
Survey 

Block 

Block Name 

Township 

Section/Tract 

Land Part 

Control 
07-104643 

Part Description 

Acres 

Depth Below 
0 

Name 

Lease Date 

Primary Teml 

Bonus($) 

Rental($) 

Lease Royalty 

MF108332 

Base File 
<}4534 

PUBLIC SCHOOL LAND 

57 

46 

Depth Above 
0 

COIIIIty 
REEVES 

Depth Other 

CHESAPEAKE EXPLORATION LTD. PARTN 

3/21/2007 

5 yrs 

$~~ .... 2.; ..... 

$0.00 :?....:.~ U! '2:1:.~(. 
0.1250 1 'tt~~· "' 

AnENnON FILE USERS! 
This file has been placed in table 

of contents order. 
RETURN TO VAULT WITH 
DOCUMENTS IN ORDER! 
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Transacmn# 5681 

Lessor: Ruff, Jr., Richard 

Lessee: Pinnacle Land Services, Inc. 

LIASE llSCRfTJON 

County 
REEVES 

TERMS OffHlfD 

Prilmry Tll'nt 

Bonus/ Acre: 

Rental/ Acre: 

Royalty: 

CDMPARISONS 

Mf# 

5 years 

1/4 

PIN# 
07-1 04643 

$325.00 

$1 .00 

HAL REVIEW SHEET 

8as8 FOO No P~rt 

94534 ALL 

GeoDjst: R. Widmayer 

Lease Date: 9/7/2007 ll c 
Gros3 Acres: 640 

Net Acres: 42.666667 

sue. 11110 Twp survey 
46 57 00 PUBLIC SCHOOL LAND 

Abst# 
2472 

TERMS RECIIIWEIIIII 

Prina'y Tonn 

Bonus/Acre 

Roo tal/ Acre 

Royalty 

Date Tonn 

5 years 

$325.00 

$1 .00 

1/4 

Bmus/ Ac. Roota/Ac. Roymty llstall:e 
Last Lease 

Adjacent East 

Conunents: Paid up rentals for first 2 years. 4th year rental will be $326.00 per acre and will pay up the 5th year. Also: 
5 leases in this file . 

Approved: ____ _ _ 

/ 



HAL REVIEW SHEET .• 

Transactiln # 5681 Geoklljst: R. Widmayer 

Lessor: Ruff, Jr., Richard Lease Date: 3/15/2007 u~ J 

Lessee: Ghalfat=tl PrOFl9Fties, Inc. ~ ~~ Acres: 640 

LEASE IISCRJ11111N 

County 
REEVES 

TERMS OFFERED 

Primary T ll'flt 

BofUls/ Aa-e: 

Rental/ Acre: 

Royalty: 

(., c., rJ, 0 
k-

5 years 

1/4 

PIN# 
07-104643 

$325.00 

$1.00 

Baso Rio No Part Soc. Block Twp Survey 
94534 ALL 46 57 00 PUBLIC SCHOOL LAND 

TERMS REC.r.HID 

Prirul'y T orm 5 years 

lknls/Acra ~ s:;;'·Jo.oo 

Rental/ Acre $1.00 

Royalty 1/4 

Abst# 
2472 

ClftiiARISINS 

MF# Lessee nato Term Bonus/ A c. Roo tal/ A c. Royalty Oistall:o 
Last Lease 

Adjacent East 

t z -?' ... \) 
C0111fl11J1tS: Paid up rentals for first 2 years. 4th year rental will be~ per acre and will pay up the 5th year. Also: 

Barbara Ruff Arledge with 42.6666624 acres. 

A~UQVOO: "{).Lfa 4 Jb · 07 

Tuesday, April10, 2007 



TransactiJn # 5681 

LBSS(X': Ruff, Jr., Richard 

Lessee: Chalfant Properties, Inc. 

lfASE IIII:RP11DN 

C0111ty 
REEVES 

TERMS DFHHBI 

Primary Tll'nt 

Borws/ A~ro: 

Rental/ Aero: 

Royalty: 

Js years 

Qt4 

CIMPARIIDNS 

MF# Lossoo 

PIN# 
07-104643 

$32s.oo 1 

$1.oo 1 

HAL REVIEW SHEET 

GeOOjst: R. Widmayer 

Lease Date: 3/15/2007 Ut 0 

Aa'BS: 640 

Base Am No Part Sec. Bind< Twp Survey 
94534 ALL 46 57 00 PUBLIC SCHOOL LAND 

TERMS RRDMMEJIIID 

Prml'yTorm Js years 

Boms/Aa'O I 
Renta/Aa'O [ $1 .oo 1 

Royalty J1!4 

COIIIIB1ts.: Paid up rentals for first 2 years. 4th year rental will be ~er acre and will pay up the 5th year. Also: 
Barbara Ruff Arledge with 42.6666624 acres. 

Tuesday, April 10, 2007 

r 

Abst# 
2472 



HAL REVIEW SHEET 

TrMSaetill # 5738 Geololjst R. Widmayer 

Lessor: Mustang Specialty Company Loase DatB: 3/21/2007 u~ 0 

LesseB: Chesapeake Exploration Limited Partnership Gross Acre&: 640 

lfASE IIICRFlliN 

County 
REEVES 

TERMIIFHRED 

Prinary T 11'111: 

Boms/ A~n: 

Rental Acm 

Royalty: 

5 years 

l 

l 
1/4 

PIN# 
07-104643 

$504.00 

$1 .00 l 

Not AcreS: 46 

Base Am No Part Soc. Blodt Twp survoy 
94534 46 57 00 PUBLIC SCHOOL LAND 

lHIMI RECIMMEIIID 

Prinary Term 5 years I 

Boous/Acre $504.00 

Rental/ Aero I $1 .00 j 

Royalty 1/4 

Abst# 
2472 

CDMPARIIINI 

Mf# Datu Turm Boous/ A c. Rill tal Ac. Royalty lis taD 

COIJIIUitS: t_aid up rentals for 2nd and 3rd years. Will need a 4th year rental of $150.00 to bring lease in line with l 
~omparable $325 bonus/$325 4th year rental. See Trans 5681 for original workup. 

AiJIJ'OVIIl: ------

Thursday, June 07, 2007 

Last L88S8 



Transactiln # 5681 
;)f-

L8SS(I': Ruff, Jr., Richard 

Lessee: Chalfant Properties, Inc. 

lfASE IISCRJilliN 

Comty 
REEVES 

TERMS DFRJlBJ 

Prinary T (l'fJl: 

Bonus/ Atl'a: 

Rent:tl Acre: 

Royalty: 

CIMPARIIIfS 

Is years 

[fl£ 

MF# Losseo 

PIN# 
07-104643 

$325.00 l 
$1 .oo 1 

l.c;"'\ d. 

HAL REVIEW SHEET 
f 

G~t: R. Widmayer 

LeasoDate: 3/15/2007 Ut 0 

Acres: 640 

Base fOO No Pll't sec. Blod< Twp Survoy 
94534 ALL 46 57 00 PUBLIC SCHOOL LAND 

Abst# 
2472 

TERMS RRIIMHID 

Prinary Torm Is years J 
Roms/Aero $32s.oo 1 

Roo tal Aero $1 .oo 1 

Royalty 11/4 

Datu Tenn Boous/Ac. Roo tall Ac. Roy~ Distaooo 

I ]I _jl II I Lastleaso 

Jl a · ~l - ob I s '~"~ I $3'-S.oo)l $1 -oO !Adjacent East 

II I I II 

I I I II 

L I I II 

COIJIJ81ts: Paid up rentals for first 2 years. 4th year rental will be $326.00 per acre and will pay up the 5th year. Also: 
Barbara Ruff Arledge with 42.6666624 acres. 

Tuesday, April 10, 2007 
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Parks Land Management, L.L.C. 
RESEA RCH & ACQUISJTJON S PECIALISTS 

Doyle W. Pnrks, Owner 
Office: 432-399-4659, Toll Free: 866-764-8371, Cell: 432-264-8024, Fax: 432-399-4203 

11306 North CR 31 
Big Spring, TX 79721 

April 2 8 , 2008 

Texas General Land Office 
Attention: Drew Reid 
1700 N. Congress Avenue , Suite 600 
Austin , Texas 78701 

Dear Mr. Reid; 

I have enclosed a check for a pproval and filing fee of $1 25.00 EACH and the 
Sta te 's portion of the lease bonuses for these Mineral Classified leases. 

SECTION 46, A-2472, BLOCK 57, PUBLIC SCHOOL LAND SURVEY, 
Reeves County, Texas 

Richard C. J enner 
12.800000 net acres 

J . Robert Ba u er , Jr. 
12 .800000 n et acres 

Nell Hau se Ka ufmann 
12.800000 n et acres 

Louise Campbell Forward Cobb 
16.00000 n et acres 

S2,080.00+S l 25.00 

S2.080 .00 + S 125.00 

$2 ,08 0 .00 + $ 125. 00 

$2 ,600.00 + $ 125.00 

SW I 4 of SECTION 37, A-3934, BLOCK 55, PUBLIC SCHOOL LAND SURVEY, 
Reeves County, Texas 

Jane Wa tson 
6 .000000 n et acres $975.00 + $125.00 

The East 44.00 acres of the South 80.00 acres of SECTION 25, A-3513, 
BLOCK C-10, PUBLIC SCHOOL LAND SURVEY, Reeves County, Texas 

The Dennis and Sandra Cole Revocable Trus t 
44.0000 n et acres $8925 .00 + $ 125.00 



••• • • . ~· 
••• 
•••• 
• 

•• • • • • • • 

• 
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SECTION 19, A-4935, BLOCK 59, PUBLIC SCHOOL LAND, Reeves County, 
Texas 

Patricia Penrose Schieffer 
272.6715 net acres $44,309.12 +$125.00 



ALPINE ENEPIGY, LP ~OND. OK 7'3013 

COMM05: COMMI SSIONER OF T,HE TEXAS GENERAL 

ACCOUNT NUMBER: 12052686925 

INVOICE/REFERENCE TYPE DATE COMMENT 

RH4601 INV 12/22/07 LEASE BONUS 

CHECK TOTALS: 

08016319 CHECK NUMBER : 

CHECK DATE: 

GROSS AMOUNT DISCOUNT 

11,200.00 .00 

001952 11,200 .00 .oo 

001952 
001952 

04/18/08 

AMOUNT 

~ "·"'·" 

11,200.00 



, LP:~: E:~:GY. LP~ND OK r013 

C<Ww'I05: COMMISSIONER OF '!;HE TEXAS GENERAL 

ACCOUNT NUMBER: 12052686925 

INVOICE/REFERENCE TYPE DATE COMMENT 

RH4601B INV 03/03/08 ADDITIONAL BONUS 

CHECK TOTALS: 

08016320 CHECK NUMBER: 

CHECK DATE: 

GROSS AMOUNT DISCOUNT 

1,600.00 

001954 1,600.00 .00 

001954 
001954 

04/18/08 

AMOUNT 

1,600.00 

1,600.00 



ALP.IN~ :~ERGY, LP ~NO OK 73013 

COMM05: COMMISSIONER OF 'l;HE TEXAS GENERAL 

ACCOUNT NUMBER: 12052686925 

INVOICE/REFERENCE TYPE DATE COMMENT 

RH4601A !NV 12/22/07 ADM FEE 

CHECK TOTALS: 

08016321 
GROSS AMOUNT 

125.00 

001953 125.00 

CHECK NUMBER : 

CHECK DATE: 

DISCOUNT 

.00 

.oo 

001953 
001953 

04/18/08 

AMOUNT 

125.00 
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PINNACLE LAND SERVICES , INC . 
P . 0. BOX 99 1 PH . 830-569· 54 36 

PLEASANTON , TX 78064 

10187 
37-65/1119,120 

4230795734 

, .... fD ., • 
~-· .. 

NP 



•• • • •• 
••• • . .... 
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• 
PARKS LAND MANAGEMENT~,;, 
RESEARCH & LEASE ACQUISITIONS 10134333 
432-399-4659 432-264-8024 
11 306 N COUNTY RD. 31 I P.O. BOX 711 
BIG SPRlNG, TX 79720 

.1818 

10487 
37-6511119 1120 

423079573-4 



. ' . -

••• • • • • •• 
•••• • • •••• 
• 

•• • • • • • • • 

• 
I oo 
I o 0 
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PINNACLE LAN P. 0 BOX D SERVICES INC 
· 991 PH ' · 
PLEASANTON . 830-569-5436 

• TX 78064 

1817 

0801611? 

080] 67 13 

d.0co. ov 

10485 
37·6511 119 1120 

4230795734 



Date Filed: f/2?/oY 
Je rry E. Patterson, Commtsstoner 

By --;;P/? Slv/r 

•• • •• • • • 
• • • • • • 

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



•• • • • • •• 
•••• • .... 

••••• • • 
• ••• ••• • • 

• . .. 
• • • ••• • 

Drew Reid 
Mineral Leasing Division 
1700 N. Congress, Rm. 600 
Austin, TX. 78701 -1 495 

Mr. Reid, 

I • 

DA VlD F. WIDTESELL 
PETROLEUM LANDSERVICES 

P.O. BOX84 
FORT DAVIS, TX 79734 

(432) 249·0579 

May 10, 2007 

Please fi nd attached for your consideration, an Oil and Gas Lease on Mineral 
Classified land in Reeves County. 1 have also attached a check covering the Lease 
Bonus, the $100 Processing Fee and $25 Filing Fee. 

Surface Owner: Mustang Specialty Company 

Description 
PSL 57, Sect. 46 

NMA 
20.00 

Additional Surface Owners: 
Jake E. Blake 
Douglas A. Miller 
Estate of Virginia R. and Roy C. Troeger 
Barbara Ruff Arledge 
Richard Ruff Jr. 
Baur Interest lnc. 
TI1e Villa K. Bozeman Trust 
lmperiaJ Oil Company 
Estate of Jerome Hagan 
Blake Oil and Gas 
Estate of Edward R. Forward 
Wilma W. Nelson 
Nell H. Kaufman 
Emily Harris 
Michael H. Harris 
Patricia L. Harris 
David W. Harris 

] d Regar/" tU4f 
David?iuW 
432.249.0579 

Bonus 
$SOO 

Term Rental/ac 
5yrs $11,592.00 

Royalty 
25% 



V CHESAPE,AKE•OPERATING, INC 

•• • • • • •• 
•••• • •• •• 
• 

••••• • • 
• ...... 

• • 
• 

• •• • • • 
~ . . . 

008019 TX GENERAL LAND OFFICE 

VOUCHER INVOICE INVOICE 
NUMBER DATE NUMBER 

n1060 04/13/07 041307C 

'\ 

l/ 

07040665 
No. 785547 

DESCRIPTION OR 
NET A rJOUNT GROSS AMOUNT DISCOUNT 

DIXIE LAND MUSTANG SPECIALTY L ' 11 ,717.00 

I 
\d-

/ 

** TOTAL FOR CHECK 11 ,717.00 



.. .. . . , 
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MF' f D~ .~32 /-J 

~6 

FILE/I 1919 

••• • • • •• • 

Oenonl Uon4 Ol'llce 
~~~--~~Ad leoMI'onn 
llt-.~1.-r 

austin, 'tleexfla: 
) . 

\ ' \.. . 
OIL AND GAS lEAst: 

THIS AGREEMENT Ill m.de end enlw.cllnto II*~ lilly ot mMicch"'-"LL-----~20!!l..__ , ~the st.le ot Tex•, ecftlg 

by and ltlrough b agent. Lt ""Jnp S!lldll't ComoaDY 

ot P 0 Box 991 Mkllnd TX. 797Q1 

(Giwoo "-"---) 

Mid ..,therein rwfemocl to • the- ot the ecll (........._one or marej, Mid Cbell!"t• E.........,.. Llmbd pw1nlrlljp 

ot p 0 8o!c 181f!6 O!dlboml Cb O!dlbc!ml 73154911!!! 
(Giwoo--) 

1. ORAN1'1NG ClAUSE. FOI' end In coo~ ot the amount. .and below end ot the cov-* end -s~~-•t«<la to be peld, kept end 
performed by L-under ltiia ..... !he Sbte otT-~ by end "-91 the- ot !he tol, hereby SJWD, ...... end '-Ia Utto ~. for 
the 11018 and ody purpoee ot ~ end cdlng for 111111 ~ ol end gea, ~ pipe .,_, ~ llria, •omv ol end ~ .,._. 
abltlona, tet.phone Ins end «her IIIIUC:Ues thereon, to ~. - . t.11e care ot, n.t end lrw'olport u1c1 procluda ot 1t11 ...... 1t11 following lendl 
situated In BMyn Ccr.riy, Sate otT- !o-wl: 

All of PSii. 67, Section 41, A~72 

oontalima,._----"&40""----- ecree, mare 01' leaa. The bonia COIIIideuillt•• peld for II* line Ill • folloM: 

To the State ot T - : : EleYI!l Tbo!Mnd FIY't Hun!hd Ninety Two l>ola!JI!ld No CerA 

Oola,. ($11 592,00 

To the OWMr ot the .oil:: EIIYen Tbo!aw!d FIYt Hll!!bd Ninlly Two O<*n •lid No CerA 

Dolata ($11 592 00 ) 

T olal bonus con.lder'ation: Jwtm Due Iboultod One Hll!!bd E!gHy EQII" !lola !I lad No Ctn!a 

Oolata ($2318100 ) 

The Ioiii bonua conelderltlon peld repr8«11a I bonus of ._S.LFIY'tWLJ.JHu,.,ncbd....., ....... F...,Q\1.._ ____________________ _ 

--------------- Dolata ($504 00 ) per ecre. on • ....:«!.,...,OO"'---- net eons. 

2. Tl:RM. SWjec:t to the oilier ~In thll ...... ltiia ._.11\aH be for a term ot FIY't 15> yea,. from 
this date (herein t*led 'r:wtrn-Y term') end •long lhlriMier • ol end g8, 01' .U. ot them, Ill produced In pe~ ~from uld lend. M uaed 
in ltiia IteM, the term "prrduced In paying quentllft' ,_.!hill 1t11 recelpla from !he .... 01' clha' IUihortzed oornrTielt:ill uae ot the atlllance(a) 
OCII/Wfed exceed out of pocket oplf1ltionel ~for the • rnonlhe ... pellt. 

• •• • • • • •• • 

•• • • • • • ••• 

True and Correct 
COIJ 

Ongmal fried in 
A eves Cou ty 

Clerks Ofhce 
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VOL. 7 ti 3 PAGE 

) . DELAY RENTAlS. If no_. il commenced on the leased premiMa on~ bel~• one (1) yur !ram thil dille, lhlo IMu 8halt tennlnlila, 

l.rMea on~ bel~• 8UCh ••~M~w t 4* "-lhall r-1 ~tender to 1M-d 1M 801 ~to hil ad In !HIS IS A PAID-UP LEASE: SEE 

PARAGRAPH 40 

~~------77~~~~--~~~~-~~~~--~~----~~~~~~----~~~~--~~~ 
~ .. ---(.tllcll ... oonlirue - the depoe/by ,....... d ctwv- In the -.hip d -.ill lend), .. emourt epecllled below; In edclilon, 
l-ahal pey Of tender to the COMMSSIONER OF THE GENERALLAHO OFACE OF THE STATE OF TEXAS, AT AUSTlN. TEXAS, alb .um on 
or belora .aid dlte. Paymenla wider thil ~ lhall opanlta • a rental Mel ahalf COYW the prMiage d deferring the conollafle*Mnl d a _.tor 
one ( 1) year from uld ciMe. Pliymenls wider thil ~ 8l\all be In the ~ amounta: 

TotM~rdthe~----------------------------------------------------­

~~---------------J 
TotM~adT~------------------------------------------------------

~ ~---------------J 
T~O..yR.qt--------------------------------------------------------

~~~-----------------J 
In a Ike manner Mel upon llk.a peymanla or....,.,_ annually, tha 0011101*ooamenl d a wei 11\11)' be MttMr dM..-.<1 for euoceeaiva parloda of one (1) 
year each cUing 1M prlmaly term. ~ pe.,.... or ....,.,_ d iWil:al to the - d tha 801 11\11)' be mede by chack ~ ~ draft d ~. ~ any 
aNignM ol thil IMu, and 11\11)' be dehw.cl on or belora the rental ~ dille. If the bank ~ In lhlo ~ (or b aucc:.aor bank) ahoukl 
CMM to axlot, auepend ~ lqWdiQ, fall ~ be euc:c.ded by ~ bMic, or tor any ,_ fall ~ r"'- to accept rental, '-- 8hall not be 
held In daf.ul tor ta11n to maa ouch peyl'*1la or ....,.,_ d rwUI 111'111 ll*ty (30) dlrya lifter the - ol the toll lllall deiYW to L•- a proper 
recordable lneln.lmenl fllllllng anotMr bank • agenl to racalv• IUCII peymenla or tendarL 

4.. PROOUC110N ROYALTIES. Upon proclldon dol~ gee. L--.,- to r-1 or- to be peld onHiaW (112) ol the royally 
provided I~ In thil ..... to the Commllllioi• ol the GefwallMd Olllca ol It .a sate ol T-• .t Auotri, T-Mel or.har (112) ol ouch royaly to the 
owner oltM 1011: 

(A) OIL R~ peyllble on ol, wNch il cWned • ~ alli)dr~• procb>ed in alquid form • the~ ol the wei and .., • 
al c:anderuta, diiiiiMe, and oCher lquld hJCiGC8itlol• recootered ltom ol ~ g.a run ltw'olqla Mf*810r ~oCher~ • hlrillnliftar provided, 
shall be 1/4 tb pM d the ~~ produl;llon Of the nowket Yalua thereof, .t the oplon d tha - d the eol or tM CorNnloleloner d the GenerW 
Land Olllca, auch value to be delerrrined by 1) IM ~ poiiled price, paa premium, II any, otrared Of peld I~ oil, c:ondaruY, dlltllilte, or oCher llq.ad 
li)dr~ ~. d a Ike type Mel~ In the g~~Wa~aree....,. procb:ed lind when run,~ 2) the NgMM market price thereof otrwed or 
peld In the ge!WII- we.. proclJced and when run, at 3) the~ pr'CICeedlla d tha .. thereof, .....,._. il the gr.tw. La..M -.,-that before 
any~ proclJced !rem the laeMd premiMa il aold, LMd ~ pr~ In a plwC. I wil be run lrM d co.t lo the royally owneta throogh an adequ.ta ol 
Mel ~ MpWator d ~ type, or o1tw equipment • ._.. • ........._ ~ that allq.ad hJCiOCMt>ol• raco-.ble 1tom the gee by ouch mMn. 

wit be rac:ovw.a. The ~ that ouch gaa be run 1two1q1 a ~ or o1tw ~ 11\11)' be waived, In 'lllllb1g. by the royaly ~ upon 
ouch te~ and~ •they pr-=rtbe. 

(8) NON PROC£Ua) GAS. R~ on arry gaa (Wdudlng n..d g.a), wNch il cWined • a1 ~ and gaMOUa aubatancae not 
defined • olin~ (A) --. procb>ed 1tom arry wall on lllid lind (_,. • prcMdecl t.a1n liilh 1-.ped to gee~ In a plant I~ 
the axlnlctlon d ~.liq.ad hJCiOCMt>ol• or othar producta) ahal be 1/1 th 1*1 d the ~ procU:tlon or the rnarbl Yalua thareof, M the 
opCJon d the owner d the 1011 at the Cornu.-• d the Gefwal lMd Ollkle, ouch ...au. to be baaed on the hlgheM rnarbl price peld or otrared lor 
ga d ~ CJ.ally In the ge!WII- ....,. procb:ed lind when run, or the ~price peld or otrwed to the producer, ~.,. il the ~ttr; 
pro'ilded IMI the mulmum pr...-. baa. In ~ lht ~ l.lldlr thil ._ thlllnclt .t any lime ar::oeed 14.«15 pound& per 8QI.W'8 Inch abaoU!t, 
and 11M atandard baM t~alhall be alxry (60) ~ Fahrtnhal, CClrJ..aion to be mede tor~ accordlrcl to Boytt's Law, and lor spedftc 
~vly eccordi'lg to taMe mede by the 8alanct lloWhod ~by the mot1 ~ rnsthod d IMilrG ~ LMd by the lncUiry • the lima d teiillrQ. 

(C) PROCESSED GAS. R~ on any gaa ~ In a ~ plant Of other pliltil fat the raco'lefY d guoln ~ othar llq.ad 
hyO'oca~ lhall be 1/4 th 1*1 d tha -"*-~ and the liqlal hJCioc:Miol• ...rr.ctad at the nwut value thereof. • the opion d the -
d the eol at the Cornu.-• d the GefwallMd Ollce. ~ ~ • t.aln 8l\all be baaed on one hundred patetnl (1001') d the lotlll plant 
~ d r-.ldut g.a ~to gaa procb>ed 11om lhla Itt•, lind on My patetnl ~). or thel J*oen1 ~to L-. ~- • the 
~aater, d the t~ plant producllon d lquld h)'drOCMt>ol• llllrtKabla to the ~ produi:ed from thil ._.; prcMdtd that llliq.ad hJCiOCMt>ol• era 
rec>OYered from gee .,.._...s In a plant In wNch La..M (or Ia perwe, ........., or ......,..) owna an Int--. then 11M ~ applcallle to lquld 
~ lhel be My patetn1 C50".J ~ the ~ patetn1 ~ to a lt*d p.ty ~ gaa throogh ouch plant .mer • ~ng 
agra.nari negotlQd a1 arm'alef9h (or lither• il no IUCh lt*d p.ty, tha hlgheM patetnl then ~ aptCillad In proceear.g IIQr.menla ~ c:on1rac::ta In 
the lnduotry), whldMver il the.,...... The~~ on raeldue ~Mel on icpd hylrocarbona shal be delemWled by 1) the l1ghaM mar1llit 
pr1oa peld or otrared for arry g.a (or 11q1a1 hJCiOCAiboi•) d 001o"'"'illllt ~In the QIIWal-. or 2) the~ prloa peld Of ofYared tor ouch ~ue 
gaa (or the waighled _.. ~ ..-ng prloa for tha l'8lptdM Ill-* d icPd h)'drOCMt>ol•), ""'**- il tha gr.tw. In no ..,..._ r-ver, INI 
the roya .... peyalllt wider thil ~be.._ then the royWIIaa wNctl-*1 ,.. .... bean • heel the gaa liCit bean~· 

COt on& PRODUCTS. Ro,ally on cnon *"*. ~ at arry oe.r producta proca..s Of IMIIIAadand 1tom gaa (ex:epting lquld 
hJCi.......tlol•) ... Mid gaa bt *catli.-oaed: •«y: Of tnt Ohf ... by .......... ~~~.~ Of tnt oCher~ ... be 1/4 Jb '*' d 
the ~ production d 8UCh producia. Of .. nowket 'nkla ~hereof, • the oplon d the - d the 801 Of the Comi ....... d the GefwailMd omc., 
8UCh rrwket ...au. to be Ottarmlntd • t~ 1) on the btala d the NgMM nwut priced .-eli product for the - month In wNch ouch product • 
PfOCLor*l, Of 2) on the btala d the _.. ~ .. pr1oa d .-eli product tat tha - month In wtolch ouch producta ara produced: ~- il the 
~aater. 
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1, MINIMUM ROYALTY. Oulng any year efter the expQtlon olthe prtnwy term o1 Ita ..... If Ita 1ene It malrtU>ed by produdlon, the 
ro}'aRi• Pllld under lhlt ._. In no r~enl wn be .._ than an arnot.ri eqU8I to the total amue1 ~ 111111111 herein provided; olhenoOM, "*- ahal be 
due and pey~~ble on or before the '-t day olthe monlh ~ lhe ..W.• y dille filtH. ._. • eum equ.l to the total ennue1 rwaJ ._ the 
amount ol royeltlee peld cbtng the prec:>eclrG .,... If ~ 3 ol tH. ._. cto.. net epdy • ~ I"WWtee -.111, then for lhe piA'pOM8 ol !hie 
peregreph, the deley renlelllmounl hi be one dole< ($ UXl) per ecre • 

• • ROYALTY .. KINO. NoC\oll ... dng _,other prcM.Ian In tiD ..... et 8l'tf lime or flun IMie to IM!e, the- olthe ecll Of the 
Commlaloner ollhe <>en.W lAnd Olllce m.y, etltw ~ ol..,_, upon net ._ltwl eildy (eo)~ nollce to the hoiiMr olh ..... reqt*e u.t the 
pilyrnent ol any royellea eoc:rUng to aucf\ royalty - ...W tH. ._. be mMie In kRI. The - olthe eol"a or lhe CooiioiiMicM• olthe C... I 
lend Ollloa'a right to tab Ia roydy In knd et.ll not dmnllh or neoet• the - ollhe eall'a or lhe ~- ath ~ land Olllce'a rtgtU 
« l-'• obllgetlona, .....,_~or Implied. Wider tH. -... 

T. NO DEDUCTIONS. l- egrMa thlot al royellea aoc:rUng ...W tH. ._.(Including tt... peldln knd) et.11 be wlhout deob:IJon for 
the Coat Of prodldlg, glllhemg. etorlng, uperellng.lraellng, dellylhllng, COIIIJU•IoiQ, l'fOCM8Ircl, trw.pof11ng, and dherwiM m.ldng the ol, gM and 
oCher procluc:tol hanlunder .-ely for ule or ~ l--.,-to ~ and pay royWIIea on the gro.a value recelved, lndldng ..., ~ 
for aeveranoe te-and~ nolloted coeta. 

' · PLANT FUEL AND RECYCLED GAS. No royalty lhel be pey1lble on 8l'tf 11M • may ,._-.1 tH. ....... poopc11tloneta a1wa o1 any fllel 
UMd to prOCMa ga produced ,......In _, pnlCII8Iing pllrt. Notwll.,..dng ..., other prcM.Ian attN. ...... and autlfed to the........., ccww.rt at 
the owner at the aol end the Commlleloner at the General land Ol'llce, l- may nocyde ga for ga 1ft piA'pOM8 on the IMMd prwn1oMa or for 
Injection Into any ol or gee producing fOITIIIIIIon undeftytrG the IMMel prwnloMa liftwthe lquld toyQ-ocarbona c:ontalned In the ga tww been -..!; 
no royeltiea WI be payable on the racyded ga 1.1'1111 I It produced and aold or UMd by l- In • ....,... wtllcto .,...._ the royety _,.. to • 
royelty under thlt te ... 

I. ROYALTY PAYMENTS AND REPORTS.. ,_.ovyallea net tabn In knd lhel be peld to the C«n....,._ olthe Gene1W land 0111ce at 
A~n. Texas, In the folloM1g nwvw; 

Payment of royalty on procb:tlon ol ol and ga ahal be • provided In ttw rulea Ml folth In the T- Regletw. Rulea cwren11y prcMde thll royety on o1 
Ia due 1nd muet be ~ In the o.n..l Lind 0111oe an or before hl!ltl dly t:J the -.1 monlh ~the rnofth t:J proGdan. IIIII rf1fWI.y 
on ga It due and must be reoeMd In the Genet.~ lAnd Olllce on or before lhe t5lh dly olthe MOOnd monll ~ lhe monlh ol production, 
eooompanled by the llllldellll atlhe - • .....-.g.- Of ather~~~ In ttw form and mennor ~by lhe Generwl Land omc. 
and ahowtng the groa amount and dllopoallon ol al ol and ga produced and the m81tlal value ol the ol and gee. togelhw wlh a OOf1Y otal ~. 

recorda Of raporta conllrmlng the gro.a proclldon, ....,._.,., and nwbot Wlua ~ ga - ~ plpalna r.oa1pta. ga 1ne ~ end 
ather checlca « memorwode at -.111 procllced and ptj Into plpalr-. lel*a, « poo6l and ga .._ Of ga 111onoge. and _, other raporta or reconi& 
wtolc:h the General land Ollloa may~ to ¥Wtty the gro.a produdloro, dlepoallon and ll'l8rut value. In a1 -ttw dlCIIIty ot • ln8IWQW or~ 
to act for the l- herein mult be tied In the Genef'al Land Olllce. Each royalty paymenlet.ll be eccao.-lled by a et-a elub, edlecUe, ........., 
or other r..,._ ecMce ~ by the fJ8IIigr>ed Genet.~ lAnd Ofloe ._. rvnbw lhe -.nt ol royely Wig paid on _,., ...... If LeMM pays 
hit royalty on « before thloty (30) day. lifter ttw royely ~ - clue, then l-._. • panety ot R on the ~ or 125.00. wHche- It 
greeter. A royalty payment wtllctl It owr thloty (30) deye l8te WI ec:crua • penalty ot1K olttw royely due or $25.00 Vlltllt:hrlw Ia grwtw. In edclllon 
to • penalty, IV)'IIIIIM INI ec:crua .....,_ et • ...._ ol t~ per,..,; 8UCto .....,_ ... begin to ec:crua when the ~ It eildy (80) ~ ............ 
Af'lldalllta and 8UppOitlng docunenla wHet!- not tied when due.,..lncu • panety In en -.111.,. by the Genet.~ land 0111ce Mto•••itllie r\M 
which It err.ctM on the dale when the IOftldiMie or ~ ~ --. due. The ~ .,.. bMr al rapona1111ty for ~ or c:aalng 
royellea to be paid • 111-=ribed by the due dale proYided herein. ~ olthe dalnquency ,...ay et.u In no ~ opanM to proNbllhe sa.te'e 
~ ol forfeilln • provided by l8w nor act to poatpona the dille on wHet! ro,eiiM--. otlglnaly ~. The aboft panety pnMe1ona et.11 not Iippy In 
- ot• ~ • to ltw st.le'a poctlon ollhe royely or to thet pcrtlon ol the royety In c1epD • to '* nwbot value. 

10. (A) RESERVES, CONTRACTS AND Ollt£R RECORDS. l- ehel annually ~ lhe Comrnleelol• ollhe o.n..1 land 0111ce 
with Ia beet poeellle ......... ol ol and ga ..--~ tH. ._.Of aloceble to tH. ._.and lhel flmleh eaid Coo••• ...... • wlh c:op1a of 
el c:omr.c:ta IRier which ga It aold or ~ and al eubMquetll ~ and -m.ota to 8UCto c:ore.cte wlhln ttW1y (30) dlye efter 
entering Into or maki1g aucf\ c:orotrxta, agr-* or-~ SUch coro1recta and agrMto_.. when ...celved by lhe ~ lAnd 0111ce.,.. be 
held In cxonfldance by the Gener.t lAnd Olllce ..._ GlhenoiM a~ by ~ M ell.- c:ore.cte and reconi& partllirirG to the production, 
~portallon. ule end nw1titllng otthe ol and 11M produced on Aid prwnloMa, ~the boob and ..,.,.,......_ ~ and cloec:twgM ot ell_.., 
tenlca, pcdl. melere, and ~ ahell at al ti'nM be eubjar:t to lnepec:tion and exernlnallon by the ComouiMiouet ol the G«<enn land Olllce, the 
Attorney~. the Governor, or the 08po-ttitllft ot _, otlhem. 

(B) P£RMrr&. DRJUJNG RECORDS.. Willen nollce ot a1 openotlona on IIIII ._. ahal be~ to ttw eomn...,. .. otthe C...l 
lend Ollloa by l-or operator live (5) ~before apcld dille, Wlll1covw, ~. temporwy ebendonmenl Of plug and et.oldolw••• olrrry _.or 
wela. Such ..ntt.n .-.ollce to h GenerW lAnd Ollloe ehal lnclucle c:opla ol Rehed Ccommiaeion t1orme for llpllllcetion to drll. CopiM ol _. .... 
complitllon raporta end plugging raporta et.ll be~ to ltw GenentllAnd Olllce etthe lime they- tied wlh the T-R~ Comrn-.on. ,_. 
epplcetlona, parmlla, raporta or other,... lhll ~ tH. ..... Of....., epadllc w.l on the laMed pramiMe and that .. ~to the T .... 
Ralroed CclnwNMion or_, other gowonoo•otlll 11QW1CY et.ll- h won~·st.t.· tn lhe-. .-.-lonaly, In aocordaooce wlh Rlllhoed Commlealon 
n:Ra, _, algnliQa on h IMMd prwn1aM b lhe ~ o1 ~ ....... t.nk bethr1ee or other~ ~npow-ola to the lend muot elao 
raude the won1 "stMe; L-...... e&q~~y the GenerW land Oflce wlh lillY reconiol, ..-.ndl, ecccura, rwport:a. ctenga and 00f'fl8, or Olher 
int0il11etlon relative to lhe ~ ollie ~ premiMe. wtllcto may be ,...,...., by the General land Ofllce, In eddlion to thoM herWI 
elepf..aly provided for. l-et.ll 1-. en elar:trtclol andlor radioec:INity awwy mMie on lhe borHiola ear:tlon, flun .,. beoM ol the aurt.c. c:.ing to 
the total clepe'l ol w.l, ol al _.. drtled on ttw ebow deeatled prwnlaM and .,.. trwwn1 • true OOf1Y ollhe log ot _,., ...-...y on _,., _. to the 
General land Ofllce .tl*l ftfta.~ (15) dlye...., ltw malclng ol uld ...-...y. 

IC) P£NAL TES . .__ ...... lncu I panllty whaneYw rwport:a. ~ Of oCher ~ ... not tied In the General Land omc. when 
due. The panelly for late fling ahloll be 8111 by the Genet.~ lAnd Ofllce ado•••itllw rule wlllch It elfar:tM on the dale when lhe moot..W. wwe due In 
the Genenl land omce. 
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11. DRY HOI.£4CE6SATtON OF PROOUCTlOH DURINO PfaMARY TERM. If, ~ the prtmlly term hereof and prior to ~ and 
procU:tlon d ol « g.a on uld Mil, t.- 8hould !HI • my hol8 or hol88 thereon, « It~ the prtmlly term her8of lllld lftw th8 cllc:oYwy and 
ectu8l production d ol or ga tom the -..cl ~ 8UCII pniCb:tlon lhlrwat VooUd - from 8l't'f ~. 1M ._. aMI not tennlnlte If on or 
belfore the upinltion d eboty (60) deya from dille d c:amplellon d -'d my hol8 « ..-..lon d procb:tlon L-~ adclllon8l cding « 
rewondng operation8 lh«eon, or peys or t~ the nat llnftJ8I .w.y renlalln the_,. rnANW • pnMded In thle IMM. II, cUW>g the ..,.. yeer d the 
prlmrf term « wlllrlllbCy (110) a,. prior......,, • my hol8 be~ lllld ~ or the proeldlon d 011 « g.a IIQMt OMM lor eny ea-..e, 
~·· ~ et1e1 IWiriWin In U tan:. lllld elf8d wlhout ..._ aperMionD Ynllthe upn&lon d ..,. prtmlly Wm; lllld It t.- ha not reaumect 
production In pe~ ~ li the upbtlon d the prtmlly term. L- nwy ......,.. _,. .._. by COfllb:tlng 8dclllonAI diVIng 01 rewor1drcl 
oper8llon8 ~to ~ 13. "*" .... 8llpRiion d the prtmlly Wm -the .... al ~ d procU;tlon lftilrl'8nlignlph 13. Shol*l the lnl 
..,.. or 8l't'f 8UbMquenl ..,.. ~ on the llboft ~lind be ~ • • llhiA-In ol or ga..,......., the pr1INry term -.or. ~ mey 
,....,. peymwtl d the .,.... ....,.... In the - - • pnMded '*win on « belorw the ....,.... peytng dille following the aphllon d ebdy (60) 
deye from the det8 d ~ al euch etu-«-o Oil « ga ..,.,.. and upon the l8lln to mM8 eucll peyment, thi8 .._. lhellpeo tecto~. If li the 
uphillon d the pr1nwy Will or wry.._..-. •.,...... ol « ga..,.,.. le ~on the -..cs prwn1Me, ~ nwy be rned8 In IOCiOfU8nc8 
wilh the eld41 prooMiofw hered. 

1Z. DRI.J.JNG AND REWORKING AT EXJ'IRATlOH OF PfaMARY TERM. It, lithe uphtion allhe prlmely term, neilh8r oil nor ga le being 
produced on -'d lend, W L- le then englged In !ding or ~ operllllone thereon, thle .._. a/11111 remeln In tan:. 10 long • oper8llone on 
Mid ..,.,.. or tot ~ or ~ d 8l't'f 8dcltlonlll ....... proMQbd In good t.lh tnd In WOftcrn8nllb ,_,_ wlhcU lnterruptionlltalallng more 
tn.n 8bdy (80) deye dlft-G 8l't'f - eucll operwtlon, and It lwy ,._. In the ~ al Olll/lfd/or ga, eo long tlwelftw • ollll'ld/or ga Ia produced 
In peylng q~ from Mid lind, or PIYfl*ll ollla.i~ o1 or ga ... ,..-or~ ,..-llllllld8 • prowtded In thi8 ••· 

13, CESSATION, llRILUHG, AND REWORtONC1. If, .... the upntion d the prlrnory term, procU:tlon d ol « ga from the le....:l 
pr...._ lftw once ~. v.ouc1 - from 8l't'f - · thle .._. el\lll not t.rmlniU r l- commeuc• 8Cidillon8l ~ 01 rewor1c1rc1 
opwetlone will*' ebdy (60) dey8 eftw eucll ~. and thle IMM el\lll remeln In U tan:. and el'led for 10 long • euch oper8llone corD1u8 In good 
l8lh and In worlcm8nllka rnerww wilhout ~ ~ men then eboty (60) deye. If eucll drtling 01 ~ ~ r-.« In the procb:tion 
d Oil or ga. ..,. .._. eNI r'W1Wt In U fan:. lllld el'led tar 80 long • ol 01 ga II ~ from the luNd prerr-... In ~ ~ « peymenl 
d 111~41 oil « ga ..,.,.. roydl88 « peyment al ~ roydiM le rned8 • prowld8d herein 01 • prowld8d by '-· If the <*'Wng 01 r~ 
~ r...a In the comp11111on d • ..,.,.. • • my hale, the ~eeee ... not terrnnli8 r the ~ corm. .c. 8ddltlonlll drllng or ~ 
operMion8..., 8bdy (80) dllye el'lwlhe complllllon d the..,.,.. • • my hol8, tnd thle .._. el\lll rwnllin In el'led 80 long • L- contl,-,.- <ding or 
rewondng oper8llone In good t.lh tnd In • WOI1Q•• IIb ,.,.,.,.. wlhout ~ tcWrcl men INn sbdy (60) d8yw.. t.- 11181 five Wl'lll8n noclce 
to the Generel Land Ofllce wilhln ttWty (30) deye d any~ d procU:tion. 

14. SHUT_.. ROYA1..11U.. For fU11088a dINa~..,_,.-. 8l't'f ... thell ha ~ -'gned • ... ~by the-· -uency 
~ )lrildlction - the producllon dol end ga. If, • .,., tme ... the upntion d the prlnwy e.m d .......... until ~ ...... In, - being 
mu-telned In tarce end effect, • ..,.,.. ~ d procU:ing ol or ga In ~ q_.._ llloc*ed on the 18....:1 prwn;..., but ol 01 ga le not being 
produced 101 l8cl! d _..... producllon ,...... 01 l8cl! d • _... mwtcet then ~ nwy pay • • e~~~t-«-o ol « ga rryplky en IWnClU'It 4lq.l8l to 
cbAII8 the llnftJ8I ,..ail pnMdlld In the ...... W not -.INn $1,200 • yew lor Midi ... ~ d procU:ing Oil 01 gaIn peytng qu8r'CIIM. If 
Pwe~ 3 d tNa -.. c10a not epec1y • .w.y ....,.... llrTIOUll. then lor the fUli088a a1 HI ~ the dilley ....,.... 8riiOift -.. be - dolw 
($1 .00) per ecre. To be eftediw, 81id111'6111111.t-ln ol or ga ~ riiUil be peld on or betore: (1) the uplnition d the prlrnory term, (2) 60 dey8 .n.r 
the L-_..to produce 011 or gee hm..,. -..cs prerrjM8. « (3) eo c1eye..., L-~ • cdlng 01 ~ openiion In ecconl8nce 
....., the .._. ~ wHc::t~ww doil8 • llta Such~ .,.. be medii~ (112) to the Cornmlil8lor• d .... Genlnll Land 0111ce lind one­
t181t (112) to the - d the IOi. It the etu-«-o ol « ga ~II peld, the ..... 8hll be coneldorwd to be • proctuc*1Q .._. tnd the peyment IIIII 
Uland ..,. term d the leMe for • period d - yew from the tnd d ..,. prtnwy tenn, 01 from the lnil dlly d the month ~ the month In wliich 
production~ end. .._tNt, r no albbl8 procU;tlon f8Cilla or Ublbl8 nwbt lor the ol or ga...., t.- nwy Ullind the .._. lot IOU' 
m«e ~ perlod8 d- (1) year by peylng the- emowt Midi yew on 01 belorw the uphtion d ..:1'1 etu.C. yew. 

11. COMPI!!NSATORY ROYALTIES. If,~ the period the ..... le bptln el'led by peyment allhe lltU-In Oil« ga royalty, oil or gea Ia 
80id and dlllvw8d In ~ quwdiM from . ... lcailled wll*l - ~ (1 ,000) ,.. al .... leMed prerr-... tnd completed In the - produclng 
r-.volt, «In WI'/ cae In which chln8ge 18 occurring, the~ to~ to me1nta1n the IMM by peylng the lltU-In ol or ga royWiy .,.... - . bLC 
the ._. etl8l IWiriWin ~ for ..,. ............, d ..,. yeer tot wlllch the rf7plty ,_ ~ pelcl. The t.- nwy ll'l8irUin the .._. lor four .....,. 
eucceeeM YNB by~~ COiiip81,.., rop1:t lithe~ r.!a pnMded In the.._. d the nwbt wlue d ~ ftom the ... calling 
the dreinllge 01 which .. ~ In the- produclog ....... end wll*l- thcuMd (1,000) ... d the leMed ........ The ~«y 
roydy 18 to be peld rncrillly, -.hair (112) to the~- d the GenerW Llllld Olllce lllld one-hell (112) to the- d the 101, beglrriig on or 
before the IMt dlly d the monlh ~ the monlh In wltil .... ol or ga II ~ from the ..,.,.. ~ the chlnlige « lhet le ~eel In the •me procluc:qj ~end~~-~ (1,000) ,_ d .... luNd ......... IItle~ ~ peld In 8l't'f 12-monlh period 
Ia en 8mounl ._.then the llnftJ8I ......, ol « ga royWty, t.-.,.. pay en 8rliOift equel to the cllftlnnce wlhln ll*ty (30) dllye from the and d the 
12~ p8llod. ~ roye~y ~ whlcto .. not 11me1y pe1c1 ... - pene~y .,., ......,. 1n -a.-....,_ Pw-.~ e d t111e 
...... N- d ~ prorillora • rWw ~ d the otlllgltion d ,_... domolopniiWII n«lhe obiQ8IIon to d of'IMI ..- • provided In 
Texu Nlilnl R-Codll52.173; ~. li the ~ al lhe Corm ..... • . lind 'lllh the Cornuol•lou•r'• wotten eppr011•~ the peymenl 
d compenulofy roydlee C8ll Sltlafy the oblglillon to cW oiJNt ....._ 
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11. RETAINED ACREAGE. Nctwlhlt8nclng .ny ptootalon at._ .... to the conii'Wy, lftlf e .... prodta::8'lg cr ~ at~ o1 « 
g• hee been compleled on the '-eel~. L-shell.....-the~ ale r-.tlly prudeN opentor In~ 8UCh edllllorW _. « 
wellln may be ,...onebly ~fer the proper dewlopm•lt at the '-eel~ end In~ lie pnlCb:tion ttw.on. 

(A) VERTlCAL In the eoven INa .._. ia In frln:e end lllect ._ (2) ~ ..., the epQIIon dele at the prtnwy cr ........, 1wm 1 lhlll then 
tennlnllle • to .. at the~~ EXCEPT (1) 40 ..-. ~ wcto ol_. ~at~~~~ end 331 ..-. 
~ eech gn _.~at~~~~~ • lflul.ln ol cr g.a _. • prowlded ~ ~ 1o41'oereot). cr • well 
upon ....,lch l- le then .ngegec~ In ~ ~ cr ~ oper1lllona, cr (2) lie ....ar at .,.. fttuded In • ~ pooled Wll 
purwuenl to T- Nllhnl R- Code 52..151-52.1S4, « (3) euct1 ~ cr ._., ~ at .aw • 11WY then be elaclilled b procb:tion 
Pll'fiOMe to e pronlllon W11 b wch 8UCh ~ _. Inlet the ..,_ end ,..,..,.. at lie R..-aed CcnwNelllon at T-. Off .ny ~ 
egency, Off ollw govenwneutel eutholty lwWig JwldCtlon. If It 11rf lime lftw lie offwdlw dele at the 1*1181 ..,.,.,.,.... ptOOIIelone ,.,._,, the 
epptlceble field ..._ .,. ~ «the _. « ..... loceted ttw.on .,. ,..,....._, eo lhlt .... -..ge le "*-fter 8lcalled ID Aid _. « ..... fer 
ptoductlon ~ • ._ .._. .,.. lhef.upon ...,.,... • 10 .. -..ge not u...hr ~ to Mid _. cr ..... IDr pnlCb:tion 1UJ10ML 
N«<oott .... ~ the,..,....,.. at tHe._. • toe par1lon at the lende -.cllweby, l- lhlll ___, Ill ~ 10 ,_lie~ at~ 
to end ego.- ft'om lie lende d eutljed to tNII ._.lor el ~ deecrtbed In ~ 1 ,.,._,, togelher wlh--* end ~ ..y I« 
exiallng roeda, exlellng ~end ollw eclelw.g ,.,.._on, O¥W end ecnl8 .. the lende deKrlbed In~ 1 ,.,._, ('1he ~....-,. lor 

ec:c-. to end"""' the nDined .... end lor the~ « ••i8pCitllllcM• <at ol, gee end ollw.,...... produced ft'om the nDined Pende. 

(B) HORIZONTAL In the event ._ ._. ia In fon:oe end oiled M (2) ~ en. the uphltlon dele ollie prtnwy Off ~~~~tended ..., I ehell 
fl.wther termnte • to .. deJlfhe below 100 r.t below the lot8l deplh ctlled ~"deeper~ In ..:h _. locaed on -..ge nDined In 
P~ HI (A) ebow, unleee on at before M (2) ye.s en. lie prtnwy Off tDdended term L- peya en emourlt equel to OII8-Mif (112) at the 
bonue origtnelly pe1c1 • CCA lllldenlllon lor INa ,._ <• 8pecilied on pege 1 hereal). If 8UCh emount le pelcl, INa ._. lhlll be In lorw end oiled • to 
IUCh deeper depthe, end Aid tem*lllliol• lhlll be ~ lor en edllllonel period aiM (2) ~ end eo long ther8ller • ol cr g.a le pnxluced In 

~ queniPIIee ft'om...., deeper depfi8 -.cl II¥ .. - · 

(C) IDENTFICAT10N AND FLJNO. The a.w'- -..ge nDined ,.,.,..... •to ..:h _. - . • neer1y • precticel, be In lie farm at e 
eq.Jere wlh the _. PoceUd In 11e cert• IIMnof. « ...., o11w .n.p. • IIWY be epprowd II¥ the eonwv.....,. at the o.n.w~ Lend OllloL Wll*' 
ll*ty (30) ~ .,., 1*1181 ..... ~~~~a~. at tNII .... - prowlded lwwln, .__ .... -=ule end record • ,...... « ,..,_ cortiiJirq • ...,edui J 
lege! cte.:r1p11on at the --ve Mdlor deJlfhe not........, ~. The ..-.led,......, cr • -"'ed copy at-. lhlll be fled ~lie ~ 
lend omce. eccornperMd II¥ the fling, .. pr.al>ed II¥ lie Gerwal Lend Oftlce rulealn oiled on the dele the,...... .. lied. • .__ .... at""­
to ex-.te end record 8UCh ,...... cr ,..,_ Wll*l ..._, (110) del'~ ..., bet1g r.quMiled ID do eo IJ¥ the o.n.wl Lend Olb, then the 
CCIMIIIIionef It hie eole ct.:nllon 11WY ...... II¥ ...., h*\IJnn the _,... end/or dePhe to be releeMd hereunder end record 8UCh 
lneument • ~·· pP8IW8 In the ccunty at CIC)Uftlee where the .... ia loceted end ~ the cCIIclel recarde at the Getwel Lend Olllce end ...., 
deelgnellon .... be~ upon~ fOf ei~UJ~CML 

17. OR'SET WB..LS. Nelher the bonue, de'-Y .......... ncr~ ~. «to be pelcl, Inlet._._. lltwll ......... L-al* otJIIgellon 
to ptalect the oil end gee Inlet the ~ lend 11um bet1g chlned. '--• ..._.., rec:elvwr cr ollw egenl ~ eot*DI at lie '-eel 
prerNMa- cd - meny ..... •the lids....,~ end .... ~ ..... op .... - end cd 10. deplti ~ 10 prwwillnlae chlnl!ge at 
ol end gee ft'om the '-eel prwniMa. In ~. If ol endlcr g.a ehol*f be produced ~ CCAIII .. dll ~ .... 1,000 l.t ollie ieeeed .,.,..., 
or In eny c.e where the ~ prerN8ea ia being dnined 1J¥ pnlCb:tion at oil « u-. the ~ • ..._.., receiYw Off ollw eg.n In eot*DI olltie 
~ pn;miMe atw1t In good r.lh begin lie ~ d • _. at_.. upon the leeeed .,.,._..., 100 deJe..., 11e ~ we1 at ..... cr 11e 
\111181 or ..... completed wlhln 1,000 l.t ollie ieeeed ~at~ In CCAIII•dll! ~end lfllll ,_.. aJCh dl-.g .. cl!lgence. 
F..._ toSIIIIWytheebilutory alr.l ~ 'l'rW1 ~INa._. end lie- at the eol'e egency ilghleto fcrtelhn. ~upon the dltein•lllliol• 
at the CoiN •IIMkll• at the Genetel Lend Ollloe end will ,. wrllen liJIPfOV8P 11WY lie peyment at ~ rfl'(llly Inlet epplcatJie ltll1lory 
perwnee .. ....,., the oblgellon to cd en o~r.~_. cr ..... reqlftd IA'Ider.,. ~. 

11. FORCE MAJEURE. 11 • .nw • good lellh Ilion, L- 1e prwmed ft'om ~ wlh ., ..,._ cr ~ ~ at tta •-. 
llum conducting ~ operellone on lie leeMd ~ or ft'om procLocing ol « g.a ft'om the leeMd prerN8ea IJ¥ r.eeon at - . rebellon, rtola, 
......... ecte at God, « 11rf veld order, nAe «~<at ~It~. then whle eo~. L-'e ~ ID ~will euch 
OOYenent - be aoepended end ~ - ....,. be .... lor dernegee far ,..... to coornpy will ...., cownente; eddllonely, tHa ........ be 
extended ...... l-• pte'\'efted, II¥ eny...., - · ft'om c:onclidlng cttlrG end ~ openllone at ft'om ~ ol Off g.a ft'om the ~ 
pre;riMa. Hawewr, nocNrG In tNII ~ lhllla.pend lie peynw;t at~ ,.,.... In order lo nWDin INII._. In oiled cUing the prtnwy term 
~the~ at euch dl-.g « ~ ~ cr pnlCb:tion at ol cr gee. 

1t. WARRANTY CLAUSE. The- at the eol ~end ..,_to defend tile to the le8ed pt'8IIWa If lie-ollie eol doifiMM:a 
In peymen1a ~ on the '-eel ~ then .__ IIWY redeem the r11tJ1a at the_. at the eolln the leeeed ~ by ~ 11rf mortg~ge, 
taxes cr ae.r..,. on lie '-eel prenW& If l-mea...,.._.... oo behelf at the- at the eol under tNII ~ph. l - nwy IWX>Yif the 
cc..t at"- ..,.._...."""'the ........ end royllllee 1M the -at the eoll 

20. (A) I'ROf'<llfTlONATI: R£0UCT10N CLAUSE. If the - <at the eol _,.. .... then the ....ar. undMded --'--• In the eboYe 
deecrtled lend....,._« not ~'e- Ia ..,..- lwwln. then the.....,..... end...,... lwwln prowlded to be~ 1D the- d the eol ehell 
be peld to Nm In the propo;1lon 'llhlctl hialnl...t '-s to lie ....ar. lftiMded a.w'- -... end the ruyellee end ,...... henln pnMded to be pelcl to 
the Com........,_ at the Generel Lend Ollloe at the SbiCe at T- shell be IPkewiM prupoi~onllety reduced. .._._., belcni '--~ the 
rfl'(llly or rwGI 1M to the CcwlwiiiMkll• at the o.n.wl Lend OllloL L-«,. ~ ;ep-itlllve muet eutm1 to the ComnliMkllllf d the 
Generel Lend Ollloe .................. -.Net~ explelnethe cloicl~ICJ ~the lnlerell J)lrpOitediJ '-eel Inlet INa .... end lie ...... -
owned byttle- afthe eol. The CoiTftiliMkiiOif aftheGerwaJ Lend Oflloeehel bepelcllle velue afthe .noie production eloc:ebie to llrf undMded 
tnterelil not -.c~ IJ¥ • ._., .... the prupoi1lonlilll dewlopmellt end proclldon cc..t Illocable to...., undMdecl lrilerllt HcJilnYer, In no ewnt a u 
the Cornmleelonw at the Gerwel Lend Oftlce reciiiiYe • • royeiJ on lie ~ production eloceble ID lie IRivlded Int.,... not ~ en .moun .... 
then the velue at on.eixt..-.th (1116) at lOCh~ production. 

L ....... --------....,.----------.;..._----~~~~....,.olloWoww~0':'rrect 
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• (B) REDUCTION OF PAYMENTS. If, cbWig the prinwy term, e porlloo) dthe IMd covwed by 11W 1MM la lnclucied wthln the boundarin 
d e· pooled 1.111 thlt '- t..n ~ed by the School lMid Bc.nS Wid the - dthe ... r. erx:ac*oc:e wlh .......... R- Code Sedlof'8 
52.15 1-52.154, « If, Ill eny lime 11ft.- the aphtion d the prlmlwy term« the extended lwm, IIW IMM _.. • ..._number d 8CI"n then the tote1 
emount d..::fl)ed herein, peymenla llwl .. rnech on • I* ecre be• ~ ..,.. be ~ .:cording to the number d -=r• pooled, releued, 
euTendered, « olllertoiiM -ed • .., lhlll peyrTl8fO clet.rnWled on • I* ern *Ia under the t.rn. dliW IMM duritG the primafy term 11181 be 
oela.lleted bM.s upon the .......,_ d _.. oullide the bound..tea d • pooled Ill«. « . r lAW the uplrllllon d the pr1me1y tenn, the number d -=r• 
ectuely rtUined end covwed by ltia ..... 

21. USE Of' WATER. l- ehd hlovethe ~to l8e wlller pr~ on Mid IMd->' f« operellolw under t.~ .._.except w.tw 
fnlm wee. or laiWca dlhe - dthe 801; provided, '-"w, ~ llhlll not l8e pcQille Mtw or wlller .able for ..._.ock or ~ purpoeee 
for wlll.tlood operllllorw wllhcU the prior ---.1 d the - dthe 11011. 

22. AUTHORIZED DAMAGES. l- ahlol p11y the - d the d for dMIIIgea cawed by b open1tio1w to el personal pr0p11rty, 
lmprOYtmenla, llwetock Wid ctOpll on uld IMd. 

Z&.. WEU. LOCATION IJMIT. No .... llhlll be <Hied ,_.,!hen'- hUnlhd (200) IMI to woy hoi-. or bllm now on Mid premiMa without 

the """*' ---.1 dlhe - dthe ..... 

21. POl.LUT10H.. In dtYelopr.g IIW ••· ~ llhllll l8e the hlghea degrtt d _. Wid d prop«..,~ to preven poiUion. Wlhol.t 
lnti'lg the fortgolrG, poiUion d co.tll ....... nllllnl ~ n-. end ~ ....... bt prwvwted by the ... d conlalnment 
~ tullldlnt to prwwnt ~. ~or~...., ClCIIUri\llllon r. the_. d poLolion, ~ thlol '* .. ,_. 111 b ~Ito 
rtoepQ.n el eectped ~ or oCiw ~ end ehell be 1'811p0j.-itl6e for tl ~ to putllic end privllle propt1tita. ~ ehell buld Wid 
mUUin Ieneta 11/tUld b llulh, aunp, Wid chnige pb Wid Ill'* btlteriea .., • to protect ~ .-... tc.a, ~ or lnjwy; Wid upon 
OOI'I'4IIIIIIon or ._1dounwt deny .... or ...... ~ lfWI • end lwll tl tUIII pia end ctl8ra end~ c::IMn up the~ 8lt d d Nbbilh 
thereon. ~ thlol, .,... ~ opwwliona on h '-eel prenWte, keep uld ~ he d tl Nbbilh, c:.r., llall*, peper cup~~« gwtlegt, 
Wid upon~ d optf'llllona Ultl relllore the~ dh IMd to • ,_ b ~ concilion Wid conloon • Ia preclieolble. TW>tc. Wid 
equipment will bt kepi peHed Wid ~. 

IS. REMOVAL OF EQUIPMENT.~ to..........,.. k1 INa~. L- 8holl hlovethe right to ,..,_.IMCNnery aod fbol\6w plec.d 
by L- on the '-tel ~. ~ the riglllto a- aod -. ~. wiiNn - hUnlhd 1ww1ty (120) dtye lAW the txpR1ion « the 
tent*lllllon dltia .._. un.a h- d the 801 ~ l-., ..-.ion dltia 12!kley period. HcMwer, ~ IMY not,..,_. C8elng Item 
eny wei ~ d procf<d1g .. end g.a r. ~ ~ Addllanlly, ~ m.y not a- Wid rtmO"tt ~ urd lAW ll*ty (30) dtye Wlflten 
nollct lo the Commilllliclner dthe Gener.t lMid Ol1lce end to the- dthe 801. The- dille 801ehd become the owner d eny rnechlnwy, 
fbclu'•. « ~ wtich are not timely removoed by L- under the t.m. diiW ~ 

27. (A) ASSIONMENTS. Under the ~ corDined In ltia ~ end Pwegnph ~ dttia IMM, the riVO Wid tUt• d lithtr 
plllty lo I~ IMM mey bt ~. in whole orr. p.lt, end the pro~ dltia .._. ehd ulend to Wid bt binding upon their lith, ~. teg.l 
~. ~ end ..efunL HcMwer, • c:lw1ge or <1v1e1on r. ~ dthe lend, rertlllla, « ~ Wll not en11rge the oblgltlolw or 
L-. clrr*Wih the tQID, privlegee Wid ....... d t-, ~the e~tear.-deny~ rnech by~ orlmpeirthe ~-deny 
tct l*lormed by ~. And no dw1ge « <lvlelon r. -.Np dhlwld, rert1111a, or,._ Wwl bind ~for eny purpoee l.rlllil ll*ty (30) dtye 
lift.- the ownerdthe sol (or l'ia lith, --., ~age~,.,._...,,. or-v.) ~the~ ..,.-...:tory wr11en evidence dthe a.nge 
r. _..._,, lnc:tullng the ~ ,__, I'IUIII-* fA tile (« • oertlled OGp1 d IUCh ~ wtlln the O'Ml8ltlllp clwGed ..... fA • 
-~· A tolal or 5*1W Mlligi-ll d ltia .._. ehel, to the uten1 dthe ......,.... 8MIIclned. ,....... end clldlwge l- d tl eubMquent 
ollligllllolw undef lhia leMt. If ........ ....,_. In .. WCirllly- to od'f 1*1 dthe creege, the r\IIC end option to plly ........ ....., bt eppor1loned 
• '*-! the _., --.I"IAIIIy, ~ 110 h ... d .ell, end hiLn by one « men dlhtm to p11y '* lhlore dthe rental IMII not lf'ltd 
ltia .._. on the 1*1 d a. t.nd upon wNch pro 1"11111 ,..,... .. timely peld or tendered; '-· If the ...v>or or ...q.. doee not file 1 cerUfled 
OGp1 deuch ...... In the Genwiii.Mid Ol1lce before the nul,......~ ... the ........... tem*liU I«,.... to plly the ...... rental 
ciJe undtf Plf'IIQI'IPh 3. EWfY ~ IIIII eucc.ed 110 el ~ Wid bt IUtljed to t1 obligllllolw, ......_, Wid l*llliee owed to the state by the 
origiNII .._.. or eny prior Mlligi-. d the '-· ~ eny llbMiea to the sa.. for lql8id royeliel. 

