

2. TERM. Subject to the other provisions In this lease. 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 in paying quantities from said land. As used 
In this lease. the term ·produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(&) 
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 date Lessee shall pay or tender to the owner of the soil or to his credit in the --------- -----

Bank, at _~--~~--~--~----~--~~~~~----------~~~--~~~­
-o-r :-:its_s_u_cce_s_s_o-rs--;-(wh-:-:ich-:--s:-ha-:1::-1 -co- n-:t::-in_u_e_a_s_th::-e- d::-e-posltory 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 pnvilege of deferring the commencement of a well for 
one (1) year from said date. Payments under th1s paragraph shall be in the following amounts: 

To the owner of the soil: Six and Slxtv-seven one hundredthS 

Dollars ($"'6.,.6,_7 --------' 

To the State of Texas: Six and S1xtv-seven one hundredths 

Dollars ($"'6.,.,6,_7 _ ______ _ 

Total Delay Rental: Thirteen and Thirty-four one hundredths 

Dollars ( $.~13o~,..3.z:4!.-______ -' 

In a like manner and upon like payments or tenders annually, the oommencement of a well may be further de1erred for successive periods of one (1) 
year each du"ing the primary term. All ;layments 0' tenders of rental :o the ownar of the soil may be made by check or sight draft of Lessee. or any 
assignee of this lease. and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or its successor bank) should 
cease to exist. suspend business. liquidate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rental. Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days 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 otTexas, 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 oondensate. distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equ1pment, 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, oondensate. 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 o f 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 highest market price paid or offered for 
gas of comparable quality in the general area lf<tlere 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 aocording to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the reoovery of gasoline or other liqu1d 
hydrocarbons shall be 1/5 part of the residue gas and the liQuid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soil or the Commissioner of the Gent!ral Land Offi.:e. All royalties due here.n shall be based on ')fie nundred percent (100%) of the total ptant 
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 1f 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 liqu1d 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party. the highest percent then being specified in processing agreements or contracts in 
the Industry). whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area. or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event. however. shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead." 'dry." or any other gas. by fractionating, burning or any other processing shall be 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 tihe 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 here1n provided: otiherv.~se. there shall be 
due and payable on or before the last day of tihe month succeeding the ann1versary 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. ROYALTY IN KIND. NotWithstanding any other provision In this lease, at any time or from time lo bme, 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 nobce to the holder of the lease. reqwe that the 
payment of any royalties accruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commtssloner of the General 
Land Office's right to take ils 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 royaiUes accruing under lhts lease (induding 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 lor sale or use. lessee agrees to compute and pay royalties on the gross value received, lnduding 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 wntten consent of 
the owner of the soli and the Commissioner of the General land Office. Lessee may recyde gas lor 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 contained In the gas have been removed: 
no royalties shall be payable on the recyded gas until It Is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

'9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken In ktnd shall be paid to the Commissioner of the General Land Office al 
Austin, Texas. in the lollowtng manner. 

Payment of rcyalty on prodUCIY..n of oil a;id gas shall be as provtded In tne rures ~o!t forth In the Texas Regtster. ~utes currently provide that royalty on oil 
is due and must be received In the General Land Office on or before the 5th day of lhe second month succeedtng the month of producbon. and royalty 
on gas is due and must be recetved in the General Land Office on or before the 15th day of the second month succeeding the month of producbon, 
accompanied by the affidavit of the ov.ner, 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 oil and gas produced and the market value of the oil and gas. together IMth a copy of all documents. 
records or reports confirming the gross production, disposition and market value lnduding gas meter readings, pipeline receipts. gas line recetpts and 
other chedks or memoranda of amount produced and put into pipelines. tanks, or pools and gas lines or gas storage. and any other reports or records 
which the General Land Office may require to verily the gross production, disposition and market value. In all cases the aulhority of a manager or agent 
10 act lor the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a chedk stub. sche<Jule, summary 
or other remittance advice showing by the assigned General l and Office lease number the amounl of royalty being paid on each lease. II Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty ol10% of the royalty due or $25.00 whichever Is greater. In addition 
to a penalty. royalties shall accrue interest at a rate of 12% per year. such Interest will begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty In an amount set by the General Land Office administrative rule 
which Is effective on the date when the 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 o f title dispute as lo the State's portion of the royalty or to that portion of the royalty in dispute as lo fair market value. 

10. (A) RESERVES, CONTRACTS AND OfloiER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of otl and gas reserves underlying this lease or allocable to this lease and shall furnish said Commtssloner 1Mth copies of 
all contracts under which gas Is soid or processed and all subsequent agreements and amendments to such contracts Within thtrty (30) days after 
entering into or making such contracts, agreements or amendments. Such oontracts and agreements when receoved by the General Land Office shall be 
held In oonftdence by the General Land Office unless otherv.lse authorized by Lessee. All other oontracts and records pertaining to the production, 
transportation. sale and markehng of the oil and gas produced on said premises. lnduding the books and accounts. receipts and dtscharges of all wells, 
tanks, pools, meters. and pipelines shall at all times be subject lo Inspection and examination by the Commlsstoner of the General Land Office. the 
Attorney General, the Governor. or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, v.orkover, re-entry, temporary abandonmenl or p:ug and abandonment of any well or 
wells. Such written nctice to the General Land Office shall lndude copies of Railroad Commisston forms for application to drill. Copies of well tests. 
completion reports and plugging reports shall u11 supplied to the Gennral Land OffiUI at the bme they are fileo with U1e Texas Railroad Commtsslon. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and lhal are submitted lo the Texas 
Railroad Commission or any other governmental agency shall include the word ·s1a1e· in the title. Addloonally, In accordance IMih Railroad Commission 
rules. any slgnage on the leased premises for the purpose of ldenllfyfng wells, tank batteries or other assodated Improvements to the land must also 
include the word ·state: Lessee shall supply the General Land Office with any records, memoranda, accounts. reports. cuttings and cores, or other 
informalion relallve 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 eleclrical 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) PENAJL TlES. 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 admlnlstrabve rule which is effecw e on the date wllen the matenals were due in 
the General land Office. 

11. DRY HOLE/CESSATION OF PRODUCT10N DURING PRIMARY TERM. If, dunng the pnmary term hereof and prior to dtscovery and 
production of oil or gas on said land. Lessee should drill a dry hole or holes thereon, or if during the pnmary 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 addlbonal dnlltng or 
reworking operations thereon, or pays or tenders the next annual detay 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 lor any cause, 
Lessee's rights shall remain in full force and effect wilhout further operations unbl the expiration of the primary term: and if Lessee has nol resumed· 
producbon In paying quantities at the expiration of the primary term. Lessee may maintain this lease by conducting addttional dnlling or reworking 
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operation!; pursuant to Paragraph 13, us1ng the expiration of the primary term as the date of cessation o f production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above descnbed land be completed as a shut-In oil or gas weiiiMthin the primary term hereof. Lessee may 
resume payment of the annual rental In the same manner as prov1ded 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 tho shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither 011 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 operahons 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 011 and/or gas, so long thereafter as oil and/or gas is produced 
In paying quanbt1es from said land, or payment of shut-1n O<l or gas well royalbes or compensatory royalbes is made as provided In thiS lease 

13. CESSATION, DRILLING, AND REWORKING. If. after the expiration of the primary term, productJon of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences addlllonal drithng or reworking 
operations with1n sixty (60) days alter such cessation, and this lease shall remain in full force and effect for so long as such operations continue 1n good 
fa1th and In workmanlike manner without Interruptions totaling more than sixty (60) days. If such dntllng or reworking operations result in the production 
of oil or gas.' the lease shall remain in full force and effect for so long as oll or gas is produced from the leased prem1ses In pay1ng quanbties or payment 
of shut-In oil or gas well royalties or payment of compensatory royalbes is made as provided herem or as provided by law If the dnlling or reworking 
operations result in the completion of a well as a dry hole, the tease will not terminate if the Lessee commences additiOnal dnlting or rework1ng 
operations within sixty (60) days after tlie completion of the well as a dry hole, and thi~ lease shall remain in effect so long as Lessee continues drilling or 
reworking operations in good faith and In a workmanlike manner IMthout lnterruJ:'tions totaling more than ~hay (&J) days. Lessee shall gJVe wrilten nobce 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If. at any time after the expiration of the pnmary 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 quantities Is located on the leased premises. but oil or gas is not being 
produced lor lack o f suitable production fadlltles or lack ol 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 spedfy a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each initial 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 prem1ses, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
with the lease proviSions: whichever date Is latest. Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soli. If the shut-In oil or gas royalty Is paid, the tease 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 facilltles or suitable market for the ott or gas exists. Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-In year. 

15. COMPENSATORY ROYALTIES. If. during the period the lease is kept In effect by payment of the shut-ln oil or gas royalty, oil or gas ts 
sold and dellvered 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 pald. The Lessee may maintain the lease for four more 
success1ve 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 wh1ch Is completed In the same producing reseNolr and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil. beg1nn1ng on or 
before the last day o f the month following the month In wh1ch the ott 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 thlny (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 th1s 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as prowded in 
Texas Natural Resources Code 52.173; however, at the determlnauon of the Commissioner. and IMth the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary. after a well produdng or capable of producing 011 or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and 1n 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 
tf.rmlnate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable ol producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities (Including a shut-In oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee Is then engaged In continuous drilling or reworking operations, or (2) the number of acres Included In a produd ng 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 producbon 
purposes to a proration unit for each such produdng well under the rules and regulations of the Railroad Commission of Texas. or any successor 
agency, or other governmental authority having jurisdiction. If at any bme after the effective date o f 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 wetls for 
production purposes. this lease shall thereupon term1nate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the terminabon of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless continue to have the nght of Ingress 
to and egress from the lands still subject to this tease for all purposes described in Paragraph 1 hereof. together with easements and nghts-of-way for 
eXJsting roads, existing pipelines and other existing facilities on. over and across all the lands described In Paragraph 1 hereof ("the reta1ned lands"), for 
access to and from the retained lands and for the gathering or transp()<1ation 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 IMth the well located In the center thereof, or such other shape as may be approved by the Commissioner of the General land Office. W1thin 
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 fi ling fee prescribed by the General land Office rules in effect on the date the release is filed. If lessee falls or refuses 
to execute and record such release or releases IMthin ninety (90) days after being requested to do so by the General land Office, then the 
Comm1ssioner at his sole discretion may designate by written Instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. lessee. sublessee. receiver or other agent In control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas shol.lkt be produced In commercial quantities IMthin 1.000 feet of the leased premises. 
or In any cas" where the leased premises is be1ng drained by product1on of oil '"gas, the Lessee. sublessee, receiver or other agent 1n control of the 
leased premises shall in good fa ith begin the drilling of a well or wells upon the leased premises IMthin 100 days after the draining well or wells or the 
well or wells completed IMthin 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling IMth diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and IMth his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If. after a good fa ith effort, lessee Is prevented from complying IMth any express or Implied covenant of this tease. 
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 IMth such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply IMth such covenants; additionally, this lease shall be 
extended while lessee Is prevented, by any such cause, from conducting drilling and reworlling operations or from producing oil or gas from the teased 
premises. However, f\Othing In this paragraph shall suspend the payment of detay rentals In order to maintain this lease In effect during the primary term 
in the absence of such drilling or reworlling 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 teased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soli under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If 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 hereln provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his Interest bears to the enUre undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner o f the General land Office of the State of Texas shall be likeiMse proportionately reduced. However, before lessee adjusts the 
royalty or rental due to the Commissioner of the General land Office. Lessee or his authorized representative must submit to the Commissioner of the 
General land Office a written statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual interest 
owned by the owner of the soli. The Commissioner of the General land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, 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 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 thtl primarv term. a ponion of the la:'ld covered by t11is lease rs Included IMtr.!n the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance IMth 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 othe,;se severed. so that payments determined on a per acre basis under lhe 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 soli: provided, however, Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for waterflood operations IMthout the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. lessee shall pay the owner of the soli l or damages caused by its operations to all personal property, 
improvements. livestock and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises IMthout 
the written consent of the owner of the soli. 
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• 25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. W ithout 
limiting the foregoing, pollution of coastal weUands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution. Lessee shall use all means at Its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall buold and 
maontaln 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 rubbosh 
thereon. Lessee shall. whole conducting opera~ons 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 tease unless the owner of the soil grants Lessee an extension of this 120-day period. However. Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally. Lessee may not draw and remove casong 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 eother 
party to thos lease may be assogned, In whole or in part. and the provisions of this lease shall extend to and be binding upon their heors. devisees. legal 
representatives, successors and assigns. However, a change or dovision 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 divosion in ownership of tho land. renlills, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, Including the original recorded 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 tease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease Is assigned In its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each. and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered: however, If the assignor or assignee does not file a certlfied 
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 penal ties owed to the State by the 
original lessee or any prior assignee of the tease. lnduding 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 assignm11n1 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 treatt!d as If it were made to the owner of the sool if the 
assignee is: 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in Which the owner of the soil is a prfndpal stockholder or Is an emplOyee of such a corporation or subsidiary: 
(3) a pa rtnership In which the owner of the soli Is a partner or is an employee of such a partnership: 
(4) a prlndpal stockholder or employee of the corporation which Is the owner of the soil; 
(5) a partner or employee in a partnership Which Is the owner of the soli: 
(6) a 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 soli: or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28 . RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender thos 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 ASS IGNMENTS AND RELEASES. If all or any part of this lease Is assigned or relea:;ee, such assignment or release must be 
recorded In the county where the land is situated. and the recorded Instrument. or a copy of the recorded instrument certified by the County Cieri< 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 acquir ed 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. 
lnduding the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained In this lease render this lease Invalid . 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disdose 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 rail 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 fa il or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or If Lessee 
should fall to file reports In the manner required by law or 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 Lesse& or 
an authorized agent should knowingly fall or refuse to give correct information to the proper authority. or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well. or if Lessee shall knowingly violate any of the material provisoons of this lease. or if this lease is assigned and the 
assignment Is not filed on 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 forfe1t same when sufficienUy informed of the facts which authorize a forfeiture. and when forfeited the area shall aga1n be 
subject to lease under the tenns of the Relinquishment AcL However, nothing herein shall be construed as waiving the automatic tennlnation of this 
tease by operation of taw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance Wllh 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance .,..,;th 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 unpa1d royalty and other sums of money that may become due under this lease. By acceptance of 
this lease. Lessee grants the State. In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien. an 
express contractual lien on and security Interest In all leased minerals in and extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale of such leased m1nerals. whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements 10 the 
leased prem1ses used In connectJon .,..,;th the productiOn or processing o f such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this tease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease. whether express or Implied. Th1s lien and security interest may be foreclosed With or .,..,;thout court proceed1ngs 1n 
the manner provided In the TIUe 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may reqUire Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents lhat there 
are no prior or superior liens arising from and relating to Lessee's activ1ties 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 dedare this lease forfeiled as prov•ded 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty Interest of the owner of the so11 under this lease With any other 
leasehold or mineral Interest for the exploration, development and production of CJII or gas or either of them upon the S<lme 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 tho State under this tease 
pursuant to Texas Natural Resources Code 52.151·52.154. The owner of the soil agrees that the 1ndusion of this provision In this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners. 
agents. contractors, subcontractors. guests. Invitees. and their respective successors and assigns. of and from all and any aelions and causes of action 
of every nature, or other harm, induding enwonmental harm, for whiCh recovery of damages is sought, lnduding, but not limited to. all losses and 
expenses which are caused by the actJvlties of Lessee, its officers, employees. and agents aris1ng out of, Incidental to, or resulting from, the opera lions 
of or for Lessee on the leased premises hereunder. or that may arise out of or be occasioned by Lessee's breach of any of the terms or proVIsions of this 
Agreement. or by any other negligent or stricUy liable act or omission of Lessee. Further. Lessee hereby agrees to be liable for. exonerate. lndemn1fy, 
defend and hold harmless the State of Texas and the owner of the soli, thelf officers, employees and agents. their successors or assigns. against any 
and all dalms, llabllllles. losses, damages. acbons. personal Injury (lnduding death). costs and expenses, or other harm for which recovery of damages 
1s sought, under any theory lnduding tor1, contract, or strict liability, lndudlng attorneys' fees and other legal expenses. lnduding those related to 
environmental hazards. on the leased premises or In any way related to Lessee's failure to comply With any and all environmental laws: those arising 
from or In any way related to Lessee's operaUons or any other of Lessee's actlviUes 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 the" 
respective successors and assigns. Each assignee of this Agreement. or an Interest therein. agrees to be liable for. exonerate. indemn.fy, defend and 
hold harmless the State of Texas and the owner of the soli, their officers. employees. and agents In the same manner provided above in connection With 
the activities of Lessee, Its officers. employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS 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 CONDITlONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium. lnduding soil, surtace waters. groundwater. sediments. and surtace or subsurface strata. ambient air or any 
other environmental med1um in, on, or under, the leased premises. by any waste. pollutant, or contaminant. Lessee shall not bring or permit 10 remain on 
the leased premises any asbestos conta1n1ng matenals, exploSives. toxic materials, or substances regulated as hazardous wastes. hazardous matenals, 
hazardous substances (as the tenn ·Hazardous Substance· is defined In the Comprehensive EnVIronmental Response. Compensation and Liability Act 
(CERCLA). ~2 U.S.C. Sections 960 I . et SolQ.). or toxic subs:ances ••nder any fedqral . state. or loC31 law or regulation ("Hazardous M3tenals·). except 
ordinary products commonly used In connection .,..,;th oil ano gas exploration and de,elopment operabons and stored 1n the usual manner and quanUtles. 
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 AHY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH TliE 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 TliE 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 prov1slons of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act. and other applicable statutes and amendments thereto. and if any provision In this lease does not conform to these 
statutes. the statutes Will prevail over any nonconforming lease provisions 
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38. EXECUTION. This oil and gas lease musl be signed and acknowledged by the Lessee before llos filed of record on the county records and 
In the General Land Office of the Slate 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 lo 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 certJfied 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, thos tease shall not be bonding upon the State unless It 
recotes 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. 

TIUe: __ ~.r----------~--~ 
; ). -0 3 -02_ Date: 

LESSOR: 

STATE OF TEXAS 
BY: ______________________________ ___ 

Individually and as agent for the State of Texas 

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

•v.~)~~ 
STE EN S . BLAIR 

nue: __________________ -=..-
~l LJDoS 
') 

Date: 

STATE OF TEXAS 
BY: ______________________________ ___ 

Individually and as agent for the State of Texas 

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

STATE OF TEXAS 
BY: ______________________________ ___ 

Individually and as agent for the State of Texas 

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

Mall Instrument back to 
Slate Land Serv1ces 

P.O. Box 550 
Big Spring, Texas 79721 -0550 
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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 - ------ ------- ------­

of - -------------------------------------- and acknowledged to me that he 
executed the same for the purposes and considerallon therein expressed, on the capacity stated, and as the act and deed of said corporation. 

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

Notary Public on and for--------------

STATE OF I.!;~ 

COUNTY OF hM.t .:v 
(INDIVIDt,AL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared ::.MA=TT-'-"IE......,R"'U"'S"'S"'E..,L .. L..:.P_.E"'A"'"R""S"'O"'N.!.-_______ ____ _ 

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. 

STATE OF~~ 
COUNTY o:)fi;JI,JJtiid 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared ,.C:.:.;RA=tG"'-"L.....,B""LA=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. /Jl 
Given under my hand and seal of office this the .3 ~ay of~ . 20/15. 

BEFORE ME, the undersigned authority. on this day personally appeared ,.ST,!;E,.PwH'-"E"'N"-"S"-. ,..BLA"""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 L day of 

e-· ' .it 

FILED FOR RECORD ON THE 12th DAY OF APRIL 

D 19th DAY OF APRIL 

t bi" 

• ~:<.-··'!! ·., . • • • --t( ~.. • . . .. ,.,.\ . ' .. 
·: . :--~· 0 : · ~~ 

• • • 
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Notary Pubhc in and for _-ruL_,_==..:..f\-'.!.>-~..__ ______ _ 

IF BEAI 

A "'TEST 

A.D . 2006 @ 11:30 O'CLOCK !_H. & 

, A . D. 2006 @ 2 :45 O'CLOCK P M. 

LlNDA MCDONALD, COUNTY CLERK 
CULBERSON COUNTY, TEXAS 

'""'------
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General Lond Office 
Relinquishment Act Leoso Form 
Revised, September 1997 

~ustin, t!Cexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into this lL_ day of,._Ju~n~e._ ______ .20QL_ • between the State of Texas. acting 

by and through its agent. !!M!Jia!l.!un~·ce~RD-ul[si.istsie:!!.II~W!.!ia!so~n!!.... _________________________________ _ 

of 14023 St. Mary's St.. Houston TX 77079 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (wnether one or more). and ,.C"'ra"'IQ"-"L'"'. B"'l"'a""lr_.a"'nd...._.S...,teoh....,_,.e.:..:n_.S..,_. _..B"'Ia..,lr'--------------

of P.O. Box 2476. tansbad 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 
the sole and only purpose of prospecbng and drilling for and producing oil and gas, laying pipe lines. building tanks, storing oil and buoldong power 
stations. telephone lines and other structures thereon. to produce. save. take care of. lreat and lransport said products of the lease, the follOWing lands 
situated In Culberson County. State of Texas, to-wit: 

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

contaonong "'80,.,.0 ______ acres. more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: One Thousand Three Hundred Thlrtv·Three and 331100 Dollars 

Dollars ($-"'1,.,3,.,33 .... ..,33._ ______ -J 

To the owner of the soil: One Thousand Three Huncjred Thirtv-Three ancj 331100 Dollars 

Dollars (S-"1 ""'33..,3...,.3..,3L--- ----1 

Total bonus consideration: Two Thousancj Six Hundred Sixty-Six and 661100 Dollars 

Dollars (S..,2,.666,...6.,6L-------

The total bonus consideration paid represents a bonus of ..~.T.:.:wo,._,_H...,u.._n.,.d...,red..._,a.,_n"'d'-'0"-/-"100..,_Do..,.l""la"'rs"----------------------

---------------- Dollars ($200.00 l per acre. on .l-13"' . .,.33..,3.,3.__ ___ net acres. 

2. TERM. Subject to the other provisions In this tease. this lease shall be for a term of Three f3l years from 
this date (herein called ·pnmary term') and as long thereafter as oil and gas. or either of them. is produced in paying quantities from saod land. As used 
in this lease. the term "produced In paying quantities· means that the receipts from the sale or other authorized commerdal 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 ia commenced on the 1 .. aed premi..,s on or before one (1) year from !his 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 cted~ In the ----- ---------

Bank, at ___ ~--~----~-~~-~------~-~-~-~-
or Its successors (which shall continue aa the depoaitory 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. Paymenta under this paragraph shall operate a a e rental and shall cover the privilege of defen1ng 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: Six and Sixtv·seven one hundredths 

Dollars (S6.,_ • .,6"-7 _ _ _____ _ ....~ 

To the State ofT exes: Six and Sixty-uyen one hundredth• 

Dollars (S6"" • .,67....__ _ ______ __} 

Total Delay Rental: --'T"'h"'j!l,e'"'ewnwa.,n,d,_T.uh"'iurtvL·'-"fo..,u.,r_,o"'n"'e'-'h,u.,n.,.do.:re..,dth""'s.__ _________________ _ 

Dollars ($""13=34;:,..._ ______ _ -' 

In a like manner and upon like payment& or tenders annually, the commencement of a well may be further deferred for aucceuive periods of one (1) 
year each during the primary term. All peymenta or tenders of rental to the owner of the soil mey be made by check or sight draft of lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying data. If the bank designated in this paragraph (or Its successor bank) should 
cease to exist, suspend bualnen, liquidate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rentel, Lessee shall not be 
held in default for faUure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall da~var to Lessee a proper 
recordable irnstrument 1111ming another bank ea agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon production of oil end/or gas, Leaaea agrees to pay or cause to be peid one· half (112) of the roydy 
provided for in thio lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texea, 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, dlaUIIate, and other liquid hydrocarbona recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/ 5 pa£1 of the gro"" production or the market value thereof, at the option of the owner of the soil or the Commieaioner of the General 
Land Office, such value to be determined by 1) the hig~ posted price, plus premium,lf any, of'fefed or paid fof oil, condernsete, distllete, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and wllen run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gro"" proceeds of the sale thereof, whichever Ia the greater. Leuee agreea that before 
any gas produced from the leased premises Ia sold, used or procesud in a plant, ~will be run free of coat to the royalty owners through an adequote oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all i quid hydrocarbons recoverable from the gaa by such means 
will be recovered. The requirement that auch gas be run through a separator or other equipment may be waived, In wr~ing , by the royalty ownera upon 
such terms and condltJons as they presctlbe. 

(B) NON PROCESSED GAS. Royalty on eny gas Qncluding ftared gas), which Is defined as all hydrocarbons and gaseous subslllnces not 
defined as oil In subparagraph (A) above, produced from any weM 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 gro"" production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, auch value to be bosed on the highest morket price poid 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 prosau-e base In meallling 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 alxty (&0) degrees Falvenhe~. correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to testa made by the Balance Method or by the most approved method of testing being uaed by the lnduatry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gaa proceaaed In a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the Nquid hydrocarbons extnscted 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 baaed on one hundred percent (1 00%) of the total plant 
pro)ductlon of residue gas altrlbutable to gas produced from this lease, and on ntty percent (50%), or that percent acctuing to Lessee, whichever Is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this leeae; provided that if liquid hydrocarbons are 
recovered from gas processed in e plant in which Lesaee (or Its pMent. sub:lidiery or afl!liate) owns an Interest, then the percenlllge appliceble to liquid 
hydrocarbons shall be fttty percent (50%) or the highest percent acauing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being apeclfied In proceaaing agreements or contracts In 
the industry), whichever is the gr .. ler. The reapective royalties on residue gu and on liquid hydrocarbon~ shall be determined by 1) the highast market 
price paid or offered for any gaa (or liquid hydrocarbon•) of comparable quality In the general area, or 2) the gro"" price paid or offered for such residue 
gas (or the weighted average groaa selling prk:e fof the respective grades of liquid hydrocarbons), whichever Is the greater. In no event, however, shall 
the royaiUes payable under this paragraph be leas than the roya~lea 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 manuhlc1ured 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 pa£1 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 aa foMows: 1) on the b .. ie of the highest merkel price of eoch product for the aeme month in which such product is 
produced. or 2) on the basis of the average groaa sale price of each product for the same month in which such products are produced; whichever Ia 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 th~ lease in no event shall be less than an amount equal to the tollll annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
n•ranl'•nh th• rl•lau r• ntal arnn11nt •hall h • nn• Anltar/C.1 M\ n • r .,.,. 
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I. ROYALTY IN KIND. Notwilhctanding any other proviaion in this l .. ae, at any time or from time to time, the owner of the soil or the 
Comminioner of the General Land Office may, at the option of either, upon not len than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties aocrulng to auch 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 ~s royalty In kind shell not diminish or negate the owner or the soli's or the Commissioner of the General Land Office's rights 
or Lessee's obligations, whether expreos or Implied, under this lease. 

7 . NO DEDUCTIONS. Leasee agrees that aH royaltiea accruing under thia luse (including those paid in kind) shall be without deduction for 
the coat of producing, gathering, storing, separating, treating, dehydrating, compreaaing, processing, tranaporting, 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 soli and the Commiuloner of the General Land Office, Lessee may recycle gas for gaa lift purposes on the leased premises or for 
injection into any oil or gaa producing formation underlying the leased premiaes after the liquid hydrocarbons contained in the gat have been removed; 
no royalties shall be payable on the recycled gaa until ~ ia produced and &aid or used by Le&aee In a manner which entitle& the royalty owners to a 
royalty under this leat~e. 

9, ROYALTY PAYMENTS AND REPORTS. f>.J royalties not taken In kind shall be paid to the Commissioner of the General land Office at 
Austin, Texas, in the following manner: 

Payment of royalty on production of oil and gu shall be u provided In the rules set forth in the Texas Regiater. Ruin 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 aucceeding the month of produe11on, 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 aflldavit of the owner, manager or other authorized agent, completed in the form and manner preao-ibed by the Genentl Land Office 
and showing the gross amount and dispoaition 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, diapoMion and market value including g.,. meter readings, pipefine receipts, gas line receipts and 
other cheeks or memoranda of amount produced end put Into pipelines, tanks, or pools end gas tines or gas storage, end any other reports or records 
wtlich 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 Lenee 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 5howing by the asalgned General Land Office lease number the amount of royalty being paid on each lane. If Lesue pay5 
his royalty on or before thirty (30) daya after the royalty payment was due, then Leasee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which Ia over thirty (30) days late ahall accrue a penalty of 10".4 of the royalty due or $25.00 whichever 1$ 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 Ia sixty (60) days overdue. 
Affidavits and aupporting 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 supportlnjj documenta were due. The Lessee shell beer aH 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 forteiture as provided by taw nor act to postpone the dale on which royalties were originally due. The above penalty provisions shall not apply in 
cea .. of title dispute u to the Slate'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 1\.mish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or alocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas Ia sold or proce....,d and all subsequent agreements and amendmenta to such contracts within thirty (30) days alter 
entering into or making such contracts, agreements or emendmenta. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise auth~ed by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gaa produced on aaid premises, including the books and accounts, receipts and discharges of all wells, 
tanka, pools, meters, and pipetines ahall at all timea be aubject to inspection and examination by the Commiuioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILUNG RECORDS, Written notica of all operations on this lease shall be aubmitted to the Comm~oner of the General 
Land Office by Lessee or operator five (5) days before spud date, workovar, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Offtce shall Include copies of Railroad Commission forma for application to drHI. Copies of well tests, 
completion reporta and plugging reports shall be supplied to the General Land Offtce at the Ume 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 premieea and that are submitted to the Texas 
Railro~ Commission or any othef governmental agency shell include the WOfd "SIIIte"ln the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpot~e of Identifying wells, tank batteries or other associated lmprovementa to the lend 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 premlaes, wtllch may be requeated by the General Land Office, in addition to those herein 
expreuly 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 tollll depth of well, of al wells drill~ on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Olflce within fifteen (15) daya after the making of said survey. 

