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TEXA~ GENERAL LAND OFFICE 
Sempra Energy Production Co mpany 

• • ••• • 
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LandSmlth Petroleum Resources, Inc. 214 Texas Ave. SUite 1200 P. 0 . Box3667 Midland Texas 79702 telephone432.682.7861 facsimile 432.683.5086 toll free OOO.n5.0925 

July 25, 2006 

General Land Office of the State of Texas 
Attn: Drew Reid 
I 700 Congress A venue, Room 600 
Austin, TX 78701-1495 

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

Dear Mr. Reid: 

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

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

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

._,1 '-':--,~ - 4 *' (2). Oil & Gas Lease dated May 16, 2006 executed by Tom E. Johnson and wife Jeanie J. Johnson as recorded in the 
VOL: 737, PG: 276, OPR. 

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

•. 0'\ ;o ~~<0. -I A C. (3). Oil & Gas Lease dated May 16, 2006 executed by Holton G. Carnpbell as recorded in the voL: 734, P<J: 8 12,d7.PR. 

6 .1 A-c- (4). Oil & Gas Lease dated May 16, 2006 executed by Charisa J. Almager as recorded in the VOL: 734, PG~ 822, ~ 
t r iT.1 

w 0 Section 4, Block 54, T-4, T&P Ry. Co. Survey 

,,~ _ G Ltc. -\eo (5). Oil & Gas Lease dated June I , 2006 executed by Sempra Energy Production Company as recorded in th~ VOL::~5, 
\J-l /t -, PG: 21, OPR. c _... 

f. N 

Also enclosed are the following checks: 
LandSmith Petroleum Resources, Inc. · check no. 5411 for $6,631.25 as bonus consideration on lease I ; 
LandSmith Petroleum Resollrces, Inc. - check no. 5412 for $25.00 as filing fee for the lease I; 
LandSmith Petroleum Resources, Inc. - check no. 54 13 for $ 1,000.00 as bonus consideration for leaSe 2; 
LandSmith Petroleum Resources, Inc. -check no. 5414 for $25.00 as filing fees for lease 2; 

- .. 
r 0 
... - J 

' 
a) 
b) 
c) 
d) 
e) 
f) 
g) 
h) 

Land Smith Petroleum Resources, Inc. -check no. 5407 for $1,833.34 as bonus consideration on leases 3 and 4; 
LandSmith Petroleum Resources, Inc. -check no. 5408 fo r $50.00 as filing fee for the leases 3 and 4; 
LandSmith Petroleum Resources, Inc. -check no. 5409 for $160,000.00 as bonus consideration on lease 5; 
LandSmith Petroleum Resources, Inc. -check no. 5410 for $25.00 as filing fee for the lease 5; 

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, 

/CA;PP 
L. Christopher Smith, CPL 
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RAL REVIEW SHEET 

Transactiln # 5309 Geologist: R. Widmayer 

Lessor: Sempra Energy Production Company Lease Date: 6/1/2006 u~ [J 

Lessea: Forest Oil Corporation 

lfASE IISCRPnDN 

COlDlty PIN# 
REEVES & '(o, 0 ,Ar 07-109522 

lHIMS lfHRED 

PrtrJury T ll'fTt 3 years 

801118/ A12'8: $500.00 

Rontal/ Acro: 

Royalty: 

CDMPARISDNS 

MF# 

1/4 

Lossoo 

COIIIIBltS: Paid-up rentals. 

A~U~~VIIt:~ 7· 3 Ob 

Thursday, August03, 2006 

$1.00 

Baso RIB No Part 
98110 

Acres: 640 

Soc. BJod( Twp Survoy 
4 54 04S T & P RY CO 

Abst# 
2097 

lHIMS RECIMMEJIID 

Primary Torm 3 years 

Bonus/Acro $500.00 

Ran tall Acro $1.00 

Royalty 1/4 

Data Term Bonus/Ac. RontaJ/Ac. Roy~ty Distlml 
Last Loaso 
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RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commjssioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 03-Aug-06 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM : Robert Halter, Director of Minera l Leasing 

Peter Boo ne, Chief Geo logist 

Applicant: Forest Oil Corporation 

Prim. Tetm : 3 years Bonus/Acre 

County: 

$500.00 

Sl .OO Royalty: 1/4 Rental/ Acre 

Consideration 

Recommended: '(04(2 
Not Recommended: - - - -
Comments: Paid-up rentals. 

~ase Form 
Recommended: _ _._12-_~_J __ 
Not Recommended: --- -
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: ~ 
Not Recommended: ----

Bill Warnick, General Counsel 

Recommended: ~ 
Not Recommended: ----

Larry Laine, Chief C lerk 

Approved: 

ot Approved: ___ _ 

Date: 7· '3 Oh 

Date: _ ___,_¥-+J....__o -"--~ +J _,_~ -"--b 

Date: g /;7 /ora 
r ' 

Dale: f'r.A:, 
I 

Date: 
f /tr (o l 

------

Date: !? :S /Jtl~ tJ G., 

REEVES 
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FILE// 3099 

General Land Office 
Relfnqulshment Act Lease Form 
Revised, September 1997 

~ustin, m:exas 
OIL AND GAS LEASE 

SOUK 7 3 5 PAGE 

THIS AGREEMENT is made and entered into this llL_ day of .. J..,unwe._ ______ ,20~ • between the State of Texas, acong 

by and through Its agent. Sempra Energy Production Company 

of 8235 Douglas Avenue Suite 525 Dallas Texas 75225 

(G1ve Permanent Address) 

sa1d agent herein referred to as the owner of the soil (whether one or more), and ,_F:.t.?r.,e,.s"t 0"'"-il ,.c,.o,roo"""'ca..,t,.lon,_,_ _______________ _ 

of 707 Seventeenth Street Suite 3600 Denver Coloraoo 80202 

(G1ve Permanent Add1ess) 

hereinafter called Lessee 

1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas actlng by and through the owner of the soil. hereby grants, leases and lets unto Lessee. for 
the sole and only purpose of prospecting and drilling for and producing oil and gas. laying pipe lines, building tanks, storing oil and building power 
s tations. telephone lines and other structures thereon. to produce. save. take care of, treat and transport said products of the lease, the following lands 
s1tuated in Reeves County, State of Texas, to-wit: 

T & P Survey, Block 54, Township 4, Section 4 

conta1n1ng ,64::.><0 _____ _ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: ONE HUNDRED SIXTY THOUSAND AND 00/100 

Dollars ($160 000.00 ) 

To the owner of the soil: ONE HUNDRED SIXTY THOUSAND AND 00/100 

Dollars ($160 000.00 ) 

Total bonus consideration: THREE HUNDRED TWENTY THOUSAND AND 00/100 

Dollars ($320 000.00 ) 

The total bonus cons1derat1on paid represents a bonus of L.EuiV"'E'-'HL.ll<UuN.,D"'R"'E"'D'-'Ao.NW<D_..o<~<o,_J1..,0<~<0'------------------------

- ---------------- Dollars (S5QO.OO ) per acre, on ,.64;o;O,., . .,.oo.._ ____ net acres. 