(B) ASIUGNMENT IJMITATION. ~ eny pnMiion r. P ...... 27(e), If h- dthe 801 ecqone ltia .._. In whole «In 
1*1 by Mlligi.,.,... MlhoU the pr1or ""*' ~fA the C9mli ..... fA .. Gtneraii.Mid Ollioe, ...... Ia wid - dthe lime d ~ lnd 
the lgWIC'f J:1CMW dthe - 1MY bt fortlled by the CommllooiOI•. An Mlligi.,.. wil bt trellled • If I ww. IMde to the - dthe .OIIf the 
-v-eta: 

(1) I nomiMe 0( the - d the eol; 
(2) • ~· or IUbeldlwy r. 'Wtik:to h - dh 801 Ia • prtnclpiiiiiiOdiiQdel or Ia en wnptoyM diUCh • CCII'jlCnllol • « IUblldlery; 
(3) • ~In wNch the- d the lOll Ia 1 pe1nlr or Ia en ~fA IUCh 1 ~; 
( 4) • pri'lcipllllloclcholder or employee d the corpo1 Mlon wti:h Ia the - d the sol; 
(5) • pernw or~ In • ~ wNch Ia the- d the 801; 
(8) elldocilry far the - d the eo1; lrdudr.g tU not llmled to • guenlen, truotee, a..Uor, ednWllllrllor, receiYer, or cONtiVItor for 1M 
- dthe eail; or 
(7) 1 fll'llily member d the - dthe 1011 « ...-...et to the - dthe 11011 by I'IWrilge, blood, or edopllon. 

a .., EARS. Under the ClCXdlone oanbllned In INa 1*1Q111P1 end P~ 28, ~ IMY Ill eny lime u..Ue Wid ~r to the 
-fA the aol end pilei fA~ I ....... « ........ -*'liii'IY porb « por1lone dthe leaed ~. Wid u..by 8UTIIldef lhla Jeue I I 

to IUCh portion or ~ Wid bt rele* d eiiiAlMq_., obliglillone • to a:.:rei08IIUIT'Wldefed. If eny 1*1 dlhia .._. Ia property ~. the 
dlillty r....., due undef Nil .._. ehell be reduced by h proportion lhlllthe 8l6l'8ndwed a:.:f'ei08 ~to the a:.:f'ei08 .nlc:h - c:owred by lhla 1eeM 
mm.dilllll) prior to IUCh IWTWlder, '-w, IUCh ,...... wil nat ,....... l-deny lllllllllee .nlc:h m.y hlove .:aued under lhla ..... prior to the 
8UTendW deuch ecruge. 
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21. FlUNG OF ASSIGNMENTS AND RELEASES. If .. or wry pert ollh8 IMM Ia -.lgned or releeeecl, euch -.lgnment or ........ miNI be 
recOrded In the county wtlefe the lend Ia .nu.ted. end the reconled tn.llurneft, or • copy ol the reconled lnelrument owtllled by the Counly Cle<tc o1 the 
county In which the ~ le reconled. muol be fled In the GeMnol Lend Olllce ~ 110 .-y. ol the lelll ~ dete ..::ompenled by the 
preecribed fling fee. If any euch eeeigl"'*" le nol.., fled. the rtgNe ecqo.ftd under tN. IMM eNI be~ to lorfllihn et the oplon ol the 
CornmiMioner or the <>-w Land Olllce. 

30. DISCt..OSURE ct.AUSE. AI ~ ~ to the .._ ol the ~ land ,_ '-1 lnduded In thle ~. 

Inducing the .atwnenl or the We GU .... ItiOII to be J*d for the ~ C/1 tile .... .rid the ~ .rid di&a C/1 the ~. Any colfltlfll 
agreements concerring the deYelopnenl ol ol end g111 tram the '-eel premiMe which ... nol ooralned In thle .._. rw>der thle ._frr1811d. 

31. FIDUCIARY DUTY. The- o1 the ICII- the SilO elduciMy tUy end II"'JJI Uy ~wry feda ~the Sble'alnl.....tln 
the '-eel premiML wt.... the .......,. o1 the - o1 the 101 coNIIct wlh tt... or the SilO. the - o1 the 101 Ia ~ to lid the stela'• 
r.er-. before t.- ,__-.( ....,..._ 

32. FORFEJT\JRE. If L-ahal Ill or r-.. to make the p~~y~T~enl ol wry -..m ~ ll*ty .-y. 8ftw I ~ due. or It L- or an 
etaharlad 8Qen1 .tlould llnowlnCI'Y make wry ,.. return or ,.. ~ concerr*lg pocU:tion or ~. or II L- alwl r.ll or ,.,_.. to cHI any 
arr.et _, or wea. In good r.lth • req'*-d by IN and the rula end ~ adofDd by the Comm~ee~o~• ol the Genwllll.end Olllce. or II L­
ahoold fall to lie niPOfla In the - reqW-ed by IN or ... to comply wlh rula end ~ promulgMed by the Genwllll.end Olllce, the Set-' 
Lind Boerd, or the R.-o.d Conwnllllon. or r ~ lhodd r-.. the proper~ - to the rDitda ~ to operw1orw., or 11 L- or 
an authoo1zed agenl ~ lcnowlngly,.. or~ to tJive c:ornct Wonnellon to the proper~. or~,.. or ,.._to~ the ~ 
Land 0111ce • c:ur.a log or wry well , or r ~ llhall llnowlngly 'ilolllle wry o1 the m.terial provlllofw ol thle ..... or II thle .._. Ia ~ end the 
~ Ia no1 fled In the GerwW Lend Olllce • reqW-ed by IN, the rtgNe...., under thla .._..,..be~ to forflll1n by the 
Cammillllorwr, end he ahal bflll - when ~ lnfamed ol the feda which Nhortle 1 lartllln, llld wlwt fomhd the ne lhlll egm be 
IIAlject to 1MM under the lema ol the R~ M Howwver, nallq haRin tNI be CCJnllrued a MMng the Nomlllc t.nnr1llllon ol thla 
IMM by operation ol ._ or by ,_ ol wry apedalllmbllon erta1ng ~. F.,..,_ may be eel -'de end thle IMM end • rtgNe thereunder 
relnmted before the .;aNa ol ......,. ~ 1410'1 • I lcw t eYidenca to the Cornmillaloner ol the GerwW l.end Olloe ol fiAn compliance wlh 
the prcMalorW o1 the ._end or tN. ..... and the ru1a and ~!hill may be ~doped retetlve hw.to. 

33. UIEN. In ICCOIIMnce wlh T- Nel\nl R-Coda 52.138, the Sblta ahll ,_I f'nlhn upon al ol end gill produced fnlm the 
..... -..1 by ...... to .-.. .,.yment ol .. l...,eld ,....., and olhat .... ol money !hot may become ckle under thle ..... By ~q ol 
thle Ieese. L- grWfla the sale, In eddllon to the len pnMded by T- Ntlllnl R.-..- Coda 52.138 end wry olhat ~ etiiiiAory len, WI 
expf"-~ len on end aeady lnlweal In el '-ad "*--In end .....aid trom the '-eel prwnlaa. el ~ wNch may -=c:rue to 
L- trom the ... olauch'-ed "*-1111, .tlalhweuch proceac~a ... held by~ or by • thrdperty, llld allbdi.Jr-.on end lu'*o .. -atothe 
'-eel pr.,._ uud In connecaon wlh the production or procealng o1 euch '-eel "*-alliin order to -=tn the peyment o1 e1 ~ or oew 
amounts due or to become due under lh8 IMM end to Man peyment ol any dllmaga or loa tNt L- may .,.. by,...... ol ~'a breach ol 
any covenant or cordllon olthle ._, wha4har ~Off lmfllad. TIW len end aeady lnlereal may be lorecloaed wlh or -.~~~out ccut proceedlngia In 
the - (li'OIIIded In the Tile 1. Chap. 8 o1 theT-a.- -s eoom.c. Coda. ~ eor-lhlll the C..o•oolaakiiiW may r-eqWw ~to 
exactae and record 8UCh fnllnmenls • may be -.bly ~to~. abch or perfeel thle len. L-hweby ,._.a lhellheno 
ere no pr1or or~ lena ert.1ns1 fnlm end~ to~··...,.._ upon the~ propefty or 11om ~·• ecqUallon of tHe ..... 
Should the CoiNnlaeloner • .,. .... clelem*>e !hill INa ............. nol true. then the Como•olaakll• may declare tN. ..... farfollted-~ 
herein. 

34. POOUNG. L- Ia her-eby granted the rtgtt to pool Off~ the royol1:y lnlwMI olthe- olthe 101 under !H.._ wlh any oCher 
IMMhold or "*-W lnlllf1llt far 1t1t uplonollon. dawlopl••• end prOib:lon ol ol Off""'" 01 ether o1 them upon the - ..,_ • .,.. be approved 
by lhe School Lend 8oenf end the Commlulol• ol the GerwW l.end Of'llce for the poolng Off t.rillzlng ol the lnlerwl ol the sale lnioor ....... 
~toT- Nellnl R- Coda 52.151-62.154. The- ol the eol egr-lhlll the lncLoalon oltiW ptll'illlon In INa.._. Alllftae the 
uecdlon reqW.men~a lillited In r- Nel\nl R-Coda 52.152. 

31. INDEMNITY. L- hereby r.-.. end clacharga the stele ol r- end the owner ol the 101, thK ~. ~ ~. 
agents, contredora, IUbcontr-=tota, ~ lnYI- end tta r.pec:~~w aucceacn end ae~g~-. o1 end 1n1m .a and any ec:t~ot-. end-.. o1 ec11on 
o1 wery net\n, or other '-ln. InCluding anWIW•••hl t.m. far wHo::tl reotNW'f ol dllmaga le -vt. lncUing, tu nolllmbd to, el toaea and 
OJ*W" which ere ceuaed by the ...,.._ ol L-. Ia oiiiDerw, ~. end egerla IIWng Cld of, lrddentalto, or ~ from, the opwatlona 
ol or for L-on the ~Meed premlea hefeooder, or thai may eriM Cld ol or be occ:.loned by L-'• tnach ol WIY ol theWma Olfprowleiona olthle 
~ Off by wry olhat neglgenl or lil1c:8y ..._ eel 01 ..-..on ol ~. Fwthw, L- liWeby eor- to be ..._for, _.., lndemrMy, 
deland end hold lwTriea the sale ol T-end the- ol the 101, lhelr ~ .,..,._.rid agenta. Ill*__.. Off lllllgna, egUtal W1Y 
and el clelnw, lleblalee, loaa, ct.m.gea. ec:tlot-., penGnll ~ (~ death), CCIID end ~ or olhw tiWm lor which ,_, ol ~ 
• IOUitlt. lnioor wry thacwy lnc:blng tort. contred. Off llrlct lllablly' Including lillome)a' ,_ end olhat legal .,.,..., lrol:blrG tt... ~ to 
anWonii,..., '-'de, on the '-ad ....,._ or In wry._.,~ to ~'a,...._ to comply wlh wry end al .,.. ... ,,....., a.-; tt... ..wng 
fnlm or In any -.y relloled to L-'1 opwatlona or WIY olhat ol L-'1 actMIIee on the '-eel premiMe; "- Mooing '"'"' ~'a uee ol the 
~ o1 the leaeed prwnlaea; end tt... !hill -y eriM Cld ol or be occlllloued by ~'a breach ol WIY ol the ,...,.. or prowleiona ol INa Aor-t~W~I 
Off any olhat eel or ..-..on ol ~. Ia c:tredln, oiiiDerw, em~ pemwa, l9lf1la, ~ IIAICOUIIeeiOI&, ~ irwb-., end their 
re.pectlve ~end aalgr& Eactl eaalgMe ol thle ~ or.., lnlerwl tt.WI. eor-to be lea. tor • .......-, ~. - end 
hold hernMa the Stille ol T-end the - ol the soil, their olllcaB, ~. end agenle In the- ..,..... pnMded lbove In connedlon wlh 
the edMIIa o1 ~. Ia ~. empioyHe. end agenla a deacrl)ed abo.., EXCEPT AS OTIERWISE ~ Y L.a«Tm HEREIN, ALL OF 
THE INDEMNTY 08L.IGATIONI ANDIOft UA8ILI11ES ASSUMED UNDER THE TERMS OF THIS AQRFFMENT SHALl. liE wmtOU'T UJolfT1l AND 
WITHOUT REGARD TO THE CAUBE OR CAUBES 11tEJtEOF (EXCUJDINO l'fiE-EXJanNG COMlmONI), STRICT LIAM.J1Y, OR THE 
NEGLIGENCE OF AH'f PARTY OR PART1ES fiNClUOING THE NEOUOENCE OF THE INDEMNIFED PARTY). WHEllP SUCH ~E 
BE SOlE, JOINT, CONCURRENT, ACTlVE, OR PASSIVE • 

.... -----------~---------------------~..--..;w~..a.~;ro correct 
copy of 

Ong1nal filed n 
Reeves Cou ty 

Clerks Off1ce 
• • • • • ••• • • •• • • • ... . 

••• ••• •• • • • • • • • • • •• • • •• • . . . .. 
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341. ENVIRONMENTAL HAZARDS. ~ 8hel 1-. the ~ ~ d cw. end .a r-*>le Mfeguwda to prwa c:onlatTINtlon or 
poiiOIIoo d any envlrCJniT!ef"DI medium, ~ 801, ..t.ce ......, ~. eedlmenlll. and ...t.ce ar ~ linda, wntllen ai" or any 
olh« enwG~o•...-GI,....., ln. on. 011 W>dw, the lllued.....,.... br.,., w.te, ~ 011~ l-INI not brlrcl or penni to remeln on 
1M 1-.d premiMe.,., ..a..toa ~ iftilt..W., ~. Dele,....,.., or eublll8ncea ~ • lwz8tdo<a ........ hazanloua mmrlala, 
hazar~ aubllanca (• the l8rm "Hc:anlola Sublmnce" Ia dlllned In the ~ ElMiaro••tlal R~, C«npenNtion end llablly Ad 
(CERCLA), 42 U.S.C. Sectlona 111!01 , It~). Olllolde ~ W1dw.,.,,...,.... ...... 011 "-!._or ........ ("Hc:anlola ......... , . except 
orclinwy procb:ta commonly &..s In CCJnl-*on will 111 11111 g.a lllplaAIIIan IIIII ~~~ ~ end lb'ed In lhe Iaiii "*"* and quanttiee. 
l£SS£E'S VIOLATION OF 1lE FOREOOINQ PRottanON SHALL COHS1TTVTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
L£58£E SHALLINOEMNFY, HOLD IQIOIII EM AND DEF£ND 1lE STATE OF TEXAS AND 1lE OWNER OF 1lE SOL FROM AND AGAINST 
AHY CLAIMS, OAMIIOES, 1 "'0MENT8. P£NAL11ES, ~AND CC»Ta CWCLUONJ REASONABLE ATfORNEYS' RES AND COURT 
COSTS) CAURO BY OR ARISINQ OUT OF (t) A VIOLATION OF 1lE FOAEGONJ ~ OR (I) Tltl! PRERNCE, REL.£ASE, OR 
DISPOSAL OF AHY HAZARDOUS MATERIALS ON, UNDER. OR ABOUT 1lE ~ PREMISES DURING L.Essa'S OCCUPANCY OR 
CONTROL OF THe l£ARO PREIIIII!a. ~ SHALL CIZAN UP, REIIIOVE, REMEDY AND ePAIR ANY SOL OR GROUND WATER 
COh'fAMINATlON AND DAIUOE CAUSED 8Y Tltl! ~OR RELEAIE OF AHY HAZARDOI. MATERIALS IN, ON, UNDER, OR ABOUT 
THE U!ASED PRE.MIIES OURINO LESS££'8 OCCUPANCY OF Tltl! lEA&EO PREMISES IN COHFORMAHCE wmt THE REQUREMEHTS OF 
APPUCABU! LAW. THIS IHOEMNACATION AND ASSUiiPJ10H SHALl APP\.Y, BUT. NOT UMfTED TO, UAIIIUTY FOR RESPONSE 
ACT10HS UNDERTAKEN PURSUANT TO CEAClA OR AHY OTHER ENVIRCJUMENTAL LAW OR REGULA noN. LESSEE SHAL.liMMEDIATEl. Y 
OIV1! THE STATE OF TEXAS AND Tltl! OWNER OF ntE SOL WIRITT'a. NOllCE OF ANY ~ OR auaP£C'TEO BREACH OF ntiS 
PARAORAI'H, UPON l.EARMNO OF ntE I'RESE.NCE OF ANY HUARDOIIS MATERIALS, OR UPON RECEMHG A NOllCE FROM AHY 
oavi:RNIUNTAL AGENCY PERTA...a TO HAZARDOI. MATEJaALS WNCH MAY AFFECT 1lE L.EARO PREMISES. THE OILJQATIONS 
OF LESSEE ~UNDER SHALl SURVIVE 1lE EXPIRATION OR EARLIER ~TlON. FOR ANY REASON. OF ntiS AOREEIIENT. 

U . APPUCABL£ LAW. Thla ..... Ia -....cl W1dw the pro'rilioM d T- Nltlnl R- Code 52.171 ~ 52.1110, COIMIOI'Iy 
known • lhe R~ /d. end ollw ~ ltliDMa and _.....,. lhwlto, IIIII If.,., prcMIIon In thk ..... ~not c:ocrilnn to tr-. 
D~ut-. the tllltul• ... prw-'1- ent -IOCMoiOiii*CI .... prowlaiolw. 

341. EXECUTION. Thla ol end g.a ..... mull be elgned IIIII ~ 11r h ~ before I Ia lied d r.:ad In the courcy recordl and 
In lhe Generaii.Mod Ol'llce d h Slated T-. a.- the lllng ~bon! In~ 39 d thk ..... twte been Mlided, h .n.aJve d8te 
d II*.._ IMI be lhe diU found on P~g~~ 1. 

U . l£\SE FlUNG. P\nUanl to Chapter II d h T-~end COIM>IrCe Code, II* ..... muot be lied d r-.rd In the oll'ice of the 
County Clent In any county In wt8ch .. or any 1*t d the .._., ,..,.... Ia lcailed. IIIII ~ CllpiM 1herwol mull be lied In the Genonl lMod 
Oflloe. Thla ,._ Ia not ~ Willi e oer-.cl oapy d ....... (loiHch Ia mede IIIII Olltiled br the Cow1ly Cleftt lrom .. ~) Ia Ned In lhe 
Generellend Ol'llce In_._ wlh T- Nebnl R- Code 52.153. ~. ttWo ..... o11en not be binclng upon the Stille u"'- I 
reel• the ectueJ and true con.ldentlon pU1 or ~ for ..aAion d thla ...... The bonia due the smte and the pr-=ribed '*Ill 1M lhell 
IIOOOmJIMY euch cenllled oapy to the GenerW l8nd 0t11ce. 

40. Peld Up....... Rertlale In the 8II'IOU'II d l1MJI!l.. he¥e been PAf*d. One hel (112) d IIlla ernount hee been peld to lhe l.-or and 
one hell (112) 11M been peld to the stilt• d T-. 

STA-t2~ 
BY: 'L/1 
lndMduely~:;;.,.-and>.L.--=~r-:for-the-=-,sala:-""'=d":T:-'----='----

Dite: March 27 , 2007 
C. F. Quelle • l"reeiderrl 

d ~ Spedelty Compeny 

==~ Henry J . Hood, Senior 

VIce Pfeeldert l8nd and l9! & G«<eraa CounMI 

C'-PMU ~Inc., Gener.a P.tner 

1. 03 

••• ••• • • • • • 
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STATE OF _....:.T..=E:..::XA...:.:S:..__ __ _ (CORPORATION ACI<NOWLEDGMENT) 

COUNlY OF __:_:M.:..IO:..:L:..:.A.:..N.:..D __ _ 

BEFORE ME, the~ eo..ihofty, on INa day personaly app.red _---loC......:..f . .loQ~~'ya•ll--------------
known to me to be the~ wt-. name la...t.ealled to the foraOI*1g ~a ---ll'l'lllc!U::JJI!III!I!IIIIL._ _ ___________ _ 

d MyltaM Sotcjab Coml!lny 

executed the .. me for the pwpoeee and 001~ thef'eln ~.In the Cllfl8Ciy .uted, end a the eel end deed d •ld capcntlol•. 

l 
............................................... i. Notary Public, State of_T!.Se~x~a:!..s ______ _ 

•.•.. ~:;·~"····· SANDRA KNEER • 
/l*' · .1~\ Notary Public ! 

f 
: tl'· ·tl'' STATE OF TEXAS ~ Printed Name: Sandra Kneer 
\ ~. : 1 My Commission 
·····~~fi.f.~·· Expires 01/21/2011 • 

~ ....................................... . ~~ 

STATE OF OKLAHOMA 

§ 

COUNTY OF OKLAHOMA ) ;arir 
This instrument was acknowledged before me on this L,payof,-L""h~ooL...L:::....>'---' 2007, by Henry J . Hood, as 

Senior Vice President - Land and Legal & Generel Counsel of Chesapeake 

Chesapeake Exploration Umited Partnership, on behalf of said limited pa 

''''""""''''' .,.,,,,, '(OUN, 111/, 
~ t-· ,IUIIIII .. ,, G /~ 

_§> v~•;:t'\?IJBL/c'·•·... ~ 
S0~ ~'lo \ ~ :: f# f,.; .~~A~~'b .!.\ :::: 
=w •O rr~'" ~it= 
~ 0::\Z~"..L~ ' ~.Q ¥J!i~ 
~ \ ~v ,~ <,O~ r3,i' .;:,~ 
~ ·····./-'1reo~~/v0.f 

"/I' ••••• , ............... ~ ,.:::> 
,,,,,, CANA0\ 1" ,,,,,, 

111111tlltlllll111 

Notary Public 

My Commission ExpiresB=,~~~.::: 
commission Number:{) @O 7 )8 ~ 

FILE BO ··_....::1:.:9:...:1:..::9'----

FILED POt ucoaD 011 Tlllt 2ND MY OP_---"'MA=Y _______ .A.D. 2007 11:44 A. 11. 

DULY UCORDIID OR(!!!. 11 ~3RD DAY. OP--,,....MA_Y_· _______ .A.D. 2007 9: OO ... A. M. 

BY: - ']'(" r., t 2 J \ 1 1 1 »eun nUBilE o. P!AIDZ; oomn"t 'Cl.JB 
. \ RB1N!S comrrr 'l'lt'Y&'i: .. ~-

. l___) •. ' ~ .. - f . l) ' • ~~ 

·~· ••• • • • • • • w • • • • •• •• •• • . 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

The above and forego1ng IS a MI. true and correct photographic copy ol the 
Of1Q1nal record now 1n my lawful custody and possesSion, as the saroe..ts 
hle<!irec9(dJ!d 1n the publt<;. rSl,.C9rds ol ~..2!!Lcef).oJfn'i_.Jn VOL I b _j, 
PAGE~ THRU 11J4 . u~·y titet1Rb!fBLIC 

,. ... '""t!" 'Jr.. I hereby certified orHAY 8 200 7 
~ .. ~ , r;.f, 

Pl-·.:.~i<t,~ DIANNE 0. FLOREZ, COUNTY CLERK : ><,"" ~ . j REEVES COUNTY, l'E~ 
i:

10
,.. ·~ ~~ vfli{J r11 n ' J ""(.!:t;i~ Bb ~ ~ ~~PUTY 

•• ••• • • • .. 
•• • • • •• ... • 

. . 

••• • • • • • • • ~ • • • • • • ~ 
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TEXAS GENERAL LAND OFFICE 

November 6, 2007 

David F. Whitesell 
P.O. Box 84 
Fort Davis, Texas 79734 

Re: Relinquishment Act Lease MF-1 08332 
46.0 acres out of Section 46 A-2472, 
Reeves County, Texas 

Dear Mr. Whitesell : 

J ERRY PATTERSO 1, COMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and (jled in our records under Mineral File number M-1 08332. Plea e refer to tbi 
number when making payments to the State and in all future correspondence concerning tbe 
lease. Failure to include tbe mineral file number may delay processing of any pa ments 
towards the lease. 

Your remittance of$11,717.00, has been applied as the state's portion of the cash bonus 
$11 ,592.00 along with a processing and fi ling fee in the amount of 125.00. Please let me know if 
you should have any questions. 

Sincerely, 

j)ll <VN ~,.../ j;1 ;4~s--
Drew Reid 
Minerals Leasing 
Energy Resomces 
(5 12) 475- 1534 

MS/DR 

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

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx.us 
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PINNACLE LAND SERVICES, INC. 
P . 0 . BOX 991 PH . 830-569-5 4 36 

PLEASANTON,TX 78064 

PINNACLE LAND SERVICES , INC. 
P. 0 . BOX 991 PH . 830-569-5436 

PLEASANTON , TX 78064 

• 

08012310 
DATE _D""'-\.L--J.d...,_\.L--..Jo,jdu.,OOA..L..l.1<&..--...,..-,-

10044 
37-85111191120 

4230795734 

l $ 5/~ .t() 

I DOllARS lrJ 

OATE_:O~I·....:::~~\'-~lii!:.OO=-'i$~/ __ 

10051 
37-65111 19 1120 

4230795734 

$ l~.cO 
DOllARS 



FOR 

, . 

PARKS LAND MANAGEMENT 88-225811113 

RESEARCH & LEASE ACQUISITIONS 
432-399-4659 432-264-8024 

Pinnacle Land Services, Inc. 
P. 0. Box 991 Ph. 83D-569-5436 

Pleasanton, TX 78064 

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

••• • • • • • • • 

08011155 

\2J 
08011156 

09820 
37-65111191120 

4230795734 
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08005626 

\~ 

9563 
37-65/11191120 

4230795734 

•• , ~ ,ao. :Joo7 

~ $ 'J.~~ 'l~S .CO 
h uodlwJ,. kw..h A · ~~~l L 1 ,J fk- oou.m lil iff?·. 
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Pinnacle I.Gnd Services, lnc':J 
P. 0. Box 991 Ph. 830-569-5436 

Wdh f¥go lllnk.N.A r.,.., 
wtobfa~go.com 

Pleasonlon, TX 78064 

• 

, 

9561 
37-65/11191120 

4230795734 

NP 
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~bDi tM X\d tl- ~ )111 X\cU q d. 

• 

08005620 

DOLLARS 

9571 
37-65/1119 1120 

4230795734 
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Wells F.v90 Bank. N.A. 
TtJCOs 
wdsfargo.com 

Qet.LARS 
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Pinnacle Land Services, Inc. 
P. 0. Box 991 Ph. 830-569-5436 

Pleasanton, TX 78064 

\~ 

9669 
37-6511119 1120 

4230795734 

DATE-\Ll.\.....!::-0~(\!..-- ~~ti:J~'l..:..__.:..___ 

' ~~:~.;;'' 5-l:nk of' le)(Q.S I \$ lo ,C13:J, 3:, -· 
0 -=-~Sill1\ ~LtllibcDIL\Ll~SGilr:W:d....rnu_i noc.e...th~UjJI\).(d:inred~jfu:bJJ( r:..!bj~- ±nfu~[f!ec.;c.j~t__:~=:cl_j!J;I D~o~-===t:==:=:::!l66t:~tARS 121 ~r::. 

FOR 

W.US F.,90 8on"-HA 
T-
wdhfMgo.com 
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PARKS LAND MANAGEMENT 
RESEARCH & LEASE ACQUISITIONS 

11306 NCR 31 / PO BOX 711 
BIG SPRING, TX 79720 

4J2-.399-4659/ 432-264-8024 

08UOB~Ai 
\ \- , 1 -

\ L\ 
10793 
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PARKS LAND MANAGEMENT 
RESEARCH & LEASE ACQUISITIONS 

11306 N CR 31/ PO BOX 71 1 
BIG SPRING, TX 79720 

432-399-4659/ 432-264-8024 

. , 
• 

u•oooooo Ci ? b su• 

1- ~ 

08008984 

10795 
88·2258/1113 

) zJ 

I J300. DD 
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PARKS LAND MANAGEMENT 
RESEARCH & LEASE ACQUISITIONS 

11306 NCR 31 / PO BOX 711 
BIG SPRING, TX 79720 

432-J99-4659/ 432-264-8024 

0800t5~86 

08008985 

J- 3 

\Ll 
10796 

M 882258.1113 
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D.\YTOTHE 
IOiOEROF 

~t-o -\c._ Dr Te)(a s 
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PARKS LAND MANAGEMENT 
RESEARCH & LEASE ACQUISITI 

11306 N CR 31 / PO BOX 711 
BIG SPRING, TX 79720 

432-399-4659/ 432-264-8024 

08008988 

9759 
37·65111191120 

4230795734 

_ \ ~sgo8987 zoai 
1 ~~:.:.. 