(C) PENAL TIES. Lessee shaH Incur a penalty whenever reports, doctlmeots or other materiels are not fi led In the General Lend 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. II, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Leasee should driA a dry hole or holes thereon, or if during the primary term hereof and after the diseovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease ahall not terminate if on or 
before the expiration ol alxty (50) days from date of completion of said dry hole or cessation ol production Leuee commences additional drll lng or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided In thla lease. If, during the last year of the 
primMY 1em1 or within sixty (60) days prior thereto, a dry hole be completed end abandoned, or the production of oH 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 Lenee has not resumed 
production in paying quantltiea at the expiration of the primary term, LeaMe may maintain thia lease by conducting additional drilling or reworking 
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operations pu'rsuant to Paragraph 13, using the expiration of the primary term n the date of cesNtion of production under Paragraph 13. Should the first 
well or any auboequent well drilled on the above deactibed land be completed as a shut-In oil or gu well within the primary term hereof, Leaaee may 
resume payment of the annual rental in the Nme maMer n provided herein on or before the rental paying date folowing the expiration of sixty (60) 
days !Jom the date of completion of auch shut-In oil or gas well and upon the ran .. a to make such payment. this lease ahal ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a ahut-in o~ or gas well is located on the leased premisea, payments may be made on accordance 
with the shut-in provisions hereof. 

12. DRILUNG AND R£WORKlNG AT EXPIRATION OF PRIMARY TE.RM. If, at the expi'ation of the primary term, neither oU nor gas is being 
produced on said land, but Leaaee Is then engaged in drilling or reworking operations thereon, thoa lease shall remaon in foroe 10 long u operations on 
said well or for drilling or reworking of any additional welle are proeecuted In good fahh and in workmanlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation, and if they resu~ In the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
In paying quantities from aald land, or payment of shut-In oil or gas well royalties or compensatory roya~les 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 !Jom the leased 
premises, after once obtained, should cease !Jom any cause, this lease shall not terminate if Lessee commences addhlonal drilling or reworking 
operations wilhin sixty (60) days aftec auch ceaaetlon, end thla lease ahaU remain in full force and effect for 10 long as auch operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If auch drilling or reworking operations raau~ in the production 
of oil or gas, the lease shall remain In full force and effect for so long aa oil or gas ia produced from the leased premises In paying quantities or payment 
of shut-In oil or gas well royatlies or paym~nt of compenslltory royaltlea is made as provided herem or aa provided by law. tf the drilling or reworkong 
operations result In the completion of a well aa a dry hole, the lease will not terminate if the Lessee commences addldonal drillng or reworking 
operations within sixty (60) days after the completion of the well aa a dry hole, and this lease shell remain in effect ao long as Leaaee continues drilling or 
reworking operations in good faith and in a workmanlike manner without interruptjons totaling more than sixty (60) days. Lessee shaH give written notice 
to the General Land Ot11ce within thirty (30) days of any cessation of production. 

14. SHUT -lN ROYALTIES. For purposes of this paragraph, "Well" means any well that hu been auignod 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, undl being ehut In, was being 
mairrtained In force and effect. a wei capable of producing oil or gas In paying quantltlea Is located on the leaaad premieea, 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 oU or gas royalty an amount equal to 
double the annual rental provided in the lease, but not lese than $1,200 a year for each well capable of producing oil or gas In paying quantitiec. If 
P1J1'891'8ph 3 of this Ieese does not specify a delay renml amount, then for the purposes of this paragraph, the delay renml amount shell be one doftm 
($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 oU or pas from the leased premlaea, or (3) 60 days after Leaaee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date ia latest. Such payment shall ba made one-half (112) to the Commiu ioner of the General Land Office and one­
half ( 112) to the owner of the soil. If the shut-in oil or gas royalty Ia 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 lnt day of the month following the month In which 
production ceased, and, after that, If no aultable production facilities or suitable market tor the ol or gas exists, Lessee may extend the lease for four 
more aucceaalve perio<!a 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, d\J'ing the period the laue is kept in effect by payment of the shut-in oH or gu royalty, oil or gu is 
sold and delivered in paying quantltlea from a weU located within one thousand (1,000) feet of the leued premiset and completed In the same producing 
reservoir, or in any caae In which drainage is occ..ring. the right to continue to malntain the lease by paying the shut-in oH or gas royalty shaU 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 
cucceaaive years by Lesaee paying compenNtory royalty at the royalty rate provided In the lease of the market value of production from the well causing 
the drainage Of wll!eh is comple1ed in the same producing reser.olr and within one thousand (1,000) teet of the leased premises. The compemlllory 
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 soil, beginning on or 
before the lalt day of the month following the month in which the oU or oa• ia produced from the weU causing the drainage or that Ia completed in the 
aama producing reservoir and loclltod within one lhouM nd (1 ,000) fMt of the leased premises. If the compenutory royalty paid in any 12-month perood 
is an amount leas than the aMual shut-In oil or gas royalty, Lessee shall pay an amount equel 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 Parag~aph 9 of this 
lease. None of these provisions will relieve leNee of the obligation of reasonable development nor the obligation to dr1ll otfaet wells as provided In 
Texas Natural RMo..-cea Code 52.173; however, a1 the determination of the Commieaioner, and with the Commieaioner'a written approval, the payment 
of compenaatof)' royalties can satisfy the obligetion to drill offset wella. 

16. R.ETAINED ACREAGE.. Notwithstanding any provlaion of this lease to the contrary, after a weU producing or capable of producing oil or 
gn has been completed on the leased premises, Lessee ahalloxarcisa the diigence of a reuonebly prudent operator In drilhng such additoonal wall or 
wells aa may be reasonably necessary for the proper development of the leased premises and In marketing the production there on. 

(A) VERTICAL. In the event this lease ia In force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate aa to all of the leased premise•. EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 ecres 
surrounding each gas well capable of producing In peying quantities (Including a shut-In oU or gas weU as provided in Paragraph 14 hereof), or a well 
upon which Lessee Ia then enoaged In continuous drilling or reworking operations, or (2) the number of acres Included In a producing pooled unn 
pureuant to Texas Natural Reaourcea Code 52.151-52.154, or (3) auch greater or leaaer number of aCfes aa may then be allocated for production 
purposes to a prorlllion unit for each such producing welt under the rules tmd regulations of the Rlrilroad Commission of Texas, or omy successor 
agency, or other govemmerrtal authority having jurisdiction. If at any tJme after the effective date of the partial termination provisions hereof, the 
applicable field rules ara changed or the we» 01 wells localad ttMreon are recluaified ao that leu acraaoa is theraaftec allocated to said wei or weUs lor 
production purposea, thia laaaa shall thereupon terminate aa to aH acreage not therNIIer alloclltod to said wall or wella for production purposes. 
Notwithstanding the termination of thr. leaaa as to a portion of the lends covered hereby, Leaaee shall nevertheless continue to have the right of ingress 
to and egress from the Ianda atltt ~ject to thla lean for all purpoaes desa'bed in Paragraph 1 hereof, together with easements and rights-of-way for 
exlatlng roada, existing pipelnea and other exlatlng faclUtlea on, over and across all the lends deaalbed In Paragraph 1 hereof ("the retained lands"), for 
acceN to and from the retained Ianda and for the gathering or tranaportation of ol, gas and other mineral• produced from the retained Ianda. 
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(B)' HORIZONTAL In the event this leeu is in force and affect two (2) yeert 11ter the expiration date of the primary or alrtended term~ shall 
further terminate aa to all depths below 100 feet below the total depth drilled (hereinafter ·deeper deptht ")ln each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) ye~ after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonut originally paid as co~deraUon for this lease (aa apedfted on page 1 hereof). If such amount ia paid, this lease shall be In Ioree and effect as to 
such deeper depths, and said termination shall be delayed for an add~ional period of two (2) years and so long thereafter as oil or gaa is produced tn 
paying quantitiea from aueh d eeper depths co'nred by this lease. 

(C) IDENTIFICATION AND FlUNG. The autface acreage retained hereurtder aa to each well shag, aa nearly aa practical, be in the form of a 
tquara with lhe wall located in the center thereof, or tueh other thapa 11 may be approved by the Commin loner of the General Land Office. Wt1hin 
thirty (30) days after par1ial termination of this lease aa provided herein, Le11ee thall execute and record a releeae or releaoea containing a aatiafactory 
legal deaeription of the acreage and/or depths not retained hereunder. The recorded release, or a certlfted copy of same, shall be filed in lhe General 
Land Olftce, accompanied by the ftllng fee prescribed by the General Lend Otftce rules In effect on the date the release Ia filed. It Lessee faDs or refuses 
lo execute and record such release or releasee w~hin 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 Ia located and in the otti<:ial records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

1i . OFFSET WELLS. Neither the bonus, delay rentals, nor royalties patd, or to be paid, undar thts le11e ahaU relteve Lessee of his obligation 
to protect the oil and gas under the above-deaaibed land from being drained. Leaaee, aubleasee, receiver or other agent in control of the leased 
premlsea shaU dril aa many wells as the facts may justify and ahall .,.. appropriate means and drill to a depth necesaary to prevent undue drainage of 
oil and gas from the leased premises. ln addition, If oU and/or gae lhould be produced In commercial qwmtltlee within 1,000 feet of the leased premises, 
or in any case where the leased premises is being dr11inad by production of oil or gas, the Lessee, albleeMe, receiver or other agent in control of the 
leased premises shan in good faith begin the drilfing of a well or weh 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 atan producing in commercial quantlties and shall prosecute such drlning with diligence. 
Failure to aatiafy the statutory offset obligation may ltlbject this 1 .... and the ownet of the aoif's all'lncy righta to forfeitln. Only upon the determination 
of the Commiasionar of the General und Office and with hla written approval may the payment of compenaatory royalty under applicable statutory 
peremetera satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith elfon, Lessee is prevented from complying with any express or Implied covenant of thla lease, 
from conducting drWIIng operations on the leased premlaes, or from producing oil or gaa from the leased premises by reason of war, rebellion, riots, 
strikes, acta 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 lor damagea for failure to comply wtth such covenants; additionally, this lease shall be 
elrtended while Leaaee is prevented, by any auch eauaa, 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 effec:t during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

11. WARRANTY CLAUSE. The owner of the soil warranta and agren to deland title to the leaMd premises. If the owner of the aoil defeultc 
In paymenta owed on the leeaed premises, then Lessee may redeem the righta of the owner of the soil in the laaaed premise• by paying any mortgage, 
taxes or other liens on the leased premises, If Les~ee makes payment• oo behalf of the owner of the soH under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the aoll. 

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 whk:h his inlerast bear. to the entire undivided lllface estate and the royalliea and rental herein provided to be paid to 
the Commiaaioner of the General Land Office of the State of Tex11 ahll be Ukewi18 proporUonetety reduced. However, before L81sae adjuota the 
royalty or rental due to the Commiaaloner of the General u nd Olftce, Lea~ee or his euthorized representative must submit to the Commi11ioner of the 
Generel und Otflc:a a wrlttan statement which explalna the disaepancy batwMn the Interest p<.rportedly leased under th!J lease and the ac:tuaJ Interest 
owned by the owner of the soil. The Commiseloner of the Gener111 und Olftce shall be paid the 1111iue of the whole production allocable to any undivided 
lnteraat not covered by a lease, le111 the proportionate development and production coat alloc:ebla to such undivided intereal However, in no evant 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-.lxteenth (1116) of such grose production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by thta 1 .. sa ia included ~hin the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if. at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres then the total 
amount deac:rlbed herein, payments that are made on a per acre basis hereunder ehall be reduced according to the number of acres pooled , released, 
surrendered, or otherwise severed, so that payments determined on a per acre baala under the Ierma of thla lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of o 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. Leaaae ahd have the right to uaa water produced on uld land necesury lor operaltons under thta leaoe except water 
from web or l anka of the owner of the soil; provided, however, Lonee shal not use potable water or water suitable for liveatoek or irrigation purposes 
for waterllood operations without the prior consent of the owner of the soil. 

22. AUTHORIZ.ED DAMAGES. LeaNa ahal pay the owner or the soil for damagea c:.uoed by ha oparallona to aU paraonal property, 
improwmenta, livestock and crops on aaid land. 

23. PIPEUNE DEPTH. When reque.alad by the owner of the aoU, Lessee shall b~ ita pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well aha II be drilled ne•rar than two hundred (200) feet to any house or b•m now on aaid premiMs without 
tho written consent of the owner of the soil. 
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25: POLLUTION. In developing this erea, Lenee shell use the highest degree of e~~ra end ell proper safeguards to prevent pollution. Without 
Hm~ing the foregoing, pollution of coastal wettenda, natural Wlrterwaya, rivera and Impounded water ahall be prevented by the use of containment 
facilities sufficient to prevent spillage. seepage or ground Wll1ef contamination. In the event of pollution, Lessee shall use all means at ~ disposal to 
recapture all escaped hydrocarbons or other pollutant and shell be responsible for all damage to public and private propertles. Leaaee shall build and 
maintain fences around ita alush, aump, and drainage pita and tank batteries 10 aa to protect livestock againlt Ioiii, demege or injury; and upon 
completion or abandonment of any well or wells. Lessee shall fiH and level all slush pits and celler3 and completely dean up the drilling site of all rubbish 
thereon. Leuee shall. while conducting operations on the leased premises, keep said premises free of an rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operatlona shall reltore the surtac.l of the land to aa near Its original condition and contours es Is practicable. Tanks and 
equipment will be kept painted end presentable. 

26. REMOVAL OF EQUIPMENT. Slilj act to limitations in this peragraph, Lessee shaH have the right to remove machinery and fixtures placed 
by lesaee 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 gntntll Lessee an oxton&ion of !his 120-day period. However, lessee may not remove casing from 
eny well capable of producing oil and gas in paying qua~s. Additionally, Lessee may not draw and remove casing unti alter thirty (30) days written 
notice to the Commissioner of the General Land Ofllce and to the owner of the soil. The owner of the soU stu! II become the owner of any machinery, 
fixtures, or caslng which are not timely removed by lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions conteined in this paragraph and Paragraph 29 ol !hie Ieee., the rights and ectatec of either 
party to this lease mey be assigned, in whole or in part. and the provisions of lhls lease shall extend to and be binding upon their heirs, devisees. legal 
representatives, aucceaaora and asaigna. Hllwevef, a change or division In owners~ of the land, rentals, or royalties wil not enlarge the obligations of 
lessee, diminish the rights, prtvlleges and eatatee of Loasee, impair tho offoctfvenese of any payment made by Lessee or impeir the effectiveness of any 
act performed by le11ee. And no change or division in ownership of tho land, rentala, or royalties ehall bind Lessee for any purpose until thirty (30) days 
alter the owner of the soil (or his heirs, devisees, legal representatives or assigns) llnlishes the Lessee with satisfactory written evidence of the change 
In ownership, Including the original recorded munimenta of title (or a certified copy of such original) when the ownerohip changed because of a 
conveyance. A tot.aJ or pllrtial aaaigrl~Mnt of thla lease ahaU, to the extent of lhe lntereat assigned, raUeve and discharge Lauee of ali subsequent 
obligations under this laue. If thia leaae ia aulgned in ita entirety as to only part of lhe acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and fallll'e by one or more of them to pay his share of lho rental shall not affect 
th~ lease on the part of the land upon which pro nrta rentals are timely paid or tendered; howevef, if lhe assignor or aaaignee does not file a certified 
copy of such auignment In the General Land Office before the next rental paying date, the entire lease shaN terminate for faUure to pay the entire rental 
due under Paragraph 3. Every aaeigneo allaH succeed to ali rights and be slilject to all obr~gationa, Uabilniea, and penalties owed to the State by the 
original lessee or any prio< aaaignee of the lease, including any lillbilitlea to the State for unpaid royalties. 

(B ) ASSIGNMENT UMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soU acquires this laue in whole or in 
part by auignment wilhout the prior written approval of the Commiaaioner of the General Land Office, this leue is void 11 of the tim a of assignment and 
the agency power of the owner may be forfe~ed by tho Commis&ioner. Aro aaaignment will be treated as if h were made to the owner of the soil if the 
assignee is: 

( 1) a nominee of the owner of the soli; 
(2) a corporation or subsidiary in which the owner of the soil ie 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 partnerahlp which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not lim~ed to a guardian, trustee, executor, administrator, receiver, or conservator lor the 
owner of the soil; or 
(7) a family member of the owner of the soli or related to the owner of lhe soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, leesee may at any time execute and deliver to the 
owner of the so~ 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 ecreage surrendered. If any part of !his lease is properly surrendered, the 
delay rental due under this lease aha II be reduced by the proportion that the surrendered acreage beara to the acreage which was covered by thia lease 
immediately prior to such aurrender; however, such rat .. ae will not refieve Lesaee of any llabiiitiea which may have accrued under thlt lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lena i1 auignad or releued, such usignment or release must be 
recorded in the county where the land is situated, end the recorded inatrument, or a copy of the recorded instrument certified by the County Clerk of lhe 
county In which the inatrument is recorded, must be nied in the General land Office within 90 days of the last execution date accompanied by the 
preacribed filing fee. If any such assignment Ia not so tiled, the rights acquired under this Ieese shell be subject to forfeiture at the optlon of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All proviaiona pertaining to the leuo of the above~eacribed. land have been included in this instrument, 
including the statement of the true consideration to be paid for the execution of this leaae end the rights and duties of !he parties. Aroy collateral 
agreementa concerning tho development of oil and ges from the leased premises which are not contained In this lease render th~ lease Invalid. 

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

32. FORFEITURE. If Leac.a ahall fall or refuae to make the payment of any sum within thirty days after h becomea due, or if Lescea or an 
authorized agent should knowingly make any false return or telae report concerning production or drilling, or If Leuee shall tall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commiaaloner of the General land 011\ce, or if lessee 
should fall to ftle reporta In the manner required by law or lei to comply with rules end regulations promulgated by the General land Office, the School 
land Board, or the Railroad Commilllion, or if Leaaee should ratu.e the proper author~ acceaa to the recorda pertaining lo operation•, or if Leaaee or 
an authorized agent should knowingly tail or refuse to give correct Information to the proper authority, or knowingly tai or refuse to furnish the General 
Land Office a correct log of any well , or If leuee shell knowingly violate any of the materiel provialons of this Ieese. or if this Ieese ~ assigned and the 
assignment II not flied In the General land Office u req!Wed by law, the righta acqured under this teaM ahal be subject to forfaiUe by the 
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Commissioner, and tM aha II forfeit aame when aufficientty Informed of the f1cta which eulhorize a forfeiture, 1nd when forfeitld the 1rea 5hell again be 
aubject l o Ieete under the terma of the Relnqulahment Ad. However, nothing herein 1hall be conatrued as waiving the automalle l erminetlon of lhla 
Ieese by operation of law or by reason of any ~limitation arising hereunder. Forfeitures may be set aside and this lea se and all ughts thereunder 
relnstaled before the rlghls of another Intervene upon sallafactOIY evidence to the Commluloner of the General Land Office of Mure compliance wilh 
the provisions of the law and of thi1 lease and the rulea and regulations that may be adopted relative hereto. 

. 33. LIEN. In accordance with Tex .. Natural ResolKcea Code 52.136, tha State ahall have a firatlien upon all oil and gu produced from the 
area covered by thla leaae lo aecure paymenl of all unpaid royalty and olher sums of money thai may become due under thia 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 
elCI)reas conl1actual lien on and security Interest In all leased minerals In and extracted from the leased premlsea, ell proceeds which may accrue to 
leaaee from the sale of such leased minerala, whether such proceeda are held by l eaaee or by a thi'd party, and all fiXIurea on and omprovementa to the 
leased prembes used in connection with the production or proceuing of such leased minerals in order lo secure the peyment of all royalties or olher 
amounls due or to become due under this Ieese and lo secure payment of any damages or ion that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this leeae, whether expreu or impiJed. Thia ~en and security interest may be foreclosed with or without court proceedings in 
the manner proVIded in the Trtlt 1, Chap. 9 of the Ttxn ButineM and Commerce Code. Leuee agrees that the Commla$ioner may r equire L111et to 
execute and record such instruments as may be reuonabty neceMary lo acknowledge, attach or perfect thia lien. Leaaee hereby repreaenta thai there 
are no prior or s~rlor liens arising from and relating to Lesaee'a activitlea upon the above~scribed property or from Lessee's ecquhoition of thla lease 
Should lhe Commissioner al any lime determine lhellhls representation Ia not true. then the Commissioner may declare lhis lease forfehed as provided 
herein. 

3-4. POOLING. Leaaea ia he;aby gnonled lhe right to pool or unitize the royalty intereat of the owner of the aoil under this lene with any other 
leasehold or mineral interest for the exploration, development and production of oU or gao or either of them upon the aame terms as shall be approved 
by the School Lan d Board and the Commi5sloner of the General Land otfice for the pooling or unitizing of the Interest of the State under thla lease 
purauanl l o Texu NaiUrel Resources Code 52.151· 52.154. The owner of the soll agreealhalthe Inclusion of lhis provision In lhls lease satlsnesthe 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby rel11aaa and doachargea the State of Texu and the owner of the soil, their officers. employees. partnera, 
egenls, contractors, aubeontractora, guests, inviteea. and their reepectlve aucceaaora and assogns. of and from all and any actions and causes of action 
of every nature. or other harm. Including environmental herm. for which recovery of damages Is sought, including. bU1 not lmhed lo. ell losses and 
elCI)enses which are caused by the ectlvi1tes of Lessee , ha officers. employees, and agenta arising oU1 of, incidental to, or resuhlng from, the opera! Ions 
of or for Lessee on the leased premises hereunder, or lhat may arise oU1 of or be occasioned by Leaaee's breech of any of the terms or provision• 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 agen~. their succesSO<s or assigns, against any 
and all claims, liabilities. loaaea, damages, actions, personal injury (Including death), coats and expanses. or other harm for which recovery of damage3 
ia sought. under any theory including tort, contract, or llrict lilobilrty, Including attorneys' fees and other legal alCI)ensea, including those relaled 10 
environmental hazards, on the leased premises or in any way related to Lesaee'e fa lure to comply with eny and all environmental laws; thoae arising 
from or In any w ay related to l esaee'a openrtlona or any other of Lea-·s activities on the leased premises; those arising from Lessee's use of the 
surface of the leaMd premises; and those that may arise out of or be occasioned by Leaaee's breech of any of the terms or provisions of this Agreemenl 
or any other act or omlsalon of Lesaee, ita directors, officers, employees, partners, agents, contractors, subcontractors, guests, rnvitees, and thew 
respective succe~ and assigns. Each assignee of thla Agreement, or an Interest therein, agrees to be i able 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 Le:uee, ha officera, employees, and egenla u deacrlbed above. EXCEPT A3 OTHERWISE EXJ>RESSL Y UMITED HEREJN, Al. l OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABIUTI~ ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDtNG PRE.£XISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGUOENCE OF ANY PARTY OR PARTIES (IHCLUOIHO THE NEOUGENCE OF THE INDEMNiFIED PARTY), WHETHER SUCH NEGUOENCE .,... 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevenl conll!mination or 
pollulion of any environmental medium. including soil, surface walers, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on. or Wldet, the leased premiaea, by any waa:t.a. po~ or contamlnanl. Lessee shaU not bring or permit to remain on 
the leased premoaea any u beatoa contJoining malarllola, tlCI)Ioalvea, toone malerilola, or aubatlonc .. regulated a a hazardous wastes, hazardous mllerials, 
hazardous aubstancea (as the term 'Hazardous Substance· is defined in the Comprehensive Environmental Responae, Compenaation and Llablhty Act 
(CERCLA). -42 U.S .C. Sections 9601 , et seq.), or toxic aubatances under any federal . SIArte, or local law or regulation (' Ha zardous Materia ls' ), except 
ordinary products commonly used In connection whh oil and gaa exploration and developmenl operationa and stored In the usual manner and quanlhles. 
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, JUOOMENTS, PENALTIES, UABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOR.EOOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMtSES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE 8HA1.l CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY TH£ PRESENCE OR RELEASE Of ANY HAZARDOUS MATERIALS IH, ON, UNDER, OR ABOUT 
THE LEASED PReMISES DURINO l.ESSEE'S OCCUPANCY OF lliE LEASED PREMISeS IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT L IMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR Atf'f OT11ER ENVIRONMENTAL LAW OR REGULATlON. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRmEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF AHY HAZARDOUS MATERIALS, OR UPON R.ECEMNG A NOTICE FROM ANY 
GOVERNMENTAL AOI!NCY 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 ill laaued under the provialona of Texaa Nalural Resources Code 52.171 llvough 52.190, commonly 
known as the Rellnqulahment Act, and olher applicable statute• and amendmenla thereto, and If any provi-'on In thia leaee does nol conform lo these 
statU1es. the statutes will prevail over any nonconforming lease provt.lons . 
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38."EXECUTION. Thia oil and gu laue must be aigned end acltnowledged by the Laue a bef()(e ~ ia filed of record in the county recorda and 
in the General Land Office of the State of Texea. Once the fiing requi"ements found In Paragraph 39 of this leaae have been aatiafied, the effec1ive date 
of this lease shall be the date found on Page 1. 

38. LEASE F1LINO. Pureuant to Chapter 9 of the Texae Buainna and Commerce Code, this lena muat be filed of rec()(d in the office of the 
County Clerk In any county In which all or any part of the leased premises is located, and certHied copies thereof must be filed in the Generel Lend 
Office. This lease Is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his rec()(ds) Ia filed In the 
General Land Office In accordance with Taxaa Natu-al Reaowcea Code 52.183. AdditionaUy, thla lease ahaU not be binding upon the State unl ... it 
recite• the actual and true consideration paid or promised f()( execution of thia leua. The bonus due the State and the preacribed filing fee shd 
accompany auch certified copy to the General Land Office. 

LE~S~ ' t:~ 
BY. ·1kJ 

CRAIO L. BLAIR 

Trtle: -....,.-,.--------­

Date: -l-j,....._J_-_...Q..L--L3 _- _D__,S:::..__ 

LESSOR: 

STATE OF TEXAS 

BY: 1--'Y/~ &.u.u..L( ~ 
MAURICE RUSSELL WILSON 

Individually and aa agent f()( the State of Texas 

Date: \\ \ o:J \ 'J,.Oo 5 

STATE OF TEXAS 
BY: _____________________________ ___ 

Individually and n agent f()( the State of Taus 

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

w 
. \.?,·~·· . . . ,-~ ,:- .. • .l'. t ( • • 

~= -~~ ·* ~ ~ ..• · ·-•• • • 

Trtle:_-:-------..,........_­

Date:__,D.?t=...._,. -'-1--r-'2-Po:::::..:;;_D(___:::. __ 
7 

STATE OF TEXAS 
BY: _ _ _ ___ ______________ ___ 

Individually and as agent f()( the State of Texaa 
Date: ___________ _ 

STATE OF TEXAS 
BY: _____________________________ ___ 

Individually and u agent f()( the State of T eus 

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

Mall Instrument back to 
Slate Land Services 

P.O. Box 550 
Big Spring, Texas 79721 -0550 



STATE OF-------­

COUNTY OF--------

(CORPORA n ON ACKNOWLEDGMENT) 

BEFORE ME, the underaigned authority, on thia day peraonally appeared----------- -----------­

known to me to be the person whose name Ia subscribed to the foregoing lnwumenta eo--------------------­

of and acknowtedged to me that ha 

executed the same for the p~A'JX)ses and consideration therein expressed, In the capacity atated, and as the act and deed of aeid corporation. 

Given under my hand end ani of office thia the ___ day of---------- 20 _ _ . 

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

STATE OF T.l.JEXA""".,.S'------­

COUNTY OF ~c'-'~~.;;,S~--

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the underaigned euthority, on !hie day peraonally appeared 11MA,.,Uu.R.>&I,.C""E-'R-"U"'S"'S"'E"'L..,LLWLUJIL..,S"'O"'N"-------------

known to me to be the peraona whoae names are subscribed to the foregoing inatrument, and acknowledged to me that they executed the same lor the 

purposes and consideration therein expressed. 

Given under my hand and 11al of office thia the ' 20..QS_. 

sdr.wa £. d . .L/1• t.l 

· ~· 

IRENE R. LUNA 
Notary Public, Sill lA! of Texas 

My Comm. Expires Dec. 8, 2008 
Notary Public In and for 't\. ll 'f t' i 'I C." u .At'/ I "If >«.... S 

STATE OF / 

COUNTYOF ~ 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the underaigned authority, on thia day peraonally appeared ,.C"'RAI"""G......,L~ . .. B .. LA""I"'R'-------------------

known to me to be the persona whoae names are subacribad to the foregoing lnatrumant, and acknowtadgad to me that they executed the same for the 

purposes end consideration therein expressed. 

Givan under my hand and au I of office this the ,J ~ay of~ fJRA , 2005.. 

!";::::···~·~~~·~~~ .•• =~~MA=IIY~E~. =~E~T~US~=:;~ ~±: ~ 
I l:tl,j-:~ Notary Public. SUite of Texas ' ~ -~~J} My Convnission Expo res 

'*·~~.:.· ... ~ •. ~ July 09. 2007 

_-.-
STATEOF \ ~~? 
COUNTY OF ::fi?A:VI S 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on thia day personally appurad ,.s ... r .. Er:.PuH..,E.,NwS,.._.B,.LA"""IR"----------------

known to me to be the peraona whoaa namaa are aubscribed to the foregoing instrument, end acknowledged to me that they executed the aame lor the 

purposes and consideration therein expressed. 

Given under my hand and aeal of office thia the L day of 

DULY 

td.' 
~ 

OR RECORD ON THE 12t h 

ON THE 1.-=9-=t=h=---

DAY OF APRIL 

DAY OF APRIL 

FITW 

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

, A.D. 2006 @ 2 : 50 O'CLOCK P M. 