2. TERM. Subject to the other provisions In this lease, this tease shall be for a term of Three 13) years from 
th1s date (herein called "primary term") and as long thereafter as oil and gas, or either of them, Is produced In paying quantities from said land. As used 
tn this lease, the term "produced In paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 
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3. DELAY RENTALS. If no well is commenced on lhe leased premises on or before one (1) year from lhis dale, lhis lease shall lerm•nale. 

unless on or before such anniVersary dale Lessee shall pay or lender to l he owner of lhe soil or 10 his eted1l ln lhe -------- ----­

RENJALS ARE PAID UP Bank, al I , 
or ils successors (which shall conlinue as lhe deposnory regardless or changes In lhe ownership of said land). lhe amounl specified below: In addilion. 
Lessee shall pay or lender lo lhe COMMISSIONER OF THE GENERAL LAND O~fiCE Of THE STATE Of TEXAS. AT AUSTIN, TEXAS. a like sum on 
or before sa1d dale Payments under !his paragraph shall opera:a as a renlai •nd shall cover lhe pnv1lege of deferring lhe commencement of a well for 
one (1) year from said dale. Payments under lhis paragraph shall be in I he following amouniS' 

To the owner of lhe soli· Rentals have been prepaid See paraoraph 40 

Dollars (S • ..,N"'IA,__ _______ ....J 

To lhe Slate of Texas· Renlals haye been prePaid See paragrach 40 

Dollars (S·uNe</A,_ _______ --' 

Total Oelay Rental Renlals have been crepa1d. See paragraph 40 

Dollars ($.,_,N""/A"---------' 

In a like manner and upon like paymenls or lenders annually, lhe commencement of a well may be furlher deferred for successiVe penods of one (1) 
year each dunng the pnmary term. All payments or tenders of rental to lhe owner of lhe soil may be made by check or s•ghl draft of Lessee, or any 
assignee of !his lease. and may be delivered on or before lhe renlal paymg dale If lhe bank designaled in lhls paragraph (or ils succe$SOr bank) should 
cease 10 ex111. suspend business. liquidale. fall or be succeeded by anolher bank. or for any reason fa•l or refuse 10 accepl renlal. Lessee shall nol be 
held m defau~ for failure 10 make such paymenls or lenders of renlal unlll lh1rly (30) days aher the owner of lhe soli shall deliVer to Lessee a proper 
recordable 1ns1rument naming anolher bank as agenllo receiVe such paymenls or lenders. 

4. PRODUCTION ROYALTIES. Upon produclion of oil and/or gas. Lessee agrees l o pay or cause lo be paid one-haK (112) of lhe roya~ 
provided for in !his lease lo the CommiSsiOner of lhe General Land OffiCe of lhe Slale of Texas. al Auslln. Texas. and one-ha~ (112) of such roya~ lo lhe 
owner of lhe soil 

(A) OIL. Royally payable on oil. which Is defined as including all hydrocarbons produced In a liquid form allhe mouth of l he well and also as 
all condensale. dislillale. and olher liquid hydrocarbons recovered from oil or gas run l hrough a separalor or olher equlpmenl , as hereinafter provided, 
shall be 114"' pari or l he gross production or l he marl(el value thereof. allhe oplion of l he owner of lhe so•l or lhe CommissiOner of the General 
Land OffiCe, such value l obe delermined by 1) l he highesl posled price, plus premium, if any. offered or paid for oil. condensale, dislillale. or olher liquid 
hydrocarbons. respecllvely, of a like lype and grav11y In the general area where produced and when run. or 2) lhe hlghesl marllel price thereof offered or 
paid In I he general area where produced and when run. or 3) lhe gross proceeds of lhe sale !hereof. whichever is l he greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plan!, 11 will be run free of cosllo lhe royally owners lhrough an adequale oil 
and gas separalor of convenllonal type. or ol her equlpmenl atleasl as efficient, so lhal all liquid hydrocarbons recoverable from l he gas by such means 
will be recovered. The requlremenl lhal such gas be run lhrough a separalor or olher equlpmenl may be waived. In wriling. by lhe royally owners upon 
such terms and condillons as l hey prescribe 

(B) NON PROCESSED GAS. Royally on any gas (Including flared gas). which is defined as all hydrocarbons and gaseous subslances not 
defined as oil In subparagraph (A) above, produced from any well on said land (excepl as provided herein wilh respecl lo gas processed In a plan! for 
l he extraclion of gasoline, liqu1d hydrocarbons or olher products) shall be 114" part of l he gross production or !he marl(el value thereof, al lhe 
opt:on of the owner of l he soil or lhe CommiSsioner of lhe General Lend OffiCe, such value 10 be based on lhe highest marl(et price pa•d or offered for 
gas or comparable quali1y In the general area where produced and when run. or the gross price paid or offered l o lhe producer. whichever 11 the grealer; 
provided lhallhe maximum pressure base 1n measunng lhe gas under this lease shall nol at any lime exceed 14 65 pounds per square Inch absolute, 
and lhe standard base lemperalure shall be sixty (60) degrees fahrenheil , correclion to be made for pressure accord1ng lo Boyle's Law . and for spec1fic 
grav•IY accord1ng 10 lests made by lhe Balance Melhod or by I he mosl approved method of tesllng be•ng used by I he industry all he lime of lest•ng 