0HDI·H OF_..--..!::~-=-::::.....!_.:::::_---,,.w....:....___..!.....::::.-I..::T:=!....__,_ __ -.,.-~-=--r----___J 

~~~~~~~~~~~~~~~~~~~~-~-·--~~~~--~' (~~~~ ~ ~ 
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FileNo. /1 - /0?3J. ;;__ 
/3r.:v,tU/ ~ ~ Nf?m ./ 

Date Filed: /.;;../;zft 
Jerr) E. Pntl~r on. Commissioner 

By ~,_5;f.trl 

••• • • . . 
•• • 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73 154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAV E THIS DAY SEPTEMBER 29, 2010 TENDERED TO COM M ISSIONER OF T HE GENERAL LAND 
THE SUM OF $5,200.00 DOLLARS FOR THE CRED IT OF PART Y OR PARTIES NAM ED BELOW IN A MOUNT STA TED 

PURSUANT TO THE TERM S OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 11 /07/2010 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED A S: 

TO 11 / 0 7/ 20 12 

TOWNSHIP: RANGE: SECTION: 46 BLOCK : 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT OESC: ALL OF 

~1f --

PAYMENT : RENTA:.. 
LEASE NUMBER: TX1 992167·012 
RECORDED BOOK: 784 PAGE: 185 

LEA SE DATE: 11 /07/2007 
ENTRY NUMBER: 000 561 

PROSPECT; BALMORHEA 
COUNTY/PARISH: REEVES STATE: TX 

FOR CREDIT OF: A CCT : 
017397 COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS RENTAL PMT FOR YRS 4 & 5 

•••• • • •••• ..... : 
• • 
• 
•••• • •••• 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

• 
PLEASE SIGN 
AND RETURN 

\ )\ 
• •••• ...•. ~-----------------

IMPORTANT Subtotal ..... : 
• • T "~ dllcltlled check •s 1or H1e person Is) nJmed dbove. Plt:o,c date:, 

s1gn and return the attached rece•pts on the day you recetve u. If 
dnccted 10 a bank, please dopos11 the amount to thP crM1t o f th" 
personlsl named above and date. sogn and return the receopt on the 
day you rocHNO •t. If couespondence requrred, pluastt mako reference 
to lease number. 

Date Received _ _ ___ _ ----------i BANK SERVICE 
CHARGE 

Sign Here -----------------------------! 
Grand Total 

8¥----------~~------------------i Tttro Check No. 

AMOUNT 

$5,200.00 

$5,200.00 

$.00 

$5.200.00 

189771 



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

LEA SE OBLIGAT ION DEPOSIT RECEIPT 

WE HAVE THIS DAY SEPTEMBER 29, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $5,200 .00 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 11 /07/2010 TO 11 /07/2012 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT OESC: ALL OF 

PAYMENT: RENTAL 
LEASE NUMBER: TX1992167-012 
RECORDED BOOK: 784 PAGE: 185 
FOR CREDIT OF: 

017397 

LEASE DATE: 11 /07/2007 
ENTRY NUMBER: 000561 

ACCT: 

PROSPECT: BALMORIIEA 
COUNTY/PARISH.REEVES 

COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS RENTAL PMT FOR YRS 4 & 5 ·--·· • • •••• ..... : • • 
• 
' ... • •••• 

• 
•••••• 
···~·---·····: • • 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

COPY FOR 
YOUR RECORDS 

IMPORTANT Subtotal 

STATE: TX 
AMOUNT 

$5,200.00 

$5,200.00 

1 hu dUdCht..-d c.he'K t!» I<» ttl~.; l,h.;r~unl~) ndmed abOve. Pled!.ft CldlO, 
s•gn and re1urn the attact'led recetpts on the day you recetve u. II 
dncetcd to a b:m\t, piP:l""l'! d~r • .,,, thP 1mt"1unt to thP trl!dtt of 1he 
persontsl named above and date. stgn and roturn the rece tpt on the 
day you rec•ove it. It """"'~punduh<.8 r..:Qu•red, ptease make roforunce 
to lease number. 

OCT 0 4 2010 
BArJK ::;ERVICE 

CHESAPEAKE OPERATING, INC. 
~ DELAY RENTAL ACCOUNT 

P.O. Box 18496 
Oklahoma City. OK 73154 

Bank of Oklahoma, N.A. 
Oklahoma Cny, OK 

86 105,1031 

CHARGE $.00 

Grand Total $5,200.00 

Checl<. No. 189771 

189771 

Date 

SEPTEMBER 29, 2010 
Amount 

$5,200.00 

FIVE THOUSAND TWO HUNDRED AND 00 / 100 Dollars · ' • · • ' • • • • • • ' 

Pay to 
The 
Ordc1 
ot 

COMMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 
1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING 
AUSTIN TX 78701 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

Non-Negotiable 



Fi le No. f!J£ /0{[3 .3 2t 

-

· ~.... . . · .... ' ... ~ · . . .,,. . . . 

·· ~ · • • •••• . ....... 
• • 
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• ••• • 

• 
•••• • • .... 
: ····· • • 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY NOVEMBER 18, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $2 ,600.00 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 12/10/2010 TO 12/10/2012 
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT OESC: ALL OF 

11703302 

PAYMENT: RENTAL 

LEASE NUMBER: TX1992167·016 

RECORDED BOOK: 789 PAGE: 10 

LEASE DATE: 12/10/2007 

ENTRY NUMBER: 1400 

PROSPECT: BALMORHEA 

COUNTY /PARISH: REEVES STATE: TX 
FOR CREDIT OF: ACCT: 
0 17397 .... . . 

•••• 
• ...... 

• • 
• 

•• •• • • • . . 
• •••••• • • 

• .. . 
• • • • . 
•:•••: I 

COMMISSIONER OF THE GENERAL LAND 

OFTHESTATEOFTEXAS 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

RENTAL PYMT FOR YRS 4 & 5 

Il l ( I or 0 3 z 1-v 

PLEASE SIGN 
AND RETURN 

M 
IMPORTANT Subtotal 

The Jttoehed check 15 lor the personlsl named above. Please dare. 
sign ~nd return the attached rece1prs on the day you receove 11. II 
duecled to a bank. please deposit tho amount to the crod1t ot 1he 
personlsl named above and dare. s1gn and return the receopt on thO 
day you rec1eve lt . If correspondence roqu1red. please make reference 
ro lease number. 

Date Received--------------1 BANK SERVICE 
CHARGE 

Sign Here ----------------i 
Grand Total 

8¥----------~~--------------~ T1t1e Check No. 

AMOUNT 

$2.600.00 

$.00 

$2,600.00 

200352 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY NOVEMBER 18, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $ 2 ,600.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED 

PURSUANT TO THE TERM S OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 12/10/2010 TO 12/10/2012 

COVERING LESSOR' S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT DESC: All OF 

PAYMENT: RENTAL 
LEASE NUMBER: TX1992167-016 
RECORDED BOOK: 789 PAGE: 10 

LEASE DAT E: 12/10/2007 
ENTRY NUMBER: 1400 

PROSPECT: BALMORHEA 
COUNTY /PARISH :REEVES STATE: TX 

FOR CREDIT OF: ACCT: 

017397 .... 
• • •••• 

• •••••• • • 

•••• • • • • • 
• ••• ••• • • 

•• • . . . 
• 

• •••• • • 

COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS 

1700 N CONGRESS. STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

RENTAL PYMT FOR YRS 4 & 5 

COPY FOR 
YOUR RECORDS 

IMPORTANT Subtotal 

Date Received------------------------1 BANK SERVICE 
CHARGE 

Sign Here ----------------------------1 
Grand Total 

The attached check 15 IO< the person(s) named above. Please dote, 
51gn and return the attached tece•pts on the day you rece1ve 11. II 
d11ected to a bank, please dePOSit the amount to the cred1t of the 
person(sJ named above and date. s1gn and return the receipt on the 
day you •ec•evo 11 II CO<respandonce reqwed. please make reference 
to lease number. 8¥------------~-------------------i T1t1c Check No. 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. Box 18496 
Oklahoma City, OK 73154 

Bank o f Oklahoma, N.A. 
Oklahoma Ctty, OK 

B6· 1 0 5/1 031 

AMOUNT 

$2,600.00 

$2,600.00 

$.00 

$2,600.00 

200352 

200352 

Date 

NOVEMBER 18, 2010 
Amount 

$2 ,600 .00 

TWO THOUSAND SIX HUNDRED AND 00 /100 Dollars * • • * • ' • • * • • • • 

Pay to 
Tho 
Order 
of 

COMMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 
1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BU ILDING 
AUSTIN TX 78701 

n•oooo 200 3 s 211' 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

Non-Negotiable 



•••••• • • • • • • • •• • • • • 
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TE,X/\S 

December 16, 20 I 0 

Victoria Adams 
Chesapeake Exploration LP 
PO Box 18496 
Ok lahoma C ity, OK 73 154-0496 

RE: tate Lease MF 108332N 

Dear Ms Adams: 

Louise Campbell Forward Cobb. agent for S tate ofTexas. Lessor 
dated Dec I 0, 2007 recorded in Book 789, page I 0 
Your lease #TX 1992 167-0 16 
covering Sec 46, A-2472, Blk 57, PSL Survey, Reeves Co TX 

On December 13, 20 I 0, we received a rental payment on the referenced lease . Thi s rental payment purports to pay 
renta ls for the period from 12/ 10/20 I 0 to 12/ 10/20 12. The checks are dated November 18, 20 I 0; however, the rentals 
arrived at the GLO on December 13. In fact, th e envelope in which the rentals were mailed is post marked Dec 10, 
20 I 0 "mai led from z ip code 73 118." 

Because this rental was paid late, the referenced lease has term inated as of December I 0, 20 I 0 . You may req uest a 
refund of this rental by sending a request in writing to my attention. 

We have not recei ved an assigm11ent from Pinnac le into C hesapeake: however. s ince you have a ttempted to 
pay the rental o n this lease, we are assuming C hesapeake is the record working interest owner. Pursuant to the 
Texas Administrative Code, we request that you file with this office a recorded original o r certified copy of a Release 
o f this State Oil and Gas Lease along with a processing fee o f $25.00 per document to be sent to the attention of 
Beverly Boyd. 

If you have any questions regarding thi s assessment, you may contact me at the phone number below. 

Yours truly, 

Harriet Dunne, CPL 
Mineral Leas ing, Energy Resources 
512-475- 1579 
512-475-1543 (fax) 
harriet.dunne@ glo.state.tx .us 

'tc:phcn F. Austin Building · 1700 orth Congrc~s Avenue • Austin, Texas 78701-1495 

Post Office 13ox 12873 · Austin, Texas 7871 1-2873 

512- 463-5001 • 800-998-4CLO 

www.glo.stan:.lX.ll\ 



Fil 

1 
Jerry E. Par::ersJ19..• ~mmissioner 

By ~ ~ --·------



.. 

December 16, 20 I 0 

Victoria Adams 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma City, OK 73 154-0496 

Eli~AL L ii 

RE: State Lea eMF 108332 B Jack E. Blake, et ux, agents for State ofTX, Lessor 
dated Oct I, 2007 recorded Book 776, page 8 15 
Sec 46, A-2472, Blk 57, PSL Survey, Reeves Co TX 

Dear Ms Adams: 

Our records indicate that the referenced lease has terminated for fa ilure to pay the fourth year delay rentals 
due on or befo re October I, 20 I 0. 

We have not received an assignment from Pinnacle into Chesapeake; however, since you attempted to pay 
the rental on another lease with the same description, we are assuming Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrative Code we request that you fi le with this offi ce a 
recorded original or certified copy of a Release of this State Oil and Gas Lease along with a processing fee of 
$25.00 per document to be sent to the attention of Beverly Boyd. 

You have 40 days from the date of this letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the 
40-day period, the mineral fi le shall be endorsed "terminated." 

If you have any questions regarding thi s assessment, you may contact me at the phone number below. 

Yours trul y, 

Harri et Dunne, CPL 
M ineral Leasing, Energy Resources 
512-475-1 579 
5 12-475-1 543 ( fax) 
harri et.dunne@glo.state. tx. us 

rcphcn P. Austin Building · 1700 onh Congress Avenue · Ausrin, Texas 78701-1495 

Posr OITtcc Box 12873 • 1\usrin, Texas 78711-2873 

512- 463-5001 • 800-998-4CLO 

www.glo.stau:.rx.us 



December 16 20 I 0 

Victoria Adams 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma C ity. OK 73 154-0496 

J~ 1(( A L 
}E RRY PATTERSO \ COMMISSIOt ER 

RE: S ta te Lea eMF 108332 C Blake Oil & Gas Corporati on, agent for State ofTX, Lessor 
dated Oct I , 2007 recorded Book 776, page 806 

ec 46, A-2472, Blk 57, PSL Survey, Reeves Co TX 

Dear Ms Adams: 

Our reco rds indicate that the referenced lease has terminated for failure to pay the fourth year delay rentals 
due on or before October I , 20 I 0. 

We have not received an assignment from Pinnac le into Chesapeake; however, since you attempted to pay 
the rental on another lease with the same description, we are assuming Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrative Code, we request that you fi le with this office a 
recorded original or certified copy of a Release of this tate Oi l and Gas Lease along with a processing fee of 
$25.00 per document to be sent to the attention of Beverl y Boyd. 

You have 40 days [rom the date o f this letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. lf such evidence has not been presented at the expiration of the 
40-day period, the mineral fil e sha ll be endorsed '· terminated." 

If you have any questions regarding thi s assessment, you may contact me at the phone number below. 

Yours truly, 

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

' tcphcn F. AuHi n Building · 1700 orth Congrc~~ Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 • Ausrin, Texas 78711-2871 

512- -163-5001 • 800-Y98--IGLO 

www.glu.slatc. IX .u~ 



TE X 

December 16, 20 I 0 

Victori a Adams 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma City, OK 73 154-0496 

RE: State Lease MF 108332 D Richard Ruff, Jr. agent for State ofTX, Lessor 
dated Sept 7, 2007 recorded Book 776, page 779 
Sec 46, A-2472, Blk 57, PSL Survey, Reeves Co TX 

Dear Ms Adams: 

Our records indicate that the referenced lease has terminated for fa ilure to pay the fourth year delay rentals 
due on or befo re September 7, 20 10. 

We have not received an assignment from Pinnac le into Chesapeake; however, since you attempted to pay 
the rental on another lease with the same description, we are assuming Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrative Code, we request that you fil e with thi s office a 
recorded original or certified copy of a Release of this State Oi l and Gas Lease along with a processing fee of 
$25.00 per document to be sent to the attention of Beverl y Boyd. 

You have 40 days from the date of this letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the 
40-day period the mineral fi le shall be endorsed " tem1inated." 

If you have any questions regarding tills assessment, you may contact me at the phone number below. 

Yours truly, 

Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
512-475- 1579 
512-475-1543 (fax) 
harriet.dunne@glo.state.tx.us 

rephen F. Austin 13uilding • 1700 onh Congress Avenue • Austin, Texas 78701 -1495 

Post Office Box 12873 • Austin, Texali 7871 1- 2873 

512-463-5001 • 800-998-4GLO 

w\vw.glo.statc. tx.us 



December 16, 20 I 0 

Victoria Adams 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma City, OK 73 154-0496 

Z1IENERA~L L 

RE: tate Lease MF 108332 E Diane Kay Grant, agent for State ofTX, Lessor 

Dear Ms Adams: 

dated Sept 26, 2007 recorded Book 776, page 698 
Sec 46, A-2472, Blk 57. PSL Survey, Reeves Co TX 

Our records indicate that the referenced lease has terminated for failure to pay the fourth year delay rentals 
due on or before September 26, 20 I 0. 

We have not received an assignment from Pinnacle into Chesapeake; however, since you attempted to pay 
the rental on another lease with the same description, we are assuming Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrative Code, we request that you fil e with this office a 
recorded original or certified copy of a Release of this State Oil and Gas Lease along with a processing fee of 
$25 .00 per document to be sent to the attention of Beverly Boyd. 

You have 40 days from the date of this letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the 
40-day period, the mineral file shall be endorsed " terminated.' 

If you have any questions regarding this assessment, you may contact me at the phone number below. 

Yours truly, 

Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
512-475-1 579 
512-475- 1543 (fax) 
harriet.dunne@glo.statc. lx. us 

tcphcn F. Austin Building • 1700 orth Congrcs~ Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711 2873 

512-463-5001 • 800-998-4CLO 

ww,v.glo.starc. t>..u\ 



1r ~EX !\ S 

December 16, 20 I 0 

V ictoria Adam s 
C hesapeake Exploration LP 
PO Box 18496 
Oklahoma City OK 73154-0496 

JERRY PATTERSO 1, COMMLSSIONER 

RE: State Lease MF 108332 F Patricia L. Harris, agent for State of TX, Lessor 
dated ept 15, 2007 recorded Book 779, page 782 

ec 46, A-2472, Blk 57, P L Survey, Reeves Co TX 

Dear Ms Adams: 

Our records indicate that the referenced lease has terminated for failure to pay the fourth year delay rentals 
due on or before September 15, 20 I 0. 

We have not received an assignment from Pinnacle into Chesapeake; however, s ince you attempted to pay 
the rental on another lease with the same description, we are assuming Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrative Code, we request that you fil e with thi s office a 
reco rded original or certified copy of a Release of this tate Oi l and Gas Lease along with a processing fee of 
$25.00 per document to be sent to the attention of Beverly Boyd. 

You have 40 days from the date of thi s letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the 
40-day period, the mineral file shall be endorsed " terminated." 

If you have any questions regarding this assessment, you may contact me at the phone number below. 

Yours trul y 

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

'tcphcn F. Austin Building · 1700 o rth Congre:.s Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 787 l 1-2873 

512--163-5001 · 800-998-4GLO 

www.gl o.statc.tx.u~ 



TE X. 

December 16 20 I 0 

Victoria Adam s 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma City, OK 73 154-0496 

'l b ' 
• ( .J.. ~. 

RE: S ta te Lease MF 108332 G David W. Harris, agent fo r tate ofTX, Lessor 

Dear Ms Adams: 

dated Sept 15, 2007 recorded Book 779, page 79 1 
Sec 46, A-2472, Blk 57, PSL Survey, Reeves Co TX 

Our records ind icate that the referenced lease has terminated fo r failure to pay the fo urth year delay rentals 
due on or before September 15, 20 10. 

We have not received an assignment from Pinnacle into Chesapeake; however, s ince you attempted to pay 
the rental on another lease w ith the san1e description. we are assuming Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrati ve Code. we request that you fi le wi th this office a 
recorded origina l or certified copy of a Release of this late Oil and Gas Lease along wi th a processing fee of 
$25 .00 per document to be sent to the at1ention of Beverl y Boyd. 

You have 40 days from the date of thi s letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the 
40-day period, the mineral fi le shall be endorsed ' terminated." 

l f you have any questi ons regarding thi s assessment, you may contact me at the phone number below. 

Yours tru ly, 

J larri et Dunne, CPL 
Mineral Leasing, Energy Resources 
5 12-475- 1579 
5 12-4 75- 1543 (fax) 
harriet.dunne@glo.statc.tx.us 

Stephen f.'. Austin Building • 1700 orth Congrc>~ Avenue · Austin, Tcxa~ 78701-1495 

Post Office Box 12873 • Ausrin, Texas 78711 2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc.rx.u' 



December 16 20 I 0 

V ictoria Adams 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma City, OK 73 154-0496 

E li{A L lL i~ 

RE: tate Lea eMF 108332 H Emily Harri s, agent fo r State ofTX, Lessor 

Dear Ms Adams: 

dated Sept 15, 2007 recorded Book 779, page 800 
Sec 46, A-2472, Blk 57, PSL Survey, Reeves Co TX 

Our records indicate that the re ferenced lease has terminated for failure to pay the fo urth year de lay rentals 
due on o r be fore September 15, 20 I 0. 

We have not received an assignment from Pinnac le into Chesapeake; however, since you attempted to pay 
the renta l on another lease with the same description, we are assumi ng Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrative Code, we request that you Jil e wit h this office a 
recorded original or ce1tified copy of a Release of this tate Oil and Gas Lease along with a processing fee of 
$25.00 per document to be sent to the attention of Beverly Boyd . 

You have 40 days from the date of thi s Jetter in whic h to present evidence and convince the General Land 
Office that a termination has not occurred . If such evidence has not been presented at the expiration of the 
40-day period, the mineral fil e shall be endorsed ' terminated." 

lf you have any questions regarding this assessment you may contact me at the phone number below. 

Yours trul y, 

Harriet Dunne C PL 
Mineral Leasing Energy Resources 
51 2-475-1 579 
5 12-475-1 543 (fax) 
harriet. d un ne@ glo.state. tx .us 

lephcn F'. Austin Building • 1700 onh Con~:,rrcss Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 • Ausrin, Texas 7871 1-2873 

512-463-5001 • 800-998-4GLO 

www.glo.stalc.rx.us 



TB',X /\ 5 

December 16, 20 10 

Victoria Adams 
hesapeake Exploration LP 

PO Box 18496 
Oklahoma City, OK 73 154-0496 

~~ lF\ i \ L 

RE: tate Lease MF 108332 I Barbara Ruff Arledge, agent for State ofTX, Lessor 
dated ept 7, 2007 recorded Book 779, page 8 18 
Sec 46, A-2472, Blk 57 PSL Survey, Reeves Co TX 

Dear Ms Adams: 

() J I' IF ll c E 

Our records indicate that the referenced lease has terminated for failure to pay the fourth year delay rentals 
due on or before September 7, 20 10. 

We have not received an assignment from Pinnac le into Chesapeake; however, since you attempted to pay 
the renta l on another lease with the same description, we are assuming Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrative Code, we request that you fil e wi th thi s office a 
recorded ori ginal or certifi ed copy of a Re lease of this tate Oil and Gas Lease along with a processi ng fee of 
$25.00 per document to be sent to the attention of Beverly Boyd. 

You have 40 days from the date of this letter in which to present evidence and convince the General Land 
Office that a terminati on has not occurred . If such evidence has not been presented at the expiration of the 
40-day period, the mineral file shall be endorsed " terminated." 

If you have any questions regarding thi s assessment, you may contact me at the phone number below. 

Yours trul y, 

Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
512-475- 1579 
5 I 2-475-1 543 (fax) 
harriet.dunne@glo.state. tx . us 

tcphcn F. Austin Bui lding • 1700 orth Congress Avenue · Austin, Texas 78701-1495 

Post Office Box 12873 • Ausrin, Texas 78711-2873 

512-463-5001 • 800-998-4G LO 

www.glo.stmc.tx.u~ 



' t 

December 16, 20 I 0 

Victoria Adams 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma City. OK 73154-0496 

RE: tate Lease MF 108332 J Richard H Troeger, et al, agents fo r State of TX, Lessor 
dated Sept 7, 2007 recorded Book 778 page 8 14 
Sec 46, A-2472, Blk 57, PSL Survey, Reeves Co TX 

Dear Ms Adams: 

Our records indicate that the referenced lease has terminated fo r failure to pay the fourth year delay rentals 
due on or before September 7, 20 10. 

We have not received an assignment from Pinnacle into Chesapeake; however, since you attempted to pay 
the rental on another lease with the same descrjption, we are assuming Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrative Code, we request that you fi le with this office a 
recorded original or certified copy of a Release of this tate Oil and Gas Lease along with a processing fee of 
$25.00 per document to be sent to the attention of Beverly Boyd. 

You have 40 days from the date of this letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the 
40-day period, the mineral fil e shall be endorsed ' terminated." 

If you have any questions regard ing this assessment, you may contact me at the phone number below. 

Yours truly, 

Harriet Dunne, CPL 
Mineral Leas ing, Energy Resources 
512-475- 1579 
5 12-475-1 543 (fax) 
harriet.dunne@glo.state.tx.us 

Stephen F. Austin Buildi ng • 1700 orth Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 • Ausrin, Texa~ 78711 -2873 

512-463-5001 • 800-998-4CLO 

www.glo.statc.IX.m 





December 16, 20 I 0 

Victoria Adams 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma City, OK 73 154-0496 

lL AND OF K~ K CE 
j ERRY PATTERSO , COMMlSSJO ER 

RE: State Lease MF 108332 L Michael H Harris, agent for State ofTX, Lessor 

Dear Ms Adams: 

dated Sept 15, 2007 recorded Book 780, page 794 
Sec 46, A-2472, Blk 57, PSL Survey, Reeves Co TX 

Our records indicate that the referenced lease has terminated for fa ilure to pay the fourth year delay rentals 
due on or before eptember 15. 20 I 0. 

We have not received an assignment from Pinnacle into Chesapeake; however, since you attempted to pay 
the rental on another lease with the same description, we are assuming Chesapeake is the record working 
interest owner. Pursuant to the Texas Administrative Code, we request that you file with thi s office a 
recorded original or certified copy of a Release of this State Oil and Gas Lease along with a processing fee of 
$25.00 per document to be sent to the attention of Beverly Boyd. 

You have 40 days from the date of thi s letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. If such evidence has not been presented at the expiration of the 
40-day period, the mineral fil e shall be endorsed " terminated." 

If you have an y questions regarding this assessment, you may contact me at the phone number below. 

Yours truly, 

Harriet Dunne, CPL 
Mineral Leasing, Energy Resources 
512-475-1579 
5 12-475-1 543 (fax) 
harriet.dunne@glo.state.tx.us 

Stephen r. Austi n Building · 1700 orth Congress Avenue · Aust in , Texas 78701-1495 

Post Office Box 12873 • Austin, Texas 7871 l -2873 

512-463-5001 • 800-998-4G LO 

www.glo.statc.Lx. u~ 



December 16, 20 10 

Victoria Adams 
Chesapeake Exploration LP 
PO Box 18496 
Oklahoma City, OK 73 154-0496 

ER/ 

RE: State Lease MF 108332 L Michael H Harris, agent for State ofTX, Lessor 

Dear Ms Adams: 

dated Sept 15, 2007 recorded Book 780, page 794 
Sec 46, A-2472, Blk 57, PSL Survey, Reeves Co TX 

Our records indicate that the referenced lease has terminated for fai lure to pay the fourth year delay rentals 
due on or before September 15, 20 10. 

We have not received an assignment from Pinnacle into Chesapeake; however, since you attempted to pay 
the rental on another lease with the same description, we are assuming Chesapeake is the record working 
interest owner. Pmsuant to the Texas Administrative Code, we request that you file with thi s office a 
recorded original or certified copy of a Release of this State Oil and Gas Lease along with a processing fee of 
$25.00 per document to be sent to the attention of Beverly Boyd. 

You have 40 days from the date of this letter in which to present evidence and convince the General Land 
Office that a termination has not occurred. [f such evidence has not been presented at the expiration of the 
40-day period the mineral fi le shall be endorsed " terminated." 

If you have any questions regarding this assessment, you may contact me at the phone number below. 

Yours truly, 

Haniet Dunne CPL 
Mineral Leasing Energy Resources 
512-475-1579 
512-475-1543 (fax) 
haniet.dunne@glo.state. tx. us 

Stephen F. Austin Building • 1700 orth Congres~ Avenue · Austin , Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711 -2873 

512-463-5001 • 800-998-4G LO 

www.glo.slatc. tx.us 



Dare Filed: _ ___;_;/;2~--=-/..;::;;b_-- ...:..I.....;:C.;....> __ _ 

jerry E. Parr9}urn Commisswncr 

Br-------~~bt.~~*~~------



Leases A 8 c 
Lessee/Ass ignees c:r;4.J.-1: ~ ' ( ~ -~ ""' - -

L ' '·" I•J· [ C.. ·"' - -- ~ ~-
. 

Recorded Book/page - -u-:.3 } ql '71C: ) 2 15 -
11~f;olt)_ 

Lessor Name (short) 
~ 

~"y ~'-
-- ~ ---4----- I ~_L ., ,') -

Date of lease ~J-f-{,7 /0 - I- t IC I- c. 1 -- -
NetAc -- - 4/o - 1- pf/... -_g -- -- -

-Term ~5 5 - --5--
Yr 2 & 3 rentals prepaid (y/n) 

1 !! £,_.115") I. 
--

'-'/ ;z._ -~~teL--'~ 
~nd yr rental 

1-3rd yr rental - -
4th yr rental (w/o 5th yr) 

. - -· - --
5th yr rental - -- -- - - -

- - - - --
4th yr rental (includes Sthyr) - -- (l~~ ~3 J_z (_ 

-
It, 4-&L 

Rentals paid · date/amount - -- 1- -
:-- --

2nd yr ----
- 1- - -

3rd yr - 1- ·--- -- - - - 1- -
4th yr - - - - -- --

- - --1- -- -
5th yr --- -- - -- -

-- ·- --1- -- -

1;,1 -~r t~ s ~r-., -nt-r.:. A.t., ,..,,\P' Comments: _fb f 
1-u ~-t-

-- 1 - '- '-

Date Prepared( /9- · I~ f{. 
By: h·V 

-

Rental/Lease Status 
RAL Undivided 
Interest Leases 

D 

-

E 

·V ~ -
-

7? 4 / 171 rrrt-j~ 
!-'- i i- - _JJL_~ ~-t-

q _ '1- or - q_- 2"0.- r: 7 

4-1. l:."le ~ G- t 7_ j{; 

5 -
-- 5 

~(t~/ ----- :: '--Cf:J.;--
--
- -~ 

--

~,CJ :s -3.35 - :1.L? Q-0 

- -

·-
- --
-. ---

- 1-

·-
-

/ 
J:_ ' I 

~·11 , ~...Lh.~-I _ '±:"' }I / !u..T 
l IP{ t .l}_ -

J 

Revosed 8/23110 

F 

-
-/' 

--1-1ZL/.7t? ~ 
~--.:5!_ 
t7- l~~ 

- ?{ - -

c; 
--

\..t.:j-L-U -

--
- -

/3/LC'-
-

--
-

-
--

- - .,...._ 
-

~y__!__ 

/ Description : 
jL/.__ ? I 

I SL 

G H I 

-- --- I~ ·-
1- 7 / --L -

~--.7, Cj I <a t-z 
- -

'l/1 tTJ 'l!l I 71c;j_Y> Lt 
A.'. !:hi 1 ~ ~ - 1- 11 1. 

-?-..r'~t c --+ lvV\V'-

'?1-L5-t.,2 CJ-tb - O J~ ~-
...,, 'I) L/7!: M C:l.-:1L1_ __Q_ - 1-

- ..---:" 

-"£:L ~ 
...,. 
~ 

1- -- - -
i..(.f~v-

-
.., ~.v ~~ - -

-~ 

- ~ 1-

-

/3~ !3~~ ·- 1- (;_(' , -).3_ I :>-> 

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

·-1-

1- -
·- ·-

- t~ -
- -

--
-----· ....... ·-

c.j-Jx ~~ "' ~~~ 1 ,_ t#t ... J~C"[ 
I 

LJ.II... (tv /rJ.t 
1')4 &£ 
I 

--I 



MF 
County _____ _ 
Gross Ac ____ _ 

Leases _;J_ ~ K 
l essee/Assignees 

~ j_ ~ 
~~ --I) - - - I~ .;/- -

..L t 11.LLC..~ -v v --
LL~ K 

1'1 q; /31 ¢._ ~LS?i /fS ·~ .;::l-7'11 Recorded Boo page 

Lessor Name (short) - _'-J.A,~~r-~ lJtJ,'t'' &r ./t.-1.. ~a - -
Date of lease - ---q_ /-v:u_ IF!-a-1 q- /~-C.'/ -
NetAc --Az._.lck'KL --;..,:; -- __s; -- :0:>'2:= -

-
_ ::L.r..J,/ 

~ - - -Term 5-- F) - - -
Yr 2 & 3 rentals prepaid (y/n) - - --

~GL '-'f-L!._ ,~< .r:!: -
I 

~ 

2nd yr rental -- -
3rd yr rental - - -
4th yr rental (w/o 5th yr) - - -
5th yr rental - - -- --

- -~- - -
4th y!_rental (includes 5th yr) Xi3-) ~-j 5:,-J((_l{j - 75fP-6> ~ 

~ -

Rentals paid • date/amo~ 
- -- -

--
2nd yr -- ~ 

---- - 1- -
- - ~ --3rd yr -- - -

4thy~ 
-

[ '- '2.. tc ()!1 
--

-- ~ 

- _L{) - +_ - Lt. -5th yr - '" ~ --
Comments· 1'Rttl ~tr;r_ --J-u'- ~~ ~ --

t' ,,.~, - ~ d-fl 
-

Date Prepared: ___ _ 
By: ______ _ 

,~ 

Rental/Lease Status 
RAL Undivided 
Interest Leases 

/J( l} /\- ~ 

./ 
/ 

7f6 g /4 'l ~ 151 /Lo~ 
!lt ·tee v P~-

j:J.. zz..--c.. -1 ;2-/c o7 

Cc4 ,_ r~ -
f ~ 5 5 --~ 

- ~ 
f-J L--= - I-

-
-

--
-

'~0 /1 i;' c (' ~t;(( -
, :.J 

I' 
1-

,_ 
--

1- -
1- -,_ 

1
_ ~ ({; ~""' i:>ci' ,_ 1- 1'2.....- f/,~ ,_ ·- 1- ·-

- )j t. _ \..u \.L ,u, ld -
~\;, ,;liJ:.. e ( .., 
r • tl 4 

'--._,, 

Rev• sed 8/23/1 0 

Description: 

~ 

tr f; ' ..Go &I- ('1. ~f.\' jfo' 

- ,_ - ---
"/ ;/ ~ 1-v' ~ 

_·'l_t;;frp '- 1~c-1~- ,_ '7. s II 2- "Z- '!~~;-
~11\.r<'" ( j,.: i<,.......{ LJ----1..-,_ f>o ... tL v_ -~w,..t,v_ 
-=z L~ L R- l l- £'.)~ - f- I- ( Y.,_ 1- 1- o?) 

jfl; rz...<6 I z. · S ·-
(Z .'i) --

1- - 5 :;-5_ l5 -- --

~~c-= 
-- ~ 

c i -:-u __ ~ Lc }'- .. --tc v -
~-

- -
- - --
-- --

-

2.n9,C 9'0_ (~( /),(. sc ~- rrsv -
- - - -

- f~ --
-- -

- - -
---
-

7:o '·o, lJD !l!J.-g_[) .O{) 
-pi-EZi!=.LJ tz..---2.-o -jo 

1.).1)~ 0 (JJ 
{ z_ - z.o- /{) 

Zil:M . D7J 
/2.- '2-b -jb 

- ~ -
- 1- - --

-- --
·/ -





t.; HESAPEAKE OPERATING , INC. P.O. BOX 18496 OKLAHOMA CITY, OK 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY JANUARY 19 , 2011 TENDERED TO COMMISSIONER OF TH E GENERAL LAN D 
THE SUM OF $ 2 ,080.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NA MED BELOW IN AMOUNT STATED 

PURSUANT TO THE TERM S OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 2/18/2011 TO 2 /18/2013 

•• •• •: COVERING LESSOR' S INTEREST IN LAND DESCRIBED A S: 
• • 

• TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT DESC: ALL OF 
•••••• • • 

• 
•••• • .... 

•• • • • • • • • 
• 

• •••••• • • 

11704972 

PAYMENT : RENTAL 
LEASE NUMBER: TX1992167·017 
RECORDED BOOK: 789 PAGE: 1 
FOR CREDIT OF: 

0 17397 

LEASE DATE: 2/18/2008 
ENTRY NUMBER: 1399 

A CCT : 

PROSPECT : BALMORHEA 
COUNTY /PARISH: REEVES 

COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS PYMT FOR YRS 4 & 5 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

PLEASE SIGN 
AND RETURN 

STATE: TX 
A M OUNT 

4-- ·~;r 

IMPORTANT 
Date Rec eive d _ ___!J~A~N~2:.....4...!-.=2..::0..:..11.:...._ __ -I ::::~:~RVICE Tho attached check is lor the person(sl named above. Please date. 

s•gn and return tho attached rece1pts on the day you re<:etve •t. If 
d•rected to a bank, please depostt the amount to the cred•t of the 
person(sl named above and date. s•gn and return tho rocoopt on tho 
da y you rece•ve lt. If correspondence reQuired, please make reference 
to lease number. 

$2,0BO.OO 

Sign Here 06 lC: ti.ITA I 06-VI\AI=NT CHARGE 

Grand Total 

8¥------------~------------------~ Tille Check No. 

$.00 

$2,080.00 

21 4503 



• t••••• • • 
• •••••• • • 

• 
•••• • 

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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE TH IS DAY JANUARY 19, 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
T HE SUM OF $ 2 ,080.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED 

PURSUANT TO THE TERM S OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 2/18/ 2 011 TO 2 /18 /201 3 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHOAT DESC: All OF 

•••• PAYMENT: RENTAL 
•• • • • • LEASE NUMBER: TX1992167-017 LEASE DATE: 2/18/2008 

ENTRY NUM BER: 1399 
PROSPECT: BALMORHEA 
COUNTY /PARISH: REEVES 

• •• 
• RECORDED BOOK: 789 PAGE: 1 STATE: TX 

• FOR CREDIT OF: ACCT: AMOUNT 
•••••• • • 017397 COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS PYMT FOR YRS 4 & 5 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

COPY FOR 
YOUR RECORDS 

IMPORTANT Subtotal 

The auached chec~ is for the personlsl named above. Please date. 
sign and return the attached rece1pts on the day you rece1ve ''· It 
d"ected to a ban~ . please deposot the amount to the credot of the 
personlsl named above and date. sign and return the rocetpt on the 
day you recieve h. It correspondence requ1red, please make reference 
to lease number. 

Date Received ___________ --! BANK SERVICE 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. Box 18496 
Oklahoma City, OK 73154 

CHARGE 
Sign Here --------------l 

Grand Total 

By ________ ~~----------------~ 
Totle Check No. 

Bank of Oklahoma, N.A. 
Oklahoma City, OK 

86-105/1031 

$2,080.00 

$2,080.00 

$.00 

$2,080.00 

214503 

21450 3 

Date 
JANUARY 19, 20 1 1 

Amount 

$2,080.00 

TWO T HOUSAND EIGHTY AND 00 / 100 Dollars • * * * *" * * * * * *" 

Pay to 
The 
Order 
of 

COMMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 
1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING 
AUSTIN TX 78701 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

Non-Negotiable 



Fdc?~o. 2: ~f[pt!/.~ 3 "Q~~~ 
Date Filed: ___ . ....~./~-~3-LJ___.:...'_~ -"-/--

Jerry E. Pattenon, Codunlssioner 
~y ~ ~ 

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



February 16, 20 11 

James W. Wimmler 
Chesapeake Energy Corporation 
6 100 N Western Ave 
Oklahoma City OK 73 1 18- 1 044 

RE: tate Lease M F 108332M Lease dated December 22, 2007, covering Sec 46. A-2472, Blk 57, 

Dear Mr. Wimmler: 

PSL, being 640 ac in Reeves Co TX, recorded in Book 788, pg 473 
Douglas Alfred Miller, as agent fo r State ofTX, Lessor 

Our records indicate that the referenced lease has terminated for failure to pay the fourth year delay rentals 
due on or before December 22, 20 I 0. 

The Lessee under this lease is Alpine Energy LP. Steve Knox with Alpine reported that this lease was 
assigned to Chesapeake: however, we have not received notice of that assignment. If Chesapeake does hold 
leasehold ownership under this lease, pursuant to the Texas Administrative Code, we request that you file 
with this office a reco rded original or certifi ed copy of a Release of this State Oi l and Gas Lease along with a 
processing fee of $25.00 per document to be sent to the attention of Beverly Boyd. 

You have 40 days from the date of this letter in which to present ev idence and convince the General Land 
Office that a termination has not occurred . If such evidence has not been presented at the expiration of the 
40-day period, the lease shall be endorsed "terminated." 

If you have any questions regarding this assessment, you may contact me at the phone number below. 

Yours tru ly, 

Harriet Dunne, CPL 
M ineral Leasing, Energy Resources 
512-475- 1579 
512-475- 1543 (fax) 
harriet.dunne@glo.state.tx.us 

tephen F. Austin Building · 1700 lonh Congrcs~ Avenue • Austin, Texas 78701-1495 

Post O tlicc Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.t>..m 



J;)UOJSS!WWOJ •uosJ~lHid •9 ~.~~r 
:p;,ll::l ~lE(] 

Date Filed: ;6 - / (o 1/ 
Jerry E. Parte~ommissionet' 

~y • ~ 

/4 



(2/16/2011) Harriet Dunne - RE: Need some information on a Reeves Co TX Lease;.._------------= 

From: 
To: 
Date: 
Subject: 

Thanks, Steve, 

Harriet Dunne 
Steve Knox 
2/ 16/ 2011 7:32AM 
RE: Need some information on a Reeves Co TX Lease 

I'll contact Jim Wimmler to see if he can help me. 

Harriet Dunne, CPL 
Manager, Mineral Leasing, Energy Resources 
Texas Genera l Land Office 
512-475-1579 
harriet.dunne@glo.state.tx.us 

>>> "Steve Knox" <sknox@alpineenerqy.net> 2/15/ 2011 3:22PM >>> 
I believe we sold the majority of that lease to Chesapeake. Jim Wimmler 
is the Iandman at CHK who oversees this project. Please let me know if 
you need more information. 

Steve Knox 

-----Original Message-----
From: Harriet Dunne [mailto:Harriet.Dunne@GLO.STATE.TX.USJ 
Sent: Tuesday, February 15, 2011 3:20 PM 
To: Steve Knox 
Cc: Dwight Snell 
Subject: Need some information on a Reeves Co TX Lease 

Mr. Knox, 
I secured your name and e-mail address from Dwight Snell in Houston. 

In Dec 2007 Alpine Energy took a lease on an undivided interest in Sec 
46, Blk 57, PSL Survey, A-2472, Reeves Co, TX. The leases is from 
Douglas Alfred Miller, as agent for State of Texas, Lessor. The leases 
is recorded in Book 788, page 473, Reeves Co. 

The remainder of the undivided interest leases in this description were 
bought by Pinnacle Land for Chesapeake. 

I need to send a letter to the leasehold owner of this particular lease 
and would like to know if Alpine Energy still owns that leasehold. We 
have not been furn ished an assignment out of Alpine. 

If it is not owned by Alpine, please advise if you know which company 
might own this lease now. 

Thank you for any help you can furnish, 

Page 1 



Date Filed: --~__:_::::;._..:..t._ __ 

By_J_err_v_E_._P-at-te....;;;;:.L'L~::::._m_m_iss_io_n_er_ 



(2/22/2011) Harriet Dunne- Re: State lease MR 108332 Release 

From: 
To: 
Date: 
Subject: 

Juliet, 

Harriet Dunne 
Juliet Mitchell 
2/ 22/ 2011 7:37AM 
Re: State lease MR 108332 Release 

My apology for the delay in responding. I had to pull the file again to be sure I had the facts correct. 

I do not have the envelope which I described in my December 16 letter. It is our policy not to keep 
envelopes in our fi les because of the bu lk. We had received the check on December 13 and the check 
stub with envelope attached arrived at my desk on December 16, the same day I wrote the letter. I was 
confused by the date on the check and why it took so long to get to the GLO. That is why I examined 
the envelope and found the late mailing date. I quoted to you in my letter exactly what was on the 
envelope. 

This is the best I can do with regard to your request. Sorry I don't have what you were asking for. 

Harriet Dunne, CPL 
Manager, Mineral Leasing, Energy Resources 
Texas General Land Office 
512-475-1579 
harriet.dunne@glo.state.tx.us 

> > > Juliet Mitchell < juliet.mitchell@chk.com> 2/ 18/ 2011 9:29 AM > > > 
Good morning Harriet, 

I spoke to you over the phone regarding the referenced State lease numbers. In the letter you sent us, it 
said the checks were dated November 18 2010 however it arrived at the GLO December 13. Is there any 
way you could image the envelop that had the postmark date? 

I appreciate your assistance. 

Sincerely, 
Juliet Mitchell 
Lease Analyst II 
Bui lding Six - Office 522 
Chesapeake Energy Corporation 
Office: ( 405) 935-4082 
Fax: ( 405) 849-4082 
E-mail: juliet.mitchell@chk.com<mailto :juliet.mitchell@chk.com> 
[cid:imaqe001.jpg@01CBCF4E.5D659C10l<http://www.chk.com/ > 

This emai l (and attachments if any) is intended only for the use of the individual or entity to which it is 
addressed, and may contain information that is privileged, confidential and exempt from disclosure under 
applicable law. If the reader of this email is not the intended recipient, or the employee or agent 
responsible for delivering this message to the intended recipient, you are hereby notified that any 

Page 1 





CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 731 :~ ~~0::,Z~~~-Q~;~ 
I.ILv IJ U I , 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY DECEMBER 14 , 2010 TENDERED TO COM MISSIONER OF THE GENERAL_Le~~~~:· . . ; • . •. 
THE SUM OF $2,080.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BEl10W IN A MOUNT STAlED 
PURSUA NT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 1/01 /2011 TO 1/01 /20 13 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED A S: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 67/ SURVEY: f'UBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT DESC: All OF 

PAYMENT: RENTAL 
LEASE NUMBER: TX1992167-013 
RECORDED BOOK: 786 PAGE: 670 
FOR CREDIT OF: 

017397 

LEASE DATE: 1/01 /2000 
ENTRY NUM BER: 001004 

ACCT: 

PROSPECT: BALMORHEA 
COUNTY /PARISH: REEVES 

COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS PYMT FOR YRS 4 & 5 
1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 
AUSTIN TX 70701 

PLEASE SIGN 
AND RETURN 

IMPORTANT Sub1o1al 

STATE: TX 
AMOUNT 

$2,080.00 

Tho auachod choc~ Is lot lha ptraGnlol namod •bova. Plnse dalo, 
t~n 1nd 111urn tho Jttac~d toc.olpta on tho day you toceivo ''· u 
dltoctod 10 a bonk, plorase doposlt tho amount to the crlt()it of the 
poraonlsJ namod abOve l'lnd dato. s~n and return the ructtlpt on the 
day you ttCI0\10 lt. It c:ouosex>•ldor•t • umuhctl, ploBS.o fnltke rolottnce 
to lease numbet. 

Dote Received __________ __, BANK SERVICE 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

p.G. Box 18496 
Oklahoma City, OK 73164 

CHI\RGE Sign HBre ____________ -i 
Grand Toaal 

BY-----~T"'IIIo~--------1 Chock No. 

$,00 

$2,080.00 

205590 

Bank ot Oklahoma, N.l\. 
Oklahoma Chy, OK 

I1io38~~ 
205590 

86-1 05/t 031 

Date 
DECEMBER ~ 4 , 2010 

Amount 
$2,080 .00 

TWO THOUSAND EIGI ITY AND 00 /100 Dollars ' ' ' ' '• ' • ' ' ' '' 

Pay lo 
l ht 
Or dOt 
ol 

COMMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

1700 N CONGRE's s, STE 600 &=13:.4> ~ /.~ 
STEPHEN F AUSTIN BUILDING • (/11_ t/ . . 
AUSTIN TX 7870 1 ______ _ 

CRM\dll ...,.,.,..,.ZF WQII4JI:LJlNIDl!Wil~ . ·- ~ 

11"000 0 20 5 590 11" 



CHESAPEAKE OPERA TIN G, INC . P.O . BOX 18496 OKLAH OMA CITY, Ot< 73154 

LEASE OBLIGATION DEPOSIT RECEIPT 2 0 2U.W. 

~,) 
'II 
:=!t JJ 

WE HAVE THIS DAY DECEMBER 14, 2010 TENDERED TO COMMISSIONER OF THE GENERAL~ . • 
THE SUM OF $2,080.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED s:;fb'uNT S'rATED 
PURSUANT TO THE TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 1/01 /2011 ., TO 1/01 /201 3 
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 67/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT OESC: ALL OF 

_...) J I ! 'I 0 7 / l!.e /\. ~- ,.r..- . . -

JI!JF /0 ~ ·:3 ~~ ~)..X . 11703635 
:;;c;~ CJ:1) (000(, !)5r- ~J 

;1 I) -"'J I ... {JO .r.-) 
t_// •. f} .~.) :·./ I 10 "--

(C(Q)\P\f 
PAYM ENT: RENTAL 
LEASE NUMBER: TX1992167-014 
RECORDED BOOK: 788 PAGE: 122 
FOR CREDIT OF: 
017397 

LEASE DATE: 1/01/2008 
ENTRY NUMBER: 1282 

ACCT: 

PROSPECT: BALMORHEA 
COUNTY /PARISH: REEVES 

COMMISSIONER OF Ti lE GENERAL LAND 
OF THE STATE OF TEXAS PYMT FOR YRS 11 & 6 

1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING 
AUSTIN TX 78701 

PLEASE SIGN 
AND RETURN 

IMPORTANT SubiOlOI 

STATE: TX 
AMOUNT 

$2,080.00 

, .. ,, \ 
\ I • 

$2,080.00 

The ottecllod c:hocl< Is IO< rho I'O<Ionlol named obove. PltaJO dote, 
~lgn ;u\d return the lliJched rtc:t'PU on the d;ay you rtceive ft. lf 
dlrocled 10 1 bonk, plt .. o cloposll lht amoun1 10 the crtclll or tho 
penon(c) nam1d above nnd doto. slon ond totu•n lh4 ta, olpt on tho 
day you roclo1o~e h. If cotroJpondtf'KI reQuired, plee.so make re leuoce 
10 loaae fl\.lmber. 

Doto Rece/ved ____ ____ __ -i BANK SERVICE 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. Box 18496 
Oklahoma City, OK 73154 

Sign Hero _ _ ___ _______ _, 
CHARGE 

Grand Total 
8Y-----..,Tr.r,.~---------t Check No. 

Bank ol Oklahoma, N.A. 
Oklahoma Chy, OK 

06· 106/1031 

11703635 

Date 
DECEMBER 14, 2010 

$,00 

$2,080.00 

206592 

20 5592 

Amount 
$2,080.00 

TWO THOUSAND EIGHTY AND 00 /100 Dollars • ' ' • • • ' ' •' ' ' ' 

Pay to 
rho COMMISSIONER OF THE GENERAL LA ND 
~;d•• OF THE STATE OF TEXAS 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

, _____ ___jt~~~~::.:!i~~~~:___&:t~ V::#JL 
n• 0 0 0 0 2 0 S S g 211' 



CHESAPEAKE OPERATING. INC. P.O. BOX 18496 OKLAHOMA CITY. OK 7~1~ ~ ~~ c-·-·"l[~lil 
LEASE OBLIGATION DEPOSIT RECEIPT /.)_. Ott- z 0 2.G.)p, iliJ 

WE HAVE THIS DAY DECEMBER 14, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $2.080.00 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 1/01 /201.1, · ..... TO 1/01 /201 3 
COVERING LESSO R'S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT OESC: ALL OF 

11703632 
J;l f/Dg 33 2-K 

PROSPECT• BALMOR.t 0 \P>)? PAYMENT: RENTAL 
LEASE NUMBER: TX1992167-015 
RECORDED BOOK: 788 PAGE: 113 
FOR CREDIT OF: 
017397 

\ 
LEASE DATE: 1/01/2008 
ENTRY NUMBER: 1281 

ACCT: 
COUNTY/PARISH:REEVES 

COMMISSIONER OF THE GENEnAL LAND 
OF THE STATE OF TEXAS PYMT FOR VAS 4 & 6 

1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING 
AUSTIN TX 78701 

PLEASE SIGN 
AND RETURN 

IMPORTANT Subtotal 

STATE: TX 
AMOUNT 

I $2.080.00 
\l ,, 

\ " 'i \ \0 

$2,080.00 

Tho anochod c:lwlek Is fO< tho person(sl named abovo. Pieuo dall, 
s£Qn encJ ttturn the aetachtd "ct1p1s on the daV you reettvt 11 . It 
dlrtclad 10 A b&nk. ploase depostt tno •mount tn the crectlt or the 
ptuonls) 1W1'1od &tKwl and dart, slon end re1urn 1h1 receipt on tho 
duy you ,.c;.evo u. It couetpondenc:o rGQlllted. pleeco make retoronco 
to Ins• numb11. 

Dote Receivod __________ ---1 BANK SERVICE 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. Box 16496 
Oklahoma City, OK 73154 

Sign Horo ____________ -1 CHARGE 

GtMd Total 
8 Y------..TI:o::uo=-----------i Check No. 

Donk o f Oklahoma. N.A. 
Oklahoma Cll y, OK 

86·1 06/1031 

Dat e 
DECEMBER 14, 2010 

TWO THOUSAND EIGHTY AND 00 / 1 00 Dollars ' • ' ' ' ' ' ' ' ' ' ' ' 

u• 0 0 0 0 2 0 5 5 cp .• u• 

$.00 

~2.080.00 

205594 

205594 

Amount 
$2,080.00 



j'l, 

Date Filed . / Z - "2-v - !C 
Jerry E. Parterson.J;o ission~ 

By ,;+ 



(2/15/2011 ) Harriet Dunne- A favor- need scanned copy of rentals- MF1 08..:.3.:..:32=-----===--=--===--==-=--==-

From: 
To: 
Date: 
Subject: 

Landia, 

Harriet Dunne 
Landia Robinson 
2/ 15/ 2011 2:37 PM 
A favor - need scanned copy of rentals - MF108332 

Somehow we did not get any paper in the fi le for these rental payments: 
Registry No. 11703636, 11703635, 11703632 

Would appreciate your sending me some backup, perhaps check stubs, from Chesapeake for these 
deposits. 

Thanks, 
Harriet 

P.S. Hope you are feeling better. 



£6 File N! . M~(;t .3-') 2--
(;?-~ I L~" :t:d e/7 _ /Lt:::i;-1 

I~ 

Date Filed: tf2 -/5-// 
l3y Jerry E. Pstter&O~I:sion~ 



... . 

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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY DECEMBER 14, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $2 ,080.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED 

PURSU ANT TO TH E TERMS OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 1/01 /2011 
COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS : 

TO 1/01 /2013 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT DESC: All OF 

PAYMENT: RENTAL 

LEASE NUMBER: TX1992167-015 
RECORDED BOOK: 788 PAGE: 11 3 
FOR CREDIT OF: 

LEASE DATE: 1/01 /2008 
ENTRY NUMBER: 1281 

ACCT: 

11703632 

PROSPECT: BALMORHEA 
COUNTY / PARISH: REEVES STATE: TX 

AMOUNT 
•• • 0 17397 COMMISSIONER OF THE GENERAL LAND 

OFTHESTATEOFTEXAS • :· .. : 
.... • .... 
• • • • • •• 
• 

•• • • • .. 
• •••• • • • 

PYMT FOR VAS 4 & 5 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

PLEASE SIGN 
AND RETURN 

IMPORTANT 

NT 
The attached cheek '' lor the personls) named abOve. Please date, 
s•gn and retum tho attached rece1pts on lhe day you recetve tt. It 
du·ected to a bank. please deposit the amount to the cred•t of the 
person(s} named aboVe and date. stgn and return the recetpt on the 
day you rec•eve tt. It correspondence requtred. please make reterenco 
to lease number. By __ ~~----~~----------------~ Tnle 

$2,080.00 

Subtotal $2,0BO.OO 

BANK SERVICE 
CHARGE $.00 

Grand Total $2,0BO.OO 

Check No. 205594 



CHESAPEAKE·OPfR,ATING, INC . P.O. BOX 18496 OKLAHOMA CITY, OK 7 3 154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY DECEMBER 14, 201 0 TENDERED TO COMMISSIONER OF THE GENERAL LA ND 
THE SUM OF $ 2 ,080.00 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 1/01 /2011 TO 1/01 /2013 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT DESC: A LL OF 

PAYMENT: RENTAL 
LEASE NUMBER: TX1992167-015 
RECORDED BOOK: 788 PAGE: 11 3 
FOR CREDIT OF: 

LEASE DATE: 1/01 /2008 
ENTRY NUMBER: 1281 

A CCT: 

PROSPECT: BALMORHEA 
COUNTY/PARISH:REEVES STATE: TX 

AMOUNT 
• ••• 017397 COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS .... 
• 

•••• . . .... 
•• • ' .. . . . 
• .. . • • • •• 

• •• •• • • 

PYMT FOR YRS 4 & 5 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

COPY FOR 
YOUR RECORDS 

$2,080.00 

• ·-------------------------------------------------------------------------r---------------------
IMPORTANT Subtotal 

The auached check Is for tho persoo(s) named above. Please date. 
sign and return the attached receipts on the day you recetve tt. It 
dnec-ted to a bank, please deposrt the amount to the crecht of the 
person(sJ named above and date. sign and return the recetpt on the 
day you recieve lt. H correspondence requtred. please make reference 
to lease number. 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. Box 18496 
Oklahoma City. OK 73154 

Date Received ------------------------1 BANK SERVICE 
CHA RGE 

S ign Here -----------------------------1 
Grand Total 

8¥------------~----------------~ Totlo Check No. 

Bank of Oklahoma. N.A. 
Oklahoma City. OK 

B6·105/ 1031 

$2.080.00 

$.00 

$2.080.00 

205594 

205594 

Date 

DECEMBER 14, 2010 

Amount 

$2,080.00 

TWO THOUSAND EIGHTY AND 00 /100 Dollars * * • "* • * * •" * *" 

Pay to 
The 
Order 
of 

COMMISSIONER OF THE GENERAL LAND 
OF T HE STATE OF TEXA S 
1700 N CONGRESS, STE 600 
STEPHEN F A USTIN BUILDING 
AUSTIN TX 7870 1 

u• 0 0 0 0 2 0 5 5 9 t.u• 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

Non-Negotiable 



•••• 

CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 7 3154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY DECEMBER 14, 201 0 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $ 2 ,080.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED 

PURSUANT TO THE TERM S OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 1/01 /2 011 TO 1/01 /2013 
COVERING LESSOR' S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT DESC: ALL OF 

PAYMENT: RENTAL 

LEASE NUMBER: TX1992167-0 13 LEA SE DATE: 1/01/2008 
RECORDED BOOK: 786 PAGE: 670 ENTRY NUMBER: 001004 

11703636 

PROSPECT : BALMORHEA 
COUNTY/PARI SH: REEVES STATE: TX 

• •• •• • FOR CREDIT OF: ACCT : AMOUNT 
• 0 17397 COMMISSIONER OF THE GENERAL LAND 

•••••• • • 
• 

•••• • • •••• 
•• • • • • • • • 
• 

•• • • • • • . 
•••••• • • 

OF THE STATE OF TEXAS 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

PYMT FOR YRS 4 & 5 t:2,080.00 

,ra AUSTIN TX 78701 

PLEASE SIGN 
AND RETURN 

IMPORTANT Subtotal 

The attached check •s tor the pcrsonls, named above. Please date. 
Stgn and return the anached rece1pts on the day you rece•vc •t. If 
dorec1ed to a bank, please deposit the amount to the cred•t of the 
personts) named above and date. s•gn and return the rece•pt on the 
day you rec•eve 1t. If corresPOndence reauucd. please make reference 
to lease number. 

DEC 2 0 2010 Date Received __ ___;:....;;_ _______ --1 BANK SERVICE 

Sign Here _ __.R'...utE-......Nc..:."T.'"""'AL=-.:P--'-A_;,.Y.:...M_ E_N_T_--l CHARGE 

ll. Grand Total 
B y \)~ 

' Check No. 

$2,080.00 

$.00 

$2,080.00 

205590 



•••• 

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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY DECEMBER 14, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
TH E SUM OF $2,080.00 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 1/01 / 2011 TO 1/01 /2013 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT DESC: ALL OF 

PAYMENT: RENTAL 
LEASE NUMBER: TX1992167-013 
RECORDED BOOK: 786 PAGE: 670 
FOR CREDIT OF: 

LEASE DATE: 1/01 /2008 
ENTRY NUMBER: 001004 

ACCT: 

PROSPECT: BALMORHEA 
COUNTY /PARISH: REEVES STATE: TX 

A MOUNT 

...... 0 17397 COMMISSIONER OF THE GENERAL LAND 

OFTHESTATEOFTEXAS 

• 
•••• ' . . . ,. . 
•• • 

I • 9 

• • • 
• 

•• • • • • • •• 
• •••••• .. . 

PYMT FOR YRS 4 & 5 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

COPY FOR 
YOUR RECORDS 

IMPORTANT Subtotal 

The attached check IS tor the person(sl named above. Please date, 
s1gn and return tho auached receipts on the day you receiVe h. If 
d~rected to a bank, please depos1t the amount to the cred1t ot the 
personls) named above and date. sign nnd return the receipt on the 
doy you recleve it. If correspondence reqUired. please make reference 
to lease number. 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. Box 18496 
Oklahoma City, OK 73154 

Date Received ___________ --l BANK SERVICE 

CHARGE 
Sign Here --------------; 

Grand Total 

BY---------~~----------------~ T1tle Chec k No. 

Bank o f Oklahoma, N.A. 
Oklahoma City, OK 

B6· 105/ 1031 

$2,080.00 

$2,080.00 

$.00 

$2.0BO.OO 

205590 

205590 

Date 

DECEMBER 14, 20 10 

Amount 

$2,080.00 

TWO THOUSAND EIGHTY AND 00 /1 00 Dollars * * * • • * * * • • * * * 

Pay to 
The 
Order 
o t 

COMMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 
1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING 
AUSTIN TX 78701 

u•oooo 20 55 9011' 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

Non-Negotiable 



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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE T HIS DAY DECEMBER 14, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $2,080.00 DOLLARS FOR THE CREDIT OF PARTY OR PARTIES NAMED BELOW IN AMOUNT STATED 

PURSUANT TO THE TERM S OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 1/01 /2011 TO 1/0 1/ 2013 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED AS: 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT DESC: ALL OF 

PAYMENT: RENTAL 
LEASE NUMBER: TX1992167·014 
RECORDED BOOK: 788 PAGE: 122 

LEASE DATE: 1/01 /2008 
ENTRY NUMBER: 1282 

11703635 

PROSPECT: BALMORHEA 
COUNTY/PARISH:REEVES STATE: TX 

• •.• • • FOR CREDIT OF : ACCT: AMOUNT 
•••• 

• •• ••• • • 
• 

•••• 
I • 

••• • 
•• • 

I e e 
• • • 
• 

•• • • • • •• 
• •••••• • • 

017397 COMMISSIONER OF THE GENERAL LAND 

OFTHESTATEOFTEXAS 

1700 N CONGRESS. STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

PYMT FOR YRS 4 & 5 

PLEASE SIGN 
AND RETURN 

IM PORTA NT Subt otal 

The attached choc~ IS lor the personlsl named above. Please date. 
s.gn and retum the attached rete•pts on the day you recetve 1t. II 
directed to a bank. please depos1t the amount to the croo11 ol the 
person(s) named above end date. S'{Jn and rewm the rece1pt on the 
day you rec""'" lt. II tO/respondence reQwed. please make reference 
to lease number 

Date Received_-l.lkJio.-...._...,_~L.I.Iol'------1 BANK SERVICE 

Sign Here __ A!..!.!::E:.!.N.:..:T~AL.=...:....P:....;A:..:..Y..:...:M..:...:E:::...:N....;.T __ -1 CHARGE 

Grand To tal 

By_1A~--~~----------I T11le Check No. 

$2,080 .00 

$2.0BO.OO 

$.00 

$2,080.00 

205592 



..... 
I • 

•••• 
• •••••• • • 

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

•• • • • • • •• 

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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY DECEMBER 14, 2010 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
THE SUM OF $2,080.00 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 1/01 /2011 

COVERING LESSOR' S INTEREST IN LAND DESCRIBED AS: 

TO 1/01 /2013 

TOWNSHIP: RANGE: SECTION: 46 BLOCK: 57/ SURVEY: PUBLIC SCHOOL LAND ABSTRACT: 2472 COUNTY: REEVES SHORT DESC: ALL OF 

PAYMENT: RENTAL 
LEASE NUMBER: TX1992167-014 
RECORDED BOOK: 788 PAGE: 122 
FOR CREDIT OF: 

017397 

LEASE DATE: 1/01 /2008 
ENTRY NUMBER: 1282 

ACCT: 

PROSPECT: BALMORHEA 
COUNTY!PARISH:REEVES 

COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS PYMT FOR YRS 4 & 5 
1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

STATE: TX 
AMOUNT 

$2,080.00 

• •••••• • • 

COPY FOR 
YOUR RECORDS 

IMPORTANT Subtotal 

The attached check IS tor the personls) named abovo. Please date, 
s•gn and rocurn the attached rece1pts on the day you recetvo tt. If 
d"ected to a bank, please deposit the amount to tho credrt of the 
person(s) named above and date, s•gn and return the rece•pt on the 
day you recleve it. It correspondence reQu•red. please make reference 
to lease number. 

CHESAPEAKE OPERATING, INC. 
DELAY RENTAL ACCOUNT 

P.O. Box 18496 
Oklahoma City. OK 73154 

Date Received-------------1 BANK SERVICE 
CHARGE 

Sign Here ---------------l 
Grand Total 

BY------~--------~ Tnlo Check No. 

Bank o f Oklahoma, N.A. 
Oklahoma City, OK 

86-105/ 1031 

$2,080.00 

$.00 

$2,080.00 

205592 

205592 

Date 

DECEMBER 14, 2010 

Amount 

$2,080.00 

TWO THOUSAND EIGHTY AND 00 / 100 Dollars • * * * • * * * * • * * * 

Pay tO 
The 
Order 
of 

COMMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 
1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING 
AUSTIN TX 78701 

u• 0 0 0 0 2 0 S S 9 211' 

VOID AFTER 120 DAYS 
NO THIRD PARTY ENDORSEMENTS 

Non-Negotiable 



File No. fYI [I 0 r 33 ;).._ 

Date Filed: _______ _ 
Jerry E. Patterson, Com.rmssioner 

~ 

•••••• 
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• •••••• • • 
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VOL. 7 7 6 PAGE 

FILE# 4491 

General Land Office 
Rellnqulehmont Act Ltou Fonn 
Revlaed, Saptambfr 1997 

~usttn, ~exas 

.:;>c.; ,p_ uq 2--e.- :, eef.i «-
OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 1st day of October, 2007. between the State of Texas, acting by and through its agent JACK E BLAKE 
and CAROLJO BLAKE (W!FEI of 400 N MAIN MIDLAND TEXAS 79701, said agent herein referred to as the owner of the soil (whether one or more) • 
and PINNACLE L.AND SERVICES (NC. p.O. BOX 99t PkEASANTQN. IEXAS 78064 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 !his lease, !he State of Texas acting by and through !he owner of !he soli, hereby grants, leases and lets unto Lessee, for 
the sole and ooly purpose of prospecting and drilling for and producing oil and gas, laying pipe lines. building tanks. storing oil and building power 
stations, lelephooe lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
sftuated in ~County, State ofTexas. to-wit 

Section 46, Abstract 2472, Block 57, Public School Lands Survey. 

containing 640.00 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: JWENTY THREE THOUSAND SEVEN HUNDRED JWENTY-FIYE DOLLARS AND 00/100 

($23, 725.00) 

To the C1Mlei'S of the soil: JWENIY JljREE JljOUSAND SEVEN HUNDRED JWENTY -FIVE DOLLARS AND ()()1100 

(S23.m.oo) 
Total bOIIus consideratiOII of FORTY SEVEN JljOUSAND FOUR HUNDRED FIFTY DOLLARS AND 00/100 

($47,450.00) 

The total bonus consideratioo paid represents a bonus l!OfL;Jljl.!l!:R!.!E;sEL.JHJ.!V.!!N:!!D.!!Rl!Ez.~DLlWE.l.ll.s.NT!:!!.:-:.1fJ.:IV~E._ ________ _____ _ ___ _ 

Dollars ($325.00) per acre, on ~ net acres. 

2. TERM. Subject to !he other provisions in this lease, this lease shall be for a term of FIVE ears from 
this date (herein called "primary term") and as long !hereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used 
In this lease, !he term "produced In paying quantities" means that !he receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operaJional expenses for the six mooths last past 

rue nd Correct 
copy of 

I 
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r-or- ------- ··-- - ·-- -

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

unless on or before aucl1 anniversary date Lessee shall pay or tender to the O'Mlef of the soil or to his credrt In the----------­

Bank, at PAY DIRECTLY TO JHE QWNER OF JHE SOIL 
or Its suoceasore (which ahaA continue as the deposltory regardless of changes In the ClW!IImhip of sald land), the amolKit spedfied below; in additlon 
Lessee shill pay or tender to the COMMISSlONER OF THE GENERAL LAND OFACE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a 1i1<e sum on 
or before said date. Payments under this paragraph ahal operate as a rental and shaH CXM!I' 1he privilege of deferring the oommenoement of a wei for 
one ( 1) year from said date. Payments under this pat89f1IPil shaD be In the following amounts: 

To the O'Nilef of the soil __ S..,EE...,..AOQ"""',..E"'N,_.OU"""'M:uf4c..L1 ___________________ _..:__ 

OOHars ($ ----.J 
To the Slate of Texas: 

Dollars($------' 

Total Delay Rental:----------------------------
DoUars ($ ____ _J 

In a fike manner and upon like payments or tenders allllUally, the c:ommenoement of a weD may be Mther deferred for euooesslve periods of one ( 1) 
year each during the prtmary tenn. /VI payments or tenders of rental to the owner of the son may be made by check or light draft of Lessee, or any 
assignee of this lease, end may be delivered on or before the rente! paying date. If the bank dealgnated in this paregraph (or lis successor bank) should 
cease to exist. suspend business, liquidate, fal or be suoceeded by another bank, or lor any reason fal or refuse to IICXlepl rental, Lessee shall not be 
held In default lor failure to make such payments or tenders of renlal unb1 thirty (30) days after the owner of the sol shaft denver to Lessee a proper 
reoonlable lnstMnent namlng another bank as agent to receive auch payments or tenders . 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Le!~See agrees to pay or cause to be paid on&-half ( 112) of the royalty 
provided lor In this lesae to the Commissioner of the General Land Oftlc:e of the State of Texas, at Austin, Texas, and on&-half (112) of auch royalty to the 
owner of the soil: 

(A) OIL Royalty payable on oft, which Is deftned as lndud'lfiQ an hydrocarbons produced In a Dquld form at the mouth of the wen and also as 
all oondensate, dtstillale, and other Dquld hydrocarbons rec:overed from oil or gas Mthrough a separator or other equipment, as herelnafler provided, 
shaD be 1/4 part or the gross production or the m8111et value thereof, at the option of the owner of the sol or the Commissioner of the General 
Land Ol!ice, such value to be detennlned by 1) the highest posted price. plus premkm, if any, offered or pald for ol, condeosate, dlsmate, or other lquld 
hydrocarbons, respedlvely. of alike type and gravity In the general area where produced and when run, or 2) the highest maf1<et price thereof offered or 
paid in the genentl 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 plan~ H will be run free of oost to the royalty O'NI'lers tlvough en adequate oil 
and gas separator of conventional type, or other equipment at least as eftlcienl, ao lhat all liquid hydrocerbons reooverable from the gas by such means 
wiD be reoovered. The requirement that such gas be run through a separator or olher equipment may be waived, In writing, by the royalty owners upon 
such tenns end oondntons as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (Including flared gas), which is defined as an hydrocart>ons and gaseous substances not 
defined as olllo subparagraph (A) above, produoed from anyMI on said land (except as provided herein with respect to gas processed in a plant for 
the extradlon of gasoline, liquid hydrocarbonS or other prodUds) ahaU be__..lli __ part of the groaa produdlon or the market value thereof, at the 
option of the owner of the aoll or the Commlasloner of the General Land Oftlc:e, such value to be based on the highest matket price pald or offered for 
gat of compatable quality In the general area where produced and when run. or the groea price paid or offered to the producer, whichever is the greater, 
provided that the maximum pressure baae In measU!Ing the gas under this leaae shaJ not at any trne exceed 14.65 pounds per square lnc:li absolute, 
and the standard base temperatura shall be sixty (60) degrees Fahrenheit. c:omtdlon to be made for pressure aooordlng to Boyte's Law, and for apedllc 
gravity acoordlng to tests made by the Balance Method or by the most approved method of testing being used by the Industry at the hme of testing 

(C) PROCESSED GAS. Royalty on any gas processed In a gaaoline plant or other plant lor the recovery of gasoline or other liquid 
hydrocarbons ahall be 114 part of the residue gas and the liquid hydrocarbons extraded or the market value thereof. at the option of the owner 
of the soil or the Commissioner of the General Land Oflica. All royaKies due herein shell be based on one hundred percent (100%) of the total plant 
production of residue gas aMbutable lo gas produced from this lease. and on filly percent (50%), or that percent accrulng to Lessee. whichever Is the 
greater, or the tolal plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquld hydrocarbons are 
recovered from gas processed in a plant In which lessee (or Its parent, sWeldiary or ellltiate) owns an Interest, then the peroenf"91' applicable to loquld 
hydrocarbons shan be fifty percent {~) or the highest percent accruing to a third party prooesslng gas through such plant under a processing 
agreement negotiated at ann's length (or if lhera is no such third party, the highest percent then being spedfied In processing agreements or oontracts In 
the Industry~ whlcheller Is the greater. The respedive royalties on residue gaa and on liquid hydrocalbons shaft be detetmlned by 1) the highest market 
price pald or offered lor any gas (or liquid hydroc:arbona) of comparable quaily In the general area, or 2) the gross price paid or offered lor such residue 
gas (or the weighted averege gross aeJing price for the respective Q1edes of liquid hydrocarbons), whichever Is the greater. In no event. however. shaD 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(0) OTHER PRODUCTS. Royalty on carbon bled<. sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry,• or any other gas, by lradlonating, burning or any other processing shan be___18 __ part or 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner or the General Land Office, 
such marl<et value to be detennlned as follows· 1) on the basis of the highest market price of each produd for the aame month In which such produd is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such producls are produced; whichever Is the 
greater. 

5. MINIMUM ROYALTY. During any year altar the expiration of the primary tenn of this lease. If this lease Is maintained by production. the 
royalties pald under this lease In no event ahan be lesa then an amount equal to the total annual delay rental herein provided; othelwlse. there shalt be 
due and payable on or before the last day of the month aucoeedlng the aMiversafy date of this lease a sum equal to the total annual rental less the 
amount of royallles paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of thla 
paragraph. the delay rental amount ahaQ be one dollar ($1.00) per aae. 
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6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to time, the owner of the soli or the 
Commissioner of the General land 0111c:e may, at the option of either, upon not less than sixty (60) days notioe to the holder of the lease, require that the 
payment of any royalties aa:ruing to such royalty owner under this lease be made In kind. The owner of the soirs or the Corrvnissloner of the General 
Land Office's right to take its royalty In kind shan not diminish or negate the owner of the soirs or the Commissioner of the General Land Office's rights 
or Lessee's obligations, whether express or implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that ell royalties acx:rulng under this lease (including those paid In kind) shall be without deduction for 
the oost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting. and otherwise making the oil, gas and 
other products hereunder ready for sele or use. Lessee agrees to compute and pay royal!les on the gross value received, lnduding any reimbursements 
for severance taxes and production related oosts. 

6. 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 prooessing plant Notwithstanding any other provision of this lease, and subject to the written oonsent or 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recyde gas for gas lift purposes on the leased premises or for 
injeclion into any oil or gas producing formation undet1ying the leased premises after the liquid hydrocarbons oontained 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 entiUes the royalty owners to a 
royalty under this lease. 

g, 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 foGowlng mamer: 

81 

Payment of royalty on production of oil end 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 Gene!al Lend 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 Lend Office on or before the 15th day of the seoond month succeeding the month or production, 
accompanied by the affidavit of the owner, manager or other authorized agent completed in the form and manner presaibed by the General land Office 
and showing the gross amount and d'ISpOSition of all oil and gas produced and the mar1<.et value of the 011 and gas, together With a copy of aU documents, 
records or reports oonfirming the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas lines or gea storage, and any other reports or records 
which the General Land 0t11c:e may require to verify the gross production, cfiSpoSition and market value. In aU cases the authority or a manager or agent 
to ad for the Lessee herein must be filed In the General Land Office. Each roy any payment shal be acxompanied by a Check sllJb, sc:hedute, summary 
or other remittance advice showing by the assigned General Lend 0t11c:e lease number the amount of royahy being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which Is over thirty (30) days late shall acx:rue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall acx:rue Interest at a rate of 12% per year, such Interest wiU begin to acx:rue when the royalty is sixty (60) days overdue . 
Affidavits and supporting documents which are not filed when due shall incur a penalty In an amount set by the General Land Office administrative rule 
which is effective on the date when the atrldavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as presaibed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forleiture as provided by law nor act to postpone the date on which royalties were originally due. The abOVe penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shan annually furnish the Commissioner of the General Land Office 
with its best possble estimate of oil and gas reserves undertying this lease or aUocable to this lease and shaD furnish said Convnissioner with copies of 
all oontracts under which gas is sold or prooessed and all subsequent agreements and amendments to such oontracts within thirty (30) days after 
entet1ng Into or making such oontrac:ts, 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 otherwise authOrized by Lessee. All other oontracts and reoords pertaining to the production, 
transponation, sale and marketing of the oil and gas produced on said premises, lnduding the books and accounts, receipts and discharges of aJ wells, 
tanks, poots, meters, and pipelines shall at all times be subject to lnspect]on and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor. or the representative or any of them. 

(B) PERMITS, DRILLING RECORDS. Written notioe of aU operations on this lease shall be submltted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, RHffitry, temporary abandonment or plug and abandonment of any well or 
welts. Such written notioe to the General Land Office a hall indude copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reportS shall be supplied to the General Lend Office at the time they are filed with the Texas Railroad Commission. All 
applications, pennits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shalllndude the word "State"ln the tiUe. Add1tlonally, in accordanoa with RaUroad Commission 
rules, any signage on the leased premises for the purpose of Identifying wells, tank batteries or other associated improvements to the land must also 
lndude the word "State." Lessee shall supply the General Lend Office with any records, memoranda, accounts, reports, cuttings and oores, or other 
information relative to the operation of the abOV&<lesaibed premises, which may be requested by the General Lend 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 oopy of the log of each survey on each well to the 
General land Office within fifteen (15) days after the making or said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Lend Office when 
due. The penalty for late filing shall be set by the Genera I Land Office administrative rule which is effective on the date when the matet1als were due in 
the General land Office. 

11. DRY HOLEJCESSATION OF PRODUCnON DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should driU a dry hole or holes thereon, or if during the pnmary term hereof and after the d'ISCOvery and 
actual production of oil or gas from the leased premises such production thereof sllould cease from any cause, this lease shaH not terminate if on or 
before the expiration of sixty (60) days from date of oompletion of said dry hole or cessation of production Lessee commences additional drifting or 
reworklng operations thereon, or pays or tenders the next aMuai delay rental In the same manner as provided in this tease. It, during the last year of the 
primary term or within sixty (60) days prior thereto. a dry hole be completed and abandoned, or the production of oi or gas should cease for any cause, 
Lessee's rights shaD remain in tun force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drining or reworking 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof. Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-In o~ or gas wen and upon the failure to make such payment, this lease shall ipso fado terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas vvell 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 Otl nor gas is being 
produced on said land, but Lessee Is then engaged in drilling or reworidng operations thereon, this lease shan remain in force so long as operations on 
said wen or for drilling or reworiting of any additional wells are prosecuted in good faith and in woritmanlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the produdion 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 royaltles or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILLING. AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworiting 
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 
fa~h and in woritmanlike manner without Interruptions totaling more than sixty (60) days. If such drilling or reworiting operations result in the produdion 
of oil or gas, the lease shall remain in full force and effed for so long as oil or gas is produced from the leased premises In paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drining or reworiting 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworitlng 
operations within sixty (60) days alter the completion of the vvell as a dry hole, and this lease shan remain tn effect so long as Lessee continues drilling or 
reworiting operations in good fa~h and in a woritmanlike manner without interruptions totaling more than sixty (60) days. Lessee shan give written notice 
to the General Land Offioe within thirty (30) days of any cessation of production . 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "weir' means any well that has been assigned a vvell number by the state agency 
having jurisd'ldlon over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that. until being shut In, was being 
maintained in force and effect, a vven 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 su~able production fadlitles or lack of a sukable maritet, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in lhe lease, but not less than $1,200 a year for each vvell capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not spedty 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 ln~lal shut-In oil orgas roya~ 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 reworitlng operation in accordance 
with the lease provisions; whichever date is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (112) to the owner of the so~. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a produdng lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and, after tha~ if no sunable produdlon fadlities or suitable maritet for the oil or gas exists, Lessee may extend the lease for four 
more suoc:esslve periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-ln oil or gas royalty. oil or gas is I 
sold and delivered In paying quantities from a weft located within one thousand (1,000) feet of the leased premises and completed in the same Pfl)dudng 
reservoir, or in any case in which drainage is OCOJrring, the right to continue to maintain the lease by paying the shut-ln oil or gas roya~ 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 
suoc:esslve years by Lessee paying compensatory roya~ at the roya~ rate provided In the lease of the maritet value of production from the well causing J 
the drainage or which is completed in the same produdng reservoir and within one thousand ( 1,000) feet of the leased premises. The compensatory 
roya~ is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the vveii 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 roya~ paid in any 12-month period 
Is an amount less than the annual shut-ln oil or gas roya~. lessee shan pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royaHy payments which are not timely paid will accrue penalty and interest In accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset vvells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commisslone(s written approval, the payment 
of compensatory royalties can satisfy the obligation to dnlt offset wens. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a vvell 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 addkional vvell or 
vvells as may be reasonably necessary for the proper development of the leased premises and in mariteting the produdion 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 n shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of produdng in paying quantities and 320 acres 
surrounding each gas wen capable of produdng in paying quantities (lnduding a shut-in oil or gas vvell as provided in Paragraph 14 hereof}, or a vvell 
upon which Lessee Is then engaged in continuous drilling or reworlting operations, or (2) the number of acres lnduded In a producing pooled unH 
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 unH for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency. or other governmental authority having jurisdiction. If at any time after the effedive 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 vvell or vvells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said vvell or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shan nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes desctibed In Paragraph 1 hereof. together with easements and rights-of-way for 
existing roads, existing pipelines and other existing fadlities on, over and across all the lands described In Paragraph 1 hereof ("the retained lands'), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 

(B) HORIZONTAL In the event this lease is In force and effect two (2) years after the expiration date of the primary or extended term n shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depthsj in each vven located on acreage retained in 
Paragraph 16 (A) above. unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
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bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FlUNG. The surface acreage retained hereunder as to each well shaU, as nearly as practical, be in the fonn of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Wrthin 
thirly (30) days after partial termination of this lease as provided herein, Lessee shall execute and recocd a release or releases containing a satisfactory 
legal desaiption of the acreage and/or depths not retained hereunder. The recoroed release, or a certified copy of same, shall be filed In the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release Is filed. If Lessee falls or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, ~oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or weDs completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the staMory offset obligation may subject this lease and the owner of the soirs 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 . 

1& FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting dri16ng and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
In the absence of such drilling or reworking operations or production of oil or gas . 

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

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

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shan be reduced aocording to the number of aaes pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee shan use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal weUands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent aplllege, 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 

~~ 0 
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completion 04" abandonment of any wen 04" weas, Lessee shall fin and level an slush pits and cenars and completely dean up the dnlnng s~e of an rubbish 
thereon. Lessee shall, while conducting operations on the teased premises, keep said premises free of all rubbtsh, cans, bottles. paper cups 04" garbage. 
and upon completion of operations shall restore the surface of the land to as near ~s original condition and contours as Is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to lmftations In this paragraph, Lessee shan 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 04" the 
termination of this lease unless the awner of the soil grants Lessee an extension of this 120-dey period. However, Lessee may not remove casing from 
any wen capable of producing oil and gas In paying quantities. AddHionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the 17N!1er of the soil. The 17N11er of the sotl shall become the owner of any machinery, 
fixtures, 04" casing which are nol tinely removed by Lessee under the terms of this paragraph. 

TT. (A) ASSIGNMENTS. Under the condttions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of ehher 
party to this lease may be assigned. In whole 04" 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 04" division In 17N!1ership of the land. rentals. 04" royahles will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee. impair the effectiveness of any payment made by Lessee 04" impair the effectiveness of any 
act performed by Lessee. And no change 04" division in ownership of the land, rentals, 04" royalties shaD bind Lessee for any purpose unlit thirty (30) days 
after the I7N!1er of the son (04" his heirs, devisees. legal representatives 04" assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, Including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shan be apportioned 
as between the several owners ratably, aocording 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 ra1a rentals are timely paid or tendered; however, if the assign04" or assignee does not file a certified 
copy of such assignment In the General l.Bnd Office before the next rental paying date. the entire lease shaD tenninate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to an rights and be subject to all obligations, Habll~ies, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, Including any liabilities to the State f04" unpaid royalties . 

(B) ASSIGNMENT UMITATION. Notwithstanding any provision In Paragraph 27(a), if the I7N!1er of the soil acquires this lease in <M1o1e 04" in 
part by assignrnent without the prior written approval of the Commissioner of the General LBnd 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 wiD be treated as if ft were made to the owner of the soil if the 
assignee is: 

(1) a nominee of the owner of the soil; 
(2) a oorporation 04" subsidiary In which the owner of the sotl is a principal stockholder or Is an employee of such a corporation 04" subsidiary: 
(3) a partnership In which the owner of the soil is a partner 04" is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soU: 
(5) a partner or employee In a partnership which Is the I7N!1er of the soil; 
(6) a fiduciary for the owner of the soo1; Including but not romited to 11 guardian, trustee. execut04", administrator, receiver. 04" conservator for the 
I7N!1er of the sool; 04" 
(7) a family member of the owner of the soil 04" related to the 17N!1er of the son by marriage. blood. or adoption. 

28. RELEASES. Under the condttlons 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 04" releases covering any pQ(tion or portions of the leased premises, and thereby surrender this lease as 
to such pQ(tion or portions, and be relieved of an subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the 
detay 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 wiG not relieve Lessee of any liabilities which may have aocrued under this lease prior to the 
surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If an 04" 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 instrumen~ 04" a copy of the recorded instrument certified by the County Cieri\ of the 
county In which the instrument is recorded, must be filed In the General l.Bnd Office within 90 days of the last exectJ!Ion date aooompanied by the 
prescribed filing fee. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General l.Bnd Oflloe. 

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 j 
agreements oonoemlng the development of oil and gas from the leased premises which are nol contained in this lease render this lease invaHd. 

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

32. FORFEITURE. If Lessee shan fao1 or refuse to make the payment of any sum Within thirty days after it becomes due, 04" if Lessee or an 
authorized agent should knowingly make any false retum 04" false report concerning production 04" drilling. 04" if Lessee shall fall or refuse to drill any 
offset well 04" '1./!!Ds in good faith as required by law and the rules and regulations edopted by the Commissioner of the General Land Office. or if Lessee 
should fail to file reports In the manner required by law or fail to comply with rules and regulations promulgated by the General Land Offioe, the School 
Land Board, or the Railroad Commission. 04" If Lessee should refuse the proper authority aocess to the records pertaining to operations. or If Lessee 04" 
an authorized agent should knowingly laM 04" refuse to give correct information to the proper authority, 04" knowingly faU 04" refuse to furnish the General 
Land Office a correct log of any wen. 04" if Lessee shal knowingly violale any of the material provisions of this lease, 04" if this lease Is assigned and the 
assignment is not filed in the General Land Office as required by law. the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he shall forfe~ same when sufficienUy informed of the facts which authorize a forfetture, and when forfeijed 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 nm~atlon arising hereunder. Forfe~ures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another Intervene upon satisfadory evidence to the Commissioner of the Generel 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. 
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33. UEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first flen upon all oil and gas produced from the 
area covered by this lease to secore payment of all unpaid royalty and other SIXTIS of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, In addition to the ien provided by Texas Natural Resources Code 52.136 and any other applicable staMory lien, an 
express contractual lien on and security interest in an leased minerals In and extracted from the leased premises, an proceeds which may aocrue to 
lessee from the sale of such teased 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 aU royalties or other 
amounts due or to become due under this tease and to secure payment of any damages or toss that lessor may sutler by reason of lessee's breactt of 
any covenant or condition of this lease, whether express or imptled. This ien and seconty interest may be loredosed with or without court proceedings in 
the manner provided in the Tille 1, Chap. g of the Texas Business and Commerce Code. lessee agrees that the Commissioner may require lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-Oescribed property or from lessee's acquisition of this lease. 
Should the Commissioner at any tine determine that this representation Is not true, then the Commissioner may declare this lease forfeited as provided 
herein 

34. POOUNG. lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral Interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151·52.154. The owner of the soil agrees that the inclusion of this provision In this lease sabsfies the 
exeoJtion requirements stated in Texas Natural Resources Code 52.152 

35. INDEMNITY. lessee hereby releases and discharges the State ofTexas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, Including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the actlvitles 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 
AQreernen~ or by any other negligent or str1ctly flable 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, !heir officers, employees and agents, their successors or assigns, against any 
and all claims, ~ab~ities. losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
Is sought, under any theory including tort, contract, or strict liability, Including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's 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 oocasloned by Lessee's breach of any of the terms or proVISions of this AQreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective sucoessors and assigns. Each assignee of this AQreernent. or an Interest therein, agrees to be Hable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with 
the activiUes of lessee, ~s officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, All OF 
THE INDEMNITY OBUGATIONS ANDIOR UABilffiES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMJTS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGUGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGUGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGUGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, Including soU, turfaca waters, groundwatar, tedlrnents, and surface or subsurface strata. ambient air or any 
Olher envlrotmenlal medium In, on, or under, the leased premises, by any wasta, poll Ulan~ or contaminant. lessee shall not bring or permit to remain on 
the leaud premises any abestos containing matar1als, explosives, toxk: materials, or substances regulated as hazardous wastas, hazardous materials, 
hazardOUs substances (as the term "Hazardous Substance" Is defined In tho Comprehensive Environmental Response, Compensation and liability Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matarlals'), except 
ordinary produds commonly used In connection with oil and gas exploradon and development operations and stofed in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARt~ lNG 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 CURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRAnON OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is Issued under the provisions of Texas Natural Resouroas Code 52.171 through 52.190, commonly 
known as the Relinquishment !>C.. and other applicable statules and amendments thereto, and if any provision In this lease does not conform to these 
statutes, the statutes win prevail over any nonconforming lease provisions. 

38. EXECUTION. This oi 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 fillng requirements found in Paragraph 39 of this lease have been satisfied. the effective dale 
of this lease shall be the dale 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 Cieri< in any county In which all or any part of the leased premises Is located, and certified copies thereof must be filed in the General land 
Office. This lease Is not effective until 1 c:.rtified copy of !hit lea" (which It made and c:.rtified by the County Cieri\ from hla reoorda) Ia filed In the 

True and Correct 
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General Land Office In accordance with Texas Natural Resources Code 52.163. Additionally, this lease shan not be bOnding upon the State unless n 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such oertifted copy to the General Land Oll'ioe. 

ADDENDUM PROVISIONS - #40 thru #41 

40. CONTINUOUS DEVELOPMENT. After the expiration of the prmary term, and notwithstanding paragraphs 16 (A) and 16 (B) above and 
any other provision In this lease to the c:ontnlry, no portion of this lease wiD terminate W Lessee continues to driD a 'Mill (or 'Mills) anywhere on the leased 
premises with no more than 180 days between the release of the drilling rig on one wen and the commencement of actual drilling operations on a 
subsequent wen (hereinafter referred to as •continuous drllnngj. Upon the cessation of continuous drflling this lease shan terminate In aocordance with 
the other relevant pnovislons herein. If, hO'M!ver, Lessee has ftled with the Texas Raftroad Commission, no later than 60 days prior to the expiration of 
the said 180-day period, all requls~e applications to driB the next well in the continuous dnling program, and Lessee is unable to pnoceed with drlling 
pending aulhoriutlon by the Texas RaBroad Conmlsslon, !'- lessee shal be alowed such aclcfotlonal time as may be reasonably necessary to obtain 
the authorization and thereafter SlliJ(I the subsequent wei . 

41. DELAY RENTALS. A& stipulated In Paragraph J3 of this lease, the rentals for this lease have been PAID-UP for the second (2"') and 
third (3") years of the prmary term hereof. Lessee or Its assigns shall have the right to keep this lease In forte and effect for the fourth (4") and fifth (5") years of 
the primary term provided for herein by tendering a payment of three hundred twenty frve dollars ($325.00) per net acre prior to October 2, 2010, as to any 
acreage covered hereby and not otherwise being maintained by any other provision herein at such li'ne . 

IN W ITNESS WHEREOF, this instrument is executed on the date first above written . 

LESSEE 

PINNACLE LAND SERVICES, INC • 

II\ 
-----

Title: PRESIDENT 

o.,., ID- 04· ~Den 

LESSOR 

STATE OF TEXAS 

lndlvtdually and as agen1 for lhe State of Texas 

eate: I 0- 1- Joe 1 

&~avA£~ 
CAROLJO #e 

lndivtduatly and as agent for the State ofTexas 

Date: r a - r-;too7 

111.1e and Correct 
copy a 

Qrlg.n I fi d In 
R v nty 

Clerks Offtce 
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STATE OF TEXAS 

COUNlY OF ATASCOSA ) 

BEFORE ME, the undel'ligned authority, on thll day personally appeared CINDY G. MERCER, known to me to be the person whose name is 
subscribed to tho forogolnglnatrument.s es President of Pinnacle Land Services, Inc. and acknowledged to me that she executed the same for 
lhe purposes and consideration therein expressed, In tho capacity staled, and as the act and deed of said corporation. 

Given under my hand and seal of otnco thls lhe lf ~ day of October, 2007. 

NOtaii ~iiCllllind for 
The Stale of TEXAS t,®'"· \: : l 

;) ...... i 

MEliSSA C. BOWEN 
MY COM.IIISSION EXPIIIU 

Dlclmbel19, 2007 

STATE OF TEXAS 

COUNlY OF MIDLAND 

BEFORE ME, the undersigned authonty, on thiS day personaly appeared JACK E. BLAKE, known co me co be the person whose name IS 
subscribed co the foregoing Instrument, and acknowledged to me that he executed the same for 1111 purposes and considerallon therein 
expressed and in the capadtles alated . 

Given under my hand and seal of offiCe Chis the 1St- day of October, 2007 

~R--~ 
Nol~n and for 
The Stale of TEXAS 

JAN R. DAVIS 
WY COMMISSION Elll'IRES 
~16, 2001 

STATE OF TEXAS 

COUNlY OF MIDLAND 

'-- -

BEFORE ME, the undersigned aUihonly, on lhll day personally appeared CAROL JO BLAKE, known co me to be the person whose name os 
subscribed to the forogoang lnscrumenc, and adulow1edged co me that she exeCU1ed the same for the purpoaes and cons.derabon therein 
expressed and In the capacltJeaatated. 

Given under my hand and seal of olflce chis the~ day of October, 2007 

~t.~ 
a;ypui)iiC In and for 

Tho State of TEXAS 

JAN A. DAVIS 
MY COMMISSION EXPIRES 
~16, 2001 

---- _..-

M1 ~ talt W1110! flt3\'lllln M SIIU, IIIWIIl. 
011 US( .. THE DESCIIIIIED 1M. PIIOP£lniiEtAIJS£ ~twill 
Oil AGIS IMWt.UO Nfi.J UllfMfOilCE.AIU UllllfJI fUIWol 
lM 4491 FILE# _ ___ _ 

F'ILED FOR llECORD Oll TilE 30TH DAY OF OCTOBER ·---=-----
DAY OF NOVEMBER 

DEPUTY 

A.D. 2007 11:33 A. M. 

A. D. 2007 10:00 A. M. 

DIAMHE 0. FLOilEZ. comrTY CI.EU 
R gEVES COUIITY • TEXAS 

1 
I 
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OIL AND GAS LEASE 

nilS AGREEMENT Is made and entered Into this 1st day of October. 2007. between the State of Texas. acting by and through its agent Bl.AKE OIL & 
GAS CQRpQRAJJON of 400 N. MAIN MIDlAND TEXAS 79701. said agent herein refelred to as the rNmer of the soil (whether one oc ITIOie), and 
PINNACLE LAND SERVICES INC P 0 . BOX 921 P1.EASANTQN TEXAS 78064 hereinafter called Lessee . 

1. GRANTlNG 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 adlng by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospeding and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oH and building power 
station$. telephone Rnes and other structures thereon, to produce, save. take care of. treat and transport said products of the lease, the following lands 
situated in ~County, State of Texas, to-wit 

Section 46, Abstract 2472, Bkx:l< 57, Public School Lands Survey. 

containing 640.00 aaes, ITIOie oc less. The bonus consideration paid for this lease is as folows: 

To the State ofTexas· TEN THOUSAND FOUR HVNPRED POLWS ANP 00/100 

($10,400.00) 

To the o.vners of the sot TEN THQUSANQ FOUR HVNPRED OO!..LARS AND 00'100 

($10,400.00) 

Total bonus consideration ofJWENJYTI1QUSANP EIGHT HUNDRED DOLLARS AND 00'100 

($20,800.00) 

The total bonus consldetatlon paid represents a bonus lllofulH.LJLJR.-EaE.llHilo!UuNlo£DR~EiilD.t..lWEJ.!.X.!iONTw;:-,~;fuiYE:..Iii.... ______________ __ _ 

Dollars ($325.00) per a<:re, on~ net acres. 

2. TERM. Subject to the other provisions In this lease, this lease sh~t be (Of a term ol FIVE years from 
this date (herein cal1ed "primary term1 and as long thereafter as oil and gas. or either of them, Is produced In paying quantities from said land. As used 
In this lease, the term "produced In paying quantities" means that the receipts from the sale Of other authorized commercial use of the substance(s) 
0011ered exoeed out of pocket operational expenses fof the six months last past. 

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

unless on or before such &Miversary date Lessee shan pay or tender to the owner of the soil or to his aed~ in the-----------­

Bank, at PAY O!RECJJ.)' TO THE QWNER OF THE SO!L 
or its suooesSOB (which shaD continue as the depository regllldless of changes in the ownership of said land), the amount specified below, in addition 
Lessee shal pay or tender to the COMMISSIONER Of THE GENERAL LAND OEACE Of THE STATE Of TEXAS. AT AUSTIN, TEXAS, a like sun on 
or before said date. Payments under this paragraph shaH operate as a rental and shall 001/er the privilege of defening the commencement of a weU for 
one (1) year ftom said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: __ s.EEIO.CA.~tD:wPaEuN:wP:wUI%JMUl!4::u..1 _____________________ _ 

Dollars($ -----J 
To the State of Texas: 

Dollars($ ____ ..... 
Total Delay Rental: ____________________________ _ 

Dollars($ ____ ___J 

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

4. PRODUCTION ROYAL TlES. Upon productlon of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) ol the roy a~ 
provided for in this lease to the Convnissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (112) of such roya~ to the 
owner of the soil: 

(A) OIL Roya~ payable on oil, which is defined as Including aU hydrocalbons produced In a liquid form at the mouth of the wen and also as 
all condensate, distillate, and other liquid hydrocalbons reCCJI/ered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/4 part of the gross production or the mar1<.et value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other ftquid 
hydrocarbons, respectively, of a like type and grav~ 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 oost to the roya~ owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient so that an liquid hydrocarbons recoverable from the gas by such means 
wilt be OSCCJI/ered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the roya~ owners upon 
such terms and oondilions as they presaibe . 

(B) NON PROCESSED GAS. Roya~ on any gas (Including ftared gas). which Is defined as aU 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) shaD be ____1M__ part of the gross production or the market value thereof, at the 
option of the awner 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 qual~ 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, corredion 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 be•ng used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas pr~ssed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons Sl'lall be~-- part of the residue gas and the liquid hydrocartlons extraded or the market value thereof, at the option of the owner 
of the soi or the Convnissioner of the General Land Office. All royalties due herein shaU be based on one hundred percent (100%) of the total plant 
production of residue gas atttibulable to gas produced from this leasa, and on fifty percent (50%), or that percent accruing to Lessee. whichever is the 
greater, of the total plant productloo of liquid hydrocarbons altlibutable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed In a plant in which Lessee (or ils parent. subsidiary or affiiate) owns an interes~ then the percentage applicable to 6quid 
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 pertent then being specified in processing agreements or contrads in 
the Industry), whichever is the greater. The respective royal~es on residue gas and on liquid hydrocarbons shall be determined by 1) the highest ma111et 
price paid or offered for any gas (or ftquid 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 respedive 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. Royany on carbon black, sulphur or any other products produced or manufadured from gas (excepong liquid 
hydrocatbons) whether said gas be "casinghead," "dry." or any other gas, by fradionating, burning or any other processing shall be__l/4 __ part of 
the gross production of such products, or the mar1<.et value thereof, at the option of the owner of the 5011 or the Commissioner of the General Land Oflioe, 
suCh ma111et value to be determined as foaows: 1) on the basis of the highest market price of each product for the same month In which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
royalties paid under this lease in no event shaH be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 
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6. ROYALTY IN KINO. Notwithstanding any other provision In lhls lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Office may, at the option of either. upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties aa:t\Jing to such royalty owner under this lease be made In kind. The owner of the solfa Of the Commissioner of the General 
Land Oftloe's right to take its royalty In kind shan not diminish Of negate the I7Nnef of the soil's Of the Commissioner of the General Land Oftloe's rights 
Of Lessee's obligations. whether express or Implied, under this lease. 

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

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

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

Payment of royalty on production of oil and gas shan be as provided in the rules set forth In the Texas Register. Rules currently provide that royalty on oil 
Is due and must be received In the General Land Oftloe on or before the 5th day of the second month succeeding the month of production, and royaHy 
on gas Is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the aflldavit of the owner, manager or other authorized agen~ completed in the form and manner prescnbed by the General Land Offioe 
and showing the gross amount and disposition of all 011 and gas produced and the mari<et value of the 011 and gas, together with a copy of an documents, 
records Of reports confirming the gross production, disposition and mari<et value including gas meter readings. pipeline receipts, gas line receipts and 
other cl\ed(s Of memoranda of amount produced and put into pipe6nes, tanks, or pools and gas fines or gas storage, and any other reports Of records 
which the General Land Office may require to verify the gross production, disposition and mari<et value. In an cases the authority of a manager Of agent 
to act fOf the Lessee herein must be filed In the General Land Oflice. Each royalty payment shall be aa:ompanled by a ched< stub, schedule, summary 
or other remittance advk::e sha.Mng by the assigned General Land Office lease number the amount of "')'alty being p;~ld on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall aocrue a Pf'l\alty of 10% of the royalty due or $25.00 whichever Is greater. In addition 
to a penalty, royalties ahal accrue Interest at a rate of 12% per year; such Interest wiD begin to aocrue when the royalty Is $bcty (60) days overdue. 
Affidavits and supporting documents which are not llled when due shal incur a penalty In an amount set by the General Land Office administrative rule 
which Is effective on the date when the affidavits Of supporting documents were due. The Lessee shan bear all responsibility for paying or causing 
royaHies to be paid as prescribeo by the due date provided herein. Payment of the definquency penalty shan In no way operate to prohibH the State's 
right of forfeHure as provided by law nor ad to postpone the date on which royaHies were originally due. The above penalty provisions shall not apply In 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair mari<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shaQ annually furnish the Commissioner ol the General Land Office 
with its best possible estimata of oil and gas reseiVeS under1ying this lease or allocable to this lease and shal furnish said Commissioner with copies or 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering Into or making such contracts, agreements or amendments. Such contracts and agreements when ll:C8Ived by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and mari<eUng of the oil and gas produced on said premises, Including the books and acoounts, receipts and discharges of an 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 
AttOfney General. the GovernOf, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of an operations on this lease shan be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, wori\over, re-entry. temporary abandonment or piug and abandorvnent of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion repOfts and plugging rePOfls shan be supplied to the General Land Offioe at the time they are filed with the Texas Railroad Commission. All 
applications, permHs, rePOfls or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shan Include the word "State" in the title. Additionally, In ac:oordanoe with Railroad Commission 
rules. any slgnage on the leased premises for the purpose of Identifying wells, tank batteries or other associated Improvements to the land must also 
lndude the word "State." Lessee shall supply the General Land Oflice with any records, mem0f8nda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, In addition to those herein 
expressly provided fOf. Lessee shaD have an electrical and/or rad'IOectivity survey made on the bore-hole section. from the base of the SUiface casing to 
the tofal depth of well, of an wells drilled on the above descnbed premises and shall transmH a true copy of the log of each survey on each well to the 
General Land Office within fifteen (1 5) days after the making of said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the teased premises such production thereof should cease from any cause, this lease shall not terminate If on or 
before the expiration of sixty (60) days frOfn date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
rewQI\dng open~tions thereon, Of pays Of tendens the next amual delay rental in the same manner as provided In this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oi or gas should cease for any cause, 
Lessee's rights shan remain in full force and effect without further operations unt~ the expiratio~ of hlft primary term and if Lessee has not resumed 
production In paying quantities at the expiration of the primary term, Lessee may n::inlatr• <niS lease by conducting additional drilling or reworking 
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· operations pursuant to Paragraph 13, using the expiration of the primary term as the date or cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-In oil or gas well within the primary term hereof. Lessee may 
resume payment 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-In oil or gas wei and upon the failure to make such payment, this lease shaU ipso fac:to terminate. If at the 
expinltion of the primary term or any tine thereafter a shut-In oil or gas wells located on the leased premises, payments may be made in ac:c:oroanc::e 
with the shut-In pnMslons heteof. 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the p!Tnary 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 ere prosecuted In good faith and In woriunanlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation, and If they resuK in the production of oil and/or gas, so long therealter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-In oil or gas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DR! LUNG, AND REWORKING. If. after the expiration of the primary term, production of oil or gas from the leased 
premises, alter once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or rewooong 
operations within sixty (60) days after such cessation. and this lease shall remain in ful force and effect for so long as such operalions continue in good 
faith end In WOII<manlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworl<ing operations result in the production 
of oil or gas. the tease shall remain in full force and effect for so long as on or gas is produced from the leased premises in paying quantities or payment 
of shut-In oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result In the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking 
operalions within sixty (60) days after the completion of the well as a dry hole, and this lease shaU remain In effect so long as Lessee con1.r1ues drilling or 
reworkilg operations in good faith and In a WOII<manlike manner wilhout lnterruplions totaling more than sixty (60) days. Lessee shaD give wntten 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, '\velr means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term ol a lease tha~ until being shut in, was being 
maintained In force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lad< of suitable production faciflties or laCk of a suitable marke~ then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1,200 a year for each welt 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 shan be one dollar 
($1 .00) per acre. To be effectiVe, each Initial shut-in 011 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 reworlting operation In accordance 
with the lease provisions: Whicl1ever date is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (112) to the owner of the soU. If the shut-In oil or gas royally 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 tha~ if no suitable production facilities or suitable market for the on or gas exists, Lessee may extend the lease for four 
more sua:essive periods of one (1) year by paying the same amount each year on or before the expiration of each Shut-In year • 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oK orgas 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 
reseNOir, or in any case in which drainage Is oocurrlng, the right to continue to maintain the lease by paying the Shut-In oil or gas royally 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 
sua:essive years by Lessee paying compensatory royalty at the royally rate provided in the lease of the market value of production from the weU causing 
the drainage or which is completed in the same producing reservoir and within one thousand ( 1,000) feel of the leased premises. The compensatory 
royally is to be paid monthly, one-half (112) to the COmmissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
Is an amount less than the annual Shut-In oil orgas royally, lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penally and interest in accordance with Paragraph g of this 
lea sa. Nona of these provisions wilt relieve Lessee of lha obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources COde 52.173; however, at the determination of the Commissioner, and with the Commissione(s written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the daigence of a reasonably prudent operator in drilling such additional weU 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 laue Ia In force llld effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of produclng In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged In continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of a.cres as may then be allocated for producllon 
purposes to a proration unlt for each such produclng well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time alter the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the wei or wells located thereon a~e reclassified so that less acreage Is the~eafter allocated to said weU or wells for 
production purposes, this lease shan thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands sliU 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. 

(B) HORIZONTAL In the event this lease is In force and effect two (2) years after the expiration date of the primary or extended term il shall 
fut1her terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depthsj in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
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• completion ()( abando!Ynent of any well ()(-as, Lessee shaD Nl and level aD slush pits and cellal1l and completely dean up the drilling site of all rubbish 
thereon. Lessee shall, whole oondudlng operations on the leased premises, keep said premises flee of aU rubbish, cans. botlles, paper cupe ()(garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
tetmination of this lease unless the owner of the soil grants Lessee an ex1ension of this 120-day period. However, l essee may not remove casing from 
any well capable of producing oil and gas in paying quantitlea. Additionally, l-may not draw and remove casing until alter thirty (30) days written 
notice to the C«nmissloner of the General land Office and to the owner of the soU. The owner of the soil shall become the owner of any machinery, 
fixtures, ()(casing which are not timely removed by lessee under the terms of this paragraph. 

ZT. (A) ASSIGNMENTS. Under the cond~lons contained In this paragraph and Paragraph 29 of this lease, the rights and estates of e~er 
party to this Ieese 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, sucoessors and assigns. However, a change()( division in ownership of the land, rentals, ()( roya~ies will not enlarge the obligations of 
lessee. diminish the rights, privileges and estates of lessee, impair the effectiveness of any payment mede by lessee ()(impair the effectiveness of any 
act perlooned by lessee. And no change ()( division in ownership of the land, rentals, ()( royalties shall bind lessee f()( any purpose until thirty (30) days 
alter the owner of the soil(()( his heirs, devisees, legal representatives()( assigns) furnishes the lessee with satisfact«y written evidence of the change 
in ownership, including the original recorded munirnents 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 pan of the aaeage, the right and option to pay rentals shaD be apportioned 
as between the several owners ratably, IICCO!ding to the area of each, and failure by one()( more of them to pay his share of the rental shaU not affect 
this tease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assign()(()( assignee does not fUe a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for faUure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, llabil~ies , and penalties owed to the State by the 
original lessee()( any pri()( assignee of the lease, including any Habilities to the State f()( unpaid royalties. 

(B) ASSIGNMENT UMrTATlON. Notwithstanding any provision in Paragraph 27(a), 1f the owner of the soil acqUires this lease in whole()( 1n 
part by assigrvnent without the prior written approval of the Convnissloner of the General land Office. this lease is void as of the tine of assignment and 
the agency power of the owner may be forfe~ed by the C()(Omissioner. An assignment will be treated as ill\ were made to the owner of the sod if the 
assignee is: 

(1) a n«nlnee of the owner of the soil; 
(2) a corporation or subsidiary In which the owner of the soli 13 a prondpal stockholder or Is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soli is a partner()( Is an employee of such a partnership; 
(4) a principal stockholder()( employee of the corporation which is the owner of the soil; 
(5) a partner or employee In a partnership whlch is the owner of the soi; 
(6) a fiduciary f()( the owner of the soil; indudiog but not limited to a guardian, trustee, execut()(, edministrator, receiver, ()( conservat()( for the 
owner of the soil; ()( 
(7) a family member of the owner of the soil()( related to the owner of the soil by marriage, blood, ()(adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 2g, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release ()( releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion()( p()(tions, and be relieved of ell subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the 
delay rental due under this tease shall be reduced by the proportion that the surrendered acreage beans to the acreage whlch was covered by this lease 
immediately prior to such surrender; however, Such release wil not relleve lessee of any liabiities whlch rney have aa:rued under this lease prior to the 
surrender of such acreage. 

29. AUNG OF ASSIGNMENTS AND RELEASES. If al ()(any pan of this lease is assigned()( released, such assigrvnent ()(release must be 
recorded In the county where the land Is situated, and the recorded instrument, ()( a copy of the recorded instrument certified by the County Clerk of the 
county In which the instrument is recorded, must be filed In the General land Office within 90 days of the last execution date aocompanied by the 
prescribed filing fee. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
C«nmlssioner 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 conceming the development of oil and gas from the leased premises which are not contained In this lease render this lease invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in 
the teased premises. When the interests of the owner of the soil conftid 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 taU or refuse to make the payment of any sum within thirty days after It becomes due, or If lessee or an 
authorized agent should knowingly make any false retum ()(false report concerning production or dril ling, ()( If lessee shall fail or refuse to drill any 
offset wea ()( weUs il good ~ as required by law and the rules and regulations adopted by the Commissioner of the General land Office, ()( if lessee 
should fail to file reports in the manner required by law()( fail to comply with rules and regulations promulgated by the Genenllland Office, the School 
land Board, ()( the Railroad Commission, ()( if lessee should refuse the proper authority access to the records pertaining to operalions, ()( if Lessee ()( 
an authorized agent should knowingly taU ()(refuse to give OOfl'ec:t lnfonnation to the proper authority, ()(knowingly fa~()( refuse to furnish the General 
land Office a correct log of any we•. ()( II lessee shal knowingly violate any of the material provisions of this lease, ()( if this lease is assigned and the 
assignment Is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he ahaA forfeit same when sufficiently infonned of the fads which authorize e lorlaiture, and when forleited the area shaU again be 
subject to tease under the terms of the ReUnquishment Ad. However, nothing herein shall be construed as waiving the aut()(Oatic termination of this 
lease by operation of law()( by reason of any special limitation arising hereunder. Forfeitures may be aet aside and this lease and aU rights thereunder 
reinstated before the rights of anolhef Intervene upon setisfect«y evidence to the Commissioner of the General land Office of Mure compllance with 
the provisions of the law and of this lease and the rules Pnd regulaliom "'"! m:-:• be adopted relative hereto. 

81 
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33. LIEN. In accordance wi1h Texas Natural Resources Code 52.136, lhe State shan have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State. In addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security Interest in an leased minerals In and extracted from the leased premises, all prooeeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by I.A!ssee or by a third party, and an fixtures on and Improvements to the 
leased premises used In connedion wi1h the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss tha1 Lessor may su!fer by reason of Lessee's breach of 
any covenant or concfltion of this lease, whether express or Implied. This len and security Interest may be foreclosed wfth or wi1hout court proceedings In 
the manner provided In the Tille 1, Chap. 9 of the Texas Business and Commen:e Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably neoessary to ad<nowfedge, aHach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-desaibed property or from Lessee's acquisition of this lease. 
Should the Commissioner at any tine determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOUNG. Lessee is hereby granted the right to pool or unitize the royalty Interest of the owner of the soil under this lease wi1h any other 
leasehold or mineral interest for the exploration, development and production of 011 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 unnizlng 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. INDEMNilY. Lessee hereby releases and discharges the State of Texas and the owner of the SOil. their officers, employees, partners. 
agents, contradonl, subcontractors, guests, invitees, and their respective suooessors and assigns. of and from an and any actions and causes of action 
of every nature, or other harm, Including environmental harm, for which reoovery of damages is sought, including, but not lim~ed to, all losses and 
expenses which are caused by the activities of Lessee. ns omcers, employees, and agents arising out of, Incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be oocasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or 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 omcer:s, employees and agents, their successors or assigns. against any 
and all daims, llabilnies, losses. damages, actions, personal injury (Including death), oosts and expenses, or other harm for which reoovery of damages 
Is sought, under any theory Including tort, contract, or strict liability, Including attorneys' fees and other legal expenses, indudlng those related to 
environmental hazsrds, on the leased premises or In any way related to Lessee's failure to comply with any and all environmental laws; those arising 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises; and those tha1 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 suocessors and assigns. Each assignee of this Agreement, or an Interest therein, agrees to be Hable for, exonerate, Indemnify, defend and 
hold harmless the State ofT exes and the owner of the soil, their omcers. employees, and agents in the same manner provided above In connection wi1h 
the ~of Lessee, ns officers, employees, and agents as described above. EXCEPT N3 OTriERWISE EXPRESSLY LIMITED HEREIN, AU OF 
TriE INDEMNITY OBLIGAOONS ANOOR UABILmES ASSUMED UNDER TriE TERMS OF nilS AGREEMHIT SHALL BE WTTliOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILilY, OR THE 
NEGLIGENCE OF AtN PARTY OR PARTIES (INCLUDING TriE NEGLIGENCE OF TriE INDEMI'li~ED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT. ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee a hall use the highest degree of care and all reasonable safoguards to prevent contamination or 
pollution of any envtronmentlll rnedh.A11, Including soU, surface waten1, groundwater, sediments, and surface or subsurface strati, ambient air or any 
other &f'Nironmentlt medl..-n In, on. or under, the leased premises, by any waste, pollutant. or contaminant Lessee shall not brlng or permit to remain on 
the leased pn~mlses arry IISbestce containing materlals, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous material$, 
haurdous aubstancea (liS the term "Hazardous Subetance" Is defined In the Compreher.lve Environmentel Response, Compensation and Uablllty Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic aubstlnces under any federal, atlte, or local taw or regulation iHazardous Materlata1, except 
onllnary products commonly used In connection wfth olt and gas axploratjon and dewlopment operations and stored In the usual manner and quantltfes. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AN D REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS tN, 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 SHAU.IMMEDIATEL Y 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease Is Issued under the provisions of Texea Natural Resources Code 52.111 through 52.190, commonly 
known as the Refinqulshment I'd., and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these 
staMes, the staMes wiD prevaU over any nonoonformlng lease provisions. 

38. EXEClJTlON. This oil and gas lease must be signed and lldlnowledged by the Lessee before it is filed of record in the county reoords and 
In the General Land Office of the State ofT exes. Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effective date 
of this lease shall be the date found on Page 1. 

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

ADDENDUM PROVISIONS - #40 thru #41 

40. CONTINUOUS OEVELOPMEIIIT. M er the expltation of the primary term, and notwithstanding p1118Qraphs 16 (A) and 16 (B) abow and 
any other provision In this leue to the contrary, no portion of this lease wiU terminate H Lessee continues to driU a well (or weUs) anywhere on the leased 
premises w~h no more than 180 days between the release of the drilling rig on one well and the commencement of actual drilling operations on a 
subsequent weU (hereinafter referred to as ·continuous dri1Ung1. Upon the cessation of continuous drifting this lease shall terminate In accordance wilh 
the other relevant provisions herein. If, however, Lessee has filed with the Texas RaProad Cormllssion, no later than 60 days prior to the expiration of 
the said 180<tay period, al requisl e aj)Piicalions to dril the next wei In the continuous driling program, and Lessee is unable to proceed wilh drlling 
pending authorization by the Texas Rairoad Commission, then Lessee shal be &lowed such add~al tme as may be reasonably necessary to oblaln 
the authorization and tllereafter spud the subsequent weL 

41. DElAY REIIITALS. ~stipulated In Paragraph 13 of this lease, tile rentals tor this lease have been PAIO.UP for the second (2"') and 
third (3") years olthe primary term hereof. Lessee or u assigns shaU haw the right to keep this lease In force and effect for the fourth (4")and fifth (5") years of 
the primary term provided for herein by tendering a payment of three hundred twenty five dollars ($325.00) per net acre prior to October 2, 2010, as to any 
acreage covered hereby and not otherwise being maintained by any other provision herein at such time 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC. 

BY: CHJ~~~'A.li, ~Ar f A-

Title: PRESIDENT 

Date: l D · C4 · ~00., 

LESSOR 

STATE OF TEXAS 

~~ 
BLAKE OIL & GAS CORPORATION 

BY: JACK E. BLAKE 

Title: PRESIDENT 

Individually and aa egent for the State of Texaa 

~te: ______ , _o_-_t-_o_7~_ 

8 . ~~ t.. 
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STATE OF TEXAS 

COUNTY OF ATASCOSA } 

BEFORE ME, the undersigned authority, on this day personally appeared CINDY G. MERCER, known to me to be the person whose name Is 
subscribed to the foregoing Instruments as President of Pinnacle Land Services, Inc. and acknowledged to me that she executed the same for 
the purposes and conslderstlon therein exPressed, In the capeclty stated, and as the act and deed of said corporation. 

Gillen under my hand and seal of olllee this the~ day of October, 2007. 

'1v\ ~~C. rouuv 
NOtali~llc In and for 
The State of TEXAS 

STATE OF TEXAS 

COUNTY OF MIDLAND 

MEUSSA C. 90WEH 
MY COiotMJSSION EXPIRES 
~19,'#17 

BEFORE ME, the undersigned authority, on this day personalty appeared JACK E. BlAKE, known to me to be the person whose nama Is 
subscribed to the foregoing Instruments as President of BlAKE OIL & GAS CORPORATION and acknowledged to me that he executed the 
same for the purposes and consideration therein &)(pressed, In lha capacity stated, and as the act and deed of said corporation. 

Gillen under rrrt hand and seal of ofllce this the llf:__ day of October, 2007. 

~~.~ 
Otal)tPIJblic In and for 

The State of TEXAS 