LINDA MCDONALD, COUNTY CLERK 
CULBERSON COUNTY, TEXAS 

A M. & 
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"3'00 

Gtnerol und Offlct 
Relinquishment Act Loan Form 
Revised, Seplember 1997 

~ustin, m:exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered 1nto th1s _17 ___ day of J,.,u .... n,.e.__ ______ .2~ • between the State of Texas. ac~ng 

by and through_ its agent. '->K.,_avL'-'R,.e,.ichue,.,n.!la.,u._,P_,o .. ndllt.lie,_r ----------------------------------­

of 2216 Sylvan Lane. B aytown TX 77521 

(Give Permanent Add1ess) 

said agent herein referred to as the owner of the soil (whether one or more), and ,.C,..ra..,lg.....,.L...,B.::I,_ai::..r,.a:.:;nd.,_,.S.,teob""'"'en"-"S"-. ,.B,.Iae:cir ____________ _ 

of P .O. Box 2476 Car1sb3d. New Mexico 88221 

(Give Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and In conslderaUon 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 sote and only purpose of prospecting and driUing for and producing oil and gas, laying pipe lines, building tanks. ston"'il oil and bulldi"'il power 
stations. telephone lines and other structures thereon, to produce. save. take care o f. treat and transporJ said products of the lease. the following lands 
situated In Culbmon County, State ofT exas. to-IMt 

The S/2 of the SW/4 of Section 12. Blod< 113. Public School Land Survey. Culberson County, Texas 

containing !l80~ . ..~~o~----- acres. more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Six Hundred Sixty-Six and 66/100 Dollars 

Dollars ($,.><666""".66""'--------

To the owner of the soil: Shs Hu!Jllred Sixty-S!x a!Jll66/100 Dollars 

Dollars ($,"'666"""'66""----- ---' 

Total bonus conslderaUon: One Thousa!!d Three Hundred Thlrtv-Tv.o and 32/ 100 Dollars 

Dollars ($,.!.1 .,3""33..,_.3"'2'--------' 

The total bonus consideration paid represents a bonus of ..:..TV!2""'-"'H"'und"""'r""ed"-"'and""-'QJ"'--'-'100""-'Do"""ll"'a"'rs'---------------------

---- --------- - - - - Dollars ($200 00 l per acre. on ,.6.,.6666""'"----- 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 ·pnmary term") and as long thereafter as oil and gas, or either of them, is produced In paying quantities from said land. As used 
In this lease, the term ·produced in paying quantities· means that the receipts from the sale or other authorized commercial use of the substance(s) • 
covered exceed out of pod<et 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 shall tenninate. 

unless on or before such anniversary date Lessee shall pay or tendllf to the owner or the soil or to his eted1t In the ------------ --

Bank. at . 
or its successors (which shall continue as the depository regardless or changes In the ownership or said land). the amount speofied 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 undllf this paragraph shall operate as a rental and shall oover the privilege or 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 or the soil: Three aQ(j Thjrty·three one huQ(jred(hs 

Dollars ($,.3.._3.._3 --------

To the State or Texas: Three aQ(j ThiQy·!hree one hundredths 

Dollars ($ ... 3.,...3,.3 ________ _ 

Total Delay Rental: Six aQ(j Slxty·slx one hundredths 

Dollars (S~~.6 . .,.6§,._ _______ -J 

In a like manner and upon like payments or tenders annually, the commencement or a well may be further deferred lor success1ve periods or one (1) 
year each during the primary tenn. All payments or tenders or rental to the owner or the soil may be made by check or sight draft or Lessee, or any 
assignee of this lease. and may be delivered 041 or before the rental paying date. II the bank des19f13ted 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 fall or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thirty (30) days after the owner or the soli shall dehver 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·hall (1/2) of the royally 
provided lor In this lease to the Commissioner or the General Land Office or the State or Texas. at Austin, Texas. and one·hall (112) or such royally to the 
owner or the soil: 

(A) OIL. Royalty payable on oil. which Is defined as Including all hydrocarbons produced in a liquid lonn al the mouth or the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered lfom oil or gas run through a separator or other equipment, as hereonafter provided, 
shall be 1/5 part or the gross production or the mar11et value thereof. a! the option or the owner or the soil or the Commissioner or the General 
Land Office, such yalue to be detennined by 1) the highest posted pnce, plus premium, ''any, offered or paid lor oil, condensate, distillate. or other liQuid 
hydrocarbons, respectively, of a hke type and gravity in the general area where produced and when run, or 2 ) the highest mar11et 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 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 !enns 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 from any well on said land (e>tcept as provided hereon With respect to gas processed In a plant lor 
the extraction of gasoline, liquid hydrocarbons or other products) shan be ]/5 part or the gross production or the mar11et value thereof. at the 
option or the owner or the soil or the Commissioner or the General Land Office. such value to be based on the highest market price paid or offered lor 
gas of comparable quality In the genllfal 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 bme exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sillly (60) degrees Fahrenheit. correciJon to be made lor pressure according to Boyle's Law, and lor specJfic 
gravity according to tests made by the Balance Method or by the most approved method or testing being used by the Industry at the t1me of testing. 

(C) PROCESSED 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 or the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option or 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%) or the total plant 
production of residue gas attributable to gas produced lfom this lease. and on fifty percent (50%), or that percent accru1ng to Lessee, whichever Is the 
greater. of the total plant production or liquid hydrocarbons attributable to the gas produced from this lease: prov1ded that II liquid hydrocarbons are 
recovered from gas processed in a plant 1n 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 ac:crulng 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 hydrocartx?ns shall be detennlned by 1) the highest market 
price paid or offered lor any gas (or liquid hydrocarbons) or comparable quality in the general area, or 2) the gross price paid or offered lor such residue 
gas (or the weighted average gross selling price lor the respective grades or 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 hquld 
hydrocarbons) whether said gas be ·casinghead." "dry." or any other gas. by fractionating, burning or any other processong shall be 115 part or 
the gross productiOn or such products. or the mar11et value thereof. at the optJon or the owner or the sot! or the Commissioner or the General Land Office. 
such mar11et value to be detennined as follows: 1) on the basis of the highest mar11et price or each product for the same month in wh1ch such product is 
produced, or 2) on the basis or the average gross sale price or each product lor the same month In which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the e>tp~rauon of the pnmary tenn or this lease, II th1s 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 tie 
due and payable on or before the last day of the month succeeding the anniversary date or 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 lor the purposes or this 
paragraph, the delay rental amount shall be one dollar (S 1.00) per aete. 
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6. ROY A1. TY IN KIND. Notwithstanding any other provision In this tease, at any time or from time to time, the owner of the SOli 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. requ1re that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty in kind shall not diminish or negate the ownef of the soil's or the Commissioner of the General land Office's rights 
or lessee's obligations. whether express or lmplted, 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 wntten consent of 
the owner of the soli 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 under1ylng the leased premises after the liquid hydrocarbons contained In the gas have been removed; 
no royalties shall be payable on the recycled gas until It Is produced and sold or used by lessee In a manner which entitles the royalty owners to a 
royalty under this lease. 

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

Payment of royalty on production of oil and gas shall be as provided In the rules set fonh In the Texas Register. Rules currently provide that royalty on oil 
Is due and must be rece1ved In the General Land Office on or before the 5th day of the second month succeeding the month of production. and royally 
on gas Is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production. 
accompanied by the affidavit of the ov.ner. managef 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 metef readings. pipeline receipts, gas lone 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 addltlon 
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 hefeln . Payment of the delinquency penalty shall In no way operate to prohibit the State's 
righ t of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
ca,ses of ti tle dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall annually furnish the Commissioner of the General Land Office 
with its best poss1ble estimate of oil and gas reserves under1ying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering Into or making such contracts. agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General land Office unless otherwise authorized by lessee. All other contracts and records pertaining to the production. 
transportation. sale and marketing of the oil and gas produced on said premises. including the books and accounts. receipts and discharges of all wells. 
tanks. pools, meters. and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office. the 
Attorney General. the Governor. or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
land Office by lessee or operator five (5) days before spud date. workover. re-entry. temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General land Office shall include copies of Railroad Commission forms for application to dri ll. Copies of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications. permits. reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall Include the word ·state• In the IIIIa. Additionally. in accordance with Railroad Commission 
rules. any signage on the leased premises for the purpose of identifying wells. tank batteries or other assodated improvements to the land must also 
Include the word · state: Lessee shall supply the General Land Office with any records. memoranda. accounts. reports. cu!Ungs and cores. or other 
Information relative to the operation olthe 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 descnbed premises and shall transmit a true c6py 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) PENAIL TIES. lessee shall Incur a penalty whenever reports. documents or other materials are not filed In the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which Is effective on the date when the materials were due in 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the primary term hereof and pnor to discovery and 
production of oil or gas on said land. lessee should drill a dry hole or holes thefeon. or i f during the primary term hereof and after the d iscovery 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 prlor thereto. a dry hole be completed and abandoned. or the production or oil or gas should cease for any cause,· 
Lessee's rights shall remain In full force and effect without further operations until the expiration of the primary term: and If Lessee has not resumed 
production In pay1ng quantities at the expiration of the primary term. lessee may maintain this lease by conducting additional drilling or reworking 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well Within the primary term hereof, Lessee may 
re~ume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date o f completion of such shut-In oil or gas well and upon the failure to make such paymenl, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-In oil or gas well is located on the leased premises. payments may be made in accordance 
with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas Is being 
produced on said land, but lessee Is then engaged in drilling or reworking operations thereon, this lease shall remain In force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted In good faith and in workmanlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation. and If they result In the production of oil and/or gas, so long thereafter as oil and/or gas Is produced 
In paying quantities lrom 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 explratlon of the primary term. productoon 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 d rilling or rework1ng 
operations within sixty (60) days after such cessation. and this lease shall remain in full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without Interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas. the lease shall remain in full force and effect for so lOng as o il 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 dnlling or reworking 
operations result In the completion of a well as a dry hole. the lease will not terminate if the Lessee commences additional dnlling 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 cont1nues dnlllng or 
reworking operations in good faith and In a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give wntten notice 
to the General Land 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 be1ng shut in, was being 
maintained in force and effect. a well capable of producing oil or gas In paying quantities is located on the leased premises. but oil or gas Is not being 
prOduced for lack of suitable production facilllies or lack of a suitable market. then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1,200 a year for each well capable of producing oil or gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each Initial shut-In oil or gas royalty must be paid on or before: (1) the expiration ot 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 ot the General Land Office and one­
half (1/2) to the owner of the soil. If the shut-In oil or gas royalty Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month In which 
production ceased; and, after that, If no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for tour 
more successive periods of one (1) year by pa)'lng the same amount each year on or before the expiration of each shut-In year. 

15. COMPENSATORY ROYALn ES. If. during the period the lease Is kept In effect by payment of the shut-In oil or gas royalty, oil or gas Is 
sold and delivered In paying quantities from a well located within one thousand (1,000) teet ot 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 tease by paying the shut-In oil or gas royalty shall cease. but 
the lease shall remain effective tor the remainder of the year tor which the royalty has been paid . The Lessee may maintain the lease for four more 
success1ve 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) teet 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 on&-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas Is produced from the well causing the drainage or that Is completed in the 
same produong reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid In any 12-rnonth penod 
Is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the d1fference Within th1rty (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 Wi th Paragraph g of this 
lease. None of these provis1ons will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided 1n 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's wntten approval, the payment 
of compensatory royalties can sat1sfy 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 produong oil or 
gas has been completed on the leased premises. Lessee shall exercise the diligence ot 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 In force and effect two (2) years after the expiration date of the primary or extended term It shall then 
terminate as lo allot the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities (Including a shut·in oil or gas wel l as provided in Paragraph 14 hereof). or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number' of acres 1ncluded in a producing pooled umt 
pursuant to Texas Natural Resources Code 52.151·52.154, or (3) such greater or lesser number of acres as may then be allocated tor production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commlss1on of Texas. or any successor 
agency, or other governmental authority having jurisdlctlon. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, thiS lease shall thereupon term1nate as to all acreage not thereafter allocated to said well or wells for producbon purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless conbnue to have the nght of Ingress 
to and egress from the lands still subject to thi s lease for aH purposes described In Paragraph 1 hereof, together With easements and rights-of-way for 
existing roads. existing pipelines and other existing fadlibes 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 011. gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In the event this lease is on force and effect 1w0 (2) years after the expiration date or the ptimary or extended term ot shall 
further terminate as lo all depths below 100 feet below the total depth dnlled (hereinafter 'deeper depths') in each well located on acreage retained in 
Paragraph 16 (A) above. unless on or before 1w0 (2) years after the pnmary 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 t hereof). If such amount is paid. this lease shall be on force and effect as to 
such deeper depths, and said termination shall be delayed for an addotional period of 1w0 (2) years and so long thereafter as 011 or gas Is produced in 
paying quantllies from such deeper depths covered by this lease. 

(C) IDENnFtCATION 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. or such other shape as may be approved by the Commissioner of the General Land Office. W ithin 
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 retaoned hereunder. The recorded release. or a certified copy of same. shall be filed on 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. It Lessee falls or refuses 
to execute and record such release or releases within nonety (90) days after being requested to do so by the General Land Office. then the 
Commissioner at hos sole discretion may designate by wntten Instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense in the county or counties where the lease Is located and In the offidal records of the General Land Office and such 
designation shall be bindong upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals. nor royalties paid . or to be paid. under this tease shall relieve Lessee or his oblogation 
to protect the 011 and gas under the above-descnbed land from being drained. Lessee. sublessee. receover or other agent In control of the leased 
premises shall dnll as many wells as the filetS may justofy 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. it ool and/or gas should be produced in commerdal quantities wothon 1.000 feet of the leased 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 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 determlnatoon 
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. It, 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 produdng oil or gas from the leased 
premises. However. nothing In this paragraph shall suspend the payment of delay rentals In order to maintain this lease in effect during the primary term 
In the absence of suCh drilling or rewor1dng operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the sool warrants and agrees to defend title to the teased premises. If the owner of the soil defaults 
In P,ayments 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. It Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORnONATE REDUCnON CLAUSE. If the owner of the soU owns less than the entire undivided surface estate In the above 
described land, whether or not Lessee's interest Is specified herein, then the royaltie.s 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 undovided surface estate and the royalties and rental hereon proVIded to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be lokewise 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 v.tlote production allocable to any undovided 
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 undivoded Interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCn ON OF PAYMENTS. If, during the primary term. a portion of the land covered by this lease Is inCluded within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil In accordance with Natural Resources Code Sections 
52.151·52.154. or If, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number or 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 lovestock or irrigation purposes 
tor waterflood operations without the prior consent of the owner of the soil 

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

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

24. WELL LOCAnON LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. W1thout 
limiting the loregoing. 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 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 clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free ol 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 soli grants Lessee an extension of this 120-<lay 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 wrilten 
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 aOd estates of Lessee. Impair the effectiveness of any payment made by Lessee or Impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land. rentals. or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs. devisees. legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
In ownership. including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, If the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date. the entire lease shall terminate tor failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. liabilities. and penalties owed to the State by the 
original lessee or any prior assignee of the lease. Including any liabilities to the State for unpaid royalties. 

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

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

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

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

31 . FIDUCIARY DUTY. The owner of the soil owes the Slate 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 Stale, the owner or the soil Is obligated to put the State's 
interests before his personal Interests. 

32. FORFEITURE. If Lessee shall fa il 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 fa lse 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 fall 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 fall or refuse to give correct information to the proper authority. or knowingly fall or refuse to fumlsh the General 
Land Office a correct log of any well. or If Lessee shall knowingly violate any of the material provisions of this lease. or if this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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<!oinmlssioner. and he shall forfei t same when sufficlendy Informed of the facts which authorize a forfeiture, and when forfeited the area shall aga•n be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic termination or this 
lease by operation or law or by reason or any speoal limitation arising hereunder. Forf01tures may be set aside and th1s lease and all nghts thereunder 
reinstated before the rights or another Intervene upon satisfactory evidence to the Commissioner of the General Land Office or future compliance With 
the provisions of the law and of th1s lease and the rules and regulations lhat may be adopted relative 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 this lease to seC\Jre payment of all unpaid royalty and other sums of money lhat may become due under this lease. By acceptance or 
th1s tease, Lessee grants the State. in addition to the hen proV1ded by Texas Natural Resources Code 52.136 and any other applicable statutory hen, an 
express contractual lien on and seC\Jnty interest in all leased minerals in and extracted from the leased premises. all proceeds wh1ch may accrue to 
Lessee from the sale of such leased minerals. whether such proceeds are held by Lessee or by a third party. and all fixtures on and Improvements to the 
leased premises used In connection with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease. whether express or implied. This lien and security Interest may be foreclosed With or without court proceedings In 
the manner provided in the Title 1. Chap. 9 of the Texas Business and Commerce Code. Lessee agrees lhat the Comm1ssioner may reqUire Lessee to 
execute and record such instruments as may be reasonably necessary to ad<.nowiedge. 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 acquisiuon of th•s lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commiss•oner may declare this lease lorfe1led as provided 
herein. 

34. POOLING. Lessee 1s hereby granted the right to pool or unibze the royalty Interest of the owner of the soil under this lease With any other 
leasehold or mineral•nterest lor the exploration, development and production or oU 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 Stale under this lease 
pursuant to Texas Natural Resources Code 52. 151·52.154. The OWiner of the soli agrees lhat the Inclusion of this provision in this lease satisfies the 
execution requirements staled in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and d•scharges the State or 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 acuon 
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 
or or for Lessee on the leased premises hereunder, or that may arise out or 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 ham:tless the State of Texas and the owner of the soil, th01r officers, employees and agents. their successors or assigns, against any 
and all cla1ms, liabilities, losses, damages, actions, personal injury (Including death). costs and expenses. or other harm for which recovery of damages 
is sought. under any theory Including tort. contract. or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and ali 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 anslng from Lessee's use of the 
surface of the leased premises; and those lhat 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, inV1tees, 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 Stale o f Texas and the owner of the so1l, their officers, employees. and agents In the same manner provided above In connection with 
the activities of Lessee, Its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE·EXISTlNG 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 or care and ail reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, surface waters, groundwater. sediments, and surface or subsurface strata. amb1ent alf or any 
other enwonmental medium in , on. or under, the leased premises, by any waste, pollutant, or contam1nanL Lessee shall not bnng or permit to remain on 
the leased premises any asbestos containing materials, explosives, toldc materials, or substances regulated a·s hazardous wastes. hazardous matenals. 
hazardous substances (as the term 'Hazardous Substance· Is defined ,r; th& Comprehensive Env~ronmental Response, Compensation and Uabll1ty Act 
(CERCLA). 42 U.S.C. Sections 9601 , et seq.), or toldc substances under any federal, state. or local law or regulation ("Hazardous Matenals'), 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, LIABILmES, 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 MATERtALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATlON AND ASSUMPTlO N SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATlON. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTlCE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERtALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATlONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATlON OR EARLIER TERMINATlON, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the proV1s1ons of Texas Natural Resources Code 52 171 through 52.190. commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and ''any prov1s1on •n this lease does not conform to these 
statutes, the statutes Will prevail over any nonconforming lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It Is filed of record In the county records and 
In the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerk In any county in which all or any part of the leased premises Is located. and certified copies thereof must be filed in the General Land 
Office. This lease Is not effective until a cer11fied copy of this lease (whiCh Is made and cer1ified by the County Clerk from his records) Is filed in the 
General Land Office In accordance with Texas Natural Resources Codo 52.183. Additionally, this lease shall not be binding upon the State unless It 
reci tes the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

""'Gi - 114----BY: ~ ;(' 
CRAIG L BLAIR 

Title: --,-...,---------­

Date: _.l_..):...__:-0~5'---0-" . .5=--

LESSOR: 

STA~~ ~dal BY: 'L- ~ 
KAY lcifEAUJioNOER 
Individually and as agent for the State of Texas 

Date: $?- ?2- OS 

STATE OF TEXAS 
BY: _______________________________ _ 

Individually and as agent for the State of Texas 

Date: ------------
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Date: AA ~ 2-0 D J 

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: ------------

Mall Instrument back to 
Slate Land Services 

P.O. Box 550 
Big Spring, Texas 79721-0550 
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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----- -------- ------- -­

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

Given under my hand and seal of office this I he ____ day of - --------- 20 ___ . 

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

STATE OF T.uE""XA:oc.>~S __________ __ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF \-\(\\ [l 5 
BEFORE ME. the undersigned authority, on this day personally appeared uKA=Y..!.R,.E..,I,.C'-'H"'E"-'N"'A"'U'-'P'-'0""-'N""D"'E"'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 \~~~~~A$ day of --J--'='--'-'+¥4-'oL..:----­
,,~~9-.\E CD• 1111t. 

