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

A Mar 16 2006 75.00 ACTIVE 
B Feb 23 2006 7 5. 00 ACTIVE 
c Mar 16 2006 150 . 00 ACTIVE 

V EXPIRt D/ 
DATE *I~ 
L.WING =~ 
MAPS ____ _ 

~./~~~~ .A(..-
Rentals: ~~-------~~----

Lease 5----
Admin: 

Mineral 
Maps: 

~ 

CONTROL 

07-109602 

SURVEY 
BLOCK 
TOWNSHIP 
SECTION/TRACT: 
PART 
ACRES 
DEPTH LI MITS 

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

BASEFILE 

107414 -

T & P RY CO 
54 
04S 
16 

600.00 
NO 

COUNTY 

REEVES /195 

FOREST OIL CORPORATION 
Mar 16 2006 
5 yrs 
0.00 
0.00 
0.12500000 

ATIENTION FILE USERS! 
This file has been placed in table 

of contents order. 
RETURN TO VAULT WITH 
DOCUMENTS IN ORDER! 
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R1~unty Petco Lease 
----------~=-~==~~~==~~~~~-=~-------=----------~~--

From: 
To: 
Date: 
Subject: 

Drew: 

"Chris Smith" <chris@perryx2.com> 
"Drew Reid" <drew.reid@glo.state.tx.us> 
4/8/2006 11 :40:44 AM 
Reeves County Petco Lease 

Attached is a proposed lease from Petco Limited covering their 25% interest in the subject tract. 

This is a fax copy. Petco will not deliver an original executed instrument until they receive payment. 

I will need a firm approval, counter or decline. As you know, it is difficult to deliver funds to the surface 
agent before we know if we have a deal with the GLO. 

Please call me when you have a chance. 

Thank you, 

Chris 

Chris Smith, CPL 
P. 0 . Box 3667; Midland, TX 79702 
214 W . Texas Ave., Ste. 1200, Midland, TX 79702 
432-682-1307 x-1 6 
432-683-5086 fax 
www.perryx2.com 
chris@perryx2.com 
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HAL REVIEW SHEET 

TriiiSOOtill # 5168 GeoJooiSt: R. Widmayer 

l.esslr: Petco, Limited Lease Data: 3/18/2006 u~ o 
Less8o: Forest Oill Corporation A eras: 500 '~"/., 

UI 

LEASE lllalJITIIN 

CIIIJty 
REEVES 

PIN# Bas8 RIB No Part 
we£ X ~ 107414 

D - ;::v 

Sac. BIID Twp 
All except 16 54 04S 

Survey 
T & P RYCO 

TIRMIIFHRED TERMS RECIIMMEMID 

PriTa'y T 11'111: 3 years Priwi'Y T arm 3 years 

lknJs/ Aa-a: $300.00 Bonus/Aero L_ $300.00 

Roota/Acra: r- $1.00 Rental/ Aero r $1.00 

Roy~: 1/4 Royalty 1/4 

CI,..ARIINI 

Mf# LBssBo Data Term Bmus/Ac. Roo tall Ac. Roy~ty 

----' '--- --
L 
I 
L c=_ .~ 

j._ 

Monday,April 24,2006 

Oist311!8 

Abst# 
2864 

Last lease 



-
J.lliLINQU1SHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Conunissioner 

Larry Laine, Chief Clerk 

DATE: 24-Apr-06 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Forest Oill Corporation Cow1ty: 

$300.00 

$1 .00 

Prim. Term: 3 years 

Royalty: 114 

Consideration 

Recorrunended : ~A~ 
Not Recommended: ----
Comments: 

~aseForm 
Recommended: f2t:}# 
Not Recommended: ----

Comments: 

Louis Renaud, Deputy Commissioner 

Reconunended: 

Not Reconunended: ----

Bill Warnick, General Counsel 

Reconunended: f!,ia/ 
Not Recommendea: ----

Larry Laine, Chief Clerk 

Approved: ~ 
Not Approved: ___ _ 

ISS toner 

Bonus/Acre 

Rental/ Acre 

Date: 4- .z. & · 0 1-

Date: _...!...J~ ~~--~~~ ck-=----

Date: S / .). / 0 b 
I 

Date: ~?/f7L----=-Pt_ 

Date: __,.j '-'---J lf--'---1 u_~ _ 

Date: 4' v1AA-r (J~ 

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

June 9, 2006 

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

RE: MLRROR AND VERMEJO PROSPECf 
Oil and Gas Leases -Reeves County. Texas 

Dear Mr. Reid: 

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

All of the N/2NW/4 of Section 6, Block 54, T&P Ry. Co. Survey 

(1). Oil & Gas Lease dated May 5, 2006 executed by Camp Colorado Investments, L.P., as recorded in the VOL: 733, PG: 305, 
OPR. 

(2). Oil & Gas Lease dated May 16, 2006 executed by Austen S. Campbell as recorded in the VOL: 733, PG: 295, OPR. 

All of the E/2 of Section 6, Block 54, T-4 T&P Ry. Co. Survey 

(3). Oil & Gas Lease dated April4, 2006 executed by The Hamilton Family Living Revocable Trust, as recorded in the VOL: 
732, PG: 199, OPR. 

All of the NE/4 of Section 6, Block 54, T-4 T&P Ry. Co. Survey 

(4). Oil & Gas Lease dated Apri14, 2006 executed by The Cli fford H. Blatchley and Betty Blatchley Revocable 
Declaration ofTrust, UIAID 12111/2000, as recorded in the VOL: 732, PG: 189, OPR. 

All of the SW/4 of Section 6, Block 54, T-4 T&P R y. Co. Survey 

(5). Oil & Gas Lease dated April 21, 2006 executed by Mary Louise Cardwell, as recorded in the VOL: 732, PG: 179, OPR. 

All of the S/2NW/4 of Section 6, Block 54, T &P Ry. Co. Survey 

(6). Oil & Gas Lease dated April 21 , 2006 executed by Lawrence Wayne McGee, as recorded in the VOL: 732, PG: 169, OPR. 

SE/4 SE/4 Section 8, Block 55, T-4, T&P Ry. Co. Survey 

(7). Oil & Gas Lease dated January 30, 2006 executed by M. Brad Bennett as recorded in the VOL: 733, PG: 260, OPR. 

All of Section 16, Less & e.xcept the NE/4NE/4, Block 54, T -4, T &PRy. Co. Survey 

(8). Oil & Gas Lease dated March 16, 2006 executed by R.C. Slack as recorded in the VOL: 733, PG: 280, OPR. 

(9). Oil & Gas Lease dated February 23, 2006 executed by Nancy Dean Investment Corporation, Robert C. Dean, President as 
recorded in the VOL: 733, PG: 270, OPR 

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

(10). Oil & Gas Lease dated February 14, 2006 executed by Jack Frey Cochran as recorded in the VOL: 732, PG: 322, OPR. 

0609.A• 
j 

) 



(I I). Oil & Gas Lease dated April 19, 2006 executed by Kelly H. Baxter as recorded in the VOL: 732, PG: 228, OPR. 

Also enclosed are the following checks: 
a) Perry & Perry check no. 5346 of$79,916.67 as bonus consideration on leases I thru 6; 
b) Perry & Perry check no. 5349 of$150.00 as filing fee for the lease I thru 6; 
c) Perry & Perry check no. 5333 of$10,025.00 as bonus consideration and filing fee for lease 7; 
d) Perry & Perry check no. 5344 of$22,500.00 as bonus consideration on leases 8 thru 9; 
e) Perry & Perry check no. 5347 of$50.00 as filing fee for the lease 8 thru 9; 
t) Perry & Perry check no. 5345 of $6,631.25 as bonus consideration on lease I 0; 
g) Perry & Perry check no. 5348 of$25.00 as filing fee for the lease 10; and 
h) Perry & Perry check no. 5335 of$4,918.75 as bonus consideration and filing fee for lease II. 

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

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

Yours truly, 

0609.A• 
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TEXA GE ERAL LA D OFFICI: 
R C lack 

anc) Dean 111\cstmcnt Corp. 

/ \ 

. ? c.rru c.. 

\ B-Cash 
VERMEJO- ec. l 6. E/4 E/4 Blk.54.T&P urvc) 

6/9/2006 

, ~ 

5344 

11 .250.00 
11 .250.00 

22.500.00 
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TEXA GE ERAL LA 0 OFFICE 
Camp Colorado lnvestmcntsfLP 
Austen . Campbell 
The llami lton Family Living Revocable f rust 

6/9/2006 

Cl ifford I I. & Belly Blatchle) Revocable Declaration ofl rust 
Mat) Louise Card\\ ell 
Lawrence Wayne McGee 

WNB-Cash VERM EJO - ec.6. Blk.54. r&P urvey 

5346 
/) ., 

C'-<' 4,0QO.OO 
~ \.//, 9 1-6,~,7 . / 

/ .J-6.000.00' ~ 
. , • Y 2._ppo.oa-... . 

. 2(QpO.QO -
3. ooO>'t5o / . ,~ 

I . ( 

/ 

1 79.9 16.67 
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TEXA GENERAL LA D OFFICE 
R C. lack - Filing Fee 
Nancy Dean Investment Corp. - Filing Fcc 

/ • \ I" ('-

B- ash VERM EJO - . cc. l6. E/4 E/4 Blk.54. f&P ' unc) hl111 

6/912006 

5347 

25.00 
25.00 

X 50.00 
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TEXAS GENERAL LA D OFFICE .. 
Camp Colorado 111\ estments. L P- Filing Fee 
Austen . Campbell - Filing Fees 
rhc llamtlton Famil) rrust - Fi ling Fee 
Cli fTord & Betty Blatchlc) -Filing Fee 
Mary Louise Cardwell - Filing Fee 
Lawrence Wayne McGee- Filing Fee 

WNB-Cash VERM EJO- ec.6. Blk.54.T&P urvey- Filing Fees 

6/9/2006 

5349 

25.00 
25.00 
25.00 
25.00 
25.00 
25.00 
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TEXA GENERAL LAND OFFICI-. 
PETCO LIM ITED 

WNB-Cash VERM EJO - ec. I6.LES & EXCEPT E/4NE/4 Blk.54. 

6/ 14/2006 

--
I 
( 

I' 

5354 

K 22.650.00 

" CD 

-n 
::z.: .. 

·-
22,650.00 
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TEXA GE ERAL LA D OFFICE 
PETCO LIMITED- Fil ing Fcc 

W B-Cash VERMEJO- ec. I6.LE S & EXCEPT NE/4NE/4 Blk.54. 

6114/2006 

5355 

X/ 25.00 

_ /2__/ 
,. ._; . ,... 
'I 

\. . 

25.00 
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June 9, 2006 

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

RE: MIRROR AND VERMEJO PROSPECT 
All of Section 16, less & except the NE/4NE/4 
Block 54, T-4, T &PRy. Co. Survey 
Reeves County, Texas 

Dear Mr. Reid: 

Enclosed is a Certified Recorded copy of the Oil & Gas Lease executed by Petco Limited as the 
designated Agent for the State of Texas. 

Also enclosed is check # 5354 in the amount of $22,650.00 for bonus and check # 5355 in the 
amount of $25.00 for filing fee. 

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

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

Yours truly, 

L. Christopher Smith 

0614b.Av 

• • • ••• • • • • • • • • • • • • • • • • • • • •• • • • • • • • • • • • • • • • • •• • • • • • 
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TlEX 

August 3 1, 2006 

Attn: L. Christopher Smith 
Perry & Perry, Inc. 
2 14 Texas Ave. Suite 1200 
Midland , Texas 79702 

Re: RELINQUISHMENT ACT LEASE No. M-1 0657 1 

J ERRY P ATTERSO , C OMMISSlO ER 

300.00 acres out of Section 16 Blk. 54, T-4, T&P Ry. Co. Survey 
Reeves County, Texas 

Dear Mr. Smith: 

The certified copy of the Relinquishment Act lease cove1ing the above referenced tracts has been 
approved and filed in om records under Mineral File number M- l 0657 1. Please refer to this number 
in all future correspondence concerning the lease. 

Your remittance of $45,000.00, has been applied as the state's portion of the cash bonus 
$45,125.00, along with a processing and filing fee in the amount of $125.00. Please let me know if 
you should have any questions. 

Sincerely, 

n~~~-j h., 
Drew Reid 
M inerals Leasing 
Energy Resources 
(51 2) 475-1 534 

MS!DR 

Stephen F: Au~rin Building · 1700 ~onh Con~rcss \,·cnuc • Ausnn, Tcx.t~ 78701-1495 

Post Oni~c Box 12873 · Austin; Texas 78711 2873 

512 463-5001 · BOO 998-4GLO 

www.glo.statc.nc.us 





. . . 
CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY SEPTEMBER 5, 2008· 

COMMISSIONER OF THE GENERAL LAND 

TENDERED TO 

THE SUM OF $11,287.50 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW 
IN AMOUNT STATED PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 

1013112008 
TO 

1013112010 
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

Survey: T&P RR Block/Suffix: 54 Section: 16 Short Desc: ALL SAE 40 AC IN NENE OF SEC 16, BLK 54, TWSP 4, T&PR SVY 

:lAYMENT OPTION TO EXTEND 

EASE NUMBER TX2330051 -001 
~ECORDED: BOOK 723 PAGE sos 

LEASE DATE: 10/31/2005 

ENTRY NUMBER: 672 

PROSPECT: DIXIE LAND 

COUNTY/PARISH REEVES 

=oR CREDIT OF: 

017397 
Acct: 

COMMISSIONER OF THE GENERAL LAND 
OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 1/2 $22,575.00 FOR ADDITIONAL 2 YRS 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

Mt\Ott711 COPY FOR 
YOUR RECORDS 

IMPORTANT 

'he attached check is for the person(s) named above. Please dale, sign 
111d return the attached recetpts on the day you receive it. If directed to 
1 bank, please deposit the amount to the credit fo the person(s) named 
tbove and date, sign and return the receipt on the day you recetve it. If 
:orrespondence required , please make reference to lease number. 