~~~~.. . JAN A. DAVIS 
. )'il;. MY COMMISSION EXPIRES 

... ~ ~11.2001 

--

- -- -·- - - ::::-~~ 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and loregoong IS a full. true and correct photographic copy ol tile 
ong.nal reoord nrYN 111 my lawful custody and possesston, as tha,~Jlle IS 
filedlrecor~8~ the public lff~s of my oHrce, found m VOL.~· 
PAGE_. THRU . OFFl~Rl)s---C 
/~•''!f'!~';.-;r lherebycertJfiedon_li l07/ 20 07 __ 

! t L~..: ~ DIANNE 0. FLOREZ, COUNTY CLERK 
~ ~"7\ . 1- i REEVES COUNTY, TEXAS 
.. h. .,ti ~ ;:;:t" "-~" BV DEPUTY 

..... ,;:,~ . .,,·~,, 
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OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 7th day of Seplember, 2007, between the Slate of Texas, acting by and through its agent RICHARD 
RUFF, JR of 324 VIA LA PN.. GREENBRAE CAUFORNIA 94904, said agent herein re~ to as the a.vner of the soil (v.tlether one Of ITl()(t!), and 
PINNACLE LAND SERVICES, INC P 0 . BOX 991. P!.F.ASANTQN.Tf.XAS 78064 hereinafter called Lessee . 

1. GRANTING CLAUSE. FOf and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
perfonned by Lessee under this lease, the State of Texas acting by and through the owner of the soU, hereby grants, leases and lets unto Lessee, fOf 
the sole and only purpose of proepec:ting and dlilling for and producing oU and gas, laying pipe lines, build1ng tanks, staling oil and building power 
stations, telephone Unes and other stsuctures thereon. to produce, save, take care of. lreat and transpott said products of the lease, the following lands 
situated in~ County, State of Texas, to-wit 

Section 46, Abstract 2472. Block 57, Public School lands Survey. 

containing 640.00 aaes, ITl()(t! Of less. The bonus oonsideralion paid for this lease is as follows: 

To the Slate of Texas: SIX JljOU§ANO NINE HUNDRED THIRTY-THREE DOLLARS ANP 34/100 

($6,933.34) 

To theOMleiSofthe sot SIX lli(>USAND NINE HUNPREDTHIRTY-Jl1REE OOLLARSAND 331100 

($6,933.33) 

Total bonus considefalion of THIRTEEN THOUSAND EIGHT HUNDRED SIXTY.§IX DOLLARS AND 671100 

($13,666.67) 

The total bonus oonsidenltion paid represents a bonus.l!lofuTH.!:!!::>RliiiEE._HuU~t~N.l.IORollli;EOioiOulWE.ll.li"-lNlYLL.L:':..!:F.u!YE[.IO.... _______________ _ 

Dollars ($325.00) per aae, on~ net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a tenn of FIVE years from 
this date (herein called "primary tenn") and as long \hereafter as oU and gas, or either of them, is produced In paying quantities from said land. As used 
in this lease, the tenn "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substanoe(s) 
oovered exceed out of poc:Xel operationaleJCpeOSeS for the six months last pasL 

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 dale Lessee shall pay or tender to the owner of the soli or to his aedit In the ----------­

Bank, a l PAY PIRECTL Y TO THE OWNER OF JljE SOIL 
or its SUCXli!SSOI'II (which shall continue as the deposi\OfY regardless of changes in the ownership of said land), the amount specified below; in addition 
Lessee shal pay Of lender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSllN, TEXAS, a li<e SLm on 
or before said date. Payments under this paragraph shal operate as a rental and shall cover the privilege of defening the c:onvnenc:ement of a well for 
one ( 1) year from said date. Payments under this paragraph shaU be in the following amounts: 
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To the owner of the soH. _....>!S.~&Es;.E.t:.A>!<D!!<D!!OE£!Nl<O~U!:!.ML!#4!:!..!.1 _____________________ _ 

Dollars($-------' 

To the State or Texas: 

Dollars (S ____ ~ 

Total Delay Rental: -----------------------------
Dollars (S _____ .J 

tn a like manner and upon like payments ()( 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 ()( tenders of rental to the owner or the soil may be made by chedl ()( sight draft of Lessee, ()( any 
assignee of this lease, and may be defrvered on ()(before the rental paying date If the bank designated in this paragraph (()( its succeSS()( bank) should 
cease to exist, suspend business. liquidate, fait ()(be succeeded by another bank, ()( f()( any reason fa1l ()(refuse to accept rental, Lessee shall not be 
held in defauH for failure to make such payments or lenders of rental unlit thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instnJment naming another bank as agent to receive such payments ()( tenders . 

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

(A) OIL. Royalty payable on oil, which Is deflned as Including all hydrocarbons produced In a liquid form at the mouth or the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/4 part of the gross production ()( the marl<et value thereof, at the option of the owner of the soil ()( the Commissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, if any, offered ()(paid for oi1, condensate, distllate, ()(other liquid 
hydrocarbons, respedlvety, of alike type and gt1111ity in the general area where produced and when run, ()( 2) the highest marl<et price thereof offered ()( 
paid in the general area where produced and when run, ()( 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produoed from the leased premises is sold, used ()( prooessed in a plant ~will be run tree of cost to the royalty owners through an adequate on 
and gas separat()( of oonventional type, ()(other equipment at least as efficient, so that all liquid hydroallbons recoverable from the gas by such means 
win be recovered The requirement that such gas be run through a separat()( ()(other equipment may be waived. In writing, by the royaHy owners upon 
such terms and ooncfrtions as they presaibe. 

(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, r~quid hydrocarbons()( other products) shall be~__ part of the gross production or the marl<et value thereof, at the 
option of the owner of the son()( the Convnlssloner of the General land Ofl'ice, such value to be based on the h!Qhest marl<et price paid ()(offered f()( 
gas of oomparable quality In the general area where produced and when run. ()( the gross price paid ()( offered to the producer, whichever is the greater. 
provided that the maximum pressure base in measuring the gas under this lease shan not at any lime exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shan be sixty (60) degrees Fahrenheit, c:orredion to be made f()( pressure according to Boyle's Law, and for sped tic 
gravity aoc:ordlng to tests made by the Balance Method or by the most approved method of testing being used by the induslly 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 shan be 1/4 part of the residue gas and the r~quid hydrocarbons extracted ()(the marl<et value thereof, at the option of the owner 
of the so~ or the Commissioner of the General Land Office. All roya~ies due herein shall be based on one hundred percent ( 1 00%) of the total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%).()( that percent accruing to Lessee. whichever Is the 
greater. of the total plant production of liquid hydrocarbons at1ributable to the gas produced from this lease. provided that if liquid hydrocarbons are 
recovered from gas processed In a plant in which Lessee(()( its parent. subSidiary()( afliliate) owns an Interest, then the percentage applicable to liquid 
hydrocarbons shall be finy percent (SO%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (()(if there is no such third party, the highest peroent then betng specified m processing agreements()( oontrads In 
the induslly), whichever is the greater. The respedJVe royalties on residue gas and on liquid hydrocarbons shan be determined by 1) the highest marl<et 
price paid ()(offered f()( any gas(()( lquid hydrocarbons) of comparable quality In the general area, ()( 2) the gross price paid ()(offered f()( such residue 
gas(()( the weighted average gross se11lng price f()( the respective grades of liquid hydrocarbons), whichever Is the greater. In no event, however, shall 
the roya~ies 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,• ()(any other gas, by fractionating, buming or any other processing shall be __1M __ part of 
the gross production of such products, ()(the marl<et value thereof, at the opbon of the owner of the soil()( the Commissioner of the General Land Office. 
such marl<et value to be determined as follows: 1) on the basis of the highest marl<et price of each product f()( the same month in which such product Is 
produced, ()( 2) on the basis of the average gross sale price of each product f()( the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year aner the expiratJon of the primary term of this lease, 1f th1s lease is ma1ntained by production, the 
royalties paid under this lease in no event shan be less than an amount equal to the total annual delay rental herein provided; otheM'Ise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount oi royallles paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, lhe delay rental amount shall be one dollar ($1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision In th1s lease. at any ttme or from t1me to lime. the owner of the soil or the 
Convnissloner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder or the lease, require that the 
payment of any royallles accruing to such royalty owner under this lease be made in kind. The owner of the soirs or the Cocnmissioner of the General 
Land Office's right to take its royaHy in kind shan not diminish ()(negate the owner of the soirs ()( the CocnmisstOner of the General land Office's rights 
()(Lessee's obligations. whether express ()(implied, under this lease. 
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1. NO DEDUCTIONS. Lessee agrees that au royalties accruing under this lease (1nclud!ng those paid in kind) shaU be without deduction for 
the 'cost of producing, gathering, storing, separabng, treating. dehydraung, compressing, procesSing, transporting, &n? o~IWise. making ~oil, gas and 
other products hereunder ready fOf sale Of use. Lessee agrees to compute and pay royalties on the gross value received. including any reimbursements 
for severance taxes and production related costs. 

e. PLANT FUEL AND RECYCLED GAS. No royalty shaU be payable on any gas as may represent th1s lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing planl Notwithstanding any other provisiOn or this lease, and subject to the written c:oosent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased prem1ses or for 
injection Into any o~ Of gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which ent1tles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS All royalties not taken in kind shall be pa1d to tile Commissioner of the General Land Office at 
Austin, Texas, in the following manner. 

Payment of royalty on production of on and gas shall be as provided in the rules set f()(th 111 the Texas Register Rules currenUy provide tllat royalty on od 
Is due and must be received in the General Land Office on Of before the 5th day of the second month succeed1119 the month of productJon, and royaky 
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, 
aocompanied by the affidaVIt of the CM'Ilef, manager Of other authorized agent completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and d1sposition of an oil and gas produced and the marl\el value of the oil and gas. together With a copy of an documents, 
records or reports confirming the gross productlon. disposition and marl\et value including gas meter readings, pipehne receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas Unes or gas storage, and any other reports or records 
which the General Land Office may require to venfy the gross production, diSposition and marl\et 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 royaky payment shaU be acoomparued by a chedl stub. schedule, sunvnary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royaky being paid on each lease. If Lessee pays 
his royaRy on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or S25 00, whiclhever 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 add1uon 
to a penaky, royalties shall accrue Interest at a rate of 12% per year. such Interest will beg1n to accrue when the royalty is sixty (60) days overdue . 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfe~ure as provided by law nor act to postpone the date on which royalties were orig1nally due The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to tllat poruon of the royalty in d1spute as to fair marl\et value . 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements Of amendments. Such contracts and agreements when received by the General land Office shab be 
held in confidence by the General Land Office unless otherw~se authonzed by Lessee. All other contracts and records perta1n1ng to the production, 
transporlation, sale and marl\eting of the oil and gas produced on said premises, rnduding the books and acx:ounts, receipts and discharges of al wells, 
tanks, pools, meters. and pipelines shall at all times be subject to inspection and exam1nauon by the Comm1ss10ner of the General Land Office, the 
Attorney General, the Governor, or the representatiVe of any of them. 

(B) PERMITS. DRILLING RECORDS. Wnnen notice of all operations on th1s lease shall be submitted to the CommissiOner of the General 
Land Office by Lessee or operator five (5) days before spud date. worl<over, re-entry, temporary abandorvnent or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for apphca~on to drill Copies of well tests, 
completion reports and plugging reports shaD be supplied to the General Land Office at the tiiTie they are filed With the Texas Railroad Commission. All 
applications, permits, reports or other fihngs that reference this lease or any specific well on the leased prem1ses and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall indude the word "State• in the btle. Additionally, ln aooordance With Ra~road Commission 
rules, any signage on the leased premises for the purpose of identifying wells. tank batteries or other assocrated ltnprovements to the land must also 
indude the word "State.• Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
Information relative to the operation of the abovtHiescribed premises, which may be requested by the General Land Office, in add1tion to those herein 
elq)reSSly provided fOf. Lessee shall have an electrical anG'Of rad'10activity survey made on the bore-hole section, from the base or the sulface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey 

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

. 11. 9RY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the pr1tnary term hereof and prior to discovery and 
production of odor gas on said land, Lessee should drill a dry hole or holes thereon. or if dunng the primary term hereof and after the discovery and 
actual production ~foil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 
before .the explr~tron of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
~rl\lng opera~~?":' 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 
prvnary term or with1n SIXty (60) days prior thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease fOf any cause 
Lessee's rights shaD remain in full force and effect without further operations until the expiration of the prvnary term, and if Lessee has not resumed 
prodUC:OOn in paying quantities at the expiration of the primary term. Lessee may maintain this lease by conducting additional dnlling or reworl\lng 
operations pursuant to Paragraph 13, using the expiration of the pr¥nary term as the date of cessauon of production under Paragraph 13. Should the first 
wen or any subsequent wea drilled on the above described land be completed as a shut-in od or gas well with1n the pnmary term hereof, Lessee may 
resume payment of the annual rental In the same manner as provided here1n on or before the rental paying date following the expiration of sixty (60) 
days fr?m the data of completion of such shut-in oil or gas weU and upon the failure to make such paymen~ this lease shall ipso fado terminate. If at the 
expiration of the primary term or any time thereaner a shut-In oil or gas wen Is located on the leased premises, payments may be made In aooordance 
with the shut-in provisions hereof. 



. VOL. 7 7 6 PAGE 7~2 

r :=-------- -

•• • • 

1 

• • •• 
•••• • • •••• 
• 

12. DRILUNG AND REWORKING AT EXPIRA liON OF PRIMARY TERM If. at the expiratoon of the pnmary term. neither 011 nor gas is betng 
produced on said land, but Lessee is then engaged In drilfing or rewo<l<.ing operallons thereon. this lease shan remain in f()(t:e so long as operations on 
said well or for drilling or reworl<ing of any add~ional wells are prosecuted in good faith and in workmanlike manner without intern.options totaHng more 
than sixty (60) days during any one such operation. and If they result In the production of oil and/or gas, so long thereafter as oil and/or gas Is produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided In this lease. 

11 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 reworl<ing 
operations within sixty (60) days after such cessation, and this lease shall remain In loa f()(t:e and effect for so long as such operations continue In good 
faith and in workmanlike manner without intern.opllons totaling more than sixty (60) days. If such drilling or reworking operations resun in the production 
of oil or gas, the lease shall remain In full force and etfect lor so long as oil or gas Is produced from the leased premises in paying quantities or payment 
of shut-in oil Of gas well royalties Of payment of compensatory royalties is made as provided herein Of as provided by law. If the drilling Of reworl<ing 
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 wen as a dry hole. and this lease shall remain in effect so long as Lessee continues driling Of 
reworl<ing 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 ROYAL nES. For purposes of this paragraph, 'Weir' means any wen that has been assigned a wen number by the state agency 
having jurisdldion over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that until being shut ln. was being 
maintained in force and effect. a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production fadlitles or lack of a suitable market, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than S 1,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amoun~ then for the purposes of this paragraph, the delay rental amount shan be one dollar 
($1.00) per aae. To be effective, each initial shut-in oil Of gas royalty must be paid on Of before: (1) the expiration of the primary tenn, {2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, Of (3) 60 days after Lessee completes a dnlfong or rewo<l<.ing operation In aa:ordance 
with the lease provisions; whichever date Is latesl Such payment shaH be made one-half (112) to the Commissioner of the General Land Office and one­
half (112) to the ovmer of the so~. If the shut-In oU or gas royalty Is paid, the lease shall be consodered 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 tha~ if no su~able production fadlities or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on Of before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL nES. II, during the period the lease Is kept in effect by payment of the shut-in oil or gas royatty, oil or gas is 
sold and delivered In paying quantities from a wen located within one thousand ( 1,000) feet of the leased premises and completed in the same producing 
reservoir, Of In any case In which drainage Is oa:urrlng, the right to continue to maintain the lease by paying the shut-in oil Of 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 
sua::esslve year1 by Lessee paying oompensaiOI'f royalty at the royalty rate provided In the lease of the marl<et value of production from the weU causing 
the drainage or which Is completed in the same producing reservoir and within one thousand (1,000) teet of the leased premises The compensatory 
royalty is to be paid monthly, on&-half (112) to the Commissioner of the General LanJ Oflice and on&-half (112) to the owner of the s01l, beginning on or 
before the last day of the month following the month In which the o~ or gas is produced from the well causing the drainage or that Is completed in the 
same produdng reservoir and located within one thousand ( 1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
Is an amount less than the annual shut-in oil Of gas royalty, Lessee shall pay an amount equal to the ditference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid win accrue penalty and Interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided In 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commisslonefs written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well produdng or capable of producing oil or 
gas has been completed on the leased premises. Lessee shan exercise the doligence of a reasonably prudent operator in drilfing such ad<frtional well or 
wens as may be reasonably necessary fOf the proper development of the leased premtses and in marketmg the production thereon 

(A) VERnCAL In the event this lease is in f()(t:e and effect two (2) years after the exporatlon dale of the primary Of extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surroundong 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 wen 
upon which lessee is then engaged in continuous drilling or reworking operabons, or (2) the number of acres included in a producing pooled un~ 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for prodUdion 
purposes to a proration unit for each such producing well under the rules and regulations of the Raolroad Commission of Texas. or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassifled so that less acreage Is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands stin subject to this lease for aU purposes desaibed In Paragraph 1 hereof, together with easements and rights-of-way fOf 
eJCisting roads. existing pipelines and other existing facilities on, over and across aD the lands described on Paragraph 1 hereof ("the retained lands'), for 
aooess to and from the retained lands and for the gathering or transportation of 011. gas and other minerals produced from the retained lands. 

(B) HORIZONTAL In the event this lease is In f()(t:e and effect two (2) years after the expiration date of the pnmary or extended term~ shall 
further terminate as to an depths below 100 feet below the total depth driUed (hereinafter "deeper depths; on each wen located on acreage retained ln 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to on&-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in f()(t:e and effect as to 
such deeper depths, and said termination shall be delayed for an additional pertod of two (2) years and so long thereafter as oil or gas Is produced In 
paying quantities from such deeper depths covered by this lease. 

(C) IDENnFICAnON AND FlUNG. The surface aaeage retained hereunder as to each well shall, as nearly as pradlcal, be in the form of a 
square with the wen located in the center thereof, or such other shape as may be approved by the Commossooner of the General Land Office Wrthon 
thirty (30) days after partial termination of this lease as provided herein, Lessee shan execute and record a release or releases containing a satisfactory 
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legal description of the acreage and/or depths not retained hereunder. The recorded release, or a cenifted copy of same, shall be Hied In the General 
Lend Office, acoompanied by the filing fee prescribed by the General Land Office rvles in effect on the date the release is Hied. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written Instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counties where the lease is located and in the offiCial records of the General Lend Off~ee and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above--<lesetibe<l land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the fads may justify and shan use appropriale means and drill to a depth necessary to prevent undue drainage of 
oil and gas fi'om the leased premises. In addition, if oil andfor gas should be produced In commercial quantities within 1,000 feet of the leased premises, 
or In any case where the leased premises is being drained by production of oil or gas. the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soirs agency rights to forfeiture. Only upon lhe determination 
of the Commissioner of the General Land Office and with his wrinen approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

1a FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying wllh any express or implied covenant of this tease, 
from conduCiing drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riots, 
strikes, aCis of God, or any valid order, rvle or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilting and reworl\ing operations or from producing ool or gas from the leased 
premises. However, nothing in this paragraph shan suspend the payment of delay rentals in order to maintain this lease in effea during the primary term 
in the absence of such drilling or reworl<ing operations or production of oil or gas. 

1g, WARRANTY CLAUSE. The owrter of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soli In the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payrr~ents fi'om the rental and royalties due the owner of the soil . 

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

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

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

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

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

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

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
lim~~~ the fo~egoing, pollution .of coastal weUands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
faoloties suffioent to prevent spoilage, 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 
malntal~ fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the drilling site of all rvbbish 
thereon. lessee shall, whole conducting operations on the leased premises, keep said premises free of all rvbbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as Is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty ( 120) days after the expiration or the 
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teiTI)ination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period However, Lessee may not remove casing from 
any weft capable of produdng 011 and gas in pay109 quantities. Add~ionany, Lessee may not draw and remove casing unm after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixlures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

v . (A) ASSIGNMENTS. Under the cond~ions contained in this paragraph and Paragraph 29 or this lease. the rights and estates or e~her 
party to this tease may be assigned, In whole or In part, and the provisions or this lease shall extend lo and be binding upon their heirs, devisees. legal 
representatives, sucoessors and assigns. However, a change or dMsion In ownership of the land, rentals, or royallles will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payrnem made by Lessee or impair the etrediveness of any 
act performed by Lessee. And no change or divtslon in ownership or the land, rentals, or royanles shan bmd Lessee lor any purpose untillhirty (30) days 
after the owner of the soil (or his heirs. devisees, legal representatives or assigns) furnishes the Lessee with sallslactory wntten evidence of the change 
in ownersllip, 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. II this lease is assigned in ijs 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 or them to pay his share or the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, If the assignor or assignee does not file a certified 
copy of sud1 asslgMleflt in the General Land Office before the next rental paying date. the entire lease !-haU tennlnate for falure to pay the entire rental 
due under Paragraph 3. Every assignee shaft succeed to an rights and be subject to au obligations, Uabilrties, and penalties owed to the Slate by the 
original lessee or any prior assignee of the lease, including any tiabilities to the Stale ror 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 asslgrvnent without the prior written approval of the CommissiOOet' of the General Land Office. this lease is void as of the time of assigm~ent and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as II n were made to the owner of the soli if the 
assignee is: 

(1) a nominee of the owner of the soil: 
(2) a corporation or subsidiary in which the owner of the soil is a principal stod\holder 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 or the soil: 
(6)e fiduciary for the owner of the soil: including but not rm~ed to a guartfiBn, trustee, executor, admmistrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved or all subsequent obligations as to acreage surrendered. II any part or this lease Is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the SUIT'I!ndered acreage bears to the acreage which was covered by this lease 
immediately prior to sud1 surrender, however, such release wil not reneve Lessee or any ~biitiBS which may have aoc:rued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. II an 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 copy of the recorded instrument certified by the County Cieri< of the 
county In which the Instrument Is recorded, must be filed In the General Land Office within 90 days of the last execution dale accompanied by the 
prescribed filing lee. If any such assignment Is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

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

31. FIDUCIARY DlJTY. The owner of the soil Cl'Nes I he Slate a fiduoary 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 Slate, the owner of the soil is obligated to put the Stale's 
Interests before his personal interests 

32. FORFEITURE. If Lessee shall faa or refuse to make the payment of any sum within thirty days after it becomes due, or If Lessee or an 
authorized agent should knowingly make any false retum or false report concerning production or dolling, or if Lessee shall fail or refuse to drill any 
offset well or welts in good faijh as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports In the manner required by law or fail to comply wijh rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or If Lessee should refuse the proper authority access to the records pertalmng to operations, or if Lessee or 
an authorized agent should knowingly fall or refuse to give correct Information to the proper authonty, or knOWingly fall or refuse to lumlsh the General 
Land Office a correct log of any well, or If Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under th•s lease shall be subject to forfeiture by the 
Commissioner, and he shan forfeij same when sufficiently informed or the facts which authorize a forfeiture, and when forfeited the area shan again be 
subject to lease under the terms of the Relinquishment Act. However. nothing herein shall be construed as waMng the automatic termination of this 
lease by operation of law or by reason of any speciallimit.ation anslng hereunder. Forfertures may be set aside and thiS lease and an rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future comptiance With 
the provisions or the taw and or this lease and the rules and regulations that may be adopted relattve hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the Slate 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 or money that may become due under this lease. By aoceptanc:e of 
this lease, Lessee grants the State. in addijion to the lien provided by Texas Natural Resources Code 52.136 and any other applicable staMory lien, an 
express contractual lien on and security interest In all leased minerals In and extracted from the leased premises, all proceeds which may aocrue to 
Lessee from the sale or such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixlures on and improvements to the 
leased premises used In connection with the production or processing or such leased minerals In order to secure the payment or aN royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may sutler by reason of Lessee's breach of 
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any llOVenant or condition of this lease, whether express or implied. This ben and security Interest may be foreclosed with or without court proceedings in 
the manner provided in the Trtle 1, Chap. g 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 ac:knowiedge, attach or perfect this ~en. Lessee hereby represents that there 
are no prior or superior liens arising from and rela6ng to Lessee's activities upon the abov~scribed property or from Lessee's acquisition of this lease. 
Should the Commissioner at any tine deteiTTline 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 royally 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 te1ms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision In this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents. contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other haiTTl, including environmental haiTTl, 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 anse out of or be occasioned by Lessee's breach of any of the teiTTls or provisoons 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. indemnity, 
defend and hold ha~mless the State of Texas and the owner of the soil, their officers, employees and agents. their successors or assigns, against any 
and all claims, liabili6es. losses, damages, actions. personal injury (including death), costs and expenses, or other haiTTl for which recovery of damages 
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses. including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply With any and all envoronmentallaws; 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 teiTTlS or prov1sions of this Agreement 
or any other act or omission of Lessee, its directors, officers. employees, partners, agents, contractors, subcontractors, guests, Invitees. and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for. exonerate, Indemnify, defend and 
hold harmless the State otTexas and the owner of the soil, their officers, employees, and agents in the same manner provided above In connection with 
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBUGA TIONS ANDIOR UABIUTIES 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 shalt 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 ai r or any 
OCher envirorvnental medium in, on, or under, the leased premises, by any waste, pollutan~ or contaminant Lessee shall not bring or peiTTlll 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 teiTTl "Hazardous Substanco" is defined In the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials'), except 
ordinary products commonty used In connection with oil and gas exploration and development operations and stored In the usual manner and quantitlos. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE A TIORNEYS' 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 WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52 171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and 1f any proVISion 1n this lease does not conform to these 
statutes, the statutes will prevail over any nonconfo~ming lease provisions 

38. EXECUTION. This oil and gas lease must be signed and acknowiedged by the Lessee before ills 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 g of the Texas Business and Commerce Code. this lease must be filed of record in the office of the 
County Cieri< In any county in which all or any part of the leased premises is located, and certified copies thereof must be flied In the General land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Cieri< from his records) is filed in the 
General Land Offtee in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised lor execution of this lease. The bonus due the State and the prescribed filing lee shall 
accompany such certified copy to the General Land Office. 

7 { • 1"-' 

~'J 



·.voL. 7 76 PAGE 7b6 

•• • • • •• 
•••• • •••• 
• 

• •• • • •••• 
••••• • 

• 
••••• • 
••••• • 

r------------------------------------------------------------------------~ 

ADDENDUM PROVISIONS - #40 thru #41 

40. CONTINUOUS DEVELOPMENT. Aner the expiration of the primary term. and no!Withstanding paragraphs 16 (A) and 16 (B) above and 
any other provision In this lease to the contrary. no portion of this lease will terminate W Lessee continues to drill a well (or wells) anywhere on the leased 
premises with no more than 180 days between the release of the drilling rig on one well and the commencement of actual drilling operations on a 
subsequent well (hereinafter referred to as "continuous drilling"). Upon the cessation of continuous drilling this lease shall terminate in accordance with 
the other relevant provisions herein. 11. however. Lessee has filed with the Texas Railroad Commission. no tater than 60 days prior to the expiration of 
the said 18<k!ay period, all requis~e applications to drill the next wen In the continuous driDlng program, and Lessee is unable to proceed with driling 
pend'ong authorization by the Texas Railroad Commission. then Lessee shal be allowed such additional trne as may be reasonably necessary to obtain 
the authorization and thereafte< spud the subsequent weD 

41. DElAY REI>ITALS. As stipulated In Paragraph~ of this lease, the rentals for this lease have been PAIO.UP lor the second (2"') and 
thlld (3") years of the primary term hereof. Lessee 0< b assigns shan have the right to keep this lease In forte and effect IO< the fourth (4') and fifth (5") years of 
the primary term provided for herein by tendering a payment of three hundred twenty f!Ye dollars ($325.00) per net acre prior to September 8 . 2010, as to 
any acreage covered hereby and not otherwise being maintained by any other provision herein at such trne 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

L.E:SSEE 

PINNACLE: LAND SERVICES, INC • 

Fif: aa~Ja 'fntMcC.LA_ 

Tlt.le: PRESIDENT 

Dote: 9- \4 .01 

LESSOR 

STATE OF TEXAS 

RICH~ 
Individually and as agent lor the State of Texas 

Date: ____,9_-_1 ..s_-_0__,7'-----
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STATE OF TEXAS 

COUNTY OF ATASCOSA } 

BEFORE ME, the undersigned authority, on this day personally appeared CINDY G. MERCER, known to me to be the person whose name is 
subscribed to the foregoing Instruments as President of Pinnacle Land Services. Inc. and acknowledged to me that she executed the same for 
the purposes and consideration therein expressed, in the capac•ty stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the j l} t h day of September. 2007 

~Lw C 
NOiafYublic in and Tor 
The State of TEXAS 

MEUSSA C. BOWEN 
MY COMMISSION EXPIRES 

OIOimber 19. 'NJ7 

STATE OF CALIFORNIA 

COUNTY OF MARIN 

BEFORE ME, the undersigned authority, on this day personally appeared RICHARD RUFF. JR . known to me to be the person whose name Is 
subscribed to the foregoing instrument, and acknowledged to me that he executed the same for the purposes and consideration therein 
expressed . 

Given under my hand and seal of offoce this the _§__ day of September, 2007 

FILE#_::r.:44~8L!.7 __ 

M ,.,..... H8!tlt WIIIOII!al'lllllrS M Sli.£,11Bf0l. 
011 USE If THE DE.SCRIB£l) 1101. PWtJr't IECAW ~ ttll11 
OIIIIG IS ~*MUD NfD UIIElifOIII'LUll.-s t'OifM 
~ 

ITLliD FOR IUICOI.D Off ·TIIK._--=3:..::0:..::TB=-_-DAY OF __ O.:::...::.C.:::T..::.O.:::B.:::E:=:R:__ ___ ___:A.D. 2007 ll: 33 A. M. 

DUlrY ':7--___ S_TB __ DAY OF __ N_O_VEMB __ E_R _ ____ _:A.D. 2007lO: 00 A. H. 

DIANNE 0. FLOREZ. COUNTY CLERK 
REEVES COOBTY • TEIAS 



CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
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, Genorol und Offtce 
Rellnqulohmont Act Loose Fonn 
Rovlood, Soplomber 1997 

~usttn, ~exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into this 26th day of September, 2007, between the State of Texc;s, acting 

by and through its agent. DIANE KAY GRANT a married woman de§!!ng In her so!e and separate property of 3951 NE Brogden, 

lfd!sbo!Q, O!eqon97124 said agent herein referred to as the owner of the soi (whether one or more). and PINNACLE LAND SERVICES. 

INC .. BOX 991. P!.EASANTQN. TEXAS 78064 hereinafter called Lessee. 

1. GRANTING ClAUSE. For and in oonsldenllion of the arnoools stated below and of !he oovenan!S and agreemen!S to be paid, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby gran!S, leMeS and lets unto Lessee. for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other stnx:tures thereon, to produoa, save, take care of, treat and transport said producta of the lease, the following lands 
situated in ~County, State ofTexas, to-wit 

Sedion 46, Abstract 2472, Block 57, Public School Lands 

containing 640.QQQOOO acres. more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas· JWQ THOUSAND SIX HUNDRED DOLLARS AND 001100 

($2,600.00) 

To the owners of the soil: JWO THOUSAND SIX HUNDRED DOLLARS AND 00!100 

($2,600.00) 

Total bonus oonsideration of F1VE !HOUSAND JWQ HUNQRED AND 001100 OOLJ.ARS 

($5,20000) 

The total bonus consideration paid rel)l'eSeOtS a bonus 2ofwTH~R!SEE&. -'"H~U~N!!o!OR!l!O!ED!LI.lWENJY!§!ll.LDFlVE~-----------------­
Dollars ($325.00) per aae, on 1§.QQQQQQ net aaes. 

2. TERM. Subjecl to the olhe< provisions in this lease, this tease sh::.~ b& tor a term of FiVE. veers from 
this dale (herein called "primary term; and as tong thereallef as oil and gas, or either of them, is produoed In paying quantities from sakHIInd. As used 
In this lease, the term "produoed In paying quantities" means that the receipts from the sale or other authorized commen::ial use of the substance(s) 
covered exceed out of pocket ope1111ional expenses for the six months last past 
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, tJ:~is lease shall terminate, 

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

Bank, at PAY DIRECTLY TO JHE QNNER OF JHE SOIL 
or its successors (which shall oontinue 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 AUSnN, TEXAS, a li<e sum on 
or before said date. Payments under thl8 paragraph shall operate as a rental and shall cover the privilege of defening the commencement of a well for 
one (1) year from said date. Payments under this paragraph shaD be in the following amounts: 

To the OM'oef of the soil: SEE AOOENQUM 141 
Dollars($ 

To the State of Texas: ------' 
Dollars($ .J 

Total Delay Rental: --:::-::--=------;------------- ----
Dollars ($ ____ ..l 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for sucoessive periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee. or any 
assignee of this lease. and may be delivered on or before the rental paying date. If the bank designaled in this paragraph (or its suo::essor bank) should 
cease to exisl suspend business, liquidate, faU 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 soU 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 ofTexas, at Austin, Texas. and one-half (112) of such royalty to the 
owner of the soil: 

(A) OIL Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons reoovered from oil or gas run through a separator or other equipmen~ as hereinafter provided, 
shall be~-- part of the gross production or the marilet value thereof, at the option of the OM'oef 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 R will be run free of cost to the royalty owners through an adequate oil 
and gas separator of oonventional type, or other equipment at least as efficient so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such 1errns and oonditions as they presaibe . 

(B) NON PROCESSED GAS. Royalty on any gas (including ftared gas), which is defined as an 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 elCit1lction of gasoline, liquid hydrocarbons or other products) shaft be~ __ 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 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__!L4 __ 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";1,) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50"A.), or that peroent aocruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that If liquid hydrocarbons are 
rtl<XlVIIred from gas processed in a plant in which Lessee (or its parent subsidiary or afliUate) a.ms 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 peroent 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 marllet 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quafrty in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross seUing price for the respective grades of ftqUld 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. Royahy on carbon hied<, sulphur or any other producta 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 ___1M __ part of 
the gross production of such products, or the market value thereof. at the option of the OM'oef of the soil or the Commissioner of the General Land Office, 
such marllet 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 
produoed, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever Is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease. if this lease is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; othelwise, there shall be 
due and payable on or before the last day of the month suooeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this 
paragraph, the delay rental amount shal be one dollar ($1.00) per aae. 

True and Correct 
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6. ROYALTY IN KINO. Notwithstanding any other provision In this lease. at any time or from time to time. the owner of the soil or the 
Commissioner of the General Land Olftc:e 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 klnd. The owner of the ds or the Commissioner of the General 
Land Olftc:e's right to take its royalty In kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land 011\c:e's righ\3 
or Lessee's obligations, whe1her express or implied, under this lease. 

7. NO DEDUCTIONS. ~ agrees that an royalties accruing under this lease (including those paid In kind) shall be without deduction lor 
the cost of producing, gathering. s10ring. sepanlting, treating. dehydnlting. oompresslng, processing, transporting, and otherwise making the oil. gas and 
other products hereunder ready lor sale or use. ~ agrees to oompute and pay royalties on the gross value received, lndud'ng any nsimburaements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shal 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 Ollloe. Lessee may recycle gas for gas flft purposes on the leased premises or for 
injection Into any oil or gas producing formation under1ylng the leased premises slier the foquid hydrocarbons oontained in the gas have been removed; 
no royalties shall be payable on the recycled gas until n is produced and sold or used by Lessee in a manner v.tlich entities the royalty owners to a 
royalty under this lease . 

9. ROYAL 1Y PAYMENTS AND REPORTS. AJI royalties not taken in kind shall be paid to the Commissioner of the General Land 011\ce at 
Austin, Texas. In the following manner: 

Payment of royalty on production of oa and gas shall be as provided In the rules set forth in the Texas Register. Rules c:urTentty provide that royalty on on 
is due end must be reoelved In the General Land Olftc:e 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 011\ce on or before the 15th day of the seoond month succeeding the month of production. 
aooompanled by the afl\davit of the r:JNOer. manager or other authorized egent. completed in the form and manner presaibed by the General Land 011\ce 
and showing the grose amount and dispoeition of aft oil and gas produced end the marl<.et value of the on and gas. together with a t:XYI1Y of all doo.ments . 
records or reports oonfirming the grose production, disposition and marl<.et value Including gas meier readings. pipeline recelpts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipefllle8, tanks, or pools and gas lines or gas storage, and any other reports or reoords 
which the General Land Ofllce may require to verify the gross production, disposition and marl<.et value. In an cases the authority of a manager or agent 
to ad lor the Lessee herein must be filed In the General Land Olftc:e. Each royalty payment shan be aooompenied by a chedl stub, schedule, summary 
or other remiltance advice shcming by the assigned General Land Olfioe lease number the amount of royalty being paid on each tease. If Lessee pays 
his royalty on or before thirty (30) days alter the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, v.tlichever is 
greater. A royalty payment which is over thirty (30) days late shaft accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shaR accrue Interest at a rate of 12% per year, such interest win begin to acaue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents v.tlich are not filed when due shan IOOJr a penalty in an amount set by the General Land 011\c:e administrative rule 
v.tlich Is efledive on the date v.tlen the afl\davits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as presclibed by the due date provided herein. Payment of the definquency penalty shall In no way operate to prohibit the State's 
right of forfeiture as provided by taw nor ad to postpone the date on which royalties were originally due. The above penalty provisions shan not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty In lf!Spule as to fair marl<.et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shan annually fum ish the Commissioner of the General Land Olfioe 
with its best possible estimate of oil end gas A!ISeMIS underlying this lease or eJocable to this lease and ahal fumlsh said Commissioner with copies of 
all oontracts under v.tllch gas is sold or processed and all subsequent agreements end amendments to such oontracts within thirty (30) days after 
entering Into or making such contrads, 891 ee • i80is or amec dnen!s. Such CXlniJ8cts and ~ when nlOI!ived by the General Land Olftc:e shal be 
held in oonfidenoe by the General Land Ofllce untese othelwlse authortzed by Lessee. All other oontracts and records pertaining to the production, 
transportation, sale and marl<.eting of the oil and gas produced on said premises, Including the books and aocounts, receipts and discharges of aa wells, 
tanks, pools, meters, and pipelines shall at all times be subje<;t to Inspection end 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 an operations on this lease shan be submitted to the Commissioner of the General 
Land 011\ce by Lessee or operator five (5) days before spud date, worl<.over, re-en!Jy, temporary abandorvnent or plug and abandorvnent of any~ or 
wells. Such written notice to the General Land Olllc:e shan Include oopies or ReUroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Olftc:e at the tme they are filed with the Texas Railroad Commission. AJI 
applications, permns. reports or other filings that reference this lease or any specific wen on the leased premises and that are submntad to the Texas 
Railroad Commission or any other go-.oemmental agency shallndude the wool "S1ate"ln the title. Adcfilionalty, In aooordanc:e with Railroad Commission 
rules. any signage on the leased premises for the purpose of Identifying wells. tank batteries or other associated Improvements to the land must also 
include the word "State.• Lessee ahel supply the General Land 011\ce with any reoords, memoranda, aocounts. reports, cuttings and cores, or other 
information ielatlve to the operation of the 8bov&<leso1bed premises. which may be req~ by the General Land 011\ce. in addhion to those herein 
expressly provided for. Lessee shaft have an eled7lcal and/or rad'IOadMty SUM!)' made on the bonHlole section, from the base of the sUffac:e casing to 
the total depth of well, of all wells drilled on the above described premises and shall transm~ a true oopy of the log of each survey on each well to the 
General Land 01'lloe within fifteen (15) days aller the making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents or other materials are not filed in the General Land 011\ce v.tlen 
due. The penalty for la1e filing shall be set by the General Land 01'lloe administrative rule v.tlich is et'fectlve on the date when the materials were due In 
the General Land 011\c:e. 

10.0RY HOLEJCESSATION 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 dril a dry hole or holes thereon. or if during the prmary term hereof and aller the lftSCOYety and 
actual production of oil or gas from the leased pn!lfTllses such production thereof should cease from any cause, this lease shaA not terminate if on or 
before the expiration of sildy (60) days from date of completion of said dry hole or cessation of produdion Lessee commences additional drilling or 
reworl<.ing operations thereon, or pays or tenders the next annual delay rental in the seme manner as provided in this lease. II, during the last year of the 

L---------------~------------------------~~------~A Q~m 
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, primary 1e1m or within sbc!y (60) days prior thereto, • dry hole be ~ and abandoned, or the produdion of ol or gas should cease lor any cause. 
lessee's rights shaD remain in luU loroa and ellect without further operations until the expinttion of the primary tem't; and if lessee has not resumed 
production In paying quantities at the expifation of the primary tenn, lessee may maintain this lease by conducting additional drilling or rewollllng 
operations pursuant to Paragraph 13, using the elqliration of the primary 1erm as the date ol oessation of produdion under Paragraph 13. Should the first 
wen or any subsequent well drilled on the above described land be ~ed as a shut-in oil or gas weN >Mthin the primary tenn hereof, lessee may 
resume payment of the amual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the dale of oompletion of such shut-in oil or gas _. and upon the failure to make such paymen~ this lease shall Ipso facto tennlnate. II at the 
expiration of the primary 1em1 or any time thereafter a ahut-ln oil or gas well is ~ on the leased premises, payments may be made in accordance 
with the shut-in provisions hereof. 

12. DRIWNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. II, at the expinttion of the primary tenn, neither oil nor gas is being 
produoad on said land, but lessee is then engaged In dril~ng or l'llWOOOng operations thereon, this lease shaU remain in loroe so long as operations on 
said well or for drilling 01" AIWOI1<ing of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and W they result in the production of oil and/01" gas, so long thereafter as oil and/or gas is produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties Is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. II, after the expiration of the primary tenn, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall nottenninate if lessee commences additional drilling or rewor1dng 
operations within sixty (60) days after such cessation, and this lease shaD remain in fulloroa and eftec:t lor so long as such operations continue in good 
faith and in WOI1unanlite mamer without lnterruptlons totallng more than sbc!y (60) days. II such drilling or AIWOI1<ing operations result in the produaion 
of ol ()(gas, the lease shaft remain in fullloroa and elred lor so long as ol 01" gas is produoad from the leased premises in paying quantities or payment 
of shut-in oil 01" gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. lithe drtaing or rewo111ing 
operations result in the completion of a well as a dry hole, the lease will not tenninate if the lessee commences additional drilling or reworking 
operations within sbc!y (60) days after the oompletion olthe wei as a dry hole, and this lease shall remain in effect so long as Lessee contilues dnlling or 
l'llWOOOng operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shaU give wntten notice 
to the General land Office >Mthin thirty (30) days olany cessation of produclion. 

14. SHUT-IN ROYAL TIES. For purposes of lhis paragraph, "weir means any well that has been assigned a well number by the state agency 
having jurisdlclion over the production of oil and gas. II, at any time after the expiration of the primary tenn of a lease tha~ until being shut in, was being 
maintained In Ioree and effed, a well capable of producing oil 01" gas in paying quantities is located on the leased premises, but oil or gas Is not being 
produced lor lack of suitable produelion ladlities ()( lack of a suitable mallie~ then lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. II 
Paragraph 3 of this lease does not specify a delay rental amoun~ then for the purposes of this paragraph, the delay rental amount shaU be one dollar 
($1 .00) per aaa. To be effective, each initial shut-in oil orgas royalty 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 premisee, 01" (3) 60 days after lessee completes a drilling or reworlling operation in accordance 
with the lease provisions; Whicllever date is latael Such payment shan be made 00&-hall (112) to the Corrvnissioner of the General land Offioe and one­
half (112) to the owner of the soil. If the shut-In oil or gas royalty Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the tenn of the lease lor a period of one year from the end of the primary tenn, or from the !Wt day of the month following the month in which 
production ceased, and, after that, II no suitable production facilities or suitable marl(et for the oil or gas exists, Lessee may extend the lease for four 
more SUCXl8SSive periods of one (1) year by paying the same amount each year on or before the exPiration of eacn shut-in year. 

15. COMPENSATORY ROYALTIES. II, during the period the lease is kepi in elred by payment of the shut-in oil or gas royalty, oil 01" gas is 
sold and deivered in paying quantities from a wei located within one thousand (1,000) feet of the leased premises and ~ed in the same producing 
reservoir, or in any case in v.ilich drainage is occurring, the right to continue to maintain the lease by payV!g the shut-in ol 01" gas royalty shall a!a5e, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease lor lour more 
successive ~ by lessee paying c:anpensatory royalty at the royalty rate prcMded in the lease of the market value of production from the weD 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 monlhiy, one-half (112) to the Commissioner of the General land Offioe and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. lithe compensatory roya~y paid in any 12-month period 
Is an amount less than the &Mual shut-in oil 01" gas royalty, lessee shaH pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resoun::ea Code 52. 173: t"lowever, at the detennination of the Commissioner, and with the Comrnissionel's written approval, the payment 
of compensatory royallles can satisfy the obligation to driU otlset wells. 

16. RETAINED ACREAGE. NO!Wilhstanding any provision of this lease to the contrary, after a well producing ()(capable of producing oil or 
gas has been~ on the leased premises, c.- shall e-ase the diligence of a reasonably prudent operator in driling such additional weU or 
wells as may be reasonably neoessary for the proper development of the leased premises and In marketing the production thereon. 

(A) VERTlCAL In the event this lease Is In Ioree and elred two (2) years after the expiration date of the primary or extended tenn k shall then 
tenninate as to all of the leased premises, EXCEPT (1) 40 actes surrounding each oil well capable of producing In paying quantities and 320 acres 
surrounding eacn gas wei 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 l.8SIN is then engaged in continuous driUing or reworking operations, ()( (2) the number of acres included In a producing pooled unit 
pursuant to Texas Natural Resouroas 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 lor each such producing well under the rules and regulations of the Railroad Convnission of Texas. or any successor 
agency, or other goverMlBntal authority having jurisdldion. II at any time after the effecllve date of the partial tennination provisions hereof, the 
applicable field ru1ee are dlanged or the well or wells located thereon are reclassified so that less aaaage is thereafter allocated to said well or wells lor 
production purposes, this lease shallhereupon tem'tinate aa to aU acreage not thereafter allocated to said weu or wells for production purposes. 
Notwithstanding the 1ermination of this lease as to 1 portion ol the lands covered hereby, Lessee shaU nevertheless continue to have the right of ingress 
to and egress from the lands stin subject to this lease lor aU purposes desaibed in Paragraph 1 hereof, together with easements and rights-of-way for 
Bldsting roads, existing pipelines and other existing fadlltiee on, over and ac:rtl6S all the lands desolbed In Paragraph 1 hereof ("'he retained lands'), lor 
access to and from the retained lands and lor the gathering 01" transportation of oil, gas and olher minerals produoed from the retained lands. 

e 
True anG Corram 

0 
't' 

• 

IV 1. 



·vo.L. 7 7 6 PL\GE 702' 
• 

r -----------------------------------------------------------------------------------------------. 