,~' W""..~··· :.v:-lft/:c[;,,. 
~~~-~:i_~Y PUs~-.~ 

. !":'~*"'\% 

STATEO~\ \... ... if.9<~) j 
~ ···:--~u"lf~t.~ •• •• ~ 

COUNTY ~~t,11 $,jj:~ 1,,,~ ''"'"11111111\X 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authori ty, on this day personally appeared ,.C:l:R"'A"'IG.....,L.,_. ,.B,.LA"-I,_R,__ _ _ ______________ _ 

.. 

known lo me to be the persons whose names are subscribed to the foregoing Instrument. and acknowledged to me that lhey executed the same for the -1-

STATEO;T bt.A-~ 
COUNTY OF \e.Mt <) 

MAllY E. BETUS 
Notary P\Jblic, State of Texas 

My Commi$1lon Expites 
July 09, 2007 

BEFORE ME. the undersigned authority, on this day personally appeared ,.SC!.T""E"'-P'-'H"'E"'N'-'S"'.'"'B"LA"""'i"'R _______________ __ 

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

purposes and consideration therein expressed. 

Given under my hand and seal of office this the t r day of DI(C.~ rtJ, ~ . 20 t:J::J . 

·181.·. ~- ... . • • • • • • 
"""-o~o~a•a.l•*~. 

• •• 

~g ~-t±-
Notary Public In and for __ J:....!.-..=t¥-ft::x:::::....;::.~:::.._ ____________ _ 

PEGGY J. BARNETT 
MY COI.IIoi18810N EXPIRES 

.MII 1, 2008 

THE 12th 

19th 

DAY OF APRIL 

DAY OF ----- -APRIL 

lFITBEAR' T lsr~~" J • It ~/1. _ ( -'- -

ATTEST vt¥\ (J,(}.--f\Jt 1 aa ~~ 

® ~~ 
• A.D. 2006 @ 11:30 O'CLOCK !__M. & 

• A. D. 2006 @ 2:55 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 forE!gq!t;t~s a full rrue and correcr phorograptuc copy of !he 
ong111al record now l~vful~.,q.possess,on. as rhe same 1s 
filedlre90jleq1n !he ~g '- ~Records of my offce. found 
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H~l~§OISTRICTCLERK 
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'General Land Office 
R•llnqulshment Act lease Form 
Revised, Septe mber 1997 

~ustin, \!I:exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this _17 ___ day of &Ju~n~e._ _ _ ____ .• 20QL_ , between the State of Texas, acting 

by and through its agent, sGOC!J<.!II..'o...J;;J..!iJ~'------------------------------------­

of 1667 Pfeiffer Rd , f re(!ericksbura TX 78624 

(Give Permanent Address) 

said agent heretn referred to as the owner of the soil (whether one or more), and ,.c,_,ra.,t a~~..~.L....,B,.Ia"'ir-'a"'nd"""S"t'"eohii<L!"-en"-"S"-. ..,B"'Ia..,lr,__ _ ___ ________ _ 

of P.O. Box 2476. Cadsbad. New Mexico 88221 

(Give Permanent Address) 

hereinafter called Lessee. 

1. G RANTING 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 or Texas aCllng by and through the owner or the soil, hereby grants. leases and lets unto Lessee, lor 
the sote and only purpose of prospecting and dnlllng lor and producing oil and gas. laying pipe lines. budding tanks, stonng otl and building power 
stations. telephone lines and other structures thereon. to produce, save. take care or. treat and transport said products of the lease. the follOwing lands 
situated In Culberson County. Slate o f Texas. to-wit: 

The S/2 of the SW/4 of Section 12, Block 113, Public School Land Survey, Culberson County, Texas 

containing ,.80"'."'0 ______ acres. more or less. The bonus considerabon paid for this lease os as follows: 

To the State of Texas: Six Hun<lre<! Sixty-Six and 661100 Dollars 

Dollars ($."66,6.,.6.,6,__ ______ _~ 

To the owner o f the sod: Sla Hun<lred Srxty-Sox Bod 661100 Dollars 

Dollars ($·><66106.,.66""'--------

Total bonus conslderadon: One Thousand Three Hundred Thlnv-T"2 and 32/100 Dollars 

Dollars ($_,.1 ..,3,.,33.,.,.,32._ ______ -' 

The total bonus consideration paid represents a bonus of J.T"'wo"'-'H.Ilu .. n<l ..... re<!""-"'a'-'nd"-"Q,_IluOO.....,Oo"""l,.la!!.rs._ _ _____ _______________ _ 

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

2. TERM. Subject to the other provisions In this lease. this lease shall be lor a term of Three 13) years from 
this dal e (herein called 'pnmary term' ) and as long thereafter as oil and gas, or either of them. Is produced In payrng quantities from saod land. As used 
in this lease. th e 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 lor the six months last past. 

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

unless on or before such anniversary date lessee shall pay or tender to the owner of the soil or to his cred1t In the --------------

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

To the owner of the sotl: Three and Thlrty·three one hundredths 

Dollars ($,..3.,..3,.3 ________ _ 

To the State of Texas. Three and Thirtv·three one hun<Sredths 
Dollars ($,,.3 .. 3...,3 ________ _ 

Total Delay Rental: S•x and Sixtv-six one hun<Sredths 

Dollars ($,"6.,.6,.6 ________ _ 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the soli may be made by check or sight draft or Lessee. or any 
assignee or this lease. and may be dehvored on or before the rental payl09 date If the ban~ 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 fall or refuse lo accept rental, lessee shall not be 
held In defaull for failure to make such payments or tenders of rental untol thir1y (30) days after the owner of the SOtl shall deliver to lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION 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 lhe General land Office or the State or Texas. at Austin , Texas. and one-half (1/2) of such royalty to the 
owner or the soli: 

• (A) OIL. Royalty payable on oil. which Is defined as lndudlng all hydrocarbons produced In a liquid form at the mouth or 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 opdon or the owner or the soil or the Commissioner of the General 
land Office, such value to be determined by 1) the highest posted price, plus premium. 1f any. offered or paid for otl. condensate. dlsbllate. 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 tree or cost to the royalty owners through an adequate Otl 
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 prescnbe. 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared gas). which Is defined as all hydrocarbons and gaseous subslances not 
defined as oil In subparagraph (A) above. produced from any well on said land (except as provided herein With respect to gas processed 1n a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part or the gross production or the market value thereof. at the 
option of the owner or the soil or the Commissioner of the General land Office. such value to be based on the highest market price pa1d or offered for 
gas of comparable quality In the general area where produced and when run. or the gross price pa1d or offered to the producer. whichever is the greater: 
provided that the maximum pressure base In measuring the gas under th1s lease shall not at any tome exceed 14 65 pounds per square inch absolute. 
and the standard base temperature shall be sixty (60) degrees Fahrenheit. correction to be made for pressure according to Boyte's Law. and for speCific 
gravity accord•ng to tests made by the Balance Method or by the most approved method of testing betng used by the industry at the time or testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery or 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 oobon of the owner 
or the soli or the Commissioner of the General land Office. All royalties due herein shall be based on one hundred percent ( 100"/o) or the total plant 
production or residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever Is the 
greater, or the total plant production or liquid hydrocarbons attributable to the gas produced from this lease: provided that if liQuid hydrocarbons are 
recovered from gas processed 1n a plant In which lessee (or 1ts 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 pany processing gas through such plant under a process1ng 
agreement negotiated at arm's length (or If there 1s no such third pany, the highest percent then betng specified In processing agreements or contracts 1n 
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, bumlng or any other processing shall be 1/5 part or 
the gross producllon or such products. or the market value thereof, at the option of the owner of the soil or the Commissioner or the General l and 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 or the average gross sale price of each product for the same month In which such products are produced. whichever Is the 
greater. 

5. MINIMUM ROY A1. TY. During any year after the expiration of the primary term of this tease. If this lease Is maintained by production. the· 
royalties paid under th1s lease 1n 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 or the month succeeding the ann•versary date of th1s lease a sum equal to the total annual rental less the 
amount of royalties paid dunng the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of th1s 
paragraph, the delay rental amount shall be one dollar ($ 1 .00) per acre 
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6. ROYALTY IN KIND. Notwithstanding any other provision In this lease. at any time or from ~me to time. the owner of the soli or the 
Commi$sloner of the Gener.~l 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 sucn royalty owner under th1s lease be made in k1nd. The owner of the soil's or the Commissioner of the General 
Land Office's nght 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 without deduction for 
the cost of produdng. 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, lndudlng 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 tease's proportiOnate share of any fuel 
used to process gas produced hereunder In any process1ng plant. NotWithstanding any other proviSIOn of th1s lease. and subject to the wntten consent of 
the owner of the soli 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 produdng formation underlying the leased premises after the liquid hydrocarbons contained In the gas have been removed: 
no royal~es shall be payable on the recyded gas until It Is produced and sold or used by lessee 1n a manner which en~Ues the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in k1nd shall be paid to the CommiSSIOner of the Gener.ll Land Office at 
Aust1n, Texas. In the following manner: 

Payment of royalty on production of oil and gas shall be as provided In the rules set forth In the Texas Register. Rules currenUy provide that royalty on oil 
Is due and must be received in the General land Office on or belcra the 5th day of the second month succeadlng 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 ov.ner, 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 oil and gas produced and the market value of the oil and gas. together Wlth a copy of all documents. 
records or reports confirming the gross production, disposition and market value lndud1ng gas meter readings. pipeline rec~1pts . gas line recetpts 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 o f royalty being paid on each lease. If Lessee pays 
his royal ty on or before thirty (30) days after the royalty payment was due. then Less~ 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 addi~on 
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 supparting 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 op~rate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply 1n 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the CommiSSioner of the General land Office 
with Its best possible estimate of oil and gas reserves under1ylng this lease or allocable to INs lease and shall fufTllsh said Comm1ssloner With copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to suell contracts Within thirty (30) days after 
entering Into or making sucn contracts. agreements or amendments. SUCII contracts and agreements when recelved by the ~ral Land Office shall be 
held In confidence by the General Land Office unless otherwise authorized by Lessee. All olher contracts and records pertaining lo the production. 
transportation, sale and marketing of the oil and gas produced on said premises. Including the books and accounts. recelpts 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. Wrinen notice of all operations on th1s lease shall be submitted to the CommissiOner o f the General 
Land Office by Lessee or operator five (5) days before spud date. workover. re-entry. temporary abandonment or plug and abandonment ol any well or 
wells. Such written notice to the General Land Office shall Include copies of Railroad Commission forms for application to drill. Cop1es of well tests. 
completion reports and plugging reports shall be supplied to lhe 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 spedfic 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 slgnage on the leased premises for lhe purpose ol Identifying wells. tank batteries or other assodated lmprovemenls to the land must also 
lndude the word ·state." Lessee shall supply the General Land Office with any records, memoranda, accounts. reports, cuttings and cores. or other 
Information relative to the OPefation of the above-<lescribed premises. which may be requested by the General land Office. in addition to those here1n 
expressly provided for. Lessee shall have an eleclrical and/or radioactivity survey made on the bore-hole section, from the base of the surface cas1ng to 
the total depth of well, of all wells drilled on the above descnbed premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

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

11 . DRY HOLEJCESSATlON OF PRODUCTION DURING PRIMARY TERM. If. dunng the pnmary term hereof and poor to diSCOvery and 
productiOn of oil or gas on said land. Lessee should dnll a dry hole or holes thereon. or if during the pnmary term hereof and after the d1scovery and 
actual prOduction of oil or gas from the leased premises such production thereof should cease from any cause. this lease shall not terminate If on or 
before the expiration of sixty (60) days from dale of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations !hereon. 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. 
Less~·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 
productlon In paying quantities at the expiration of the primary term. Lessee may maintain thi s lease by conducting additional dnlhng or reworlung 
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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·ln 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 premoses. payments may be made on accordance 
with the shut·in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION O F PRIMARY TERM. II, at the expirabon of the primary term, neither ool nor gas is being 
produced on said land, but Lessee Is then engaged on drilbng or rewooong operations thereon. this lease shall remaon in force so long as operations on 
said well or for drilling or reworiting of any addotional wells are prosecuted in good faith and In v.Qr\unanlike maMer wothout onterrupbOns totaling more 
than sixty (60) days dunng any one such operation, and if they result In the production of oil and/or gas. so long thereafter as od and/or gas is produced 
In paying quantities from said land. or payment of shut·in oil or gas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If. after the expiration of the primary term. produdion of oil or gas from the leased 
premises, alter once obtained, should cease from any cause. this lease shall not terminate If Lessee commences addibOnal dnlllng or reworking 
operations within sixty (60) days alter such cessation. and !his lease shall remain in full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without Interruptions totaling more than sixty (60) days. If such drilling or reworking operations result In the production 
of oil or gas, the lease shall remain In full force and effect for so long as oil or gas Is produced from the leased premises In paying quantities or paymenl 
of shut-in oil or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by law. If the drilling or reworking 
operations result In the completion of a .well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days alter the completion of the well as a dry hole, and this le3se shall remain In effect so long as Lessee continues drilling or 
reworiting operations In good faith and in a workmanlike manner without lnt81TUptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (3C) days of any cessation of produvtlon. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well" means any well that has been assogned a well number by the state agency 
having jurisdiction over the produdion of oil and gas. If, at any time after the expiration of the primary term of a lease that. until being shut ln. was beong 
maintained In force and effed, a well capable of producing oil or gas in paying quantities Is located on the leased premises. but oil or gas Is not being 
produced for lack of suitable production fadlities or lack of a suitable market, then Lessee may pay as a shut-in orl or gas royalty an amount equal to 
double the annual rental provided In the lease. bul not less than S 1.200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 o f 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 alter Lessee completes a drilling or reworitlng operabon 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 consldered 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 produdion facilities or suitable market for the oil or gas exists. Lessee may extend the lease for four 
more successive periods of one (1 ) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the penod the tease is kepi in effed by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quanbties from a well located within one thousand (1 ,000) feet of the leased premoses and completed In the same producong 
reservoir, or tn any case in which draonage 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 ..nich the royally has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying oompensatory royalty at the royalty rate provided In the lease of the market value of production from the well causong 
the drainage or which is completed in the same produdng resBNOir and within one thousand (1 ,000) feet of the teased Pfemlses. The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas Is produced from the well causing the drainage or that Is completed in the 
same producing reservoir and located within one thousand (1,000) feet of the teased premises. tf the compensatory royalty paod In any 12-month penod 
is an amount tess than the annual shut-In oil or gas royalty, Le$see shall pay an amount equal to the dofference wothon thirty (30) days from the end of the 
12-month period. Compensatory royally payments which are not timely paid woll accrue penalty and Interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided In 
Texas Natural Resources Code 52.173: however. at the determination of the Commissioner, and woth the Commissioner's written approval, the payment 
o f compensatory royatUes can satisfy the obligation to drill offset wells. 

16. RETAI NED ACREAGE. Notwithstanding any provision of this lease to the contrary. after a well produdng or capable of producing oil or 
gas has been completed on the teased 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 marketing the produdion thereon. 

(A) VERTICAL. In the event this tease is in force and effect two (2) years alter the expiration date of the primary or extended term it shalf then 
terminate as to ali o f the teased premises, EXCEPT (1) 40 acres surroundong each oil well capable of producing in paying quanbties 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 v.Hch Lessee ts then engaged on continuous drilling or reworking operations. or (2) the number of acres oncluded In a produdng pooled unot 
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 produdion 
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 lime alter 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 shalt thereupon terminate as to all acreage not thereafter allocated to said well or welts lor produdion purposes. 
Notwithstanding the termination of this tease as to a portion of the lands covered hereby, Lessee shalf nevertheless continue to have the nght of ongress 
to and egress from the lands still subjed to this lease for all purposes described in Paragraph 1 hereof, together woth 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 lor 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 e>rtended 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 e>rtended 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 o f two (2) years and so long thereafter as oil or gas is produced in 
paying quantities fr.om such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearty 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 prescnbed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days 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 counoes where the lease is located and on the official records of the General Land Office and such 
designation shalt be binding u;x>n Lessee for all purposes. 

11. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid, or to be paid, under thos lease shalt relieve Lessee o f his obligation 
to protect the ool and gas under the above-described land from being drained. Lessee, sublessee, receover or other agent In control of the leased 
premises shalt drill as many welts as t~e facts may justify and shalt 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 produce;l in commercial quantities within 1,000 feet or the leased premises. 
or In any case where the teased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premh<es shall in good faith begin the drilling c.f a well or ''dlts upon the leased pr.;mises within tOO days after thts draining welt or wells or the 
well or welts completed within 1.000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obllgallon may subject this lease and the owner of the soli's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset welt or welts required under this paragraph. 

18. FORCE MAJEURE. II, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the teased 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 shalt not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
e>rtended while Lessee Is prevented. by any such cause, from conducting drilling and re'M>rking operations or from producing oil or gas from the leased 
premises. Howevl!f'. nothing In this paragraph shall suspend the payment of delay rentals in order to maintain this tease in effect during the primary term 
in the absence of such drilling or re'M>rking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the solt warrants and agrees to defend tiUe 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 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 
lhe 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 o f the General Land Office shall be paid the value of the whole production allocable lo 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 production allocable to the undivided interest not leased an amount less 
than the value of one-si>rteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, durong the primary term , a portion of the land covered by this lease Is induded 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 Sectoons 
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 pnmary term , the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however. Lessee shall not use potable water or water suotable 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 ots operations to all personal property, 
improvements, livestock and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting 'the foregoing. pollution of coastal wetlands. natural waterways. rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage. seepage or ground water contamination. In the event of pollution. Lessee shall use all means at its dosposat to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush. sump. and drainage pits and tank batteries so as to protect livestock against loss, damage or inJury: and upon 
completion or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely dean up the drilling site of all rubbish 
thereon. Lessee shall. while conducting operations on the leased premises. keep said premises free of all rubbosh. cans. botUes. paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its onginal condotoon and contours as is practicable. Tanks and 
equipment will be kept paonted 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. lnduding the right to draw and remove casing, wuhln one hundred twenty (120) days after the exporation 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 casong from 
any well capable of producing oil and gas In paying quantities. Additionally. Lessee may not draw and remove casing until after thirty (30) days written 
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 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 tease may be assigned. In whole or In part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees. legal 
representatives. successors and assigns. However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee. diminish the rights. privileges and estates of Lessee. impair the effectiveness of any payment made by Lessee or Impair the effectiveness of any 
act performed by Lessee. And no change or division In ownership of the land, rentals. or ~oyalties shall bind Lessee for any purpose until thirty (30) days 
alter the owner of the soli (or his heirs. devisees. legal representatives or assigns) fumisht:s the Lessee with satisfactory written evodence of the Change 
In ownership, induding the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned In Its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however. If the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date. the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease. indudlng 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 witihout the prior written approval of the Commissioner of the General Land Office. this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if It were made to the owner of the soil If the 
assignee is: · 

( 1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary In which the owner of the soil is a principal stockholder or Is an employee of suCh a corporation or subsidiary: 
(3) a partnership In wtoieh 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 soil; 
(5) a partner or employee in a partnership which Is the owner of the soli: 
(6) a fiduciary tor the owner of the soli: Including but not limited to a guardian. trustee. executor. administrator. receiver. or conservator for the 
owner of the soli; 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 conditions contained in this paragraph and Paragraph 29. Lessee may at any time execute and deliver to lhe 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease as 
to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease Is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender: however, such release will not relieve Lessee of any liabilities wtoich may have aocrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or aay part of this lease is assigned or re;eased, 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 lhe 
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 ol the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been induded In thos Instrument, 
induding the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral 
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 fa il or refuse to make the payment of any sum within thirty days after it becomes due. or II Lessee or an 
authorized agent should knowingly make any false retum or false report concerning production or drilling, or if Lessee shall fail or refuse 10 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 fail to file reports in the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board. or the Railroad Commission. or If Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or 
an authorized agent should knowingly fall or refuse to give correct information to the proper authority. or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well. or if Lessee shall knowingly violate any of the material provisions of lhis lease. or If this lease Is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commissioner. and he shall forfeit same v.ilen suffidently Informed of the facts v.ilich authorize a forfe•ture. and v.ilen forfeited the area shall again be 
subjecr to lease under the terms or the Relinquishment Act. However. nothing herein shall be construed as waiving the automat1c termination or this 
lease by operation or law or by reason or any special limitation aris1ng 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 Commlss1oner or the General Land Office of future compliance IMth 
the provisions or the law and of this lease and the rules and regulations that may be adopted relauve 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 
th1s 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 secunty Interest in all leased minerals in and extracted from the leased premises. all proceeds v.ilich may accrue to 
Lessee from the sale of such leased m1nerals. v.ilether 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 or such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach or 
any covenant or condition of this tease. v.ilether express or Implied. This lien and security Interest may be foreclosed with or without court proceedings In 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge. attach or perfect this lien. Lossee hereby represents that there 
are no prior or superior liens ansing 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 ume determ1ne 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 IMth any other 
leasehold or mineral interest for the exploration, development and producbon of o~ or gas or etther of them upon the same terms as shall be approved 
by the School Land Board and the Commlss1oner of the General Land Office for the pot>11ng or unitizing or the lnlerest or the S1a1e unaer this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soli agrees that the Inclusion of this provision in this lease sausfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers. employees. partners. 
agents. contractors, subcontractors. guests. InVItees. and their respective successors and assigns. of and from all and any actions and causes of action 
of every nature, or other harm, Including environmental harm, lor which recovery or 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 or any of the terms or provisions or 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 o f Texas and the owner or the soil. their officers, employees and agents, thelf successors or assigns, against any 
and all daims. liabilities, losses, damages, actions, personal Injury (1nduding death). costs and expenses. or other harm lor which recovery or damages 
is sought. under ~ny theory InCluding tort. contract. or strict liabihty, 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 IMth any and all environmental laws: those arising 
from or in any way related to Lessee's operations or any other of Lessee's acW1Ues on the leased premises: those arising from Lessee's use of the 
surface or the leased premises: and those thai may arise out or or be occasiOned by Lessee's breach of any or the terms or provisions of this Agreement 
or aoy other act or omission or Lessee, Its directors, officers, employees, partners, agents, contractors, subcontractors, guests, inv1tees. and their 
respecbve successors and assigns. Each assignee of this Agreement. or an Interest therein, agrees to be liable lor, exonerate, Indemnify, defend and 
hold harmless the Stale of Texas and the owner or the soil. thefr officers. employees, and agents In the same manner provided above in connection IMth 
the activities of Lessee, Its officers, employees. and agents as described above. EXCEPT /loS OntERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER TliE TERMS OF ntiS AGREEMENT SHALL BE Win-tOUT LIMITS AND 
Win-tOUT REGARD TO TliE CAUSE OR CAUSES ntEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING TliE NEGLIGENCE OF TliE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, InCluding soil. surface waters, groundwater. sediments. and surface or subsurface strata, ambient air or any 
other environmental med1um in, on, or under. the leased premises. by any waste, pollutant. or contaminant. Lessee shall not bnng or penmll to remain on 
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 1n the Comprehensive Enwonmental Response. Compensation and Uabtllty Act 
(CERCLA). ~2 U S.C. Sections 9601, et Sflil.), o~ l·~xic substances under any federal. state, or :vca• law c r regulation ("Hazardous Matonals"). except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored 1n 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 ntE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTO RNEYS' 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, O N, 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 OntER 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 O BLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF ntiS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provis1ons of Texas Natural Resources Code 52 171 through 52.190, commonly 
known as the Relinquishment Act. and other applicable statutes and amendments thereto. and 1f any provision 1n thiS lease does not conform to these 
statutes, the statutes will preva1i over any nonconforming lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknov.iedged 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 dale 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be 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 unto! 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 v.ith Texas Natural Resources Code 52.183. Additionally. this lease shall not be binding upon the State unless It 
redtes the actual and true consideration paid or promised for execution of thi s lease. The bonus due the State and the prescribed fihng fee shall 
accompany such certified copy to the General Land Office. 

LESS~ 
BY: Jury ~84--:-

CRAJG L BLAIR 

Title: -.,----------

Date: 1.~-0 3-0 S 

LESSOR: 

lndi ' ualty and as..,!!lLent for the S~ Texas 

Date: ~ 

STATE OF TEXAS 
BY: ______________________________ ___ 

Individually and as agent for the State of Texas 

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

•• . ·• 
· ... ~~~:~- . . 

"~-A&.u: 
STE EN S. BLAIR 

Totle: __________ =-
Date: f'1.c& J 1.-0 0 ( 

} 

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: -----------

Mall lns1rument back to 
Slate Land Services 

P.O. Box 550 
Big Spring, Texas 79721-0550 
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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---------------------
of _______________________________________ and acknowledged to me that he 

executed the same lor the purposes and consoderation therein expressed, in the capacity stated, and as the act and deed of said corporabon. 

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

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

STATE OF TE~ 

COUNTYOF 6i\\t~\t_ 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority. on this day personally appeared _,G"'E"-A_,_NA.,_,_,_,R'-'. P._F'-'E""I"-F_,_F ... E_,_,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. 

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

·-·--~~~~---

(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF 

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

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

purposes and consideration therein expressed. 

Given under my hand and seal of office this the .._5 ~ay o~ fl/YY2 h . 20{)5. 

STATEOF~.IlflS 
COUNTY OF~ 

lrr_~i~~-,~~~\~"i.r~.~.~·~ •• ==,.A=R~Y ~E .=B=ET~US==;'I ~~ 
• .A • Notary Public, State of Texas (INDIVIDUAL ACKNOWLEDGMENT) 

l i '· N : ! My Commission Expires 
~:f::fi e r~~~ ... l July 09, 2007 .... ,,, 

BEFORE ME, lhe undersigned authority. on this day personally appeared ,.S.:..T.,E.:..P...,H ... E"'N:...:S...,._,B..,LA=IR'-'-----------------

known to me to be the 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. 

G~ooodnyh""''""oo'"' '"""'•' l;- "''"' \)tt_~~ ~ ~ 

e Notary Public on and forTh _ ___:\ ____ ~---'=---------------
PEGQy J.IW!HETT 

MY COI.I.IJIIIOH IXPIAES 
..w1.m 

FILED FOR RECORD ON THE 12th DAY OF APRIL 

• • •••• • • • • •••• . ... . 

19th DAY OF APRIL 

, A.D . 200 6 @ ll : 30 O' CLOCK A K. & 

A. D. 2006 @ 3:00 O ' CLOCK P H. 

LINDA MCDONALD , COUNTY CLERK 
CULBERSON COUNTY , TEXAS 
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General Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

>tlustin, m:exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this _17 _ _ _ day of,..,Ju'"'n""e.__ _ _ ____ ,2~ • between the State of Texas, acting 

by and through its agent,""'-"-""-'-'""""""------------------------------- ------­

of 964 Lynna Lane Blanco TX 78606 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and ,.C""ra..,lg,._,L.....,.B"'Ia"'lr:..:a..,!l(j,._S,.,teo"""h"'en.,_.S"-"B"'Ia..,i'-r ---- ---------

of p.o Box 2476 Cadsbad 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 acUng by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
stations. telephone lines and other stnJctures thereon. to produce. save. take care of. treat and transport said products of the lease, the follo.,.,;ng lands 
situated in Culberson County, State of Texas, to-.,.,;t: 

The S/2 of the SW/4 of Sectlon 12, Block 113, Public School Land Survey, Culberson County, Texas. containing 240 acres more or less 

contatning "'80.,.~0 ______ acres. more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Sla Hu!l(jred Sixty-Sia and 66/100 Dollars 

Dollars ($666.66 ) 

: o the owner of the soil: Sla Hu!l(jred Shcty-Six a!l(j 66/1 oo Dollars 

Dollars (S·:w:666..,..,.66""--------

Total bonus consideration: One Thousa!l(j Three Hundred Thirty-TIM) and 32/100 Dollars 

Dollars (S·.L1..,.3,._3,.,3 "'32.,__ _ ______ , 

The total bonus consideration paid represents a bonus of .!.TIM!_,.c.r.H-"u"'!l(j""-roo,.,_..,a!!nd"--"'0"-/1,_,00"'-'Do""'l"'la"'rs.__ ____________ _________ _ 

--- - - - ---- - --- --- Dollars ($200.00 ) per acre, on ,.6.,.6"'6§,.6,._ _ ___ net acres. 

2. TERM. Subject to the other provisions In this lease, 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 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 commerclal 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 date Lessee shall pay or tender to lhe owner of lhe soil or to his credit in lhe ------------- -

-------------~--~--~----~~ Bank. at_~--~~--~~----~~~~~~~----~--~~~~~--~-­
or its successors (which shall conlinue as lhe depository regardless or changes In lhe ownership of said land). the amount specified below: In add111on. 
Lessee shall pay or lender 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 dale. Payments under this paragraph shall be In the following amounts: 

To the owner of the soil: Three and Thirtv·lhree one hundredths 

Dollars ($,....,.,__ ________________ , 

To the State of Texas: Three and Thirtv-three one hundredths 

Dollars ($,_3 . ..,.3,.3 _______________ , 

Total Delay Rental: _....s!S.!!!ix..sa!!.nd!ll....iS~ixty=-~s.!!!ixuolLn!lOeuh.!.luwnl!!d!..lred<!.!!!thJ>~'------------------------------------

Dollars (SJ>L6.""66"--------------· 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary term. All payments or tenders of rental tc the owner .:>f thO soil rr.ay be made by check .;r sight draft o f Lessee. cr ar:; 
assignee of this lease, and may be delivered on Of before the rental paying date. If the bank designated In lhis paragraph (Of Its successor bank) should 
cease to exist. suspend business, liquidate. fail or be succeeded by another bank, or fOt any reason fa il or refuse to accept rental, Lessee shall not be 
held in default lOt failure to make such payments or tenders of rental until thirty (30) days after the owner or lhe soU shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of 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 lhe State ofTexas, at Austin, Texas, and one-half ( 1/2) of such royalty to the 
owner or the soil: 

(A) OIL. Royalty payable on oil, which Is defined as Including all hydrocarbons produced In a liquid form at lhe moulh of the well and also as 
all condensate, distillate, and olher liquid hydrocartlOns recovered from oil or gas run lhrough a separator or other equipment. as hereinafter provided, 
shall be 1/5 part of the gross production or the marl<et value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price. plus premium, If any, offered or paid for oil, condensate, distillate, or olher liquid 
hydrocartlOns. respectively, of a like type and gravity In the general area where produced and when run. or 2) the highest marl<et price thereof offered or 
paid In the general area where produced and when run, or 3) lhe gross proceeds of the sale lhereof, whichever is lhe greater. Lessee agrees lhal before 
any gas produced from the leased premises Is sold, used or processed in a plant, It will be run free of cost to lhe royalty owners through an adequate oil 
and gas separator of conventional type. or other equipment at least as efficient, so that all liquid hydrocartlOns recoverable from lhe gas by such means 
will be recovered. The requirement that such gas be run lhrough a separator or olher equipment may be wa1ved. In wnbng, by lhe royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (Including Oared gas), which Is defined as all hydrocartlOns 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 hydrocartlOns or other products) shall be 115 part of the gross production or the marl<et value thereof, at lhe 
option of the owner of the soil or lhe Commissioner of the General Land Office, such value to be based on the highest marl<et price paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater: 
provided that the maximum pressure base In measuring the gas under this lease shall not at any time exceed 14.65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for lhe recovery of gasoline or other liquid 
hydrocartlOns shall be 1/5 part of the residue gas and the liQUid hydrocartlOns extracted or the marl<et value tnereof, 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 hydrocartlOns attributable to the gas produced from this lease: provided that If liquid hydrocartlOns 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 lhrough such plant under a process1ng 
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 lhe greater. The respective royalties on residue gas and on liquid hydrocartlOns shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocartlOns) 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 hydrocartlOns). 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 cartlOn black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocartlOns) whether said gas be ·casinghead," ·dry," or any other gas. by fractionating, burning or any olher processing shall be 1/5 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 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 product.s are produced: whiChever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease. if this lease Is maintained by production, the · 
royalties paid under ·this lease In no event shall be less than an amount equal to the total annual delay rental herein provided: otherwise. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under thls lease be made In kind. The owner of the soil's or the Commissioner of the General 
Land Office's nght 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 tease (Including those paid in kind) shall be without deduction for 
the cost o f 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 hquid 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 on a manner which entiUes the royalty owners to a 
royally under !his lease. 

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

Payment of royalty on production of oil and ~as shall be as provided in the rules ~et forth In the Texas Register. Rules currently provide that royalty or. ell 
is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty 