Date Received~~-::--------------1 

Sign Here COPY FOR 
UR RECORDS By ____________ _ _ _ ~ 

nue 

Subtotal 

BANK SERVICE 
CHARGES 

Grand Total 

Check No. 

STATE TX 

AMOUNT 

11 .287.50 

• •• • • • •••• 
• 

• •• • • • •••• 
• 

•••• • •••• 
•• • • • • ••• 

11 ,287.50 

0.00 

11 ,287.50 

36722 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. BOX 18496 
OKLAHOMA CITY, OK 73154 

405/648-6000 

BANK OF OKLAHOMA, N.A. 
OKlAHOMA CITY, OK 36722 

PAY 
TO 

THE 
ORDER 

OF 

... ........... ....... 11 ,287 ' DOLLARS . 50 • CENTS 

COMMISSIONER OF THE GENERAL LAND 

OFFICE OF THE STATE OF TEXAS 
STEPHEN F. AUSTIN BUILDING 
1700 NORTH CONGRESS, SUITE 600 
AUSTIN, TX 78701 

DATE AMOUNT 

09/05/2008 $11 ,287.50 
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LEASE NO. COUNTY 

REEVES 

IMPORTANT 
The Anached check Is for lhe person(s) named above PLEASE DATE, SIGN AND RETURN 
THIS RECEIPT on lhe day you receiVe 11 II direcled 10 a bank. please depostllhe amounllo 
lhe credil of lhe person(s) named above and dale. sign and relum lhe receipl on lhe day you 
recetve it II correspondence Is required, please make reference 10 lease number 

DATE: 

SIGN HERE: 

FOREST OIL CORPORATION / 

TX 

000019 245980 

DEPOSIT TO THE CREDIT OF: 

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

Check No. 811625 
IN PAYMENT OF DELAY RENTAL SHUT·IN ROYAL TV/MIN ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TEAMS OF LEASE IDENTIFIED HEREIN 

I LEASE I I I RECORDED I RENTAL PERIOD 
r---~LEA~S~E~N~O~·------~-D~A~T~E~~-----------C~O~U~N~TY~----------~-S~T~·~--~B~O~O~K--~1--~P~A~G~E~~-M~O~S~. ~~-B~E~G~I~NN~InN~G • 

05036-000012-C 03/16 /06 REEVES TX 733 280 12 03/16/p~ .• 
STATE OF TEXAS M 106571 
PROPERTY DESCRIPTION: A DEPOSIT TO THE CREDIT OF: 

Prospect: MIRROR 

Twp Blk Sec 
T&P RR CO SURVEY 54 16 

Gr acs: 600.0000 Net acs: 75.0000 
ALL - LESS AND EXCEPT THE NENE 

\ }- \ 
PAYABLE TO: 

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

• • • • •• • 

•• • • •• • 
• • . • • •• • 

33;voo s- TOTALAMOUNTw. 11,287.50 
RENTAL AMOUNT: 11, 287.50 I 

DAI'I.IV I""UAO~ • 
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FM 18009039 - 092005 
000008 226797 

RENTAL PERIOD 
COUNTY MOS. BEGINNING 

REEVES TX 733 270 12 02/23/09 

IMPORTANT 
The Attached check Is for the person(s) named above. PLEASE DATE, SIGN AND RETURN 
THIS RECEIPT on the day you receive It If directed to a bank, please deposit the amount to 
the credit of the person(s) named above and date, sign and retum the receipt on the day you 
receive it. ~ correspondence Is required, please make reference to lease number. 

DATE: 

SIGN HERE: / 

I 

09007975 
DEPOSIT TO THE CREDIT OF: 

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

FOREST OIL CORPORATION \ Check No . 811546 
IN PAYMENT OF DELAY RENTAL SHUT-M AOYAL TV/MIN. ROYALTY TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TEAMS OF LEASE IDENTIFIED HEREIN 

• • •••••• • 
• 

• • •••••• • 
•••• • •••• 
• .... 

• •••• 
••• • • • •• • 

I LEASE I I l RECORDED l RENTAL PERIOD 
LEASE NO. DATE COUNTY ST. BOOK _1 PAGE MOS. 1 BEGINNING 

05036-000012-B 02/23/06 REEVES TX 733 270 12 02/23/09 
STATE OF TEXAS M 106571 B 
PROPERTY DESCRIPTION: DEPOSIT TO THE CREDIT OF: 

Prospect: MIRROR 

Twp Blk 
T &P RR CO SURVEY 54 

Gr acs: 600.0000 Net acs: 75.0000 
ALL - LESS AND EXCEPT THE NENE 

Sec 
16 

L:l \ 
PAYABLE TO: 

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



• 

LEASE NO. COUNTY 

REEVES 

IMPORTANT 
The Attached check Is for the person(s) named above. PLEASE DATE. SIGN AND RETURN 
THIS RECEIPT on the day you receive it. If d~rected to a bank. please depos1t the amount to 
the aedtt of the person(s) named above and date. s1gn and retum the receipt on the day you 
receive it. If co<respondence Is required. please make reference to lease number 

DATE: 
SIGN HERE: 

FOREST OIL CORPORATION , / 

000017 245978 

811623 
RENTAL PERIOD 
MOS. BEGINNING 

TX 734 12 03/16/09 

090G :J165 
•• • • . .. 

DEPOSIT TO THE CREDIT OF: • 

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

Check No. 811623 

• • • • .. 
• 

•••• 
•••• 

• •• • • •••• 

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

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

05036-000012-A 03 / 16/06 REEVES TX 734 439 12 03/16/09 
STATE OF TEXAS M 106571f7 
PROPERTY DESCRIPTION: \...- DEPOSIT TO THE CREDIT OF: 

Prospec t: MIRROR 

Twp Blk Sec 
T&P RR CO SURVEY 54 16 

Gr acs: 600.0000 Net acs: 150.0000 
ALL - LESS AND EXCEPT THE NENE 

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

TOTALAMOUNTQ(. 22,575.00 
RENTALAMOUNT: 22,575.00 

DAI\I lt' i"""UI\0~ · 
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11/18/2010 13 : 28 FAX 512 475 1543 
;---' 

ENERGY RESOURCES ~ 001 

TRANSMISSION OK 

TX/RX NO 
RECIP IENT ADDRESS 
DES TINATI ON ID 
ST . TIME 
TIME USE 
PAGES SEN T 
RESU LT 

********************* 
*** TX REPORT *** 
********************* 

3708 
94324452994 

11/18 13 : 27 
00'58 

2 
OK 

FACSIMILE 
Te xas Ge n eral Land Off i ce • Je rry Patterson • Commiss io ner 

Date: November 18,2010 

To: Sandra From: Harriet Dunne 
!y~ 

Company: R. C. Slack Sender's Fax No,; 512-475-1543 

Fax No.: 432-445-2994 Sender's Phone No.: 512-475-1579 

Phone No.: Pages: 2 

Re; Delay Rentals on MF106571 

Sandra, 
Robe.rt Hatter asked me to research the rentals on the R. C. Slack lease covering: 

All of Sec 16, less and except the NE/4 NE/4, Blk 54, T -4, T & PRy Co Survey, in Reeves 
County, TX. 

We did receive the 4th and 51
h year rentals under this lease. A (Opy of the check stub is 

included with this fax. The check was received by the GLO on February 5, 2009 from 
Forest Oil Corporation, 

Please let me know if you need anything further. 



FACSIMILE 
Texas General Land Office • Jerry Patterson • Commissioner 

Date: November 18, 2010 

To: Sandra From: Harriet Dunne ')·1 ~ 
Company: R. C. Slack Sende•·'s Fax No.: 512-475-1543 

Fax No.: 432-445-2994 Sender 's Phone No.: 512-475-1579 

Phone No.: Pages: 2 

Re: Delay Rentals on MF106571 

Sandra, 
Robert Hatter asked me to research the rentals on the R. C. Slack lease covering: 

All of Sec 16, less a nd except the NE/4 NE/4, Blk 54, T-4, T & PRy Co Survey, in Reeves 
County, TX. 

We did receive the 4th and st" year rentals under this lease. A copy of the check stub is 
included with this fax. T he check was received by the GLO on February 5, 2009 from 
Forest Oil Corporation. 

P lease let me know if you need anything further. 

The information in th is facsimile is intended only for the individual or entity named above. I fthe reader of this message is not 
the intended recipient, or the employee or agent responsible to deliver it to the intended recipient, you are hereby notified that any 
dissemination. distribut ion or copying of this communication is strictly prohibited. If you received this communication in error, 
please notify us immediately by telephone and return the original message to us at the address below via the U.S. Postal Service. 

1700 North Congress Ave. • Austin, Texas 78701 -1495 

P.O. Box 12873 • Austin, Texas 78711-2873 

512 -46 3 - 5001 • 1-800-998-4GLO 
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COUNTY 

REEVES 

IMPORTANT 
The Anached check Is lor lhe person(s) named above PLEASE DATE. SIGN AND RETURN 
THIS RECEIPT on lhe day you receive 11. H dlrecled 10 a bank. please depos111he amounllo 
lhe etedil ollhe person(s) named above and dale, s1gn and relum lhe receopl on lhe day you 
receove 1t If correspondence IS requored, please make reference 10 lease number. 

DATE: 
SIGN HERE: 

FOREST OIL CORPORATION / 

TX 

000019 245980 

811625 
RENTAL PERIOD 
MOS. BEGINNING 

o9o09161 12 03/ 1 6/09 

DEPOSIT TO THE CREDIT OF: 

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

Check No. 811625 
IN PAYMENT OF DELAY RENTAL SHUT·IN ROYALTY/MIN ROYAL TV TO PARTY OR PARTIES NAMED BELOW PURSUANT TO THE TERMS OF LEASE IDENTIFIED HEREIN 

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

COUNTY ST. BOOK 1 PAGE MOS. 1 BEGINNING 

05036-000012-C 03/16/06 REEVES 
STATE OF TEXAS M 106571 
PROPERTY DESCRIPTION: A 

Prospect : MIRROR 

Twp Blk Sec 
T&P RR CO SURVEY 54 16 

Gr a cs: 600.0000 Net acs: 75.0000 
ALL - LESS AND EXCEPT THE NENE 

\ )- \ 

TX 733 280 12 03/16/ JS 

DEPOSIT TO THE CREDIT OF: 

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

3 3 ) /_00 
~ TOTALAMOUNT~. 11,287.50 

l,P u RENTALAMOUNT: 11,287.50 I L_ _______________________________________________________________________ B_A_N_K_C_H_A_R_G_ : ________ ~ 
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~ 1/16/2010) Harriet Dunne- For~e~st~-~S~Ia~c~k~L~e~a~se~~~~~~~~~~~~~~~~~~~~~~~~-P~a~ge~1 

From: 
To: 
Date: 
Subject: 

Robert Hatter 
Dunne, Harriet 
11/ 16/ 2010 11:21 AM 
Forest - Slack Lease 

Sandra with R. C. Slack asked for evidence that we received the rental from Forest. I th ink you pulled 
the file (MF-106571). Her fax number is ( 432) 445-2994 if you found anything. 

Thanks, 

Robert Hatter, Director 
Mineral Leasing Division 
Texas General Land Office 
(512) 475-1542 (office) 
(512) 475-1543 (fax) 
robert. hatter@g lo.state. tx. us 
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FILE// 2719 

o.n..l Land Offtco 
Rellnqulahment Act Le- Form 
R~ Seplltmber 1997 

280·· 

~ustin, m:exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this 1Wll_ day ofaM111aiLircb<I.L------·2~ , between the State of Texas, acting 

of P 0 Box 820 Pecos Texas 79772 

(Give Permanent Address) 

said agent herein referred to as the owner of the soli (whether one or more), and _,F;;.,o,.re"'su.t.>.Owll_,c.,.o ... rpo....,ra .. ll.,.oun _________ _____ _ 

of 707 1 f' Street Sylte 3600 peoyer. Colorado 80202 hereinafter called Lessee. 

(Give Permanent Address) 

1. GRANTING CLAUSE. For and In consideration of the amounts staled below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soli, hereby grants, leases and lets unto Lessee, fo< 
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 Reeves County, State of Texas, to-wtt 

All of SectJon 16, less & except the NE/4NE/4 
Block 54, T -4 
T & P Ry. Co. Survey 

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF 

containing .w:BOQ..,..oo..,._ ____ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Eleyen Thousand Two Hundred F!ftv - and no/100's 

Dollars ($-"-11.....,.2s...,o,..o..,o.__ _____ _ 

To the owner of the soil: Eleyen ;houS4•:r.t1L:T[lwor.5l_HtiuUJn:Kdlc!red11!1JFEllftltvt=.== ::a.aOJnd:l.== ==inoogl.J11!00l!L.I's;:== = ===== 

Dollars ($11,250.00 

Total bonus consideration: Twentv Two Thoysnad Flye Hundred and no/lOO's 

Dollars ($22 500 00 

The total bonus consideration paid represents a bonus of J]htlJr:llell.e.J:IHluull!nd:lrr.Qiedrl..:==::jail.[ndlll::== =::OOO!!J/[llQIOOil.:'s:L====-----------

---------------- Dollars ($,.,300..,.,,00 ..... ____ ,) per acre. on .~..7s.,..,oo.._ _ _ _ _ net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of lhree 13l 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 !rom the sale or other authorized cornmerdal use of the substance(s) 
covered exceed out of pocket operational expenses lor the six months last past. 