(C) PROCESSED GAS. Royally on any ~~· ;:r~~·sed •n a gasoline plan! or olher plan! for lhe recovery or gasoline or ol her liquid 
hydrocarbons shall be 114"' pari of lhe residue gas and lhe liquid hydrocarbons extracled or lhe marllet value thereof, at lhe opt10n of lhe owner 
of lhe so11 or the Commiss1oner of lhe General Land OffiCe All roya~les due herein shall be based on one hundred percenl (100%} of lhe IOial plan! 
productiOn of residue gas aUnbulable lo gas produced from thiS lease, and on fifty percenl (50%). or that percenl accru1ng lo Lessee, whichever 11 the 
grealer. of l he lolal plan! productiOn of liquid hydrocarbons alln'bulable l o lhe gas produced from lhis lease: provided lhal if liquid hydrocarbons are 
recovered from gas processed in a plan! in which Lessee (or ill parenl , subsidiary or affillale) owns an inleresl. l hen lhe percenlage applicable to liquid 
hydrocarbons shall be fifty percenl (50%) or lhe highest percenl accruing lo a third parly processing gas through such plant under a processing 
agreemenl negollated al arm's lenglh (or~ !here Is no such lhlrd parly, the highesl percenllhen being specifl8d in process•ng agreements or contracts •n 
lhe ~nduSiry), whichever IS the grealer. The respediVe roya~ies on residue gas and on liquid hydrocarbons shall be determined by 1) l he highest markel 
price paid or offered for any gas (or liquid hydrocarbons) of comparable qualily In lhe general area. or 2) the gross price paid or offered for such residue 
gas (or the weighled average gross selling price for the respective grades of liquid hydrocarbons). whichever is lhe grealer In no event , however, shall 
I he royallles payable under lhis paragraph be less lhan the royallies which would have been due had I he gas not been processed 

(D) OTHER PRODUCTS. Royally on carbon black. sulphur or any olher producls produced or manufactured from gas (excepllng liquid 
hydrocarbons) whelher said gas be ·casinghead; "dry; or any ol her gas, by fraclional ing, burning or any olher processing shall be 114" part of 
the gross producl ion of such producls. or lhe marl(et value !hereof. al the option of the owner of the soil or lhe Commissioner or lhe General Land Office, 
such marl(el value l obe delermined as follows: 1) on l he basis of lhe higheSI market price of each producl for the same monlh In which such producl is 
produced . or 2) on lhe basis of l he average gross sale price of each producl for lhe same monlh In which such producls are produced; whichever Is lhe 
greal er. 

s. MINIMUM ROYALTY. During any year after lhe expiralion of lhe pnmary l erm of lhiS lease. if lhiS lease Is malnlalned by producl ion, lhe 
royallies paid under this lease in no event shall be less than an amount equal lo lhe l olal annual delay rental herein prov1ded, otherwise. !here shall be 
due and payable on or before the lasl day of the month succeeding the anniversary dale of this lease a sum equal to the total annual rental less lhe 
amount of royalties paid dunng the preced1ng year. If Paragraph 3 of lhiS lease does nol specify a delay rental amounl , then for lhe purposes of lhiS 
paragraph, the delay rental amount shall be one dollar($ t 00) per acre 
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6. ROYALTY IN KINO. NoiWilhstanding any olher provosion 1n thos lease, at any time or from tome to tome, the owner of the sool or the 
Commossooner of the General Land OffiCe may, at the optiOn of e"her, upon not less than sixty (60) days notice to the holder of the lease. requne that the 
payment of any royalties accruing to such royalty owner under lhos lease be made In kond. The owner of the soil's or the CommiSsooner of the General 
Land OffiCe's right to take ols royalty in kind shall not dominosh or negate the owner of the so ot's or the Commossooner of the General Land OffiCe's nghts 
or Lessee's obhgallons. whether express or omplled, under thos lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in k ind) shall be wothout deductoon for 
the cost of producong, gathering, storing, separating, treating, dehydrating, compressing, processong, transpor11ng, and olherwose making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pav •oyallies on the gross value receoved, including any reombursements 
for severance taxes and production related costs. 

8. PLANT FUEL A ND RECYCLED GAS. No royally shall be payable on any gas as may represent this lease's proportionate share of any fue l 
used to process gas produced hereunder in any processing plant Nolwolhstanding any other provision of this lease. and subject to the wnuen consent of 
the owner of the soil and the Commissioner of the General Land OffiCe, Lessee may recycle gas for gas llh purposes on the leased premises or for 
onJectoon ~nlo any ool or gas producing formallon underlying the leased premoses at1er the liquid hydrocarbons contained on the gas have been removed. 
no royaltoes shall be payable on the recycled gas unlol ol Is produced and sold or used by Lessee 1n a manner whoch enlllles the royally owners to a 
royalty under thiS lease 

9. ROYALTY PAYMENTS AND REPORTS. All royahoes not taken 1n kond shall be paid to the Commossooner of the General Land OffiCe at 
Auston. Texas. on the followong manner: 

Payment of royally on productiOn of oil and gas shall be as provided on the rules set forth In the Texas Regoster Rules currently provide that royally on ool 
os due and must be receoved in the General Land Offoce on or before the 5th day of the second month succeeding the month of production, and royally 
on gas Is due and must be received In the General Land Office on or before the 15th day of the second month succeedong the month of production, 
accompanoed by the affldavo t of the owner, manager or other authonzed agent, completed on the form and manner prescnbed by the General Land Offoce 
and showong the gross amount and disposition of all oil and gas produced and the marl<et value of the ool and gas. together with a copy of all documents, 
records or reports confirmong the gross production, diSposotoon and marl<et value includong gas meter readongs, popellne receopts, gas hne receopts and 
other checks or memoranda of amount produced and put onto popehnes, tanks, or pools and gas lines or gas storage, and any other reports or records 
whoch the General Land Office may require to verify the gross production, disposolion and maokel value. In all cases the authonty of a manager or agent 
to act for the Lessee herein must be filed in the General Land OffiCe. Each royalty payment shall be accompanoed by a check stub, schedule, summary 
or other remittance advice showong by the assigned General Land OffiCe lease number the amount of royalty beong paid on each lease. If Lessee pays 
his royalty on or before thorty (30) days after the royalty payment was due. then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year, such interest woll begon to accrue when the royally Is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty In an amount set by the General Land Office administrallve rule 
which Is effective on the date when the affidavits or support ing documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due dale provided herein. Payment of the delinquency penalty shall In no way operate to prohibit the State's 
right of forferture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisoons shall not apply In 
cases of tolle dos pule as to the State's portoon of the royalty or to that portion of the royalty in dospute as to faor market value 

10. (A I RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnosh the Commossooner of the General Land OffiCe 
woth rts best possoble estomate of oil and gas reserves underlyong thos lease or allocable to this lease and shall furniSh said Commoss10ner woth copoes of 
all contracts under whiCh gas Is sold or processed and all subsequent agreements and amendments to such contracts wothon thorty (301 days after 
entenng onto or makong such contracts. agreements or amendments. Such contracts and agreements when receoved by the General Land OffiCe shall be 
held on confidence by the General Land Office unless otherwrse authorized by Lessee. All other contracts and records pertaonong to the productiOn, 
transportation, sale and marl<etong of the oil and gas produced on said premises, Including the books and accounts, receipts and doscharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to inspecloon and examonatoon by the Commossioner of the General Land Office, the 
Attorney General, the Governor. or the representatove of any of them. 