on gas Is due and must be received in the General Land Office on or before the 15th day of the second month succeeding the month of production. 
accompanied by the affidavit of the owner. manager or other authorized agent. completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all ool 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 tine receipts and 
other checks or memoranda of amount produced and put into pipelines. tanks. or pools and gas fines or gas storage. and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authonty 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 S"'o on the royalty or $25.00, whichever Is 
greater. A royally payment which Is over thirty (30) days late shall accrue a penalty of 10"/o 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 v.nen due shall incur a penalty In an amount set by the General land Office administrative rule 
'Mllch Is effective on the date wtlen the affidavits or supporting documents were due. The Lessee shall bear all responslbHIIy lor paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall In no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisoons shall not apply in 
case's of title d ispute 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 'Mlich gas Is sold or processed and all subsequent agreements and amendments to such contracts wothin thirty (30) days after 
entering Into or making such contracts. agreements or amendments. Such contracts and agreements wtlen 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 Commossioner of the General Land Office. the 
Attorney General. the Governor. or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commlssooner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Otfoce shall Include copies of Railroad Commission forms for application to drill. Copies of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are flied 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 ~Ue . Additionally, In accordance woth 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-<lescrlbed premises. which may be requested by the General Land Office. in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole.section. from the base of the surface casing to 
the total depth of well. of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

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

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

tFITBEARS 
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operations pursuant to Paragraph 13, us1ng the expiration of the pnmary 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 oompleted 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 expirabon 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 shall ipso facto term1nate. 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 pnmary term. neither oil nor gas IS being 
produced on said land. but Lessee is then engaged in dnlllng or rework1ng operat1ons thereon. this lease shall remain in force so long as operations on 
said well or for drilling or reworldng of any additional wells are prosecuted in good faith and in workmanlike manner Without interrupllons totaling more 
than sixty (60) days during any one such operation. and If they result In the production of 011 and/or gas. so long thereafter as 011 and/or gas IS produced 
In paying quantit1es 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 lrom the leased 
premises. alter once obtained, should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or rework1ng 
operations W\lhln sixty (60) days after such cessation. and this lease shall remain In full force and effect for so long as such operations contmue In good 
faith and 1n workmanlike manner Without Interruptions totaling more than srxty (60) days. If such dnlhng or reworking operauons result in the production 
of oil or gas. the lease shall remain in full force and effect for so long as 011 or gas Is produced from the leased prem1ses 1n paying quanbbes or payment 
of shut-in oil or gas well royalties or paym!!nl of compensatory royalties Is made as provided herern or as proVIded by law. If the drilling or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate If the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking operations In good faith and In a workmanlike manner without lr.terruptions totaling more than sixty (60) days. Lessee shall give written ncllce 
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 primary term of a lease that. unbl berng shut in, was being 
maintained in force and effect. a well capable of producing oil or gas In paying quantities Is located on the leased premises. but oil or gas Is not being 
produced for lack o f suitable production facilities or lack of a suitable market. then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided In the lease. but not less than $1 .200 a year for each well capable of producing oil or gas In paying quantities. If 
Paragraph 3 or 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 aCie. 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 oompletes a dnlhng or reworking operation rn accordance 
with the lease provisions: whichever date Is latest. Such payment shall be made one-half (112) to the Commissroner of the General Land Office and one­
half (1/2) to the owner of the soil. If the shut·ln 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 foltov.ing the month In which 
production ceased, and. after that. If no suitable production facilities or suitable market tor the oil or gas exists. Lessee may extend the lease for four 
morp successive periods of one (1) year by paying the same amount each year on or before the expiration ol each shut-In year. 

15. COMPE NSATORY ROYALTIES. It, 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 1n the same producong 
reservoir. or In any case in which drainage Is occurring. the right to continue to maintain the lease by pay1ng the shut-in oU or gas royalty shall cease, but 
the lease shall remain effective for the rema1nder of the year for which the royalty has been paid . The Lessee may maintain the lease tor 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) teet 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 ot 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 causing the dralna_ge or that Is completed In the 
same producing reservoir and located within one thousand (1 .000) feet of the leased premises. If the oompensatory 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 dlffe<ence within thirty (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 ....,th Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obltgabon to dnll offset wells as provided tn 
Texas Natural Resources Code 52.173; however, at the determination of the Commlsslone<, and With the Commlssionl!f's wntten approval, the payment 
of compensatory royal ties can satisfy the obligation to drill offset wells. 

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

(A) VERTICAL. In the event this lease IS in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all o f the leased premises. EXCEPT (1) 40 ae~es SU!Tounding each oil well capable of producing in paying Quanti lies and 320 acres 
surrounding each gas well capable of producing In paying quantities (including a shut-In oil or gas well as provided in Paragraph 14 hereof). or a well 
upon which Lessee is then engaged In continuous drilling or reworking operations. or (2) the number of acres induded in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151·52.154, or (3) such greater or lesser number of aCies as may then be allocated lor productiOn 
purposes to a proration unit for each such producing well unde< 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 flefd rules are changed or the well or wells located thereon are reclassified so that less ae~eage Is thereafter allocated to sa1d well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells tor producbon purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby. Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph t hereof. together with easements and rights-of-way for 
existing roads. exlsllng pipelines and other existing facilities on. over and ae~oss all the lands described In Paragraph 1 hereof ("the retained lands"). for 
access to and from the retained lands and tor the gathering or transportation of oil. gas and other minerals produced from the retained lands. 



(B) HORIZONTAl. In the event this lease Is on Ioree and elfectlwO (2) years after the expiralion date of the primary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereonafter "deeper depths") on each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before 1w0 (2) years after the pnmary 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 addotional period of lWO (2) years and so long thereafter as oil or gas Is produced on 
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 on the form of a 
square with the well located in the center thereof. or such othor shape as may be approved by the Commissioner of the General Land Office. Wothln 
thirty (30) days after parlial termination of this lease as provided herein. Lessee shall execute and record a release or releases containing a satisfactory 
legal description ol 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 
Commissooner at his sole discrebon may desognate by wnnen instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense in the county or counbes IM1ere the lease Is located and In the offioal records of the General Land Office and such 
desognation Stlall be blndong upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalbes paid. or to be paid. under thos lease shall relieve Lessee of hos obligabon 
to protect the oil and gas under the abqve-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 jusbfy 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 efthe leased premises. 
or In any case IM1ere the tea3ed premises ;s being drained by produ;:tlon of oil or gas. the Lessee. sublessee. receiver or other agent in control of the 
leased premoses shall in good fa ith begin the drilling of a well or wells upon the leased premises Within 100 days after the drainong 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 dollgence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the solt"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 IM1ile 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 IM1ile Lessee Is prevented. by any such cause. from conducbng dnlling and reworking operations or from produong col or gas from the leased 
premoses. However." nothing In this paragraph shall suspend the payment of delay rentals on Ofder to maontaon thos lease In effect dunng the pnmary term 
In the absence of such drilling or rev.orklng operauons Of production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soli 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 payong 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 soot. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the enbre undlvoded surface estate in the above 
described land. IM1ether or not Lessee's Interest is specified herein, then the royalties and rental herein provided to be paod to the owner of the soil shall 
be paid to him In the proportion IM1och hos interest bears to the entire undiVided surface estate and the royalbes and rental hereon provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be lokewise proportionately reduced. However. befOfe Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office. Lessee or his authorized representative must submot to the Commissooner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soli. The Commissioner of the General Land Office shall be paid the value of the IM1ole production allocable to any undlvoded 
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 or 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 pnmary term. a porlion of the land covered by this lease is Included within the boundanes 
of a pooled unot that has been approved by the School 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 expiration of the primary term Of 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. 
$urrendered, 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(()( operauons under this tease except water 
from wells or tanks of the owner of the soil: provided. however. Lessee shall not use potable water Of water suitable fOf livestock Of Irrigation purposes 
for waterflood operations without the pnor consent of the owner o f the SOtl. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil fOf 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 plpelones below plow depth. 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than 1w0 hundred (200) feet to any house or bam now on said premises Without. 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing. pollution of coastal wetlands. natural waterways. rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage. seepage or ground water contamination. In the event of pollution. Lessee shall use all means at Its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around Its slush. sump. and drainage pots and tank batteries so as to protect livestock against loss. damage or onjury; and upon 
completion or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely dean up the drilling site of a ll rubbish 
thereon. Lessee shall. while conducting operations on the leased premises. keep said premises free of all rubbish. cans. botUes. paper cups or garbage. 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph. Lessee shall have the roghtto 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 exporation or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day penod. However. Lessee may not remove casing from 
any well capable of producing oil and gas In payong quantities Additionally. Lessee may not draw and remove casing unol after thirty (30) days wri!len 
nobce to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soot shall become the owner of any machinery. 
fixtures. or casing which are not timely removed by Lessee under the terms of this paragraph. 

2'1. (A) ASSIGNMENTS. Under the conditions contained In thos 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. devosees. legal 
representatives. successors and assigns. However. a change or division In ownership of lhe 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 di•ision on OMlershlp of L'le land. rentals. or royalties shall bind Lessee for any purpose unto! thirty (30) days 
after the owner of the soot (or his heirs. devisees. legal representatoves or assigns) furnishes the Lessee With satisfactory written evidence of the change 
In ownership. including the original recorded muniments of title (or a certified copy of such onglnal) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall. to llle extent of the interest assigned. relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage. the right and option to pay rentals shall be apportioned 
as between the several owners ratably. according to the area of each. and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not nte a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for fa ilure 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 o f the lease, Including any liabilities to the State for unpaid roya!Ues. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a). if the owner of the soil acquires this lease In whole or In 
part by assignment without the prior written approval of the Commissioner of the General Land Office. this lease Is void as of the tome of assignment and 
the agency power o~the owner may be forfeited by the Commissioner. An assognment wtll be treated as If ot were made to the owner of the soil If the 
assignee is: 

( 1) a nominee of the owner of llle soli; 
(2) a corporation or subsidiary In which the owner of the soli Is a principal stockholder or Is an employee of such a corporation or subsidiary; 
(3) a partnership In which the owner of the 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 soil; 
(5) a partner or employee in a partnership which Is lhe owner of the soil; 
(6) a fiduciary for the owner of the soil; including but notlomlled to a guardian, trustee. executor. admln.strator, receiver, or conservator for the 
owner of the soil; or 
(7) a famoly member of the owner of the soil or related to the owner of the soli by marriage. blood, or adopuon. 

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 soli and place of record a release or releases covering any portion or portions of the leased premises. and \hereby surrender this tease as 
to such portion or portions. and be relieved of all subsequent oibllgadons as to acreage surrendered. If any part of this lease Is proper1y surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to llle 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 aocrued under this lease pnor 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 llle 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 lo 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 on this Instrument, 
Including llle statemenl of the true consideration to be paid for the execution of this tease and the rights and duUes of the parties. Any collateral 
agreements conceming the development of oil and gas from the leased premises which are not contained on this lease render this tease lnvahd . 

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 llle soil conflict with those of the State. the owner of the sool 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 thirty days after it becomes due. or if Lessee or an 
authorized agent should knowingly make any false return or false repor1 concerning production or dnllong. or if Lessee shall fall or refuse to dnll any 
offset well or wells on good faith as required by law and the rules and regulations adopted by the Commissioner of llle General Land Office, or of Lessee 
should fall to file reportS In the manner required by taw or fall to comply wtlh rules and regulations promulgated by the General Land Office. the School 
Land Board. or the Railroad Commission, or if Lessee should refuse the proper aulhonty access to the records pertaoning to operations, or if Lessee or 
an authonzed agent should knowtngly fail or refuse to give correct Information to the proper authority. or knowingly faol or refuse to fumlsh the General 
Land Office a correct log of any well . or if Lessee shall knowtngly violate any of the material provisions of this lease, or If this lease Is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commissioner. and he shall forfeit same when sufficiently informed of the facts which authorize a forfeiture, and when forfeited the area shall aga1n be 
subject to lease under the terms of the Relinquishment Act. However. nothing herein shall be construed as wa1ving the .automatiC termination of th1s 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance With 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance wi th Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease. Lessee grants the State, In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security interest In all leased minerals in and extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and ali 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 ali 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 rondition of this lease. whether express or implied. This lien and security interest may be foreclosed with or without court proceed1ngs 1n 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above.{lescribed property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representatlon 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 unitize the royalty Interest of the owner of the soil under this lease with any other 
le<~sehold or minerai interest for the explornllor •• dcvelo[Jment and pr .xluc!ion of oil or ga~ 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 oJf the lnte:esl of the State under this tease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the Inclusion of this provision in this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers. employees. partners. 
agents. contractors. subcontractors, guests. Invitees. and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature. or other harm, Including environmental harm, for which recovery of damages Is sought. lnctuding, but not limited to, ali losses and 
expenses which are caused by the acllviUes 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 sltictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate. indemnify, 
defend and hold harmless the State of Texas and the owner of the soli. their officers. employees and agents. their successors or assigns, against any 
and all claims, liabilities, losses, damages. actions, personal injury (including death), costs and expenses. or other harm for which recovery of damages 
Is sought, under. any theory induding tor1. contract, or sltict liability, indudlng attorneys' fees and other legal expenses, lnduding those related to 
environmental hazards. on the leased premises or In any way related to Lessee's fa ilure to comply wilh any and all environmental laws: those arising 
from or in any way related to Lessee's operations or any other of Lessee's activibes on the leased premises: those arising from Lessee's use or 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. gue.sts, lnv1tees. 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 Stale of Texas and the owner of the soli, their officers, employees. and agents In the same manner provided above in connection with 
the acllvllles of Lessee, Its officers, employees. and agents as desctibed above. EXCEPT N3 OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES I>SSUMED 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 PI>SSIVE. ._. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards lo prevent contamination or 
pollution of any environmental medium, lncfuding soil. surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises, by any waste, pollutant. or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials. explosives, toxic materials, or substances regulated as hazardous wastes. hazardous materials. 
hazardous substances (as the term "Hazardous Substance· I~ define.1 In the Comprehensive Environmental Response, Compensa11on and Liability Act 
(CERCLA). 42 U.S .C. Sections 9601 , et seq.), or toxic substances unaer any federal. st;;te, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored In the usual manner and quantities. 
LESSEE' S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND I>SSUMPTION 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 WRmEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is ISSued under the provisions of Texas Natural Resources Code 52.171 through 52.190. commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto. and If any provis1on 1n this lease does not confonn to these 
statutes. the statutes will prevail over any nonconforming lease prov1sions. 
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38. EXECUTION. This oil and gas lease musl be signed and acknowledged by lhe Lessee before II is filed or record In lhe counly records and 
in the General Land Office of lhe Stale of Texas. Once lhe filing requirements round in Paragraph 39 of lhis lease have been satisfied. the effective dale 
of lhls lease shall be lhe dale found on Page 1. 

39 . LEASE FILING. Pursuanl 10 Chapler 9 of lhe Texas Business and Commerce Code. lhis lease musl be filed of record In lhe office of lhe 
Counly Clerk in any counly In which all or any part or lhe leased premises Is localed. and certified copies !hereof musl be filed in lhe General Land 
Office. This lease is nol effeclive until a cerufied copy of lhis lease (which Is made and certified by lhe Counly Clerk from his records) is filed In lhe 
General Land Office In accordance wilh Texas Natural Resources Code 52.183. Additionally. lhis lease shall not be bindtng upon lhe Stale unless II 
reclles the aclual and true consideration paid or promised for execulion or this lease. The bonus due lhe Stale and lhe prescribed fihng fee shall 
accompany such certified copy to lhe General Land Office. 

Tille: -.-,.----=-- =---- --

/:). ,..0 J - o 5 Oale: 

LESSOR: 

::~TEOF T~~ 
CARL D. RUSSELL 

lndlvlduall)' and as agent for lhe State of Texas 

Date: f / ~ / o :{' 

STATE OF TEXAS 
BY: ________________________ ___ 

Individually and as agent for lhe Stale of Texas 

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

"' .. Yt « 

BY:~,Jt;~ 
STEP N S. BLAJR 

Tille:_--::----------:= 

Date:.-+"{k"""~~~';;~2..,=-LJ_D_::f_ 

STATE OF TEXAS 
BY: ______________________________ _ 

Individually and as agent for lhe Stale of Texas 

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

STATE OF TEXAS 
BY: _ ____________________________ ___ 

Individually and as agenl for lhe Slale of Texas 

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

' Man 1nstrument back to 
Slate Land Services 

P.O. Box 550 
Big Spring, Texas 7
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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 foregoong onstn.ments as--------------------­

of--------------------------- - ----------- and aeknowiedged to me that he 
executed the same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

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

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

STATE OF ..o.T.,EXAco.<:.._ _____ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF--------

BEFORE ME. the undersigned authority, on this day personally appeared :..C~A~R!!.L..JD.t.. . ..!RllUJ.,S~Si2!EIO!LOJL~----------------

known to me to be the pefsons whose names are subscnbed 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 

STATE OF .~ 
COUNTYO~ 

S <'f h.."'.rr, b 1!. C2o n.5 

cft~J4~ c 
N LISA C . IIIC£ 
0~J'W~IM Ql(~ 

CllW!r¥1Jf'.Wn~Ptres 0 

Augu,l 30. 2008 

BEFORE ME, the undersigned authority, on this day personally appeared CI<!!R!lA~IGuL...;BIO!,LAI.Qii~R'------------------

known to me to be the persons whose names are subscribed to the foregoing Instrument. and aeknow1edged to me that they executed the same for the 

purposes and consideration lherl!ln expressed /.\ 

Given under my hand and seal of office thos th0 '~ay C:, ~~ • 2oC:J: 

~t~ 
BEFORE ME. lhe undersogned authority. on this day pefSOnally appeared .;zSJ..TEaPcHo.Es;;N!:!..;;St..JZB_..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 offoce this lhe L day o~(.t~ . 20~ 

~,g;,~~ 
{.~ 
~ 

FILED FOR RECORD ON THE 12th 

D O 19th 
DAY OF APRIL 

-----• A. D. 2006@ 11:30 
O' CLOCK ~H. & 

A.D. 2006 @~O'CLOCK _f__H. 
DAY OF APRIL 

LINDA MCDONALD COUNTY 
CULBERSON CODNTr . TEXAsCLERK 
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Generol Lind Office 
Relinquishment Act Leose Form 
Revised, September 1997 

Qlustin, mexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered 1nto this _17 ___ day of,.Ju~<'nJle._ ______ ,20QL_ , between the State of Texas, acbng 

by and through Its agent. ><Our.,.J,.o!.!Jhnu..!.JR.._. ,R,.u,.,ss.,e..,ll"'. J ... r •• ---------- ------------------ - ------

of 11183 Huf!melster Rd .. Cycress. I X 77429 
(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and ,.C"'ra.,io,._,L.._. B.,l,.,a"'lr..,a'l!nd,._,S,.,teo"""h"'e!J.!l_,S.._ . .,wB..,Ia.,.lr ____________ _ 

of P.O. Box 2476. CarlSbad New Mexico 88221 

(Give Permanent Address) 

hereiDafter called Lessee. 

1. GRANTING ClAUSE. For and l!l consideration of the amou!lts stated below and of the cov8!lants 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 so11, hereby grants, leases and lets unto Lessee. lor 
the sole and O!lly purpose of prospecting and drinlng lor and producing oil and gas. laying pipe tiDes. building tanks. storing oil and bu1ldu'9 power 
stations, telephone lines and other struelures thereon, to produce, save, take care of, treat and transport said products of the lease. the loll<l'Mng lands 
sllualed in Culberson County, State ofTexas, to-wit: 

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

containing .w;BQ,...,.o ______ acres, more or less. The bO!lus consideration paid for this lease is as follows· 

To the State of Texas: Six Hundred Sixty-Six and 66/100 Dollars 

Dollars ($66§.66 l 

To the owner of the soil: Six Hundred Sixty-Six and 66/100 Dollars 

Dollars (S.w:66§.....,.6§..._ _______ . 

Total bonus consideration: One Thousand Three Hundred Thlrtv·Two and 321100 Dollars 

Dollars (s ..... 1...,3:.t.:33 ... 3,..2.__ _____ _ 

The total bonus consideration paid represents a bonus oi.!.TV.OmL.!.H!.IIu::.JndliJrllied!!Llia::.Jnd~0~/1uOO!li.JDo~ll!i!a.l.irst-__________ _________ _ 

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

2. TERM. Subj8C1 to the other provisions In this lease. this lease shall be lor a term of Three !3l years from 
this date (herein called "primary term") and as long thereafter as oil and gas. or either of them, is produced In paying quantities from said land. As used 
In this lease. the term "produced In pay1ng quantities· means that the receipts from the sale or other authorized commercial use of the substanco(s) 
covered exceed out of pocket operational expenses for the six mO!lths last past 

IF II BEARS TH"t"'"f''\.''1"-.1 
ATTEST· __ .Jo...J....,;L;:.;~'---\-:.....:_.:..:___: ____ _ 
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this dale. this lease shall terminate. 

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

Bank. at ___ ~---~----~-~~~~------~~--~--~-' 
-o-r .,..lts--s-u_cc_e_s_s_o_rs--:-(wh-:-:i-cch:--s:-ha""'l::-1-co-n""'u:-n-u-e-a-s-t::-h-e-d::-e-posltory 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 or deferring the commencement o f 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: Three and Thlnv·!hree one hunslredths 

Dollars ($"'3."'3"'3 _______ _ _, 

To the State or Texas: Three and Thlrty·three one hundredths 

Dollars ($3.33 ) 

Total Delay Rental: Six and S•xty·slx one hundredths 

Dollars (SJlo6.oJ.~.66!o!,_ _ ______ _, 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee. or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or its successor bank) should 
cease to exist. suspend business, liquidate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental until thlrty (30) days after the owner of the soil shall deliver to Lessee a pfDper 
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 lo be paid one-half (112) of the royalty 
provided for In this lease to the Commissioner of the General Land Office of the State or 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 115 part of the gross production or the mar11et 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 otl, condensate, d istillate, or other liquid 
hydrocarbons. respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest mar11et 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 0\Mlers 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 wa1ved, in wribng, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (Including flared gas). which Is defined as all hydrocarbons and gaseous substances not 
defined as oil In subparagraph (A) above, produced from any well on said land (except as provided herem 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 producbon or the mar11et 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 mar11et pnce paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer. whichever IS the g reater; 
provided that the maximum pressure base In measuring the gas under this lease shall not at any bme 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 accord~r>g to tests made by the Balance Method or by the most approved method of testing being 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 
hydrocarbons shall be 115 part of the residue gas and the liquid hydrocarbons extracted or the mar11et value thereof, at the option or the owner 
of the soil or the Commissioner of the General Land Office All royaiUes due herein shall be based on one hundred percent (100%) of the total plant 
producllon of residue gas attributable to gas produced from this lease. and on nfty percent (50%), or that percent accruing to Lessee. whicl1ever Is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed In a plant in which Lessee (or Its parent. subsidiary or affiliate) owns an Interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or If there Is no such third party. the highest percent then being specified in processing agreements or contracts In 
the Industry), whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarborls shall be determined by 1) the highest market 
pri<:fl paid or offered for any gas (or hquid 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 liquid hydrocarbons), whichever Is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which v.ould 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 (excepbng liqUid 
hydrocarbons) whether said gas be ·casinghead," "dry," or any other gas. by fracbonating, burning or any other processing shalt be 1/5 pan of 
the gross production of such products, or the mar11et 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 basts of the highest mar11et 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 expira tion of the primary term of this tease. If this lease is ma1ntained by producbon. the 
royalties paid under this lease in no event shall be tess 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 succeed1ng the anniversary date of thiS lease a sum equal to the total annual rental less the 
amount of royalties paid dunng the preced•ng year If Paragraph 3 of this tease does not specofy a delay rental amount. then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 00) per acre . 
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:6. ROYALTY IN KIND. Notwithstanding any olher provision in this lease. at any time or from time to bme, 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 acauing to such royalty owner under this lease be made In kind. The owner of lhe SOtl's or the Commissioner of the General 
Land Office's rightlo take Its royalty In kond shall not domonish or negate lhe owner of the soil's or the Commossloner of the General Land Office's roghts 
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 produclion related costs. 

a. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may representlhls lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant. Notwithstanding any other provosion of thos lease. and sub(eclto the wnllen consent of 
the owner of the soil and the Commissioner of the General Land Office. Lessee may recycle gas for gas loft purposes on the leased premises or for 
injection Into any oil or gas producing formation under1ying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recycled gas unUI II Is produced and sold or used by Lessee in a manner which enlilles the royalty owners to a 
royally und':r this lease. 

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

Payment of royally on production of oil and gas shall be as provided In the rules set forth in the Texas Register. Rules currenUy provide that royalty on oil 
is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty 
on gas Is due and must be received In the General Land Office on or before the 15th day of lhe second month succeeding the month of production. 
accompanied by the affidavit of the OYoner, manager or other authorized agen~ completed In the form and manner prescnbed by the General Land Office 
and showing the gross amount and dosposition 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 producloon, dlsposilion and market value Including gas meter readings, pipeline receopts, 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 lo verily the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office. Each royally payment shall be accompanied by a check stub. schedule, summary 
or other remlllance advice showing by the assigned General Land Offlr.e lease number the amount of royalty being paid on each lease. II Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penally of 10% of the royalty due or $25.00 whichever Is greater. In addllion 
loa penalty, royalties shall acaue Interest at a rate of 12'Yo per year. such Interest will begin lo accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penally In an amount set by the General Land Office administrative rule 
which is effective on the dale when the affidavits or supporting documen ts were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due dale provided herein. Payment of the delinquency penalty shall In no way operate to prohobit the State's 
right o f forfeiture as provided by law nor act to postpone the dale on which royalties were originally due. The above penalty provisions shall not apply on 
cases of tiUe dispute as to the State's portion of the royally or to thai 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 ils best possible estimate of oil and gas reserves undenying this lease or allocable to thos 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 productoon, 
transportation. sale and marketing of the oil and gas produced on said premoses. Including the books and accounts, receipts and discharges of all wells, 
tanks, pools. meters. and pipelines shall at all times be subject lo Inspection and examination by the Commissioner of the General Land Office. the 
Attorney General, the Governor, or the representative of any of lhem. 

(B) PERMITS, DRILLING RECORDS. Wnllen notice of all operabons on thos lease shall be submllled to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud dale. workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are flied with the Texas Raolroad Commission. All 
applications, permits, reports or other filings thai 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 liUe. Additionally, In accordance with Railroad Commission 
rules. any slgnage on the leased premises for the purpose o f ldenUiylng wells. tank batteries or other associated Improvements to lhe 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 electr1cal and/or radioactrvily survey made on the bore-hole section, from the base of the surface casing 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 wothin fifteen ( 1 5) days after the making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the dale when the materials were 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 on or gas on said land, Lessee should drill a dry hole or holes thereon. or If during tho primary term hereof and after the doscovery and 
actual production o f 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 dale of completion of said dry hole or cessation of production Lessee commences addilional dnlllng or 
reworking opera lions thereon, or pays or tenders the next annual delay rental in the same manner as provoded 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 unul lhe expiration of lhe primary term: and If Lessee has not resumed 
production on paying quantities at the expiration of the primary term, Lessee may maintain this lease by conductJng addotional dnlling or reworkong 



opera!lonc pursuant to Paragraph 13, 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 on the same manner as provided herein on or before the rental paying date following the exporation of shcty (60) 
days from the date of completoon of such shut-on oil or gas well and upon the failure to make such payment. thos lease shall ipso facto termonate If at the 
expiration of the pnmary term or any tome thereafter a shut-on ool or gas well os located on the leased premises, payments may be made on accordance 
With the shut-on provisoons hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the pnmary term. neother oil nor gas Is being 
produced on said land. but Lessee Is then engaged in drilling or rewor1<ong opera~ons thereon, this lease shall remain In Ioree so long as operatoons on 
said well or for drillong or rev.or1<1ng of any additional wells are prosecuted In good faith and in v.or1<manlike manner wi!lhout lnterrup~ons 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 ool and/or gas Is produced 
in paying quantities from said land, or payment of shut·ln 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 pnmary term. production of oil or gas from the leased 
p(emlses, after once obtaoned, should cease from any cause, thos lease shall not terminate If Lessee commences additional d nlhng or rewor1<ong 
operations withon soxty (60) days alter such cessation, and this lease shall remaon In lull force and effect for so long as such operations contonue In good 
faith and In V..Or1<manlike manner without Interruptions totaling more than sixty (60) days. II such dnlling or reworkong opera~ons result on the productoon 
of oil or gas, the lease shall remain In full force and effect for so long as oil or gas is p(oduced from the leased premises in paying quantities or payment 
of shut-In ool or gas well royalties or payment of compensatory royalbes Is made as provoded hereon or as provided by law. If the drilling or rev.or1<ing 
operatoons result In the completion of a well as a dry hole, the lease will not tarminate If the Lessee commences addiUonal dnlling or rewor1<ong 
operations within sixty (60) days alter the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee contonues dnlllng or 
rewor1<1ng operations In good faith and In a 'Mlritmanllke manner without interruptions totaling more Uhan sixty (60) days. Lessee shall give wrfHen notice 
to the General Land Office withon thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph. "well" means any well Uhat has been assigned a well number by the state agency 
having jurisdictoon over the production of ool and gas. I(, at any bme after the exporation of the pnmary term of a lease Uhat. unbl be.ng shut in, was being 
maintaoned in force and effect. a well capable of p(oducing oil or gas In payong quantities os located on the leased p(emises, but ool or gas Is not beong 
produced for lack of suotable production facihties or lack of a suitable mar1<et, then Lessee may pay as a shut-In ool 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 alter 
the Lessee ceases to produce ool or gas from the leased p(emises, or (3) 60 days after Lessee completes a drilhng or rewor1<1ng operation in accordance 
With the tease PfOVlsoons: whichever date Is latest. Such payment shall be made one-half ( 112) to the Commissioner of the General Land Office and one­
hall (112) to the 'owner of the soli. lithe shut-In Otl or gas royalty Is paid, the tease shall be considered to be a producing lease and the payment shall 
extend the term of the tease 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. II no suitable production faclloties or suitable mar1<et tor 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 expirauon of each shut-In year. 

15. COMPENSATORY ROYAL TIES. If, during the period the tease 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 Uhousand ( 1,000) feet of the leased promises 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 shalt remain effective lor the remainder of the year lor which the royalty has been paid. The Lessee may maintain the lease for lour more 
successive years by Lessee paying compensatory royalty at the royalty rate p(Ov!ded In the tease of the mar1<et value of p(oduction from the well causing 
the drainage or which is completed on the same producing reservoir and Within one thousand ( 1,000) feet of the teased p(emlses. 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, beginnong on or 
before the last day of the month fol lowing the month In which the oil or gas is produced from the well causing the drainage or Uhat ls completed In the 
same producing reservoir and located within one thousand (1 .000) feel of the teased premises. If the compensatory royally 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 wi ll accrue penalty and Interest In accordance With Paragraph g of this 
lease. None of these provisions wilt relieve Lessee of the obllgabon of reasonable development nor the obtigahon 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 
ol compensatory royalties can satisfy the obtigabon to drill offset welts . 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, alter a welt producing or capable of producong o ol or 