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

• •• • • • . .. • • • • • ! •• 

• • • • • • • • 

True and Correct 
copy of 

Original filed in 
Reeves County 

e .. 
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----------------------------·--------~--~------------~~--~~----~~------~ 

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

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

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

To the owner of the soli: Seventy Fjye and no/100's PAID UP 

Dollars ($Z:i !l!l 

To the State of Texas: Seventy Flye and no/l!l!l's PAID UP 

Dollars ($Z:i !l!l 

Total Delay Rental: One Hundred Fjtty and no/1!l!l's PAID UP 

Dollars ($1 :i!l.QQ 

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 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 suocessor 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 until thirty (30) days after the owner of the soli shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

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

(A) OIL. Royalty payable on oil, which Is defined as lnduding all hydrocarbons produced In a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equlpmen~ as hereinafter provided, 
shall be 114 part of the gross production or the market value thereof, at the option of the owner of the soli or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium. If any, offered or paid for oil , condensate. distillate. or other liquid 
hydrocarbons. respectively. o1 a like type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof. whichever Is the greater. lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed In a plant. It will be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, In wriUng, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as oil In subparagraph (A) above. produced from any well on said land (except as provided herein with respect to gas processed In a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of 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 tesUng 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 114 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas altJibutable 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 attr1butable to the gas produ~ from this lease; provided that If liquid hydrocarbons are 
recovered from gas processed In a plant In which lessee (or Its parenl subsidiary or affi liate) owns an Interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (SOO.Io) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotia ted at arm's length (or If there Is no such third party, the highest percent then being specified In processing agreements or con!Jads 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 114 part of 
the gross production of such products. or the market value thereof, at the option of the owner of the soli or the Commissioner of the General Land Office. 
such market value to be determined as follows; 1) on the basis of the highest market price of each product for the same month In which such product Is 
produced. or 2) on 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 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 amoun~ then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 

•: 

• • • • • • • • • • •• • • • • • • •• • 
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8. ROYALTY IN KIND. Notwilhstandlng any other provision In this lease, at any time or from time to time. the owner of the soU 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 soli'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 soli's or the Commissioner of the General Land Office's rights 
or lessee's obligations, wllelher eXI)r8SS or Implied, under this lease. 

7. NO DEDUCTlOHS. Lessee agrees that all royalties accruing under this lease (Including those paid In kind) shall be without deduction ror 
the cost of producing, gathering, storing, separating, tJaating, dehydrating. compressing, processing. transporting, and otherwise making the oil, gas and 
other products hereunder ready ror sale or use. lessee agrees to compute end pay royaiUes 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 lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant. Notwithstanding any other provision of this lease. and subject to the written consent of 
the owner of the soli and the Commissioner of the General Land Office, Lessee may recyde gas for gas lift purposes on the leased premises or ror 
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 entities the royalty owners to a 
royalty under this lease. 

II. ROYALTY PAYMENTS AND REPORTS. All royalties not taken In kind shall be paid to the Commissioner of the General land Office at 
Austin, Texas, In the tollowtng manner. 

Payment of royalty on production of oil and gas shall be as provided In the rules set rorth In the Texas Register. Rules currently provide that royalty on oil 
Is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas Is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the aflldavlt of the owner, manager or other authOOzed agent, completed In the form and mamer prescribed by the General land Office 
and showing the gross amount and disposition of all oil and gas produced and the marl<et value of the oil and gas, together with a COPY of all documents, 
records or reports conftrmlng the gross production, disposition and marl<et value Including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipelines. tanks. or pools and gas lines or gas storage, and any olher reports or records 
which the General land Office may require to verify the gross production, disposition and marl<et value. In au cases the authority of a manager or agent 
to act for the lessee herein must be flied In the General land Office. Each royalty payment shall be accompanied by a check stub. schedule, summary 
or other remittance advice showing by the assigned General Land Office loase number the amount of royally being paid on eadllaase. If Lessee pays 
his royalty on or before thirty (30) days after the royalt;· 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 10o/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 flied when due shall incur a penalty In an amount set by the General Land Office administrative rule 
wlllch Is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear al responsibility for paying or causing 
royalties to be paid as prescribed by the due data 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 data on which royalties were originally due. The above penally provisions shall not apply In 
cases of titie dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair marl<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall amually fumlsh 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 shaU furnish said Commissioner with copies of 
all oontracts under which gas Is sold or processed and all subsequent &Q(eements and amendments to such oontracts wi thin thirty (30) days after 
entering Into or making such contracts, agreements or amendments. Such oontracts and agreements when received by the General Land Office shall be 
held In oonfldence by the General Land Office unless otherwise aulhor1zed by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marl<eting of the oil and gas produced on said premises, lndudlng 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 
Attomey General, the Govemor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notlce 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.orl<over, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General land Office shall lndude copies of Railroad Commission forms for application to drill. Copies of wen tes ts, 
completion reports and plugging reports shall be supplied to the General land Office at the Ume they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other flllngs that reference this lease or any spedftc 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 tiUe. AddiUonally, In accordance with Railroad Commission 
rules, any slgnage on the leased premises for the purpose of Identifying wells, tank batteries or other assodated Improvements to the land must also 
lndude the word 'Slate.' Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
lnfonnatlon relative to the operation of the abov!Hlescribed premises, which may be requested by the General Land Office, In addition to those herein 
expressly provided for. Lessee shall have an eleclllcal and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well , of all wells drilled on the above described premises and shan 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) PENALTIES. Lessee shall Incur a penalty whenever reports, documents or other mater1als are not filed In the General land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which Is effective on the date when the matertals were due In 
the General land Office. 

11. DRY HOLEICESSAnON OF PRODUCTION DURING PRIMARY TERM. If, durfng the primary term hereof and prior to discovery and 
production of oil or gas on said land, lessee should drill a dry hole or holes thereon, or If during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shaD not terminate if on or 
berore the explradon of sixty (60) days from date of compledon or said dry hole or cessation of production Lessee commences addltlonal driHing or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same mamer as provided in this lease. If, dur1ng the last year of the 
primary term or within s ixty (60) days prior thereto, a dry hole be completed and abllndoned, or the production of oil or gas should cease ror any cause, 
Lessee's rights shalt remain In full force and effect without further operaUons until the expiration of the primary term; and if Lessee has not resumed 
production In paying quantities at the expiration of the primary term, lessee may maintain this lease by conducting additional drilling or reworking 

• • • ••• • • • • • • • • • • • • • ••• • . • •• • • • • • • • • • • • • • • • . 
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operations pursuant to Paragraph 13, using the explration of the primary term as the date of cessation of production under Paragn~ph 13. Should lhe first 
welt or any subsequent wetl drltled on the above described land be oompleted as a shut~n oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of oompletion of such shut~n oil or gas wen and upon the failure to make such payment, this lease shaU Ipso facto tenninate. If at the 
expiration of the primary tenn or any time thereafter a shut-In oll or gas well Is located on the leased premises. payments may be made In accordance 
with the shuHn provisions hereof. 

12. DRIWNG 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 i s then engaged In drilling or r8WC)(1(fng operations thereon, this lease shaD remain In force so long as operations on 
said well or for drilling or r8WC)(1(fng of any additional wells are prosecuted In good faith and In workmanlike manner without lntenvptions totaWng 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 oompensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause. this lease shall not terminate If Lessee oommences additional drilling or r8WC)(1(fng 
operations within sixty (60) days after such cessation. and this lease shatl remain In tun force and effect for so long as such operations oontinue In good 
faith and In worl<manllke manner without Interruptions totaling more than sixty (60) days. If such drilling or reworking operations result In the producdon 
of oil or gas. the lease shall remain In tun force and effect for so long as oil or gas Is produced from the leased premises In paying quantities or payment 
of shut~n oil or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by law. If the drifting or r8WC)(1(fng 
operations result In the oompletion of a well as a dry hole, the lease witl not terminate If the Lessee oommences additional dnlllng or r8WC)(1(fng 
operations within sixty (60) days after the oompletion of the well as a dry hole, and this lease shall remain In effect so long as Lessee oontinues dnlhng or 
reworking operations in good faith and In a worl<manlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well' means any wetl thai has been assigned a wetl number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary tenn of a lease that. until being shut in , was being 
maintained In force and effect, a wetl capable of producing oil or gas In paying quantities Is located on the leased premises. but oil or gas Is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1,200 a year for each well capable of producing oil or gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective, each Initial shut-In oil or gas ooyalty must be paid on or before: (1) the expiration of the primary tenn, (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 r8WC)(1(fng operation In accordance 
with the lease provisions: whichever date Is latest Such payment shall be made one-half (112) to the Commissioner o f the General Land Office and one­
half (112) to the owner of the soli. If the shut-In oil or gas royalty Is paid, the lease shatl be oonsldered to be a producing lease and the payment shall 
extend the tenn of the lease for a period of one year from the end of the primary tenn. or from the flrst day of the month following the month In which 
production ceased, and, alter 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. 

1 5. COMPENSATORY ROYAL TIES. If, during the period the lease Is kept In effect by payment of the shut~n 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 oompleted In the same producing 
reservoir, or In any case in which drainage Is occurring, the right to continue to maintain the lease by paying the shut~n oil or gas royalty shall cease. but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for lour more 
successive years by Lessee paying oompensatory royalty at the royalty rate provided In the lease of the ma11tet value of producdon from the well causing 
the drainage or which Is oompleted In the same producing reservoir and wflhln one thousand ( 1,000) feet of the leased premises. The compen$8tory 
royalty Is to be paid monthly. one-half ( 112) to the Commissioner of the General Land Office and one-lhalf (112) to the owner of the son. beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the wei causing the drainage or that Is completed In the 
same producing reservoir and located wfthln 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 difference wfthln 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 wfth Paragraph 9 of this 
lease. None of these provisions wfll relieve Lessee of the obligation of reasonable development nor the obligation to driD offset wells as provided In 
Texas Natural Resources Code 52.173: howev8f, at the detennlnation of the Commissioner, and with the Commlsslone(s written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

18. RETAINED ACREAGE. Notwithstanding any provision of this lease to the oontrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee slhell 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 
tennlnate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 aaes 
surrounding each gas well capable of producing In paying quantities (Including a slhut-ln oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee is then engaged In oonUnuous drilling or r8WC)(1(fng operations, or (2) the number of acres Included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151·52.154, or (3) such greater or lesser number of aues as may then be allocated for producdon 
purposes to a proration unit for each such producing welt under the rules and regulations of the Railroad Commission of Texas, or any suocessor 
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 aueage Is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the tennlnaUon of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless oontinue to have the right of lnglll$5 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof, together with easements and rights-<>f·way for 
existing roads. existing pipelines and other existing facilities on. over and across all the lands described In Paragraph 1 hereof ("the retained lands' ), for 
access to and from the retained lands and for the gathering or transportation of oil , gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL In lhe eveollhls lease Is In force and effect IWo (2) years after lhe explraUon dale or lhe primary or extended tenn It shall 
lurther tennlnate as to all deplhs below 100 leet below lhe total deplh drilled (hereinafter 'deeper deplhs') In each well located on acreage retained In 
Paragraph 16 (A) above, unless on or belore IWo (2) years after lhe primary or extended term Lessee pays an amount equal to on&-half (112) or lhe 
bonus originally paid as oonsldtwation lor lhls lease (as specified on page 1 hereof). II such amount Is paid, lhls lease shall be In lon::e and enect as to 
such deeper deplhs, and said tennlnation shall be delayed for an additional penod ol IWo (2) years and so long !hereafter as oil or gas Is produced In 
paying quantiUes from such deeper deplhs covered by lhl:; lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be In lhe lorm or a 
square wilh the well located In lhe center lhereol. or such other shape as may be approved by lhe Commissioner of lhe General Land omce. Within 
lhirty (30) days after parUal tennlnation o f lhls lease as provided herein, Lessee shall exearte and reoonl a release or releases containing a saUslactory 
legal desa1pdon of lhe 8Cf88g8 and/or deplhs not retained hereunder. The reoonled release. or a C811ffled copy or same, shall be flied In lhe General 
Land Office, accompanied by lhe ftllng lee prescribed by the General land Office rules In effect on the date the release Is flied. II Lessee falls or reluses 
to execute and record such release or releases wllhln ninety (90) days alter being requested to do so by lhe General Land Offtce, lhen lhe 
Commissioner at his sole discretion may designate by wr111en Instrument lhe acreage and/or deplhs to be released hereunder and record such 
Instrument at Lessee's expense In lhe county or counties where the lease Is located and In lhe official records ol lhe General Land Offtce and such 
designation shall be binding upon Lessee lor all purposes. 