.. I • • • • •• 
•••• • • •••• 
• 

• • • • • • •••• . 
•••••• • • 

• 
• •••••• • • 
• •••••• • • 

(B) HORIZONTAL In ltle event lhis lease is in force and etla<:t two (2) years after 1t>e expiration dale of 1t>e primary or extended term ~shall 
further terminate as to all depths below 100 feel below lhe total depth drilled (herelnafter •deeper depths11n each ~I located on aaeage retained In 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as c:on,Jderatlon for this lease (as spedfoed on page 1 hereof). If such amount is paid, this lease shan be in force and e!'lect as to 
such deeper depths. and said termination shan be delayed for an additional period of two (2) years and so long thereafter as oil or gas Is produced in 
paying quantities from such deeper depths c:cvered by this lease. 

(C) IDEIIITIACATION AND FlUNG. The surface aaeage retained hereunder as to each weft shan, as nearly as pnldical, be In the form of a 
square with the wen located In the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thir1y (30) days after partial termination of this lease as provided hereln, Lessee shall exectJte and record a release or releases rontalnlng a satisfactory 
legal desctiptlon of the aaeage and/or depths not retained hereunder. The recorded release, or a certified oopy of same, shall be filed In lhe General 
Land Oflloe. accompanied by ltle filing fee prescribed by the General Land Ofllce rules In e1'lect on the date the release Is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Offtee. then the 
Commissioner at his sole diSCfetion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
lnsbunent a1 Lessee's expense in the oounty or counties where lhe lease Is located and in the ofllclal records of the General Land Office and such 
designation shal be binding upon Lessee for al purposes . 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shan relieve Lessee of his obftgation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent In control of the leased 
premises shall drift as many wells as the fads may justify and shan use appropria1e means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addllion, if ol and/or gas st\Outd be produced in !Xln'V1'1eftial quantities wtlhln 1,000 feet of the leased premises, 
or in any case where the leased premises Is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent In control of the 
leased premises shan in good faith begin the dril ing of a -• or -ns upon the leased premises wtthln 100 days after the draining well or wells or the 
well or wets completed within 1,000 feet d the leased premises start producing in <XlfTlf1'lefti3 quantities and shal proeecute such drilling with diligence. 
Faftura to satisfy the statutory ofrsel obligation may~ this lease and the owner of the sora agency rights to forfeiture. Only upon the detetmlnation 
of the Convnlssloner of the General Land Office and with his written approval may the payment of oompensatory royalty under applicable staMory 
parameters satisfy the ob1lgatlon to drift an offset wen or wells required under this paragraph. 

18. FORCE MAJEURE. If. after a good faith effort. Lessee Is prevented from complying with any express or implied 0011enant of this lease, 
from conducting drilling opera1ions on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, r1ots, 
stJikes, ads of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to ClOI1'lply with such 
0011enant shall be suspended and Lessee shall not be fiable for damages for failure to comply with such covenants; additionany, this lease shall be 
extended while Lessee Is prevented, by any such cause, from conduc:tlt1g drillng and rewor1dng operations or from producing oil or gas from the leased 
premises. However, nothing In this paragraph shall suspend the payment of delay rentals in order to maintain this lease in el!ect during the pr1mary term 
in the absence of such drilling or rewor1dng operations or produc:llon of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If ltle owner of the 8011 defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage. 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the sol. 

20. (A) PROPORTlONA TE REDUCTlON CLAUSE. If the owner of the soil owns less than the entire und'Mded sUiface estate In the above 
desalbed land, whether or not Lessee's interest Is speci1led hereln, then the royalties and rental herein provided to be paid to the owner of the soil shan 
be paid to him in the proportion which his interest bears to the entire undMded surfiloe estate and the royalties and rental hen!in provided to be paid to 
lhe Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Cormllssloner of the General Land Ollloe, Lessee or his authollud rep~eSenta!Ne must submH to the Commissioner of the 
General Land Office a wr1tten statement which ~ the discnJpancy ~ the interest purportedly leased under this lease and the adual interest 
O'Moed by the owner of the soil. The Commissioner of the General Land Oftloe shan be paid the value of ltle v.Mfe production allocable to any undMded 
Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest However, In no eo<ent shall 
the Commissioner of the General Land Ollloe ~ es a royalty on the grcea prod udlon alloclble to the undivided Interest not leased an amount less 
than the value of one-elxteenth (1/16) of such gross production. 

(B) REDUCTlON OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease Is Included within the boundaries 
of a pooled unit tha1 has been approved by the School Land Board and the owner of the soil in accordance with Natural Resourt:ea Code SedJons 
52.151-52.154. or if, a1 any tme after the expiration of the primary term or the extended term, this lease c:overs a lesser number of aaes than the total 
amount desailed herein, payments tha1 are made on a per aa11 basls hereunder shall be reduced according to the mmber of aaes pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per aae basis under the terms of this lease during the primery term shan be 
calcutated based upon lhe number of aaes outslde the boundaries of a pooled unit, or. if after the expiration of the primary term. the number of aaes 
adUally retained and covered by this lease. 

21. USE OF WATER. Lessee shaH have the right to use water produced on said land necessary for operations under this lease except water 
from wens or tanks of the owner of the soil; provided, hc7.Never, Lessee shan not use potable water or water suitable for livestock or irrigation pull)OSeS 
for waterftood operations without the pr1or consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee a hall pay the owner of the soli for damages caused by its operations to all personal property, 
improvements, ivestoc:k and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil. Lesaee shall bury its pipelines beiaw' plow depth. 

24. WELL LOCATlON UMIT. No well shan be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal we~ands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contaminaticin. 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 Uvestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and celanl and completely clean up the driiNng site of all rubbish 
thereon. Lessee shall, while oonduding operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cupe or gaibage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, induding the right to draw and remove casing, within one hundred twenty (120) days alter the expiration or the 
termination of this lease unless the OWilef of the soil grants Lessee an extension of this 120-day period. HIM'I!ver, 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 alter thiny (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

'Zl. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the lights 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, sucoessors 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 eflediveness of any payment made by Lessee or impair the effectiveness of any 
act perlormed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose untilthiny (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfadory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of suCh original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several OWilerS ratably, acoording to the area of each, and fa~ure 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; h!M'ever, if the assignor or assignee does not file a certified 
copy of such assigMleflt in the General Land Ollioe before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all lights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, lnduding any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT UMITA noN. Notwithstanding any provision in Paragraph 27(a). if the owner of the soil acquires this lease In whole or in 
part by assigMleflt without the prior written approval of the Commissioner of the General La.nd Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfe~ed by the Commissioner. An assignment will be treated as if It were made to the owner of the soil if the 
assignee is: 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in 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 soi; 
(6) a fiduciary for the C1NOer of the soit including but not limited to a guardian, trustee, executor, administrator, receiver, or conseiVator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the C1NOer of the soU by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
C1NOer of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be rer~aved of aU subsequent obligations as to acreage surrendered. If any part of this lease is propeny 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 wil not relieve Lessee of any liabilities which may have aa:rued undef this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
~ in ~county where the land is situated, and the recorded Instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county 1n wh1ch the instrument Is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any suCh assignment is not so filed, the lights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Offioe. 

. 30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lesaibed land have been included In this instrument, 
lndud1ng the statement of the true consideration to be paid for the execution of this lease and the lights and duties of the parties. Any collateral 
agreements c:onoeming the deve1opment of oil and gas from the leased premises which are not contained in this lease render this lease Invalid. 

31. Flf?UCIARY DUTY. The owner of the soil O\¥es the State a fiduciary duty and must fully disclose any facts aflecling the State's interest in 
the leased prem1ses. When the lnteresta of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's 
Interests before his personal interests. 

. 32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thiny days after~ becomes due, or If Lessee or an 
authonzed agent should knowingly make any false return or false report concerning production or driiUng, or if Lessee shall fail or refuse to drill any 
offset we1.1 or wells in good faith as required by law and the rules and regulations adopted by the Convnissioner of the General Land Office, or if Lessee 
should fall to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the SchOOl 
Land Boa~. or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to give eotreet infoonation to the proper authority. or knowingly fail or refuse to furnish the General 
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Land 0t11oe a coo-ed log of w:ry wei, or if Lessee shall knowingly';.llolate any of the material provisions of this lease, or If this lease is assigned and the 
assignment is nOI filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Coo 1 • 1 lis8ioi oe . BOd he ahaR forfeH same when suflldently infonned of the fads which authorize a forfeiture, and when forleited the area shall again be 
subject to Ieese under the lemls of the Relinquishment Act. However, nothing herein shall be conslrued as waiving the automatic termination of this 
lease by opet3tion of law or by reason of any spedallimhation arising hereunder. Forleitures may be set aside and this lease and all rights thereunder 
n!insta!ed befoll! the rights of another lnte<Vene upon satisfadory evidence to the Ccmmlssloner of the General land Olfice of Mure compliance with 
the provisions of the law end of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In BCCOitlance with Texas Natural Resoun:es Code 52.136, the State shall have a first lien upon an oil and gas produced from the 
area covered by this lease to serure payment of all unpaid royally and Olher sums of money that may become due under this lease. By acceptance of 
this lease, Leseee grants the State, in addition to the lien provided by Texas Natural Resoun:es Code 52.136 and any Olher appi'IC8ble staMory fiBrl, an 
express contractual lien on and aecurity Interest in all leased minerals In end extracted from the leased premises, all proceeds which may aocrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all llxtures on and irroprovements to the 
leased p<emises used in connedlon with the production or processing of such leased minerals in order to serure the payment of an roya~ies or other 
amounts due or to become due under this lease and to serure payment of any damages or loss thBI Lessor may autrer by reason of Lessee's breach of 
any 0011en8nt or condition of this lease, whether express or lmpfled. This lien and seo.Jrily interest may be fonsdosed with or without court proceedings In 
the manner provided in the Tltle 1, Chap. 9 of the Texas Business and Commeroe Code. Lassee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this roan. 'Lessee hereby represents that there 
are no prior or superior liens arising from and relating to ~·s actMtles upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any tine detelmlne thBI this representation Is n01 true, then the Commissioner may declare thls lease folfelted as provided 
herein 

34. POOLING. Lessee ill hereby gran1ed the right to pool or unitize the royally interest of the C7Nnet' of the soU under this lea9e with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or elthef of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Offioa for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the Inclusion of this provision in this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State ofTexas and the owner of the soil, their olllcers, employees, partners, 
agents, contractors. suboontrac:tors, guests, invitees, and their reepec:tllie suooesaors and assigns, of and from an 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 of!icers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased p<emises hereunder, or that may ariee out of or be ocx:asloned by ~·s breadl of any of the terms or provisions of this 
AgreernenL or by any ottl8f negligent or strictly liable act or ornisalon of~. 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 of!icers, em~ and agents, their suc:c:essors or assigns, against any 
end all claims, Aabirlties, losses, damages, actions, personal injury (Including deBih), costs and expenses, or other harm for which reoovery of damages 
Is sought, under any theory Including tort, contract, or strict liability, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's faRure to comply with any end an environmental laws; those arising 
from or in any way related to L-'s operations or any Olher of Lessee's adMtles on the leased premises; lho$e arising from Lessee's use of the 
surface of the leased premisea; and those thBI may arise out of or be ooc:asioc led by Lessee's breadl of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, otnoers, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respective suooesaors and assigns. Each essig..- of this Agreement, or an interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold harmless the State of Texas BOd the C7Nnet' of the soil, their of!icers, !!fl'1lloyees, and agents in the same manner provided above In oonnection with 
the activities of Lessee, its otnoers, employees, and agents as desalbed above. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREIN, AU OF 
THE INDEMNITY OBUGA nONS ANDIOR UABILmES ASSUMED UNDER ll-IE TERMS Of ll-IIS AGREEMENT SHAU BE WITHOUT LIMITS AND 
W ITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILiiY, 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. ~shall use the hlgr-t degree of care and aU re.onable safeguards to prawn! eontamlrwtlon or 
pollution of any environmental medium, Including aoil, elnflloe -..., grounctw.tef, sedlmenta, end slnflloe or eubeurfllce-. am~ air or any 
C>CMr envi1'0111Tl8f1tl11 medlu'n In, on, or under, the 1-.d pNniMa, by eny - · pollutant. or cont.mlnant. laeMe shlll1 not bring or pennlt to .........., on 
the 1-.d Jnm'-...., aat.eato. oonlillnlng ..-w.. ·~toxic..--... Of'~ regutlllld- '-Uoue-. '-'dola ..-.... 
hazardota ~ I• the l8nn "Haanloue Subnnce" le defined In the Compehel.t .. ErMronmentlil AliepoMe, Compensation and IJablllty Act 
(CERct..A), 42 U.S.C. Sec1lone 91101, et aeq.), or toxic eut.t.nce. under any feder81, .-, or local l.w or regulation (''Hazardota Matlerlals1, except 
ordlray products commonly 1-.:1 In connecllon w4lh oland g-. explcntlon and ~It oper8llorw and Roted In the _.. manner and qt*11111ee. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, UABILITlES, AHD COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF AHY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WTT1i 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 IMMEDtA TEL Y 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 
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37 .APPLICABLE LAW. This lease is issued under lhe provisions ol Texas Natural Resources Code 52.171 through 52. 190, commonly 
known as lhe Relinquishment Act, and other applicable statutes and amendments lhefeto, and d any provision in this lease does no1 confOOTI to these 
statutes, lhe slalUles IMI prevail 01181 any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknow1edged by lhe Lessee before it is r•ed o1 record 1n lhe county recordS and 
in the General Land OffiCe ol the State at Texas. Once the fiflng roquirements lound in Paragraph 39 olthis lease have been satisfied, the effectiVe date 
olthis lease shall be the date lound on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed ol 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 tiled In the General Land 
Ottice. This lease is not eltectlve until a certified copy at this lease (which is made and certified by the County Clerk from his records) is filed 1n the 
General Land Office in accordance IMth Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless 11 
recites the actual and true consideration paid or promised for execution olthis lease. The bonus due the State and the prescnbed filing tee shall 
accompany such certified copy to lhe General Land Office. 

ADDENDUM PROVISIONS - #40 thru #4 1 

40. CONTlNUOUS DEVELOPMENT. After the expiration of the pMiary term, and noiWithStanding paragraphs 16 (A) and 16 (B) above and 
any other provision;, this lease to the contrary. no portion of 1hls lease will term nate K Lessee continues to drid a well (or wells) anyvonere on the teased 
premises IMth no more than t 80 days between the release of the drilling rig on one well and the commencement or actual drilling operatiOns on a 
s~equent weM (hereinafter refooed to as •continuous dr~llng·). Upon the cessation of contnuous driq this lease shall terminate In acco1dance With 
the Olhet relevant provisions heron. ff, hOwever, Lessee has flied With the Texas Railroad Commi$Sion, no later than 60 days pnor to the exp~tatlon ol 
the said 180-day period, aN requishe applications to dnlthe next well;, 1he contnuous drilling program, and Lessee is unable to proceed With dnlong 
~ authorization by the Texas Adroad Commission. 1hen Lessee Shal be aNoWISd such additional tme as may be reasonably necessary to obtain 
1he authorization and therealtef spud the st.bsaquent wet 

41. DELAY RENTALS. As stipUlated In Paragraph 113 ollhls tease, the rentals for thiS lease have been PAID-UP for the second (2"') and 
third (3"} years olthe pMiary term hereof. Lessee or its assi!Jls Sh8U heve the riglt 10 keep this lease on Ioree and etrec1 lor the lour1h (4') and tilth (5') years ol 
the prrnary term provided for heron by tendering a payment or three hundred twenty IIVB dollars ($325.00) per net acre prior to September 27, 20t0, as to 
any acreage covered hereby and not otherwise being maintained by any other provision heren at SUCh time • 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC. 

fi · Ji 
ev:a:kr~~ 
Tltle: PRESIDENT 

Date: It> . 4. o'l 

STATE OF TEXAS 

~ '6o.M~ 
BY: DIANE KAY GRANT () 

lndvfdually and as agent tor the State ol Texas 

Date: \o - 3- o 'l. 

0
Tre 

0 
~ 
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STATE OF TEXAS 

COUNTY OF ATASCOSA J 

BEFORE ME, the undersigned authOrity, onthls day personally appeared CINDY G. MERCER. known to me to be the person whose name Is 

subscribed to the foregoing lnstn.ments as President of Pinnacle Land Servlces, Inc. and acknowledged to me that she executed the same lor 

the purposes and consideration therein expressed. In the capacity stated, and as the act and deed of saki corporation. 

r I \-1. OC.TO~~ !'IS 
Given under my hand and seal of office this the _'t __ -_ day of~. 2007 . 

STATE OF OREGON 

COUNTY OF WASHINGTON 

BEFORE ME, the undersigned authOrity. on this day personally appeared DIANE KAY GRANT, knOwn to me to be the person whose name Is 

subscribed to the foregoing Instrument. and acknOwledged to me that she executed the same for the purposes and consideration therel'l 

expressed. ow 
Given under my hand and seal of office this lhe~ay of~~. 

FILE# 4478 

• 

OFACIALSEAL 
NANCY J WATTS 

NOTARY PU8UC-OREGON 
00161SSION NO. ot02641 

llt:O ll O.DPIIIIN'A1.1UOIO 

., I"!!IfaaOIIRllR WIIICit IUI1!IIII'S nt: Soil£, IIBml. 
Oltallf m£ OUtJII8[I) f!EALI'IIOrun II£CAUSE OF trult 
GilliG IS IMUD llll IIIOIRIIUMI.11.u IUIOM. 
lAIJ 

PILED POR RECORD OIW 'l'REc_____::3:._0:...:TH::..=.... __ DAT OP ___ O_C_T_O_B_E_R ___ _ .A. D . 2007 11:3.2 A.lf. 

DULY RECORDED ON~ 5TH 
~- ,, . 

BY: =j !. ~ Q ~ 1 1_/ 
.;;: iC!- -

NOVEMBER 10·00 A DAY OF ___________ .A. D. 2007 • • H. 

DEPUTY DIARIIK 0. FLOR.EZ • COURTY CLKitJ:: 
RKEVES COUIITY • TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregoing IS a full, true and correct photographic copy of the 
ong1nal record now in my lawful custody and possession. as the sallJl! is 
filed/recorded 1n the puQI.I~r~rds of~ oH~-fCX"d 10 VOL 77b . 
PAGE.Q21L THRU /Ub 0¥FliUXbR.b!!B~ 

~·~.., lherebycertihedon_ill0 7 / 2 007 __ 

p~ ~ l \ DIANNE 0. FLOREZ, COUNTY CLERK 

t ~~ J R~VESCOUNTY S 
"'~ . "'~ ru.M ·.r1;~-~u,-,o•~~,... 8 --~ EPUTY 
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Gtntrallond Olllce 
Rellnqulahment Act L•••• Form 
Rtvltll<! , September 1!97 

~usttn, 'Oeexas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered inlo this 15" day of September, 2007, between the State ofTexas. adlng 

by and tlv'Oilgh Its agent PATRICIA L HARRIS a married woman dea!ino in her sole and seoarate D!O!)ef1y. of 4()625 N. GANDLEWXCK lANE 
ANTHEM ARIZONA 65026, said agent herein referred to as the CfoNOef of the soil (whether one or more), and PINNACLE L.AND SERVICES. INC BOX 
991 PI.EASANTON. TEXAS 78064 hereinafter called Lessee. 

1. GBANTlNG 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, !he State of Texas adlng by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for 
!he sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe noes, building tanks, storing oil and building power 
stations, telephone lines and other sttvctures thereon, to produce, save, take care of, treat and transport said prodUds of the lease. the following lands 
situated In ~County, State ofTexas. t<>-Wit 

Sedlon 116, Jlbslrac:t 2472. Blod< 57, Public School Lands Survey. 

oontalnlng 640.00 acres, more or less. The bonus CXlOSideratlon paid for this lease Is as folloy,os; 

To the Stale of Texas· ONE THOUSANQ THREE HUNQREQ OOLl,ABS ANQ 001100 

($1,300.00) 

To the 0\Mlet'S of the soil: ONE THOUSAND THREE HUNDRED OOLLABS AND 001100 

(S 1,300.00) 

Tocal bonus oonsidelation of TWQJHOVSAND SIX HUNDRED DOLLARS AND 001100 

($2,600.00) 

The total bonus c::onsidefation paid represents a bonus ,.,ofwTH.!.WR""E"'E.uH""UJ.lN"'DR""E!S!DLJ..CTWE!..!.ILNTYI.1J,.,;wEIYECJ..XJ'"------------ -----­
Dollars ($325.00) per acre, on II..QQQQ!l!l net aaes. 

2. TERM Subject to the other provisions in this lease, this lease shall be for a term of FNE years from 
this date (herein called "primary term'1 and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. A:l used 
In this lease. the term "produced In paying quantities" means that the reoeipts from the sale or other authorized commercial use of the substance( a) 
covered exceed out of pocket operational expenses for the six months last pasl 

-
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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, lhis lease shalltenninate, 

unless on or before such anniversary date lessee shall pay or tender to the owner of the soil or to his aed~ in the-----------­

Bank. at PAY DIRECTLY TO lliE (MINER Of lliE SOIL 
or its successors (which &hall oontinue as the depository regardless of changes In the ownership of said land). the amount specified below; in addition 
le65ee shall pay()( tendef' to the COMMISSIONER OF THE GENERAL LAND OffiCE Of THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like 5001 on 
01' before said date. Paymenls under this paragraph &hal operate as a rental and shall OOVef the privilege of defening the oonvnenc:ement of a wei for 
one (1) year from said date. Payments under this paragraph &haU be in the following amounts: 

Tothe~ofthe~ __ S~E~E~AP~PE~N~OU~M~~~~-----------------------------------------
Ootlars ($ ____ ..JI 

To the State ofTexas: 

Dollars ($ ____ ...... 1 

Total Delay Rentai·----------------------------­

Oollars ($ --------'1 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred f()( successive periods of one (1) 
year each during the primary tenn. AJ1 payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or its sucoessor bank) should 
oease to exisL suspend business. liquidate, fail or be sucoeeded by another bank, or f()( any reason taU or refuse to a<X>ept rental. Lessee shall not be 
held in defauh for failure to make such payments or tenders of rental until thirty (30) days after the owner of the SOtl shaH deliver to Lessee a proper 
re<Xlldable instrument naming another bank as agent to reoeive such payments or tenders 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for In this lease to the Commissioner of the General Lend Offioe of the State ofT exas, at Austin, T exes, and 00&-half ( 112) of such royalty to the , 
owner of the soi: 

(A) OIL Royalty payable on oil, which is defined as Including all hydrocarbons produoed in a liquid form at the mouth of the well and also as 
aU oondensate. distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equiprnenL as hereinafter provided. !

1
. 

shan 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 Oflioe, such value to be determined by 1) the highest posted prioe, plus premium, W any, offered or paid for oil, condensate, distilate, or other liquid 

1 hydrocarbons, respectively, of alike type and gravity In the general area where produced and when run, or 2) the highest mar1\et prioe thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, v.tlic:heYef is the greater. Lessee agrees that before 1. 
any gas produced from the leased premises is sold, used or prooessed in a plan~ ~ wm be run free of <X>St to the royahy owners through an adequate oil I' 
and gas separator of <X>nventional type, or other equipment at least as eftic:ienL so that aU 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 wnting, by the royalty owners upon 
such terms and conditions as they presaibe. 

(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, produoed from any well on said land (except as provided herein wrth respect to gas processed in a plant for 
the extradion of gasoline, rquid hydrocarbons or other products) shaU be~ ___ pan of the gross production or lhe mari<et value thereof. at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest mari<et price paid or of!ered for 
gas of comparable quality in the general area where produoed and when run, or the gross prioe paid or offered to the producer, whic:he'ler is the greater, 
provided that the ITIIIXImum pressure base in measuring the gas under this lease &han not at any time exceed 14.65 pounds per square 1nch absoiU1e, 
and the standard base temperature shall be sixty (60) degrees fahrenheit. corredion to be made for pressure according to Boyle's Law, and for specific 
gravity a<X>ording to tests made by the Balanoe Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extrBGied or the mari<et value thereol, at the option ol the owner 
of the soil or the Commissioner of the General Land Oflioe. AJI royalties due herein shall be based on one hundred peroent (100%) of the total plant 
production of residue gas allributable to gas llfoduoed from this lease, and on fitly peroent (50%), or that percent aa:ning 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. subsidiaty or af!iiate) owns an intere&L then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third pany processing gas through such plant under a processing 
agrooment negotiated at arm's length (or if there is no such third party, the highest peroent then being specified In prooesslng agreements or <X>nlracts In 
the lndustsy), whichever is the greater. The respedlve 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 the general area, or 2) the gross prioe paid or offered for such residue 
gas (or the weighted average gross sening prioe for the respective grades of liquid hydrocarbons), whichever is the greater. In no evenL however. shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produoed or manufactured from gas (exoepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating, burning or any other processing shall be~ _ _ pan of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Cornrnissloner of the General Lend Office, 
such rnari(et value to be determined as folows: 1) on the basis of the highest market prioe of each product for the same monlh in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the aame rnonlh in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. Duling 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 shan 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 totalaMual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amounl then for the purposes of this 
paragraph, the delay rental amount shal be one dollar ($1 .00) per aae 

True and Correct 

I 

I 
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6. ROYALTY IN KINO. Nolwithstanding any other provision In this lease, at any time or from time to time. the owner of the soil or the 
Convnisslonef of the General ~.and Olllce may. at the optlon of either, upon not less than sbdy (60) days notice to the holder of the lease, require that the 
payment of any royalties aa:ruing to such royalty owner under this lease be made In kind. The owner of the soil's or the Convnisslonef of the General 
Land Ofllce's right to take its royalty In kind shan not diminish or negate the owner of the soira or the Commissioner of the General Land Olllce'a rights 
or Lessee's obligations, whether express or implied, under this lease. 

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

a PlANT FUEL AND RECYCLED GAS. No royalty shal be payable on any gas as may represent this lease's propoltlonate share of any fuel 
used to process gas produced hereunder In any processing plant Notwithstanding any other provision of this lease, and s~ to the wrttten consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injedlon Into any oil or gas producing formation undel1ying the leased premises after the liquid hydrocarbons contained In the gas have been removed; 
no royaHies shall be payable on the recycled gas until it Is produced and sold or used by Lessee In a manner which entitles the royalty owners to a 
royalty under this lease. 

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

Payment of royalty on production of oil and gas shan be as provided In the rules set forth In the Texas Register. Rules currently provide that royalty on oil 
Is due and must be received In the General Land Offloe on or before the 5th day of the second month suooee<fiiiQ the month of production, and royalty 
on gas Is due and must be receiYed in the General Land Office on or before the 15th day of the second month sua:eeding the month of production, 
accompanied by the affidavit of the <7M'lef, manager or other authorized agent, oompleted in the form and manner prescribed by the General Land Ofllce 
and showing the gross amount and disposition of aU oil and gas produced and the market value of the oil and gas, together with a CtJf1Y of aft docunents, 
recoo:fs or reports confilTTling the gross production, disposition and market value Including gas meter readings. pipeline receipts, gas line receipts and 
other che<:ks or memoranda of amount produced and put Into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or recoo:ts 
which the General Land Office may require to verity the gross productlon, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed In the General Land Oflice. Each royalty payment shall be aooornpanled by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shal accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shaD accrue interest at a rate of 12% per year, such interest wil begin to acx:rue when the royalty Is sbcty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which Is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear an responsibitity for paying or causing 
royalties to be paid as presaibed by the due date provided herein. Payment of the definquency penalty shall in no way operate to prohibit the State's 
right of forfe~ure as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fum ish the Commissioner of the General Land Ofllce 
with ns best possible estimate of oil and gas reserves under1ying this lease or allocable to this lease and shan furnish said Comrnls$1oner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering Into or making such contrads, agreements or amenanents. Such contracts and agreements when received by the General Land Ofllce shal be 
held In confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and recoo:ts pertaining to the production. 
transportation, sale and marketing of the oil and gas produced on said premises, inducf1119 the books and accounts. receipts and d'ISCharges of al wens. 
tanks. pools. meters. and pipelines shall at all limes be subject to lnspectlon and examination by the Commissioner of 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, workover, re-entry, temporary abandonment or plug and abandorvnent of any wen or 
wells. Such written notice to the General Land Office shan include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Offloe 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 weU on the leased premises and that are submitted to the Texas 
Railroad Commission or any other govemnnental agency shaD include the word "State• in the title. Additionally, in aa:ordance with Ralroad Corrvnission 
rules, any slgnage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word •state.· Lessee shan supply the General Land Office with any recoo:ts, memoranda, accounts, reports, cuttings and ooras, or other 
Information relative to the operation of the above-described premises, which may be requested by the General Land Office. In add'rtion to those herein 
eJcpressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-11ole 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 transm~ a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee 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 effective on the date when the materials were due In 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary tenn hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and after lhe discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shan not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided In this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be oornpieted and abandoned, or the production of oU or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
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production in paying quantities at the e)(Jllration of the primary term, Lessee may maintain this lease by conducting additional drilling or rewo!klng 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production undef Paragraph 13. Shoukl the first 
-a or any subsequent -a drilled on the above described land be oompleted as a ahuHn oil or gas weU withln the primary tenn hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas weU and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a ahut~n oil or gas well is located on the leased premises, payments may be made In acoon:lance 
with the shut~n provisions hereof . 

12. ORIWNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produoed on said land, but Lessee Is then engaged In driniog or rewondng operations thereon, this lease shal remain in force so long as opefations on 
said wen or for drilling or rewofiUng of any additional wens are prosecuted in good faith and in workmanlike manner without lnterruplions totar1119 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 produoed 
In paying quantities from said land, or payment of shut-in oil or gas wen 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 fuU force and effect for so long as such operations continue in good 
faith and in workmanlike manner without intemJptions totaling more than sixty (60) days. If such drilkng or reworking operations result In the production 
of oil or gas, the lease shaD remain In fuU force and effect for so long as oil or gas is produoed from the leased premises In paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royaltie$ is made as provided herein or as provided by law. If the dnlling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking 
open~tions within sixty (60) days after the oompletion of the wei as a dry hole, and this lease shaU remain in effect so long as Lessee oontinues drillng or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shell give written notlce 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "weir' means any weU that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained In force and effect. a well capable of producing oil or gas In paying quantities Is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production 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 amoun~ then for the purposes of this paragraph, the delay rental amount shaU be one dollar 
($1.00) per acre. To be effective, each Initial shut-in oil orgas royalty 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 c:anpletes a drilling or reworl<ing operation In aocordanoe 
with the lease provisions; whichever date is latesl Such payment sheD be made one-half (112) to the Convnissioner of the General Land Office and one­
half (112) to the owner of the soil. If the shut-in oil or gas royalty Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the rlt1;t day of the month following the month In which 
production ceased. and, after that, if no suitable production facilities or suitable mari<et for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept In effect by payment of the shut-in oil or gas royalty , oil or gas Is 
sold and delivered in paying quantities from a weU 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 oo::uning, 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 ma1ntain the lease for four more 
suc:oessive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the weD 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 oniHlalf (112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-fflonth period 
Is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thiny (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest In accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided In 
Texas Natural Resources Code 52.173; however, at the determination of the Convnissioner, and with the Commissionet's wntten approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary. after a weU producing or capable of producing 0<1 or 
gas has been completed on the leased premises, Lessee shaU exen::lse the diligence of a reasonably prudent operator in drilling such additional weU or 
wens 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 tenn ~ 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 drining or rewoOdng operations, or (2) the number of acres included in a producing pooled un~ 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for prodUdion 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the wei or wells located thereon are reclassified so that less acreage is thereafter aUocated to said wei or wells for 
production purposes, this lease shal thereupon terminate as to aU aaeage not thereafter aUocated to said wei or wens for production purposes. 
Notwithstanding the tennination of this lease as to a portion of the lands covered hereby, Lessee shaU nevellheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
eldsting roads, existing pipelines and other existing facilities on, over and across aH the lands desaibed 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 produoed from the retained lands. 
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(B) HORIZONTAL In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term~ shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper depthsj In each weU located on acreage retained In 
Paragraph 16 (A) above. unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originany paid as consideration for this lease (as specified on page t hereof). If such amount Is paid, this lease shan be In force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas Is produced In 
paying quantities from such deeper depths oovered by this lease. 

(C) IDEIIIT1FtCAT10N AND FlUNG. The surface acreage retained hereunder as to each wen shaft, as nearly as pradlcat, be In the form of a 
square with the wen located In the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, lessee shal execute and record a release or releases containing a satisfadory 
legal ~ of the acreage and/or depths not retained hereunder. The recorded release, or a oertffied copy of same, shal be filed in the General 
Lsnd Office, accompanied by the fihng fee presaibed by the General Land Office rules in effect on the date the release Is filed. If lessee teas or refuses 
lo execute and record such release or releases within ninety (90) days after being requested to do so by the General land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
Instrument at lessee's expense In the county or counties where the lease Is located and in the official records of the General land Office and such 
designation shaft be binding upon Lessee for al purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. lessee, sublessee, receiver or other agent in control of the leased 
premises shan dnlt as many wens as the facts may justify and shan use appropriate means and drill to a depth necessary to prevent undue drainage of 
011 and gas from the leased premises. In addition, if oil and/or gas should be produced in convnertial quantities within 1,000 feet of the leased premises, 
or In any case where the leased premises Is being drained by production of oil or gas, the lessee, sublessee, receiver or other agent in control of the 
leased premises shaft In good faith begin the driling of a wen or wells upon the leased premises within 100 days after the draining wei or wells or the 
wen orwelscompleted within 1,000 feel of the leased premises start producing In commerdal quantities and shaft proseo.rte such dtitlngwlth diligence. 
FaHure to satisfy the statutory offset obi'IQation may subject this lease and the owner of the soirs agency rights to folf~re. 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 staMory 
parameters satisfy the obligation to driQ an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good fa~ eff011, lessee Is prevented from complying with any express or Implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from produdng on or gas from the leased premises by reason of war, rebellion, riots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, lessee's obl'19ation to comply with such 
covenant shall be suspended and lessee shall not be liable for damages for faHure to comply with such covenants; edditionally, this lease shall be 
extended while lessee Is prevented, by any such cause, from conducting drilfing and rewol1<ing operations or from producing oil or gas from the leased 
premises. However, nothing In this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drifting or reworldng operations or production of oil or gas. 

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

20. (A) PROPORTIONATE REDUCTlON CLAUSE. If the owner of the soil owns less than the entire undivided surface estate In the above 
described land, whether or not Lessee's Interest Is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shan 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the Generai land Office of the State of Texas shall be hkewise proportionately reduced. However, before l essee adjusts the 
royalty or rental due to I he Commissioner of the General land Office. lessee or his authorized representative must subm~ to the Commissioner of the 
General land Office a written statement which explains the disa'epency beMeen the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soi. The Commissioner of the General Land Office shaD be paid the value of the whole production allocable to any und'Mded 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided Interest However, In no event shaD 
the Commissioner of the General Lsnd Office receive as a royalty on the gross production allocable to the undMded Interest not leased an amount less 
than the value of one-sixteenth (1116) of such gross production. 

(B) REDUCT10N OF PAYMENTS. If, during the prinary term, a portion of the land covered by this lease is lnduded within the boundaries 
of a pooled unit that has been approved by the School land Board and the owner of the soil in aocordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shaft be reduced aa:ording to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled un~. or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wefts or tanks of the owner of the soil; provided, however, lessee shan not use potable water or water s~ble for livestock or inigation purposes 
for watertlood operations without the prior consent of the owner of the soil. 

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

23. PtPEUNE DEPTH. When requested by the owner of the SOil, lessee sha• bury its pipelines below plow depth. 

24. WElllOCATlON 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 soi. 
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25. POLlUTION. In developing this area, Lessee shall use the highest degree of care and an proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of ooastal weUands, natural waterways. rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use aa means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsille for aU 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 ~vestock against loss, damage or Injury; and upon 
~ or abandonment of any wei or wels, Lessee ahal Nl and liMll al slush pits and oe1ats and complelely dean up the drilling sb of a1 nilbish 
thereon. Lessee ahal, while oonducmg operations on the leased premises, keep saki premises fi'ee of aD rubbish, cans, bottles. paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable . 

26. REMOVAL OF EQUIPMENT. SUbject to limitations in this paragraph, Lessee shan have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, lnduding 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 soil grants Lessee an extension of this 12Q.day period. However, Lessee may not remove casing from 
any well capable or producing oil and gas In paying quantities. Additionally, Lessee may not drew and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner or the soil. The owner or the soli shal 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 condotions cont81ned In this paragraph and Paragraph 29 of thiS lease. the nghts and estates of either 
party to this lease may be assigned, in whole or in pan, and the provisions of this lease shaM extend to and be binding upon their heirs, devisees, legal 
representaiJVeS. successors and assigns. However, a change or dovlsoon in ownership of the land, rentals. Of' royallles will not enlarge the obligations of 
Lessee. diminish the rights, privileges and estates of Lessee, impair the effediveness of any payment made by Lessee or ompair the elfeciJveness of any 
ad performed by Lessee. And no change or division In ownership or the land, rentals, or royalties shaD bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs. devisees. legal representatives or assigns) furnishes the Lessee With satisfactory written evidence or the change 
in ownership, Including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because or a 
conveyance. A total or partial assignment or this lease shall, to the extent or the Interest assigned, relieve and discharge Lessee or all subsequent 
obligations under this lease. If this lease is assigned in Its entirety as to only part of the acreage. the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area or each, and failure by one or more of them to pay his share or the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are tlrnely paid or tendered; however. if the assignor or assignee does not fole a certified 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shaU succeed to aU rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee or the lease. induding any liabilities to the State lor unpaid royalties. 

(B) ASSIGNMENT UMITATlON. Notwithstanding any provision in Paragraph 27(a), If the owner or the sool acquires this lease In whole or In 
part by assignment without the prior written approval of the Commissioner or the General Land Office, this lease is VOtd as or the time of assignrnent and 
the agency power of the cmner may be forfeited by the Commissioner. An 8SSlgnment wiU be treated as of II were made to the owner of the soil of the 
assignee is. 

(1) a nominee or the owner or the soli; 
(2) a corporation or subsidiary in which the owner or the soil is a principal stockholder Of' Is an emplOyee of such a corporation or subsidiary; 
(3) a partnership In which the owner or the soil is a partner or is an employee or such a partnership; 
(4) a principal stodlholder 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 soil; 
(6) a fiduciary for the owner or the soil; including bu1 not limited to a guardian, trustee, executor, administrator. receiver, or conservator lor the 
owner of the soil; or 
(7) a farnUy member of the owner of the soil or related to the owner of the soil by marriage, blood. or adoption. 

28. RELEASES. Under the condotions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner or 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 rerleVed or all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered, the 
delay rental due under this lease shaD be reduced by the propol1ion that the surrendered aaeage bears to the aaeage which was oovered by this tease 
immediately prior to such surrender; however, such release Wll not retieve Lessee of any iabilities which may have accrued under thiS lease prior to the 
surrender of such aaeage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If all or any part or this lease is assigned Of' released, such assignment or release must be 
recorded In the oounty where the land is situated, and the recorded ilstrument, or a copy of the reoorded lnsiiUTlent certified by the County Cieri\ of the 
county in which the Instrument is recorded, must be filed in the General Land Office within 90 days or the last execution date accompanied by the 
prescribed filing lee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the optlon or the 
Commissioner or the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-<lescnbed land nave been lnduded In this Instrument. 
including the statement of the true consideration to be paid lor the execution or this lease and the rights and duties of the parties. Any collateral 
agreM~ents concerning the development or 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 soil owes the State a fiduciary duty and must luUy disclose any facts affecting the State's interest in 
the leased premises. When the interests or the owner of the soil conflict with those or the State, the cmner of the sod is obligated to put the State's 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall tail or refuse to make the payment of any sum within thirty days alter h becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning productlon Of' driiUng, or ~ Lessee shall fail Of' refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Corrvnlssioner or the General Land Office, or If Lessee 
should ran to file reports In the manner required by law or tail to oornply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or~ Lessee or 
an authorized agent should knowingly tail or refuse to give correct lnlormaUon to the proper authority, or knowingly tail or refuse to furnish the General 
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land Office a cooed log of any weU. or if Lessee shaD knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed In the General Land OffiCe as required by law, the rights acquired under this lease shall be subject to forfeHure by the 
Commissioner, and he shal forfeit same vmen sufllc:ienlly informed of the fads which authorize a forfeiture, and vmen forfeited the area shall again be 
subject to lease under the terms of the Reronqulshment Act. However, nothing herein shall be conslnled as waiving the automatic tennination of this 
lease by ope<ation of taw or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfadory evidence to the Commissioner of the General Land Oflice of future c:ompfl8nce 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 Hen upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acx:eptance of 
this lease. Lessee grants the State, In addijion to the lien provided by Texas Natural Resouroes Code 52.136 and any other applicable staMory lien, an 
express oontractualllen on and security Interest In all leased minerals In and extracted from the leased premises, all proceeds which may aCCtUe 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 
teased premises used In oonnection with the production or processing of such leased minerals in order to secure the payment of an 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 oovenant or oondition of this lease, whether express or imprled. This lien and security interest may be foredo5ed with or without oourt proceedings in 
the manner provided In the Title 1, Chap. 9 of the Texas Business and Comrnefte Code. Lessee agrees that the Commissioner may require Lessee to 
execute and reoord such lnstnments as may be reasonably necessary to ad<rl<7Medge, attach or perlect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to lessee's activities upon the above-desaibed property or from Lessee's ac:quisltion of this lease. 
Should the Commissioner at any time determine that this representation is not true. then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty Interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or un~illng of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision In this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State ofTexas and the owner of the soli, their officers. employees, partners, 
agents. oontraelors. subcontractors, guests. lnvijees, 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 reoovery of damages Is sought, Including, but not limhed to. all tosses and 
expenses which are caused by the activities of Lessee, its ofl\cefs, employees, and agents arising out of, Incidental to. or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable Bel 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 ollicers. employees and agents, their successors or assigns, against any 
and an claims,liabiities, losses, damages, actions, personal Injury [Including death), oosts and expenses, or other harm for which reoovery of damages 
Is sought, under any theory Including tort. contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental haurds, on the leased premises or In any way related to Lessee's faUure to oornpty with any and an environmental taws: those arising 
from or In any way related to Lessee's operations or any other of Lessee's aelivities 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 provlsJons of this Agreement 
or any other ad or omission of Lessee, its direelors, officers, employees, partners, agents, contractors, subcontractors. guests, lnvijees, and their 
respective successors and assigns. Each assignee of this Agreement. or an Interest therein, agrees to be fiable for, exonerate. indemnify, defend and 
hold harmless the State of Texas and the owner of the SOil, their ot!ioers. employees. and agents in the serne manner provided above In oonnection with 
the activities of Lessee. fts officers, employees. and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGAilONS ANOOR UABILmES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY. OR THE 
NEGLIGENCE OF ANY PARTY OR PARilES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT. CONCURRENT, ACTlVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to pr9Vent contamination or 
poflutlon of any environmental medium, Including aoll, surface - llfS, groundwatllr, sediments, and surface or subsurface strata, 1mblent air or any 
olher environmental medium In, on, « under, the '-ad pnmlses, by any waste, pollutant. or contamlnanl ~ ahall not bring « permit to remain on 
the leased preml- any asbestooJ containing rMlerials, explosives, toxic rnatiHtals, or substances regulated as hm:anlou~WM18s, haz:l~ rMlerials, 
hazardous substances (as the blrm "Hazardous Substance" Is deftned In the Comprehe,..lve Envtront!*DI Response, Compenutlon lind Uablllty Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any ~rat, state, or loc.IIIW or regulation i Hazanlous Malllrials'), except 
ordinary prodiJc;ts commonly used In connection with ol and gas exploration and dewlopnent operatlofw lind ~ In the l.eUII ....,._lind quwodllee. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, UABILJilES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRAilON OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

-
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37. APPLICABLE LAW. This lease is Issued under the provisions of Texas Natural Resources Code 52.1711hrough 52.190, commonly 
known as the Relinqulstvnen1 Al;t. and other applicable statutes and amendments thereto, and If any provision 1n this lease does not confoml to these 
st.atules, the slatutes will prevail 0\/el' any nonconfomllng lease provisions . 

38. EXECliTION. This oi and gas lease must be signed end 8Ckrlc7Medged by the Lessee before hIs filed of record in the oounty records and 
in the General Land Office of the State of Texas. Onoe the filing requirements found in Paragraph 39 of lhls lease have been satisfied, the effedive date 
of !his lease shalt be the date found on Page 1 . 

39. LEASE FlUNG. Pursuant to Chapter 9 of the Texas Business and Convnerce Code, !hiS lease must be filed of reootd in the office of the 
County Clerk in any county In which all or any part of the leased premises is located, and certified copies thereof must be filed In the General land 
Office. This lease is not effective until a certifl8d copy of this lease (which is mede end certifl8d by !he County Clerk from his records) is filed In !he 
General land Office in eccoroanoe with Texas Natural Resources Code 52.163. Additionally, !his lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
aCXXlfTlpany such certified copy to the General land Office . 

ADDENDUM PROVISIONS - #40 thru #41 

40. CONTlNUOUS DEVELOPMENT. Mer the expiration of the pnmary term, and notwlhstand111g paragraphs 16 (A) and 16 (B) above and 
any other provision in lhls lease to !he contrary, no portion of !his lease willterrMate ij Lessee c:on110ues to drill a weu (or wells) enywhete on the leased 
premises with no more than 180 days between the release of !he drilling rig on one weU and !he commencement of aauat dnlling operauons on a 
subsequent wei (hereinafter referred to as "oontlnuous drilingj. Upon the ceuation of corOiuous dri!Wig thos lease shal termirlete in aoco«1anoe W1lh 
the other relevanl provisions herein. If, however, lessee has filed will the Texas Railroad Commission, no later !han 60 days pnor to the expiration of 
the said 180-day period, all requisite applications to drill the next well in the continuous dril ing program, and Lessee os unable to ptoceed With drilhng 
pending authorization by the Texas Rairoad Commission, then Lessee Shal be allowed such additional tme as may be reasonably necessary to Obtain 
the authorization and thereafter spud the subsequent wel 

41. DELAY RENTALS. As stipulated in Paragraph II;) of !hiS lease, the rentals for !his lease have been PAl [).UP for the second (2"') and 
third (3") years of the primary term hereof. Lassee or its assigns Shall have the right to keep lhls lease in force and effect for !he fourth (4") and fifth (5") years of 
the primary term provided for herein by tendering a payment of lhree hundred twenty fiVe dollars ($325.00) per net acre pnor to September 16, 2010, as to 
any acreage covered hereby and not otherwise being maintained by any other provision herein at such time. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

l'tNNACL£ LAND SERVICES, INC. 

BY:~~J4 ~AU!\._ 
Title: PRESIDENT 

Date: \ D ' \ \ · :lDo'1 

LESSOR 

STATE OF TEXAS 

PATRICIA L. HARRIS 

tndlvlduatly and as agent for the State of Texas 
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STATE OF TEXAS 

COUNTY OF ATASCOSA ) 

BEFORE ME. the undersigned authority. on this day personally appeared CINDY G. MERCER, known to me to be the person whose name Is 

subscnbed to the f01egoing Instruments as President of Pinnacle Land Services, tnc:. and acknowledged to me that she exea.ted the same for 

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

~ Oclbbe.r ~ 
Given under my hand and seal of oll'ice this the~ day of~ 2007. 

..A...-•2..<1..,C:.. 
STATE OF 911l:IF9R~II"' 

COUNTY OF l9& c1ci16ELE6 

(V\.. 0. t" \ (..(J f (;.. 

t.1EUSSA C. BOWEN 
IN COMMISSIOO EXI.'IRES 
~t&,'JJtlt 

BEFORE ME, the undersigned authority, on this day personally appeared PATRICIA L HARRIS, known to me to be the person whose name Is 

subscnbed to the foregoing Instrument. and acknowledged to me that he executed the same lor the purposes and conslderatlon therein 

expressed 

~~... 
Given under m hand and seal of oll'ice this the _;Li_ day of September, 2007 

-

FII..KI_.....:4:L.9~6u.Z~-

FTLED POR RECOtlD OR ·'nU'> 

., ...... .-..a~ lllmiii'S lHESIU, ..... 
• ~ •ntriiEK8(D 11£.'1. ~ 8EtU£ •aut 
GilliG a IIIIUaiiDRIUAIUIIEIIUfM 
!AI 

7TH •· DAY OP DECEMBER A.D. 2007 9:41 A . tc. 

77---::....:....=-=-_DAT OF _ ___;D~E~C~EMB=.:· ~E.;...·R _____ .A.D. 2007 8: 00 A. M. 

DIARWE 0. YLOUZ. COUWTY CLKili 
RlrrVKS comrn: • TDAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and loregoong IS a lui true and correct photographic copy ol the 
ong1nal record now 10 my lawlul custody and possess1on. as tn~:_~fJl8 IS 
l1ledlrecor~ 2 lhe pulY'9tfO'ds ol rrYf offiCe, lound '" VOL 'J,'t..,.. 
PAGE THRU OFK!EMfjsPUBL.l.C 
~·• lherebyoertlf,edonUJ.lS/2007 
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Genertl Land Office 
Rollnqul•hmtnt Act Loau Form 
Rtvlud, Stpttmbtr 1H7 

~ustin, m:exas 

OIL AND GAS LEASE 

nilS AGREEMENT is made and entered into this 15" day of Seplembef, 2007, between the State of Texas, arong 
~ 

by and through its agent OAVIQW .. HARRIS a manied maodeai!l9 in his sole and seoarpte prpoerty of 16()QW 32"' DUBUQUE IQ#A 52Qt!, said 
agent herein referred to as the ONner of the soil (whether one or more), and PINNACLE LAND SER'l)CES INC BOX 991. PLEASAI'{fQN TEXAS 
~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 Stale ofTexas acting by and through the owner of the sod, 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, stonng oil and building power 
stations, telephone Unes and other structUI"es thereon, to produce, save, take care of, treat and transporl said products of the lease, the following lands 
situated in ~County, Stale of Texas. to-wit 

Sedion 46, Abstract 2472, Block 57, Public Sdlool Lands Sulvey. 

c:ontairing 640.00 aaes, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas· ONE THOUSAND THREE HUNDRED OOLL,ARS AND 00/100 

($1,300.00) 

To the CMI1eiS of the soil: ONE THOUSAND U1REE HUN~ED OOLLA8S AND ()(){100 

($1 ,300.00) 

Total bonus consideration of JWQ THQUSAND SIX HUNDRED OOLLA8S ANP 001100 

($2,600.00) 

The total bonus consideration paid represents a bonus !!!Of...!lli.ooRJ;.EIO.E.oHcl.!UJJN.~o~Po.REIOIOio!.TWE.lll.!i.NTYil.LuF!VEcwiL._ ________________ _ 

Oolars ($325.00) per aae, on~ net aaes. 

2. TERM. S~ to the Olher provisions in this lease, INs lease shall be for a tem1 of FIVE years from 
this date (herein called "primary termj and as long thereafter as oil and gas, or either of them, is produced In paying quantities from said land. As used 
In this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last pasl 
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3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate, 

unless on or before such anniversary date Lessee shall pay or tender to the 0\Nilel' of the soo1 or to his cred~ In the-----------­
Bank, at PAY DIRECTlY TO THE QWNER OF THE SOIL • 
or ~ SucoessoiS (which shan continue as the depository regardless of changes In the ownership of said land), the amount specified below; in addition 
Lessee shan pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFlCE OF THE STATE OF TEXAS, AT AUSllN, TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall C:t:Ner the privilege of deferring the COIIY'nencement of a wen for 
one ( 1) year from said date. Payments under this paragraph shall be In the following amounts: 

To the 0\Nilei'Of the sol: _ _,S ... E.,.E'"-'AOQ:><.!<;E..,N,.OU<.>u.tM!..!!,_."'-1'--------------------

0ollars (S ------J 
To the State ofTexas: 

Dollars (S ____ __. 

Total Delay Rental:-----------------------------
Dollars (S _____ ...J 

In a lille manner and upon like payments or tenders annually, the commencement of a well may be further deferred for suocessive periods of one ( 1) 
year each durtng the primary term. All payments or tenders of rental to the owner of the soil may be mede 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~ sua::essor bank) should 
cease to exisL suspend business, liquidate, fait or be sua:eeded by another bank. or for any reason fail or refuse to aa::ept rental, Lessee shan not be 
held In defau~ for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shan deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCllON ROYAL llES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the roya~ 
provided for in this lease to the Co<mllssioner of the General Land Office of the State of Texas, at Austin, Texas, and one-half (112) of such roya~ to the 
owner of the sol: 

(A) OIL Roya~ payable on 011, which Is defined as Including an hydrocarbons produced in a liquid form at the mouth of the wen and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipmenL as hereinafter provided, 
shall be 1/4 part of the gross production or the marl<et value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office. such value to be determined by 1) the highest posted price, plus premi\Jn, W arry, offered or paid for oi, condensate, distitate, or oCher &quid 
hydrocarbons, respedively. of alike type and gravity in the general area where produced and when run, or 2) the highest marl<et price thereof olfered or 
paid in the general area where produced and when run, or 3) the gross proceeds or the sale thereof, v.ttlchewr is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a ptanL ~will be run free of cost to the roya~ owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efticlent, so that an liquid hydrocarbons recoverable from the gas by such means 
win be nscovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the roya~ owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Roya~ on any gas (including ftared gas), which is defined as an hydrocarbons and gaseous substances not 
defined as ollln subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the eX1tllelion of gasoline, liquid hydrocartbons or other products) shal be ____.1M__ part of the gross production or the marl<et value thereof. at the 
option of the oY.tner of the soil or the Commissioner of the General Land Offioe, such value to be based on the highest marl<et price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, v.ttlchever 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, OOIT'eClion to be made for pressure aa:otdlng to Boyle's Law, and for spedfic 
gravity acc::oo!ing 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 _1M __ part of the residue gas and the liquid hydrocarbons extraded or the rnarl<et value thereof, at the option of the owner 
of the soil or the Commissioner of the General Land Of!ice. An roya~ies due herein shall be based on one hundred percent ( 100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent aocruing to Lessee. whicl1ever is the 
greater, of the total plant production of Uquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in v.ttich Lessee (or~ parenL subsidiary or at!iiate) owns an lnteresL then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%} or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there Is no such !hid party, the highest percent then being specified in processing agreements or contrads in 
the industry), whichever is the greater. The respective royalties on residue gas and on rlqUid hydrocarbons shal be detennined by 1) the highest rnarl<et 
price paid or offered for arry gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross price paid or olfered for such residue 
gas (or the weighted average gross sening price for the respedlve grades of r~quld hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties v.ttich would have been due had the gas not ~ processed. 

(D) OTHER PRODUCTS. Roya~ 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 shan be ___1M __ part of 
the gross production of such products, or the marl<et value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such marl<et value to be determined as follows: 1) on the basis of the highest marl<et price of each product for the same month in v.ttich such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in v.ttich such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by production, the 
roya~ies paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. if Paragraph 3 of this lease does not specify a delay rental amounL then for the purposes of this 
paragraph, the delay rental amount shaft be one dollar ($1.00) per acre. 

-
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the soil or the 
Commissionef 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 aocruing to such royalty owner under this lease be made in kind. The owner of the soirs 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 so1rs or the Commissioner of the General Land Office's rights 
or Lessee's obligations, whether express or implied, under this lease. 

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

8. PLANT FUEL AND RECYCLED GAS. No royally shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant Notwithstanding any other provision of this lease. and subjed to the written consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recyCle gas for gas lift purposes on the teased premises or for 
injection into any oil or gas producing formation under1ylng the leased premises after the liquid hydrocatbons contained In the gas have been removed: 
no royalties shall be payable on the recycled gas un~l lt is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

g_ ROYALTY PAYMENTS AND REPORTS. AJI 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 currenUy provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production, and roya~y 
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, 
aocompanied by the affidav~ of the owner, manager or other authorized agen~ completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value Including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put Into pipelines, tanks, or poois and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to velify the gross production, disposition and market value. In all cases the aulh~ of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office. Each royalty payment shall be aocompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office tease number the amount of royahy being paid on each lease. If Lessee pays 
his royalty on or before thlny (30) days after the royalty payment was dua, 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 aocrue a penalty of 10% of the royalty due or $25.00 whichever Is greater. In addition 
to a penalty, royalties shall aocrue interest at a rate of 12% per year; such Interest will begin to aocrue when the royalty Is sixty (60) days overdue. 
Affidav~ and supporting documents which are not filed when due shaU incur a penally In an amount set by the General Land Office administrabve rule 
which Is effective on the date when the affidav~ or supporting documents were due. The Lessee shall bear all responsibdity for pay•ng or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penally provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES. CONTRACTS AND OTHER RECORDS. Lessee shall annually fumlsh the Commissioner of the General Land Office 
with ~ best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fumish said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts. agreements or amendments. Such contracts and agreements when received by the General Land Offioe shal be 
held in confidence by the General Land OffiCe unless otherwise authorized by Lessee. AJI other contracts and records pertaining to the productlon, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to Inspection and examination by the Commissioner of the General Land Office. the 
Attorney General, the 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. workover, re-enl/y, lemporary abandorvnent or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall Include copies of Railroad Commission forms for application to drill. Copies of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. AJI 
applications, perm~. reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad CoiMlission or any other governmental agency shall include the word "Stale" in the title. Add~lly, In accordance with Raittoed Commission 
rules, any slgnage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
Include the word "State.• Lessee shall supply the General Land Office with any records, memoranda, accounts, repons, cutllngs and cores, or other 
Information relative to the operation of the above-<lescribed 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 bor&-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

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

11. DRY HOLEICESSA TION 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 dlill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additiOnal drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be CXlf1"4lleled and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain In full force and effect without further operations until the expiration of the primary term: and If Lessee has not resumed 
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production in paying quantities at the expiration of the primary tenn, Lessee may maintain this lease by conducting add~lonal drilllng or rewo<l<lng 
operations pursuant to Paragraph 13, using the expiration of the primary tenn as the date of c:essat1on of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above desaibed land be completed as a shut-In 011 or gas wen 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 e)(l)iratlon of sixty (60) 
days from the date of completion of such shut-In oil or gas wei and upon the failure to make such paymenL this lease shell Ipso facto tenninate. If at the 
expiration of the primary tenn or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in e<:cordance 
with the shut-in provisions hereof. 

12. DRIUING AND REWORKING AT EXPIRAnON OF PRIMARY TERM. lf, at the expiration of the primary term, neither otl nor gas is being 
produced on said land, but Lessee Is then engaged In drilling or reworl<lng operations thereon, this lease shall remain In force so long as operations on 
said well or for drilling or reworldng of any additional wens are prosecuted In good fa~ and In worllmanhke manner without Interruptions totaling more 
than sixty (60) days during any one such operation, and if they resutt In the production of oil andlor gas, so long thereafter as oil andlor gas Is produced 
in paying quantities from said land. or payment of shut-in oil or gas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary tenn, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause. this lease shall not tennlnale if Lessee commences additional drilling or reworking 
operations within sixty (60) days alter such cessation, and this lease shall remain In ful foroe and effect for so long as such operations continue i1 good 
fa~ and in W'OI1<manlil<e manner without Interruptions totartng more than sixty (60) days. If such drilling 0< reworldng operations result in the production 
of oil or gas, the lease shall remain In full force and effect for so long as oil or gas Is produced from the leased premises In paying quantities 0< payment 
of shut-in oH 0< gas wen royalties or payment of compensatory royattles Is made as provided herein or as provided by law. If the drilling or reworking 
operations result In the completion of a well as a dry hole, the lease will not tennlnate If the Lessee commences additional drilling or rewol1<lng 
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 conlilues dnlling or 
rewo<l<ing operations In good faith and In a WOI1<manlike manner -..ithout Interruptions totaflng more than sixty (60) days. Lessee shall give written notice 
to the General Land Offlce >Mihln thirty (30) days of any cessation of production. 

14. SHUT -IN ROYAL nES. FO< purposes of this paragraph, "waar means any wen that has been assigned a wei noo'lber by the state agency 
having jurisdiction over the production of 011 and gas. If, at any time after the e)(l)irallon of the primary tenn of a lease that, until being shut In, was being 
maintained in foroe and effect. a wen capable of producing oil 0< gas In paying quantities Is located on the leased premises, but oil 0< gas is not being 
produced for lack of s~bte production facilities 0< lack of a suitable mall<et, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease, but not less than $1,200 a year for each well capable of producing oil 0< 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 shan be one dollar 
($1.00) per acre. To be effective, each Initial shut-in oil orgas royalty must be paid on or before: (1) the expiration of the primary term. (2) 60days after 
the Lessee ceases to produce oil 0< gas from the leased premises, or (3) 60 days after Lessee completes a drilling 0< rewol1<lng operation In accordance 
with the lease provisions; whichever dale Is latest Such payment shan be made one-half (1f2) to the CO<nmlssloner of the General Land Offioe and one­
half (1f2) to the owner of the soli. If the shut-In oil or gas royalty Is paid, the lease shall be considered to be a produdng lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary tenn. or from the first day of the month following the month in which 
production ceased, and, after that, If no suitable production fadlities or suitable ma11<et for the oil or gas exists. Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on 0< before the expiration of each shut-In year. 

15. COMPENSATORY ROYAL nES. If. during the period the lease Is kept In effect by payment of the shut-In oil 0< gas royalty, oil or gas Is 
sold and deliYered in paying quantities from a wen located v.ithln one thousand (1,000) feet of the leased premises and completed In the same producing 
reservoir, 0< in any case in which drainage is oocurring, the right to continue to maintain the lease by paying the shut-In oil 0< gas royalty shan cease, but 
the lease shall remain effedive for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
sucx:essiYe years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the mal1<et value of production from the wen causing 
the drainage 0< which is completed In the same producing reservoir and -..ithln one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1f2) to the CO<nmissloner of the General Land Offioe and one-half (112) to the C7M18r of the SOil, beginning on 0< 

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 -..ithln one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid In any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest In accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided In 
Texas Natural Resoun::es Code 52. 173; however, at the determination of the CO<nmlssloner, and with the CO<nmlsslone(s writlen approval, the payment 
of compensatory royalties can satisfy the obligation to dril offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a wen producing 0< capable of producing oil 0< 

gas has been completed on the leased premises, Lessee shaH exercise the diligence of a reasonably prudent operator in drilling such additional wen or 
wens as may be reasonably necessary fO< the proper development of the leased premises and In rnal1<eting the production thereon. 

(A) VERnCAL. In the event this lease is in force and effect two (2) years after the explfation date of the primary or extended term n 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 acres 
surrounding each gas wen capable of producing in paying quantities (Including a shut~n oil or gas well as provided In Paragraph 14 hereof), or a wen 
upon which Lessee Is then engaged in continuous drilling or rewol1<1ng 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 fO< production 
purposes to a proration un~ for each such producing wen under the rules and regulations of the Ranroad CO<nmlsslon of Texas, or any successor 
agency, or other govemmental authority having jurisdiction. If at any time after the effective dale of the partial tennlnation provisions hereof, the 
appftcable field rules are changed or the wen or wells located thereon are redassified so that less aaeage is thereafter allocated to said wen 0< wells for 
production purposes. this lease shaD thereupon terminate as to an acreage not thereafter allocated to said wen or wens for production purposes. 
Notwithstanding the lennination of this lease as to a PO<tion of the lands covered hereby, Lessee shaft 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 ~h easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on. over and across an the lands descOOed in Paragraph 1 hereof ("the retained lands'), for 
aocess to and from the retained lands and for the gathering or transpO<tation of oil, gas and other minerals produced from the retained lands. 

-
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(B) HORIZONTAL In the event this lease Is In foroe and effect two (2) years alter the expitabon date of the pnmary or extended term ~ shall 
further terminate as to all depths below 100 feet below the total deplh drilled (herelnal\er "deeper depths") in each well located on aaeage retained in 
Paragraph 16 (A) above, unless on or before two (2) ye8111after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as oonsideration tor this lease (as specified on page 1 hereof). If such amount is paid, this lease shal be In force and efled as to 
such deeper depths, and said termination shall be delayed lor an add~ional period of two (2) years and so long thereafter as oil or gas is produced In 
paying quantities from such deeper depths covered by this lease . 

(C) IDENTIACATION AND AUNG. The surface acreage retained hereunder as to each well shall, as nearty as practical, be in the form of a 
square with the wea located in the center thereof, or such other shape as may be approved by the Convnlssioner of the General Land Office. Within 
thirty (30) days after pattial termination of this lease as provided herein, Lessee shall exea.rte and record a release or releases containing a satisfactory 
legal description of the aaeage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Oftic:e, aocompanled by the fiUng fee prescribed by the General Land Office rules In effect on the date the release is filed. II Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee tor an purposes. 