(BI PERMITS, DRILLING RECORDS. Wntten notice of all operations on thiS lease shall be submotted 10 the Commossooner of the General 
Land Olfrce by Lessee or operator fove (5) days before spud date, worl<over, ro .... r.:oy, temporary abandonment or plug and abandonment of any well or 
wells Such wrotten nollce to the General Land Office sh~ol onclud• ~opoes of Railroad Commossion forms for application to droll Copoes of well tests, 
completoon reports and plugging reports shall be supploed to the General Land Office at the lime they are filed woth the Texas Raolroad Commission All 
apphcatoons. permots. reports or other fihngs that reference thos lease or any specofiC well on the leased oremoses and that are submotted to the Texas 
Raolroad Commosslon or any other governmental agency shall include the word "State"ln the title Additionally, In accordance with Railroad Commlssoon 
rules. any slgnage on the leased premises for the purpose of idenlifyong wells, tank banerles or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts. reports. cuttongs and cores, or other 
onformahon relative to the operatoon of the above.<fescrobed premises, which may be requested by the General Land Office, In addotion to those hereon 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore·hole section, from the base of the surface casong to 
the total depth of well, of all wells drilled on the above descrobed premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within hfteen (15) days after the making of saod survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not foled In the General Land Offoce when 
due The penalty for late fihng shall be set by the General Land Office admonostratove rule whiCh IS effectove on the date when the materials were due on 
the General Land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the prm ary term hereof and priOr to doscovery and 
productiOn of ool or gas on said land, Lessee should dnll a dry hole or holes !hereon, or ~ dunng the pnmary term hereof and after the doscovery and 
actual production of ool or gas from the leased premises such productoon thereof should cease from any cause, thos lease shall not terminate d on or 
before the exporatoon of soxty (60) days from date of completoon of said dry hole or cessatiOn of productoon Lessee commences addotoonal drol llng or 
reworkong operations thereon, or pays or tenders the next annual delay rental on the same manner as provoded In this lease. If, during the last year of the 
pnmary term or wothon slxly (60) days prior thereto, a dry hole be completed and abandoned, or the productiOn of ool or gas should cease for any cause, 
Lessee's roghts shall remain in full force and effect without further operations until the expiration of the pnmary term: and if Lessee has not resumed 
productoon on payong quantotoes at the expiration of the pnmary term, Lessee may matntaon thos lease by conducting addotoonal dnlllng or reworking 

PAGE 

1 
f 

/ 'l .. 

• I 

23 



BOOK 7 35 PAGE 24 

f 
' 

operations pursuanllo Paragraph 13, usong lhe exporaloon of lhe primary lerm as lhe dale of cessaloon of producloon under Paragraph 13 Should lhe firs! 
well or any subsequenl well drilled on the above descnbed land be compleled as a shut-In oil or gas well wolhon the pnmary lerm hereof. Lessee may 
resume payment of lhe annual renlal ln lhe same manner as provided hereon on or before the renlal payong dale follow10g lhe expiraloon of suety (60) 
days from the dale of complelion of suCh shul-in ool or gas well and upon lhe faolure lo make such paymenl, !his lease shall ipso facto lerminale If at the 
exporalion of !he primary lerm or any lime !hereafter a shul-in ooi or gas well Is localed on !he leased premises. paymenls may be made In accordance 
wolh lhe shul-on provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, allhe expiralion of lhe primary lerm. nerther oil nor gas os beong 
produced on saod land, bul Lessee os !hen engaged on dnlllng or reworkong operaloons !hereon, !his lease shall rema10 in force so long as operallons on 
saod well or for dnliing or reworking of any add11ional wells are proseculed In good failh and in workmanlike manner wilhoul inlerruplions 1o1a11ng more 
lhan sllcty (60) days during any one such operalion, and ~!hey resu~ In !he producllon of oil and/or gas. so long !hereafter as oil and/or gas IS produced 
on paying quanl olies from said land, or paymenl of shul-10 011 or gas well royallies or compensalory royallies Is made as provided in !his lease 

13. CESSAnON, DRILLING, AND REWORKING. If, after lhe explrelion of !he primary term. producllon of oil or gas from !he leased 
premoses. after once obl a1ned, should cease from any cause, lhls lease shall nol lermlnale if Lessee commences addilional drill ing or reworking 
operalions w1lhin sixty (60) days after such cessalion. and this lease shall remain In full force and effecl for so long as such operalions conl inue 1n good 
fa1th and In workmanlike manner Wllhoul interruplions IOta ling more lhan si>Ciy (60) days If such drilling or reworking operalions resull In lhe produclion 
of oil or gas. !he lease shall remain in full force and effecl for so long as oil or gas is produced from the leased premises in paying quanlilies or paymenl 
of shul-in ool or gas well royallies or payment of compensatory royallies Is made as provided herein or as provided by law. If !he drilling or reworking 
operations resu~ in !he completion of a well as a dry hole. lhe lease will nol lerminale if !he Lessee commences add1lional drilling or reworking 
operations wllhin s1>e1y (60) days after lhe complelion of lhe well as a dry hole, and lhls lease shall remain In elfecl so long as Lessee conlonues dnlllng or 
reworking operallons in good failh and in a workmanlike manner wilhoul inl errupllons lolallng more lhan si>Ciy (60) days. Lessee shall give wnuen nohce 
10 !he General Land Offoce wilhin lhlrty (30) days of any cessalion of production 

14. SHUT-IN ROYALTIES. For purposes of !his paragraph, "Well· means any well l hal has been assigned a well number by lhe slate agency 
hav1ng junsdicloon over !he production of oil and gas 11. al any l ime after the e•,iraiiOn of the pnmary lerm of a lease lhal, unlil being shu11n, was be1ng 
maonlained in force and effecl. a well capable of producing ?il or gas 1n paying quanlilies is localed on lhe leased premises. bul oil or gas Is nol be1ng 
produced for lack of sui! able produclion fac1hties or lack of a suitable markel. !hen Lessee may pay as a shul-10 oil or gas roya~ an amounl equal lo 
double the annual rental provided in lhe lease, bul nol less lhan $1,200 a year for each well capable of producmg oil or gas 1n paying quanhlles. If 
Paragraph 3 of !his lease does nol specify a delay renlal amounl. !hen for lhe purposes of lhis paragraph, lhe delay renlal amounl shall be one dollar 
(S1 00) per acre To be effeclive, each inilial shul-in oil or gas roya~ musl be paid on or before (1) lhe exp11ahon of lhe pnmary lerm, (2) 60 days aner 
lhe Lessee ceases to produce oil or gas from lhe leased prem1ses. or (3) 60 days after Lessee completes a drilling or reworking operalion in accordance 
wolh lhe lease provostons: whichever dale is lalesl Such paymenl shall be made one-half (112) lo lhe Commissioner of lhe General Land Offoce and one­
haij (112) to !he owner of lhe soil If lhe shul-in 011 or gas royany is paod, lhe lease shall be considered 10 be a producing lease and lhe payment shall 
e>Ciend lhe lerm of l he lease for a period of one year from lhe end of !he primary lerm, or from the fors! day of lhe monlh following l he monlh In which 
producloon ceased, and, after lhal. if no surtable productoon facilities or suilabie markel for lhe oil or gas exosls. Lessee may e>Ciend lhe lease for four 
more successive penods of one ( 1) year by paying I he same amounl each year on or before lhe expirallon of each shul-in year 