17. OFFSET WELLS. Nellher lhe bonus, delay rentals. nor royalties paid, or to be paid, under this lease shall relieve lessee or his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent In control or lhe leased 
premises shall drill as many wells as lhe facts may justily and shall use appropriate means and drill to a deplh necessary to prevent undue drainage of 
oil and gas !rom lhe teased premises. In addiUon, If oil and/or gas should be produced In commercial quantities within 1,000 leet ol lhe leased premises, 
or In any case where the leased premises Is being drained by production or oil or gas, the lessee. sublessee, receiver or other agent In control of lhe 
leased premises shall In good fallh begin the drilling of a well or wells upon lhe leased premises witNn 100 days alt• lhe draining weD or wells or lhe 
well or wells completed within 1,000 feet or the leased premises start producing In commercial quantiUes and Shal1 prosecute such driiUng wilh diligence. 
Failure to satisly lhe statutory offset obllgaUon may subject this lease and the owner ol lhe soli's agency rights to lorfelture. Only upon lhe determination 
or the Commissioner or the General Land Office and with his written approval may the payment ol compensatory royalty under applicable statutory 
parameters sadsly the obligation to drill an offset well or wells required under this paragraph. 

1 a. FORCE MAJEURE. If, alter a good fallh enorL Lessee Is prevented from complying with any express or Implied covenant of lhls lease, 
!rom conducting drilling operations on the leased premises. or from producing oil or gas rrom the leased premises by reason or war, rebeltlon, riots, 
strikes, acts ol God. or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply wilh such 
covenant shall be suspended and Lessee shall not be liable for damages lor failure to comply wllh such covenants; additionally, lhls lease shall be 
extended while Lessee Is prevented, by any such cause, !rom conducting drilling and rewor1dng operadons 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 or such drilling or rewoodng operations or production of oil or gas. 

111. WARRANTY CLAUSE. The owner or the soli warrants and agrees to deland tide to the teased premises. II the owner or the soli defaults 
In payments owed on the leased premises, then Lessee may redeem the rights ol lhe owner of the soli In lhe leased premises by paying any mortgage, 
taxes or other liens on lhe leased premises. If Lessee makes payments on behalf of the owner or the soli under this paragraph, Lessee may recov• lhe 
cost or lhese payments from the rental and royalties due lhe owner or lhe soli. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. lllhe owner ot the soli owns less lhan the entire undivided 5\Kface estate In lhe above 
described land, whether or not Lessee's Interest Is sped fled herein, then lhe royaiUes and rental herein provided to be paid to lhe owne< of lhe soil shal 
be paid to him In lhe proportion which his Interest beans lo lhe andre undivided surface estate and lhe royalties and rental herein provided to be paid to 
the Commissioner ol the General Land Office ol the State or Texas shall ba likewise proporUonately reduced. However, belore Lessee adjusts lhe 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of lhe 
General Land Office a wrillen statement which explains the dlsaepancy between the Interest purportedly leased under this lease and lhe actuallnlerest 
owned by the owner of lhe soli. The Commissioner or the Gern!ral Land Office shall be paid the value of lhe whole production allocable to any undivided 
Interest not covered by a lease. tess the proportionate development and producUon cost allocable to such undivided Interest. However, In no event shall 
lhe 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) or such gross production. 

(B ) REDUCTION OF PAYMENTS. II, during the primary term, a portion ol the land covered by lhls lease Is Included within the boundaries 
or a pooled unit lhal has been approved by the School Land Board and the owner or the soli In accordance with Natural Resources Code Sedlons 
52.151-52.154, or If, at any time after the expiration of the primary term or lhe extended term, this lease covers a lesser number of acres than lhe total 
amount described herein, payments that are made on a per acre basis hereunder shall ba reduced according to the number or acres pooled, released, 
surrend&fed. or olherwtse severed. so thet payments determined on a per acre basis under the lenns or this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries ol a pooled unit, or, II alter the expiration ol lhe primary tenn, lhe number or acres 
actually retained and covered by lhls lease. 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under lhls lease except water 
from walls or tanks of the owner or the soli; provided, however, Lessee shall not usa potable water or water suitable lor llvestocil or Irrigation putp0$8S 

for waterflood operations without the prior consent of the owner of the soli. 

22. AliTHORIZED DAMAGES. Lessee shan pay the owner of the soli lor damages caused by Its operations to all personal property, 
Improvements, lvestocil and crops on said land. 

23. PIPEUNE DEPTH. When requested by the owner or the soli, lessee shall bury Its pipelines below plow depth. 

2A. WELL LOCATION LIMIT. No well shall be drilled nearer than IWo hundred (200) feet to any house or bam now on said premises wilhout 
the written consent or the owner or lhe soli. 
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25. POLLUTION. In developing lhls area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. 'Mthout 
limiting the foregoing, pollution or coastal weUands, natural waterways, rivers and Impounded water shall be prevented by the use of oontalnment 
facJIIties 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 banenes so as to protect livestock against loss, damage or Injury; and upon 
oompletion or abandonment of any well or wells, Lessee shall fill and l&vel all slush pits and cellars and oompletely dean up the drilling site of all rubbish 
thereon. Lessee shall, while oonducting operations on the leased premises, keep said premises free of all rubbish, cans, botlles, paper cups or garbage, 
and upon oompletion of operations shall restore the surface of the land to as near Its original oondltion and oontours 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 ftxtures placed 
by Lessee on the leased premises, lnciudlng 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 or the soli grants Lessee an extension of thls 1 2<klay periOd. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days wrinen 
notice to the Commissioner o f the General Land Office and to the owner of the soli. The owner of the soli shall beoome the owner or any machinery, 
fixtures. or casing which are not timely removed by Lessee under the terms of thls paragraph. 

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

(B) ASSIGNMENT UMITATION. Notwithstanding any provision In Paragraph 27(a). If the owner of the soli aoquires thls lease In wllole 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 assigrvnent and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as If it were made to the owner of the soli If the 
assignee Is: 

(1) a nominee of the owner or the soli: 
(2) a oorporation or subsidiary In which the owner of the soli Is a principal stod<holder 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 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 soli; Including but not limited to a guardian, trustee, executor, administrator, receiver. or oonservator for the 
owner of the soli: or 
(7) a family member of the owner of the soli or related to the owner or the soli by marriage, blood, or adoption. 

28. RELEASES. Under the oondltions 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 oovering ~ny 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 thls lease Is prop9(1y SUrTendered, 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 llabllldes which may have accrued under thls lease prior to the 
surrender of such acreage. 

2il. 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 oounty where the land Is situated, and the recorded Instrument, or a oopy of the reoorded Instrument certified by the County Clerk of the 
oounty In which the Instrument Is reoorded, must be filed In the General Land Offlce within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment Is not so ftled, the rights aoquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the aboviHlescribed land have been lnciuded In thls lnstrumen~ 
Including the statement of the true oonslderaUon to be paid for the execution of this lease and the rights and duties or the parties. Any ootlaterat 
agreements ooncemlng the development of oil and gas from the leased premises which are not contained In this lease render thls lease Invalid. 

31. FIDUCIARY DUTY. The owner or the soli owes the State a fiduciary duty and must tuty disclose any facts affecting the State's Interest In 
the leased premises. When the Interests of the owner of the soli oonftlct with those of the State, the owner of the soil Is obligated to put the State's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment or any sum withln thlrty days after It beoomes due, or If Lessee or an 
authorized agent should knovvlngly make any false return or false repori oonceming 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 Offtce. or If Lessee 
should fall to file reports In the manner required by law or fall to oomply with rules and regulations promulgated by the General Land Offtce, the School 
Land Board, or the Railroad Commission. or If Lessee should refuse the proper authority aocess to the records pertaining to operations, or If Lessee or 
an authorized agent shOUld knowingly fall or refuse to give correct Information to the proper authority, or knowingly fall or refuse to furnish the General 
Land Office a oorrectlog of any well, or If Lessee shall knowingly violate any of the material provlslons of thls lease, or If lhls lease Is anlgned and the 
assigrvnent Is not filed in the General Land Offlce as required by law, tho rights aoquired under thls lease shall be subject to forfeiture by the 
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Commissioner, and he shall forlelt same ~ suflidendy Informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law Of by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and aa rights thereunder 
reinstated before the rights of another Intervene upon saUsfactory evidence to the Commissioner of the General Land Office of future compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. UEN. In aocordance with Texas Natural Resources Code 52.136. the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease. Lessee grants the State, In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable staMory lien, an 
express conttactual lien on and security Interest In all leased minerals In and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party. and all fixtures on and Improvements to the 
leased premises used In connection with the production or processing of such leased minerals In order to secure the payment of 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 Of 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 Tide 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no priOf ()( superiOf liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation Is not true. then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty Interest of the owner of the soli under this lease with any other 
leasehold or mineral Interest fOf the exploration, development sod production of oil Of gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the Inclusion of this provision In this lease satisfies the 
execution requirements staled 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, subconttactors. guests. Invitees. and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages Is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, Its officers, employees, and agents arising out of, Incidental to, or resulting from, the operations 
of Of fOf Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for. exonerate, Indemnify. 
defend and hold harmless the State of Texas and the owner of the soil, their officers. employees and agents, their successors Of assigns, against any 
and ali claims, liabilities. losses, damages, actions, personal injury (Including death), costs and expenses, or other harm for which recovery of damages 
Is sought. under any theory Including tort. conttact. 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 taws; those arising 
from or in any way related to Lessee's operations Of 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 Of provisions of this Agreement 
or any other act or omission of Lessee. Its directors. off1C9rs, employees, partners, agents. conttactors, suboonttactors, guests, Invitees. and their 
respective successors and assigns. Each assignee of this Agreement. or an Interest therein. agrees to be liable for. exonerate. Indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents In the same maMer provided above In connectJon with 
the activities of Lessee. Its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HERE.IN, 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-EXISnNG CONDITIONS), STRICT UABILITY, 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. 

38. 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 sttata, ambient air or any 
other environmental medium In, on, or under, the leased premises. by any waste, pollutant. Of contaminant. Lessee shall not bring Of permit to remain on 
the leased premises any asbestos containing materials, explosives. toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance" Is defined In the COfnprehenslve Environmental Response. Compensation and Uabillty Act 
(CERCLo\), 42 U.S.C. Sections 9601, et seq.), Of toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored In the usual mamer and quantities. 
LESSEE'S VIOLAnON 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 A GAINST 
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 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 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 
APPUCABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABIL ITY 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 OBLIGAnONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS A GREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and If any provision In this lease does not conform to these 
statutes, the statutes wilt 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 effecUve date 
of this lease shall be the date found on Page 1. 

311. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be flied of record In the offioa of the 
County Cieri< In any county In wlllch 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 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 conslderaUon paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

~:~" LC4f/O 
Title: Agent for Forest Oil Corporation 

Date: S / zz.fo r, 

STATE OF TEXAS 

BY: ~~--~~~~~~~~~~~~~ 
Individually and as ag t f e 

Date: 3- d.L/ · 0 (p 

STATE OF TEXAS 

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

STATE OF TEXAS 

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

STATE OF TEXAS 

BY: ~~--~--~~~~~=---------­
Indlvldually and as agent for the State of Texas 
Date: _ _________ _ 
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Original filed in 
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I , 

STATE OFT~ 

COUNTY OF • d Q p..wi 
(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared .,.L..,C.ah'"d.,.st.,.o,.0hwe.._r_,Swm""'!t..,h ______________ _ 

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

of Forest Oil Corporation 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. 

JOLENE F. MULLINS- (}. Wl ( 0 a...~ Given under•''''~•"•'~•'•"·ha'•,, nd and seat of office this the _dJ._ day of_~-=':d~~\----· 20~. 

'1!~} No~~~f~?-~·~:~~:~6~::• ::;n:~;; 15±£~ 
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 olfoce this the _____ day of ___ ______ , 20 __ . 

STATE OF ~C. 5 

COUNTY OF~ e,6 

Notary Public In and for ____________ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authority, on this day personally appeared 0R~C,.....,S..,I,.ack..,_ _________________ _ 

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. 

alofofficethisthe .M.__ dayof mar ~h 

(INDIVIDUAL ACKNOWLEDGMENT) 

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

known to me lo 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 _________ .• 20 __ . 

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

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

Notary Public In and for ____________ _ 
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EXHIBIT"A" 

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

40. Rentals in the amount of $150.00 for years two and three of this lease have been 
prepaid. One half (112) of this amount has been paid to the Lessor and one half (1 /2) has 
been paid to the State of Texas. Rentals for the fourth year in the amount of $22,575.00 
has not been paid and if the fourth year rental is not paid then this lease will expire. One 
half (1 /2) of the fourth year rental will be paid to the Lessor and one half (112) will be 
paid to the State of Texas. Rental for the fifth year is included in the fourth year rental 
and if the fourth year rental is paid then no additional rentals are due under this lease 

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

-------- -·~PMMSIOHHEI<liNWnrl r <lS '·'·'-lr.t \.I nt l'(f!J... 
~USE if THE OESCR:BEO R[;.t i'ltO?[i;il Bl::.Wst ~COlD~ 
~ RACf LS IUVAI.JD AHO UNE.Nrl&E;.B.£ Uht".II Ff.LOAI. 
~ lj ~f FILl< NO._ ..... ZJ.-7...._19"--­

FILED lOll Jli.COilD 0. TIIB'---=2-=6-=TH'-=---~ o.r MAY A. D. 2006 ll ; ll A. 