17. OFFSET WElLS. Neither the bonus, delay rentals, nor royalties paJd, or to be paid, under this lease shaM reUeve Lessee of his obligation 
to protea the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent In control of the leased 
premises shall dnll as many wells as the facts may justify and shall use appropriate means and dnll to a depth necessary to prevent undue drainage of 
oit and gas from the leased premises. In addition, ~oil and/or gas should be produced In oommercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in contrOl of the 
leased premises shall in good faith begin the drilling of a weU or weUs upon the leased premises within 100 days after the draining wen or wells or the 
wen or wens cxmpleted within 1 ,000 feet of the leased premises stan producing in oommerdal quan~ties and shall prosecule such drimng with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soirs agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General land Office and with his wrinen approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

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

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire und1vided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest be8111to the entire undivided surface estate and the royalties and rental hereVl provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Convnissioner of the General Land Office, Lessee or his authorized representative must submrt to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual Interest 
owned by the owner or the soil. The Convnissioner of the General Land Office shan be paid the value of the whole produellon allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided lnteresl However, in no event shall 
the Convnissioner of the General Land Office receive as a royalty on the gross prodlldion allocable to the undivided Interest not leased an amount less 
than the value or one-sixteenth (1/16) or such gross production. 

(B) REDUCTION OF PAYMENTS. U, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School l and Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount desaibed herein, payments that are made on a per aae basis hereunder shall be reduced according to the number of aaes pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms or this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, 1f after the expiration of the primary term, the number of aaes 
actually retained and covered by this lease. 

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

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

23. PIPEUNE DEPTH. When requested by the owner of the soil, lessee shall bury i1s pipelines below plow depth. 

24. WEULOCA TION UMIT. No weU shall be dnlled nearer than two hundred (200) feel to any house or bam now on said premises without 
the written consent or !he owner or the soil. 
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25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and an proper safeguards to pt8lll!l1t pollution. Without 
limHing the foregoing. pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of contalrvnent 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at Hs disposal to 
recapture an escaped hydrocarbons or other pollutant and shaH be responsible for an damage to public and private properties. Lessee shan 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 abendonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the drilting site of an rubb4sh 
thereon. Lessee shan. while conducting operations on the leased premises. keep said premises free of an rubb4sh, cans. bott1es. paper a.ops or garbage. 
and upon completion of operations shall restore the surface of the land to as near Hs original condition and contours as Is practicable. Tanks and 
equipment INill be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limftatlons 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, INithin one hundred twenty (1 20) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an menslon of this 12<Hfay period. However, Lessee may not remove casing from 
any wen capable of producing oil and gas in paying quantities. AddHionafty, Lessee may not draw and remove casing unta after thk1y (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shaft become the owner of any machinery. 
fixtures, or casing which are not tinety removed by Lessee under the terms of this paragraph. 

XT. (A) ASSIGNMENTS. Under the condH!ons contained In this paragraph and Paragraph 29 of this lease. the rights and estates of eHher 
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, devlsees, legal 
representatives, successors and assigns. However, a change or divlslon In ownership of the land, rentals, or royalties INin not enlarge the obligations of 
Lessee. diminish the rights, privileges and estates of Lessee. impair the effediveness of any payment made by Lessee or impair the elfectlveoess of any 
act performed by Lessee. And no change or division In ownership of the land, rentals. or royaltles shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soli (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee INith satisfactory written evidence of the change 
In ownership, including the original recorded rnunlments 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 Hs entirety as to only part of the acreage, the right and option to pay rentals shal 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 shan not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy or such assigiYnellt In the General Land Office before the next rental paying date, the entire lease shaft tennlnate for falure to pay the entire rental 
due under Paragraph 3. Every assignee shaH succeed to all rights and be subject to an obf'lgations, liabilities, and pena~ies owed to the State by the 
original lessee or any priior assignee of the lease, Including any iabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMIT A TlON. No!WHhstanding any provision 'In Paragraph 27(a). if the owner of the soil aoqulres this lease In whole or in 
part by assignment without the priior written approval of the Commissioner of the General Land Office. this lease is void as of the time of assigrment and 
the agency power of the owner may be forfe~ed by the Commlssloner. An assignment INill be treated as if ft were made to the owner of the soil if the 
assignee is: 

( 1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary In which the owner of the soil Is a principal stockholder or Is an employee of such a corporation or subsidiary: 
(3) a partnership in 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 oorporatlonwhich 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 soit, including but not limited to a guardian, trustee. exeo.rtor, administrator, reoeiver, or c::onseMtor for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage. blood, or adoption. 

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any time exeo.rte and derover to the 
owner of the soil and plaoe of record a release or releases covering any por1lon or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions. and be rerleVed of an slilsequent 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 propoftlon that the surrendered acreage bears to the acreage which was covered by this lease 
immediately priior to such surrender; however, such release INill not relieve Lessee of any iabilities which may have ac:oued under this tease prior to the 
surrender of such acreage. 

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

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above~escribed 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 conateral 
agreements concerning the development of oll and gas from the teased premises which are not contained in this lease render this lease invaid. 

31. FIDUCIARY DUTY. The owner of the soli owes the State a fiduciary duty and must rutty aiSCiose any facts affecting the State's Interest in 
the leased premises. When the Interests of the owner of the soil conflid INith those of the State, the owner or the soil is obligated to put the State's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee shan laW or refuse to make the payment of any sum within thirty days after H becomes due, or if Lessee or an 
authorized agent should knoiNingly make any false return or false report concerning production or dritr.ng. or if Lessee shall fall or refuse to drill any 
offset well or wells In good faHh as required by law and the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports In the manner required by law or fail to comply wHh 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 pertalnlng to operations, or if Lessee or 
an authorized agent should knowingly fan or refuse to give correct Information to the proper authority, or knoiNingly faH or refuse to furnish the General 

-
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Land Office a oorrect log of any well, or if Lessee shall knowingly violate any of the material provisiOns of this lease, or if this lease Is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commlsslonef, and he shall forleit same ~n aufficienUy Informed of the facts which authorize a forfeiture, and ~n forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be constrved as waiving the automatic tenninatlon of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future oompllanoe wtth 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. UEN. In aooordanoe with Texas Natural Resources Code 52.136, the State shaU have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of au unpaid royalty and other SimS of money that may become due under this lease. By acoepCanoe of 
this lease, Lessee grants the State, in addition to the tien provided by Texas Natural Resources Code 52.136 and any other 8j)pllcable statutory lien, an 
express conlfactualtien on and security interest in an leased minerals in a.nd extraded from the leased premises, all prooaeds which may aOCI\HIIo 
Lessee from the sale of suoh leased minerals, ~ther suoh proceeds are held by Lessee or by a third pany, and aH fixtures on and Improvements to the 
leased premises used in conneclion with the production or processing of suoh leased minerals In order to secure the payment of aU royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may sutler by reason of Lessee's breach of 
any covenant or oondition of this lease, ~ther eJ(IlreSS or lrr4llied This lien and saourity interest may be foredosed wrth or Without oourt proc:eedlngs in 
the manner provided in the Tille 1, Chap. 9 of the Texas Business and Convneroe Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknov.iedge, attach or perfect this ~en. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's adivities upon the above-described propeny or from Lessee's acquisition of this lease. 
Should the Commissioner at any time detennine that this representation Is not lfue, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee Is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and prodUdion of oil or gas or either of them upon the same tenns as shall be approved 
by the School Land Board and the Commissioner of the General Land 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 
exeoutlon requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNI1Y. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers. employees, partners. 
agents, contractors, subconlfadors, guests, Invitees, and their respective suooessors and assigns, of and from aH and any actions and causes of acllon 
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 adivitles of Lessee. Its oflic:efs, 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 oc:x:asioned by Lessee's breach of any of the terms or provisions of this 
Agreement. or by any other negligent or stridly liable ad or omission of Lessee. Further, Lessee hereby agrees to be iable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their oflic:efs, employees and agents, their suocessors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury {including death), costs and expenses, or other hann for which ret:IJ'Iery of damages 
is sought, under any theory Including tort, oonlfad, or striCt liability, including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws; those arising 
from or In any way related to Lessee's operations or any other of Lessee's adivities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises; and those thai may ansa out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other ad or omission ol Lessee, its directors, officers, employees, partners, agents, conlfactors, suboonlfadors, guests, invitees, and their 
respective suocessors and assigns. Eaoh assignee of this Agreemen~ or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold hannless the State of Texas and the owner of the soli, their officers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBUGAllONS ANO\OR UABILillES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF {EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILI1Y, OR THE 
NEGLIGENCE OF ANY PARTY OR PARllES {INCLUDING THE NEGUGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTTVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. l..naM ahall uaelhe highest degrM of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medlum, Including aoU, aurf11c. watera, gfOUIIdwater, aedlmenta, and aurfaee or aubeurface atrala, ambient alr or any 
othw environmental medium In, on, or under, the liMed ptWniNe, by any WMte, poii~Gnt, or contaminant ~ aNN not bring 0< pennlt to remain on 
the leaMd prwnlaM any -..a containing IT'I8Ierials, ·~·toxic~. 0< aut.cane. r.gulated aa hazatdoua - · hcMdoua mallrilla, 
~ aubetancaa (as the tenn ''Hazardo._. Subetance"la defined In the Compreherwlw Envii'O<llneiUJ Response, Compenaadon and Uablllty Act 
(CERCLA), • 2 U.S.C. Sectlona 9601, et aeq.), or toxic eubetanoas under any federal, at.ate, or local t-or r.gula~on {"Hazardous Mat.ertala'), exc.pt 
ordinary proclucta commonly LMd In connection with oil and g. expkntion and dtYeloprtwtt opemlona and aloted In the usl.lll manner and quandtlee. 
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, LIABIUTIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONM.ENTAL 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 OBUGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 
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37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the ReUnqulstvnenl Ad. and other applicable statutes and amendments thereto, and if any provision In this lease does not oonfom'llo these 
statutes, the statutes wil prevaa 0111!1' any noncoofolmlng lease provisions . 

38. EXECLfTION. This oil and gas lease must be signed and ackiiO'o/llledged by the Lessee before n Is filed of record In the oounty reootds and 
in the General Land Ollice of the State of Texas. Onoe the fiflng requirements found in Paragraph 39 of this lease have been satisfied, the elfedive date 
of this lease shall be the dale found on Page 1. 

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

ADDENDUM PROVISIONS - #40 thru #41 

40. CONTlNUOUS DEVELOPMENT. Mer the expiration of the prlmary tenn, and notwithstanding paragraphs 16 (A) and 16 (B) above and 
any other provision In this lease to the contrary, no portion of this lease wil tennlnate if Lessee mntlnues to dril a""'" (or ....,lis) anywflere on the leased 
premises with no more than 180 days between the release of the drilling rig on one""'" and the convnenoement of actual dnmng operations on a 
subsequent....,. (hereinafter referred lo as "continuous dlillng"). Upon the oesntion of continuous drlllng this lease shan termlnale In IOCOidanoe with 
the other relevant provisions herein. If, however, Lessee has filed with the Texas Rairoad Commission, no later than 60 days prior to the expltallon of 
lhe said 180-day period, an requls~e applications to drill the next....,llln the continuous drillng program, and Lessee is unable to proceed with drillng 
pending authorization by the Texas Rairoad Commission, then Lessee shel be IIOwed such ad<fillonal time as may be reasonably necessary to obtain 
the authorization and thereafter spud the atblequent wei. 

41. DELAY RENTALS. As stipulated in Parag111ph 13 of this lease, the rentals for this lease have been PAID-UP for the second (2"') and 
third (3"} years of the pnmafY term hereof. Lessee 01 b assigns shall ha1111 the right to keep this lease In force and effect for the fourth ( 4") and fifth (S") years of 
the primary tenn provided for herein by tendering a payment of three hundred twenty five dollars (S325Jl0) per net acte prior to September 16, 2010, as to 
any acteage covered hereby and not otherwise being maintalnad by any other provision herein el such time. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC. 

fff:t&~~-h ~AtLAJ 
TIUe: PRESIDENT 

Oaco: ID · \\ · '.leo., 

LESSOR 

STATE OF TEXAS 

DAVID W. HARRIS 

Individually and as agent for the State of Tex.as 

oate: _\\_· L_i_· ~_;-r __ 



• J. 
• • • ••• 
•••• • • •••• 

•• • • • • •• 

• 
• •••••• • • ....... 

-

STATE OF TEXAS 

COUNTY OF ATASCOSA } 
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BEFORE ME. the undersigned authority, on this day personally appeared CINDY G. MERCER. known to me to be the person whose name is 

subscribed to the foregoing instruments as President of Pinnade Land Services. Inc. and ad<now1edged to me that she executed the same for 

the purposes and consideration therein expressed, in the capacity staled, and as the act and deed of said corporation 

~114) 
Govan under my hand and seal of office this the ~ \ ~" day of~. 2007. 

STATE OF ICINA 

COUNTY OF DUBUQUE 

WBJSSA C. BOWEN 
MY COMMISSION EXPIRES 

o.c.rblr 18, 2!1fl 

BEFORE ME. the under.lgned authority, on this day personally appeared DAVID W. HARRIS, known to me to be the person whose name Is 

subscribed to the foregoing instrument, and ad<nowledged to me thet he executed the same lor the purposes and consideration therein 

expressed. 

Given under my hand and seal of office this the _l1l_ day of September, 2007 

4968 PILKI ____ _ 

/flf ,_._...:H.,._MSMI, ..._ 
• ~ lflM[ llfJia(D IOl....,~ .QUI 
•~a a ~~MUD • &llllfOIIWilLIIIIBIUOW. 
~ 

FILED POll. ua.o OB- ftll - 7TH '-'-DO' or DE_CEMBER A. D. 2007 9:41 A. K. -----------------------
OAT OF DECEMBER A . D. 2007 8: 00 A · K. 

~------ --- ------- -
DIAIIIIE 0. 'FLOUZ. COUIJTt CLKU 
REEVES COOIJT! • TUAS 

.... 

l 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregomg IS a full, true and correct photographic copy of the 
oogmal record now en my lawful custody and posseSSion, as the.Jilllle IS 

filed/recorded U1 the pu~cg~ords of my offcce, found 1n VOL. I I 'J , 
PAGE__lli_. THRU OFllEOifJsPUBLrr-