15. COMPENSATORY ROYALTIES. 11, dunng lhe period lhe lease IS kept in elfecl by paymenl of lhe ahul-in oil or gas royally, oil or gas is 
sold and delivered in pay1ng quantities from a well located wil hin one lhousand (1,000) feel of l he leased premises and completed in lhe same produc1ng 
reservoir. or in any case in which dra1nage IS occurnng, lhe nghllo conllnue 10 maonllin lhe lease by pay1ng lhe shut-In ool or gas royally shall cease, bul 
lhe lease shall remain effective for l he remainder of lhe year for which lhe royally has been paid. The Lessee may maintain l he lease for four more 
successive years by Lessee paying compensalory roya~ all he roya~ rale provided In I he lease of lhe markel value of production from the well caus1ng 
lhe dra1nage or which is compleled in lhe same producing reservoir and wrth1n one l housand (1,000) feel of lhe leased premises. The compensatory 
royally is 10 be paid monthly, one-half (112) 10 lhe Commissioner of lhe General Land Office and one-haij ( 112) lo lhe owner of lhe soil, begonning on or 
before lhe last day of lhe month following lhe monlh in whiCh lhe ool or gas is produced from lhe well causing the drainage or lhal is completed in lhe 
same produc1ng reservoir and located w11hon one thousand (1 ,000) feel of lhe leased premises If lhe compensatory royally paid In any 12-monlh period 
is an amounlless lhan lhe annual shul-in ool or gas royally, Lessee shall pay an amounl equal to lhe difference Wllhin thirty (30) days from !he end of lhe 
12-month penod Compensatory royally payments which are nol limely paid woll accrue penally and 1nleres1 In accordance w11h Paragraph 9 of !his 
lease. None of these provisions will relieve Lessee of lhe obligation of reasonable development nor lhe obligation 10 dnll olfsel wells as provided In 
Texas Natural Resources Code 52 173, however, atlhe delerminaloon of lhe CommiSSIOner. and wilh I he Commissione~s wflllen approval, lhe paymenl 
of compensatory roya111es can salisly lhe obhgalion to dflil offsel wells 

16. RETAINED ACREAGE. NolwllhSianding any provision of !his lease 10 lhe contrary. after a well producing or capable of producing oil or 
gas has been completed on lhe leased premises. Lessee shall exercise lhe diligence of a reasonably prudenl operator in dnliing such addollonal well or 
wells as may be reasonably necessary for !he proper developmenl of I he leased prem1ses and in markeling I he produclion !hereon. 

(A) VERTICAL. in the evenllhls lease is in force and effecllwo (2) years after lhe expiration dale of lhe pnmary or e>Ciended lerm il shall then 
1erm1na1e as 10 all of lhe leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quanlilies and 320 acres 
surrounding each gas well capable of producing In paying quantities (Including a shul-ln oil or gas well as provided In Paragraph 14 hereof). or a well 
upon which Lessee Is then engaged In conllnuous drilling or reworking operalions. or (2) lhe number of acres oncluded In a producing pooled unll 
pursuanl lo Texas Natural Resources Code 52 151-52154. or (3) such grealer or lesser number of acres as may !hen be allocated for producllon 
purposes 10 a prorahon unil for each such producing well under the rules and regulat ions of lhe Railroad Commissoon of Texas, or any successor 
agency, or olher governmental aulhorily having junsdicl ion If al any lime after lhe effective dale of l he partial termination provisions hereof, the 
applicable field rules are changed or lhe well or wells localed !hereon are reclassifoed so lhalless acreage is thereafter allocaled l o said well or wells for 
production purposes, !his lease shall thereupon terminate as lo all acreage not thereafter allocated 10 said well or wells for producloon purposes 
No1w11hstand1ng lhe l erminallon oflhis lease as 10 a portion of lhe lands covered hereby. Lessee shall nevertheless conlinue lo have l he nghl oflngress 
10 and egress from the lands sl ~l subject 10 lhis lease for all purposes desc11be~ 1n ?aragraph 1 hereof, logelher Wllh easemenls and nghls-of-way for 
ex1s11ng roads, ex1stong popelines and olher exis11ng fac1ln•e• on. ov~r and across all lhe lands described on Paragraph 1 hereof ("!he retained lands·). for 
access l o and from lhe rela1ned lands and for lhe gathering or lransponaloon of oil, gas and other monerals produced from lhe rela1ned lands 
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(B) HORIZONTAL. In the event this lease 1s 1n force and effediWo (2) yeara after the exp1ratton dale of the pnmal)' or extended term" shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter 'deeper depths") 1n each well located on acreage reta1ned In 
Paragraph 16 (A) above. unless on or before IWO (2) years after the pnmal)' or extended term Lessee pays an amount equal to one-half (112) of the 
bonus onglnally paid as consideration for th is lease (as specified on page 1 hereof). If such amount is paid. this lease shall be in force and effect as to 
such deeper depths. and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas Is produced in 
payong quantities from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearly as practocal. be In the form of a 
square woth the well located In the center thereof. or such other shape as may be approved by the Comm~sioner of the General Land Office. Wrthon 
th irty (30) days after partial termination of thiS lease as provoded herein, Lessee shall execute and record a release or releases containing a satosfactol)' 
legal descnption of the acreage and/or depths not retained hereunder. The recorded release, or a certofied copy of same, shall be filed In the General 
Land Off1ce, accompanied by the filing fee prescribed by the General Land Office rules In effect on the date the release Is filed. If Lessee falls or refuses 
to execute and record such release or releases wrthon nonety (90) days after being requested to do so by the General Land Offoce, then the 
Commissooner at hos sole doscretion may designate by wrinen Instrument the acreage and/or depths to be released hereunder and record such 
onstrument at Lessee's expense 1n the county or countoes where the lease 1s located and 1n the official records of the General Land OffiCe and such 
desognatoon shall be b1nd1ng upon Lessee for all purposes. 