gas has been completed on the leased p(emoses, Lessee shalt exercise the dologence of a reasonably prudent operator In drilling sUCh addibonat well or 
welts as may be reasonably necessary for the proper development o f the leased p(emises and on mar1<ebng the p(oductoon thereon. 

(A) VERTICAL. In the event this lease Is In force and effect two (2) years alter the expiration date of the primary or extended term It shalt then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of produclng In paying quantities and 320 acres 
surrounding each gas welt capable of producing in paying quantities (Including a shut-in oil or gas welt as provided in Paragraph 14 hereof), or a welt 
upon which Lessee Is then engaged in continuous dnlling or rewon<lng operations. or (2) the number of acres induded In a p(oduong 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 p(oduction 
purposes to a p(oration unit for each such Pfoduang well under the rules and regulatoons of the Railroad Commosslon of Texas. or any successor 
agency, or other governmental au!lhority having junsdiction. II at any time alter the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells lor production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shalt nevet1hetess continue to have the right of Ingress 
to and egress from the lands stilt subject to this tease for all purposes described In Paragraph 1 hereof, together with easements and rights-of-way lor 
exisung roads, existing pipelines and other existing faall~es on, over and across all the lands described In Paragraph 1 hereof {"the retained lands"), lor 
access to and from the retaoned lands and lor the gathering or transpor1abon of oil, gas and other m inerals produced from the retained lands. 
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:(B) HORIZONTAL. In the evenllhls lease Is in !orca and effect two (2) years after the expiratJon date of the pnmary or extended term it shall 
iurther 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 tease shall be in force and effect as to 
such deeper depths. and said termination shall be delayed for an addiUonal 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 neMy as practical, be'" 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 Offica. Within 
thirty (30) days after partial termination of this lease as provided hereto. 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 '" the General 
Land Office. accompanied by the filing fee prescnbed by the General Land Ollica rules In effect on the date the release Is filed. If Lessee fa1is or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Offica. then the 
Commissioner at his sole disaetlon may designate by written Instrument the acreage and/()( 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 
des1gnatlon 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 obhgallon 
to protect the on and gas under the abov!Hlescribed land from betng drained. Lessee. sublessee. rece1ver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition. if oil and/or gas should be produced In commercial quantities within 1,000 feet of the leased premises. 
or In any case where the leased premises Is being drained by production of oil Of gas. the Lessee, sublessee. receiver or other agent In control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1.000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling With diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determ1nabon 
of the Commissioner of the General Land Offica 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 requtred under this paragraph. 

18. FORCE M.IUEURE. II. after a good faith effort. Lessee Is prevented from complying with any express or 1mplied 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. nets. 
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 !allure 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. OQthlng 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 tiUe to the leased premises. If the owner of the SOli defaults 
In P'lyments owed on the leased premises. then Lessee may redeem the rights of the owner of the soil In the leased prem1ses by pay1ng any mortgage. 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the SOli under th1s 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. befOfe Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representa~ve must submit to the Comm1ssloner of the 
General Land Office a written statement v.tlich explains the disaepancy between the Interest purportedly leased under till$ lease and the aC1ual lnterest 
owned by the owner of the soil. The CommisSioner of the General Land Offica shall be paid the value of the ....nola production allocable to any undivided 
Interest not covered by a lease. less the propor11onate development and production cost allocable to such und1V1ded lnteresL However. in no event shall 
the Commissioner of the General Land Offica 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, !Juring the primary term, a portion of the land covered by th1s lease Is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soli In accordanca with Natural Resources Code Secoons 
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 aae 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 exporation of the pnmary term. the number of acres 
actually reta1ned 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 excapt water 
from wells or tanks of the owner of the soil; provided. however. Lessee shall not use potable water or water SUitable for livestock or Irrigation purposes 
for waterflood operations without the prior consent of the owner of the soli. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the 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 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 without 
the written consent of the owner of the soil . 

• • • ---·· •• • •• 
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: 25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
ilmiling lhe foregoing, pollution of coastal wetlands, natural waterways. rivers and Impounded water shall be prevented by the use of containment 
facllities 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 flit and level all slush pits and cellars and completely clean up the dnlling si te of all rubbish 
thereon. Lessee shall, While conducting operations on the leased premises. keep said premises free of all rubbish, cans. bottles. paper cups or garbage. 
and upon completion of operations shall restore the surface of the land to as near Its original condition and contours as is practicable. Tanks and 
equipment will be l<ept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in th1s paragraph, Lessee shall have the right to remove mach1nery 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 exporation or the 
termination of this tease unless the owner of the soil g rants Lessee an extension o f this 120-<lay penod. However. Lessee may not remove casing from 
any well capable of prod.uclng oil and gas In paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days WTitten 
notice to the Commissioner of the General Land Office and to the owner of the so1l. 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 condllions contained in this paragraph and Paragraph 2g 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 nol enlarge the obligations of 
Lessee. diminish the rights. privileges and estates of Lessee. Impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division In ownership of the land, rentals. or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, dev!sees. legal representatives or assigns) furnishes the Lessee with satisfactory WTiHen evidence of the change 
in ownership, Including the original recorded muniments of title (or a certified copy of such original) When the ownership changed because of a 
conveyance. A to tal or partial assignment of this lease shall. to the extent of the interest assigned. relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease Is assigned In Its entirety as to only part of the acreage. the right and option to pay rentals shall be apportioned 
as between the several owners ratably, aCCOfding 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 pa1d 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 enUre 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 tease. including any liab1llties 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 WTiHen approval of the Commissioner of the General Land Office. this lease Is void as of the time of ass1gnment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment wi lt be treated as If 11 were made to the owner of the soil if the 
assignee Is: 

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

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29. Lessee may at any lime execute and deliver to the ._. 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease as 
to such portion or portions. and be relieved o f all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered. the 
delay rental due u nder 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 1n 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.Oescribed land have been Included In this instrument. 
including the statement of the true consideration to be paid for the execution of this lease and the rights and dulles 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 Interes t in 
the leased premises. When the interests of the owner of the so1l connlct 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 wothln thirty days after 11 becomes due. or if Lessee or an 
authorized agent should knowingly make any false retvm or false report concerning production or drilling. or If Lessee shall fa11 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 pro per authority access to the records pertaining to operations. or if Lessee or 
an authonzed agent should knowingly fail or refuse to give correct information to the proper authority. or knowingly fa il 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 i f this lease is assigned and the 
assignment Is not flied 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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Commis!'IOner. and he shall forteit same when sufficiently Informed of the facts which authorize a forfeiture. and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However. nothing herein shall be construed as wa1ving the automatic term1natlon of this 
lease by operation of law or by reason of any speaalllmitation arising hereunder. Forf&~tures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon sa~sfactory ev1dence to the Commissioner of the General Land Office of future compliance wHh 
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 tease. 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 1n all teased minerals In and extracted from the leased prem1ses. all proceeds which may accrue to 
Lessee from the sale of such leased minerals. whether such proceeds are held by Lessee or by a third party. and all fixtures on and Improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security Interest may be foreclosed With or Without court proceedings 1n 
the manner provided in the nue 1. Chap. 9 of the Texas Buslness and Commerce Code. Lessee agrees that the CommiSSioner may requtre Lessee to 
execute and record such Instruments as may be reasonably necessary to ac:knowledge. attach or perfecl lh1s l1en. Lessee hereby represents that there 
are no pnoi or superior liens arising from and relabng to Lessee's aebvities upon the above-descnbed property or from Lessee's acqu1Sibon of th1s lease. 
Should the Commissioner at any time determine that this representation Is not true. then the Commissioner may declare this lease fOifeited 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 on or gas or either of them upon the same tenns as shall be approved 
by the SchOOl Land Board and the Commissicner of the General Lal'd Offio:e for the pooling or :mltizing o f the interest of the State under this tease 
pursuant to Texas Natural Resources Code 52.151·52.154. The ov~ner of the soil agrees that the indusion or this provislon In this lease sa~sfies the 
execution requirements slated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil. their officers. employees. partners. 
agents, contractors. subcontractors, guests, Invitees, and their respective successors and assigns. of and from all and any actions and causes of action 
of every nature. or other harm, including environmental harm. for which recovery of damages Is sought. including, but not limited to. all losses and 
expenses which are <:aused by the activities of Lessee. its officers, employees. and agents arising out of. inddentalto. or resulting from. the operations 
of or for Lessee on the leased premises hereunder, or that may artse out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement. or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify. 
defend and hold harmless the State of Texas and the owner of the soil, their officers. employees and agents. their successors or assigns. against any 
and all claims. llabilhies. losses. damages. actions. personal InJury (lndudlng death), costs and expenses. or other harm for v.tlich recovery of damages 
Is sought. under any theory Including tort. contract. or strict liability, Including attorneys' fees and other legal expenses. Including those related to 
environmental hazards. on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws: those arising 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those arising from Lessee's use of the 
sutface of the leased premises: and those that may arise out of or be occas1oned by Lessee's breach of any of the terms or provislons of this Agreement 
or any other act or omission of Lessee. Its directors. officers. employees. partners, agents, contractors. subcontractors. guests, inVItees. and their 
respecbve 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 ofT exas and the owner of the soil, their officers, employees. and agents in the same mamer provided above in connection With 
the activities of Lessee. Its officers, employees. and agents as desctlbed above. EXCEPT AS OniERWISE EXPRESSLY L IMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITlES ASSUMED UNDER niE TERMS OF nilS AG REEMENT SHALl BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITlONS), STRICT LIABIL ITY, O R niE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF niE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, J OINT, 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 ir or any 
other environmental medium ln. on. or under. the leased premises. by any waste. pollutant. or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials. or substances regulated as hazardous wastes. hazardous materials. 
hazardous substances (as the term "Halardous Substance· Is defined In the Comf)<ehenslve Environmental Response. Compensation and Liabili ty Act 
(CERCLA). 42 U.S.C . Se::tions 9601. et seq.). or Iexie substances unJer any federa l. 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 PROHIBITlON SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITlES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1 ) A VIOLATION OF niE FOREGOING PROHIBITlON OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT niE 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 Wlni THE REQUIREMENTS OF 
APPLICABLE LAW. nilS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, L IABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
G IVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF niE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT niE LEASED PREMISES. THE OB LIGATIONS 
OF L ESSEE HEREUNDER SHALL SURVIVE niE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASO N, OF nilS AGREEMENT. 

37. APPLICABLE LAW. This lease is Issued under the provislons of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act. and other appl1cable statutes and amendments thereto. and If any proVIsion in th1s lease does not conform to these· 
statutes. the statutes will prevail over any nonconforming lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record In the county records and 
ln the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have boen 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 II 
recltes the actual and true consideration pa1d or promised for execution of th1s tease. The bonus due the State and the prescnbed filing lee shall 
accompany such certified copy to the General Land Office. 

LESS(} ' , p /) • 
BY: ~:(~ 

CRAIG . BLAIR 

Title: --.----:--,----=---

Date: ~~ ~=----=:...(J.-.:::3-:,___.,__:{)_5=---

LESSOR: 

lndlvld ly and as agent for the State of Texas 

Date: K( 11 /J ( 
• I 

STA~XAS I 
BY.\;fV4 A.(';.,r_, , 4.M/Y\,L~~ 

Individually and as agent for the State of Texas 

Date: ~ J '2>!( Rlf)D 2 

e PATRICIAANNE LYNCH 
MY COMMISSION EXPIRES 

'***' 13, 2008 

•• • . .. .:/~ . ' 

nue: __________ .,.._ 

Date :-Lik<.:.=::........J~L.--=z_=--.::>-o--=-C _ _ 

STATE OF TEXAS 
BY: ____________________________ _ 

Individually and as agent lor the State of Texas 

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

STATE OF TEXAS 
BY: ____________________________ __ 

Individually and as agent for the State of Texas 

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

Mail Instrument back to 
Slate Land Services 

P.O. Box 550 
Big Spring, Texas 79721-0550 
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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-------------------- ­

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

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

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

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

STATE OF--- ------ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF ____ _ __ __ 

BEFORE ME, the undersigned authority, on this day personally appeared ,.D"'r._,J"'O"'H.!JN.!..!.OR.,_. -"R"'U"'S"'S"'E"'L"'L"". J"'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 

e PATRICIA ANNE LYNCH 
M Y COMMISSION EXPIRES 

o.c.- 13, 2008 

0 (1 fch'Oc-- . 20.Q5_. 

Qt .... ,~ (' .1 b Q.2'VT'\..Q~ -!1r '\ .<f )~ 
Notary Public in and for .<)fQI-6 of f.q_ =i ~ 0 1 

dtJlcn l- '/ Clf Harp,'} 
(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared ,.Co.:RA=IG,.,_,L~ . ..,B.=LA!:::li!!.R'----- - - - -----------

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

purposes and consideration therein expressed. 

Given under my hand and seal of office this the 3~y of ~t&t__ , 2oa:;: 

MARY E. BET US 
Notary Public, Stat• of Texas 

My Commission Expires 

COUNTYOF __ ~-R~~~~~~=;-.-.-J~uly~09_._20~0-7~=;~ 
BEFORE ME, the undersigned authority, on this day personally appeared ,.S.!.T,.E,_P..,H,.E""N'-'S"'._.B..,LA=IR"---------------- -

known to me lo 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 

PEGGY J. BARNETT 
t.IY COio4MISSION EXPIAES .-,ne 1, 2003 

Notary Public in and for __ I'_.:._T;;fJT=_.;.."\_..._ ______ _ 

RECORD ON THE 12th DAY OF APRIL , A.D. 2006 @ 11:30 O' CLOCK AM. & ------

\"•· .. 
- ~: '~;~'·---: : •• • •• 

19th DAY OF APRIL , A.D. 2006 @ 2:35 O'CLOCK _K_M . 

• .;:~•· Wi,; . . ·· ·~-"(' . 
• • :·>,\'!·•· ·' : ' 
: : t·.~~ l ·~ ·· .. · . 

LINDA MCDONALD, COUNTY CLERK 
CULBERSON COUNTY, TEXAS 

:·. ·· 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
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Genera: Land Office 
Relinquishment Act Loose Form 
Revised, September 1997 

~ustin, ur:exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into th1s _17 _ __ day of ,JuWJnJlei.-_ _ ____ ,2~ , between the State of Texas, acting 

by and through Its agent. Ernestine Pool Life Estate by and !hroooh her A!tomey·in-Fact. Johan Russell Turoio 

of Rt 1 Box 216 Booota TX75417 

(Give Permanenl Address) 

said agent herein referred to as the owner of the soH (whether one or more), and ,.c .. ra..,l ... a_.L....,.B,..,Ia.,ir,_a,.nd""-"'S"'tep""'h"'e,_,n_.S....,B"Ia,.,i,_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 amoonts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the Stale of Texas acting by and !hrough the owner o f the soil, h81'eby 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. !he following lands 
situated in Culberson County, State of Texas. !o-wl!: 

The S/2 of the SW/4 of Section 12, Block 113, Public SChool Land Survey, Culberson County, Texas 

containing ,.SQ,...O'------ acres. more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Four Hundred Forty-Four a!ld 44/100 Doftars 

Dollars ($;:,;44::,:4"'.4"4'---------' 

To !he owner ol the soil: Four Hu!ldred Forty-Four and 44/100 Dollars 

Oo!lars ($;;:.44::.;:4"'4"'4'---------

Total bonus consideration: Eight Hundred Eiahty·Eiaht a!ld 88/100 Dollars 

Dollars ($"'888""".88"'--------

The total bonus consideration paid represents a bonus of .~.T,wo"'-'H...,u.,!ld"""'red..,.,..,a,_,!ld,._.0,_/1,_,00"'-'Do!""""'la"'rs,._ _____________ _ _ ______ _ 

- --- ------------- Dollars ($200.00 ) per acre, on .;:;4.;:4;;:.44;o;4:....... ___ net acres. 

2. TERM. Subject to !he o!her provisions In this lease, this lease shall be for a term of Three 131 years from 
this date (herein called "primary term") and as long !hereafter as oil and gas. or either of them, Is produced In pay1ng quantities from said land. As used 
in this lease, the term "produced in paying quanbties" means that !he receipts from the sale or other aulhonzed commercial use of !he substance(s) 
covered exceed out of pocket operational expenses lor 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 shalllermlnate. 

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 Us successors (which shall continue as the depository regardless of changes In the ownership of saod 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: Tw and Twentv-tv.o one hundredths 

Dollars ($...,2 .,.22..__ ______________ _, 

To the State of Texas: Ty.9 and Twentv-two one hundredths 

Dollars cs ... 2 .... 2~o.2 ________________ _ 

Total Delay Rental: Four and Fortv-four one hundredths 

Dollars ($::.4.:::4;:.4 ________________ _ 

In a like manner and upon like payments or tenders annually. the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the sod may be made by check or sight draft of Lessee, or any 
assignee of this lease. and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or Its successor bank) should 
cease to e)Ust, 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 sod shall deliver 10 Lessee a proper 
recordable Instrument naming another bank as agent to r~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 to the Commissioner of the General land Office of the State of Texas. at Ausbn, Texas. and one-half (112) of such royalty to the 
owner of the soli: 

(A) OIL. Royalty payable on oil, which Is defined as including all hydrocarbons produced In a liquid form at the mouth of the well and also as 
all condensate. 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 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 premoum, if any, offered or paid for ool, condensate, distillate, or other liqUtd 
hydrocarbons, respectively. of a toke 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 waoved, in writing. by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas). which i s 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 soli or the Commissioner of the General Land Office. such value to be based on the highest market price paod 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 prodUC9f. whochever os the greater; 
provided that the maximum pressure base In measunng the gas under this lease shall not at any time exceed 14.65 pou{'lds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheot, correcbon to be made for pressure according to Boyle's Law. and for speofic 
gravity accordong to tests made by the Balance Method or by the most approved method of testing beong 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 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due hereon shall be based on one hundred percent (100%) of the total plant 
productoon of residue gas attributable to gas produced from this lease. and on fifty percent (50o/o), or that percent accruing to Lessee. whichever Is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that If liquid hydrocarbons are 
recovered from gas processed In a plant in which Lessee (or Its parent. subsidiary or affiliate) owns an lnteresl, 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 processong agreements or contracts In 
the industry), whichever i s the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
pnce paid or offered for any gas (or liquid hydrocarbons) of comparable qualoty In the general area, or 2) the gross price paid or offered for such residue 
gas (or the woighled average gross selling price for the respective grades of llquod hydrocarbons). whochever 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 lor the same monlh In which such products are produced; whichever Is the 
greater. 

5. MINIMUM ROYALTY. Duling any year after the expiration of the pnmary term of thos lease. of this lease is maintained by producllOn, tbe 
royalbes paod 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 annoversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes ol thos 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 
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6. ROY ALlY IN KIND. Notv.ithstanding any other provosion In this lease. at any time or from time to tome. the owner of the soli or the 
Commissioner or the General Land Office may. at the option of either. upon not less than sixty (60) days notice to the holder or the lease. require that the 
payment of any royalties accruing to such royalty owner under this lease be made In kind. The owner of the soli's or the Commissioner of the General 
Land Office's right lo 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 nghts 
or Lessee's obligatJons. 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 or 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 thos lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant. No!Withstanding any other provosion of this lease. and subject to the wntten consent or 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas loft purposes on the teased premises or for 
injection Into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained In the gas have been removed; 
no royalties shall be payable on the recyded gas unbl it Is produced and sold or used by Lessee in a manner which enuties the royalty owners to a 
royalty under thos lease 

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

Payment of royalty on production or oil and gas shall be as provided In the rules set forth in the Texas Register. Rules currently provide that royalty on oot 
Is due and must be receoved In the General Land Office on or before the 5th day of the second month succeeding the month of production. and royalty 
on gas Is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production. 
accompanied by the affidavi t of the ov.<"~er. manager or other authorized agent. completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition or all on and gas produced and the market value of the oil and gas. together with a copy or all documents. 
records or reports confirming the gross producuon. dosposition and market value Including gas meter readings, popeline receipts, gas lone receopts and 
other checks or memoranda of amount produced and put Into plpehnes. tanks. or pools and gas Iones or gas storage. and any other reports or records 
which the General Land Office may reqwe 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 advoce showing by the assigned General Land Office lease number the amount or royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days alter the royalty payment was due. then Lessee owes a penalty or 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty 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 admonistra~ve rule 
which is effective on· the date when the affidavits or supponlng 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 or title dispute as to the State's portion of the royalty or to that ponlon 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 fumosh 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 conHdence 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 or all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date. worl<over. re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shalt Include copies of Railroad Commission loons for application to drill. Copoes of well tests, 
completoon repons and pluggong reports shalt be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications. permits, repons or other filings that reference this lease or any speofic well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "Slate• In the tiUe. Additionally, In accordance with Railroad Commission 
rules. any slgnage on the leased premises for the purpose of Identifying wells. tank batteries or other associated Improvements to the land must also 
include the word ·state." Lessee shall supply the General Land Office 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 addotlon to those hereon 
expressly provided lor. 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 drolled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports. documents or other materials are not filed in the General Land Office when 
due. The penalty for tate fihng 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. 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 on or gas from the leased premises such production thereof should cease from any cause. this lease shall not terminate If on or 
before the expiratoon 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 provoded In this lease. If. dunng the last year of the 
primary term or within sixty (60) days prior thereto. a dry hole be completed and abandoned, or the production of oil or gas should cease lor 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 matntain this lease by conducting additional drilling or reworkong 
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operation:; pursuant to Paragraph 13, using the expiration of the pnmary term as the date or 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 o f 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 or the primary term or any t1me thereafter a shut-In oil or gas well Is located on the leased premises. payments may be made 1n accordance 
wllh the shut-1n provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the pnmary tenn. 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 fa ith and in workmanlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation. and if they result in the production of oil and/or gas. so long thereafter as oil and/or gas is produced 
In paying quantities from sa1d land, or payment of shut-In oil or gas well royalties or compensatory royal ties 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, alter once obtained, should cease from any cause, this lease shall not terminate ' ' Lessee commences add1tlonat dnlling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain In full force and effect for so long as such operations continue In good 
fa ith and In workmanlike manner Without Interruptions totaling more than Sixty (60) days. If such drilling or reworking operations result In the production 
or oil or gas. the tease shall remain in full force and effect for so tong as oil or gas is produced from the leased premises In paying quantities or payment 
of shut-In oil or ga s well royalties or payment of compensa tory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result In the completion of a well as a dry hole. the lease will not terminate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after lhe 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 wntten notice 
to the General Land Office within thirty (30) days of any cessation or 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 oU and gas. If. at any time after the expiration of the primary term of a tease that. until being shut in, was being 
maintained 1n force and effect. a well capable of producing oil or gas in paying quantities Is located on the teased prem1ses. but oil or gas is not being 
produced for lack of suitable production facilities or lack of a su1tabte 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 pa)'lng quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective. each Initial shut-In oil or gas royalty must be paid on or before: (1) the expiration of the primary term. (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
with the lease provisions: whichever date Is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the 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 tease tor 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, It no suitable production taallties or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive penods 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 or 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 premoses and com plated In the same producing 
reservoir. or In any case In which d rainage 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-halt (1/2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month folloWing the month in which the oil or gas is produced from the well causing the drainage or that is completed In the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises. It the compensatory royalty pa1d In any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference Within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not Umely paid will accrue penalty and Interest 1n accordance with Paragraph g of this 
tease. None or these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as prov1ded 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 or this lease to the contrary. after a well producing or capable of producing oil or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marke~ng the production thereon. 

(A) VERTICAL. In the event this lease Is 1n force and effect two (2) years after the expiration date of the primary or extended term It shall then 
terminate as to all or the teased premises. EXCEPT (1) 40 acrts surrounding each 011 wel l capable ?f producing In paying quan~tles and 320 acres 
surrounding each gas well capable of producing In paying quantities (Including a shut-In oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations. or (2) the number of acres Included in a producing pooled u011 
pursuant to 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 tho 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 changod or the well or wells located thereon are reclassified so !hatless acreage is thereafter allocated to said well or wells for 
product1on purposes. this tease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells tor production purposes. 
Notwithstanding the termination or this lease as to a portion of tho lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands sUit subject to this tease for all purposes described In Paragraph 1 hereof. together with easements and rights-of-way for 
existing roads. existing pipelines and other exisllng facilities on. over and across all the lands described In Paragraph 1 hereof ("the retained lands"). tor 
access to and from the retained lands and for the gathering or transportabon of ott. gas and other minerals produced from the retained lands. 
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(B ) HORIZONTAL. In the event this lease Is In fOt'ce and effect two (2) years after the exp~ration d<lte of the pnmary Ot' extended term ot shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") In eacn well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary Ot' 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 or 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 reCOt'd a release or releases containing a satisfactory 
legal description or the acreage and/or depths not retained hereunder. The recorded release. Ot' a certified copy of same. shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules In effect on the date the release Is filed. If Lessee falls Ot' refuses 
to execute and record such_ release Ot' releases wlthon ninety (90) days after being requested to do so by the General Land Office, then the 
Commossioner at his sole discretion may desognate by written onstrument the acreage and/Ot' depths to be released hereunder and record such 
instrument at Lessee's expense In the county Ot' counties where the lease Is located and in the offiaal records of the General Land Office and such 
designation s~ll be binding upon Lessee lOt' all purposes. 

17. OFFSET WELLS. Neither lhe bonus. delay rentals. nor royalties paid. or lobe paid. under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-<lescribed 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 dnll to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, of oil and/Ot' gas should be produced in commercial quantities within 1,000 feet of the leased premises. 
Ot' In any case where the leased premises Is being drained by production of oil or gas. the Lessee, sublessee. receiver Ot' other agent on control of the 
leased premises shall In good faith begin the drilling of a well or wells upon the leased premises wllhln 100 days after the draining well Ot' wells or the 
well or wells completed 'Mthin 1.000 feet of the leased premises start producing In commercial quantities and shall prosecute such dnlling 'Mth doligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MIUEURE. 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 or war. rebellion. riots, 
strikes. acts or 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 lOt' damages lor failure to comply with such covenants: additionally. this lease shall be 
extended while Lessee Is prevented. by any such cause. from conducting drilling and reworl<ing 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 Ot' reworking operations Ot' production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tiUe 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 royaltles due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner o f the soil owns less than the entire undivided surface estate in the above 
descnbed land. whether or not Lessee's interest Is spedfted 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 hkewlse proportionately reduced. However. before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee Ot' his authorized representative must submit to the Commossloner 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 undovided 
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 undovided 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 or the primary term or the extended term. this lease covers a lesser number of acres lhan lhe 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 d uring the promary term shall be 
calculated based upon the number of acres outside the boundarie:> of a pooled unit. or. if after the expiration of the pnmary term. the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the nght to use water produced on said land necessary lOt' operations under this lease except water 
from wells or tanks of the owner of the soli. provided, however. Lessee shall not use potable water or water suotable for livestock or omgation purposes 
for waterflood operatiOns without the prior consent of the owner of the soil. 

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

23. PIPELINE DEPTH. When requested by the ov.ner of the soil. Lessee shall bury ots pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house Ot' bam now on saod premises 'Mlhout 
the written consent of the owner of the soil. 

•• 
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• 25. POLLUTION. In developing this area. Lessee shall use the highest degree or 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 or 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 lor all damage to public and private properti es. Lessee shall build and 
maintain fences around Its slush. sump. and drainage pits and tank balleries so as to protect livestock against loss. damage or Injury: and upon 
completion or abandonment or any well or wells. Lessee shall fi ll 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 or all rubbish. cans. bottles. papor cups or garbage. 
and upon completion or 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 alter the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension or this 120-day period. However. Lessee may not remove casing from 
any well capable or producing oil and gas In paying quantities. Additionally. Lessee may not draw and remove cas1ng unhl alter thirty (30) days wnuen 
notice to the Commissioner or the General Land Office and to the owner or the so11. The owner of the soil shall become the owner or 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 assign~. However. a change or division In ownership of the land. rentals. or royalties will not enlarge the obligahons or 
Lessee. diminish the rights. privileges and estates or Lessee. Impair the effectiveness of any payment made by Lessee or impair the effectiveness or any 
act performed by Lessee. And no change or division In ownership or the land. rentals. or royalties shall bind Lessee for any purpose until thirty (30) days 
alter the owner or the soil (or his heirs, devisees. legal representatives or assigns) furnishes the Lessee with satisfactory wrillen evidence of the change 
In ownership, Including the original recorded munlments of t!Ue (or a certified copy or such original) when the ownership changed because or a 
conveyance. A total or partial assignment or this lease shall, to the extent or 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 or 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 moro or them to pay his share of the rental shall not affect 
this lease on the part or 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 enUre lease shall terminate lor fa ilure 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 wrillen approval of the Commissioner of the General Land Office, this lease Is void as of the lime of assignment and 
the agency power of lhe 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 corporalion or subsidiary In which the owner or the soli Is a principal stockholder or Is an employee of such a corporation or subsidiary: 
(3) a partnership In which the owner of the soU Is a partner or Is an employee or such a partnership; 
( 4) a principal stockholder or employee or tho corporation which is the owner or the soil: 
(5) a partner or employee In a partnership which Is the owner of the soli: 
(6) a fiduciary for the owner of the soil: including but not limited to a guard18n. trustee, executor, administrator. receiver, or conservator lor the 
owner of the soil: or 
(7) a family member or the owner or the soil or related to the owner or the soil by marriage. blood. or adoption. 

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender !his lease as 
to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. If any pan or this lease Is property surrendered, the 
delay rental due under !his lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
lmmedialely 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 or such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part or this tease 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 lee. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option or the 
Commissioner of the General Land Office. 

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

31. FIDU CIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fu lly disclose any facts affecting the State's Interest in 
the leased premises. When the interests of the owner of the soli conntct with those of the State, the owner or the SOli 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 with1n thirty days alter It becomes due, or if Lessee or an 
authorized agent should knowingly make any fa lse retum or fa lse report concenning production or drilling, or If Lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lessee 