.. ~ lherebycer11fledon _J_2 /18/2007 __ 
A~~~ . 
{~~~~,DIANNE 0 . FLOR~NTY CLERK 
~ '~ " j R EVES COUNTY E S 
~~~ ... • · "' ~$ Y'\ 1 n 

•.;.~s c~~··" +=..:.I_;;;_ \VVL~:;:_;=--==------ EPUTY 
*''-'-t:o•'.., 
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FILE# 4969 

General Lend Omce 
Rt llnqulohment Act Le11e Fonn 
Rtvlotd, September 1997 

81\0 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into this 15" day of September, 2007, between the State of Texas. acting by and through its agent 
EMILY HAARIS. a married woman dealing In her so!e and separate property of 5530 TAfT AVENUE, OAKLAND CAUFORNIA 94618. said 
agent herein referred to as the owner of the soil (whelher one or more), and PINNACLE LAND SERVICES INC, BOX 991 PLEASANf()N, 
TEXAS 78064 hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, teases and lets unto Lessee, for 
the sole and only purpose of prospeding and drilling for and producing oU and gas. laying pipe lines, building tanks, storing oil and building power 
stations, telephone fines and other structures thereon, to produce, save. take care of, treat and transpon aald products of the lease. the following lands 
sltuated In ~County, State of Texas, t~wlt 

Section 46, Abstract2472, Block 57, Public School Lands Survey. 

containing 640.00 ecres. more or less. The bonus consideration paid for this lease is as loltoY.$; 

To the State or Texas: ONE THOUSAND THREE HUNPBEP DOLLARS AND 00/100 

($1 ,300.00) 

To the owners of the soil: ONE THOUSAND THREE HUNDRED DOLl.ARS AND 00/100 

($ 1.300.00) 

Total bonus consideration of JWQTHOUSAND SIX HUNDRED DOLLARS AND 00/100 

($2,600.00) 

The lotal bonus consideration paid represents a bonus ,.ofwTH"""'R..,E,.E.uH"'U"'N""DuR..,ED"'-'-JWE""""'""NJY.!..J,.,;fuiY""E..._ ________________ _ 

Dollars ($325.00) per ecce, on MlQQQQQ nel ecres 

2. TERM. Subject lo lhe other provisions In this lease, lhls lease shan be for a term of FIVE years from 
this date (herein called "primary term") and as long thereafter as oil and gas, or either or them, Is produoed In paying quantities from said land. As used 
In this lease. the term "produced In paying quant~ies" 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 slx months last past. 

True and' COrrect 
copy of 

Original filed In 
Reeves county 

Clerks Office 
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3. DELAY RENTALS. If no well is commenced on the leased premises on 01 bef01e one (1) year from this date, thiS lease shaH terminate, 

unless on 01 before such anniversal)' date Lessee shal pay 01 tender to the owner of the soil 01 to hiS aedh In the-----------­

Bank, al PAY DIREcn.y TO THE 01/VNER OF IHE SQfl 
01 its s~ (whlch shall continue as the depositOfY regardless of dlanges ln the ownership of said land), the amount specified below: in addition 
Lessee shal pay Of tender to the COMMISSIONER OF THE GENERAL LAND OFACE OF THE STATE OF TEXAS, AT AUSTlN TEXAS a ti<.e sun on 
01 before said date. Payments undef this paragraph shall operate as a rental and shall cover the privilege of deferring the ~noeme~t of a well for 
one (1) year from said date. Payments under this paragraph shaU be in the following amounts: 

To the owner of the soil: __ S><E..,E.._AQ""'"P"'E"'N_,.p.,U.,M,_#4::;:.u1 ____________________ _ 

Dollars ($-----' 
To the State of Texas: 

Dollars($ ___ _ __. 

Total Delay Rental:----------------------------­

Dollars($--- ---' 

In a like manner and upon like payments 01 tenders annually, the commencement of a well may be further deferred f01 successive penods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check 01 sight draft or Lessee, or any 
assignee of this lease, and may be delivered on 01 before the rental paying date. If the bank designated in this paragraph (01 its sua:eSSOf bank) should 
cease to exisL suspend business, liquidate, faU 01 be succeeded by another bank. 01 f01 any reason fail 01 refuse to accept rental, Lessee shaU not be 
held in defau~ for failure to make such payments 01 tenders of rental until thirty (30) days after the owner of the soil shaU deliver to Lessee a proper 
recordable insuument naming another bank as agent to receive such payments 01 tenders. 

4, PRODUCTlON ROYAL TlES. Upon production of oil and/01 gas, Lessee agrees to pay 01 cause to be paid one-half (112) of the roy a~ 
provided for In this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, Texas, and OllEHialf (112) of such roya~ to the 
owner of the soil: 

(A) OIL Roy a~ payable on oil, whlch Is defined as including aU hydrocarbons produced In a liquid form at the mouth of the well and also as 
all condensate, distiUate, and other liquid hydrocart>ons recovered fr010 oU 01 gas run through a separator 01 other equiprnenL as hereinafter provided, 
shall be 1/4 par1 of the gross production 01 the market value thereof, at the option of the owner of the soil 01 the Commissioner of the General 
Land Office, su=h value to be determined by 1) the highest posted price, plus premium, ~any, offered 01 paid for oil, condensate, distillate, or other liquid 
hydrocart>ons, respectively, of a like type and gravity In the general area where produced and when run, 01 2) the highest market price thereof offered 01 
paid in the general area where produced and when run, 01 3) the gross proceeds of the sale thereof, v.tlichever Is the greater. Lessee agrees that bef01e 
any gas produced from the leased prenuses is sold, used 01 processed in a plant. n v.iV be run free of OOSI to the roya~ owners through an adequate oU 
and gas separat01 of conventional type, Of other equipment at least as efficienL so that al liquid hydrocarbons recoverable from the gas by such means 
win be re<;overed. The reqwernent that such gas be run through a separator or other equipment may be waived, in Willing, by the royalty owners upon 
such terms and oonditions as they presaibe. 

(B) NON PROCESSED GAS. Royalty on any gas (including ftared gas), which Is defined as aU hydrocart>ons and gaseous substances not 
defined as oU In subparagraph (A) above, produced from any well on said land (except as provided herein With respect to gas processed in a plant f01 
the extraction of gasoline, liQuid hydrocaibons 01 other products) shal be~ __ par1 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 01 offered to the produoer, whichever is the greater, 
provided that the maximum pressure base in measuring the gas under this lease shaU not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit. correaion to be made 101 pressure acoording to Boyle's Law, and f01 specific 
gravity accorcf1119 to tests made by the Balance Method 01 by the mos1 approved method of testing being used by the industry at the time of tes1i1g 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other hqUid 
hydrocarbons shall be~-- par1 of the residue gas and the liquid hydrocarbons extracted 01 the market value thereof, at the option of the owner 
of the soil 01 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 atllibutable to gas produced from this lease, and on fifty peroent (50%), or that peroent ac:cr1Jlng to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocart>ons are 
recovered from gas processed in a plant in which Lessee (01 its parent, subsidiary 01 affiliate) owns an lnteresL then the percentage appbcable to r.quod 
hydrocart>ons shall be fifty percent (50%) or the highest percent accruing to a third par1y processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there Is no such third party, the highest peroent then being specified In processing agreements 01 contradS in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest marl<et 
price paid 01 offered for any gas (Of liquid hydrocaibons) of comparable quality in the general area, 01 2) the gross price paid 01 offered for such residue 
gas (Of the weighted average gross selling price f01 the respective grades of liquid hydrocarbons), whichever Is the greater. In no evenL however, shaU 
the royaltles payable under this paragraph be less than the royaltles whlch 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 rtquld 
hydrocart>ons) whether said gas be "casinghead," "dry," 01 any other gas, by fractionating, burning 01 any other processing shaD be__..W _ _ par1 of 
the gross production of such products, 01 the market value thereof, at the option of the owner of the soil 01 the Commissioner of the General Land Office, 
such market value to be determined as folows: 1) on the basis of the highest market price of each product for the same month In which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In which such products are produced; whichever Is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, If this lease is maintained by production, the 
royalties paid under tills lease ln no event shall be less than an amount equal to the total annual delay rental herein provided; otheiWise, there shall be 
due and payable on 01 before the last day of the month sua:eeding the anniversary date of this lease a sum equal to the total aM ual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of tillS 
paragraph, the delay rental amount shal be one dollar ($1.00) per acre. 
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6. ROYALTY IN KIND. Notwithstanding any other provision In this lease, at any time or from time to time, the owner of the soil or the 
Commissioner of the General Land Oflice may, at the option of either, upon not leM 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 soirs or the Commissioner of the General 
Land Offioe's right to take Its royalty In kind shall not diminish or negate the owner of the soirs or the Commissioner of the General Land Oflice'a rights 
or Lessee's obligatlons. whether expteSS or implied, under this lease . 

7. NO DEDUCTIONS. Lessee agrees that all royalties acctUing under this lease (including those paid in kind) shan be without deduction for 
the 0081 of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and olhetwise matmg 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 rembursemeots 
for severance taxes and production related oos1s . 

a PLANT FUEL AND RECYCLED GAS. No royalty shat be payable on any gas as may represent this lease·s proportionate share of any fuel 
used to prooess gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Offioe, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injedlon Into any oil or gas producing formation underlying the leased premises after the liquid hydrocartlons contained In the gas have been removed. 
no royalties shan be payable on the recycled gas until It Is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
is due and must be reoeived In the General Land Oftlce 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, 
a<XXliTlpanied by the affidavit of the owner, manager or other authorized agent, oornpleted in the form and manner presaibed by the General Land Oflioe 
and showing the gross amount and disposition of all oil and gas produced and the marl<.et value of the <Ml and gas, together with a oopy of all documents, 
records or reports oonfinning the gross production, disposition and marl<.et value Including gas meter readings, pipeline reoefpts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Oflice may require to verify the gross production, disposition and marl<.et value. In aU cases the authority of a manager or agent 
to ad for the Lessee herein must be filed In the General Land Oftlce. Each royalty payment shan be aooompanled by a check stub, schedule, summary 
or other remittance advice shO'oNing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which is over thirty (30) days late shall aocrue a penalty of 10% of the royalty due or $25.00 whichever Is greater. In addition 
to a penalty. royalties shaR acaue interest at a rate of 12% per year; such interest wiU begin to accrue when the royalty is sixty (60) days overdue. 
Aflldavits and supporting documents which are not filed IM1en due shaft incur a penalty in an amount set by the General land Offloe administrative rvte 
which Is effective on the date when the aflldavits or supporting doa.ments were due. The Lessee shaD bear all responsibility for paying or causing 
royalties lo be paid as prescnbed by the due date provided herein. Payment of the delinquency penalty shan in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shan not apply in 
cases of title cftSpute as to the State's portion of the royalty or to that portion of the royelty in dispute as to fair marl<.et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shan annually furnish the Commissioner of the General Land Oflioe 
with ns best possible estimate of oil and gas reserves underlying this lease or aflocabfe to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such oonlJllds, agreements or M18i 0nent1. Such oonb"acla and agreements when received by the General Lend Olfioe shall be 
held In confidence by the General Land Office unless otherwise authorized by Lessee. An other contracts and records pertaining to the productlon, 
transportation, sale and marl<.eting of the oil and gas produced on said premises, including the books and accounts. reoelpts and discharges of al wells, 
tanks, pools, meters, and pipelines shall at all limes be subject to Inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS. DRILLING RECORDS. Writlen notioe of all operations on this leasa shall be submitted to the Commissioner of the General 
Land Offioe by Lessee or operator five (5) days before spud date, workover, re-enlly, temporary abandonment or plug and abandonment of any well or 
wells. Such written noHoe to the General Land Offioe shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
cornplelion reports and plugging reports shall be supplied to the General Land Oflice at the time they are filed with the Texas Railroad Cornmisslon. All 
applications, pennits, reports or other filings that reference this lease or any specific weft on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shan include the word "State• in the title. Additionally, in accordance with Ralroad Commission 
rules, any slgnage on the leased premises for the purpose of Identifying wells, tank batteries or other associated improvements to the land must also 
Include the word "State." Lessee shan supply the General Land Oftlce with any records, memoranda, aooounts, reports, cuttings and oores, or other 
information relative to the operation of the above-<lesaibed premises, which may be requested by the General Land Oflice, in add~lon to those herein 
expressly provided for. Lessee shan have an electrical and/or radioactivity aur.oey made on the bore-hole sedlon, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transm~ a true oopy of the log of each survey on each well to the 
General Land Oflice within fifteen (15) days after the making of said sur.oey. 

(C) PENAL TIES. Lessee shaD incur a penalty whenevef repclf1s, documents or other materials are not filed In the General Land Olfioe when 
due. The penalty for late t'iflllQ shaD be set by the General Land Offloe administrative rule which is effective on the date when the materials "-'!111 due in 
the General land Oflice. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary tenn hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary tenn hereof and aner the disoovery and 
actual production of oil or gas from the leased premises such produdlon !hereof should oease from any cause, this lease shall not tennlnate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or oessatlon of produdion Lessee cornmenoes additional drilling or 
l'e'Mlrl<.ing operatlons 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 within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of ol or gas should oease for any cause, 
Lessee's rights shall remain in full foroe and effecl without rurther operations until the expiration of the primary lenn; and If Lessee has not resumed 

True an 
copy of 

Original f\led in 
Reeves County 

Cleri<s Office 

-

-



• •• • • ••• .... 
• •••• 

• .. 
' . . . .. 

• ······ • • 

VOL. 7 7 ~~ Pl\GE 80:1 

production In paying quantities at the expiration of the primary tenn, Lessee may maintain this lease by conductJng additional dnlling Of rewof1\ing 
operations pursuant to Patagraph 13, using the expiration of the primary tenn as the date of cessation of production under Paragraph 13. Should the first 
weU Of any subsequent weu driUed on the above desaibed land be oompleted as a shut-ln oil Of gas well within the primary term hereof, Lessee may 
resume payment of the aMual rental in the same manner as provided herein on Of before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil Of gas wei and upon the failure to make such payment, this lease shal ipso facto tetminate. If at the 
expiration of the prlmaJy term or any tine thereafter a shut~n oil or gas wea Is located on the leased premises, payments may be made In accordance 
with the shut~n provlslons hereof • 

12. DRIWNG AND REWORKING AT EXPtRAllON OF PRIMARY TERM. If, at the el~PiratJon of the prmary tenn, neither oil nOf gas is being 
produced on seid land, but Lessee Is then engaged in diiiUng Of rewori\ing operations thereon, this lease shall remain in force so long as operations on 
seid well Of fOf drilling Of rewor1<ing of any additional wells are proseaJted in good faith and In WO!kmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they result In the production of oil and/Of gas, so long thereafter as 011 and/Of gas is produced 
in paying quantities from said land, Of payment of shut-in oil Of gas wel royalties Of 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 teased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworl\ing 
operations within sixty (60) days after such cessation, and this lease shaU remain in lui force and effect for so long as such operations continue in good 
faith and in WOII<manlike manner without interruptions totaf!OQ mOfe than sixty (60) days. If such drilling Of rewor1<.ing operetions result in the production 
of oil Of gas, the lease shall remain in full fOfce and effect for so long as oil Of gas Is produced from the leased premises in paying quantities Of payment 
of shut-in oil Of gas well royalties or payment of compensatory royalties is made as provided herein Of as provided by law. If the driHing or rewonung 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworldng 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues drilling Of 
reworldng operations In good faith and in a worlunanlike manner without Interruptions totaling mOfe 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. FOf purposes of this paragraph, "weir means any well that has been assigned a weu number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease thal until being shut in. was being 
maintained in force and effect, a weU capable of producing oil Of gas In paying quantities is located on the leased premises, but oil or gas is not being 
produced fOf lack of suitable production faciUties Of lack of a suitable malilel then Lessee may pay as a shut-in oil Of gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year fOf each well capable of producing oil Of gas In paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, lhen fOf 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 Of gas royalty must be paid on Of before: (1) the expiration of the pnmary term, (2) 60 days after 
the Lessee ceases lo produce oil Of gas from the leased premises, or (3) 60 days after Lessee completes a driling Of rewor1dng operation in aa:oolanoe 
with the lease provisions; whichever date Is latest Such payment shal be made one-half (112) to the Convnlssioner of the General Land Office and on&­
half (112) lo the owner of the SOil. If the shut-in odor gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease !Of a period of one year from the end of the primary term, Of from the first day of the month following the month in which 
production ceased, and, after thal if no suitable production facilities Of suitable marl<et fOf the oil Of gas eJaSts, Lessee may extend the lease fOf four 
more suocessive periods of one (1) year by paying the same amount each year on Of before the expiration of each shut~ year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease Is kept in effect by payment of the shut~ oil Of gas royalty, oil Of gas is 
sold and deivered in paying quanti1ies from a well located v.ilhin one thousand ( 1 ,000) feet of the leased pretl\l5eS and compleled 111 the same produong 
reservoir, Of in any case in which drainage is oocurring, the right to continue to maintain the lease by paying the shut-'n oil Of gas royalty shaD cease, but 
the lease shall remain effectiVe for the remainder of the year fOf which the royalty has been paid. The Lessee may maintain the lease for four more 
suoc:essive years by Lessee paying compensetory royalty at the royalty rate provided in the lease of the masket value of production from the well causing 
the drainage or which Is completed in the same producing reseiVOir 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 on&-half (112) to the owner of the soil, beginning on Of 
before the last day of the month following the month in which the oil Of 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.ffi011th period 
Is an amount less than the annual shut-ln oil Of gas royalty, Lessee shaD pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided In 
Texas Natural Resouroes Code 52. 173; h<mever, at the determination of the Commissioner, and v.ith the Commissione(s written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset we Us. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing Of capable of producing oil or 
gas has been completed on the leased premises, Lessee shaU exercise the diligence of a reasonably prudent operator in drilling such additional well Of 
welts 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 Of extended term ~ 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 Of gas well as provided In Paragraph 14 hereof}, Of a well 
upon which Lessee Is then engaged In continuous drilling Of reworl\ing operations, Of (2) the number of acres Included In a producing pooled un~ 
pursuant to Texas Natural Resources Code 52.151·52.154, Of (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producJng well under the rules and regulations of the Railroad Convnisslon of Texas, or any sucoessor 
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 Of the wen Of welts located thereon are reclassified so that less acreage is thereafter allocated to said wen Of wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter aUocated to said well or wells fOf 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 stiU subject to this lease for all purposes desaibed In Paragraph 1 hereof, together with easements and rights-of-way fOf 
existing roads, existing pipelines and olher existing facilities on, over and aaoss all the lands desa1bed in Paragraph 1 hereof !"he retained lands'), fOf 
aa:ess to and from the retained lands and for the gathering Of transpor1ation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL In the event this lease is in foroe and effect two (2) years after the expiration date of the primary or extended term n shall 
further terminate as to all depths below tOO feet below the total depth drilled (hereinafter "deeper depths") In each well located on aoeage 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-he~ (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amoun1 is paid, this lease shaD be In lon::e and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTlFICATION AND FlUNG. The surface aoeage retained hereunder as to each wei shan, as nearly as practical, be In the form of a 
square with the wei located in the center thereof, or such other shape as may be al)p(OYed by the Commissioner of the General Land Ofl'ice. Wrthln 
thirty (30) days after par1ial termination of this lease as provided herein, Lessee shall exeaJie and reoon:l a release or releases containing a satisfactory 
legal description of lhe acreage and/or depths not retained hereunder. The recorded release, or a cer1ified copy of same. shall be filed in the General 
Land Office. aocompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee falls or refuses 
to execute and record such release or releases within ninety (90) days altar being requested to do so by the General Land OffiCe, then the 
Commissioner at his sole dlsaetion may designate by written Instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counties where the lease is located and In the official records of the General Land Office and such 
designation shan be binding upon Lessee for an purposes. 

17. OFFSET WELLS. N&nher the bonus, delay rentals, 0()( royalties paid, or to be paid, under this lease shal relieve Lessee of his obligation 
to protect the oil and gas under the above~escribed land from being drained. Lessee, sublessee, receiver or other agent In control of the leased 
premises shall drill as many wells as the facts may Justify and shall use appropriate means and drill to a depth necessary to preven1 undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced In commercial quantities within 1,000 feet of the leased premises. 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall In good fanh begin the drilling of a well or wells upon the leased premises within 100 days after the draining wea or wells or the 
wen or wells oompieted within 1,000 feel of the leased premises start producing In commercial quantnies and shall prosecute such driling with dRigence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soirs agency rights to forfeHure. Only upon the determination 
of the Commissioner of the General Land Office and with his wr1tten approve! may lhe payment of compensatory royalty under applicable ataMory 
parameters satisfy the obligation to drin an offset well or wells required under this paragraph. 

18. FORCE MPJEURE. If, after a good tanh efforL Lessee is prevented from complying with any express or implied covenan1 or this lease, 
from conducting drilfing operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion, riota, 
strikes, acts of God, or any valid order, rule or regulation of govei'MlBilt authority, then while so prevented, Lessee's obligation to OOf1lliY with such 
covenant shaft be suspended and Lessee shall not be Hable for damages for failure to comply with such covenants; additionally, this lease shaP be 
extended v.tlile Lessee is prewnled, by any such cause, from oonduding drillng and -mg operations or from produclng oil or gas from the leased 
premises. However, nothing in this paragraph shaD suspend the paymen1 of delay rentals In order to main1ain this lease in efled during the primary term 
in the absence of such drilling or rewolking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tnle to the leased premises. If the owner of the soil defaults 
In payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mor1gage, 
taxes or other liens on the leased premises. If Lessee makes payments on beha~ of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royantes due the owner of the soA. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. II the owner of the soil owns less than the entire undivided surface estate In the above 
desalbed land, whether or not Lessee's ln1erest is specified herein, then the royaHies and rental herein provided to be paid to the owner of the 11011 shan 
be paid to him In the proportion which his Interest bears to the entire un<f!Vided 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 propor1ionately reduced. However, before Lessee adjusts the 
royaHy or rental due to the Commissioner of the General Land Office, Lessee or his authortzed representative must submH to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
Interest not covered by a lease, less the propor1ionate development and production cost allocable to such undivided interesl However, in no event shaH 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of OOIHixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land COYered by this lease is Included wfthin the boundartes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resouroes Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres then the total 
amount described herein, payments that are made on a per acte basis hereunder shan be reduced aocorcfang to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a par acre basis under the terms of this lease during the primary term shal be 
calaJiated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actuaRy retained and COYered by this lease. 

2t. USE OF WATER. Lessee shan have the right to use water produoed on said land necessary for operations under this lease except water 
from wens or tanks of the owner of the soil; provided, however, Lessee shaR not use potable water or water suitable for &vested< or irrigation purposes 
for waterllood opemtlons without the prior consent of the owner of the soil. 

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

23. PIPELINE DEPTH When requested by the owner of the soil, Lessee shaD bury its pipefines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner or the soil. 
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25. POLLUTION. In developing this area, Lessee shan use the highest degree of cate and an proper safeguards to prevent pollution. Wrthout 
limiting the foregoing, pollution of coastal weUands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
fac:itities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution. Lessee shall use a1 means at its disposal to 
recapture aU escaped hydtocafbons or other potlutlnt and shall be responsille for al 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 protea Uvestock against loss, damage or Injury; and upon 
almple!ion ()( abandomlent of any wet or wets. Lessee shall Nt and 1e11e1 al slush pits and ce1ars and completely dean up the driling sae of aa nilbish 
thereon. lessee shall, while conducting operations on the teased premises, keep said premises t-ee of aa rubbish, cans, bottles, paper 04lS or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practlcabte. Tanks and 
equipment wiU be kept painted and presentable . 

26. REMOVAL OF EQUIPMENT. SUbject to limilations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, inclll<fong the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of thls tease unless the owner of the soil grants Lessee an extension of this 12<klay period. However, Lessee may not remove casing from 
any welt capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove cas1ng until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soij shalt become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in thls paragraph and Paragraph 29 of thiS lease, the nghts and estates of either 
party to thls tease may be assigned, in whole or in part. and the provisions of tin 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 ertediveness of any payment made by Lessee or impair the effedjveness of any 
ad pelformed by Lessee. And no change or division In ownership of the land, rentals, or royalties sllall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
In ownership, Including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this 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 between the several owners ratably, aooording to the area of each, and failure by one or more of them to pay his share of the rental shall not affed 
this lease on the part of the land upon which pro rata renta.ls are timely paid or tendered; however, If the assignor or assignee does not file a certified 
oopy of such assignment in the General Land Office before the next rental paying date, the entire lease shan terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shalt succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, Including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), If the owner of the soU acquires this tease in whole or in 
part by assignment without the prior written approval of the Convnissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfehed by the Convnlssloner. An assignment Wla be treated as if II were made to the owner of the soil if the 
assignee is: 

(1) a nominee of the owner of the soil; 
(2) a oorp()(ation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a oorp()(ation or subsic:hary; 
(3) a partnership in which the owner of the sotl is a partner()( is an employee of such a pannership; 
(4) a principal stockholder or employee of the oorp()(ation which is the owner of the soil; 
(5) a pattner or employee in a partnerahip which is the owner of the soil; 
(6) a fiduciary for the owner of the sell; induding but not limited to a guanf181l, trustee, executor, adminlstratof, receiver, or c:onservatof for the 
owner of the soil; or 
(7) a family member of the owner of the 11011 or related to the owner of the soil by maniage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the sQJ and place of record a release or releases covering any portion or portions of the leased premises, and thereby sunender this lease as 
to such portion or portions, and be relieved of aD subsequent obligations as to acreage sunendefed. If any pan of this tease is propeny surrendered, the 
delay rental due under this lease shal 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 fiabiities which may have aa:rued under this lease prior to the 
surrender of such acreage. 

29. AUNG OF ASSIGNMENTS AND RELEASES. If a1 or any pan of this lease is assigned or released, such assignment or release must be 
recorded i1 the coooty w11ere the land is situated, and the recorded instnment, or a oopy of the recorded instnment certified by the County Clerll of the 
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. AJI provisions pertaining to the lease of the abov!Hlesaibed land have been Included In this instrument, 
Including the statement of the true consldenrtlon to be paid for the execution of this lease and the rights and duties of the parties. Any coNateral 
agreements concerning the development of oa and gas from the leased premises which are not contained in this lease render this lease Invalid. 

31. FIDUCIARY DVTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any fads affedjng the State's Interest in 
the leased premises. When the interests of the owner of the soli conftid 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 shaU faU or refuse to make the payment of any sum within thirty days after it becomes due, or If Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if lessee shall fail or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Contmissioner of the General Land Office, or if Lessee 
should fail to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fall or refuse to give corred information to the proper authority, or knowingly fail or refuse to furnish the General 
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Land Otlice a correct log of any wen. or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfe~ure by the 
Commissioner, and he shaD forfeit same \Mlen su!'OOently Informed of the facts which authorize a forfeiture. and when forfeited the area shaD again be 
subject to lease under the terms of the Relinquishment Ad. However. nothing herein shall be construed as waiving the automatic termination of this 
lease by operntion of law or by reason of any spedallimijation arislng hereunder. Forfeitures may be set aside and this lease and aW rights thereunder 
reinstated before the rights of another intervene upon satisfac:lory evidence to the Commissioner o4 the General Land Otlice of future oompliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto • 

33. UEN. In aooordance with Texas Natural Resources Code 52.136, the State shaH have a first ften upon all oil and gas produced from the 
area covered by this lease to secure payment of an unpaid royalty and other sums of morley that may be<xlme due under this lease. By aoceptance of 
this lease. Lessee grants the State, In ackfftion to the lien provided by TelC8S Natural Resources Code 52.136 and any other applicable statutory lien, an 
e)(!)ress oontradual lien on and security interest In an leased minerals In and extracted from the leased premises, all proceeds which may accrve to 
Lessee from the sale of such leased minerals, \Mlether such proceeds are held by Lessee or by a third party. and all fixtures on and Improvements to the 
leased premises used In oonrtection with the production or processing of such leased minerals In order to secure the payment of an royaHies or other 
amounts due or to bealme due under this lease and to se<:Ure payment of any damages or loss that Lessor may suller by reason of Lessee's breach of 
any covenant or condition of this lease. whether e>epress or Implied. This lien and se<:Urity Interest may be foredosed with or without court proceedings In 
the manner provided In the Trtle 1. Chap. 9 of the Texas BuslrteSS and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably rteceSSary to ad<nO\Medge, attach or perlec:t this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's actMties upon the above-<lescribed property or from Lessee's acqulsition of this lease. 
Should the Commissioner at any tln1e determine that this representation Is not true, then the Commissioner may declare this lease forleHed as provided 
herein. 

34. POOUNG. Lessee Is hereby granted the right to poOl or unitize the royalty interest of the owner of the sotl under this lease with any other 
leasehold or mineral Interest for the exploration, development and production of oil or gas or eHher 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 un11Jzlng of the Interest or the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soli agrees that the Inclusion of this provision In this lease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State ofTexas and the owner or the soil, their otlicers, employees, partners, 
agents, contractors. subcontractors, guests. Invitees. and their respective suocessors and assigns, or and from an 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 llm"ed to, all losses and 
exPenses which are caused by the activities or Lessee, Hs otlicers, employees, and agents arising out or, Incidental to. or resulting from, the operations 
of or for Lessee on the leased premises hereunder. or that may arise out of or be occasioned by Lessee's breach or any of the terms or provisions of this 
Agreement or by any other negligent or slridly liable ad or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State ofTexas and the owner of the soil, their otlicers, employees and agents, their suocessors or assigns, against any 
and an dalms, flabilities, 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 liabiiHy, Including attorneys' fees and other legal expenses, Including those related to 
environmental hazards, on the leased premises ()(in any way related to Lessee's fa~ura to comply with any and aD environmental laws; those arislng 
from or In any way related to Lessee's operations or any other or Lessee's activities on the leased premises; those arising from Lessee's use or the 
surface of the leased premises; and those that may arise out of()( be occasioned by Lessee's breach or any of the terms or provisions or 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 asslgns. Each assigrtee of this Agreement, ()( an Interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State ofT exas and the owner of the soil, lhU ol'lioers, employees. and agents In the same manner provided above In oonnedion with 
the activities of Lessee, its otlicers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBUGATIONS ANDIOR UABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT UABIUTY. OR THE 
NEGUGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGUGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGUGENCE 
BE SOLE. JOINT, CONCURRENT, ACTIVE. OR PASSIVE. 

38. ENVIRONMENTAL HAZARDS. Lessee shall use the hlgtwst degree of care and all reasonable safeguards to prevent contamination or 
pollution o4 any envtrorvnental medium, Including soli, surface waters, groundwater, sediments, and surface or subsurfKe atnta, 111T1blent air or any 
Olher environmental medium In, on, or under, the '-«! I)I$TIIses, by any waste, pollutant. ()( contaminant. L.easM shan not bo1ng or permit to rwmaln on 
the leased p,.,lses any asbeslxla containing ma18rlals, explosives, toxic mablrlala, or substances regulated as haDrdous wnlM, twurdous ma18rials, 
hazardous aubstlnoss (as the term "HI!Drdous Subatanee" Is defined In the Corn~ Envlronmenllll Response, Compenutlon and Uabmty Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxle aubstanees under any r.deral, state, or local law or reguhrtlon r HaDrdous Ma11tt1ala1, except 
ordinary pnxlucls commonly UHd In c:onnect1on wtth oa and gas explomlon end development oper1lllons and stored In the USUII manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILmES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS 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 THlS 
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. 
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37. APPUCABLE LAW. This lease Is issued under the provisions of Texas Natural Resources Code 52. 171 through 52.190, oommonly 
known as the Relinqulslvnent Ad. and other applicable statutes and amendments thereto, and if any provision in this lease does no1 confonn to these 
statutes. the statutes wil prevail ~ any nonconfonning lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and ac::knowtedged by the Lessee before ~is filed of recold 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 FlUNG. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of reoord In the office of the 
County Cieri< in any county in which all or any pan 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 ac:cordarK:e with Texas Natural Resources Code 52.163. Additionally, this lease shall not be ~ndlng upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease. The bOnus due the State and the prescribed fillng fee shall 
acoompany such cenified copy to the General Land Office • 

ADDENDUM PROVISIONS - #40 thru #41 

40. CONTINUOUS DEVELOPMENT. After the explration of the pM!ary tetm, and noiW!Uistanding paragraphs 16 (A) and 16 (B) above and 
any otl'ler provision in this lease to the contrary. no portion of this lease wll terminate l Lessee continues to dril a well (or wels) anywhere on the leased 
premises With no more than 180 days between the release of the dr~ling rig on one weY and the commencement of adual drilling operations on a 
sub5equent wei (hereinafter referred to as "continuous drillingj . Upon the cessation of contlnuous drilling this lease shaY terminate in accordance with 
the other relevant provisions herein. If, hOwever, Lessee has filed will the Texas Rairoad Commission, no later than 60 days prior to the expwation of 
the said 180-4ay period, aa requisie applicalions to dril the next weM in the continuous dllliog program, and Lessee is unable to proceed will driling 
~ authorilation by the Texas Raitoad Commission. then Lessee shal be alowed such addlional tine as may be reasonably neoessaty to obtain 
the authorilation and thereafter spud the subsequent weL 

41. DE.LAY RENTALS. As stipulated In Paragraph 13 of this lease. the rentals for this lease have been PAJO.UP tor the second (2"') and 
third (3") years of the pr¥nary tenn hereof. Lessee ()(Its assigns shaD have the right to keep this lease in forte and effect tor t11e fourth (4") and fifth (5") years of 
the primary term provided for herein by tendering a payment of three hundred twenty fiVe dollars ($325.00) per net acre prior to September 16. 2010. as to 
any acreage covered hereby and not otheiWise being maintained by any other prollision herein at such tine. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC. 

Title: PRESIDENT 

Date: \(;) • \1· 'leD., 

LESSOR 

STATE OF TEXAS 

"~~ EMI~ -

Individually 1nd aa agent for the State ofTexaa 

oate: ____..l.f_· -=-?1"......._·_0_~...;..__ 
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STATE OF TEXAS 

COUNTY OF ATASCOSA ) 

BEFORE ME. the undersigned authority, on this day personally appeared CINDY G. MERCER, known to me to be the person whose name Is 

subscribed to the foregoing Instruments as President of Pinnacle Land Services, Inc. and acl<nowledged to me that she executed the same for 

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

I I ~ D~bc. ... M!> 
Given under my hand and seal of oflice this the -l..1..:..., day of~t. 2007. 

STATE OF CALIFORNIA 

COUNTY OF~ 1 ) 
.S,.,\- ~>p.l'-

MEliSSA C. BOWEN 
MY COiolltiiSSION EXPIIIES 

o-ar te. m 

BEFORE ME, the undersigned authority, on this day personally appeared EMILY HARRIS. known to me to be the person whose name Is 

subscribed to the foregoing Instrument, and acknowledged to me that he executed the same for the purposes and consideration therein 

expressed. JM 
Given under my hand and seal of oflice this the J$!!._ day of September. 2007 

:: ~ No::ryPubll~~ 
The State of California 

--

FILKI 4969 

FTLJIJ) FOR llECOm) OR ·TO 7TH . DAY Of DECEMBER 9 • 41 A :....._......:.-==:..._..:.:.:__ ___::.=..::.==..::.:.:.. _ _:_ __ A .D . 2007 • • M. 

UUL[fiRE_COIDED O~TBE~ DAY OP DECEMBER 8·00 A _ _ ______ _ ___ A. D. 2007 • • M. 

BY: YJ)_L v ' DEPUTY o-r •..., 0 _ .I.AIU'ID • FLOREZ • COUIITY ~ 
Rlr!VES COUJITY, TDAS 
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FILE# 4971 

.;_,., und om« 
Rttlnqllf'lhment Act Lease Form 
Rtvlttd. September 1997 

~u!itin , ~exa~ 

OIL AND GAS LEASE 

nilS AGREEMENT is made and entered into this 7th day of September, 2007, between the State of Texas. acting by and through its agent BARBARA 
RUFF ARLEDGE. of P.O. BOX 957. RANCHO SANTA FE CALIFORNIA 92067, said agent herein referred to as the owner of the soil (whether ooe or 
more), and PINNACLE LAND SERVICES INC .. P.O. DOX 991 PLF.ASANTQN. TEXAS 78()64. hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be P,aid, kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soli, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying p.pe lines, bulldrng tanks. storing orl and building power 
stations, telephone Unes and other structures thereon. to produce, save. take care of, treat and transport sald products of the lease, the foltowing lands 
situated rn ~County, State ofTexas. to-wil 

Section 46, Abstract 2472, Bled< 57, Public SchOOl Lands Survey. 

containing 640.00 acres. more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Te~as· SIX 'TliOUSANQ NINE HUNDRED THIRTY-THREE DOLLARS AND 34/100 

(56,933.34) 

To the owners of the soil: SIX !HOUSAND NINE HUNQRED 'Tli!RJY-THREE DOLLARS AND 33/100 

(S6.933.33) 
Total bonus consideration ofJHIRTEEN THOUSAND EIGHT HUNDRED SIXJY-SIX DOLLARS AND 67/100 

($13,866.67) 

The total bonus consideration paid represents a bonus ,.,of-''Tli"-"-'R,E ... E...,H"'UuN,.,DR""E"'D"-'-lWE'-=,_,NJYJ....:..;;-,_EuiVE""--------- --------­

Oollars ($325 00) per acre, on~ ne1 acres. 

2. TERM. Subjed to the other provlsrons In thrs lease. thiS lease shan be for a term of FIVE years from 
this date (herein caned "primary term; and as long thereafter as oil and gas, or erther of them, is produced In paymg quanbbeS lrom said land. As used 
in this lease, the term "produced in paying quantities" means thai the receipts from the sale or other aulhonzed commercial use of the substanoe(s) 
covered exceed out of pocket operational expenses for the six months last past 

3. DELAY RENTALS. If no wellos commenced on lhe leased premises on or before ooe (1) year lrom this date, this lease shaU terminate. 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his creda In the ___________ _ 

Bank, at PAY DIRECTLY TO THE QWNER Of !HE SOIL 
or its successors (which shall continue as the depository regardless of changes In the ownership of said land). the amount specified below; In add~ion 
Lessee shaH pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS. a ~ke sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privrlege of defemng the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be In the following amounts: 

True and Correct 
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To the owner of the SOli. --"'SE""E"-A'-'O"'D""E"'N_,_,D..,U.,;M:::..fl4=.~1 ____________________ _ 

Dollars (S ____ __~ 

To the State ofTexas: 

Dollars ($ ____ ____. 

Total Delay Rental: ____________________________ _ 

Dollars($ _____ .J 

In a like manner and upon hke payments or tenders annually, the commencement of a well may be further deferred for succeSSIVe periods of one (1) 
year each during the pnmary term. All payments or tenders of rental to the owner of the soil may be made by Check or Sight draft of Lessee. or any 
assignee of this lease. and may be delivered on or before the rental pay10g date If the bank desognated 1n lhJs paragraph (or 1ts successor bank) should 
oease to eXJSt, suspend business. liquidate, fa~ or be succeeded by another bank. or lor any reason fa~ or refuse to acc:ept rental, Lessee shaD not be 
held 1n default for failure to make suCh payments or tenders of rental unbllhuty (30) days after the owner of the s~ shaD deliver to Lessee a proper 
recoldable lllS11\ment natn1ng another bank as agent to receeve suCh payments or tenders 

4 PRODUCTION ROYAL TIES. Upon productiOn of od and/or gas, Lessee agrees to pay or cause to be paid one-llalf (112) of the royaky 
prOVIded for in this tease to the Convmsseoner of the General Land Office of the State ofTexas. at Ausun, Texas. and one-half (112) of suCh royalty to the 
owner of the sci· 

(A) OIL Roya~y payable on oil, which Is defined as induding all hydrocarbons produced 1n 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 equ•pment. as hereinafter I)(Ovided, 
shall be 1/4 pan of the gross production or the marl<et value thereof. at the option of the owner of the soil or the Commissioner of the General 
Land Office, suCh value to be determined by 1) the highest posted price. plus premium. ~any, offered or paid for oU, condensate. d•sbllate. or other liquid 
hydrocarbons, respectively, of a hke type and gravity in the general area where produced and when run. or 2) the highest marl<et price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof. whiChever 1S the greater. Lessee agrees that before 
any gas produced from the leased premises is sOld. used or processed •n a plant. ~ IMII be run free of oost to the royalty owners through an adequate oil 
and gas separator of oonvenbonal type, or other equipment at least as efficien~ so that all r~quld hydrocartlons recoverable from the gas by suCh means 
win be recovered. The requirement that suCh gas be run through a separator or other eqUipment may be wa1ved, 1n wnung. by the royatty owners upon 
suCh terms and oondiuons as they prescribe 

(B) NON PROCESSED GAS. Roy a tty on any gas (induding flared gas). whiCh IS defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above. produced from any well on said land (except as provided here1n IMth respect to gas l)(ocessed 111 a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shaD be____!L1__ pan of the gross product1on or the marl<et value thereof, at the 
option of the owner of the soil or the CommiSsioner of the General land Office. suCh value to be based on the highest marl<et pnce paid or offered for 
gas of comparable quality 1n the general area where produced and when run. or the gross pnce paid or offered to the l)(oducer, whichever IS the greater, 
provided that the maximum pressure base in measuring the gas under this lease shaH not at any wne exceed 14 65 pounds per square 1neh absolute. 
and the standatd base temperature shall be sixty (60) degrees Fahrenheit, COifedion to be made for pressure acoordulg to Boyle's Law, and for speofic 
graVIty acxording to tests made by the Balance Method or by the most approved method of tesung belllQ used by the Industry at the tJme of testing 

(C) PROCESSED GAS Royalty on any gas processed 1n a gasoline plant or other plant for the recovery of gasoline or other lequ1d 
hydrocarbons shall be 1/4 pan of the residue gas and the lequld hydrocarbons extracted or the marl<et value thereof. at the opoon of the owner 
of the soU or the Commissioner of the General land Office All roya~ies 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 filly percent (50%). or that percent ac:cru1ng to Lessee, wh1Cilever 1s the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease, prov1ded that 1f liquid hydrocarbons are 
recovered from gas processed In a plant in which lessee (or its parent. subsld•ary or affiliate) owns an Interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent {50%) or the highest percent accruing to a thlfd pany process1ng gas through such plant under a process1ng 
agreement negotiated at arm's length (or if there is no suCh third party, the heghest percent then be1ng specified In process1ng agreements or contracts in 
the industry), whiChever is the greater. The respective royalues on residue gas and on liquid hydrocart>ons shall be determined by 1) the heghest marl<et 
price paid or offered for any gas (or r~quid hydrocarbons) of comparable quality in the general area, or 2) the gross pnce paid or offered for suCh residue 
gas (or the we~ghted average gross selling pnce for the respective grades of liquid hydrocarbons), whiChever LS 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 

(0) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepong leqwd 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas, by fractionating. burning or any other processeng shall be~ __ pan of 
the gross production of suCh products, or the marl<et value thereof, at the opbon of the owner of the ~or the Cormlissloner of the General Land Office, 
suCh marl<et value to be determined as follows: 1) on the basis of the highest marl<et price of eaCh l)(oduct for the same month 1n whiCh suCh product IS 

produced. or 2) on the basis of the average gross sale price of eaCh product for the same month In which suCh products are produced, whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year alter the expiration of the !)(mary term of thiS tease, if this tease is mainta1ned by production. the 
royalties paid under this lease In no event shall be less than an amount equal to the total annual delay rental here1n prOVIded; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the ano1versary date of thJs lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. II Paragraph 3 of this lease does not spec.fy a delay rental amount, then for the purposes of this 
paragraph. the delay rental amount shall be one dollar ($1.00) per acre. 

6. ROYALTY IN KINO. Notwithstanding any other provision m this lease. at any time or from t1me to time, the owner of the soil or the 
Commissioner of the General land Offece may. at the option of e~her, upon not less than sorty (60) days notice to the holder of the lease. requere that the 
payment of any royalties accruing to such roya~y owner under this lease be made in kind. The owner of the soirs 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 s01rs or the Commissioner of the General land Office's rights 
or lessee's obligations. whether express or implied. under this lease. 
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7. NO DEDUCTIONS. Lessee agrees thai all royalties accruing under this lease (Including those paid in kind) shall be without deduction for 
the cost of producing. gathering, storing, separating, treating. dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royally shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant. 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 recycle gas for gas lift purposes on the leased premises or for 
injection into any oil or gas producing fonnation unde~ying the leased premises after the liquid hydrocarbons contained In the gas have been removed; 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kond shall be paid to the Commossioner of the General Land Offoce 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 on 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 roya~y 
on gas Is due and must be received in the General Land Offoce 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 fonn and manner presaibed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of an documents, 
records or reports confinning the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In an cases the authority of a manager or agent 
to act for the Lessee herein must be filed In the General Land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royany being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever Is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year. such interest will begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty In an amount set by the General Land Office administrative rule 
which Is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the dellnquency penally shall In no way operate to prohibit the State's 
right of forfeiture as provided by law nor ad to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royally in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with i1s best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shaD be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and mali<eting of the oil and gas produced on said premises, Including the books and accounts, receipts and discharges of an wells, 
tanks. pools, meters. and pipelines shall at all times be subject to Inspection and examination by the Commissioner of the General Land Offoce. the 
Attorney General. the Governor. or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of an operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date. workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission fonns for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplled to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications. peomns. 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 indude the word "State" In the trtle. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of Identifying wells, tank batteries or other associated improvements to the land must also 
Include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
lnfonnation relative to the operation of the abov~escnlled 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 welt 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 materials are not filed In the General Land Office when 
due. The penalty for late @ng shall be set by the General Land Office administrative rule which Is effective on the date when the materials were due in 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary teom 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 tenn hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not tenninate If on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
rewoli<ing 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 teom or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause. 
Lessee's rights shall remain In full force and effect without further operations until the expiration of the primary tenn: and if Lessee has not resumed 
production in paying quantities at the expiration of the primary tenn, Lessee may maintain this lease by condudong additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary tenn as the date of cessation of production under Paragraph 13. Should the first 
wen or any subsequent well drilled on the above descnbed land be completed as a shut-in oil or gas well within the primary tenn hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment. this lease shall ipso facto tenninate. If at the 
expiration of the primary tenn 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. 
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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 dnl~ng or rewoli<ing operations thereon. this lease shall remain In forre so long as operattons on 
said wen or for drilling or rewoOOtlg of any additional wells are prosecuted in good faith and In wori<manlike manner Without lnterruptJOns t01afong more 
than sixty (60) days during any one such operation, and if they resuh In the production of 011 and/or gas, so long thereafter as oi 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 th1s lease. 

13. CESSATION, DRILLING. AND REWORKING. If, after the expiration of the primary term, productoon of oil or gas from the leased 
premises, after Ona! obtained. should rease from any cause. this lease shall not term1nate if Lessee convnences add1Uonal drilling or reworking 
operations within sixty (60) days after such ressation. and this lease shall remain In lui force and effect for so long as such operations continue Ul good 
faith and In worl<manlile manner without intemJptions totaflllQ more than sixty (60) days. If such drilling or rewoOOt1g operations resuh In the produc:tton 
of oH or gas, the lease shaD remain In full force and effect for so long as oil or gas Is produced from the leased preiTIISeS •n paYing quanntleS or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law If the drilling or rewondng 
operations result in the completion of a well as a dry hole. the lease will not terminate if the Lessee commences additional drilling or rework•ng 
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 dnlhng or 
reworking operations in good la1th and in a workmanlike manner wtthout interruphons totaling more than Stxty (60) days Lessee shall give wntten noha! 
to the General Land Office within thiny (30) days of any a!Ssation of productlOn 

14. SHUT·IN ROYAL nES. For purposes of thiS paragraph, "welT' means any well that has been a5519ned a well number by the state agency 
having jurisdldion over the produellon of oil and gas. Jr. at any tme after the exptration of the prmary term of a lease tha~ unnl betng shut Ul, was be1ng 
maintained in force and effect, a well capable of producing 011 or gas In paYing quanwes IS located on the leased premtSes, but oil or gas •s not being 
produced for lad( of suitable production ladlities or lack of a suitable marke~ then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided in the lease. but not less than $1 ,200 a year for each well capable of produetng 011 or gas in paytng quantities If 
Paragraph 3 of this lease does not specify a delay rental amoun~ then for the purposes of thiS paragraph, the delay rental amount shaU be one dollar 
($1 .00) per acre. To be effective, each initial shut-in on or gas royahy must be paid on or before: (1) the exptranon of the pnmary 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 operattOn ln accord ana! 
with the lease provisions; whichever date is latest Such payment shall be made one-half (112) to the Comnussioner of the General Land Office and one­
half (112) to the owner of the son. If the shut-in 011 or gas royalty Is patd, the lease shall be considered to be a produang lease and the payment shall 
extend the term of tile lease for a period of one year from the end of the pnmary term. or from the first day of the month following the month •n which 
production ceased, and, after that, II no suitable production facilities or suitable marl<.et for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shuHn year. 

15. COMPENSATORY ROYAL TIES. If. dunng the penod the lease IS kept tn effea by payment of the shuHn o~ or gas royahy, oil or gas Is 
sold and delivered in payUlg quanbtles from a well located within one thousand (1 .000) feet of the leased premtSes and completed in the same producing 
reservoir, or In any case 1n whiCh drainage IS occumng, the nght to conunue to malntall'l the lease by payong the shut-tn 011 or gas royalty shall cease, but 
the lease shall rernatn effecuve for the rernatnder of the year for whiCh the royahy has been paid. The Lessee may matntaln the lease for four more 
successive years by Lessee paytng c:ornper~Satory royalty at the royalty rate prOVIded In the lease of the market value of produc:tton from the well caUStng 
the drainage or which is completed In the same produdng reservotr and within one thousand (1,000) feet of the leased premtses. The compensatory 
royalty is to be paid monthly, one-half (112) to the Convnissioner of the General Land Office and one-hall (112) to the owner of the soil, beg111ning on or 
before the last day of the month following the month in which the oil or gas is produced from the well caustng the dra1nage or that is completed tn the 
same producing reservotr and located within one thousand (1.000) feet of the leased premtses. If the compensatory roya~y paid 111 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 withtn thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid wtll acaue penalty and Interest in accordance with Paragraph g of thts 
lease. None of these provtsions wtll 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 determinabon of the CommiSSioner. and wtth the Cornmissione(s wnnen approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notwithstanding any proVISion of thts lease to the contrary. after a well prodUCing or capable of produang oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably Pf\Jdent operator tn dnlmg such addruonal wet1 or 
wells as may be reasonably nea!ssary for the proper development of the leased premises and in markeung the produaion thereon 

(A) VERTICAL In the event this lease is in force and effect two (2) years alter the expiration date of the prmary or extended term rt shaD then 
terminate as to all of the leased premises, EXCEPT (1) 40 aaeiS surrounding each oil well capable of produang In paying quanuues and 320 acres 
surrounding each gas well capable of produang In paying quantities (including a shut~n oil or gas well as provtded 1n Paragraph 14 hereof). or a weH 
upon which Lessee is then engaged in continuous drilling or reworlting operauons, 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 aaes as may then be allocated for produaion 
purposes to a proration unit for each such producing well under the rules and regulations of the Ratlroad Commtsston of Texas. or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the panial termination prov~ions hereof, the 
applicable field rules are changed or the well or wells located thereon are redassifled so that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all aaeage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and nghts-of-way for 
existing roads, eldsting pipelines and other existing fadlilies on, over and across all the lands described in Paragraph 1 hereof ("the retained lands'). lor 
access to and from the retained lands and for the gathering or transportation of oi. gas and other mtnerals produced from the retaUled lands 

(B) HORIZONTAL In the event this lease is in force and effect two (2) years after the expirauon date of the primary or extended term it shall 
fur1her tenninate as to aU depths below 100 feet below the total depth dnJied (hereUlBfter "deeper depthsj in each weU located on acreage retained Ul 
Paragraph 16 (A) above. unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-hall (112) of the 
bonus originally paid as consideratiOn for this lease (as specified on page 1 hereof). II such amount Is paid, thiS lease shall be tn foroe and effecl as to 
such deeper depths, and said termination shall be delayed for an additional penod of two (2) years and so long thereafter as oil or gas ts produced •n 
paying quanntles from such deeper depths covered by this lease 

(C) IDENnFICATION AND FILING. The surface aaeage retained hereunder as to each well shall. as nearty as pradtcal. be In the form of a 
square with the well located In lila center thereof. or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thlny (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
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legal desaiption of the acreage and/or depths not retained hereunder. The recorded release. or a certirled copy of same. shall be filed in tihe General 
Land Office, acoompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release Is filed If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by wrillen instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In !he county or count1es where the lease is located and in the official records of the General Land OffiCe and such 
designation shaD be bind'1119 upon Lessee for aD pwposes 

t7 OFFSET WELLS. Neither the bonus. delay rentals nor royalties paid, or to be paid. under this lease shan relieve Lessee of his obligation 
to protect the ott and gas under the above-described land from being drained Lessee. sublessee, rece1ver or other agent in control of the leased 
premises shall drill as many wens as tihe facts may rusbfy and shall use appropnate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from lhe leased premises. In add1tlon, If 011 and/or gas should be produced in corrvnerdal quantitieS within 1,000 feet of lhe leased premises. 
or In any case where the leased premises is being drained by produciJOn of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased prem1ses within tOO days after the draining well or wells or the 
well or wens completed within t .000 feet of the leased premises start producing In commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soirs 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. 

ta FORCE MAJEURE. If, after a good fa1th effort, Lessee is prevented from complying With any express or mplied covenant of this lease. 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war. rebellion. riots, 
strikes. acts of God. or any valid order. rule or regulation or govemment authonty, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for fa1lure to comply with such covenants; additionally, this lease shall be 
ex1ended v.ilile Lessee IS prevented, by any such cause, from conducting dnlling and reworking operations or from producing oil or gas from the leased 
premises However, noth1ng in this paragraph shaD suspend the payment or delay rentals in order to maintain this lease In effect during !he primary term 
in the abser~ce of such drinlng or rewor1<ing operations or production of on or gas. 

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the son owns tess than the entire undivided surface estate in tihe above 
descn'bed land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shan 
be paid to him in the proportion v.ilich his interest bears to the entire undivided surface estate and the royaltles and rental herein provided to be paid to 
the Comm1ssioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a writlen statement v.illch explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the v.ilole production allocable to any undivided 
interest not covered by a lease. less the proportionate development and production cost allocable to such undivided lnteresl However, in no event shall 
the Commissioner of the General Land Office reoeive as a royally on the gross produclion allocable to the undivided Interest not leased an amount less 
than the value of one-sixteenth (t/t6) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the prVnary tenn. a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the Schoof Land Board and the owner of the soil1n accordar~ce with Natural ResoiKCes Code Sectlons 
52.151·52.154, or if, at any tine al\er !he expiration of the primary term or the extended term, this lease covers a lesser number of aaes than the total 
amount described herein. payments that are made on a per acre basiS hereunder shaft be reduoed according to the rn.mber of acres pooled, released. 
surrendered, or otherwise severed, so that payments determined on a per aa-e basiS under the terms of this lease during the primary term shan be 
calo.Jlated based upon the number of acres outside the boundaries of a pooled unit. or. if after the expiration of the pnmary term. the number of acres 
acluaDy reta1ned and covered by this lease 

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

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

23. PIPEUNE DEPTH. When requested by the owner of the soil, Lessee shall bury Its p!pelines below plow depth 

24. WELL LOCA nON UMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
!he written consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Wrthout 
limiting the foregoing, pollution of coastal wetlands. natural waleiWays. rivers and impounded water shall be prevented by the use of containment 
fadlities suffiCient to prevent spillage. seepage or ground water contamlnatJOn In the event of pollution. Lessee shall use an means at its disposal to 
recapture an escaped hydrocarbons or otiher pollutant and shall be responsible for all damage to public and private properties Lessee shaD build and 
maintain fences around its slush, sump, and drainage pits and tank battenes so as to preted hvestod< aga1nst loss, damage or injury: and upon 
completion or abandonment of any wen or wens. Lessee shall fill and level an slush pits and cellars and completely dean up the drilling site or an Mlbish 
thereon. Lessee shal. v.ilile conducting operatJons on the leased prermses, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface or the land to as near its original condition and contours as is practicable. Tanks and 
equ1pment Will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to flm~ations in this paragraph, Lessee shall have the right to remove machinery and fix1ures 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 
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termination of this lease unless the owner of the soil grants Lessee an extension of th1s 120-day period However, Lessee may not remove cas111g from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing un~l after thirty (30) days wrinen 
notice to the Commissioner of the General Land Office and to the owner of the sod The owner of the sod shall become the owner of any machinery . 
fixtures, or casing which are not trnely removed by Lessee under the terms of this paragraph. 

V . (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the nghts and estates of either 
party to this lease may be assigned, in whole or In part, and the provisions of this lease shaU extend to and be binding upon thelf helfS, devisees, legal 
representatives, successors and assigns. However, a change or d1vision 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 lmpa~r the effectiveness of any 
ad 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 satisfaclory written evidence of the change 
In ownership, including the onglnal recorded muniments of ~tie (or a certified copy of such orig1nat) 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. II this lease is assigned in its entirety as to only part of the acreage, the right and optJon to pay rentals shaU be apportJoned 
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 shal not affea 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however. 1f the assignor or assignee does not file a cerufied 
copy of such assignment In the General Land Office before the next rental paying date, the entire lease shall terminate for ladure to pay the en~re rental 
due under Paragraph 3. Every assignee shall succeed to all nghts and be subject to all obllga~ons. liabilities. and penalties owed to the State by the 
original lessee or any pnor assignee of the lease, Including any liabillt~es to the State lor unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any prov1s10n 1n Paragraph 27(a), 11 the owner of the soli acqwes this lease in whOle or in 
part by assignment without the prior wnnen approval of the Commissioner of the General Land Office, th•s lease is void as of the tJme of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An ass1gnment will be treated as 1! n were made to the owner of the soli if the 
a5519nee is: 

( 1) a nominee of the owner of the SOli, 
(2) a corporatJOn or subS!dtary 111 which the owner of the sOli Is a pnnopaJ stockholdef or os an employee of such a corporatJoo or subS!doary, 
(3) a paMership in which the owner of the soil is a partner or os an employee of such a partnershop, 
(4) a pnnopal stockholder or employee of the corporation which as the owner of the soil, 
(5) a partner or employee in a paMership which os the owner of the SOli. 
(6) a fiduciary for the owner of the SOli; including but not lmiled to a guard1an. trustee, executor, administrator, reoerver, or conservator lor the 
owner of the sod; or 
(7) a fam1ly member of the owner of the soil or related to the owner of the soot by mamage, blood, or adopbon. 

28. RELEASES. Under the conditions contained In this paragraph and Paragraph 29, Lessee may at any ume execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obtigallons as to acreage surrendered. II 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 WIU not relieve lessee of any Nabolities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. II aU or any part of thiS lease IS ass.gned or released, such assignment or release must be 
recorded in the county where the land is snuated, and the recorded instrumen~ or a copy of the recorded InStrument cerufied by the County Ctetl< of the 
county in which the instrument Is recorded, must be filed in the General Land Office Wlthlll 90 days of the last execution date accompanied by the 
prescnbed filing fee. If any such assignment Is not so filed, the rights acquired under th1s lease shall be subject to forfeiture at the optiOn of the 
Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertamlng to the lease of the above-descnbed land have been mcluded 1n th1s Instrument, 
Including the statement of the tru~e consideration to be paid tor the execution of th1s lease and the nghts and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in thos lease render thiS lease ~nvahd 

31. FIDUCIARY DVTY. The owner of the soil owes the State a fiduciary duty and must fully d1sdose any fadS affectlng the State's interest in 
the leased premises. When the interests of the owner of the soil conflict With those of the State. the owner of the soil is obligated to put the State's 
Interests before his personal interests. 

32. FORFEITURE. II Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowingly ma.ke any false retum or false report concerning production or drilling, or 11 Lessee shall fall or refuse to drill any 
offset weU or wells in good faith as required by law and the rules and regulations adopted by the Commlssooner of the General Land Office. or if Lessee 
should fail to file reports in the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or If Lessee should refuse the proper authonty access to the records pertaining to operations. or If Lessee or 
an authoriZed agent should knowingly fall or refuse to give corred Information to the proper authority, or knowingly taU or refuse to furnish the General 
Land Office a correct log of any weU, or If Lessee shaU knowingly voolate any of the matenaJ provisiOns of thos lease, or of this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfe1ture by the 
Commissioner, and he shaU forfeit same when suffiaenUy informed of the facts which authorize a lorfe~ure, and when forfe~ed the area shaH agaon be 
subject to lease under the terms of the RelinquiShment Ad. However, nothing hereon shall be construed as waiving the autornatJC termonation of thas 
lease by operation of law or by reason of any speciallimitallon arising hereunder. Forfeitures may be set aside and this lease and aB nghts thereunder 
reinstated before the rights of another intervene upon satisfadory evidence to the Commissioner of the General Land Office of Mure compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In acoordance with Texas Natural Resources Code 52.136, the Stale shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security Interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party. and all fixtures on and improvements to the 
leased premises used In connedlon with the production or processing of such leased minerals In order to secure the payment of aU royalties or other 
amounts due or to bealme due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of lessee's breach of 
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any covenant or condition of this lease. whether express or Implied. This rH!n and sewrity interest may be foreclosed with or without court proceedings in 
the manner provided in the Trtle 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the CommissiorH!r may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowtedge. attach or perfect this lien. lessee hereby represents that there 
are no prior or superior &ens arising from and relating to Lessee's aCWilles upon the above-described property or from Lessee's acquisition of this lease . 
Should the Commissioner at any trne determine that this representallon is not true, then the Commissioner may declare this lease lorfe~ed as provided 
herein 

34. POOLING. Lessee is hereby granted the nght lo pool or Ullltize the roya~ Interest of the owner of the SOli under this lease with any other 
leasehold or mineral interest for the exploration, development and prodUdlon of od or gas or e~r 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 un~izing of the interest of the Stale under this lease 
pursuant to Texas Natural Resources Code 52.151-52 154. The owner of the soil agrees that the onclusion of this provision in this lease salisfoes the 
execution requirements staled in Texas Natural Resources Code 52.152 

35. INDEMNITY. Lessee hereby releases and discharges the State ofTexas and the owner or the soil, their officers, employees, partners. 
agents, contractOIS, subcontradOIS, guests, in~ees, and their respective successors and assigns, of and from all and any adlons and causes or adion 
of every nature, or other harm, induding environmental harm, for which recovery of damages is sought, indudong, but not fomoted to, all losses and 
expenses which are caused by the adMties or Lessee, rts offocers, 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 anse out of or be occasloned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other neglogent or stridly liable ad 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 sucx:essors or assigns, against any 
and an dams. ~abilities, losses, damages, adions, personal injury (onduding death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory induding tort, contract. or strict fiabil~. including attorneys' lees 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 sucx:essors and assigns. Each assignee of this Agreement, or an Interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soli, their ofl'ooers, 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 LIABILmES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, Including soU, surface waters, groundwater, sediments, and surface or subsurface s!nlta, ambient air or any 
olher environmental med11.1n In, on, or under, the leased premises, by any waste, pollutan~ or contaminant Lessee shan not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazanloos wastes, hazardous materials, 
hazardous substances (as the tenn "Hazardous Substance" Is defined In the Comprehensive Environmental Response, Compensation and Uablllty Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation ("Hanrdous Materlals1, except 
onflnary products commonly used In connection with olt and gas exploration and development operations and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS 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 provoslons of Texas Natural Resources Code 52.171 through 52 190, commonly 
known as the Refonqulslvnent Act. and other applicable statutes and amendments thereto. and If any provision in thos lease does not conform to these 
statutes. the statutes IMl prevaU 011er any nonconforming lease provtSIOI1s 

38. EXECUTION. This oil and gas lease must be signed and ackl'lOiollledged 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 tease have been satiSfied, the effective date 
of this lease shan be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter g of the Texas Business and Commerce Code, this lease must be filed of record In the office of the 
County Cieri< In any county in which all 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 certifoed copy of this lease (which Is made and certified by the County Clel1< from his records) Is filed in the 
General Land Office in accordaroce with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it 
recites the actual and true consideration paid or promised for execution of this lease The bonus due the Slate and the prescribed filing fee shall 
accompany such certi6ed copy to the General Land Office 
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ADDEND UM PROVISIONS - #40 thru #41 

40. CONTINUOUS DEVELOPMENT. Al\er the expiration of the pnmary term, and notwithstanding paragraphs 16 (A) and t6 (B) above and 
any other provision in this lease to the contrary, no portion of this lease will terminate W Lessee continues to drin a well (or wellS) an)Where on the leased 
premlsea with no more than 180 days between the release of the drilling ng on one weU and the commencement of actual drilling operations on 8 
subsequent weD (hereinat\er referred to as "continuous dr~Ungj. Upon the C8$S&lion of continuous driling this lease shall terminate in accordance with 
the other relevant provisiona herein. If, however. Lessee has filed with the 'Texas Rairoad Corrvnission, no tater than 60 days prior to the explratoon of 
the said 180-day period, all requisite applic.ationa to dril the next weU In the continuous driMing program, and Lessee is unable to proceed with driling 
pending authOrization by the Texas Railroad Corrvnisslon, then Lessee shal be allowed such additional trne as may be reasonably necessary to obtain 
the authOrization and lhereal\er spud the subsequent wen . 

41. DELAY RENTALS. As stipulated In Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2"') and 
third (3") years of the primary term hereof. Lessee CK u asslgna shaU have the right to keep this lease In force and effect fCK the fourth (4") and fil\h (5") years of 
the primary term provided f01 herein by tendering a payment of three hundred twenty frve dollars ($325.00) per net aere pnor to September 8, 2010, as to 
any aaeage covered hereby and noi otherwise being ma111tained by any other provision hereon at such time 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC. 

~ "fncm" 
TIUe: PRESIDENT 

D•tc: \D-~ · 0,00'1 

LESSOR 

STATE OF TEXAS 

~~.~~ 
Individually and as agent for the State ofTexas 

Oal8:~3 .. ~7 
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STATE OF '!'8WI AA } 
~\'A:!.CbSt.. 

cous~~~~ 

01'.,0 

BEFORE ME. the undersigned author~y. on this day personalty appeared CINDY G. MERCER, known to me to be the person whose name Is 
subscribed to the foregoing instruments as President of Pinnacle Land Services. Inc. and acknowledged to me that she executed the same for 
the purposes and consideration therein expressed. in the capacity stated, and as the act and deed of said corporation. 

Och>~ 
Given under my hand and seal of office this the~ day of ieptomba<, 2007. 

~~c. Da\!)9_+£ NOtafi b tic in and for 
The State of TEXAS 

STATE OF CALIFORNIA 

COUNTY OF SAN DIEGO 

t.IEUSSA C. BOWEN 
MV COMMISSIOO EXPIRES 
~19, 2001 

BEFORE ME. the undersigned author~y. on this day personalty appeared BARBARA RUFF ARLEDGE. known to me to be the person whose 
name is subscribed to the foregoing instrument, and acknowledged to me that she executed the same lor the purposes and consideration 
therein expressed. 

-?-. J O<Lil>Be€. 
r my hand and seal of office this the~ day of~. 2007 

FILE# 4971 

l«f I"'QQIaaOt H9RI WIIICH!ImWRS M wt, Jlt9fW. 
OR U8f.lf Tm DESCR18£1) R£Al. l'llllroiTY IIEtAUSE OF tnlDI 
OIIIG IS IINWO NfJ Ull£)lf(R'.£Ail tJIIEJI fUOAl 
1M 

PTLED FOR RECORD OW 'l'BE'---'7'-'TH~ ____ DAY OF_~D:.!:E~C:.!EMB~~E~· R~ ____ A.D. 2007 9:41 A.M. 

8:00 A.M. 

BY: O ~~ . DEPUTY 

DUL~Y RECORDED ON ~~ OAT OF_..:D::..cE:::..C:::..EMB=:::..E::.R::.:._ _ _ _ __ .A. D. 2007 

_ DIAJIINE 0. FLOREZ, COUIITY C1.K1tK 
RKEVES COUIITY, TUAS 
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OIL AND GAS LEASE 

THIS AGREEMENT is made <rod entered into this 7th day ol Seplember, 2007, between the State of Texas, acting by and through its agent RICHARQ H 
TROEGER of P.O. Box 24. Wrictrtw90d Califooja 92397 and MARY JO TRQEGER SHIELDS. oi42Q W. Main Street. Elra!Mey Ca!iforr!a 92227. each 
dea~ng in their sole and separate property, said agent herein referred to as the f:INf'le£ ol the soil (whether one or more), and PtNNACL£ lAND 
SERVICES INC .. P.O. BOX 99!. PLEA$ANIQN.JEXAS 78064 hereinafter ca.llcd Lessee . 

1. GRANTING CLAUSE. For and In consideration ol 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, lor 
the sole and only purpose of prospecting and drilling for and producing on and gas, laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other structures thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated in REEVES County, State of Texas, to-wit 

Section 46, Abstract 2472, Block 57, Public School lands Survey. 

containing 640.00 aaes, more or less. The bonus consideration paid lor this lease Is as folfo'M;: 

To the Stale ofTexas: SIX THOUSAND NINE HUNDRED THIRTY-JHREE DOLLARS AND 3<41100 

($6,933.34) 

To the owne1S ol the sool: SIX lliQUSAND NINE HUNDRED THIRTY-THREE DOLLARS AND 33/100 

(S6.933.33) 

Tocat bonus ronsidef3tion of THIRTEEN !HOUSAND EIGHT HUNDRED SIXTY-siX DOLLARS AND 671100 

($13,866.67) 

The total bonus consideration paid represents a bonus oi""-'TH.:..=R,.EE=...:..:H""U'"'NDR= E.,D"-lWE.:.=_..NTY'-'-'-'-"'-'-FIVE'-'-"----------------­

OoDars ($325.00) per acre, on~ net aaes. 

2. TERM. Subject to the other provisions In this lease, this lease shall be lor a 1efTTI of FIVE years from 
this date (herein called "primary termi and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used 
in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) 
rovered exceed out of poc:l<et operational expenses for the six months last past. 

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

unless on or before sudl anniversary date Lessee shall pay or tender to the owner of the soil or to his aed~ In the -----------­

Bank, at PAY DIRECTLY TO !HE OWNER OF THE SOIL 
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 shaU pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSllN, TEXAS, a li<e sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of defening the convnencement of a well to< 
one ( 1) year from said date. Payments under this paragraph shall be In the fol1owing amounts: 
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To the owner of the soil· _ _,.s .. E ... E.._A,.,D,.D"'E""'N"'DU"""M'-'#4='-1---------------------­

Dollars ($ ------' 
To the State of Texas: 

Dollars($ ____ ___. 

Total Delay Rental:----------------------------­

Dollars($------' 

PJGE 

In a like manner and upon lite payments or tenders annuaDy, the commencement of a wen may be further deferred for suocess.ve penods of one ( 1) 
year each dunng the primary tenn An payments or tenders of rental to the owner of the soil may be made by ched< 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 thls patagraph (or its suooessor bank) should 
cease to exist. suspend business, liquidate, fa1l or be succeeded by another bank. or for any reason fad or refuse to acoept rental, Lessee shall not be 
held in defau~ for failure to make such payments or tenders of rental until thirty (30) days after the owner of the soH shall deliver to lessee a proper 
rerordable 1nstrument namong another bank as agent to reoel'ol8 such payments or lenders 

4. PRODUCTION ROYAlnES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be pa1d one-half (112) of the roya~ 
proVIded for In this lease to the Commissioner of the General l and OffiCe of the State of Texas, at Austin, Texas, and one-half (112) of such royalty to the 
owner of the soil. 

(A) OIL Roya~y payable on oil, which 1s defined as 1ndud10g all hydrocarbons produced 1n a liQuid form at the mouth of the weD and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from 011 or gas run through a separator or other eqUipment, as here~nafter provided, 
shall be 114 part of the gross production or the marl<et value thereof, at the opt1on of the owner of the soil or the Commlss,oner of the General 
Land Office. such value to be determined by 1) the highest posted price, plus premium, ~any, offered or paid for oil, condensate. d1sllllate, or other liquid 
hydrocarbons, respedlVely, of a like type and gravrty in the general area where produced and when run, or 2) the highest marl<et pnce thereof offered or 
paid in the general area where produced and when run, or 3) the gross prooeeds of the sale thereof, whichever as the greater lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, rt wiD be run free of cost to the royalty owners tlvough an adequate 011 
and gas separator of conventional type, or other equ1pment at least as effiCient, so that aU liQuid hydrocarbons recoverable from the gas by such means 
will be recovered The requirement that such gas be run through a separator or other equipment may be wa1ved, in wnt1ng, by the royalty owners upon 
such tenns and conditions as they prescnbe . 

(B) NON PROCESSED GAS. Roya~ on any gas (including flared gas), which as defined as an hydrocatboras and gaseous substances not 
defined as 011 in subparagraph (A) above, produced from any well on said land (except as provided here1n With respea to gas processed in a plant for 
the extrac11011 of gasoline, liquid hydrocarbons or other products) shal be ____1M _ _ part of the gross production or the market value thereof, at the 
opiJOn of the owner of the SOli or the Cornmassioner of the General land Office, such value to be based on the highest market pnce paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross pnce paid or offered to the producer, whiChever is the greater, 
provided that the maximum pressure base in measunng the gas under this lease shall not at any trne exceed 14 65 pounds per square 1nch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit. correct1on to be made for pressure according to Boyle's Law. and for speofic 
gravity according to tests made by the Balance Method or by the most approved method of tes~ng being used by the 1ndustry at the time of testing 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasoline plant or other plant for the recovery of gasoline or other liqu1d 
hydrocarbons shall be 114 part of the res1due gas and the liquid hydrocarbons extracted or the marl<et value thereof, at the opUon 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 attnbutable to gas produced from thiS lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever Is the 
greater, or the total plant production of liquid hydrocarbons attributable to the gas produced from thiS lease, provided that 1f liQuid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or 1ts paren~ 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 th1rd party process1ng 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 be1ng speofJed in processong agreements or contracts In 
the industry), whichever is the greater The respeaNe royalbes on residue gas and on liquid hydrocarbons shaU be determoned by 1) the highest marl<et 
pnoe paid or offered for any gas (or liqUid hydrocarbons) of comparable quality 10 the general area, or 2) the gross pnce patd ()(offered for such tesldue 
gas(()( the weighted average gross selling price for the respectiVe grades of l1quJd hydrocarbons), whichever is the greater In no even~ however, shall 
the roy a Illes payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liqUid 
hydrocarbons) whether said gas be "caslllQhead," "dry," or any other gas, by fraaJOnallng , bumlllQ ()(any other processing shall be ___1M __ part of 
the gross production of such products, or the marl<et value thereof, at the option of the owner of the soil or the CommisSioner of the General land Office, 
such mali<et value to be determined as follows: 1) on the basis of the highest marl<et 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 ROYALlY. During any year after the expiration of the pnmary term of thas lease. 1f thiS lease is ma10ta1ned by producuon, the 
royalties pa1d 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 suooeedlng the anniversary date of this tease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the pwposes of this 
paragraph, the delay rental amount shaH be one dollar ($1 00) per acre 

6. ROYAllY IN KIND. Notwllhstanding any other provision 1n thiS lease. at any t1me or from time to time. the owner of the soil or the 
Commissioner of the General land Office may, at the opuon of eliher, upon not less than socty (60) days notJOe to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made 1n kind. The owner of the sod's or the CommissKlner of the General 
land Office's right to take its royalty In kind shall not dlmmlsh or negate the owner of the soli's or the ComrTliSSIOfler of the General land Office's nghts 
or lessee's obligations, whether express or lmpfled, under this lease 
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7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing. gathering. storing, separating, treating, dehydrating, compressing. processing, transporting, and otheiWise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay roya~ies on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

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

g_ ROYALlY PAYMENTS AND REPORTS. All royalbes not taken in kind shall be paid to the Commissioner of the General Land OffiCe at 
Austin, Texas. in the following manner. 

Payment of roya~ on production of oil and gas shall be as provided In the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of production. and royatty 
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 agenl, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the mari<et value of the oil and gas, together with a copy of all documents . 
records or reports confirming the gross production, dispos~ion and mari<et value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage. and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and mari<et value. In all cases the auth~ 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 ched\ stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due. then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue . 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfe~ure as provided by law nor act to postpone the date on which royalties were originally due. The above pena~ provisions shall not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the roya~ in dispute as to fair mari<et value . 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the Commissioner of the General Land Office 
with ~ best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall fumish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General land Office shan be 
held in confidence by the General Land Office unless otheiWise authorized by Lessee. All other contracts and records pertaining to the production. 
transportation, sale and mar1<eting of the oil and gas produced on said premises, including the books and accounts. receipts and discharges of aU 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 
Anomey General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandorvnent of any well or 
wells. Such wrinen notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the tome they are filed with the Texas Ra1lroad Commission. All 
applications. permits. reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. AdditionaHy. on acoordance with Ra~road Commission 
rules. any signage on the leased premises for the purpose of identifying wells. tank baneries or other associated omprovements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda. accounts. reports. cuttings and cores, or other 
information relative to the operation of the above-<lescribed premises, which may be requested by the General Land Office. in addition to those hereon 
expressly provided lor. Lessee shall have an electrical and/or radioactiVity survey made on the bore-hole section. from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the tog of each survey on each well to the 
General Land Office within fifteen (15) days after the mak1ng of saod survey. 

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

11 . DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. If. dunng 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 producllon of oil or gas from the leased premiSes such production thereof should cease from any cause. this lease shall not terminate If on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences add~ional drilling or 
rewor1<ing operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease lor any cause. 
Lessee's rights shall remain In full force and effect without further operations until the expiration of the primary term: and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or rewori<ing 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary lerm hereof. Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure lo make such payment. this lease shall ipso facto terminate. II 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 lhe shut-in provisions hereof. 
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12. DRILUNG AND REWORKJNG AT EXPIRATION OF PRIMARY TERM If, at the expiration of the pnmary term, neither od nor gas Is beong 
produced on said land, but Lessee is then engaged In drilling or reWOIIong operations thereon, this lease shall remain on force so long as operations on 
said well or for drilling or reworl<lng of any additional wells are prosecuted In good faith and in worl<manlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation, and If they resuh in the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
In paying quanlrties from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworl<ing 
operations within sixty (60) days after such cessation, and this lease shall remain in fuU force and effect for so long as such operations continue in good 
faith and in workmanlike manner without Interruptions totaling more than sixty (60) days. If such drilling or reworl<ing operations result in the production 
of oil or gas, the lease shall remain in full force and effed for so long as oil or gas is produced from the leased premises in paying quantrties or payment 
of shut-in 011 or gas well royalties or payment of compensatory royalties is made as provided hereon or as provided by law. If the dnlling or reworl<lng 
operations result in the completion of a well as a dry hole, the lease woll not terminate if lhe Lessee commences addotional 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 conbnues dnl~ng or 
reworl<lng operations in good faith and in a workmanlike manner wothoutlnterruptoons totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessatoon of productlon 

14. SHUT -IN ROYAL TIES. For purposes of thos paragraph. 'W!llr means any well that has been aSSigned a well number by the state agency 
having JUnsdictlon over the production of oil and gas. If, at any bme after the expirabon of the pnmary term of a lease thal unhl beong shut on. was beong 
maintained In force and effect, a well capable of produCing oil or gas In paying quanbhes os located on the leased premises, but Ott or gas os not beong 
produced for lack of suitable production facilities or lack of a suotable marl<et, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease. but not less than $1,200 a year for each well capable of producmg oil or gas on paying quantities. If 
Paragraph 3 of this lease does not spedly 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~n oU 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 premoses. or (3) 60 days after Lessee completes a dnllong or reworking operation in aooordance 
with the lease provisions; whichever date os latest Such payment shall be made one-half (112) to the Commossooner of the General Land Office and one­
half ( 112) to the owner of the soil. If the shut-in oil or gas royalty Is paid, the lease shall be considered to be a produCing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month followong 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 four 
more successive periods of one (1) year by paying the same amount each year on or before the exporatlon of each shut-on year 

15. COMPENSATORY ROYAL TIES. If, dunng the period the lease Is kept on effect by payment of the shut-in 011 or gas royahy, 011 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 on the same producing 
reservoir, or in any case in which drainage Is occurring, the right to continue to maintain the lease by paying the shut4n oil or gas royally shall cease, but 
the lease shall remain effective for the remainder of the year for which the royally has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory roya~y at the royalty rate provided on 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 premoses The compensatory 
royalty is to be paid monthly, one-half (112) to the Cornmissooner of the General Land Offoce and one-half (112) to the owner of the SOil, beginnong on or 
before the last day of the month following the month on whiCh the ool or gas is produced from the well causong the drainage or that os completed in the 
same producing reservoir and located within one thOusand ( 1 ,000) feet of the leased premises. If the compensatory royalty paid In any 12-month period 
Is an amount less than the annual shut-in 011 or gas royalty, Lessee shall pay an amount equal to the difference withon 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 woth Paragraph g of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obhgatoon to droll offset wells as provided In 
Texas Natural Resources Code 52.173; however. at the deterrninatoon of the Commossloner, and With the Cornmlssoone(s wntten approval. the payment 
of compensatory roy allies can satisfy the obhga~on to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well produCing or capable of producing Oil or 
gas has been completed on the leased premises. Lessee shall exercise the dohgence of a reasonably prudent operator on dnl~ng such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the produdoon thereon 

(A) VERTICAL In the event this lease Is In force and effect two (2) years after the expiration date of the pnmary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 ecres 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 hereo~. or a well 
upon which Lessee is then engaged In continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas. or any successor 
egency, or other governmental authority havong jurisdiction If al any time after the effectove date of the partial termonaoon provisoons 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 
productlon purposes. this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless contonue to have the right of Ingress 
to and egress from the lands still subjed to this lease for all purposes descnbed In Paragraph 1 hereof. together with easements and rights-of-way for 
existing roads. existing pipelines and other exisbng facilities on, over and across all the lands described in Paragraph 1 hereof ("the retaoned lands'). for 
access to and from the retained lands and for the gathering or transportauon of oil. gas and other minerals produced from the retained lands 

(B) HORIZONTAL In the event this lease is In force and effect two (2) years after the exporation date of the pnmary or extended term ij shall 
further terminate as to all depths below 100 feet below the Iota I depth drilled (hereinafter "deeper depths") in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereo~ If such amount is paid, thos lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additoonal period of two (2) years and so long thereafter as oil or gas Is produced on 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FlUNG. Tihe 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 Within 
thirty (30) days after partial termination of thos lease as proVIded herein. Lessee shall exe<:Ute and record a release or releases contaoning a satisfactory 
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legal desaiption or the acreage and/or depths not retained hereunder. The recorded release, or a certified copy or same, shall be filed In the General 
Land Office, accompanied by the filing lee presaibed by the General Land Orftee rules In effect on the date the release Is filed II Lessee rails or refuses 
lo execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commiss1oner at his sole discretion may designate by written Instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense in the county or counties where the lease Is located and in the official records or the General Land Orftee and such 
designation shall be binding upon Lessee lor an purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals nor royaijfes paid, or to be paid, under this tease shall relieve Lessee or his obligation 
to protect the oil and gas under the above-{jescnbed land from being drained Lessee. sublessee, receiver or other agent In control or the leased 
premises shall drill as many wells as the facts may jusbfy and shall use appropriate means and drill to a depth necessary to prevent undue drainage or 
oil and gas from the leased premises. In additlon, if oil and/or gas should be produced In oommeldal quantities within 1.000 feet or the leased premises, 
or In any case where the leased premises is being drained by produdion of oil or gas. the Lessee, sublessee, re<:e~ver or other agent in control or the 
leased premises shall in good faith begin the drilling of a weU or wens upon the leased premises within 100 days after the draining wei or wells or the 
wen or wells completed within 1,000 feet or the leased premtseS start produang 111 convneroat quantities and shan prosecute such dnlling with diligenc:e. 
Failure to satisfy the staMory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determnation 
or the Commissioner or the General Land Office and wrth his wntten approval may the payment or compensatory royalty under appl'tcable statutory 
parameters satisfy the obligation to drill an offset well or wens reqwed under this paragraph • 

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

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

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate In the above 
desaibed land, whether or not Lessee's interest is speofled herein, then the royalties and rental herein provided to be paid to the owner of the sorl shall 
be paid to him in the proportion which his interest bears to the enbre undivided surface estate and the royalties and rental here1n provided to be paid to 
the Commissioner or the General Land Office of the State of Texas shall be hkewise proportionately reduced. However. before Lessee adjusts the 
royalty or rental due to the Coovnissioner of the General Land Office, Lessee or his authorized representative must submH to the Coovnissioner of the 
General Land Office a written statement which explains the discrepancy between the Interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soi. The Coovnlssioner of the General land OffiCe shall be paid the value of the whole production allocable to any und'Mded 
interest not covered by a lease, less the proportionate development and production cost allocable to such undiVided interest However. In no event shall 
the Coovnissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth ( 1116) of such gross production 

(B) REDUCTION OF PAYMENTS. If, during the pnmary term, a portJon of the land covered by this tease is induded wrthin the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or 1f, at any lime after the expiration of the pnmary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shaH be reduced acoording to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments deteiTTlined on a per acre basis under the terms of this lease dunng the primary term shall be 
calaJiated based upon the number of acres outside the boundaries of a pooled uOII, 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 nght to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil 

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

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

24. WELL LOCA nON UMIT No wea shall be dnlted nearer than two hundred (200) feet to any hOuse or bam now on said premiSes Without 
the written consent of the owner of the soi 

25. POLLLmON. In developing this area. Lessee shall use the highest degree of care and an proper safeguards to prevent pollution Without 
hm1ting the foregoing, pollution of coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
fadhties sufficient to prevent spillage, seepage or ground water contamination In the event of pollution, Lessee shall use an 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 wens. Lessee shall fill and level all slush pits and ceUars and completely clean up the dnmng s~e of all rubbish 
thereon Lessee shall, while conducting operations on the leased premises. keep said premises free of all rubbish, cans. bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near 1ts origmal cond1tion and contours as is practicable Tanks and 
equipment will be kept painted and presentable. 

26 REMOVAL OF EQUIPMENT. Subject to Rm~ations 1n 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, W1lh1n one hundred twenty (120) days after the exp~ration or the 
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termination of lhlS lease unless the owner of the soot grants Lessee an extension of thos 120-day penod. However. Lessee may not remove casong from 
any weU capable of producing oil and gas on paying quantities. AddiiJOnally, Lessee may not draw and remove casong until after lhirty (30) days wntten 
notice to the Commissioner of the General Land Office and to the owner of the soil The owner of the so~ shan become the owner of any machinery. 
fixtures, or casing which are not timely removed by Lessee under the terms of thos paragraph. 

Z7. (A) ASSIGNMENTS. Under the condi!JOns contained in this paragraph and Paragraph 29 of this lease, the nghts and estates of either 
party to this lease may be assigned, in whole or in part, and the provisions of thiS lease shaU 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 royallies wiU not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effediveness 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 roy allies shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assogns) furnishes the Lessee woth satisfactory wntten eVIdence of the change 
In ownership, Including the original recorded munlments of title (or a cenifoed copy of such onginal) when the ownership changed because of a 
conveyance. A total or partJal 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 ls assigned in its entirety as to only pan of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, accoo:long to the area of each. and fa~ure by one or more of them to pay his share of the rental shall not affect 
thos lease on the pan of the land upon which pro rata rentals are llmely paid or tendered, however, of the assogll()( or ass.gnee does not file a certified 
copy of such ass.gnment on the General Land Office before the next rental payong date. the en11re lease shaft termrnate for faJiure to pay the enllre rental 
due under Paragraph 3 Every assignee shall succeed to an nghts and be subject to all obhgatoons. loabolltles, and penalloes owed to the State by the 
original lessee or any prior assignee of the lease. including any liabohties to the State for unpaid royallles 

(B) ASSIGNMENT UMITATION Notwllhstandong any provosoon in Paragraph 27(a). if the owner of the SOil ac:quores thiS lease on whole or on 
part by assignment without the prior wntten approval of the CommiSSooner of the General Land Office. thos lease is void as of the tme of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment woll be treated as of ft were made to the owner of the soollf the 
assignee is: 

{1) a nominee of the owner of the SOil, 
(2) a corporation or subsidiary on which the owner of the soilos a pnnopal stockholder or os an emplOyee of such a corporation or subsldoary: 
(3) a partnership in which the owner of the soolos a partner or IS an emplOyee of such a partnershop, 
(4) a pnnclpal stockholder or emplOyee of the corporatiOn which is the owner of the sod; 
(5) a partner or emplOyee on a partnership which IS the owner of the soli, 
(6) a fiduciary for the owner of the soil, including but not limited to a guardian, trustee, executor, adrrurustr.llor, receiVe!', or conservator for the 
owner of the soil, or 
(7) a fam~y member of the owner of the sool or related to the owner of the soil by marriage, blood, or adoption 

28. RELEASES Under the conditions contaoned in this paragraph and Paragraph 29, Lessee may at any tome execute and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portions of the leased premoses, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent oblogations as to acreage surrendered. If any part of this lease is property sunendered, the 
delay rental due under this lease shall be reduced by the proportJon that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately prior to such surrender, however, such release win not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
sunender of such acreage 

29 FILING OF ASSIGNMEI'll'S AND RELEASES If an or any part of this lease IS assogned or released, such ass.gnment or release must be 
reconled in the county where the land is situated, and the recorded onstrumen~ or a copy of the recorded onstrumenl certified by the County Cler1< of the 
county In which the instrument is recorded, must be filed in the General Land Office wrthin 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assognment os not so filed, the nghts ac:quored under thos lease shall be subject to forfeiture at the option of the 
CommisSIOner of the General Land Office 

30. DISCLOSURE CLAUSE All provosions pertalnong to the lease of the above-descnbed land have been 1ncluded on thos instrument. 
including the statement of the true consideration to be paid for the execution of this lease and the nghts and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contaoned on this lease render this lease invalid. 

31 FIDUCIARY OVTY. The owner of the sod owes the State a fiduciary duty and must fuUy diSClose any fads affecllng the State's onterest in 
the leased premises. When the interests of the owner of the soot connict woth those of the State, the owner of the soilos obligated to put the State's 
Interests before his personal Interests. 

32. FORFEITURE. If Lessee shan fall or refuse to make the payment of any sum wothln thuty days after rt becomes due. or of Lessee or an 
aulhonzed agent should knowingly make any false return or false report concemtng prodUCIIOil or drilling, or d Lessee shall fall or refuse to dnll any 
offset wen or wells in good faith as requored by law and the rules and regulations adopted by the Comrrussioner of the General Land Office. or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authonty access to the records pertaining to operations, or of Lessee or 
an authorized agent should knowingly fall or refuse to gove correct Information to the proper authority, or knowingly fall or refuse to furnish the General 
Land Office a COITect log of any weU, or if Lessee shaU knowingly violate any of the material provisions of thiS lease, or of this lease IS assigned and the 
assignment Is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner. and he shall forfeit same when sufficiently Informed of the facts which authorize a forfeiture. and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, nothing hereon shall be construed as waoving 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 an rights thereunder 
reinstated before the rights of another intervene upon satosfactOf)' 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 relabve hereto 

:n UEN In accordance With Texas Natural Resources Code 52. 136, the State shaU have a firslllen upon all oil and gas produced from the 
area covered by this lease to serure payment of all unpaid royalty and other sums of money that may become due under thiS lease By acceptance of 
thos lease, Lessee grants the State. in addolion to the lien provided by Texas Natural Resources Code 52.136 and any other appficable statutory hen, an 
express contractual lien on and secunty interest in all leased minerals in and eiCiracted from the leased premoses, 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 monerals on order to secure the payment of aU royalties or other 
amounts due or to become due under thos lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
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any covenant or condotion of this lease, whether express or implied. This lien and secunty interest may be foreclosed with or without court proceedings in 
the manner provided In the Tolle 1. Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissloner 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 actNities upon the above.OOSCtibed property or from Lessee's acquisition of this tease 
Should the CommiSSOOile( at any time determ111e that this representation Is not tnJe. then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shan 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 on lhls lease satJsfies the 
executoon requorements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges lhe State ofTexas and the owner of the soil, their officers, employees, partners, 
agents. contractors. subcontractors, guests, invitees, and theor respective sucoessors 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 resuhing 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 stnclly liable act or omissoon 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 sod, their otrocers, employees and agents, their successors or assigns, against any 
and an claims, loabibtJes, losses, damages, actions, personal injury (includong death), costs and expenses, or other harm for whoch reet::Net'f of damages 
os sought, under any theory includong tort, contract, or stnct loabolity, oncludong attorneys' fees and other legal expenses, Including those related to 
envoronmental hazards, on the leased premises or In any way related to Lessee's faaure to comply with any and an 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 premoses; 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 sucoessors 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 otrocers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee. its officers, employees, and agents as desaibed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBUGATIONS ANOIOR UASILmES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGUGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY). WHETHER SUCH NEGUGENCE 
BE SOLE, JOINT, CONCURRENT. ACTNE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lassee shall use the highest degree of care and all reasonable safeguards to prevent contamlnaUon or 
pollution of any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medlum In, on, or under, the leased premises, by any waste, pollutant. or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing matlll1als, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous matlll1als, 
hazardous substances (as the term "Haurdous Substance" Is defined In the Comprehensive Environmental Response, CompensaUon and Uablllty 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 connectlon with oil and gas exploration and development opernt1ons and ston!d In the usual manner and quantltles. 
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, LIABIUllES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE 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 provisoons ofTexas Natural Resources Code 52.171 through 52. 190, commonly 
known as the Rellnquistvnent Ad, and other applocable statutes and amendments thereto. and if any provisoon In this lease does not conform to these 
staMes, the statutes wil prevaH 011er any nonconforming lease provisions 

38. EXECunON. This oil and gas lease must be signed and acknowledged by the Lessee before hIs filed of record in the oovnty records and 
in the General Land Office of the State of Texas. Once the filing requorements found in Paragrapll39 of this lease have been satisfied. the effectJve dale 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record in the office of the 
County Cler1< in any county in which all or any part of lhe leased premises Is located, and certofied copies thereof must be filed In the General Land 
Otfoce This lease Is not effectNe unlit a certified copy of this lease (whtch Is made and certified by the County Cler1< from his records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52 183 Addrtoonally, thos lease shatl not be binding upon the State unless~ 
recites the actual end true consideratoon paid or promised for executoon of thos tease The bonus due the State and the prescribed filing fee shall 
aa:ompany such oertofied copy to the General Land Olfoce 
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ADDENDUM PROVISIONS - #40 thru #41 

40. CONTINUOUS DEVELOPMENT. Aller the expiratJon of the prrnary term, and notwithstanding paragraphs 16 (A) and 16 (B) abow and 
any other provision il this lease to the c:on1rary. no portJon of this lease Wll termlnate ~Lessee c:ontJnues to dnl a wen (or wells) anywhere on the leased 
premises with no lllC)(e than 180 days between the release or the dribng rig on one wei and the commencement of actual c:tnP1ng operations on e 
subsequent wei (here11alter referred to as "continuous driling1. Upon the cessatJon of continuous drilling this lease shaD term mate In accordance With 
the other relevant provisions herein. If. however. Lessee has filed with the Texas Railroad Convnission. no later than 60 days prior to the expiration of 
the said 180-<lay period, all requlske applications to dril the next well in the con~nuous driDing program, and Lessee is unable to proceed with dnlhng 
pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such addklonal time as may be reasonably necessary to obtain 
the authorization and thereafter spud the subsequent well. 

PAGE 

41. DELAY RENTALS. N. stipulated In Paragraph 11.3 of this lease. the rentals lor this lease have been PAID-UP lor the second (2'") and 
third (3") years of the prinary term hereof. Lessee or Its assigns shaD haYe the right to keep lhos lease In force and effect lor the fourth (4') and rdlh (5") years o1 
the pnmary term provided lor herein by tendering a payment of three hundred twenty five dollars ($325 00) per net acre pnor to September 8 . 2010. as to 
any acreage covered hereby and not otheiWISe beong malntamed by any other prOVISIOfl herem at such ume 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC . 

Title: PRESIDENT 

Date: Cj · l q · 0 "1 

LESSOR 

STATE OF TEXAS 

fZZ~~ 
Individually and as agent lor the State of Texas 

Individually and as agent for the State ofTexas 
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STATE OF TEXAS 

COUNTY OF ATASCOSA ) 

822 

BEFORE ME, the undersigned author"y, on this day personally appeared CINDY G. MERCER. known to me to be the person whose name Is 
subscribed to the foregoing instruments as President of Pinnacle land Services, Inc. and acknowledged to me that she executed the same for 
the purposes and consideration therein expressed, in the capacity stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this the~ day of September, 2007. 

STATE OF CALIFORNIA 

MEliSSA C.~ 
I(( COMMISSION EXPIRES 
~19, 'l!IJ7 

COUNTY OF SAN BERNARDINO ) 

/~len ..olccJQ~\'-':,n.~ ~~~ p:.tbllc. · 
BEFORE Mc1he undersigned authonty, on this day personally appeared RICHARD H. TROEGER., known to me to be the person whose 
name Is subscribed to the foregoing Instrument, and acknowledged to me that he executed the s~me for the purposes and consideration 
therein expressed . 

Given under my hand and seal of offiCe this the~ day of September, 2007. 

~~ NorYPtJ1)IiCill and lor 
The State of California 

STATE OF CALIFORNIA 

=+""'A~""'' COUNTY OF SAil BE ti>O<RBIII9 

~~f\C.\o. S . -ToU <'t.. , n~'1 f>'-'o\\ c.. 
BEFORE ME :'the undersigned authority, on this day personally appeared MARY JO TROEGER SHIELDS., known to me to be the person 
whose name Is subscribed to the foregoing instrument, and acknowledged to me that she executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of offoce this the~ day of September, 2007 

Notary Public In and for 0 
The State of California 

Mllall.~ 
COIN 'Ill,., ..... 

NGay "'**c · c•o '*' .....,....c., 
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OIL AND GAS LEASE 

VOL. PAGE 

THIS AGREEMENT is made and entered into this 7TH day of November. 2007, between the State of Texas. acting 
by and through its agent, the Estate of Jerome E Hagan. Carole Laird. Independent Executrix. of 512 Park Terrace. 
Hoover, Alabama. 35226. satd agent herein referred to as the owner of the sotl (whether one or more), and PINNACLE 
LAND SERVICES INC. BOX 991. PLEASANTON. TEXAS 78064 hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in considera11on of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the SOli, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dnlling for and producing 011 and gas, laying pipe lines, bu11d1ng tanks, stonng oil and bUilding power 
statiOfls, 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-wrt: 

Secoon 46, Abstract 2472. Block 57, Public School Lands Survey 

To the State of Texas: FIVE THOU$AND JWQ HUNDRED ANQ 001100 DOLLARS 

($5,200.00) 

To the OWilei'S of the soil· FIVE TtiQUSAND lWO HUNDRED AND ()()(100 DOLLARS 

($5,200.00) 

Total bonuS oonsider.ltion of TEN lliQUSANP FOUR HUNDRED AND ()()(100 DOLLAR$ 

Dollars ($10,400.00) 

The toea! bonus consideration paid represents a bonus l!OfuTH!.!lCR>EE~E.rH!!.U!!.)N'l!D~R~EDILI.JWE!.!SJ:!NlY.LL.oFIVE!.Y..S. ________________ _ 

Dollars ($325.00) per acre, on ;gjlQ net acres 

2. TERM. Subjea to the other provisions in this lease, this lease shall be for a term of FIVE years from 
this date (here1n called "primary term") and as long thereafter as oil and gas. or either of them, IS produced in paying quantitJes from said land As used 
in this lease, the term "produced In paying quantrt~es" means that the receopts from the sale or other authorized comme«:oal use of the substanal{sl 
covered exceed out of pocl<.et operauonal expenses for the SIX months last pasL 
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3 DELAY RENTALS If no well is commenced on the leased prem1ses on or before one (1) year rrom th1s date, th1s tease shalltenn1nate. 

unless on or before such ann.versary date Lessee shall pay or tender to the owner of the soli or to h1s CJlld1t 1n the ___________ _ 

Bank, at PAY DIRECTLY TO THE OVIINER OF THE SOIL 
or 1ts successors (whiCh shall continue as the deposrtory regardless of changes 1n the ownership of sa1d land), the amount speofied below; m addrt10n 
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 rrom said date Payments under this paragraph shall be 1n the following amounts 

To the owner of the soli. _ __,.S..,E..,E.:..;A,.D,.D,E.:..:N,.D,.U.:.:cM'-'#4:;o..:.1 __________ ____ ______ _ 

Dollars($ ____ __, 

To the State of Texas -------- ------ ---------- -------

Dollars($ ____ ____.. 

Total Delay Rental.--------------------------------

Dollars($ _____ .J 

In a hl<e manner and upon tll<e payments or tenders annually, the commencement of a well may be further deferred for soccessrve penods of one (1) 
year each dunng the pnmary term. All payments or tenders of rental to the owner of the soli may be made by check or SlQht draft of Lessee, or any 
assiQnee of th1s lease. and may be delivered on or before the rental paymg date If the bank designated In thiS paragraph (or its successor bank) should 
cease to ex1st, suspend bus1ness, liQuidate, fa11 or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held In default for fa1lure to make such payments or tenders of rental un111 thirty (30) days after the owner of the soH shall deliver to Lessee a proper 
recordable 1nstrument namng another bani< as agent to teeeiVe such payments or tenders 

4 PRODUCTION ROYAL TIES Upon productiOn of oil and/or gas, lessee agrees to pay or cause to be paid one-half ( 112) ofthe royalty 
proVIded f01'1n 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 soH· 

(A) OIL Royalty payable on 011. whiCh is defined as 1nduding all hydrocarbons produced in a liQUid f01T11 at the mouth of the well and also as 
all condensate. disbllate. and other liQuid hydrocarbons recovered rrom 011 or gas run through a separator or other equtpmen as hereinafter provlded • 
shal be__lli __ pan of the gross produc:IIOO or the marl<et value thereof, at the option of the awner of the soH 01' the CoiM'IIsslonerofthe General 
Land Office, such value to be determined by 1) the htghest posted pnce, plus premiUITl, If any. offered or pad for oil, condensate. cf1Stil1ate. or other llqud 
hydrocarbons. respectiVely. of a like type and graVIty 1n the general area where produced and when run. or 2) the highest marl<et pnce thereof offered or 
paid in the general area where produced and when run. or 3) the gross proceeds of the sale thereof. whichever IS the greater Lessee agrees that before 
any gas produced rrom the leased premises IS sold, used or processed In a plant, ~ wtll be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventiOnal type. or other equtprnenl at least as effiCient, so that allliqud hydrocarbons recoverable from the gas by such means 
wtll be recovered The requ1rement tha1 such gas be run through a separator or other equipment may be waived, In writ1ng, by the royahy owners upon 
such terms and cond1ttons as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (induding ftared gas). which IS defined as all hydrocarbons and gaseous substances not 
defined as 01l in subparagraph (A) above, produced from any well on said land (except as provided herein wtth respect to gas processed In a plant fOI' 
the extractiOn of gasoline, l~quld hydrocarbons or other products) shall be 1/4 part of the gross production or the marl<et value thereof, at the 
option of the owner of the soil or the Cornmiss1oner of the General Land Office. such value to be based on the highest mari<et price paid or offered for 
gas of comparable quality 1n the general area where produced and when run. or the gross pnce paid or offered to the producer, whiChever IS the greater, 
provided that the max1mum pressure base 1n measuring the gas under th1s lease shall not at any ttme 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 acoord1ng to Boyle's Law, and for specific 
gravrty accord1ng to tests made by the Balance Method or by the most approved method of testing be1ng used by the industry at the time of teshng 

(C) PROCESSED GAS Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other hqUid 
hydrocarbons shall be~ __ part of the residue gas and the liquid hydrocarbons extracted or the marl<et value thereof, at the opbon of the owner 
of the SOli or the Comm1ss10ner of the General Land Office All royalties due here1n shall be based on one hundred percent (1000M of the total plant 
productlon of residue gas attnbutable to gas produced from this lease. and on fifty percent (50%). or that percent accru1ng to lessee. whichever is the 
greater, of the total plant production of ltquid hydrocarbons attnbutable to the gas produced from this lease. provided that if liquid hydrocarbons are 
recovered rrom gas processed 1n a plant 1n whiCh lessee (or its parent. subsldtary or affiliate) owns an 1nteresl then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent aCCt\Jing to a third party processing gas through such plant under a processmg 
agreement negobated at arm's length (or tf there is no such third party. the htghest percent then being speofied 111 process~ng agreements or contracts 111 

the 1ndustry). whld1eller IS the greater The respedJ\Ie royaltJes on residue gas and on liQUid hydrocarbons shall be determined by 1) the htghest market 
pnce paod or offered for any gas (or ltquld hydrocarbons) of oornparable qualrty '" the general area, or 2) the gross price pad or offered for such residue 
gas (or the weighted average gross selling pnce for the respective grades or liquid hydrocarbons). whichever is the greater. In no event however, shall 
the royaltJes payable under thiS paragraph be less than the royalties whiCh would have been due had the gas not been processed 

(0) OTHER PRODUCTS Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting hquid 
hydrocarbons) whether said gas be "C8Singhead." "dry." or any other gas, by fractJonabng. burning or any other processtng shall be 114 part of 
the gross productlon of such products, or the mari<et value thereof. at the optiOn of the owner of the soli or the CommiSSioner of the General Land Office, 
such mari<etvalue to be determined as follows 1) on the basis of the htghesl mari<et price of each product lor the same month in which such product IS 
produced, or 2) on the basts of the average gross sale pnce of each product for the same month in which such products are produced • ....,IChever Is the 
greater 

~ MINIMUM ROYALTY During any year after the exptral100 of the primary term or thiS lease, ~this lease is maintained b)'productJOrl the 
royahteS paid under thiS lease 1n no event shall be less than an amount equal to the total annual delay rental heretn provlded. 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 roy a hies paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this 
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paragrapn, the delay rental amount shall be one dollar ($1.00) per aetll. 

6. ROYALTY IN KIND Notwithstanding any other proviSIOn in this lease, at any time or from lime to time, the owner of the soil or the 
CommiSSIOner of the General Land Office may, at the optJon of either, upon not less than S<Xty (60) days nollee to the holder of the lease, require that the 
payment of any royallles a=\Jing to such royalty owner under thiS lease be made 1n lund. The owner of the 501rs oe the CommiSSIOner of the General 
Land Office's nght to take 1ts royalty •n lund shall not d1m1msh oe negate the owner of the soirs oe the Convmssioner of the General Land Office's nghts 
oe Lessee's obl19ations, wl1ether express oe mphed, under 1/115 lease 

7. NO DEDUCTIONS Lessee agrees that all royal~es aCCI\Jing under lh•s lease (indud•ng those paid in k1nd) shall be Without deductJon for 
the cost of produong, gathering, storing, separating, treaung, dehydrating, compressing, processing. transpolting, and othetW\Se making the oil, gas and 
other produas hereunder ready for sale oe use. Lessee agrees to compute and pay royallles on the gross value rece1ved, 1ndud1ng any rernbursements 
foe severance taxes and prodUCIJon related costs. 

6. PlANT FUEL AND RECYCLED GAS No royalty shal be payable on any gas as may represent thiS lease's proporllonate share of any 1ue! 
used to process gas produced hereunder '" any proceSSing plant Nolwllhstandong any other proviSIOO of thiS lease. and subted to the v.rnten consent of 
the owner of the soil and the Comm1ss•oner of the General Land Office. Lessee may recyde gas for gas hft purposes on the leased prermses oe for 
InJectiOn 1nto any 011 or gas produong focmabOn underlying the leased premiSes after the hqUid hydrocarbOns con1a1ned 1n the gas have been removed, 
no roy a lues shall be payable on the recyded gas unullliS produced and sold oe used by Lessee '" a manner wh•ch enuUes the royalty owners to a 
royalty under thiS lease. 

9 ROYALTY PAYMENTS AND REPORTS AJI royalnes not taken In k1nd shall be paid to the CommiSSIOner of the General Land OffiCe at 
Ausun, Texas. 1n the following manner 

Payment of royalty on productiOI'I of 011 and gas shall be as provided in the rules set forth ll'lthe Texas Reg1ster Rules ourrently provide that royalty on oil 
IS due and must be received 1n the General Land Office on or before the 5th day of the second month succeed•ng the month of productiOI'I. and royalty 
on gas •s due and must be received •n the General Land Office on or before the 15th day of the second month succeed•ng the month of product•on. 
accompanl8d by the affidav•t of the owner, manager or other aulhonzed agent, completed in lhe form and manner prescnbed by the General Land Office 
and showlng the gross amount and dispoSitiOn of all oil and gas prOduced and the market value of the 011 and gas. together wtth a copy of all doouments, 
records oe reports confirming the gross production, diSposition and market value 1ndud1ng gas meter readings, p!peline rece1pts, gas line reoe1pts and 
other checks oe memoranda of amount prodUced and put1nto p!pelines. tanks, or pools and gas lines or gas sroeage, and any other reports or records 
which the General Land Office may reqwe to venfy the gross produCIJOO, d•spos•~on and mart<et value In all cases the aulhonly of a manager or agent 
to act for the Lessee herem must be filed In the General Land Office Each roya~y payment snau be aocompanied by a check stub, schedule. summary 
or other remruaooe adVICe showing by the ass~gned General Land Office lease number the amount of royalty bemg paid on each lease If Lessee pays 
his royalty on oe before thiny (30) days atter the royalty payment was due, then Lessee owes a penalty of 5% on tile royalty oe $25 00, whiChever IS 
greater A royalty payment which is over th•ny (30) days late shall a=\Je a pena~y of 10% of the royalty due or $25.00 whldlever IS greater In add1oon 
to a penalty, royalties shan aCCI\JB Interest at a rate of 12% per year, such Interest wiU begin to aocrue wl1en the royalty Is sixty (60) days overdue 
AffidaVIts and supporung documents which are not filed wnen due shad oncur a penalty 111 an amount set by the General land Office admlocstrauve rule 
which IS effectiVe on the date wnen the affidaVIts or supporung doouments were due. The Lessee shaU bear au responsibility roc paylfl9 or cauSing 
royatues to be paid as prescnbed by the due date provided here111 Payment of the deftnquency penalty shalf 1n no way operate to prohibit the State's 
ngnt of tone1ture as provided by taw nor act to postpone the date on whiCh royallles were Ofl911'131fy due The above penalty prOVISIOOS ShaH not apply 111 
cases of tJtJe dispute as to the State's pocnon of the royalty oe to that poruon of the royalty in dispute as to fwr market value 

tO (A) RESERVES, CONTRACTS AND OTHER RECORDS Lessee shan annually furniSh the Comm1ssooner of the General land Office 
wtth •ts best possible esumate of oil and gas reserves under1ylfl9 this lease oe allocable to thiS lease and shall fum•sh said Corm11SSioner wtth copes of 
all contraas under which gas IS sold oe processed and alf subsequent agreements and amendments to such contracts wrthon th•ny (30) days after 
entenng onto oe malong such conuaas, agreements or amendments Such contraaS and agreements when re<:elved by the General land Office shall be 
held •n confidence oy the General Land Office unless otherwose aulhonzed by Lessee All other contracts and records pena1mng to the product1on. 
transpoctaoon, sale and marke~ng of the od and gas prOdUced on said premiSes, •ndud•ng the books and acoounts, rece1pts and discharges of all wells, 
tanks, pools, meters. and p1pelines shall at all times be subJect to Inspection and exam1nauon by the Comm1ss•oner of the General land Otf1oe. the 
Attorney General, the Govemor, or the representaove of any of them. 

(B), DRILUNG RECORDS. Wntten noUIOe of all operations on th•s lease shall be submitted to the CommiSsioner of the General 
Land Office by Lessee oe operator fiva (5) days before spud date. workover. riHIIltty, temporary abandonment oe plug and abandonment of any well oe 
wells Such wntten notice to the General Land Office shall lndude cop1es of Ra•lroad Comrmss10n forms for appl1cauon to dnlf. Coptes of well tests. 
comptebon repor15 and ptugg1ng reporiS shall be supplied to the General Land Office at the tme they are filed wrth the Texas Railroad CommiSSIOn AJI 
apphcabOns. permitS, reports or other filings that refereooe thiS lease oe any speofic welf on the leased premses and that are submitted to tne Texas 
Ra•lroad Comm1ssoon oe any other governmental agency shalf 1ndude the WOCd "State" •n the utte. Add1uonally, 1n aa:ordaooe wtth Ra~road Comm1Ss101'1 
rules, any S1gnage on the leased prem1ses foe the purpose of Identifying wells, tank battenes oe other assooated mprovements to the land must also 
1ndude the word "State.· Lessee shall supply the General Land Offoce w•th any records, memoranda, aocounts, repons, cuttJngs and cores, or other 
•nfocmanon retawe to the operauon of the abov!Hlescobed premiSes. whd1 may be requested by the General Land Office, 1n addiUOn to thOse herem 
expressly provided for. Lessee shall have an eleCincal andloe radiOactiVIty survey made on the bore-note sectoon, from the base of the surface C3SIIlQ to 
the total ~th of well, of all wells dr~led on the above descnbed prem1ses and shalt transmn a true copy of the tog of each survey on each well to the 
General Land Office Within fifteen (15) days aftertne mal<~ng of said survey 

(C )PENAL TIES. Lessee shall incur a penalty wnenever repocts, doouments oe other materials are not filed 111 !he General Land Office 
when due 'The penalty for late filing shall be set by the General Land Office adm1n1stra~ve rule which IS effearve on the date wnen the matenals were 
due in the General Land Offioe. 

11 DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during lhe pnmary term hereof and pnoe to d1scovery and 
prOducbon of oil or gas on said land, Lessee shOuld dnll a dry hOle or holes thereon, or 1f dunng the pnmary term hereof and after the doscovery and 
aaual producuon of 011 or gas from the leased premiSes such productiOn thereof shOuld cease from any cause. thiS lease shall not term1nate 1f on oe 
before the exp!rat•on of sixty (60) days from date of compleoon of said dry hole or cessatiOn of productiOn Lessee commences add•oonal dnlhng oe 
rewock•ng operations thereon, oe pays or tenders the next annual delay rental In the same manner as provided •n thiS lease If, dunng the last year of the 
pnmary tenn oe Within sucty (60) days pnor thereto, a dry hole be completed and abandoned, or the pr0duct1on of oil oe gas should cease for any cause, 
Lessee's nghts shall remain in full force and effect w•thout funher operauons unt1lthe expirauon of the primary term: and 1f Lessee has not resumed 
productiOn m pay1ng quantiues at the exp1rauon of the pnmary term, Lessee may mainta•n this lease by conducting additiOnal drillrng or reworkmg 
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operatiOnS pursuant to Paragraph 13, us1ng the expiration of the prvnary term as the date of cessation of productJon under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shut·m 011 or gas well within the pnmary term hereof, Lessee may 
resume payment of the annual rental1n the same manner as provided here1n on or before the rental paying dale following the exp~rat10n of Sixty (60) 
days from the dale of completion of sudl shuHn oil or gas well and upon the failure to make sudl payment, this lease shall Ipso facto 1erm1nate If at the 
exp~rallon of the pnmary term or any time thereafter a shuHn 011 or gas well IS located on the leased premises, payments may be made 1n accordance 
Wllh the shut~n provisions hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM If, at the expiration of the primary term. neither Oll nor gas is bemg 
produced on said land. but Lessee is then engaged In dnlling or reworl<1ng operat1ons thereon, thiS lease shall remain in force so long as operauons on 
said well or for drilling or reworl<ing of any add~1onal wells are prosecuted In good faith and in worl<manlike manner without interruptions totahng more 
than sixty (60) days during any one such operation, and if they resuij in the production of 011 and/or gas, so long thereafter as oil and/or gas Is produced 
in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION. DRILLING, AND REWORKING If, after the expiration of the primary term, production of oil or gas from the leased 
prem1ses, after once obtained, should cease from any cause, this lease shall not terminate 1f Lessee commences additional dnlling or rewortong 
operations within sixty (60) days after such oessallon, and this lease shall remain In tun force and effect for so long as such operations conhnue in good 
faijh and 1n workmanlike manner without interruptions totaling more than sixty (60) days If such drilling or rewDfl<ing operations resu" In the production 
of oil or gas, the lease shall remain 1n full force and effect for so long as oil or gas is produced from the leased premises in paying quant~ies or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or rewor1<1ng 
operations result in the completion of a well as a dry hole, the lease Will not term1nate if the Lessee commences additional dnlling or reworl<~ng 
operations Within sixty (60) days after the completiOn of the well as a dry hole, and th1s lease shall remain in effect so long as Lessee continues dnlling or 
rewDfl<ing operations in good faijh and in a workmanlike manner without interruptions totahng more than sixty (60) days. Lessee shall give written notice 
to the General Land Office with1n thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of thiS paragraph, "weir' means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas In paying quantHies is located on the teased premises, but oil or gas Is not being 
produced for lad< of su1table production faolities or lad< of a suitable mali<et, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not speofy a delay rental amounl then for the purposes of this paragraph, the delay rental amount shall be one dollar 
(S 1 .00) per acre. To be effective, each inrtial shut-in oil or gas royahy must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce Oll or gas from the leased premises, or (3) 60 days after Lessee completes a dnlling or rewoli<ing operation in accordance 
with the lease proVIsions; whiChever date Is latest Sudl payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half ( 112) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term. or from the first day of the month following the month '"whiCh 
production ceased, and, after that if no sortable production faCilities or suitable mali<et for the oil or gas exists, Lessee may extend lhe lease for four 
more sua:essive periods of one ( 1) year by paying the same amount each year on or before the expiratiOn of each shut~n year. 

15 COMPENSATORY ROYALTIES. If, during the period the lease IS kept 1n effect by payment of the shut-in oil or gas royally, oil or gas is 
sold and delivered in pa'lfng quantities from a wen located Wllh1n one thousand (1 ,000) feet of the leased premises and completed In the same prodoong 
reservOtr, or 1n any case 1n which dra1nage 1s occurring, the right to continue to maintain the lease by pay1ng the shut-in oil or gas royally shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may malntam the lease for four more 
successive years by Lessee pay1ng compensatory royalty at the royalty ra te provided in the lease of the mali<et value of produdion from the well causing 
the drainage or which is completed in the same produd ng reservoir and within one thousand (1 .000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1 /2) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the so1l, begin01ng 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 wrthln one thousand (1 ,000) feet of the leased premises If the compensatory royally paid in any 12-month penod 
Is an amount less than the annual shut~n 011 or gas royalty, Lessee Shall pay an amount equal to the dif!erenoe within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will aocrue penalty and interest 1n accordance with Paragraph 9 of this 
lease None of these provisions will relieve Lessee of the oibligation of reasonable development nor the obligation to drill of!set wells as provided In 
Texas Natural Resources Code 52.173: hOYooever, at the determ1nation of the CommiSSIOOE!r, and with the CommissfOne(s written appnoval, the payment 
of oornpensatory royalties can sahsfy the obligation to dnll offset wells. 

16. RETAINED ACREAGE. NotWithstanding any proVISion of this lease to the contrary, after a well producing or capable of prodoong oil or 
gas has been completed on the leased premises, Lessee shall exercise the d1ligence of a reasonably prudent operator in drilling sudl additional well or 
wells as may be reasooably necessary for the proper development of the leased premises and in mali<eting the production thereon. 

(A) VERTICAL In the event this lease Is in force and effect two (2) years after the expiration date of the primary or extended term It shall then 
term1nate as to all of the leased premises, EXCEPT (1 ) 40 acres suiTounding each oil well capable of producing in paying quantities and 320 
acressurrounding each gas well capable of producing in paying quantities (Including a shut-in 011 or gas well as provided in Paragraph 14 hereof), or a 
well upon which Lessee Is then engaged In continuous drilling or reworl<ing operations, or (2) the number of acres included in a producmg 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 produdion 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas , or any successor 
agency, or other governmental authority having jurisdiction. If at any 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, th1s lease shall thereupon term1nate as to all acreage not thereafter allocated to said well or wells for product1on purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless conbnue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes descnbed in Paragraph 1 hereof, together with easements and nghts-<:~f-way for 
exis11ng roads, existing pipefines and other eXJsting facilities on, over and across all the lands described In Paragraph 1 hereof ("the reta1ned lands'), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other m1nerals produced from the retained lands 

(B) HORIZONTAL In the event this lease is 1n force and effect two (2) years after the expiration date of the primary or extended term~ shall 
further term1nate as to all depths below 100 feet below the total depth drilled (heremaf\er "deeper depths") 1n each well located on ac:Alage retained 1n 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-11alf (112) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and sa~d term1nation shall be delayed for an addnional period of two (2) years and so long thereafter as oil or gas IS produced in 

True and Correct 
copy oi 

Origln I file:! In 
R3cves County 

Clerl<s Office 

-

-



••• • • • ••• 
•••• • • •••• 
• 

•• • • • • •• 
•• • • • • • •• 
• 

•• • • • • • •• 

L 

VOL. 

paYJng quaniJIJes from such deeper deplhs covered by ttus lease. 

(C) IDENTlFICA nON AND FlUNG. The surface acreage retaaned hereunder as to each well shall, as nearly as practJcal. be 1n 11>e roon of a 
square With 1/>e wen located In the center thereof, or such other shape as may be approved by 1/>e ConvniSSIOiler of the General Land Office Wnt11n 
tturty (30) days after partJal tenrunauon of thiS lease as prtMded herein, Lessee shan execute and recold a release or releases contaJn1ng a sausfactoly 
legal desctlpbon of the acreage and/or depths not retained hereunder The recorded release. or a certified copy of same, shall be filed 111 the General 
Land Office. aocompamed by 1/>e fil1119 fee prescnbed by the General Land Office rules '" effect on the date the release IS filed. If Lessee fa1ls or refuses 
to execute and record such release or releases within mnety (90) days after bemg requested to do so by the General Land Office. then the 
CommiSSioner at h1s sole discretion may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the offiCial records of the General Land Office and such 
des1Qnat1on shall be binding upon Lessee for all purposes. 

17 OFFSET WELLS. Neither the bonus. delay rentals, nor roya111es paid, or to be paid, under th1s lease shall relieve Lessee of h1s obiiQallon 
to protect the oil and gas under the above-descnbed land from be1ng drained. Lessee. sublessee, rece1ver or other agent 1n control of the leased 
premises shall dnll as many wells as the fads may JUSufy and shaU use appropnate means and dnllto a depth necessary to prevent undue 0ra1nage of 
od and gas from the leased premiSeS. In addlllon, If od and/or gas shouk:t be produced 1n convneroal quantitieS Wltnul 1.000 feet of the lea!.ed premiSeS, 
or 1n any case where the leased prem1ses IS be1ng drained by productJon of 011 or gas, the Lessee, sublessee. rece1ver or other agent 1n conlfOI of the 
leased premiSes shall1n good faith beg1n the dnlling of a well or wells upon the leased premiSeS Within 100 days after the dra1mng wen or wells or the 
well or wells completed wllh1n 1,000 feet of the leased prem1ses stan produong 1n c;ommeroal quanblleS and shall prosecute such dnlung With diligence. 
Failure to satiSfy the statutory offset obiiQabon may subject thiS lease and the owner of the sotrs agency nghts to forle1ture Only upon the determ1nauon 
of lhe CommiSSIOner of the General Land Office and With his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters sausfy the ObiiQation to dnll an offset well or wells reqwred under th1s paragraph. 

18 FORCE MAJEURE. If, alter a good fa1th effort. Lessee IS prevented from comply1ng With any express or mplied covenant of thiS lease, 
from oonduaJng dnlhng operatiOI\S on the leased premiSeS, or from produong 011 or gas from the leased premiSeS by reason of war, rebellion. nots, 
stnkes. BCIS of God. or any valid order, rule or regulatiOn of government authonty, then while so prevented, Lessee's obiiQabon to comply With such 
covenant shall be suspended and Lessee shall not be liable for damages for fatlure to comply With such covenants, add1uonally, tn1s lease shall be 
eX1ended whole Lessee IS prevented, by any such cause. from c:onduaJng dnlllng and reworlot1g operauons or from proouong odor gas from lhe leased 
premoses However, noth1ng '" tills paragraph ShaU suspend the payment of delay rentalS '" order to malntalfl thiS lease 1n eftea dumg tne pomary term 
'" the absence of such drilling or reworlung operaoons or producoon of odor gas 

19 WARRANTY CLAUSE. The owner of the sod warrants and agrees to defend title to the leased premiSes If the owner of the sod defaults 
1n payments ov.ed on the leased premiSeS. then Lessee may redeem the f'!)hts of the owner of lhe Sotlllllhe leased premiSes by pay1ng any mortgage. 
taxes or other hens on the leased prem1ses. If Lessee makes payments on behalf of the owner of lhe SOli under thiS paragraph. Lessee may recover the 
oost of these payments from the rental and royalbes due the owner of the SOli. 

20 (A) PRO PORn ONATE REDUCnON CLAUSE. If the owner of the sotl owns less than the enbre UndiVIded surface estate 1n the above 
descnbed land. whether or not Lessee's Interest IS speafied herein, then the royaltJes and rental here1n provided to be paid to the owner of the sod shall 
be paid to him 1n the proporuon which his Interest bears to the entlfe undivided surface estate and the royaltJes and rental herein provided to be paid to 
the CommiSSioner of the General Land Office of the State of Texas shall be hkeWJse propon10nately reduced However, before Lessee adJusts the 
royally or rental due to the CommiSSIOner of the General Land Office, Lessee or h1s authonzed representatiVe must submrt to the CommtssiOner of the 
General Land Offioe a wnrten statement wh1c:h explains the discrepancy between the tnterest purponedly leased under th1s lease and the actual Interest 
owned by the owner of the SOil The CommiSSIOner of the General Land OffiCe shall be paid the value of the wtlole production allocable to any und1vlded 
interest not covered by a lease, less the proporuonate development and productiOn oost allocable to such undivided 1nteresl However, 1n no event shall 
the CommiSSioner of the General Land Office rece1ve as a royalty on the gross productiOn allocable to the Ulldivided Interest not leased an amount less 
than the value of one-siXteenth (1/16) of such gross producuon. 

(B) REDUCTION OF PAYMENTS If. dunng lhe prmary term, a portiOn of the land covered by thiS lease IS lllduded Within the boundanes 
of a pooled unit tllat has been approved by the Schoof Land Board and the owner of the SOli 1n accordance w1th Natural Resources Code SeciJons 
52 151-52.154, or If, at any tJme after the exp~raoon of the pnmary term or tile eJ<tended term, thiS lease covers a lesser number of acres than the total 
amount desctibed herein. payments lha1 are made on a per acre basiS nereundef shal be reduced ac::oo<dlng to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre baSIS under the terms of th1s lease dumg the pnmary term Shall be 
calo.Jiated based upon the number of acres outSide the boundanes of a pooled unrt. or. If after the exptrabon of the pnmary term. lhe number of acres 
aclually reta1ned and covered by ttus lease 

21 USE OF WATER Lessee shall have the nght to use water produced on said land necessary fOf operauons under this lease except water 
from wells or tanks of the owner or the sotl, provided. however, Lessee shall not use potable water or water SUitable for l1vestock or 1f11Qaoon purposes 
for waterflood operauons Wltllout the pnor consent of 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 properly, 
improvements. livestock and crops on said land 

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

24. WELL LOCA nON UMIT No well shall be dnlled nearer than two hundred (200) feet to any house or bam now on said premoses Without 
the wntten consent of the owner of the SOli. 

25. POLLUnON. In developing th1s area, Lessee shall use the highest degree of care and all proper safeguards to prevent poiiUliOn Without 
limiting the forego1ng, pollution of coastal wetlands. natural waterways. nvers and 1m pounded water shall be prevented by the use of containment 
faolibes suffloent to prevent sp1llage, seepage or ground water contaminatiOn. In the event of pollution, Lessee shall use a~ means at ns d1sposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responSible for all damage to publ1c and private properties. Lessee shall bu11d and 
maintain fences around its slush. sump, and drainage pits and tank. battenes so as to protect livestock aga1nst loss. damage or 1n1ury, and upon 
completiOn or abandorment of any well or wells, Lessee shall fill and level all slush pits and ceHars and completely olean up the dnlllng S<te of all rubbish 
thereon Lessee shall, while oondudJng operations on the leased premiSes. keep said premises free or aU rubbish. cans, bottles. paper rups or garoage 
and upon compleuon of operations shall restore the surface of the land to as near ns ong1nal oond1Uon and contours as IS praCIICabte Tanks and 
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equtpment Will be kept patnted and presentable 

26 REMOVAL OF EQUIPMENT. Subject to hmrtaltons tn thiS paragraph, Lessee shall have the right to remove machtnery and fixtures placed 
by Lessee on the leased premtses, including the right to draw and remove cas•ng, Within one hundred twenty (120) days after the exptrahon or the 
rermtnatton of thts lease unless the owner of the sotl grants Lessee an extenston of thts 120-day penod However, lessee may not remove casing from 
any well capable or produong 011 and gas tn paytng quanlttteS Addttlonally, lessee may not draw and remove casing until after lh•rty (30) days wntten 
notice to the Comm•ss10ner or the General land Office and to the owner or the so•! The owner of the so•! shan become the owner of any mach•nery, 
fuctures, or cas1ng whtch ore not timely removed by lessee under the terms or thts paragraph 

'Z7 (A) ASSIGNMENTS Under the oondit•ons oonta1ned In th•s paragraph and Paragraph 2g of thos lease, the nghts and estates or e~her 
party to lhts lease may be asstgned, in whole or tn part and the proviSIOnS of thiS tease shall extend to and be bindtng upon thetr heirs, devlsees. legal 
representllt•ves. suooessors and aSStgns However, a change or diVISIOn tn ownershtp of the land, rentals, or royahies Will not enlarge the obhgatt<lns or 
Lessee. dtminlsh !he nghts, privileges and estates of lessee, tmpair the effedlveness or any payment made by Lessee or mpatr the effec.tlveness of any 
ad perlormed by lessee. And no change or dtvis100 tn ownersh•o of the land, f'Pfltals. or royalt.es shall bind lessee lor any purpose unhlttnrty (30) days 
after the owner of the soli (or hts heirs, deVIsees, legal representatiVes or a'~•!Qns) fumtshes the Lessee wrth sabSfactory wntten ellldenoe of the change 
tn ownershtp, tneludtng the ongtnal recorded muntments of hlle (or a certtfied copy of such onginat) when the ownership changed because of a 
conveyance A rota! or parttal asstgnment or thts tease shall, to the extent or the Interest ass•gned, relieve and d•scharge Lessee or all subsequent 
obltgaltons under th1s lease. llthos lease os assigned tn tis enttrPty as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably. aooording to lhe area of each, and rat lure by one or more of them to pay hos share of the rental shall not affed 
this lease on the part or the land upon whtch pro rata rentals are ttmety patd or tendered, however. tithe assignor or ass.gnee does not file a oer11fied 
copy of such aSStgnment 1n the General land Offioe before the nelei rental paying date, the enttre lease shall terminate lor raaure to pay the enhre rental 
due under Paragraph 3. Every assignee shall suooeed to all rights and be subjed to all obligatiOns, liabilities. and penaHies owed to the State by the 
orig•nal lessee or any pnor ass19nee of the tease, lncludtng any llablhties to the Stale for unpatd royaHles. 

(B) ASSIGNMENT LIMIT AnON. Notwithstand•ng any provision in Paragraph 27(a), if the owner of the s011 acquires this lease In whole or In 
part by assignment Wllhou1 the prior written approval of the Commissioner of the General Land Office, this tease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An asstgnrnent will be treated as if II were made to lhe owner of the soil if the 
assignee IS' 

(1) a nomtnee of the owner of the soU, 
(2) a oorporal1on or subsidiary in which the owner of I he soil Is a pnndpal stockholder or IS an employee of such a oorporatton or subsidtary; 
(3) a par1nersh1p •n whiCh the owner of the soil •s a partner or Is an employee of such a partnership; 
( 4) a pnnopal stockholder or employee of the oorporat100 whiCh Is the owner of !he sod, 
(5) a parlner or employee in a partnership whiCh IS the owner of the soli, 
(6) a fiduciary lor the owner of the salt. Including but not Rmrted to a guardian, trustee, executor, administrator, receiver, or oonsenr.~tor lor the 
owner of the soli, or 
(7) a family member of the owner of the soli or related to the owner of the SOli by marriage, blood, or adoption 

::>8 RELEASES Under the oondmons oontained tn thts paragraph and Paragraph 29, lessee may at any hme execute and deliver to the 
owner of the SOli and place of reoord a release or releases covenng any po!11on or portions of the leased premises, and thereby surrender thiS lease as 
to such po!1><>r~ or po!1tOnS, and be reheved of an subsequent obllg11tt0ns as to acreage surrendered If any part of this lease Is property surrendered, the 
dPiay rental due under thts lease shall be reduced by the pnoportlon that the surrend!!red acreage bears to the acreage whiCh was cove"''i by th•s l<>ase 
tmmedtatPiy pnor to such surrender; however, such release win not relteVe lessee of any liabilities which may have accrued under this lease pnor to the 
surrender of such acreage 

29 FILING OF ASSIGNMENTS AND RELEASES. If all or any parl of thiS lease IS &SStgned or released, such asstgnmenl or release must be 
recorded 1n the oounty where the land IS Situated, and the recorded Instrument, or a copy of the reOOfded instrument cerltfied by the County Cterll or the 
oounty 1n wh1ch the 1nstrumentls reoorded, must be filed tn the Genpralland Office Wtlhon 90 days of the last execution date aooompanoed by the 
prescntx>d filing fee. If any such assignment is not so filed, the rights acquired under lh•s lease shall be subject to forfe•ture at the optton of the 
CornmtSSioner of the General Land Offooe. 

30 DISCLOSURE CLAUSE. All provisions pertatnlng to the tease of the above-described land have been tncluded trl th•s Instrument, 
lncludtng the statement of the true considerat•on to be patd lor the execuhon of this tease and I he rights and duties of the parttes Any collateral 
agreements oonoeming the development of oil and gas from the leased premises which are not oontained in this lease render this tease invaltd, 

31 FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disClose any fads alfedtng the Stare's tnlerest •n 
the leased premises. When the interests ollhe owner of the SOil confttct wtth those of the State. the owner of the soil •s obttgated to putlhe Stare's 
Interests before hts personal interests 

32 FORFEITURE. If lessee shan fail or refuse to make the payment of any sum within thirty days after it becomes due, or 1f les5e" or an 
authorized agent should knowingly make any false return or false report oonoemtng production or drilling, or If lessee shall fat! or refuse to dnll any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner or the General land Office, or If Lessee 
should fatl to file reports 1n the manner required by taw or laH to oomply wtth rutes and regulations promulgated by the General land Oflioe, the School 
land Board, or the Railroad Commission, or If Lessee should refuse the proper authonty aooess to the records perta1ning to operabons, or If Lessee or 
an authonzed agent should knowingly fat! or refuse to give oorred inlormat100 lo the proper authority, or knowingly fail or refuse to furnish the General 
Land Office a oorred log of any wen, or If Lessee shan kilOWingly violate any of the matenal proVISions of this tease, or tf thos lease Is assigned and the 
ass•gnment is not filed In the General land Offtee as required by taw. the rights acqwed under this lease shall be subject to lorfetture by the 
CommiSSIOner, and he shall forfeit same when suffioendy •nrormed of the facts whiCh authonze a forfeiture, and when forfeited the area shan agaon be 
sub)ecl to lease under the terms of the Rehnqwshment Ad However, nothtng heren'l shall be oonstrued as waiving the automatic term•nat100 of thos 
tease by opera~on of taw or by reason of any spedal limnabon anstng hereunder Forlertures may be set aside and thts lease and all nghts thereunder 
reonstated befOfe the nghts of another intervene upon sabslaaory evidenoe to the Cornmlss•oner of the General Land Office of future oompl•anoe wrth 
the proVISions of the law and of this tease and the rules and regulations that may be adopted relabve hereto 

33. LIEN In aocordanoe wrth Texas Natural Resources Code 52.136, the State shall have a first rten upon all ool and gas produced from the 
area oovered by th•s tease to secure payment of all unpatd roya~y and other sums of money that may beoorne due under thts lease By aoccptance of 
this lease, lessee grants the Slate, in addition to !he lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
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express contractual lien on and security interest in all leased minerals in and extracted from the leased premises. all proceeds whiCh may accrue to 
Lessee from the sale of such leased m1nerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased prem1ses used in connection with the production or processing of such leased minerals 1n order to secure the payment of all roya~ies 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 secunty interest may be foreclosed With or WithOut court proceedings in 
the manner provided in the lille 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Comm•ssioner may requ~re Lessee to 
execute and record such instruments as may be reasonably necessary to acknOW1edge, auach or perfect this lien. Lessee hereby represents that there 
are no pnor or superior liens arising from and relating to Lessee's activities upon the abov&-<jescnbed 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 lhis lease forfeited as provided 
herein 

34. POOLING. Lessee IS hereby granted the right to pool or umtize 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 lhe Commissioner of the General land Office for the pooling or unitizing of the interest of the State under thos lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the so11 agrees lhatthe 1nclus•on of thiS proviSIOn 1n thiS lease sausfies the 
execution requirements stated on Texas Natural Resources Code 52 t52 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the sod, lhe~r officers, employees, partners, 
agents, contractors, subContraaors, guests, InVItees, and lheir respective successors and 8SS1Qns, of and from all and any actJons and causes of action 
of every nature, or other harm, 1nclud1ng enwonmental harm, for wh1ch recovery of damages 1S sought, 1nclud1ng, but not limited to, all losses and 
expenses wh1ch are caused by the activiues of Lessee, ots officers, employees, and agents ans•ng out of, inodental to, or resulung 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 thos 
Agreement or by any other negligent or stnctly liable act or omiss1on of Lessee. Further, lessee hereby agrees to be liable for, exonerate, indemmfy, 
defend and hold harmless the State of Texas and the owner of the sod, their officers. employees ano agents, their successors or ass~gns, aga1nst any 
and all claims, liabilities, losses, damages, actions. personal injury (u1duding death), costs and exp..nses, or other hann for which recovery of damages 
IS sought, under any theory onctudong tort, contract, or strict liabolity, 1ncludong anorneys' fees and other legal expenses, oncludong those related to 
envoronmental hazards, on the leased premises or in any way related to lessee's faolure to comply With any and all envorononentaltaws: those ansong 
from or on any way related to lessee's operauons or any other of Lessee's activ1toes on the leased premoses; those aris1ng 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 prov•sions of thiS Agreement 
or any other act or omiss1on of lessee, 1ts directors. officers, employees, partners, agents, contractors. subcontractors. guests, inYitees, and their 
respecwe successors and assigns. Each ass1gnee of this Agreement. or an onterest therem. agrees to be liable for, exonerate, 1ndemmfy. defend and 
hold harmless the State of Texas and the owner of lhe soil, their officers, employees, and agents in the same manner provided above in connection with 
lhe activit1es of lessee, rts officers, employees, and agents as desa1bed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, All OF 
THE INDEMNITY OBUGATIONS ANDIOR LIABlUTIES 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 NEGUGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT. ACTIVE, OR PASSIVE • 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutan~ or contaminant Lessee shall not bnng or penni! to remain on 
the loascd pramoses any asbeStos containing materials, explosrvos, toxic matenals, or subst:ancos rogulated as hazardous wastes, hazardous materials, 
hazardous substances (as the tonn "Hazardous Substance" is defined in the Compruhensive Environmental Response, Compensation and Uabthty Act 
(CERCLA), 42 U.S.C. Sections 9601, at seq.), or toxic substances under any federal, state, or local taw or regulaoon ("Hazardous Materials'), except 
ordonary products commonty used In connoction with oil and gas exploration and development operations and srored in the usual manner and quantltics. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPAN CY 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 provtsions ofTexas Natural Resources Code 52.171 through 52.190. commonly 
known as the Refonquishment Act, and other applicable statutes and amendments thereto, and rf any prov1s10n on thiS lease does not conform to these 
statUles, the statutes WIP prevail over any nonconforming lease provrsions. 

38. EXECunON. Th1s oil and gas lease must be SIQned and acknowledged by the lessee before it is filed of record 1n the county records and 
in the General land Office of the State of Texas. Once the filing reqwements found on Paragraph 39 of th1s tease have been sausfled, the effectJve 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. lhrs lease must be filed of record on the office of the 
County Cieri< in any county in which all or any part or the leased premises is located, and certofied copoes thereof must be filed 10 the General l and 
Office. Th1s lease 1s not effective until a certified copy of this lease (which is made and cert1fied by lhe County Cieri< from h1s records) 1s filed 1n the 
General land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless n 
reCites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to lhe General land OffiCe 

True and Correct 
CO, 'Y of 

Original filed In 
R eves County 

Clerks Office 

19 1 
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ADDENDUM PROVISIONS - #40 AND #41 

40 CONTINUOUS DEVELOPMENT After the el(Jltratlon of the pomary term, and notwrthstand1ng paragraphs 16 (A) and 16 (B) above and 
any other provt51on In thiS lease to the contrary, no port10n of thiS lease Will terminate ~ Lessee oont1nues to dnll a well (or wells) anywhere on the leased 
premises w•th no more than 180 days between the release of the dlllhng ng on one well and the commencement of actual dnlhng operatiOns on a 
subsequent well (hereonatter referred to as "contiOuous dnlhng"). Upon the cessatiOn of con!lnuous drilling this lease shan term1nate in accordance Wllh 
the other ll'levant pr0V151ons hereon If, however, Lessee has filed wrth the Texas Railroad Commission, no later than 60 days prior to the exp~ration of 
the said 18Cklay penod, all requis•te applicatiOns to drill the next well in the continuous drilling program, and Lessee is unable to proceed Wllh drilling 
pend1ng authonzahon by the Texas Railroad Commission. then Lessee shall be allowed such addrt•onat trne as may be reasonably necessary to obtain 
the authonzatlon and thereafter spud the subsequent wen 

41 DELAY RENTALS. As stipulated In Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2"') and 
lh•rd (3") years of the pnmary term hereof Lessee or rts assigns shall have the nqht to keep thiS lease in force and effect for the fourth (4') and fifth (5") years of 
the pnmary term provided for herein by tendenng a payment of three hundred twenty five dollars ($325.00) per net acre on or before November 7, 20 10, as 
to any acreage covered hereby and not otherwise being maintained by any other provision herein at such time. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC. 

frf:~~12-~J- I ~UJL 
Tille: PRESIDENT 

Date: I::>. · I 0 · d.00'1 

LFA,OR 
STATE OF TEXAS 

= 
J EROME E. HAGtN)~f~TATE 
BY: CAROLE LAIRD, INDEPENDENT EXECUTRIX 

IndiVidually and as agent for the State ofT exas 

Tru and COttsct 
copy of 

rl 1nal 1led \n 
ves County 

c rks Office 

-

-
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STATE OF TEXAS 

COUNTY OF ATASCOSA 

VOL. 

BEFORE ME, the undersigned authorrty, on this day pe1$0nalty appeared CINDY G MERCER, known to me to be the pe1$0n whose name IS 
subSCt1bed to the forego109 lll$tlument.s as President of P1nnade Land ServiCeS, Inc and acknowledged to me that she executed the same for 
the purposes and consideration there1n expressed, '"the c:apacrty stated. and as the act and deed of said corpora~on 

Grvenundermyhandanc:tsealofotf~tethiSthe I()~ dayof h e<'ern'cel'" 2007 

STATE OF ALABAMA 

COUNTY OF JEFFERSON 

MEIJSSA C BOWEN 
MY CQO.IMISSIOII EXPtRfS 

Oic:tmOir 19, 2007 

BEFORE ME, the undersigned authonty, on this day personalty appeared CAROLE LAIRD, known to me to be the person whose name Is 
subscribed to the foregoing Instrument, and acknowledged to me that she executed the same for the purposes and consideration there1n 
expressed and 1n the cap3City stated 

Gwen under my hand and seal of office thiS the ..,!Ji.l:if day of ~ e: & k,.e . 2007 

--
FILEI_ 5_6_ 1 __ _ 

..- c. 