DUL Y RECOIWED a. 'I1Qt 1ST 
V\..-.t · 7 

BY: -;:....J I .. Ll -; \Y7 LA./ 
' ::::::> 

DAY o.r JUNE 

, DEPUTY 

A. D. 2006 10:00 A. 

DUJID 0. n..ollKZ • COUliTI CLKU 
RaVES COOWlT • TUAS 

K. 
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STATE OF TEXAS 
COUNTY OF REEVES 
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FILE# 2718 

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

.. ,. 
a ........ t..n<~ omc. 
Rtllnqulahment Act Lt- Form 
Rovlaed, Stpt.mber 11117 

~ustin, ~exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this 2acll......._ day of 10E,.eb.,.ru ... a111rvJ_ _____ ,20!l!l_ , between the State of Texas, actlng 

by and through Its agent. Nancy Dean Investment Co!DQration Robert C Dean President 

of p o Box 629 Pecos Texas 79U2 

(Give Pormonent Addreu) 

said agenl herein referred to as the owner of the soil (...toether one or more), and __.Eaora.elllsut~Owll..loComora6o!l.loMJIIIUool!41 ______________ _ 

of 707 11'" S!reet Suite 3600 Denver Colorado 80202 hereinafter called Lessee. 

(Give Permonent Address) 

1. GBANTlNG CLAUSE. for and In conslderaUoo of the amooots stated below and of the covenants and agreements to be paid, kept and 
perlonned by Lessee under this lease, the State of Texas ac:tlng by and tlvough the owner of the soli, hereby grants, leases and lets unto Lessee. for 
the sole and only purpose of prospedlng 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 follo'Mng lands 
situated In Beeves County, Stale of Texas, tc>wlt 

Nl of Sec:tlon 16, less & excepl the NE/4NE/4 
Blodt 54, T-4 
T & P Ry. Co. Survey 

SEE EXHIBIT •A• ATTACHED HERETO AND MADE APART HEREOF 

containing ,.60Q,.,..,,.oo..__ ____ acres. more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Eleven Thoysand Two Hundred Attv and oo{100's 

Dollars ($11 250 00 ) 

To the owner of tha soil: Eleven Thousand Two Hundred Elttv arN=oo/100's 

Dollars ($11 250 00 ) 

Total bonus consideration: Twenty Two Thousoad E!ye Huod®=and==-:nol100's 

Dollars ($~22~~~~00~------

The total bonus consldernUon paid represents a bonus of IThDJr[Jlee!UH~uodl!liiJr:lledll==i!==::illndlll..:===::llooiiS!l.l1.liOO!l'l.s====-----------

---------------- Ooltars ($.,.30Q,.,..OOII>I.. _ ___ -J) per aae, on -"75il.II:OO"------ net aaes. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of ttvee 131 years fn:lm 
this date (herein called ·pnmary term•) and as long thereafter as oil and gas, or elthar of them, Is produced In paying quantities from said land. As used 
In this lease, the term ·produced In paying quantities· means thai the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of poc;kel 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 terminate, 

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

RENTALS ARE PAID UP Bank, at , 
or Its successors (wl1lcll shal continue as the depository regardless ot CllangeS In the ownership of said land), the amount spedlied 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 loUowlng amounts: 

To the owner of the soli: Seyentv FJve and no/100's PAID UP 

Dollars (SZ:i !l!! 

To the State of Texas: Seventv Aye and oo/1!l!!'s PAID up 
Dollars (SZ:i !l!! 

Total Delay Rental: One Hundred Afty and oo/l !l!!'s PAID up 
Dollars (Sl:ill!l!! 

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. AJI payments or tenders of rental to the owner of the soil may be made by check or sight drah 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 lis successor bank) should 
cease to exist, suspend business, liquidate, fall or be suoceeded by another bank, or for any reason fall or refuse to accept rental, Lessee shall not be 
held In default for 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 productlon of oil and/or gas. Lessee agrees to pay or cause to be paid om~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 sol!: 

(A) OIL Royalty payable on oil, which Is defined as Including all hydrocart>ons produced In a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocart>ons recovered from oil or gas run through a separator or other equlpmen~ as hereinafter provided, 
shall be ]14 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
land Office, such value to be determined by 1) the highest posted price, plus premium, If any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the highest market price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever Is the greater. lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed In a plant, It IMii 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 effident. so the! all liquid hydrocart>ons 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 condollons as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (Including ftared gas), which Is defined as aU hydrocarbons and gaseous substances not 
defined as ollln subparagraph (A) above, produoed 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) shaU be ]14 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 produoed and wllen 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 acoordlng to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of tesUng being used by the Industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas process&<. 1n a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be l/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent ( 100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50'4~ or that percent accruing to lessee, Whichever Is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produoed 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 
hydrocart>ons shall be fifty percent (50%) or the highest percent accr\Jing to a third party processing gas through such plant under a processing 
agreem ent 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 oomparable quality In tho 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 
hydrocart>ons) whether said gas be ·casinghead," ·dry," or any other gas, by fractionating, burning or any other processing shall be ] /4 part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month In which such product Is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products are produced: whichever Is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term o f 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 o f royalties paid duril")g the preceding year. If Paragraph 3 of this lease does not specify a delay rental amoun~ then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 

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

• ••• • • •• • • • • • • • • • • • 

. 
• • • • • • • •• 

True and Correct 
copy of 

Orig1nal filed in 
Reeves County 
Clerks Office 



BOO.K. 7 33 PAGE 272 

6. ROYALTY IN KIND. Notwithstanding any other provision In this lease. 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. 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 to take Its royalty In kind shall not diminish or negate the owner of the soli's or the Commissioner of the General land Office's rights 
or Lessee's obligations, whether express or Implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (Including those paid In kind) shall be v.llhout deduction for 
the oost of producing. gathering, storing, separating, treating, dehydrating, oompresslng, processing, transporting, and othllf'Mse making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to oompule a.nd pay royalties on the gross value received, Including any reimbursements 
for severance taxes and production related oosts. 

e. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's propor1lonate share of any fuel 
used to process gas produced hereunder In any processing planL Notwithstanding any other provision of this lease, and subject to the written oonsent ol 
the owner of the soli and the Commissioner of the General Land Office. Lessee may recycle gas tor gas lift purposes on the leased premises or for 
Injection Into any oil or gas produclng formation underlying the leased premises after the liquid hydrocarbons oontalned In the gas have been removed; 
no royalties shall be payable on the recycled gas until It Is produced and sold or used by Lessee In a manner wlllch entities the royalty owners to a 
royalty under this lease. • 

11. 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 aJrTently provide that royalty on oil 
Is due and must be received In the General Land Office on or before the 5th day of the seoond month succeeding the month of production, and royalty 
on gas Is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the atlldavlt of the owner, manager or other authorized agen~ oompleted In the form and manner prescribed by the General land Office 
and showing the gross amount and disposition of all ol and gas produced and the marl<et value of the oil and gas, together v.lth a oopy of all documents, 
reoords or repor1S oonfirmlng the gross production, d lsposltlcn and marl<et value Including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into plpellnes, tanks, or pools and gas lines or gas storage, and any other reports or reoords 
which the General Land Office may require to verify the gross production. disposition and marl<et value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice sho>Mng 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, wlllchever Is 
greater. A royalty payment wlllch Is over thirty (30) days late shall accrue a penalty of 1 O"k 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 >Mil begin to aocrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall Incur e penalty In an amount set by the General Land Office administrative rule 
which Is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear al responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shal In no way operate to proNblt the State's 
right of for1eiture as provided by law nor act to postpone the date on which royalties were or1glnaDy due. The above penalty provisions shall not apply in 
cases of titie dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair marl<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually tumlsh the Commissioner of the General Land Office 
v.lth Its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall tumlsh said Commissioner v.lth ooples of 
all oontracts under which gas Is sold or processed and all subsequent agreements and amendments to such oontracts v.lthln thirty (30) days after 
entering Into or making such oontracts. agreements or amendments. Such oontracts and agreements when received by the General land Office shall be 
held In oonfidence by the General Land Office unless otherv.lse authorized by Lessee. All other oontracts and reoords pertaining to the production, 
transportation. sale and marlteting of the oil and gas produced on said premises. Including the books and acoounts. 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, v.otl<over, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall Include ooples of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General land Office at the time they are ftled v.lth the TaKas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific wen 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 tiUe. Additionally, In accordance v.lth Railroad Commission 
rules, any slgnage on the leased premises tor the purpose of ldentltylng wells, tank batteries or other assocJated Improvements to the land must also 
lndude the word ·state." Lessee shall supply the General Land Office v.lth any records. memoranda, accounts, repor1s. cuttings and cores, or other 
Information relative to the operation of the above-described premises. which may be requested by the General Land Office. In addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surlace casing to 
the total depth of well . of all wells drilled on the above described premises and shall transmit a true oopy of the log of each survey on each well to the 
General land Office v.lthln fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shan 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 effecUve on the date when the materials were due In 
the General land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to disoovery and 
production of oil or gas on said land, Lessee should drill a dry hole or ho!es thereon. or If during the primary term hereof and after the dlsoovery and 
actual production of oil or gas from the leased premises sud 1 production thereof should cease from any cause, this lease shall not terminate It on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee oommences additional drilling or 
reworking operations thereon, or pays or tenders the neX1 annual delay rental in the same manner as provided In this lease. If, during the last year of the 
primary term or v.lthln sixty (60) days prior thereto, a dry hole be oompleled and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain In full force and effect v.llhout further operations until the expiration of the primary term; and It Lessee has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may maintain this lease by oonducting additional dr1lting 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 lhe above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying dale following the expiration of sixty (60) 
days from the date of completion of such shut-In oil or gas well and upon the failure to make such paymenL this lease shan 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 olthe primaty term. nellher oil nor gas Is being 
produced on said land, but Lessee Is then engaged In drilling or rewor1dng operations thereon, this lease shall remain In force 10 long as operations on 
said well or for drilling or rewor1dng of any additional wells are prosecuted In good faith and In workmanlike manner without Interruptions lotaHng more 
than sh<ty (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 compensatOty royalties Is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises. after once obtained, Should cease from any cause, this lease shall not terminate ~ Lessee commences additional drilling or rewor1dng 
operations within sixty (60) days alter such cessation, and this lease shall remain In lull force and effect for so long as such operations continue In good 
faith and In workmanlike maMer without Interruptions totaling more than sixty (60) days. If sUCh drilling or reworking opet11tions result In the production 
of oil or gas, lhe lease shall remain In lull 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 compensatOty royalties Is made as provided hereln or as provided by law. If the driUing or rework•ng 
operations result In the completion of a well as a dry hole, the lease will not terminate If the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking operations In good faith and In a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph. 'Well' means any well thai has been assigned a well number by the stale agency 
having jurisdiction over the production of oil and gas. If, at any !:me after the expiration of lhe primary term of a lease lhaL until being shut ln. was being 
maintained In force and effect, a well capable of producing oil or gas In paying quantities Is located on the leased premises, but oil or gas Is not being 
produced for lack of suitable productlon facilities or lack of a suitable markeL then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the aMUal rental provided In the lease, but not less lhan $1 ,200 a year for each weD capable of producing oil or gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount. lhen 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 primaty term, (2) 60 days after 
lhe Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a driUing or reworking opet11tion In accoroance 
with the lease provisions; whichever date Is latest Such payment shaU be made one-half (112) to the Commissioner of the General Land Office and one­
half ( 112) to the owner of lhe 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 lhe oil or gas exlsts, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-In year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept In effect by payment of the shut-In oil or gas royalty. oil or gas Is 
sold and delivered In paying quantities from a well located within one thousand (1.000) feet of the leased premises and completed In the same producing 
reservoir, or In any case In which drainage Is occurring, the right to continue to maintain the lease by paying the shut-In oil or gas royalty shall cease, bul 
the lease shall remain effective for the remainder of the year for which lhe 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 lhousand (1,000) feet of the leased premises. Tha compensatOty 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soli , beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the well causing the drainage or that Is completed In the 
same producing reservoir and located within one thousand (1 ,000) feel of the leased premises. If lhe compensatory royalty paid In any 12-monlh period 
is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference Within tNrty (30) days from lha end of the 
12-month period. Compensatory royalty payments which are not Umely paid will accrue penalty and Interest In accoroance 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 detennlnation of the Commissioner, and with the Commissioner's written approval, the payment 
of compensaiOty royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision ol lhis lease to lhe 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 eddiUonal 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 lhe expiration date of the primary or extended tenn It shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities (Including a shut-In oil or gas well as provided In Paragraph 14 hereof}, or a well 
upon which Lessee Is then engaged In continuous drilling or reworking operations, or (2) the number of acres Included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may lhen 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 olher 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, lhls lease shall thereupon terminate as to all acreage not thweafter allocated to said well or wells for producdon purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby. Lessee shal nevertheless continue to have the right of Ingress 
to and egress from the lands sbU subject to this lease for all p.jiposes described In Paragraph 1 hereof, together with easements and righl$-Of-way for 
existing roads, exlsUng 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 lhe retained lands and for the gathering or transportation of oil, gas and olher minerals produced from the retained lands. 
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further tennlnate as to all depths below 100 feet bei<M the total depth drilled (hereinafter 'deeper depths') In each wen located on acreage retained In 
Paragraph 16 (A) above. unless on or before two (2) years after the primary or extended tenn Lessee pays an amount equal to oniH\alf (1/2) of the 
bonos Oliglnally paid as consideration for this lease (as spedfied on page 1 hereof). If such amount Is paid, this lease shall be In force and effect as to 
such deeper depths. and said tennlnatlon 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 deepef depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nea~y 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. 'Mthln 
thirty (30) days after partial termination or 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 cartlfled copy of same, shall be flied In the General 
Land Offico, accompanied by the filing fee pres~bed 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 counUes where the lease Is located and In the offlclal reoords of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WEUS. Neither the bonus. delay rentals, nor royaiUes paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the abov&-des~bed 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 d~ll to a depth necessary to prevent undue drainage of 
oil and gas from the lea.sed premises. In addition, tf oU and/or gas should be produced tn commercial quantities within 1.000 feet of the leased premises. 
or tn any case where the leased premises Is being drained by productlon 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 walls upon the leased premises within 100 days after the draining well or wells or the 
well or welts completed within 1,000 feet of the leased premises start producing In commercJal quantities and shall prosecute such drilling with diHgence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith eflor1, Lessee ts prevented from complying with any express or Implied covenant of this lease, 
from conducting drilling operaUons 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 regulaUon of govemment authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be nabla for damages for failure to comply with such covenants: additionally. this lease shall be 
extended while Lessee ts prevented, by any such cause. from conducting drilling and reworldng operations or from producing oil or gas from the leased 
premises. However, nothing tn this paragraph shall suspend the payment or delay rentals In order to maintain this tease In effect during the primary term 
In the absence of such drilling or reworking operaUons or production of oil or gas. 