should fall to me reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records perta1ning to operations. or 1f Lessee 01 
an authorized agen t should knowingly fall or refuse to give correct Information to the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well, or If Lessee shall kOO'Mngly violate any of the material provisions or this lease. or If this lease Is assigned and the 
assignment is not filed in the General Land Office as required by law. the rights acquired under this lease shall be subject to forfeiture by the 
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Commis.o;loner. and he shall lorfl!ll same ...toen suffldenUy informed of the facts ...tolch authorize a forfeiture. and when forfeited the area shall again be 
subject to lease under the tem~s of the Relinquishment Act. However. nothing herein shall be construed as waiVIng the automatic term1nation of th1s 
l~se by operation of law or by reason of any special hm1tall0n arising hereunder. Forfeitures may be set aside and this lease and all nghts thereunder 
relnstaled before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General land Office of future compliance w!th 
the provisions of the taw and of th1s tease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance woth Texas Natural Resources Code 52.136. the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease. Lessee grants the State. in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security Interest in all leased minerals in and extracted from the leased premises. all proceeds >Mlich 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 w!th the production or processing of such leased minerals In order to secure the payment of all royalttes 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 • ...nether express or Implied. This lien and secunty Interest may be foreclosed w!th or w!thout court proceedings in 
the manner provided In the nue 1. Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that ihe Commissioner may requore Lessee 10 
execute and record such instruments as may be reasonably necessary to acl<nowtedge, attach or petfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activ1Ues upon the abov~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 ihis lease fotfeited 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 woth any other 
leasehold or mineral Interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General land Office lor the pooling or unibzing of the interest of the State under thls lease 
pursuant to Texas Nalural Resources Code 52.151·52.154. The owner of the soli agrees that the inclusion of this provision In this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers. employees. partners. 
agents, contractors. subcontractors. guests. lnvilees, 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 ...tllch recovery of damages is sought, including, but not limited to, all losses and 
expenses ...tolch 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 PfOvlslons of this 
Agreemenl. 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. personal1njury (Including death), costs and expenses. or other harm for ...toich recovery of damages 
Is sought. under any theory including tort. contract. or stnct 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 w!th 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 
sutface of the leased premises: and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee. Its directors. officers. employees. partners. agents, contractors. subcontractors. guests. Invitees, and their 
respective successors and assigns. Each assignee of this Agreement. or an Interest therein. agrees to be liable for. exonerate. indemnify, defend and 
hold harmless the Slate of Texas and the owner o f the soil, their officers. employees, and agents In the same manner provided above In connection with 
the activities of Lessee, Its officers. employees. and agenls 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 
W ITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any enwonmental med1um. Including soil. sutface waters, groundwater. sed1ments, and surlace or subsutface strata. ambient aor or any 
other env11onmental med1um In, on. or under, the leased premises. by any waste. pollutant. or contaminant. Lessee shall not bring or pem11t 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 lhe Comprehensive Environmental Response. Compensation and Llabillly Act 
(CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxic subslances 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 PROHIBITIQN OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF AllY 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 AIID DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF AHY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE l .EASED 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 PURSUAIIT TO CERCLA OR AHY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AIID THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF AllY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM AllY 
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 AllY 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 stalutes and amendments thereto. and 1f any proviSlOO in th1s lease does not conform to these 
statutes, the slatutes wtll prevail over any nonconforming lease provisions. 
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. 38. EXECUTION. This oil and gas lease musl be signed and acknowledged by the Lessee before It Is filed of record In the county records and 
In the General Land Office of the State of Texas. Once the fihng 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 bo filed of record In the o ffice of the 
County Clerk In any county In which all or any par1 of the leased premises Is located, and cel'11fied copies thereof must bo filed In the General Land 
Office. This lease Is not effective until a certified copy of this lease (which Is made and certified by the County Clerk from his records) Is filed In the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally. this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

Tolle: __ ~~----------~--~ 
Date: /;2 rt) "3 -0§ 

LESSOR: 

IndiVIdual y and as agent ~tho State of Texas 

Date: - OS 

Individually and as agent for the State ofT exas 

Date: 9- I- as-

,~IlL . 
¥"; 

• • • • •• • •• 

OY ~~4,k.,;_ 
STE EN S. BLAIR 

nue: _____________________ _ 

Date: Q.u J '2..._0 D C 
7 

STATE OF TEXAS 
BY: ____________________________ __ 

Individually and as agent for the State of Texas 

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

STATE OF TEXAS 
BY: ____________________________ _ 

Individually and as agent for the Stale of Texas 

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

Mail Instrument bacl<1o 
Slate Land Serv1c2s 

P.O. Box 550 
Big Spring, Texas 79721 -0550 
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s 'rATE 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 of said corporation. 

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

STATE OF~ 
COUNTY o fiJ/) 

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

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority. on this day personally appeared JOHAN RUSSELL TURPIN. AGENT AND.ATTORNEY-IN-FACT 

FOR ERNESTINE POOL. LIFE ESTATE 

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

purposes and consideration therein expressed. 

Given under ,my hand and seal of office this the [5j- day of ~ • 20 D D ~- , 

.P::::.~~ 
BEFORE ME. the undersigned authority. on this day personally appeared ,.C"'RA"""IG.._..L....,.B..,.LAoo.I,_R,__ ________________ _ 

known to me to be the persons whose names are subscribed to the loregolng instrument. and acknowiedged to me that they executed the same for the 

MAllY E. mus 
Notory Publtc, Stot. of Texos 

My Commissoon Expres 

COUNTYOF_-L~~~~~~~_.._._.Ju_ty_~._ •• 200~7----~ 
BEFORE ME. the undersigned authority, on this day personally appeared ,.S_,_Ts.E!:.PH!.!.!LEN!.!..SS..,_. "'B""LA""I~R,__ _____________ _ 

known to me to be the persons whose names are subscnbed to the foregoing 1nstrument, and acknowiedged to me that they executed the same for the 

purposes and consideration therein expressed. 

"''~ """~ m> "'"" '"" ~•• d- "'' •• \"*" '" ol ~~ Rx:L.-~ 
!.~'""'"~ PEGGY J. BARHm Notary Public •n and for T~ 
!•: ,;' uv I'YV.•o..UM~• EXPIRES ., .... ~ 
~:3·. .U.1.m 

THE 12th DAY OF APRIL 

19th DAY OF APRIL 

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

, A .D. 2006 @ 2:25 O'CLOCK ~H. 

LINDA MCDONALD, COUNTY CLERK 
CULBERSON COUNTY , TEXAS 
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Generallond Office 
Relin~ulshment Act Lease Form 
R8vlsed, September 1~7 

mustin, 'm:exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this lL___ day of li!Jult!n.!Se,___ ______ ,2~ • between the State of Texas. acting 

by and through Its agent. Mada E Hambrick l!ldlvidually and as Remainderman of the Life Estate of Ernestine Pool 

or 8 Oakridge Park . Jasper TX 75951 

(Give Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more). and ,.C"'ra"'lg,._,L~. ,.B"'Ia.,ir'-'a.,!ld..,._S....,.teo.,.,h,.en..w.S""."'B"'Ia.,ir,_ ____________ _ 

of P .0 Box 2476 'carlsbad New Mexico 88221 

(Give Permanent Address) 

hereinarter called Lessee. 

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be paid. kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil. hereby grants. leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and produdng 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-wit: 

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

containing 8,.0.,."'0 _____ _ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Four Hundred Forty-Four and 441100 Oonars 

Dollars ($444.44 ) 

To the owner of the soil: Four Hundred Forty-Four a!ld ·14/1 00 Dollars 

Dollars (S:c44,;:4:.;4::.:4,__ _ _ ____ _ 

Total bonus consideration: Eight Hundred Eiohtv·Eiqht and 88/100 Dollars 

Dollars ($,.,88..,8...,.8.,8,__ _ _ ___ _ _ 

The total bonus consideration paid represents a bonus of .:.T.,WQ=H"'u"'nQ"""red.,._,a.,.nd=.:O"'/-"lOO..,._Qo=l"'la"'rs"----------------------

---------------- Dollars ($200.00 ) per acre. on ""4"'4"'44"'4'----- net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of Three 13\ years from 
this date'{hereln called "primary term") and as long therearter as oil and gas. or either of them. Is produced In paying quantities from said land. As used 
In this lease. the term "produced In paying quantities· means that the receipts from the sale or other authorized commerdal use of the substance(S) 
covered exceed out of pocket operational expenses for the six months last past . 

• . ~ .. -v·· • . . . 
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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. th1s lease shall terminate. 

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

Bank. at __ ~--~----~~----~~~~~~~--------~~~--~--~~ 
o- r""'i""ts- su_c_c_e_s_so-r-s""'(:-wh-:-:-lch-:-s-:h-a-:11:-co-n-:tl:-n-u_e_a_s-:t:-h-e-:d:-e-posltory regardless of changes In the ownership of said land). the amount specified below; In add1tlon, 

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 deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be In the follOWing amounts: 

To the owner of the soil: T!!!O and Twentv·!'M! one hundredths 

Dollars ($...,2 . ..,22.__ ______ _, 

To the State of Texas: Two and Twenty-tiM> one hundredths 

Dollars ($~2.~22"----------
Total Delay Rental: Four and Fortv-four one hundredths 

Dollars ($"4."'."'4::.4 ________________ _, 

In a like manner and upon like payments or tenders annually. the commencement of a well may be ful'lher deferred for successive periods of one {1) 
year each during the primary term. All payments or tenders of rental to the oYo'ller of the soil may be made by check or s1ght drah of Lessee. or any 
assignee of this lease. and may be delivered on cr before th& rental paying :Jo:e. If 1~ bank designated In this para9fllph (or Its succes:;or bank) should 
cease to exist. suspend business. liquidate, fall or be succeeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or l enders o f rental until thirty (30) days aher 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 on&-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 on&-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. dls~llate. and other liquid hydrocarbons recovllfed from oil or gas run through a separator or other equipment. as hereinafter provided, 
shall be 115 ·part of the gross production or the market value thereof, at the optlon of the owner of the soil or the CommiSSioner o f the General 
Land Office, such value to be determined by 1) the highest posted price. plus premium. if any. Offllfed or paid for oil, condensate, disti llate, 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 wa1ved, In wnbng, 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 115 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 pnce paid or offered to the producer. whichever is the greater. 
provided that the ma>Omum pressure base in measunng the gas under this tease shall not at any time exceed 14.65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, cotrectlon to be made for pressure according to Boyle's Law, and for speofic 
gravity accord1ng to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the bme of testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 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 o f residue gas attributable to gas produced from this lease. and on fihy 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 fihy percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or If there Is no such third party, the highest percent then being specified In processing agreements or contracts In 
the Industry), whichever Is the greater. The respectJve 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 o ffered 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 !!!OUid 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 1/5 par1 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 bas1s of the highest market price of each product for the same month 1n which such product IS 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced: whichever Is the 
greater. 

5. MINIMUM ROYAL TV. During any year after the expiration of the primary term of this lease. If this lease Is maintained by production, the 
royalties paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided: otherWise. there shall be 
due and payable on or before the last day of the month succeeding the ann1versary date of this lease a sum equal to the total annual rental less the 
amount of royalties pa1d dunng the preced1ng year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this 
paragraph. the delay rental amount shall be one dollar ($1 .00) per acre. 
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any bme or from bme lO bme. the owner of the SO<I or the 
Commissioner of the Gener.~l Land Office may, at the opbon of either, upon nolless than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commiss1oner of the General 
Land Office's right to take its royalty in kind shall not d1m1nish 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 ail 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, process1ng. 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. induding any reimbursements 
lor severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1s tease's proportionate share of any fuel 
used to process gas procuced hereunder in any processing plant. Notwithstanding any other provrSIOO of this lease. and subject to the wntten consent of 
the owner of the soil and the Comm1ssroner of the General Land Office. Lessee may recyde gas lor gas loll purposes on the leased prem1ses or lor 
Injection into any oil or gas producrng formation underlying the leased premises alter the liquid hydrocarbons conta1ned 1n the gas have been removed, 
no royaft1es shall be payable on the recyded gas untrl it is produced and SOld or used by Lessee In a manner wnlch enhUes the royalty owners to a 
royalty under this lease. 

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
Is due and must be received in the General Land Office on or before the 5th day of the second month succeed1ng the month of produc.:ron. 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 productJon. 
accompanied by the affidavit of the ov.ner, manager or other authon:zed agent. completed in the form and manner prescnbed by the General Land Office 
and shOwing the gross amount and dlspositron of all oil and gas produced and the market value of the oil and gas. together With a copy of ail documents. 
records or reports confirming the gross production, disposition and market value Including gas meter read1ngs, popellne r ece1pts. gas lone receipts and 
other checks or memoranda of amount produced and put into pipel ines, tanks. or pools and gas lines or gas storage. and any other reports or records 
wt>lch the General Land Office may require to verily the gross production. disposition and market value. In all cases the authority of a manager or agent 
to act l or 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 o f 5% on the royalty or $25.00, wt>lchever Is 
greater. A royalty payment wnlch Is over thirty (30) days late shall accrue a penalty oltO'Io 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 aCO\Je wnen the royalty is sixty (60) days overdue. 
Affidavits and supporting documents wnich are not filed wnen due shall Incur a penalty in an amount set by the General Land Office administrative rule 
which is effectlve on the date when the affidavits or supporting documents were due. The Lessee shall bear ail 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 oper.~te to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were onginally due The above penalty proviSions shall not apply in 
cases of title d1spute as to the State's ponron of the royalty or to that portion of the royalty in dispute as to lair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with Its best possible estimate ol oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commlss1oner with copies of 
all contracts und er wnieh gas Is sold or processed and all subsequent agreements and amendments to such contracts within th1rty (30) days alter 
entering into or making such conlracts. 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 authori:zed by Lessee. Ali other conlracts and records pertaining to the production. --+ 
transportation, sale and marketlng 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 o'f the General Land Office, the 
Attorney General, the Governor, or the representatlve of any of them. 

(B ) PERMITS, DRILLING RECORDS. Wrrtten nobce of all operations on this lease shall be submllled to the Comm1ssroner of the General 
Land Office by Lessee or operator five (5) days before spud date. worllover. re-entry. temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall indude copies of Railroad CommissiOn forms for application to drill. Cop1es of well tests. 
complelion repon s and plugging reports shall be supplied to the General Land Office at the bme they are filed With the Texas Railroad CommissiOn. All 
applications, permits, reports or other filings that re ference 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 tl tle. Additionally, In accordance with Railroad Commission 
rules. any slgnag e on the leased premises lor 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-<lesaibed premises, which may be requested by the .General Land Office, 1n addition to those herein 
expressly provided lor. Lessee shall have an electrical and/or radioacdvlty survey made on the bore-hole section. from the base of the surface casing to 
the total depth or well, of all wells dnlied on the above descnbed prem1ses and shall lransmit a tf\Je 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 wnenever reports, documents or other materials are not filed in the General Land Office wnen 
due. The penalty lor late filing shall be set by the General Land Office admin1slrative rule which is effect1ve on the date when the matenals were due in 
the General Land Office. 

11 . DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM. II. during the primary term hereof and pnor 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 thoreol should cease from any cause, this lease shall not term1nate II on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of productiOn Lessee commences add1bonal dnlling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. II, during the last year of !he 
primary term or within sixty (60) days pnor thereto. a dry hole be completed and abandoned. or the producllon of 01t or gas should cease lor any cause. 
Lessee's nghts shall rema1n in lull force and effect without further operations until the expiratron of the primary term: and 11 Lessee has not resumed 
productron in paying quanbties at the expiratlon of the primary term, Lessee may maintain th1s lease by conductJng addibonal dnll1ng or rewor1k1ng 
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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 shall1pso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-In oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither 011 nor gas i s being 
produced on said land, but Lessee is then engaged in dnlling 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 v..orkmanhke manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties Is made as provided In th1s 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 rev..orklng 
operations within sixty (60) days after such cessation, and this tease shall remain in full fOtce and effect for so long as such operations continue In good 
faith and in v..orkmanlike manner without interruptions totaling more than sixty (60) days. If such drilling 01 rev..orking operations result in the production 
of oil or gas. the lease shall remain In full force and effect for so long as oil or gas Is produced from the leased premises In paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result In the completion of a Well as a dry hole, the lease will not termtnale 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 dnlling or 
reworking operations In good faith and In a v..orkmanllke manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office wuhin thirty (30) days of any cessation of produco~..,. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a well capable of produdng Oti or gas In paying quantities Is located on the teased premises, but oil or gas Is not being 
produced for lack of suitable production fadllties or lack of a suitable market. then Lessee may pay as a shut·ln 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 produdng 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 rev..orklng operation in accordance 
with the lease provisions; whichever date Is latest. Such payment shall be made on&-hatf (1/2) to the Commissioner of the General Land Office and on&­
half (1/2) to the owner of the soil. If the shut-In oil or gas royalty is paid. the tease shall be considered to be a produdng lease and the payment shall 
extend the term of the lease for a penod 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 fadlllies or suitable market for the oil or gas exists, Lessee may extend the lease for four 
mwe 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) fee t o f the leased premises and completed In the same produdng 
reservoir, or In any case In which drainage is occumng, the right to continue to maintain the lease by paying the shuHn 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 produclng 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 on&-half (1/2) to the owner of the soil. beginning on or 
before the last day of the month rollowing the month in which the oil or gas is produced from the well causing the drainage or that is completed In the 
same produclng 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 01 gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided 1n 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner. and with the Commissioner's wntten 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. alter a well producing or capable of produclng oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in d rilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease Is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of produclng In paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-In oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a produclng pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said well or wells for 
production purposes. this lease shall thereupon terminate as to ail acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facllities on, over and across ail the lands described In Paragraph 1 hereof (' the retained lands"), for 
access to ai\d rrom the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands . 
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(B) HORIZONTAL. In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term It shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depths") in each well located on acreage retained In 
Paragraph 16 (A) above. unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of lhe 
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 surtace 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 or 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 fil ing fee prescribed by the General land Office rules In effect on the date the release Is filed. If lessee falls or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General land Office, then the 
Commissioner at his sole discretion may designate by written Instrument the acreage and/or depths 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 s~all be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paid. or lo be paid. under this lease shall relieve lessee of his obligation 
to protect the oil and gas under the abovHescribed 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 l'l'eans 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 o f the 
leased premises shall in goOd faith begin the drilling of a well or wells upon the lea~ed premises with1n 100 days alter the draining well or wells or the 
well or wells completed within 1,000 feet of the teased premises start prOducing In commercial quantities and shall prosecute such drilling with diligence. 
Failure lo satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to fortelture. 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 elton, 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 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 primary term 
in the absence of such drilling or reworking operations or prOduction of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soli warrants and agrees to defend 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 or 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 surlace estate In the above 
described land, whether or not lessee's Interest Is speciOed herein, then the royalties and rental herein provided to be paid to the owner of the soli shall 
be paid to him In the proportion which his Interest bears to the entire undivided surtace estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the Slate or 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. 1n no event shall 
the Commissioner o f 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 or 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 lea~e Is Included withir. the bour.c1anes 
of a pooled unit that has been approved by the School Land Board and the owner or the soil In accordance with Natural Resources Code Sections 
52.151-52.154, or if , at any time after the expiration of the primary term or the ex1ended 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 or 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 expir~tion 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 or the soil; provided, however. lessee shall not use potable water or water suitable for livestock or irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil. 

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

23. PIPELINE DEPTH. When requested by the owner of the 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 wi thout 
the written consent of the owner of the soil . 
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IF IT BEARS 

25. POLLUnON. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing. pollution of coastal wetlands. natural waterways. rivers and Impounded water shall be prevented by the use of containment 
facil ities 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 lor all damage to public and private properties. Lessee shall build and 
maintain fences around Its slush. sump. and drainage pits and tank batteries so as to protect livestock against loss. damage or injury: and upon 
completion or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely dean up the drilling Site of all rubbish 
thereon. Lessee shall. while conducting operations on the leased premises. keep said premises free of all rubbish. cans. bottles. paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises. including the nght 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 12CH1ay period. However, Lessee may not remove casmg from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wntten 
notice to the Commissioner of the General Land Office and lo the owner of the soil. The owner of the soil shall become the owner of any machinery. 
fixtures. or ca_sing 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 wi ll not enlarge the obligations of 
Lessee, diminish the rights. privileges and estates of Lessee, Impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownerShip of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
af1er the owner o f the soli (or his helrl>. devisees. legal representatives or assigns) fu:nishes the Lessee with satisfae1ory 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 the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease Is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between lhe several owners ra tably. 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 lo all rights and be subject to all obligaoons. 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 LIMIT AnON. Notwithstanding any provision in Paragraph 27(a ), If the owner of the soil acquires this lease In whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
lhe agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if It were made to the owner of the soli If the 
assignee Is: 

(1) a nominee of the owner of the soil: 
(2) a corporation or subsidiary in IMlich 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 wt11ch 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 2g, Lessee may at any time execute and deliver to the 
owner or the soil and place of record a release or releases covering any portlon or portions of the leased premises. and tliereby surrender this lease as 
to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. II any part of this lease is properly surrendered, the 
delay rental due under this lease shall be reduced by the 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 wt1ich may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. II all or any part or this lease Is asslg~ed or released. such assignment or 1elease mu st 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 lee. If any such assignment is not so filed, the nghts acquired under this lease shall be subject to forfeiture at the opoon of the 
Commissioner or the General Land Office. 

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the Stale's Interest in 
the leased premises. When the Interests of the owner of the soil connict 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 11 Lessee or an 
authorized agenl should knowingly make any fa lse return or false report concern1ng production or drilling, or 1f 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 lhe manner required by law or fall lo comply with rules and regulations promulgated by the General Land Office. the School 
Land Board, or the Railroad Commission, or II Lessee should refuse the proper authority access to the records pertaining to operations. or If Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to lhe proper authority, or knowingly fail or refuse to furnish the General 
Land Office a correct log of any well. or if Lessee shall knowingly violate any of the material prov1slons or 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 th1s lease shall be subject to forfeiture by the 
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Comm:ssloner, and he shall forfeit same when sufficiently Informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Rellnquishmenl Act. However. nothing herein shall be construed as waiving the aulomallc termination of thos 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be sel as•de and this lease and all nghts thereunder 
reinstated before the rights of another intervene upon sausfactory evidence to the Commissioner of the General Land Office of fu!Ure compliance IMth 
the proviSlOOs of the law and of this lease and the rules and regulations that may be adopted relauve 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 !his lease to secure payment of all unpaid royalty and other sums of money thai may become due under this lease. By acceptance of 
this lease. Lessee grants the State, in addition to the lien provided by Texas Nalural Resources Code 52.136 and any other applicable stalutory lien. an 
express conlractual lien on and security Interest in all leased minerals In and exlracted from the leased prem1ses. all proceeds wh1ch may accrue to 
Lessee from Jhe sale of such leased m1nerals, whether such proceeds are held by Lessee or by a third pany, and all fixtures on and Improvements 10 the 
leased premises used on connection with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breaCh of 
any covenant or condition of this lease. whether express or Implied. This lien and security Interest may be foreclosed with or withoul coun proceed1ngs In 
the manner provided In the TIUe 1. Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may requtre Lessee to 
execute and record suCh lnslrUments 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 retaung to Lessee's actlviues upon the above-descnbed propeny or from Lessee's acqulsot1on of this tease. 
Should the Commissioner at any time determine that this representation Is not !rUe, then the Commissioner may dedare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or uniuze the royal:y Interest of the owner of the soli under this lease IMth 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 c.>mmlssioner of th~ General Land Ollie. 'l for th:: poolin{; or uniuzing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the Inclusion of this proVIsion in lh1s lease sallsfies 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. conlractors, subcontractors. guests. invitees. and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm. lndudlng environmental harm. for Which 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 resulling from. the operations 
of or for Lessee on the leased premises hereunder, or that may arise oul of or be occasioned by Lessee's breach of any of the lerms or provisions of !his 
Agreement, or by any other negligent or stricUy liable act or omissiOn of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, lndemnofy. 
defend and hold harmless the Stale of Texas and the owner of the soil, their officers. employees and agents. !heir successors or assigns, againsl any 
and all dalms. liabilities. losses. damages. actions. personal Injury (lndudong death), costs and expenses. or other harm for \11/hich recovery of damages 
Is sought, under any lheory Including ton, contract. or stricl liability, lnduding attorneys' fees and other legal expenses, lnduding those related 10 
environmental hazards, on !he leased premises or In any way relaled to Lessee's failure to comply with any and all environmental laws; those arising 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises: and those that may arise out of or be occasioned by Lessee's breach of any of the terms or proVIsions of this Agreement 
or any other act or omission of Lessee. its directors. officers. employees. partners. agents. contractors. subconlractors. guests. Invitees. and theor 
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 !he soil, their officers, employees. and agents In the same manner provided above In connection IMth 
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 AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollullon of any environmenlal medium, lnduding soil. surface walers. groundwater. sediments. and surface or subsurface slrata. amblenl air or any 
other environmental medium ln. on. or under. the leased premises. by any waste. pollutant. or contam1nant. Lessee shall not bring or permit to remain on 
the leased prem1ses any asbeslos containing materials, explosives. toxic materials, or substances regulated as hazardous wastes. hazardous malenats, 
hazardous substances (as the term "Hazardous Substance· Is defined In the Comprehensive Environmenlal Response, Compensation and Liability Act 
(CERCLA). 42 U.S.C. Sections 9601, et seq.). cr toxic substances u10der ant federal , state, or local low or regulation ("Hazardous M;1terials"l. excepl 
ordinary products commonly used In connection wilh oil and gas exploration and developmenl operations and slored 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 AGAJNST 
ANY CLAJMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILmES, AND COSTS ( INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBmON 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 REPAJR 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. 

3 7. APPLICABLE LAW. This lease is issued under the provisoons of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act. and other applicable statutes and amendments thereto. and If any provision In this lease does not conform to these • 
statutes. the statutes will prevail over any nonoonformlng lease provisions. 

ATTEST --'....._..'-\:-~l\g."\:f~..q 

® 

~ -
• • • • • •• • •• 

• • • • • • • • • • • 

06"" (. .l 



262 

• 38. EXECUTION. This oil and gas lease must be signed and acknov.1edged by lhe Lessee before il os filed of record on lhe county records and 
In the General Land Office of lhe State of Texas. Once lhe filing requirements found in Paragraph 39 of this lease have been sabsfied, the effecbve dale 
of this lease shall be lhe 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 unUI a certified copy of this lease (v.toich Is mado 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 lhe actual and true consideration paid or promised for execution of thos lease. The bonus due the State and the prescribed fil ing fee shall 
accompany such certified copy to the General Land Office. 

Tille: - -:--:---------

Date: _/.2_-_6_3_-_0~5 _ _ 

LESSOR: 

STATE OF TEXAS 

BY: Tn.a.JA &. ~d~ 
MADA E. HAMBRICK 

Individually and as agent for the State of Texas 

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

STATE OF TEXAS 
BY: _ ___ _____________ _ 

Individually and as agent for lhe State of Texas 

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

, IQI, · :· ¥" . . 
. .. . ... ~ .. 

'i: ,): : . . .. 
• • • • 

•• . . . -. .. ·. : • . .:; , ... : .. 
• •• 

BV~,d.J;~ 
STE HEN S. BLAIR 

TIUe: _________ -=-= 
Date:-=f2.u.--=:....;_.._)

7
-r-z..=-o__:::u"-('---

STATE OF TEXAS 
BY: ____________ ____ _ 

Individually and as agent for the State of Texas 

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

STATE OF TEXAS 
BY: ________________ _ 

Individually and as agent for lhe State of Texas 

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

Mall Instrument back to 
Slate Land Services 

P.O. Box 550 
Big Spring, Texas 79721-0550 



STATE OF _-=1¥:=:~-'-------- (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF #vsp-e r 
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 slated, and as the act and deed o f said corporation. 

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

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

STATE OF -"TE...,XA"'-"'S'------­ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF "J§spe~ 
BEFORE ME, the undersigned authority. on this day personally appeared "'MA"""D"'A"'E......,HA:=M= B,_,R"'IC..,K,__ ______________ _ 

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

purposes and consideration therein expressed. 

Jr-. 
Given under my hand and seal of office this the ~ day of 

STATEO~-~· ~ ' . 

COUNTY OF. . -
BEFORE ME, the undersigned authority, on this day personally appeared ,.C"-'RA= IG.._.L.._. ,.B,.LA=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 

BEFORE ME. the undersigned authority, on this day personally appeared ,.ST_,_E...,_PwH..,E,N'-'S"'.-"B"'LA"""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 r;) r day of _\)...;:_....;t.c_= '-'t.?-r::.c...""'-J==-

e {.~} 
.. it ... 

PEOOY J. BAAHETT 
t.1Y COMMISSION EXPIRES 

.An! I , 2lnl 

FILED FOR RECORD ON THE 12th DAY OF APRIL 

19th DAY OF APRIL 
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ATTEST: ->.""""'....f-...._--7""'-L.......!~!.tC.!...L.L..:J~::;;;;i;;:.__ 

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

, A.D. 2006 @2:30 O'CLOCK ~H. 

·' 
·., 

LINDA MCDONALD, COUNTY CLERK 
CULBERSON COUNTY, TEXAS 

·--,a ·· /..;..: .~ 
.·· '·" \ : ,, ) . 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
The above and forego.ng 1s a full. true and correct photographiC copy of !he 
ongtnal record now~~ wf · ~ possess1on. as !he same IS 
fik!G'~ 1111he .\ ,.)__Records of my offce. found 
inVOL~PAG • 

. i~~~!{t:'o~ 1 herebycerttfied~ -~ 
tt ~'t\ LINDA McDONALD, COUNTY & DISTRICT CLERK 

• ~~~tpEXAS ~ 
. B~llrs::: DEPUTY •• • • •• • • ••• 
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'Gonerol Land Office 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin, mexas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into this~ day or,..Ju,.,n"'e._ ______ .202L_ • between the State or Texas. acting 

by and through Its agent. J9han Russell Turoin Individually and as Remainderman or the Life Estate or Ernestine Pool 

or Rt. 1 Box 216. Bogota TX 75417 

(Give Permanent Address) 

said agent hereln referred to as the owner of the soil (....ttether one or mora), and li<C!.Ira!!liQ:Uo.L ...,B<.!I.!!.a!,_r.2a!.!nd>~...>~S:uteo<W!lh,.en~s~ . .>!B.!Jilawir ____ ________ _ 

of P.O. Box 247~ Carlsbad. New Meldco 88221 

(Give Permonont Address) 

hereinafter called Lessee. 

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 or Texas acting by and through the owner or 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 Cutbe!}on County. State of Texas, to-wit: 

The S/2 of the SW/4 of Section 12. Block 113, Public School Land Survoy. Culberson County. Texas 

containing ~80~0"-------- acres. more or lass. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Four Hu!Jdred Fortv-Four and 44/100 Dollars 

Dollars ($4:!:4:.:4 .... 4,4,__ ______ -J 

To the owne• of the soil: Four Hu!Jdred Fortv-Four and 44/100 Dollars 

Dollars ($444.44 l 

Total bonus consideration: EIQhl Hu!Jdred Elghtv-Eight an!l 88/100 Dollars 

Dollars ($ 888 88 ) 

The total bonus consideration paid represents a bonus of ..~.T,wo"'-'HJJu,..n!l..,.,_red,.,.. ... a.,.n!l.....,.0,_/1uOO.,._,Oo....,t...,la!!.rs._ _____________________ _ 

Dollars ($200.00 ) per acre. on ;,4..:4"'4::::4;::.4 _ ___ net acres. 

2. TERM. Subject to the other provisions In this lease. this lease shall be for a term of Three !31 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 
tn this lease. the term ·produced In paying quantities' means that the receipts from the sale or other aulhonzed commeraal 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 th1s date, this lease shallterm1nate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner or the sot! 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 betow: In addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a ltke sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the pnvtlege of defernng 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 sot!: Tv.o and Twentv-!wo one hyn(jredths 