17. OFFSET WELLS. Neolher the bonus, delay rentals, nor royahoes paod. or to be paod. under th1s lease shall reloeve lessee of hos obligatiOn 
to protect the oil and gas under the above-<lescrobed land from being dra~ned . Lessee, sublessee, receover or other agent on control of the leased 
premoses shall drill as many wells as the fads may justify and shall use appropnate means and dnlllo a depth necessal)' to prevent undue drainage of 
011 and gas from the leased prem1ses. In add1tion. d oil and/or gas should be produced in commercial quantoties wothln 1,000 feet of the leased premises, 
or In any case where the leased premises Is being drained by production of 011 or gas, the Lessee, sublessee, receover or other agent on control of the 
leased premises shall1n good fa1th begin the dnlling of a well or wells upon the leased premises w1lhin 100 days after the dra1mng well or wells or the 
well or wells completed Within 1,000 feet of the leased premises start producong in commercial quantlt18s and shall prosecute such dnlllng w1th dologence 
Failure to satisfy the statutOI)' offset obligation may subject this lease and the owner of the soil's agency roghts to forfeoture. Only upon the determmatoon 
of the Commissioner of the General Land Office and with hos wnllen approval m~t tnu payment of compensatol)' royalty under applica ble statutol)' 
parameters satisfy the obligation to drill an offset well or wells r.tquir~d under thos paragraph. 

18. FORCE MAJEURE. If, after a good faith effort Lessee is prevented from complying with any express or rnplied covenant of this lease, 
from conduding dnllong operations on the leased prem1ses, or from produc~ng ool or gas from the leased prem1ses by reason of war, rebelhon, roots, 
strll<es, ads of God, or any valid order, rule or regulatiOn of government authonty, then while so prevented, lessee's oblogatoon 10 comply Wtth such 
covenant shall be suspended and Lessee shall not be liable for damages for faolure to comply Wtth such covenants, addrt10nally , thiS lease shall be 
extended while Lessee Is prevented, by any such cause, from conduct ing dnft~ng and reworlung operatiOns or from producing 011 or gas from the leased 
prem1ses However, nothong In thiS paragraph shall suspend the payment of delay rentats In order to maonta1n lhl$ lease 1n effed dunng the prrnal)' term 
1n the absence of such dnlhng or reworldng operations or production of oil or gas. 

19. W ARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the sool defaults 
1n payments owed on the leased premises, then lessee may redeem the roghls of the owner of the soli 1n the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on beha~ of the owner of the soli under this paragraph, Lessee may recover the 
cost of these payments from the rental and royahies due the owner of the soot. 

20. (A) PROPOR TIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entore undov1ded surface estate In the above 
descnbed land, whether or not lessee's Interest Is specified herein, then the royalties and rental herein provided to be paid to the owner of the so11 shall 
be paid to h1m in the proportion which h1s Interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General land Office of the State of Texas shall be likewise proponionately reduced. However, before lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Offoce. lessee or his authorized represenlatove must submilto the Commissioner of the 
General land Olfoce a wnllen statement whiCh explaons the doscrepancy between the interest purportedly leased under lhos lease and the actual1nterest 
owned by the owner of the soli The Commossioner of the General Land Office shall be paid the value of the whole production allocable to any undovlded 
Interest not covered by a lease, less the propon10na1e development and productiOn cost allocable to such undovided interest However, in no event shall 
the Commissioner of the General land OffiCe rece1ve as a royalty on the gross productiOn allocable to the und1voded Interest not leased an amount less 
than the value of one-Sixteenth (1/ 16) of such gross produd1on 

(B) REDUCTION OF PAYMENTS. If, dunng the prln181)' term, a portion of the land covered by this lease IS included w11h1n the boundanes 
of a pooled unh that has been approved by the School Land Board and the owner of the soot In accordance w11h Natural Resources COde Sed10ns 
52 151· 52.154. or 1f, at any trne after the expiration of the pnmal)' term or the extended term, thos lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basos hereunder shall be reduced accord1ng to the number of acres pooled, released, 
surrendered, or otherwose severed, so that payments determined on a per acre basis under the terms of thiS lease dunng the primal)' term shall be 
calculated based upon the number of acres outside the boundanes of a pooled unrt, or, if after the exp1rat1on of the primal)' 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 necessal)' for operations under thos lease except water 
from wells or tanks of the owner of the soli: provided, however. Lessee shall not use potable water or water suitable for livestock or lrrogallon purposes 
for waterfiood operations Without the poor consent of the owner of the so11 

22. AUTHORIZED DAMAGES. lessee shall pay the owner of the soli for damages caused by its operations to all personal property, 
mprovements, livestock and crops on saod land 

23. PIPELINE DEPTH. When requested by the owner of the soil, les~c.s shall bul)' rts pipelines below plow depth 

24. W ELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet lo any house or barn now on said prem1ses w othout 
the wnnen consent of the owner of the soot 
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25. POLLUTION. In developing this area. Lessee shall use the n.ghest degree of care and all proper safeguards to prevent pollution Without 
limrting the foregoing. pollution of coastal wetiands. natural waterways. rivers and Impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its diSposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or Injury; and upon 
completion or abandonment of any well or wells, Lessee shall fi ll and level all slush plls and cellars and completely clean up the dril ling site of all rubbish 
thereon Lessee shall, while conduct ing operations on the leased premrses, keep said premises free of all rubblah, cans. bottles, paper cups or gar11age. 
and upon completion of operations shall restore the surface of the land to as near Its original condition and contours as Is practicable Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to ilmhations In this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, Including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
tenmination of this lease unless the owner of the soil grants Lessee an eiCiension of this 1 20-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quantities Additionally, Lessee may not draw and remove casing until after thirty (30) days wrrtten 
notoce to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fiiCiures. or casing which are not timely removed by Lessee under the tenns of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates or either 
party to this lease may be assigned, In whole or In part, and the provisiona of this lease shall eiCiend 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 wrll not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or Impair the effectiveness or any 
act perfonned 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) furn ishes the Lessee with satisfactory written evidence of the change 
In ownership, Including the original recorded muniments of thle (or a certiOed copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of th la 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 hs entirety as to only part of the acreage. the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, If the asslgnor or assignee does not file a certified 
copy of such assignment In the General Land Office before the next rental paying dale, the entire lease shall tennlnate for failure to pay the entire rental 
due under Paragraph 3 Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, Including any liabilities to the State for unpaid royalt ies. 