111. WARRANTY CLAUSE. The owner of the soli warrants and agrees to defend tide to the leased premises. If the owner of the soli defaults 
In payments owed on the leased premises. then Lessee may redeem the rights of the owner o f the soil In the leased premises by paying any mottgage, 
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 or these payments from the rental and royalties due the owner of the son. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. tf the owner of the soil owns tess than the entire undivided sufface estate In the above 
des~bed land, whether or not Lessee's Interest Is spedfied 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 bear:; to the enUre undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office or 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 dlsaepancy between the Interest purpor1edly 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 or 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 or one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. II, during the primary tenn, a pardon of the land covered by this lease Is Included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soli In acoordanc:e with Natural Resources Code Sections 
52.151-52.154, or If. at any time after the expiration of the primary tenn or the extended term. this lease covers a lesser number of acres than the total 
amount d~bed herein, payments that are made on a per acre basis hereunder shall be reduced acoordlng to the number of acres pooled, released. 
surrendered. or otherwise severed, so that payments determined on a per aae basis under the terms of this tease during the primary term shall be 
calculated based upon the number of acres outside the boundaries or a pooled unit or. If after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this tease 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 waterllood operations without the prior consent or the owner of the soli. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by Its operaUons 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. 

2•. 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 soli. 
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25. POUUTlON. In developing this area, Lessee shall use the highest degree of care and an proper safeguards to prevent pollution. v.1thout 
limiting the foregoing, pollution of coastal wedands, natural waterways, rivers and Impounded water shall be prevented by the use o f 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 pnvate properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestoclt against loss. damage or Injury; and upon 
completion or abandonment of any well or wells, Lessee shall ftll 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, botdes, paper cups or garbage, 
and upon completion of operatloos 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 madllnery and fixtures placed 
by Lessee on the leased premises, lndudlng 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 extenslon of this 12().day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quantities. AdditlonaUy, Lessee may not draw and remove casing until alter 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 shan become the owner of any machinery, 
ftX1ures, 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 eX1end to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights. privileges and estates of Lessee. Impair the effectiveness of any payment made by Lessee or Impair the effectiveness of any 
act performed by Lessee. And no change or division In ownership of the land. rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
alter the owner of the soli (or hls 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 aaeage, 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, H 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 lease, lndudlng any liabilities to the State for unpaid royalties. 

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

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

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any Ume 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 au subsequent obligations as to acreage surrendered. If any part of this lease Is property SUITendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered aa-eage bears to the aaeage wlllch was oovered by this lease 
Immediately prior to such surrender; however, such release -...111 not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such aaeage. 

28. FILING OF ASSIGNMENTS AND R.ELEASES. If all or any part of this lease Is assigned or released, such assignment or release must be 
recorded In the county where the land Is situated. and the recorded lnstrumen~ or a copy of the recorded instrument cer11fled 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 aocompanied by the 
prescribed filing fee. If any such assignment Is not so ftled, 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. AJI provisions pertaining to the lease of the abov!Hlescrlbed 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 dudes 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 soli conflict with those of the State, the owner of the soli Is obligated to put the State's 
Interests before his personal Interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum 'o'Athln thirty days after It becomes due, or H Lessee or an 
authorized agent should kno-..Angly make any false return or false report concerning production or drilling, or If Lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or If Lessee 
should taU 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 aocess to the records pertaining to operations, or~ 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 oorrect log of any well, or If Lessee shall knowingly violate any of the m aterial 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 shan be subject to forfeiture by the 
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Commissioner. and he shall forfeit same when sufficlentiy Informed of the facts wtolch authorize a forfeiture. and wtoen forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving the automatic lermlnatlon of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner or 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 relatlve hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease. Lessee grants the State, In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien. an 
express contractual Hen on and security Interest In all leased minerals In and extracted from the leased premises, all proceeds whktl 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 connectlon with the productlon or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suff« by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or Implied. This Den and security Interest may be foreclOsed with or wilhout court proceedings In 
the manner provided In the TIUe 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
exeaJie and record such Instruments as may be reasonably necessary to ac:knowtedge, attach or perfect this Hen. Lessee h«aby r8p(esents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the abov&-<!escribed property or from Lessee's a(Xlulsltion of this lease. 
Should the Commissioner at any dme determine thai this rep:esentation Is not true. then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee Is hereby granted the righllo pool or uniUze the royalty Interest of the owner of the soil under this lease with any other 
leasehold or mineral Interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151·52.154. The owner of the 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 Stale of Texas and the owner of the soli. their officers. employees. partners. 
agents, contractors, subcontractors, guests, Invitees, and their respecUve successors and assigns, of and from all and any actions and causes of action 
of every nature. or other harm. Including environmental harm. for which recovery of damages Is sought. Including, but not limited to, all losses and 
expenses which are caused by the actJvldes 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 stl1ctiy Hable act or omission of Lessee. Further, Lessee hereby agrees to be fiable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents. their succeasors or assigns. against any 
and all claims. liabilities. losses, damages, actions. personal Injury (Including death), costs and expenses, or other harm for which recovery of damages 
Is sought. under any theory including tort, contract. or stl1ct 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 faUure to comply with any and all environmental laws; those arising 
from or In any way related to Lessee's operations or any other of lessee's activities on the leased premises: those arising from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of lessee, Its directors. officers. employees, partners, agents, contractors, subcontractors, guests, Invitees. and their 
respective successors and assigns. Each assignee of this Agreement. or an Interest therein. agnses 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 maMlJ( provided above In connection with 
the acUvlties of Lessee. Its officers. employees. and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. lessee shall use the highest degree of care and all reasonable safeguards lo prevent contamination or 
pollution of any environmental medium, Including soli, surface waters. groundwater. sediments. and surface or subsurface strata. ambient air or any 
other environmental medium ln. on, or under, the leased premises, by any waste, pollutant. or contaminant. Lessee shall not bring or permit to remain on 
the teased premises any asbestos containing materials, explosives, toxlc materials, or substances reg!Jated as hazardous wastes, hazardous materials. 
hazardous substances (as the term 'Hazardous Substance' Is deftned In the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxlc substances under any federal , state. or local law or regulation (' Hazardous Materials'), except 
ordinary products commonty used In connection with oil and gas exploration and development operations and stored In the uaual mamer 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 
AHY 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 -'JHALL 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 ASSUMPnoN SHALL APPLY, BliT 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 AHY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190. commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto. and If any provision In this lease does not conform to these 
statutes. the statutes will prevail over any nonconforming lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and acknow1edged by the Lessee before It Is filed of record In the county rec::ords and 
In the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been saUsfied. the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FlUNG. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record In the office of the 
County Cletlt In any county In v.illc:l1 a.ll or any part of the leased premises Is located. and certlfted copies thereof must be filed In the General Land 
Office. This lease Is not effective unUI a certlfled copy of this lease (which Is made and certified by the County Cle<k from his records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Addltlonally, this lease shall not be binding upon the State lrlless It 
recites the actual and true consideration paid or promised !of execution of this lease. The bonus due the State and the prescribed filing fee shall 
acc:ompany such certlfled copy to the General Land Office. 

•: 

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

TIUe: Agent for Forest 011 Corporation 

Oate: 5/21-/ov 

---. 

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

- --~--- -, 
1rue and Corre• 

copy of 
Ongtnal filed 1r 

Reeves Coun 
Clerks Offic(; 
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STATEOFT~ I 
COUNTY OFa;l\; ~ {1. 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. the undersigned authority, on this day personally appeared ... L..,C..,h.u.d"'s..,lo..,p,_.he .. r_.S"'mwiKJtb.__ _____________ _ 

known lo me to be the person whose name Is subscribed to the foregoing Instruments as Agent for Forest Oil Comorntlon A New Yor!s Cor!xm!tlon 

of Forest Oj! Corporation and acknow1edged to me that he 

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

Given under my hand and seal of office this the _a day of - -'--'--4-'=q.- --

,,uuu,,# 
...... .. ·~:!'/'' ... 

; 

STATE OF T.J.JE""XAS"""''----- --­

COUNTYOF 'i?EEfl£5 

JOLENE F. MULLINS 
• t• tory Public. State of TeXIs 

•v t:ommiulon Expires 
• lot\!lr 11 , 2009 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, tihe undersigned authority, on this day personally appeared 0R"'obl<le.._rt._,c.....,D,e,.a1Un ___ _ _ ___________ _ 

known to me to be the person whose name Is subscribed to the foregoing Instruments as ~:.Pu;re"'s"'ld"'enwt~---------------­

of Nancy Dean Investment Co[DQratlon and acknow1edged to me that he 

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

STATE OF ________ _ 

COUNTY OF _ _ _____ _ 

ROSEMARY CHABARRIA 
Notary Public, Stata of Texu 

My Commission Expires 
March 11, 2007 

(INDIVIDUAL ACKNOWLEDGMENT) 

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

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

purposes and oonslderntlon therein expressed. 

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

Notary Public In and tor __________ __ _ 

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

COUNTY OF--- - - - ---

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

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

purposes and consideration therein expressed. 

Given under my hand and seal of office this the ___ day of---------· 20 _ _ • 

• • • • • • • • • • •• • • • . • • -

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

Notary Public In and tor __________ _ _ _ 

True and Correct 
copy of 

Origtnal filed in 
Reeves County 

C er ~Office 

1 
I 

I 
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EXHIBIT"A" 

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

40. Rentals in the amount of $150.00 for years two and three of this lease have been 
prepaid. One half( l/2) of this amount has been paid to the Lessor and one half (l/2) has 
been paid to the State of Texas. Rentals for the fourth year in the amount of $22,575.00 
has not been paid and if the fourth year rental is not paid then this lease will expire. One 
half (l /2) of the fourth year rental will be paid to the Lessor and one half (1/2) will be 
paid to the State of Texas. Rental for the fifth year is included in the fourth year rental 
and if the fourth year rental is paid then no additional rentals are due under this lease 

- - -------- - . -

PILE N0. _ _ 2_7_1_8 __ 

---·-
lolfY P!rtMSIOI1 Htlll II• "to ' • ' • • •• t Nfl.!.. 
011 US.E er 1Hf OESCR:BEO t.(~t , ,I:Jr i":;l et::.r.uil ilt COLOft 
011 RAULS IUVAUO ANO llllrllri< .1 .Su .:Hf'<k ll fJf!tAI. 
I.N 

- -

FILED roll UCOilD 011 nm. _ _.c2::..6::...TH~ __ DAY OI' _ _ ..::;MA=Y=--____ _ _ _ A. D. 2006 11: 11 A. M. 

DULY llECOilDED .OII DIE . 1ST DAY OI' ___ JUNE __ · _ _ _____ A. D. 2006 10:00 A. M. 

BY: \ I .., 'L. ( : X1 { \/ . DKPUTY 

• • ~ ••• • • • • • • • • • • • • • ••• • . v 

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

DUDE 0 . I'LOUZ. COOliTY CLEII.K 
llKfiES COUIITY • TKlAS 

True and Correct 
copy of 

Orig1nal filed in 
Reeves Count 

Cterks OffiCe 

.. 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and loregotng 's a lull. true and correct photographiC copy of 1he 
ong,nal record now 1n my lawful custody and possess1on. as the same s 
f1'ed recorded 1n 1he pubic recoros of my ollce found Ill VOL. _233 
PAGE 21_()_ THRU 2] 9 OPR 

herebycen•f,.!d on _!16/05/2006 -

.. 

... 

••• ., • • • • • • • • • ••• • • • • • • • • • • • •• •• • • • • • • • • • 
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General Land Office 
Relinquishment Act Lease For m 
Revised, September 1997 

~ustin, 'atexas 

OIL AND GAS LEASE 

BOOK 7 J 4 PAGE 

r ) 

THIS AGREEMENT Is made and entered Into this 1§111_ day of .. M..,a.,rcb...._ ______ ,20!1§_ • between the State of Texas. acbng 

by and through Its agent, ._PE....,.,TC,.O""--'L..,IM=..~IT_.,E...,p,__ _________________________________ _ 

of p 0 Box 911 Breckenridge Texas 76424 

(Give Permanenl Address) 

said agent herein referred to as the owner of the soli (whether one or more), and _,Fc.>QCa;e,..s,.t,.Oiw'I_.,Corpora""'"""'"'tionow. ______________ _ 

of 707 11"' Street Suite 3600 oenyer Cofomdo 80202 hereinafter called Lessee. 