Dollars ($,.2."'2 .... 2 ________________ _ 

To the State of Texas: Tv.o an<! Twenty·I'M! one hundredths 

Dollars ($ ..... 2 . ..,2 .... 2 ________________ _ 

Total Delay Rental: Four and Forty-lour one hun(jre<lths 

Dollars (S·:4.:l.4c:!4 ________________ _, 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for succ~ss1ve periods of one (1) 
year each during ~ primary term. All payments or tenders or rental to the owner of the soil may be made by check or sight draft of Lessee, or 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 exis t, suspend business, liquidate, fa1l or be succeOOed 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 thlrty (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 of Texas. at Austin, Texas. and one-half ( 1/2) of such royalty to the 
owner of the soil: 

(A) Otl. Royalty payable on oll, wtlich 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 equ1pment. as hereinafter provided. 
shall be 1/5 part of the gross production or the market value thereof, at the option o f the owner of the soil or the Commissioner of the General 
Land Office. such value to be determined by 1) ~highest posted price, plus premium, If any, offered or paid for ocl, condensate. distillate, or other hqu1d 
hydrocarbons, reSpeCtively, of a like type and gravity in the general area where produced and when run. or 2) the highest market price thtll'eol 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 011 
ani! 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 wa1ved, In wnting, by the royalty owners upon 
such terms and condi tions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas). which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed In a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/5 part of the gross production or the market value thereof, at the 
option of the owner o f the soli or the Commissioner of the General Land Office. such value to be based on the highest market price paid or offered lor 
gas of comparable quality in the general area where produced and when run. or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base 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 speclfic 
grav1ty according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the orne of tesong. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/5 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. N i royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or Its parent. subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party procesSing gas through such plant under a processing 
agreement negotiated at arm's length (or If there is no such third ~rty. the highest percent then being specified in process1ng 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 h1ghest market 
pnce pa1d or offered for any gas (or liquid hydrocarbons) of comparable quali ty In the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the wetghted average gross selling pnce for the respective grades of liqu1d hydrocarbons). whichever is ~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 sha~ be 1/5 part of 
the gross production o f such products. or the market value thereof. at the option of the owner of the soli or the Commissioner of the General Land Office. 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month In which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In whtch such products are produced: whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expira tion of the primary term of this lease. if this lease is maintatned by production. the 
royalties paid under th1s lease in no event shall be less than an amount equal to the total annual delay rental herein provided: othefWise. there shall be 
due and payable on or before the last day of the month succeed1ng the ann.versary date of this tease a sum equal to the total aMUal rental less the 
amount of royalties paid dunng the preceding year. If Paragraph 3 of this lease does not specafy a delay rental amount. then for lhe purposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre . 
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease. at any time or from time to om e. 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 this lease be made In kind. The owner of the sotl 's or the Commissioner of the General 
'..and Office's nght 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 Without deductoon for 
the cost of producing, gathering, storing, separating, treating. dehydrating, compressing, processing. transponlng, and otheMlse making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royaltles on the gross value received. lnduding 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 thi s lease's proportionate share of any fuel 
used to process gas produced hereunder on any processing plant. Notwithstandong any other provoslon 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 loft purposes on the leased premises or for 
Injection into any oil or gas produang formaoon underlying the leased premoses after the liquid hydrocarbons contained In the gas have been removed; 
no royalties shall be payable on the recyded gas until It Is produced and sold or used by Lessee In a manner which entitles the royalty owners to a 
royalty undM this lease. 

9. ROYALTY PAYMENTS AND REPORTS. AJI royalties not taken on kind shall be paod to the Commission8f of the General Land Office ao 
Austin. Texas. on the follOWing manner:. 

Payment of royalty on produdion of otl and gas shall be as provided In the rules set forth In the Texas Register. Rules currently provide that royalty on ool 
is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of producoon, 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, 
accompanoed by the affidavit of the owner, manager or other authonzed agent. completed in the form and manner prescribed by the General Land Office 
and shov.ing the gross amount and disposloon of all all and gas produced and the market value of the oil and gas. together With a copy of all documents, 
records or repons confirming the gross production, dlsposiUon and market value Including gas meter readings. pipeline receipts. gas lone receipts and 
other checks or memoranda of amount produced and put Into pipelines. tanks. or pools and gas lines or gas storage, and any other repons or records 
which the General Land Office may requore to verify the gross producoon, 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 shov.ing 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 thiny (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whicl1ever is 
greater. A royalty payment which Is over thiny (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever Is greater. In addotion 
to a penalty, royalties shall accrue Interest at a rate of 12% per year; such Interest v.ill begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not flied when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which Is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by taw nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of tJtle dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fa ir market value. 

10 . (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall annually furnish the Commossloner of the General Land Office 
v.ith its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner v.ith copoes of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts v.ithin thony (30) days after 
entering into or makong 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 otheMlse authorized by Lessee. AJI other contracts and records penainlng to the producbon, _. 
transponation, sale and markeung 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 subtacl to tnspectoon and examonation by the Commissloner of the General Land Office. the 
Attorney General. the Governor. or the representauve of any of them. 

(B ) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commossioner of the General 
land Office by lessee or operator five (5) days before spud date, v.orkover, re-enlly, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to dnll. Copies of well tests, 
completion reports and plugging repons shall be supplied to the General Land Office at the lime they are filed v.ith the Texas Railroad Commosslon. 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 lndude lhe v.ord 'State' In the liUe. Additionally, In accordance v.ith Railroad Commlssoon 
rules, any slgnage on the leased premises for the purpose of Identifying wells, tank batteries or other associated Improvements to the land must also 
Include the word 'State.' Lessee shall supply the General Land Office v.ith 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 lhasa herein 
expressly provoded for. Lessee shall have an electrical and/or radioactovity survey made on the bore-hole section, from the base of the surface casong to 
the total depth of well. of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office Within fifteen (15) days after the making of said survey 

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

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the pnmary term hereof and prior to doscovery and 
production of oil or gas on said land, Lessee should drill a dry hole or hofes thereon, or if dunng the pnmary term hereof and after the doscovery and 
actual production of oil or gas from the teased premises such producoon thereof should cease from any cause. this lease shall not termonate of on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of productJon Lessee commences addotoonal dnllong or 
rev.orking operations thereon, or pays or tenders the next annual delay rental In the same manner as provoded in this lease. If. during the last year of the 
primary term or v.ithin sixty (60) days prior thereto. a dry hole be completed and abandoned, or the producloon of ool or gas should cease for any cause. 
Lessee's rights shall remain In full force and etfecl Without funher operations until the expiration of the primary lerm; and if Lessee has not resumed 
production In paying quantities at the expiration of the primary term . Lessee may maintain thos lease by conducting additional dnlling or rev.orklng 
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· operations pursuant to Paragraph 13. using the expiration of the primary tenn 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 tenn 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 s1xty (60) 
days from the date of completion of such shut-In 011 or gas well and upon the la1lure to make such payment. this lease shall Ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well Is located on the leased premises. payments may be made In accordance 
with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the primary term. neither oil nor gas Is being 
produced on said land. but Lessee is then engaged in drilling or rewortdng operations thereon. this lease shall remain in Ioree so long as operat•ons on 
sa1d well or lor drilling or reworking of any additional wells are prosecuted In good f31lh and in workmanlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation. and II they result In the production of oil and/or gas. so long thereafter as oil and/or gas Is produced 
in paying quantibes 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 expira tion of the primary term. producbon of 011 or gas from the teased 
premises, after once obtained, should cease from any cause, this le<Jse shall not terminate If Lessee commences additional drilling or reworking 
operauons within sixty (60) days after such cessauon, and this lease shall rema1n in full Ioree and effect lor so long as such operabons conunue In good 
la1th and In v.Drkmanllke manner without Interruptions totaling more than sixty (60) days. II such drilling or rework1ng operations result 1n the productK>n 
of oil or gas. the lease shall remain In full Ioree and effect lor so long as oil or gas Is produced from the leased premises in paYing quanbties or payment 
of shut-In oil or gas well royalties or payment of compensatory royalties Is made as provided here~n 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 II the Lessee commences additional drilling or reworking 
operations Within sixty (60) days after the completion or the well as a dry hole, and this leasa shall remain in effect so long as Lessee continues dnlling or 
reworking operatK>ns In good faith and In a workmanlike manner without interruptions totaling more than s1xty (60) days. Lessee shall g1ve Witten notice 
to the General Land Office within thirty (30) days of any cessabon 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 
hav1ng jurisdiction over the production or oil and gas. If, at any time after the expiration 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 quanbties Is located on the leased premises, but oil or gas Is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease. but not less than S 1.200 a year for each well capable of producing o il or gas in paying quantities. If 
Paragraph 3 of this tease 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 dnlling or reworking operation in accordance 
with tho lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner or 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 lor a period of one year from the end or the pnmary 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 tour 
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 tease 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 produang 
reservoir, or In any case In which drainage is occumng, 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 tease for tour 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-hall (112) to the Commissioner of the General Land Office and one-hall (1/2) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the 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. II the compensatory royalty paid In any 12-month period 
Is an amount tess 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 or th1s 
lease. None of these proVIsions will rel ieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided 1n 
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, alter a well producing or capable of producing oil or 
gas has been completed on the leased premises. Lessee shall exercise the d11igence of a reasonably prudent operator In drilling such additional well or 
wells as may be reasonably necessary lor the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is In force and effect two (2) years after the expiration date of the primary or extended term It shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of 'producing In pay1ng quantities and 320 acres 
surrounding each gas well capable or producing In paying quantities (Including a shut-in oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee Is then engaged in continuous drilling or reworking operations. or (2) the number of acres Included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151·52.154, or (3) such greater or lesser number or acres as may then be allocated lor production 
purposes to a proration unit for each such produong welt under the rules and regulations or the Railroad Commission or Texas, or any successor 
agency, or other governmental authority having junsdiction. If at any time after the effective date of the partial term1nabon proviSIOns hereof. the 
applicable field rules are changed or the well or wells located thereon are recldSS1fied so that less acreage Is thereafter allocated to sa1d well or wells for 
production purposes. this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells lor production purposes. 
NotWithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless oonbnue to have the right of ongress 
to and egress from the lands still subject to this lease lor all purposes descnbed In Paragraph 1 hereof, together With easements and rights~f-way lor 
ex1sting roads. existing pipelines and other existing laollties on. over and across all the lands descnbed in Paragraph 1 hereof ("the reta1ned lands"). lor 
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 evenl thls lease i s in force and effect two (2) years after the expiration date of the pnmary or extended term 11 shall 
further term1nate as to all depths below 100 feet below the to tal depth d nlled (hereinafter "deeper depths") In each well located on acreage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as speofied on page 1 hereof). If such amount Is paid. this lease shall be 1n force and effect as to 
such deeper depths, and said termination shall be delayed for an addit ional period of two (2) years and so long thereafter as o il 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. W 1th1n 
thirty (30) days after partial termination of this lease as provided herein. Lessee shalt execute and record a release or releases conta1mng a satisfactory 
regal descr1ption of the acreage and/or depths not reta1ned 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 1n effect on the date the release 1s filed. If Lessee fails or refuses 
to execute and record ~uch 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 counues ~ere 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 h1s obligation 
to protect the oil and gas under the above-described land from being drained. Lessee. sublessee, receiver or other agent In control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addidon. If oil and/or gas should be produced In oommercial quantities within 1,000 feet of the leased premises. 
or In any case ~ere 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 beg1n the drilling of a well or ~Is upon the leased premises Within 100 days after the draining well or wells or the 
well or wells oompleted within 1,000 feet of the leased premises start producing In oommerdal quan~ties and shall prosecute such dnlllng with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfe~ture . Only upon the determ1nal100 
of the Cornmlss1oner of the General Land Office and With h1s wnnen approval may the payment of oompensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset ~~ or wells reqUired under this paragraph. 

18. FORCE MJUEURE. If. after a good fa ith effort, Lessee Is prevented from complying with any express or Implied oovenant 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 ~lie so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages tor failure to comply with such oovenants: additionally. this lease shall be 
extended wihlle Lessee Is prevented. by any such cause. from oonductmg drilling and rev.orklng 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 rev.orklng 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 soli In the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may reoover the 
cost of these payments from the rental and royalties due the owner of the sod. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate In the above 
described land. wihether or not Lessee's Interest is spedfied hereln, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion ~lch his Interest bears to the enUre undivided surface estate and the royalties and rental herein prov1ded to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proporuonately 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 wrinen statement wihlch explains the discrepancy between the interest purportedly leased under thls 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 ~e production allocable to any undivided 
1nterest not covered by a lease. less the proportionate development and prod~on oost allocable to such undivided 1nterest 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 
o f 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 lhe extended term, th1s lease oovers a lesser number of acres than the total 
amount descnbed herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, rele;~sed . 

surrendered, or otherwise severed, so thai payments determined on a per acre basis under the terms of thls lease during the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled urnt. or, i f after the expiration of the pnmary term, the number of acres 
actually retained and oovered by this tease. 

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 soli: provided, however. Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for waterflood operations without the prior oonsent of the owner of the soil 

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises witho41 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing this area. lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Wllhout 
limiting the foregoing. pollution of roastal wetlands, natural watetWays, rivers and Impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamlnaUon. 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 d ean 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 o f 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 exp1ralion or the 
termination of this lease unless the owner of the soil grants lessee an extension of this 120-day period. However. lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally. lessee may not draw and remove casing unlil after thirty (30) days wri tlen 
nollce to the Commissioner of the General Land Office and 10 the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures. or casing which are not Umely removed by Lessee under the terms ol 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 
representallves. successors and assigns. However, a change or division In ownership of the land, rentals, or royalties >Mil not enlarge the obligations of 
l essee, diminish the rights, privileges and estates of lessee, Impair the effectiveness of MY payment made by Lessee or Impair the effectiveness of any 
act performed by lessee. And no change or division in ownership of the land. rentals. or royalties shall bind lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees. legal representatives or assigns) furnishes the l essee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and d ischarge lessee of all subsequent 
obligations under lhls 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 dale, the entire lease shall terminate for fa ilure 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 royallies. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a). If the owner of the soil acquires this lease In >Mhole or In 
part by assignment wiUhout the prior written approval of the Commissioner of the General Land Office. this lease ts void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment >Mil be treated as If 11 were made to the owner of the soil If the 
assignee Is: 

(1) a nominee of the owner of the soli: 
(2) a corporation or subsidiary In which the owner of the soli Is a principal stockholder or Is an employee of such a corporation or subsidiary: 
(3) a partnership In which the owner of the soil is a partn9f or Is an employee of such a partnership: 
(4) a principal stockholder or employee of the corporation which Is the owner of the soli: 
(5) a partner o r 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 m ember 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 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 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 aaeage bears to the acreage which was covered by this lease 
Immediately prior to such surrender; however. such release >Mil not rel ieve 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 >Mthln 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 prov1slons pertaining lo the lease of the above-Oescribed. land have been 1ncluded in this instrument, 
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained In this lease render this lease Invalid. 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and musl fully disclose any facts affecting the State's Interest In 
the leased premises. When the Interests of the owner o f the soil oonnlct 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 fa ith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or if Lessee 
should fall to Ole reports in the manner required by law or fall to comply with rules and regulations promulgated by the General land Office. the School 
Land Board, or the Railroad Commission. or If lessee should refuse the proper authority access to the records per1alnlng to operations. or If lessee or 
an authorized agent should knowingly fall or refuse to give correct Information to the proper authority. or knowingly fall or refuse to furnish the General 
Land Office a correct log of any well. or If Lessee shall kno>Mngly violate any of the material provisions of this lease. or 1f this lease is assigned and the 
assignment is nol 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 v.tlen sufficiently Informed of the facts v.tlich authonze a forf811ure. and v.tlen 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 automauc term1naoon of this 
tease by operation of law or by reason of any special limitation arising hereunder. Forleitures may be set aside and this lease and all rights thereunder 
re1nstated before the rights of another Intervene upon satisfactory ev1dence to the Commtss1oner 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 relahve 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 tease. By acceptance of 
this lease. Lessee grants the State. In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security Interest in all leased minerals In and extracted from the leased premises. all proceeds v.tlich may accrue to 
Lessee from the sale o r such leased minerals. v.tlether 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 producbon 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 cond1tion of this lease. v.tlether express or implied. Th1s hen and security interest may be foreclosed With or without court proceedings In 
the manner provided In the ntte 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 acltnowiedge. attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activit1es upon the above-<lescnbed property or from Lessee's acquisition of lh1s lease. 
Should the Commissioner at any lime determine that this representation Is not true. then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under thos lease With any other 
leasehold or mineral interest for the exploration. development and productiOn of oil or gas or e1ther o f 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 o f the interest of the State under th1s lease 
pursuant to Texas Natural Resources Code 52.151-52.154 The owner of the soli agrees that the inclusion of this provision In this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the 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 acbon 
of every nature. or other harm. Including environmental harm. for v.tlich recovery of damages is sought. including, but not limited to. all losses and 
expenses v.tllch are caused by the activities of Lessee. Its officers. employees. and agents arising out of, InCidental to. or resuiUng from. the operations 
o f 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 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 v.tllch recovery of damages 
Is sought. under a(ly theory including tort, contract. or strict liability, Including attorneys' fees and other legal expenses. Including those related to 
environmental hazards. on the leased premises or in any way rela ted to Lessee's fa ilure to comply With any and all environmental laws: those ans1ng 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those arising from Lessee's use of the 
surface of the leased premises: and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of th1s Agreement 
or a!'y other act or omission of Lessee. Its d irectors. 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 1n 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 nilS AGREEMENT SHALL BE WlniOUT LIMITS AND 
WITHOUT REGARD TO niE CAUSE OR CAUSES niEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF AJ-IY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHEniER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL fV\ZARDS. 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. amb<ent a1r or any 
other environmental medtum 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 contaimng materials. explosives. toxic materials, or substances regulated as hazardous wastes. hazardous materials. 
hazardous substances (as the term ·Hazardous Substance· is defined in the Comprehensive EnVlfonmental Response. Compensation and Llab1lity Act 
(CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxlc 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 AJ-ID DEFAULT HEREUNDER AJ-ID 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AJ-ID DEFEND TH£ STATE OF TEXAS AJ-ID THE OWNER OF niE SOIL FROM AJ-ID AGAINST 
AJ-IY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AJ-ID COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) niE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT niE LEASED PREMISES DURING LESSEE'S OCCUPAJ-ICY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND" REPAIR AJ-IY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY niE PRESENCE OR RELEASE OF AJ-IY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMAJ-ICE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AJ-ID ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUAJ-IT TO CERCLA OR AJ-IY OniER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AJ-ID niE OWNER OF niE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF nilS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF AJ-IY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM AJ-IY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. niE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE niE 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 prov1slon in this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions. 

• , ...... 
~· . . ... 

• •• 

• • • • • .. . . 
• • 

243 



244 

.· 
38. EXECUTION. This oil and gas lease musl be signed and acknowledged by the Lessee before II is filed of record in the counly records and 

In lhe General land Office of the Slate of Texas. Once the filing requorements found In Paragraph Jg of th1s lease have been satisfied. lhe effect1ve date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 or the Texas Business and Commerce Code, this lease must be filed or record In the office of the 
County Clerk in any counly 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 unUI a certified copy of this lease (which Is made and certified by the Counly Clerk from his records) Is filed In the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless It 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed fil ing lee shall 
accompany such certified copy to the General Land Office. 

LESS~ #"~ 
BY: - x~· 

CRAIG l . LAIR 

Title : ----:~:--------­

Date: _,/.'-'£"'-"---->U...:._.::5,__-_,Q""-,5>oL-

LESSOR: 

FOR ERNESTINE POOL. LIFE ESTATE 

Individually and as agent lor the State of Texas 

Date: f- f. 0 15-

STATE OF TEXAS 
BY: ______________________________ ___ 

Individually and as agent lor the State of Texas 

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

• • • I 0 
•• • 

• ' : • • • • 

\'!c'' lftt , 
.·. ··"~~ • • ,l,, • \ . 
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nue: __________ -=_ 
Date:_ ..;t./)..a:==-..:.,11-"-L.=-v-O_f __ 
~ ; 

STATE OF TEXAS 
BY: ______________________________ ___ 

Individually and as agent lor the State of Texas 

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

STATE OF TEXAS 
BY: ______________________________ ___ 

Individually and as agent tor the State ot Texas 

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

Mall Instrument back to 
Slate Land Services 

P.O. Box 550 
Big Spring, Texas 79721-0550 

t .. 9 . 
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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 tho foregoing instruments as-------------------­

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

executed tho same for the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of saod corporabon. 

Goven under my hand and seal or offoce th•s the ___ day of---------· 20 __ . 

Notary Publoc on and for-------------

STATE OF TE)(AS (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF~ tu..D INDIVIDUALLY & 

BEFORE ME, tho undersigned authoroty, on this day personally appeared JOHAN RUSSELL TURPIN AGENT ANC:XATTORNEY-IN-FACT 

FOR ERNESTINE POOL. LIFE ESTATE 

known to me to be the persons WhOse names are subscribed to the foregoing Instrument, and acknowledged to me that they executed tho same for the 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared ,.C.:.:RA=..IG...,.L....,B..,LA.c:.:IR,_ _______________ _ 

known to me to be the persons WhOse names are subscribed to the foregoing Instrument, and acknowledged to me that they executed tho same for the 

purposes and consideration therein expressed. M 
Given under my hand and seal of office this the .;;J __ day oV~. 20£6 

MARY E. IETUS 
Notary Pubtoc. State of Texas 

My CommlsSOO(I (xpores 
July D9, 2007 

COUNTY OF __ ~~~~~;;~~~;;~~~;;.-~ 

BEFORE ME, the undersigned authonty, on this day personally appeared szS.!.TJO.Er:.PHu.E"'N~S~ . .!i!B.~ooLA~I~R,__ _____________ _ 

known to me to be the persons WhOse names are subscribed to tho foregoing Instrument, and acknowledged to me that they executed tho same for the 

purposes and consideration therein expressed. 

GIVen under my hand and seal of office thos the \ ,.. day of 

• 
.~ . · 
"''~ . 

• • • • 
• • • • • • • • • • 

12th DAY OF APRIL 

DAY OF APRIL 

·.: X:; :.·:·:.• • 

Notary Pubhc in and for --")~<¢1::::L....:~~~---------------

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

, A.D. 2006 @ 2 : 2Q O' CLOCK ~M. 

LI NDA MCDONALD, COUNTY CLERK 
CULBERSON COUNTY, TEXAS 

AM. & 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF CULBERSON 
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THE SCREWBEAN L.P. V l . 
To: Texas General Land Office 

1700 Congress Ave . Su1te 600 
Austin, TX 78701-1436 

Invoice # Invoice Amt 
100405 12,000.00 
Bonus Consideration for 320 ac. Lease 
covering all depths in the W/2 of Sec. 12, 
Blk 11 3, PSL Survey, A-2085, Culberson 
Ccunty, TX 

• • 
• 

Vendor Code 
TEXGLO 

(f 

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

Check Date ~eck Amount 
10/04/2005 j\ $12,000.00 
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Sfate .Lana & !RJght-ofWay Services 
INCLUDING LAND ADMINISTRATIVE ASSISTANCE 

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

(432) 267-3601 

, 
February 21 , 2006 

Texas General Land Office 
Mineral Leasing Division 
Attn: Drew Reid 
1700 Congress Ave. , Suite 640 
Austin, Texas 78701-1495 

RE: Copies of Sixteen ( 16) Oil and Gas Leases to Relinquishment Act (Mineral Classified) 
Lands covering the West One-half (W/2) of Section 12, Block 11 3, Public School Land 
Survey, Culberson County, Texas, conta ining 320 acres, more or less. 

Dear Mr. Reid: 

Please find enclosed the above referenced Leases for your rev iew and approvaL I have also 
included check #6123 in the amount of $200.00 as p ayment to cover processing fees as required 
by the State. 

The above sixteen leases include two legal descriptions due to being undivided interest leases 
and are described by the following: 

I . The S/2 of the SW/4 of Section 12, Block I 13, Public School Land Survey, Culberson 
County, Texas, conta injng 80.0 acres, more o r less. 

2. The NW/4 and the N/2 of the SW/4 of S ection 12, Block 11 3, Public School Land 
Survey, Culberson County, Texas, containing 240.0 acres, more or less. 

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

If approved, the bonus consideration that will be payable to the State will be in the amount of 
$ 12,000.00. Payments totaling $ 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 fo llowing is a li st of owners 
accounting for I 00% of the surface estate: 

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, Il, tract 2; surface inte re t owned 1/6. 
4. Leslie J . Pari sh, tract 2; surface interest owned 1/9. 
5. James Gi lbert Parish, tract 2; surface interest owned 1/9. 
6. John Dennis Pari sh, tract 2; surface interest owned 1/9 . 
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7. Frankie R. West-Davis, tract 1; surface interest owned J/6. 
8. Mattie Russell Pearson, tract 1; surface interest owned 116. 
9. Maurice Russell Wilson, tract 1; surface interest owned I /6. 
10. Kay Reichenau Ponder, tract 1; surface interest owned 1/1 2. 

I I. Geana R. Pfe iffer, tract I ; surface in terest owned 1/12. 
12. Carl D. Russell , tract I ; surface interest owned I I 12. 

13. Dr. John R. Russell , Jr. , tract 1; surface interest owned 1/ 12. 
14. Ernestine Pool Life Estate, tract I ; surface interest owned I II 
15. Made E. Hambrick, tract l ; surface interest owned 1/18 . 
16. Johan Russell Turpin, tract I ; surface interest owned 1/ 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 correspondence to my attention at Slate 
Land and Right of Way Services, P.O. Box 550, Big S p1ing, TX 7972 1-0550. 

Sincere ly, 

(_.:u_.._(f'-£ ,v-J, /J/)/VI,.r_L VJlt 0' 
Augustine Hemandez 
Landman 

AH/dr 

Encl. 

• • 
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Sfate .Lancf & !Rjgftt-ofWa!f Services 

March 3, 2006 

Texas General Land Office 
Minera l Leasing Division 
Attn: Drew Reid 

INCLUDING LAND ADMINISTRATIVE ASSISTANCE 
P. 0. Box 550 

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

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

R E: Copies of seven (7) Oi l and Gas Leases to Relinquishment Act (Mineral Classified) 
Lands covering all of Section 22, Block 57, T&P Ry. Co. Survey, Twp. 2, Abstract No. 
2026, Reeves County, Texas, containing 644.62 acres, more or less, Save and Except a 
1.0 acre tract of land described by metes and bounds in Warranty Deed dated June 30, 
196 1 from Herbert H. Sandel, et a1, as grantor to AT&T, as grantee, recorded in Volume 
208, Page 2 19 of the Deed Records of Ree es County, Texas, containing 643.62 acres, 
more or less. 

Dear Mr. Reid : 

Please find enclosed the above referenced Leases for your review and approval. I have also 
included check #2735 in the amount of $32,306.00 as payment for the State's share of the bonus 
consideration and to cover processing fees as required by the State. Check # I I 09 in the amount 
of$12,000.00 is payment for the State 's share of the bonus to the W/2 of Section 12, Block 113, 
PSL Survey, Abstract 2085, Culberson County, Texas that were previously forwarded to you for 
approval on February 2 1, 2006. 

The above seven leases are split up into three groups of leases due to being undivided interest 
leases, and they all have the same lega l description. 

The total bonus consideration paid for Section 22 represents $ 100.00 per acre. The primary term 
on each of the leases is for three (3) years, and the delay rentals are $ J 0 per acre for one of the 
group of lessors and $ J per acre for the other group as specified in each lease. The Leases also 
provide for a one-fifth ( I /5) royalty. 

The tota l bonus consideration paid for Section 12 represents $75.00 per acre, the other terms and 
list of the surface owners are on the previous approval letter that l had ent with the lea es dated 
Februa1y 2 1, 2006. 

T he following is a list of owners accounting for I 00% of the surface estate to Section 22: 

I. Jack E. Blake· surface intere t; surface interest owned 1/20. 
2. Mary Pen·y Anderson; surface intere t owned 1/5 . 

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



Page 2 
3. Jack E. Blake, Jr. ; surface interest owned 1/80. 
4. Bruce W. Blake; surface intere t owned 1/80. 
5. Carolyn Blake Johnston; urface intere t owned 1/80 
6. Mark D. Blake; surface interc t owned 1/80. 
7. Jane Ann Sigler and husband , Jim mie B. Sigler; surface intere t owned 1/3. 
8. CBAT Corp.; surface intere t owned 1/6. 
9. Ann Appling Bradford ; surface interest owned 1/5. 

A fter I receive t he two leases that a re c lient had to execute from recordi ng 1 will forward 
cert ifi ed copies of the recorded instruments to replace these leases . 

Thank you for all of your he lp. If you have any questions, please do not hesitate to call me to ll­
free at 1-877-589-8858. Please return any correspondence to my attention at S late Land and 
Right o f Way Services, P.O. Box 550, Big pring, TX 7972 1-0550. 

Sincerely, 

~""'L"" 'fi.1A-~v..f,}-
Augustine Hernandez 
Landman 

A H/dr 

Encl . 
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S eate L Md & i<itfk-o&-'iiJatt S~ 

May26, 2006 

Texas General Land Office 
Mineral Leasing Division 
Attn: Linda Anderson 
1700 N. Congress Ave., Suite 640 
Austin, TX 78701 - 1495 

P.O. BOXSSO 
BIG SPRING, TX 7972Hl550 

(432) 267·3601 

RE: Mineral File Numbers 106269 and 106270. 

Dear Linda: 

Sent via UPS 
# IZ F70 964 22 1001 7449 

_AS TO THE S/2 OF THE SW/4 OF SEC. 12, BLK. 113, PSL SURVEY, CULBERSON CO., TX, CONTArNING 80 ACRES, 
};1:0RE OR LESS . 
.,..- ANNIVERSARY MINERAL AMOUNT 

SURF ACE OWNER LESSEE DATES OF LEASES FlLE NUMBER TO STATE 

I. Frankie R. West-Davis Craig & Stephen Blair June 17,2006 106270 $6.67 
NET ACRES-13.3333 

2. Mattie Russell Pearson Craig & Stephen Blair June 17,2006 106270 $6.67 
NET ACRES-13.3333 

3. Maurice Russell Wilson Crajg & Stephen Blair June 17,2006 106270 $6.67 
NET ACRES-13.333 

4. Kay Reichenau Ponder Craig & Stephen Blajr June 17,2006 106270 $3.33 
NET ACRES-{).6667 

5. Geana R. Pfeiffer Craig & Stephen Blair June 17, 2006 106270 $3 .33 
NET ACRES-6.6667 

6. Carl D. Russell Craig & Stephen Blair June 17, 2006 106270 $3.33 
NET ACRES-6.6667 

1. Dr. John R. Russell Jr. Craig & Stephen Blair June 17, 2006 106270 $3.33 
NET ACRES-6.6667 

8. Ernestine Pool Life Est. Craig & Stephen Blair June 17, 2006 106270 $2.22 
NET ACRES-4.4444 

9. Mada E. Hambrick Craig & Stephen Blair June 17, 2006 106270 $2.22 
NET ACRES-4.4444 

]0. Jobao Russell Turpin Craig & Stephen Blair June 17, 2006 106270 $2.22 
NET ACRES-4.4444 



AS TO THE NW/4 & N/2 OF THE SW/4 OF SEC. 12. BLK. 11 3. P L SURVEY, CULBER 0 ' CO., TX, CO TAT J G 
240 ACRES, MORE OR LESS. 

ANNIVERSARY MfNERAL AMOUNT 
SURFACE OWNER LESSEE DATES OF LEASES FILE NUMBER TO STATE 

I I. Kenneth R. Johnson Craig & Stephen Blai r July 17, 2006 106269 $40.00 
NET ACRES-80.0 

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

13. Landrum L. Medlock, III 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 Gilbert Parish Craig & Stephen Blair July 17, 2006 106269 $13 .33 
NET ACRES-26.6667 

16. John Dennis Parish Craig & Stephen Blair July 17, 2006 106269 $13.33 
NET ACRES-26.6667 

TOTAL DELAY RENTAL $160.00 

If you have any questions, please do not hesitate to our office toll-free at 1-877-589-8858. 

AH/dr 

\\1-lemandez\slsclients\The Mili\Capitan\Parish Sec. I2\Correspondence\Delay Rentals Payable to STATE OF 
TEXAS.doc 
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TEXAS GENERli-L lJ i\NID ·OFIFITCIE 

August 2 1, 2007 

S late Land & Right o f Way Services 
P.O. Box 550 
Big Spring, Texas 7972 1-0550 

Re: Relinquishment Act Lease M F-106270 
80.0 acres out of Section 12, Blk. 113, PSL Survey, 
C ulberson County, Texas 

Dear Mr. Arrington : 

JERRY P ATIERS00! , COMMIS TONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and fi led in our records under Mineral File number M-106270. Please refer to this 
number when ma king payments to the tate and in all future correspondence concerning the 
lease. Failure to include the mineral file number may delay process ing of any payment 

towards the lease. 

Your remittance of $8,124.95, has been applied as the state's portion of the cash bonus $7,999.95, 
along with a processing and fi ling fee in the amolml of$125.00. P lease let me know if you should 

have any questions. 

Sincerely, 

JYtV<--' ~/£' -7 /Jib-
D rew Reid 
Minerals Leasing 
Energy Resources 
(5 12)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 

W\Vw.glo.statc.tx.us 
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