(B) ASSIGNMENT LIMITATION. Notwllhstanding any provision In Paragraph 27(a), If the owner of the soli acquires this lease In whole or In 
part by assignment without the prior written approval of the Commissioner of the General Land Offrce, this lease Is void as or the time of assignment and 
the agency power of the owner may be forfehed by the Commissioner. An assignment will be treated as H it were made to the owner of the soil if the 
assignee Js· 

(1) a nominee of the owner of the soli; 
(2) a corporation or subsidiary In which the owner or the soil is a principal stockholder or is an employee of such a corporation or subsidiary, 
(3) a partnership In which the owner of the 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 which is the owner of the soil; 
(6) a fiducrary for the owner of the soli; Including but not limited to a ounrdlan. trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a famrly member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption 

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

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assrgned 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 cert ified by the County Clerl< of the 
county in which the Instrument is recorded, must be filed In the General Land Office wrthln 90 days of the last execution date accompanied by the 
prescribed filing fee If any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfehure at the option of the 
CommiSsroner of the General Land Office. 

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

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

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum within thirty days after it becomes due. or d Lessee or an 
authorized agent should knowrngly make any false return or fa lse report concerning production or dllll ing, or if Lessee shall fail or refuse to drill any 
offset well or wells In good fa ith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or rf Lessee 
should fail to fi le reports rn the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board. or the Railroad Commission, or if Lessee should refuse the proper authorhy access to the records pertaining to operations, or H Lessee or 
an authorized agent should knowingly fait or re fuse to give correct infonnation 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 provrsions of this lease, or If th is lease is assigned and the 
assrgnment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 

·--~---------
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Commossooner, and he shaU forte~ same when suffoc:oenUy onformed of the fact; wnoc:h authoroze a lorfeoture, and when forferted the area shall agaon be 
subject to lease under the terms of the Rehnquoshment .A"' Hov.over, nothong hereon shall be construed as waivong the automatoc: termonatoon of thos 
lease by operatoon of law or by reason of any specoallmrtatoon arosong hereunder Forfeotures may be set asode and lhos tease and au roghts thereunder 
reonstated before the roghts of another intervene upon satosfactory evodence to the Commossioner of the General Land Offoc:e of future compliance woth 
the provosions of the law and of this lease and the rules and regulatoons 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 ol all unpaod royalty and other sums ol money that may become due under thos lease. By acceptance or 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security interest in all leased minerals In and eX1racted from the leased premises, all proceeds which may accrue to 
Lessee lrom the sale or such leased minerals, whether such proceeds are held by Lessee or by a third pany, and all l oX1ures on and improvements to the 
leased premises used in connect ion with the production or processing ol such leased minerals in order to secure the payment or all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this tease, whether express or implied. This lien and security Interest may be foreclosed with or wothout cou11 proceedings In 
the manner provided In the Tille 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 hen Lessee hereby represents that there 
are no proor or superoor he ns arosing from and relating to Lessee's activities upon the above-described propel1y or from Lessee's acquositoon of this tease 
Should the Commissooner at any time determine thatthos representation os not true. then the Commossooner may declare this lease fo r1eoted as provoded 
hereon 

34. POOLING. Lessee is hereby granted the roghl to pool or uMoze the royaUy onlerest of the owner of the soot under this tease woth any other 
leasehold or moneral interest for the exploraloon, development and production of oil or gas or eijher ol them upon the same terms as snail be approved 
by the School Land Board and the Commossooner of the General Land Offoc:e for the poohng or unotozong of the interest of the State under thos lease 
pursuant to Texas Natural Resources Code 52 151-52 154 The owner of the soot agrees that the onclusoon of thos proviSIOn on thos lease satosfies the 
executoon requorements stated on Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and diScharges the Stale of Texas and the owner of the soot, theor otfoc:ers, employees, partners. 
agents, contractors, subcontractors, guests, onvrtees, and l heor respectove successors and assogns, of and from all and any actions and causes of actoon 
or every nature, or other harm, including environmental harm, for which recovery of damages is sought, oncludong, but not lm oted to, all losses and 
expenses whocn are caused by the activhies of Lessee, hs officers, employees, and agents arosong out of, oncodental to, or resunong from, the operatoons 
of or for Lessee on the leased premises hereunder, or that may arose out ol or be occasioned by Lessee's breach of any of the terms or provosoons ol thos 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Fu11her, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State or Texas and the owner of the soil, their offoc:ers, employees and agents, their successors or assigns, agaonst any 
and all claoms, liabilities, losses, damages, actions, personal ln1ury (Including death), costs and expenses. or other harm for which recovery of damages 
is sought, under any theory including ton, contract, or strict habllrty, Including attorneys' fees and other legal expenses, lncludong those related to 
envoronmental hazards. on the leased premises or In any way re lated to Lessee's failure to comply with any and all environmental taws: those arosong 
from or in any way re lated to Lessee's operations or any other of Lessee's actovotles on the leased premises: those arising from Lessee's use of the 
surface of the leased premises: and those that may arose out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omis sion or Lessee, ijs directors, officers, employees, partners, agents, contractors, subcontractors. guests, invotees, and their 
respective successors and assigns. Each assignee of thos Agreement, or an Interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold l'oarmless the State of Texas and the owner of the soil, theor officers, employees, and agents In the same manner provoded above on connectoon woth 
the activitoes ol Lessee, its offoc:ers, employees, and agents as descrobed above. EXt:EPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AN DIOR LIABILITIES ASSUM"'C UNDER :He TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARO TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCL UDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the hoghest degree of care and all reasonable safeguards to prevent contamonatoon or 
pollutoon or any environmental medium, including soil, sur1ace waters, groundwater, sedoments, and surface or subsur1ace strata, amboent aor or any 
other envoronmental medoum on, on, or under, the leased premoses, by any waste, pollutant, or contamonant Lessee shall not brong or perm~ to remaon on 
the leased premoses any asbestos containing matenals, exPiosoves, toxoc materials. or substances regulated as hazardous wastes, hazardous materoals, 
hazardous substances (as the term "Hazardous Substance· is defined on the Comprehensove Envoronmental Response, Compensatoon and Loabohty Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxoc substances under any federal, state, or local law or regulatoon f Hazardous Materoals"). except 
ordtnary prCY.Iucts commonly used in connection wrth ool and gas exp0orstoon and development operations and stored In the usual manner and quantotoes 
LESSEE'S V IOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND OEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRmEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICAB LE LAW. Tl'ois lease Is ossued under the provisions of Texas Natural Resources Code 52.171 through 52. 190, commonly 
known as the Relinquishment Act, and otl'oer applicable statutes and amendments thereto, and ij any provosoon in thos tease does not conform to these 
statutes, the statu tes woll prevail over any nonconlormlng lease provisions 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before il is filed of record In the county records and 
in the General Land Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, th is lease must be filed of record In the offoce of the 
County Clerk In any county In which all or any part of l he leased premises Is located. and certified copies thereof musl be filed in the General Land 
Office. This lease Is not effective until a cert1fied copy of this lease (which is made and cert1fied by the County ClerX from his records) Is filed In the 
General Land Office in accordance with Texas Natural Resources Code 52. T83. Additionally, this lease shall not be binding upon the Stale unless it 
recites the actual and true consideration paid or promised for execution of th is lease. The bonus due lhe Slate and lhe presc11bed filing fee shall 
accompany such cert1fied copy lo the General Land Offoce 