(Give Permanent Address) 

1. GRANTING CLAUSE. For and In oonsidemtion of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soli, hereby grants, leases and lets unto lessee, fOf 
the sole and only putpOse of prospecting and drilling tor and producing oil and gas, laying pipe fines, building tanks, storing oil and bulding pow« 
stallons. telephOne lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated In Reeves County, State of Texas, to-wit 

All of Section 16, lass & except the NE/4NE/4 
Block 54. T -4 
T & PRy. Co. Swvey 

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APART HEREOF 

containing .~~600"""'00""----- acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Twenty Two Thousand Flye Hundred and =:=f!0/100's 

Dollars ($"'22-.;SOOill&..wOO:~L-_____ _J 

To the owner of the soli: Twenty Two Thoysand Aye Hyndred and~lOO's 

Dollars ($.,.22.......,500.,..,.00.,__ ______ , 

Total bonus consideration: EfollluWrtvl'LJF:tlvl!let..:TDholQUu~sail!ndJ!I::======='awndiii=-<N/===fKII~lOOII!L:'s~:========­

Oollars ($45 ()()() 00 

The total bonus consideration paid represents a bonus of IThrllCI&Jt&.tHlUuodll!l.lrJI:ed!L::===ailJndlll...:===:::llnoll!ll.ll.!!OOQ:'i.S ====-----------

---------------- Dollars ($.,.3oo......,oo.a~-____ ) per acre, on .!J150110~oo0lll.. ____ net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be tor a term of three 13! years from 
this date (herein called "primary tenn") and as long thereafter as oil and gas, or either of them. Is produced In paytng quantities from said land. As used 
in this lease, the term ·produced in paylng quantities· means that lhe receipts from •h sale or other authorized oornmen::lal use of the substance(s) 
covered exceed out of pocket opemtional expenses for the six mon•,.~ ·~. t past. 

439 

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

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

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

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

To the owner of the soli: One Hundred fifty and no/lOO's PAID UP 

Dollars (Sl®,!l!l 

To the State of Texas: One Hundred folly and no/]!l!l's PAIQUP 

Dollars ($150 !l!l 
Total Delay Rental: Ttxee Hundred and ng{]Q!I's PAIQUP 

Dollars (S;l!l!l !l!l 

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 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 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 unUI thirty (30) days after the owner of the soli shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

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

(A) OIL. Royalty payable on on. 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 ]14 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 teased 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 ef1lclent 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) shan be .1M._ __ part of the gross production or the market value thereof. at the 
option o f the owner of the soli or the Commissioner of the General Land Jffice. such value to be based on the highest market price paid or offered for 
gas of comparable quality In the general area Where producod 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 Eahrenhell, conectlon to be made for pressure according to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the time of testing 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be ]14 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soli or the Commissioner of the General Land Office. AI 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%1 or that percent accruing to Lessee. whichever Is the 
greater. or the total plant productlon of liquid hydrocarbons attributable to the gas produced from this lease: provided thai If liquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or Its parent, subsidiary or affiliate) owns an Interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or If there Is no such third party, the highest percent then being specified In processing agreements or contracts In 
the Industry). whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). Whichever Is the greater. In no event. however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead." "dry." or any other gas. by fractionating. bumlng or any other processing shall be ll4 part of 
the gross production of such products, or the market value thereof. at the option of the owner of the soli or the Commissioner of the General Land Office. 
such marl<et value to be determined as follows: 1) on the basis or the highest marl<et 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 whlch such products are produced; whlchever Is the 
greater. 

5. MINIMUM ROYALTY. Ouring 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 amlversary date of this lease a sum equal to the total aMUal rental less the 
amount of royalties paid dur1ng the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. J.)l 

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

••• • • • • . • . 
• • • • • • • • 

1 rue and Correct 
PY of. 

Onginal filed in 
Reeves County 

Cle1 ks Office 



PAGE 441 

8. 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 ~•xry (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royatry owner under this lease be made In ~lnu . The owner of the soil's or the Commissioner of the General 
Land Office's right to take Its royally In kind shall not dlmlnlsi' c>r nii!JOle 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 klnd) shall be Without dedudlon for 
the cost of producing, gathering, storing, separating. treating, dehydrating, compressing, processing, transporting, and othe<wlse maklng 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 produdlon related costs. 

e. PLANT FUEL AND RECYCLED GAS. No royally shall be payable on any gas as may represent this lease's propor11onate share of any tuel 
used to process gas produced hereWlder in any processing plant. Notwithstanding any other provision of this lease. and subject to the written consent ol 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recyde gas for gas Hft purposes on the leased premises or for 
lnjedion Into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contalned 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 wtlich entiUes the royally owners to a 
royally under this lease. 

ll. 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 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 produdlon, 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 owner. manager or other authorized agent, completed In the form and manner prescribed by the <>-raJ Land OffiCe 
and showing the gross amount and disposition of all oil and gas produced and the marl<et value of the oil and gas. together With a copy of all documents, 
records or reports confirming the gross produdion, disposition and mallie! 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 repor1s or records 
which the General Land Office may require to verify the gross production, disposition and marllet 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 chedt 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 royally on or before thirty (30) days after the royally payment was due, then Lessee owes a penally of 5% on the royally or $25.00, wtlichever Is 
greater. A royally payment wtlich Is over thirty (30) days lata shall aca\Je a penally of 10% of the royally due or $25.00 wtlichaver Is greater. In addotion 
to a penally, royalties shall accrue Interest at a rate of 12% per year: such Interest will begin to accrue when the roy airy Is slxry (60) days overdue. 
Affidavits and supporting documents which are not ftled 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 or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penally shall In no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on wtlich royalties were originally due. The above panalry provisions shall not apply In 
cases of tiUe dispute as to the State's portion of the royalry or to that portion of the royatry In dispute as to fair marl<et value. 

10. (A ) RESERVES, CONTRACTS AND OTliER RECORDS. Lessee shall annually tumlsh the Commissioner of the G-ral Land OffiCe 
With Its best possible estimate of oil and gas reserves underlying this lease ()( allocable to this lease and shall turnish said Commissioner With copies of 
all contracts under wt1ich gas Is sold or processed and all subsequent agreements and amendments to such contracts within thlny (30) days after 
entering Into or making such contracts. agreements or amendments. Such contracts and agreements 1Mlen received by the General Land Office shall be 
held In confidence by the General Land Office unless otherwise autlhorized by Lessee. All other contracts and records partalning to the production, 
transportation. sale and marl<eung 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 lnspedion and examination by the Commissioner o f the General Land Office, the 
Attorney General, the Govemor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, "M>rilover. re-entry. temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall lndude copies of Railroad Commission forms for application to drill. Copies of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and thai are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word ·state• In the tiUe. Additionally, In accordance with Railroad Commission 
rules, any slgnage on the leased premises for the purpose of identifying wells. tank batteries ()( 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, wttings and cores. or other 
Information relative to the oparatlon of the above-described premises, which may be requested by the General Land Office. In addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section. from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of eaCh survey on each well to the 
General Land Office within fifteen (15) days after the maklng of said survey. 

(C) PENALTIES. Lessee shall Incur a penally whenever reports. documents or other materials are not filed In the General Land Office wnen 
due. The penalty for late filing shall be set by the General Land Office administrative rule wt1ich Is effective on the date when the materials were due In 
the General Land Office. 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or If during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause. this lease shall not terminate If on or 
before the explraUon of sixty (60) days from date of completion of said dry hole or cessation of production Lessee cornme<IC8s additional drilling or 
reworlllng 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 slxry (60) days prior thereto, a dry hole be completed and abandoned, or the produdlon of oil or gas should cease for any cause, 
Lessee's rights shall remain In tua force and effect without fuMer operations until the expiration of the primary term; and if Lessee has not resumed 
production In paying quanbties at the expiration of the primary term. Lessee may maintain this lease by conducting additional dniUng ()( rewori<lng 
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operations pursuant to Paragraph 13, using the expiration of tho 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 shuHn oil or gas well and upon the failure to make such payment. this lease shaU Ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut~n oil or gas wall Is located on the leased premises, payments may be made In 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 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 said land, or payment of shut~n oil or gas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises. after once obtained, should cease from any cause, this lease shall not terminate If Lessee commences additional drilling or reworking 
operations within sixty (60) days after such cessation. and this lease shall remain In tun force and effect for so long as such operations continue In good 
faith and In workmanlike manner without Interruptions totaling more than slxty (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 royaltles 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 wtll not terminate If tho Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues drilling or 
reworking operations In good faith and In a workmanlike manner without Interruptions to taling more than slxty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well' means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any lime after the expiration of the primary term of a lease that, until being shut In, was being 
maintained In force and effect, a well capable of producing oll or gas In paying quantities Is located on the leased premises, but oil or gas Is not baing 
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 weQ capable of producing oil or gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. To be effective, each Initial shut-In oil or gas royalty must be paid on or before: ( 1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
with the lease provisions: whichever date Is latest Such payment shall be made one-half (112) to the Commlssloner of the General Land Office and one­
half (112) to the owner of the soli. If the ahut·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 follOwing the month In Which 
production ceased, and, after that, If no suitable production facilities or sui table marl<et for the oll 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~ 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 oco.mlng, 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 soli, beginning on or 
before the last day of the month follOwing the month In which the oil or gas Is produced from the well causing the drainage or that Is completed In the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid In any 12-rnonth period 
Is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference wi thin thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will aocrue 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 obl igation 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 wr!Hen approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

18. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contral)l. 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) V ERTICAL In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT ( 1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities (Including a shut~n oil or gas well as provided In Paragraph 14 hereof}. or a well 
upon which Lessee Is then engaged In continuous drilling or reworking operations, or (2) the number of acres Included In a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151·52.154. or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well W'Kior 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 walls located thereon are redasslfied 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 wall 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 rlghts-<>f-way for 
existing roads. existing pipelines and other existing facilities on, over and across all the lands described In Paragraph 1 hereof (' the retained lands' ), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In lhe event this lease Is In force and effect two (2) years after lhe expiration date of lhe primary or extended term it shall 
further terminate as to all deplhs below 100 feet below lhe total deplh drilled (hereinafter 'deeper deplhs' ) In each well located on 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 conslderaUon for lhls lease (as specified on page 1 hereof). If such amount Is paid, this lease shaH be In force and effect as to 
sudl deeper deplhs. and said termination shall be delayed for an additional period of two (2) years and so long lhereafter as oil or gas Is produced In 
paying quantities from such deeper depthS covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as near1y as practical. be In lhe form of a 
square wilh lhe well located In lhe center lhereot, or such olher shape as may be approved by lhe Commissioner of lhe General Land Office. Within 
lhirty (30) days after parUal termlnaUon of lhls lease as provided herein, Lessee shall execute and reoord a release or releases containing a sa Us factory 
legal description of lhe acreage and/or deplhs not retained hereunder. The reoorded release, or a cenlfied copy of same, shall be filed In lhe General 
Land Office. accompanied by lhe ftllng fee prescribed by lhe General Land Office rules In effect on lhe date lhe release Is filed. If Lessee falls or refuses 
to execute and reoord such release or releases wilhln ninety (90) days after being requested to do so by lhe General Land Offic;e, then lhe 
Commissioner at his sote disaetion may designate by written lnsli\Jment lh9 acreage and/or depthS to be released hereunder and reoord such 
instrument at Lessee's expense In lhe county or counties where the lease Is located and In lhe offk:ial reoords of lhe General Land Offic;e and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Nellher the bonus. delay rentals. nor royaiUes paid . or to be paid, under this lease shall relieve Lessee of his obhgation 
to protect the oU and gas under lhe above-described land from being drained. Lessee, sublessee, receover or olher agent in control of lhe leased 
premises shall drill as many wells as lhe facts may fus~fy and shall use appropriate means and drill to a deplh necessary to prevent undue drainage of 
oil and gas from lhe leased premises. In addition, if oil and/or gas should be produced In commercial quantities wilhln 1.000 feel of lhe leased premises. 
or In any case where lhe leased premises Is being drained by production of oil or gas. lhe Lessee, sublessee. receiver or olher agent In control of lhe 
leased premises shall In good fallh begin lhe drilling of a well or wells upon the leased premises within 100 days after lhe draining well or wells or lhe 
well or wells completed wilhin 1,000 feet of lhe leased premises start producing in commercial quantities and shall prosecute such drilling w.th d11igence. 
Failure to satisfy lhe statutory offset obligation may subJect this lease and lhe owner of lhe soli's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and wilh his written approval may lhe 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, aftllf a good fallh efforL Lessee Is prevented from complying w.lh any express or Implied covenant of this lease. 
from conducting drilling operations on lhe leased premises. or from producing oil or gas from lhe leased premises by reason of war, rebellion, riots. 
strikes. acts of God, or any valid order. rule or regulation of government authority, lhen while so prevented. Lessee's obligation to comply w.th such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply wilh such covenants; addiUonally. lhls lease shall be 
extended while Lessee Is prevented. by any such cause. from conducUng drilling and reworf<lng operations or from producing oil or gas from lhe leased 
premises. However. nothing In lhls paragraph shall suspend lhe payment of delay rentals In ordllf to maintain this lease In effect during lhe primary term 
In lhe absence of such drinlng or reworf<lng operations or production of oil or gas. 

111. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend UUe to the leased premises. If lhe owner of lhe soil defaults 
In payments owed on the leased premises. lhen Lessee may redeem the rights of the ownllf of lhe sotl In lhe leased premises by paying any mortgage. 
taxes or olher liens on lhe leased premises. If Lessee makes payments on beha~ of lhe owner of lhe sotl under this paragraph, Lessee may recover lhe 
cost of these payments from the rental and royalties due the owner of the soli. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If lhe owner of lhe soil owns less than the entire undivided surface estate In lhe above 
described land, whethllf or not Lessee's Interest Is specified herein. then lhe royalties and rental herein provided to be paid to lhe owner of lhe soil shal 
be paid to him In the proportlon ....nlch his Interest bears to lhe entire undivided surface estate and lhe royalties and rental herein provided to be paid to 
the Commissioner of lhe General Land Office of lhe State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts lhe 
royalty or rental due to the Commissioner of the General Land Office. Lessee or his authorized representative must submit to lhe Commissioner of the 
General Land Office a wri tten statement which explains lhe discrepancy between the Interest purportedly leased under lhis lease and the actual interest 
owned by lhe owner of lhe sotl. Tha Commissioner o f lhe General Land Office shall be paid lhe value of the whole production allocable to any und1vided 
Interest not covered by a lease. less lhe propor1ionate development and production cost allocable to sudl undivided lnteresL Howev8f, In no event shall 
lhe Commissioner of lhe General Land Office receive as a royalty on lhe gross production allocable to lhe undivided lnt8fest not leased an amount less 
Ulan the value of one-slxteenlh (1 /16) of sudl gross production. 

(B) REDUCTION OF PAYMENTS. If. during the primary term. a por1ion of lheland covered by lhis lease Is Included w. thin lhe boundaries 
of a pooled unit that has been approved by lhe School Land Board and lhe owner of lhe soil In accordance w.lh Natural Resources Code Sections 
52.151-52.154, or If. at any time after lhe expiration of lhe primary term or the extended term. this lease covers a lesser number of acres then lhe total 
amount described herein. payments that are made on a per acre basis hereundllf shall be reduced according to lhe number of acres pooled. released. 
surrendered, or otherwise severed, so lhat payments determined on e per acre basis under lhe terms of lhis lease during lhe primary term shall be 
calculated based upon lhe number of acres outside the boundaries of a pooled unit, or, If aftllf lhe expiration of the primary term. lhe number of acres 
actually retained and cov8fed 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. howevllf. Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
tor waterfiood operations wilhOut the prior consent of lhe owner of the sotl. 

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) teet to any house or bam now on said premises w.lhOut 
the written consent of the owner of lhe soil. 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollullon. Without 
limiting the foregoing, pollution of coastal weUands. natural waterways. rivers and Impounded water shall be prevented by the use of contalnmenl 
facilities sufficient to prevent spillage, seepage or ground water contamlnallon. 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 properlles. Lessee shall build and 
maintain fences around Its slush. sump, and drainage pits and tank batter1es so as to protect livestock against loss. damage or Injury: and upon 
completion or abandonment o f any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drtlllng site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish. cans, botdes. paper cups or garbage, 
and upon completion of operations shaU restore the surface of the land to as near Its original condition and contours as Is practicable. Tanks and 
equipment wiU be kept painted and presentable. 

2e. REMOVAL OF EQUIPMENT. Subject to llmltaUons In this paragraph, Lessee shall have the rtght to remove machinery and fixtures placed 
by Lessee on the leased premises. Including the rtght 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 12lklay per1od. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quanUUes. Additlonally, Lessee may not draw and remove casing untlt after thirty (30) days written 
nouce to the Commissioner of the General Land Office and to the owner of the soli. The owner of the soli shan 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 condiUons contained In this paragraph and Paragraph 20 of this lease. the rtghts 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 rtghts, prtvlleges 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 royaiUes shall bind Lessee for any purpose unUI thirty (30) days 
after the owner of the soli (or his heirs, dellisees. legal representallves or assigns) furnishes the Lessee with satisfactory written evidence of the change 
In ownership, Including the ortglnal recorded munlments of flUe (or a cerUfled 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 rtght and option to pay rentals shall be apporlloned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are Umely paid or tendered; however, ~ the assignor or assignee does not file a cerllfled 
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 enUre rental 
due under Paragraph 3. Every assignee shall succeed to all rtghts and be subject to all obligations. liabilities, and penalties owed to the State by the 
onglnal lessee or any prtor assignee of the lease. Including any llabiiiUes to the State for unpaid royaiUes. 

( 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 G-ral Land Office. this lease Is void as of the Ume of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as If It were made to the owner of the soli If the 
assignee Is: 

( 1) a nominee of the owner of the soli; 
(2) a eo<pon~tion or subsidiary in v.tllch the owner of the soli Is a prtnclpat stockholder or Is an employee of such a eo<pon1tion or subsidiary; 
(3) a partnership in which the owner of the soli Is a partner or Is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which Is the owner of the soli ; 
(5) a partner or employee In a partnership v.tllch Is the owner of the soli: 
(6) a fiduciary for the owner of the soil; Including but not limited to a guardian. trustee, executor, admlristrator, 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 marrtage. blood, or adoption. 

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any time executa and deliver to the 
owner of the soli and place of record a release or releases cover1ng any portion or porUons of the leased premises, and thereby surrender this lease as 

.. 

to such porllon or porllons, and be relieved of aR 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 prtor to such surrender. however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prlor to the 
surrender o f such acreage. ~ 

~. 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 cerllfied by the County Cieri< of the 
county In which the Instrument ts recorded. must be filed In the General Land Office within 90 days of the last execution data accompanied by the 
prescribed filing fee. If any such assignment Is not so filed, the rlghts 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 o f 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 rtghts and duties of the parUes. Any collateral 
agreements concerning the development of oil and gas from the teased premises which are not contained In this lease render this lease Invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the Stato a fiduciary duty and must fully disclose any facts affacUng the State's Interest In 
the leased premises. When the Interests of the owner of the soil conflict with those of the State. the owner of the soli Is obligated to put the State's 
Interests before his personal Interests. 

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 
authortzed agent should knowingly make any false retum or false report concerning production or drtlling, or If Lessee shall fall or refuse to drtll 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 Offtce, or If Lessee 
should fall to ftle reports In the manner required by law or falllo comply with rules and regulations promulgated by the General Land Olfice, the School 
Land Board. or the Railroad Commission, or If Lessee should refuse the proper authority access to the records pertaining to operations, or ~ Lessee or 
an authorized agent should knowingly fall or refuse to give correct Information to the proper authority, or knowingly fall or refuse to furnish the General 
Land Office a correct log of any well, or If Lessee shall knowingly 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 rtghts acquired under this lease shall be subJect to forfelture by the 
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Commissioner, and he shall forfeit same when sufficienUy Informed of the facts which authorize a forfeiture, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act However, nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and aa rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compliance With 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

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

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty Interest of the owner of the soli under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the SchoOl Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the lnlerest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soli agrees that the Inclusion of this provision In this lease satisfies the 
execuUon 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, paMers, 
agents, contractors, subcontractors, guests, Invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nalure, or other harm, Including environmental harm, for which recovery of damages Is sought, Including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, Its officers, employees, and agents arising out of, Incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise oot of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soli, their officers, employees and agents, their successors or assigns, agaonst any 
and all claims, liabilities, losses, damages, actions, personal Injury (including death), costs and expenses, or other harm for whiCh recovery of damages 
Is sought, under any theory Including tort, contract, or strict liability, Including attomeys' 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 activoties 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, officer$, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. EaCh assignee of this Agreement, or an Interest therein, agrees to be Uable for, exonerate, Indemnify, defend and 
hold harmless the State of Texas and the owner of the soli, their officer$, 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 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, A CTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, Including soli, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium In, on, or under, the leased premises, by any waste, pollutan~ or contaminant. Lessee shall not brtng or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardoos substances (as the term "Hazardous Substance• Is defined In the Comprehensive Environmental Response, Compensation and Uabthty Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ('Hazardous Materials'), except 
ordinary products commonly used In connecUon with oil and ges exploraUon and development operations and stored in the usual manner and quanti ties. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBmON OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSE.E'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHAll. IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and ff any provision In this lease does not conform to these 
statutes, the statutes will prevail over any nonconlormlng lease provisions. 
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38. EXECUTION. This oil and gas lease must be signed and ac:kno'Medged 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 saUsfled, the effecUve date 
of this lease shall be the dale found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be fi led 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 unHI a certified copy of this lease (>'Allen 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 
recites the actual and trve conslderaUon paid or promised for execuUon of this lease. The bonus due the State and the presc;ribed filing fee shall 
acxompany such certified copy lo the General Land Office. 

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

LESSEE :h 
BY: /~ 

PETCO Lfl\UTED 

TIUe: Agent for Forest 0 11 CorpgraUon 

Date: .5/u/ o? • 

By: Breck Openting Corp. "t',HOY l U 
Al"iO TOR"W. 

President 

rHTO COHTE,.... 
AS TO IHT£1l 11 

"ACKNOWLEDGMENI" 

STATE OF TEXAS § 

COUNTY OF STEPHENS ~ ~ 

nu. instrument wu ocknawlodgod before me on this the 3J - cloy of ---m C)/\ cAJ2006. by 
Ftod F. Dueser, ~neral Partner, on behalf of PotCO Umltod, 1 Te:xu Umitod partnership. 

e BARBARA BEENE 
NOTARY PUBLIC 
STATE OF TEXAS 

'kf commlulon Explm 01·21-2008 

STATE OF TEXAS 

COUNTY OF STEPHENS 

Nowy Public, State of Tens 

~ 
11W instrument wu l tl:nowlodgod before me on this the ~ - day of ~ ~ 2006, 

by John H. Connally. President of Breck Operating Corp., 1 Texu corporation acting in its capacity 11 General Partner of Petco 
Umitod, • Texas limited pa.nnonhlp, on behalf of said pa.rtnorahip. 

••• • • • • • . 

'"' 

e BARBARA BEENE 
NOTARY PUBLIC 
STATE Of TEXAS 

My Commlulon Elq)lm 01·21·2008 

• • • • • • • • • . . 

Notary Public, Stare of Texas 
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--- -----------------------------------------------------------------------, 

STATE OFT~ 

COUNTY OF \c\0 o:L\d 
(CORPORA l iON ACKNOWLEDGMENT) 

BEFORE ME, 1118 undersigned authority, on tills day personally appeared .. L...,C..,hU1ri,.s,.lo.,.ohue111r_,S.,.mwl.~~.th.__ _ ____ _____ ___ _ 

known to me to be !he person whose name Is subscribed to !he foregoing Instruments as Agent for Forest Oj! eorooration A Now Yotk Corooratioo 

of Forest Oil Corporation and acknowtedged to me that he 

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

Given under my hand and seal of office !his !he _3_L day of_~:.......:-=±:::==+~--·· : 20~. 

~ ~,~,;:;j~~· ~Q~~ ,,,,:.~~.~····· October 11, 2009 ~ 
STATE OF--------- (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ___________ _ 

BEFORE ME, !he 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 !hat he 
executed !he same for tha purposes and conslderatioo therein expressed, In the capacity stated, and as the act and deed of said corporation. 

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

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

STATE OF _______ _ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _____________ _ 

BEFORE ME, !he undersigned authority, on this day personally appeared ----------------------

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

purposes and consideration !herein expressed. 

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

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

STATE OF ________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _____________ _ 

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

known to me to be the persons whose names are subscribed to !he foregoing lnstrumenL and acknowtedged to me that they exeruted the same for the 

purposes and consideration therein expressed. 

Given under my band and seal of office tills !he _____ day of----- ----· 20 __ . 

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

• • • • • • • • • 

••• • • • • • • 
• 

• • • • • •• • •• 

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

True and Correct 
copy of 

Original filed in 
Reeves County 

Cle. 1<s Office 
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EXHlBIT"A" 

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

40. Rentals in the amount of $300.00 for years two and three of this lease have been 
prepaid. One half{ l/2) of this amount has been paid to the Lessor and one half( l/2) has 
been paid to the State of Texas. Rentals for the fourth year in the amount of $45,150.00 
has not been paid and if the fourth year rental is not paid then this lease will expire. One 
half (112) of the fourth year rental wi ll be paid to the Lessor and one half (112) will be 
paid to the State of Texas. Rental for the fifth year is included in the fourth year rental 
and if the fourth year rental is paid then no additional rentals are due under this lease 

--~ -~..:Z: 

FILE N0. __ 2_9_9_1 _ _ 

J.fl 

---- -- -- -00 PROilSION H~f" IN v. • 0.1 ' ~~~'ll.l. 
011 US£ er TilE OESCR!U£0 R<At i :.nrim Rt~~USI Ot CO 0~ 
OR RAil LS IUVAUO ~110 IINfN'fl" ·: ~B r (!Ur<Rff0f0At 
IN 

-

FILED FOR RECORD ON THE. __ 2-'--ND---'-___ DAY OF __ ~JUNE=:..:::.._ _______ A. D. 2006 4:45 P . M. 

DULY' RECORDED -ON~? 7TH DAY OF _ __:JUNE::....=..;~ _______ _ A.D. 2006 10:00 A. M. 

BY-
4 ~~~------1 0 [.l. _) ,DEPUTY DIAMNE 0. FLOREZ, COUNTY CLERK 

'-.../ REEVES COUNTY, TEXAS I 
-~::--~----------iiiiiiiiii=---==:::...----;.,..;;,;;;;;;;;;..-~--=~-o=~----!.!!..!!:~~orrect 

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

~ · 
. • 

••• . • • • • • • . .. • 

• • • • • • • .. .. 

copy of 
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Reeves County 

Clerks Office 
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