Tille: Aaenl for forest 011 Corporation 

Date c. /os/ow 
I I 

PRODUCTION COMPANY 

L~~ ~ 
r I he Stale of Texas 

STATE OF TEXAS 

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

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

STATE OF TEXAS 

BY: 
lndlv:;id:;:u-::a7.11y::-:a:-nd:;::-a:-s -=-a-=-ge::-n::l-;fo::-r::t;-he::-;;S::-ta::-te:-o;-:fT:;:-e::-x-:a-s ____ _ 

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

STATE OF TEXAS 

BY· ~~--~----~~~--~---------­
Indlvidually and as agent for the Slate of Texas 

Date:-----------
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STATEOF ________ ~----~-

COUNTY OF I \ \\(\_ \.Q. ._,( \ 

. . . BOO~ 7 35 PAGE 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. lhe undersigned aulhorily, on 1h1s day personally appeared ,.L-'C"'h"'r""lswlo,.oa.h.,.e.:...r "'S"-m,it"-h _______________ _ 

known 10 me to be the person whose name is subscribed to the foregoing Instruments as Agent for Forest Oil Coroora!lon A New York Coroora!lon 

of--------------- ------------------------ and acknowledged 10 me thal he 

executed the same for the purposes and consldera!lon therein expressed, In the capacity stated. and as the act and deed of said corpora!lon 

Gtven under my hand and seal of off tee this the~ day of _j;--'::,\.1..~)"""',_-..-:-_~ 
JOLENE F. MULLINS 

Notary Publoc. State ol Texas 
My Comm.ss10n Exp.res 

Octob et 11. 2009 

STATE OF J.T.w.e~xa.,s.__ _ _ ____ _ 

COUNTY OF ,.D.e;al,la...,s _ _____ _ 

(CORPORATION ACKNOWLEOGMENT) 

BEFORE ME. lhe undersogned authonly, on thts day personally appeared 11Mwic ... h,..a.w.ewl J'-'W"'a.,t,ke01r ________________ _ 

known to me to be the person whose name 1s subscnbed to the foregoing Instruments as :~.Yi.o.teoze:~-P:..tr.w.es..,l,.de,n.ul _ _ _ ____________ _ 

of SEMPRA ENERGY PRODUCTION COMPANY 

BOBBlE MCGEHEE 

MY COMMISSION EXPIRES 

JULY 30, 2006 

STATE OF ________________ _ 

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

and acknowledged to me that he 

(INDIVIDUAL ACKNOWLEOGMENT) 

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

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

purposes and constderalion thereto expressed. 

G1ven under my hand and seal of offtee th1s the ___ day of---------- 20 __ 

Notary Publte In and for - -------------

STATE OF _ ____________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

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

BEFORE ME, lhe undersogned authonty, on this day peraonally appeared----------- - ---- -------

known to me to be the persons whose names are subscnbed to the forego1ng Instrument. and acknowledged lo me lhat lhey executed the same for the 

purposes and cons1derat1on there1n expressed 

G1ven under my hand and seal of offtee thts the ___ day of -------- -- 20 __ 

Notaty Pubhc 1n and for ------ ----- - --
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EXHIB IT "A" 

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

40. Rentals for years two and three of this lease have been prepaid and are included in the 
bonus consideration of paragraph 3. One half ( 1/2) of this amount has been paid to the 
Lessor and one half( I/2) has been paid to the State of Texas. 

FILE N0. _ _ 3~0_9~9'---

00 P!itMSIOI• mv.~ "• ·,• i ""t' 1.:_ 
011 US£ OfT I I£ DLSCR!DfO W•~ r .<:·F. a, .~4USI ()t COLO~ 
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FILED FOR RECORD ON TRE._~7~TR~ ___ DAY OP _ ___,JUNEL!l.!~·---------A.D. 2006 3 : 5 1 p M. 

DAY OF JUNE A. D. 2006 10: 00 A. M. 
~~~r------- ------------ ----

EPUTY DIARNE 0. PLOREZ, COUNTY CLERK 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE STATE OF TEXAS 
COUNTY OF REEVES 

The above and foregomg 'S a full true and correct Dhotographrc :ooy of tne 
ong,nal recoro now rn my la;•,'u custOdy a~d possess•on as me 5.i!rne s 
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March 23,2007 

Atln: L. Christopher Smith, CPL 
LandSmith Petroleum Resources, lnc. 
P.O. Box 3667 
Mid land, Texas 79702 

Re: Relinquishment Act Lease MF-106877 
640.0 acres out of Section 4, Blk. 54, Tsp. 4, 
T &P Ry. Co. Survey, Reeves County, Texas 

Dear Mr. Smith: 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under Mineral F ile number M-106877. Please refer to this 
number when making payments to the State and in all future correspondence concerning the 
lease. Failure to include the mineral file number may delay processing of any payments 
towards the lease. 

Your remittance of$160,125.00 has been app lied as the state's portion ofthe cash bonus 
$160,000.00 along with a processing and fi ling fee in the an1ount of$125.00. Please let me know if 
you shou ld have any questions. 

Sincerely, 

b tAoJ4;0b1 u,u;----
Drew Reid 
Minerals Leasing 
Energy Resources 
(5 12) 475-1 534 

MS/DR 

tephcn F. Auqin Building • 1700 onh Cong-ress Avenue • Austin, Texas 78701-1495 

Post Office 13ox 12873 · Austin, Texas 78711-2873 

512- 463-5001 · 800-998-4C LO 

www.glo.statc. rx. us 



Jerry E. Patterso~mmi sione< 

By ~ 