~~~~")! • ' • ...... • • - •"' ,..,At 

Of!W "' IHLilt.~.rl'.lllu nUl ,.,._,..trirT ur..wSt COUJlt 
RACE IS til\' 0 iOI\C Uh'f'-' .. ·; <r".! I •u,. Hrlf,t~ 

~ 

. __ l_l_TH ___ DAY OF· _ __ F_E_B_R_U_AR_ Y ___ A.D. 2008 2:55 P. M. 
Fll..ED FOR RECORD ON TilE_ _ 

~ 12TH FEBRUARY A.D. 2008 5 :00 P. M. ------------O~CORDIID ON TIUI DAY OF 

~ \ G.u-,\[\,L. 0 . ~\(J)olJ , D~ DIANNE 0. FLOREZ, COUNTY CLERK 
REEVES COUNTY, TEXAS 



w 
.. ~ iQ) 

0 u::, 
z Q) 
~ -co >-u: Cl co 

CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
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' 

The above and forego1ng IS a full, true and correc1 photographic copy of the 
or191nal record now tn my lawful custody and possesston. as th'}re~ 'f 
filedlrej5tfd 10 the publi!:~tCO(ds of my oHICe, found 11 VOL -~. 
PAGE ~ THRU I"]_~ . 

• <~~~~. I hereby oertifted oni-t..la I i ~~~ 
{-. ~_: j_:g(\ DIANNE 0. FLOREZ, COUNTY CLERK 

; " " . 'tiUNTY, TEXAS ~~ ?Q_! (\ ' • . 0 l..1 "-;t.':'i.t ~~'/ y I ~\,;._.L ,J.i~ ~ '''"""' ., 0 
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General Land Olllce 
Rtllnqulohment Act Ltllt Form 
Rtvloed, Stplombtr 1H7 

~ustin~ m;exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this 15" day of Septembef, 2007, between the State ofTexas, acting 

by and lhroogh its agent MICHAEL H. HARRIS a manied man dea&na in his sole and seoarate D!'OO!l!ty of 506 W,AJ.TON PLACE MAQ!SON 
WISCQNSIN 53704. said agent herein referred to as the cmner of the soil (Whether one or more), and PINNACLE LAND SERV!CES INC BOX 991 
PLEASANTON. TEXAS 78064 hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Les-. for 
the sole and only purpose of prospecting and drilling for and producing 011 and gas. laying pipe lines, building tanks. storing oil and building power 
stations, telephone llnes and other structures thereon. to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated in .Bf.E':lES.. County. State of I exas, to-wit 

Section 46. Abstract 2472, Blod< 57, Public School Lands SUrvey. 

containing 640.00 OCte$, more or less. The bonus consideration paid for this lease is as follows: 

To the Stale of Texas· ONE THOUSAND THREE HUNQBEP OOLWS ANP 001100 

($1,300.00) 

To the <l'MlefS of the soil: ONE JliOUSAND THREE HUNDRED DOLLARS AND 001100 

(S 1.300.00) 
Total bonus consideration of JWQ THOUSAND SIX HUNRRED DOLiARS AND 00{100 

($2,600.00) 

The total bonus consideration paid represents a bonus ,.,of_,JliJ.ll.JR..,EE.....,H><Uu.ND""B"'E...,D"-TWE.I-Ll .. NTY"-'-'wfu!VE......._ ________________ _ 

DollatS ($325.00) per acre, on~ net acres. 

2. TERM. Subject to the other provisions In this lease, this Ieese shan be tor a term of flVE years from 
this date (herein called "primary termj 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 quantHies" means that the receipts from the sale or other authorized oommerdal use of the substance(s) 
OO'.'el'ed exceed out of pocket operational expenses for the six months last past 

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

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soii or to his aedit in the ------------------Bank. at PAY PIRECll.Y TO !HE QWNER OF TljE SOIL 
or its auocessors (which shell continue as the depository regardless of changes In the ownership of said land). the amount apecified beiaw; In ~ 
Lessee llhal. pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSnN. TEXAS. a fike SLm on 
or before said date. Payments under this paragraph shall operete as 11 rental and shall cover the privilege of deferring the COITITlencernent of a well for 
one (1) year from said date. Payments under this paragraph shell be In the following amounts: 

Totheownerofthesoii: __ ~SE~E~AQ~D~E~N~D~U~M~~~1 ________________________________________ __ 

Dollars($--------'\ 

To the StateofTelCas: ------------------------------

Dollars ($ ____ _,) 

Total Delay Rental: --------------------------------
Dollars($ ____ -...~\ 

In a lika manner and upon like payments or tenders annually, the commencement of a well may be further deferred for suooessive periods of one ( 1) 
year each during the primary tenn. All payments or tenders of rental to the owner of the soil may be made by ched< or sight drat\ 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 sucoessor bank) Should 
cease to exis~ suspend buslness, liquidate, fail or be succeeded by another bank, or for any reason taU or refuse to accept rental, Lessee shaD 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. PRODUCllON ROYAL nES. Upon produdlon of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royally 
provided for in this lease to the Commissioner of the General Land Office of the State of TelC8s, at Austin, TelCas, and one-half (112) of such royally to the 
owner of the soil: 

(A) OIL Royally payable on on, which is defined as including aU hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered rrom oil or gas run through a separator or other equipment. as hereinafter provided, 
shall be 1/4 part of the gross production or the marl<et value thereof, at the option of the owner of the soil or the Commissioner of the General 
land Office, such value to be detennlned by 1) the highest posted price, plus premium, ~any, offered or paid for oil, condensate. distilate, or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area where produced and when run, or 2) the highest marl<et price thereof offered or 
paid In the general area where produced and when run, or 3) the gross proceeds of the sale thereof, wllict1evet is the greater. Lessee agrees that before 
any gas produced rrom the leased premises is sold, used or processed In a plan~ H wil be ru1 free of cost to the royalty owners !tv'ough an adeQuale oil 
and gas separator of conventional type, or other equipment at least as ellicien~ so that all liquid hydrocarbons recoverable rrom the gas by such means 
win be recovered. The requiremenl that such gas be run through a separator or other equipment may be waived, in wnting, by the royally owners upon 
such tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royally on any gas (including nared gas), which is defined as all hydrocarbons and gaseous substances not 
defined liS oil in subparagraph (A) above, produced from any well on said land (except as provided herein wHh respect to gas processed in a plant for 
the ex\radion of gasoline, liquid hydrocarbons or other produds) shal be_____l/4 _ _ part of the gross production or the marl<et value thereof. at the 
option of the owner IX the soil or the Commissioner of the General Land Office, such value to be based on the highest marl<et pnc:e paid or offered for 
gas of comparable quaJHy In the general area where produced and when run, or the gross price paid or offeted to the producer, whichever is the greater. 
provided that the maximum pressure base in measuring the gas under this lease shaH notal any tinle exceed 14.65 pounds per square inch absolute. 
and the standard base temperature shall be sixty (60) degrees Fahrenheit c:orredion to be made lor pressure aa:ooling to Boyle's Law, and for spedfic 
gravity acoording 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 plan! or olher plant for the recovery of gasoline or other liquid ,. 
hydrocaribons shall be_l/4 __ part of the residue gas and the liquid hydrocartx>ns extraded or the marl<et value thereof. at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent ( 1 00%) of the total plant 
production of residue gas at1ributable to gas produced from this lease, and on fifty percent (50%). or that percent aocrulng to Lessee. whichever is the 
greater. of the total plant production of liquid hydrocarbons attribu1able to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or its paren~ subsid'181)' or affifiate) <7-NilS an lnteres~ then the percentage appi'ICable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at ann's length (or if there is no such third party. the highest percenlthen being spedfied in processing agreements or contracts in 
the industry), whichever Is the greater. The respedlve royalties on residue gas and on liquid hydrocartx>ns shall be detennlned by 1 J the highest marl<et ' 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quaiHy 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 hydrocartx>ns), whichever is the greater. In no eve~ h<:roNever, shaD 
the royalties payable under this paragraph be less than the royalties which v.oold 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 fraclionating, bl.mlng or any other processing shah be___!/4 __ part of 
the gross production of such produds, or the marl<et value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such marl<et value to be detennined as fonows: 1) on the basis of ·the highest marl<et 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 tenn of this lease, If this lease is maintained by production. the 
royalties paid under this lease In no event shal be less than an amount equal to the total annual delay rental herein provided: othei'Mse, 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 ~ 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not spedfy a delay rental amoun~ then for the PIJfPO&eS of thiS 
paragraph, the delay rental amount shal be one dollar ($1.00) per aCI8. 

• • • • • • • • • • • • • • • • • • • •• • • • • • • • •• 
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the owner of the 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 accnJing to such royalty owner under this lease be made In kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty In kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Oflice's rights 
or Lessee's obligations, whether express or lmpHed, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accnJing under this lease Onduding those paid In kind) shall be without dedudlon for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otheiYAse making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royaltles on the gross value received, lnduding any reinbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shan be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant Notwithstanding any other provision of this lease, and subject to the written oonsent of 
the owner of the soil and the Commissioner of the General land Office, Lessee may recycle gas for gas lUI purposes on the leased premises or for 
injection into any oil or gas producing formation undet1ylng the leased premises afler the liquid hydrocarbons contained in the gas have been removed; 
no royalties shalt be payable on the recycled gas until h is produced and sold or used by lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

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

Payment of royalty on produdlon of olland gas shall be as provided in the rules set forth In the Texas Register. Rules currently provide that royalty on oil 
is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of produdlon, 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 suoceedlng the month of productlon, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of an oil and gas produced and the market value of the oil and gas, together with a oopy of an documents, 
records or reports confirming the gross produdlon, disposition and market value including gas meter readings, pipe~ne receipts, gas ina ~ts and 
other ched<s or memoranda of amount produced and put Into pipelines, tanks, or pools and gas ines or gas storage, and any other reports or recoros 
which the General Land Office may require to verify the gross produdlon, disposition and market value. In an cases the authority of a manager or agent 
to ad for the Lessee herein must be filed In the General Land Office. Each royalty payment shall be aooompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thirty (30) days late shall aa:rue a penalty of 10% of the royalty due ex $25.00 whichever is greater. In addition 
to a penalty. royalties shaH accrue interest at a rate of 12% per year; such Interest wiD begin to accrue when the royalty is sixty (60) days overdue. 
Allidavits and supporting documents which are not filed when due shaD ii'ICUI' a penalty In an amount set by the General Land Office admlnislrative rule 
which is effective on the date when the affidavits or supporting documents were due. The Lessee shaD bear aU responsibiity for paying or ca.using 
royalties to be paid as prescribed by the due date provided herein. Payment of the definquency penalty shaft in no way operate to prohibit the Stale's 
right of forfeiture as provided by law nor ad to postpone the date on wilich royalties were originally due. The above penalty provisions shall not apply In 
casas of title dispute as to the State's portion of the royalty or to that portion of the roya~y In dispute as to fair market vaiue. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually lumlsh the Commissioner of the General Land Office 
with its best possible estimate of oH and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with oopies of 
all conlracts under which gas Is sold or processed and all subsequent agreements and amendments to such conlracts within thirty (30) days after 
entertng Into ex making such contracts, agreements ex amendments. Such oontracts and agreements when received by the General Land Office shall be 
held In confidence by the General Land Office unlesa otherwise authorized by Lessee. All other contracts and records pertaining to the produdlon, 
lransportation, sale and marketing of the oil and gas produced on said premises, induding the books and aa:ooots. receipts and discharges of al v.ets. 
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. WriHen notice of all operations on this lease shall be submiHed to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, worl<over, re-entry, temporary abandonment or plug and abandonment of any well ex 
wells. Such written notice to the General land Office shall Include copies of Railroad COilVTiission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the tine they are filed with the Texas Railroad Commission. AI 
applications, pennits, reports or other filings that reference this lease or any specific wen on the leased premises and that ere submitted to the Texas 
Railroad Commission or any other governmental agency shaD include the word "State• in the title. Additionally,ln accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank baHeries or other associated improvements to the land must also 
include the word "State." Lessee shaft supply the General Land Office with any records, memoranda, accounts, reports, cuttings and oores, 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 eledrical and/or radioactivity survey made on the bore-hole sectJon, from the base of the surface caslng to 
the total depth of well, of all wells drilled on the above described premises and shall transmH a true oopy of the log of each survey on each well to the 
General Land Office within fifteen (15) daya afler the making of said SUMiy. 

(C) PENAL TIES. Lessee shall Incur a penalty whenever reports, documents or other materials are not Ned In the General Land Oflice when 
due. The penalty for late fit'lllQ shall be set by the General Land Oflice adminislrative rule which is effective on the date when the materials were due in 
the General Land Office. 

11. DRY HOLEICESSA TION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to dlsoovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate If on or 
before the expiration of sixty (60) daya from date of completion of said dry hole or cessation of production lessee oonvnences addhional drilfing or 
reworidng operations thereon, or paya or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto. a dry hole be ~ted and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shaD remain In futl force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
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prod~ in paying quantl1les at the expiration of .'he, primary tenn, Lessee may maintaln this lease by conducting additional drilling or reoNOIIdng 
operations pursuant to Parag~ 13, U$1119 the exptralion of the primary tem1 as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well dnUed on the above desc:riled land be completed as a shul~n oil or gas weU within the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided heraln on or befora the rental paying date following the expiration of sixty (60) 
day;s from the date_of completion of such shul~n oQ or gas weU and upon the fallura to make such payment, this lease shaU ipso facto terminate. If at the 
exptration of the pnmary term or any time thereafter e shut-in oil or gas well Is located on the leased premises, payments may be made In accordance 
with the shul~n provisions hereof. 

12. ORIWNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neithet oil nor gas Is being 
produced on said land, but Lessee Is then engaged in drill'tng or rewlli100g operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and In wof1ananli<e manner without interruptions tolallng more 
than sixty (60) ~ys during any one such operation. and If they resuH 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 011 or gas weU royalties or compensatory royo~les is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate If Lessee commences additional drilling or reworillng 
operations within sixty (60) days after such cessation, and this lease shaU remain In lui force and effect for so long as such operations continue In good 
faith and In worilmanli<e manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations resuH in the production 
of oU 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 paYJng quantities or payment 
of shut-In oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drining or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworillng 
operations within sixty (60) days after the completion of the weH as a dry hole, and this lease shall remain In effect so long as Lessee <Xlntinues driiUng or 
reworking operations in good faith and In a worilmanlike manner without lntei!\Jptions 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, 'Weir means any well that has been assigned a wen rn.mber by the state agency 
having jurisdlclion over the production of oil and gas. If, at any time after the expiration of the primary term of a lease lha~ until being shu! in, was being 
malntalned In force and effect, a well capable of producing atl or gas In paying quantities is localed on the leased premises, but oil or gas Is not being 
produced for lack of suttable production fadfities or lack of a suttable marilet, 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 amoun~ then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acra. To be effective, each initial shul~n oW orgas 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 driling or reworking operation In acc:ordance 
with the lease provisions;~ date Is latest Such payment shaU be made one-half ( 112) to the Convnissioner of the General Land Oflice and one­
half (112) to the owner of the soil. II the shu! -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 marilet for the oH or gas exists. Lessee may extend the lease for four 
more suocesslve periods of one (1) year by paying the same amount each year on or before the expiration of each shut~n year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease Is kept in effect by payment of the shu! -In oil or gas royatty, oil or gas Is 
sold and deivered in paying quantities from a wei kx:ated within one thousand (1,000) feet of the leased premises and completed In the same producing 
reseNOir, 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 shail cease, but 
the lease shall remain effective for the remainder of the year for which the royaHy has been paid. The Lessee may malntaln the lease for four more 
suooesslve years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the marilet value of production from the web 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 or the General Land Office and one-half (112) to the owner of the sat1, beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the well causing the drainage or that is completed In the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest In accordance with Paragraph g 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 Resouroes Code 52.173; however, at the determination of the Coovnissloner. and with the Commissionel's written approval, the payment 
of compensatory roya!Ues can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the <Xlntrary, after a weu producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shaU exercise the diligence of a reasonably prudent operator In drilling such additional wea or 
wells as may be reasonably necessary for the proper development of the leased premises and In marileting 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 ~ &hal 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 reworldng operations, or (2) the number of acres included In a producing pooled unn 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any sucoessor 
agency, or other governmental authority having jurisdiction. If at any time alter the effective date of the partial termination provisions hereof. the 
applicable field rules ara changed or the wei or wens located thereon are reclassified so !hatless aaeage Is thereafter allocated to said wei or wells for 
production purposes, this lease shaU thereupon terminate as to all acreage not thereafter allocaled to said wei or wells for production purposes. 
Notwithstanding the tennination of this lease as to a portion of the lands covered hereby, Lessee sha~ nevertheless <Xlntinue to have the right of ingress 
to and egress from the lands sbU subject to this lease for aD purposes desaibed in Paragraph 1 hereof, together with easements and rig~f-way for 
existing roeds, existing pipelines and other existing facifrties on, over and actoSS all the lands described In Paragraph 1 hereof ("the retained lands'), for 
aocess to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term ij shall 
further terminate as to all depths below 100 feet below 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 extendled term lessee pays an amount equal to one-half (112) of the 
bonus olfgfnany paid as oonsideration for this tease (as specified on page 1 hereof). If such amount Is paid, this tease shall be In force and effect as to 
such deeper depths, and said termination shan be delayed for an additional period of two (2) years and so long thereafter as ool or gas is produced In 
paying quantities from such deeper depths covered by this lease. 

(C) tDENllFICATtON AND FlUNG. The surface acreage retained hereunder as to each well shan, as neat1y as practical. be in the form of a 
square with the wen located in the center thereof, or such other shape as may be approved by the Commissioner of the General land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, lessee shan exearte and recoo:l a release or releases containing a sat.isfadory 
legal descriplloo of the acreage and/or depths not retained hereunder. The recoo:led release, or a certified copy or same, shaft be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General land Office rules In effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written Instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counties where the lease Is located and In the official records of the General land Office and such 
designation shall be binding upon lessee for aa purposes. 

17. OFFSET WEUS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shaD refieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent In control of the leased 
premises shall drill as many wells as the fads may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities v.ithin 1,000 feet of the leased premises, 
or in any case where the leased premises Is being drained by production of oit or gas, the Lessee, sublessee, receiver or other agent In control of the 
leased premises shall In good faijh begin the dolling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such dolling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soirs agency rights to forfeHure. 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 ataMory 
parameters satisfy the obligation to drill an offset wen or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith efforL Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebelriOil, riots, 
strikes, ads of God, or any varid order, rule or regulation or government authority, then while so prevented, lessee's obl"tgation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants: additionally, this lease shall be 
extendled while lessee Is prevented, by any such cause, from conducting drifting and rewoOOI1g operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals In order to maintain this lease In elled during the primary term 
In the absence of such drilling or reworl<ing operations or production of oil or gas. 

19. WARR/WTY CLAUSE. The owner of the soli warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
In payments owed on the leased premises, then lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises.. If Lessee makes payments on behalf of the owner of the soil under this paragraph, lessee may re<XM!r the 
cost or !hesa payments from the rental and royaltles due the owner or the sol 

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

(B) REDUCTlON OF PAYMENTS. If, during the primary term, a po11ion of the land covered by this lease Is included v.ithin the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the sool in accordance with Natural Resources Code Sections 
52.151--52.154, or if, at any time after the eJCpiratlon of the primary term or the extendled term, this lease covers a lesser number of aaes than the total 
amount desaibed herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shan be 
calculated based upon the number or acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of aaes 
actually retained and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to use water produced on seld land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided, however, Lessee shall not use potable water or water su~able for livestod< or Irrigation purposes 
for water11ood operations without the prior consent of the owner of the soil. 

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

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

24. WELL LOCA noN LIMIT. No wen shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 
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. . . 25. PO~LUTION. !n developing this area, lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Wrthout 
hm~t1~g the fo~01ng, pollution of coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
faalities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture au escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shaU build and 
maintai~ fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against toss, damage or injury; and upon 
completion or abandolvnent of any well or wells, lessee shall fill and level all slush pits and ceDars and completely clean up the drilling site of aU rubbish 
thereon. lessee ~U, white ~ucting operations on the leased premises, keep said premises free of aU rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as Is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph, lessee shall have the right to remove machinery and fixtures placed 
by lessee on the leased premises, Including the right to draw and remove casing, within one hundred twenty (120) days after the expiraUon or the 
termination of this lease unless the owner of the soil grants lessee an extension of this 120-day period. However, lessee may not remove casing from 
an~ well capable of producing oil and gas In paying quantities. Additionally, lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not timely removed by lessee under the terms of this paragraph. 

ZT. (A) ASSIGNMENTS. Under the condiUons contained In this paragraph and Paragraph 2g of this lease, the rights and estates of either 
party to this lease may be assigned, in whole or in part. and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However, a change or division in ownership of the land, rentals, or royahies will not enl31ge the obl'19ations 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 charl9e or division in ownership of the land, rentals, or royalties shall bind lessee for any purpose until thirty (30) days 
after the owner of the SOil (or his heirs, devisees, legal representatives or assigns) furnishes the lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease Is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, acoording to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment in the General land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT UMITA noN. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil aoquires 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 assigMlent and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if fl 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 stocllholder or is an employee of such a corporaUon 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 stocllhoider 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 fiduciary for the owner of the soil; including but not lim~ed to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soli; or 
(7) a family member of the owner of the soil or related to the owner of the soil by maniage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, lessee may at any time execute and deliver to the 
owner of the soli and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to aaeage 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 aaeage which was covered by this lease 
immediately prior to such surrender, however, such release win not relieve lessee of any liabilities which may have ao::rued under this lease prior to the 
surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assigfVT1Cnt or release must be 
recorded in the county where the land Is situated, and the recorded instrument, or a oopy of the recorded instrument certified by the County Clerk of the 
county in which the instrument is recorded, must be filed in the General land Office within 90 days of the last execution date acoornpanied by the 
prescribed filing fee. If any such assignment is not so filed, 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 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. FtDUClARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in 
the leased premises. When the interests of the owner of the soil conflict with those of the State, the owner of the soil is obligated to put the State's 
interests before his personal interests. 

32. FORFEITURE. If lessee shaU fail or refuse to make the payment of any sum within thirty days after it becomes due, or if lessee or an 
authorized agent should knowingly make any false retum or fa.lsa report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commlssioner of the General land Office, or if lessee 
should taU to file reports in the manner required by taw or fail to comply with rules and regulations promulgated by the General land Office, the School 
Land Board, or the Railroad Commission, or if lessee should refuse the proper authority acoess to the records pertaining to operations, or if lessee or 
an authorized agent should knowingly fail or refuse to give correct Information to the proper authority, or knowingly fail or refuse to furnish the General 
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Land Office a corred log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease Is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he sha~ forfe~ same when suflicienHy Informed of the fads whlch authorize a forf~ure, and when forfeited the area shall again be 
subject to lease under the tenns of the Relinquishment JV:;t However, nothing herein shall be consti\Jed as waMng the automatic tennlnation of this 
lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures may be set aside and lhis lease and all rights thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the Commissioner of the General Land Office of tutura 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 aoc:ordance with Texas Natural Resources Code 5~ 136, the State shaD have a first lien upon au oil and gas produced from the 
area COIIel'ed by this lease to secure payment of all unpaid royalty and other SimS of money that may become due under this lease. By aa:eptance of 
this lease, Lessee grants the State, In addition to the lien provided by Texas Natural Resourtes Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security Interest In an leased minerals In and extracted from the leased premises, an proceeds which may acx:rue 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 an 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 concfrtion of this lease, whether express or Implied. This ien and secumy Interest may be foreclosed with or without cou11 prooeedings In 
the manner provided in the Tille 1, Chap. g of the Texas 8usness and Commelce Code. lessee agrees that the Commissioner may require Lessee to 
execute and reoold such instruments as may be reasonably necessary to ad<nowledge, attach or perfect this &en. Lessee hereby represents that there 
are no prior or superior lens arising from and relating to Lessee's activities upon the abov~ property or from Lessee's acqulsltion of this lease. 
Should the Commissioner at any tine determine that this representation Is not true. then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOUNG. lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the Gene rei 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 O'Mler of the soil agrees that the inclusion of this provision In this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. lessee hereby releases and discharges the Stale of Texas and the owner of the soil, their officers, employees. partners, 
agents. contractors, subcontractors, guests. invitees, and their respective successors and assigns, of and from an and any ac:tlons and causes of action 
of every nature, or other hann, including envirorvnental hann, for which necovery of damages Is sought, Including, but not limited to, all losses and 
expenses whlch are caused by the activities of Lessee. lts 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 lefTI\s or provisions of this 
~reement, or by any other negi'JQent or striCily fiable act or omission of lessee. Further, lessee hereby agrees to be liable for, exonerate, Indemnify. 
defend and hold hannless the State ofTexas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and aU daims, Rabil~. losses, damages, actions, personal injury (Including death), costs and expenses, or other hann for which rerovery of damages 
Is sought. under any theory Including tort. contract, or strict liability, including attorneys' fees and other legal expenses. including those related to 
environmental hazards, on the leased premises or In any way raJa ted to Lessee's faRure to comply with any and aU environmental laws; those arising 
from or in any way related to lessee's operations or any other of lessee's aCIMties on the leased premises; those arising from lessee's use of the 
surlaoe of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of lessee, its directors. officers, employees, partners, agents, contractors, subcontractors, guests, Invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an Interest therein, agrees to be ~able for, exonerale, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and ager.ts in the same manner provided above in connection with 
the activities of lessee, lts officers. employees, and agents as desaibed above. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREIN, All OF 
THE INDEMNITY OBUGATIONS ANDIOR UASIUTlES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDtnONS), STRICT UABILilY, OR THE 
NEGUGENCE OF IWY PARTY OR PARTIES (INCLUDING THE NEGUGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGUGENCE 
BE SOLE. JOINT, CONCURRENT, ACTIVE, OR PASSNE. 

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 watora, groundwater, sediments, and surface or subsurface st111ta, ambient air or any 
other environmental medium in, on, or under, the leased premises, by any wasta, pollutant, or contaminant. Lessee shall not bf1ng or perm~ to temaln on 
the leased premisM any asbestos containing matarlals, exploelves, toxic materials, or aubetances regulated as hazardous wastM, hazardous materials, 
hazardous substances (aa the l8rm "HazJJtdous Substance" Is defined In the Comprehensive Environmental Response, CompefU!Ion and l.Jablllty Act 
(CERCLA), -42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation r HaDrdooe Matllriala'), except 
ordinary products commonly used In connection with oil and gas exploration and developl*'lt opemlona and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND 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 HER.EUNDER SHALL SURVNE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT • 
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37. APPLICABLE LAW. This lease Is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Rellnquistvnent I'd, and other applicable statutes and amendments thereto, and if any provision In this lease does not conform to these 
statutes, the statutes 'MQ prevail over any nonconforming lease provisions. 

38. EXECUTION. This oi and gas lease must be signed and acknowledged by the lessee before h Is filed of reaxd In the county re<Xllds and 
In the Generaii.Jind 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. 

. 

r 

I 

39. LEASE RUNG. Pursuant to Chapter 9 of the Texas Business and Convnerce Code, this lease must be filed of record In the office of the I 
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 t 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records} Is filed In the 
General land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless h 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed fifing fee shall 
aocompaoy such celtified fXIPY to the General land Office. 

ADDENDUM PROVISIONS - #40 thru #41 

40. CONllNUOUS DEVELOPMEI'lf. Mer the expiration of the primary term, and notw'lhstandong paragraphs 18 (A) and 18 (B) above and 
any other provision In this lease to the conltary, no portlon of this lease wilt terminate W Lessee continues to drift a well (or wells) anywhere on the leased 
premises with no more than 180 days between the release of the driUing rig on one weu and the commencement of actual drilling operations on o 
subsequent wei (hereina~er referred to as "continuous driiHngj. Upon the cessation of continuous dril6ng this lease shall terminate In accordance with 
the other relevant provisions heroin. If. however. Lessee has filed with the Texas Railroad Convnlssion, no later than 60 days prior to the expiration d 
the said 180-day period, au requisb applications to drillhe next well In the continuous drilling program, and Lessee Is unable to prooeed wlh drillng 
pending authorization by the Texas Rairoad Commission, then Lessee shal be alowed such addotional tine as may be reasonably necessaty to obeain 
the authorization and thereafter spud the subsequent wei. 

41. DELAY RENTALS. ~ stipulated In Paragraph 113 of this lease, the rentals for this lease have been PAID-UP for the second (2"') and 
third (3") years of the primary term hereof. Lessee or its assigns shall have the right to keep this lease In Ioree and effect for the fourth (4") and Mh (5") years of 
the primary term provided for herein by tendering a payment of three hundred twenty fiVe dollars ($325.00) per net acre prior to September 16, 2010, as to 
any acreage covered hereby and not otheiWise being maintained by any other provision herein at such time. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC. 

Title: PRESIDENT 

Date: I D • I\ • 1Do'1 

LESSOR 

STATE OF TEXAS 
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STATE OF TEXAS 

COUNTY OF ATASCOSA } 

BEFORE ME, the undersigned authority, on this day personally appeared CINDY G. MERCER, known to me to be the person whose name Is 

subscribed to the foregoing Instruments as President of Pinnacle Land Services, Inc. and ad<nowtedged to me that she executed the same for 

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

11.1.."' DUcw .... 
Given under my hand and seal of oflice this the~ day o~ 2007. 

IIElJSSA C. BOWEN 
ll'f COMMISSKJH EXPIRES 

o-r. 18, ~ 

STATE OF WISCONSIN 

COUNTY OF DANE 

BEFORE ME, the undersigned authority, on thls day personally appeared MICHAEL H. HARRIS, known to me to be the person whose name Is 

subscribed to the foregoing Instrument, and acknowledged to me that he executed the same for the purposes and consideration therein 

expressed. 

Given under my hand and seal of oflice this the~ day of September, 2007. 

- --.. 

FII.B#_........_l ..._l _ _ _ 

Nff1 ~ HEP.£1H WHICH RESI'Rit!l ~ llif. sAlt R9ITAI.. 
01i US( .IM£.DESCRI8£0 ROI. f'liOI'ERTY BCCAUSE ~ aii.OI 
OI IIACE IS 1M.10 MO \IIIENf(I!CEAII UNID FBBit .... . 

FILED ¥01. u.coaD ow TRE. __ =.2ND= - - -'DAY OF._....!J!.!ANU=~A~R~Y!!o..-_.....,.::;'--,---A.D.. ... 3 : 15 p I M. 

"'- .,.,.. ______ DAY OF _ _ J_ANU _ _ AR_Y __ --,-__ A.-.. 2008 10:00 A. -~. 

DIANNE 0 . FLOREZ , COIJI7Y CLBII: 
IUVXS COOJITY, , TEXAS ' • 

• • • •• • • • • • • • • • • • • • • • • • • • •• • • • • • ·- • • • - - . 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE STATE OFTEXAS 
COUNTY OF REEVES 

The above and foregoing •s a full, 111Je and correct photographiC eopy or rhe 
ong1naJ record now in my lawful cusrody and possesston, as lhe same is Jiled/recy~e;j '"the p~~~cords or Mfdlfi4in ~·. 
PAGE-.-_, THAU ittCbfW!:L\7 

$~~ lherebycenifledon_Q!f..QB / 2008 _ 

'r~-~ t? 
l~ ~~~) .. DIANNEO.FlOR~ ..), 
; ~~ ~ ~~R~Escou~,r 
'<t,vlo:.t :o'f:,.l" BY EPUTY ........ , . . .. 

• • • • • • 
• • • •• • 
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General Land Office 
Rellhqulahment Act Leua Form 
Revlaed, September 1997 
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OIL AND GAS LEASE 

BOGK 788 PAGE 

/erm~· na.feJ 

THIS AGREEMENT Is made and entered mto this~ day of .,Q,.ece"""m"'b"'e'-r ------• ZQQL_ , between the State ofTexas. acting 

by and through Its agent, Douglas Alfred Miller dealing jn his separate prooertv 

of 512 S. Ross Boulevard Pecos, Texas 79772·3632 

(Give Permanenl Address) 

said agenl herein referred to as the owner of the soli (whether one or more), and Alpine Energy LP a Texas limited partner;hlo 

of 3409 S Broadway Suite 600 Edmond Oklahoma 73013 

(Give Pe<rnanent Address) 

hereinafter called Lessee . 

1. GRANTING CLAUSE. For and In considera!lon of the amounts stated below and of the covenants and agreements to be pard, kept and 
performed by Lessee under !his lease, lhe Stale of Texas acting by and through the owner of !he soli, hereby grants, leases and leis unlo Lessee, lor 
lhe sole and only purpose of prospecllng and drilling lor and producing oil and gas, laying pipe lines, building tanks, slorlng oil and building power 
stallons, lelephone lines and other s1ruc1ures thereon, to produce, save, take care of, 1rea1 and 1ransport said products of l he lease, the following lands 
situated In Reeves County, Slate of Texas, IO· WII: 

640.00 acres of land, more or less, being all of Section 46, Block 57, Public School Land Survey, A-2472, Reeves County, Texas, being the same 
land described In Palen! dated May 10, 1962 from The State ofTexas 10 J.A. Davis, Assignee, recorded In Volume?, Page 39 olthe Reeves Counly 
Patent Records, being further described In l hal certain Deed dated December 18, 1973 from Vervle Burks, to Douglas Miller, recorded In Volume 326, 
Page 618 of the Reeves County Peed Records . 

containing ><64::;0 .. ,.00,._ ____ acres, more or less. The bonus consideration paid for !his lease is as follows: 

To the State of Texas: Twelve !housand eight hundred and No/100 

Dollars ($12 800.00 ) 

To the owner of the soil: Twelve thousand eiaht hundred and No/100 

Dollars ($12 800 00 ) 

Total bonus conslderallon: Twentv fiye thousand six hundred and No/100 

Dollar; ($25.600.00 

The tolal bonus conslderallon paid represents a bonus of f!.lootl!u.!..r uhul!!nlldu;reildil.... __________________________ _ 

---------------- Dollars (S;e400.,.oo.,._ ____ ..Jl per acre, on ><:64::..,.00"----- net acres 

2. TERM. Subject to lhe other provisions In this lease, this lease shall be for a term of fiye (5) years from 
this date (herein called "primary term") and as long !hereafter as oil and gas. or either of them, is produced in paying quantities from said land. As used 
In this lease, the term ·produced In paying quantities· means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for lhe six months tasl past 

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

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli or to his credit In the PAID-UP PER PARAGRAPH 41 

---,--------,--,....--.,---,..--,...-- Bank, at . 
or hs successors (wtlich shall continue as the deposftory 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 State of Texas: ll!.!::l.------------------- ------------
Oollars (S,.,N"'/A,__ _______ _, 

Total Delay Rentai: ,_,N"''"--------------------------------
Dollars (SuNI.,;;A.._ _______ ...J 

In a like manner and upon like payments or tenders annually, the commencement of a well may be funher deferred for successive periods of one (1) 
year each during the primary tenn. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease. and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or its successor bank) should 
cease to exist, suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tenders of rental until thlr1y (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 (112) of the royalty 
provided for In this tease to the Commissioner of the General Land Office of the State of Texas, at Austin. Texas. and one·half (1/2) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which Is defined as Including all hydrocarbons produced in a liquid 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 ooe-[Ourth !1/4) pan of the gross production or the market value thereof, at lhe oplion of the owner of the soil or the Commissioner of the 
General Land Office, such value to be detennlned by 1) the highest posted price, plus premh.m, 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 wtlen run, or 2) the highest mar1<et price 
thereof offered or paid In the general area where produced and wtlen run, or 3) the gross proceeds of the sale thereof, wtllchever is the greater. Lessee 
agrees that before any gas produced from the leased premises is sold. used or processed In a plant, it will be run free of cost to the royalty owners 
through an adequate oil and gas separator of conventional type, or other equipment at least as efficient. so that all liquid hydrocarbons recoverable from 
the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, In writing, by 
the roya~y owners upon such tenns and conditions as they prescnbe. 

(B) NON PROCESSED GAS. Royally on any gas (Including nared gas). which is oefined 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 wnh respect 10 gas processed In a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be one·[Ounh (1/4) pan of the gross production or the mar1<et value thereof, at the 
option of the owner of the soli or the Commissioner of the General Land Office. such value to be based on the highest mar1<et price paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer. wtlichever 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 sbrty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the lnduslry 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 one-founh !1/4) pan 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 fitly percent (50%), or that percent accruing to Lessee, whichever Is 
the greater, of the total plant production of foquld hydrocarbons attributable to lhe gas produced from this lease, provided that ~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 pany processing gas through such plant under a processing 
agreement negotiated at ann's lenglh (or If there Is no such third par1y, the highest percent then being specif.ed In processing agreements or contracts In 
the Industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennlned by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality In the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever Is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties wtllch would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting hquld 
hydrocarbons) wtlether said gas be ·casinghead; "dry; or any other gas. by fractionating, burning or any other processing shall be one-fourth 11/4) 
pan of the gross production of such products, or the mar1<et value thereof, at the option of the owner of the soil or the Commissioner of the General Land 
Office, such mar1<et value to be detennlned as follows: 1) on the basis of the highest mar1<et 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 wtl lch such products are produced; 
whichever Is the greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary tenn of this lease, If this lease Is maintained by production, the 
royalties paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided; otherwise, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 
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6. ROYALTY IN KIND. Notwithstanding any other provision in this lease. at any tme or from tme to tme, the owner of the soli ()( the 
Convnlssloner of the General Land Office may, at the ophon of either, upon not less than surty (60) days nohce to the holder of the lease, require that the 
payment of any royahies accruing to such royalty owner under this lease be made on kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take lts royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Offoce's rights 
or Lessee's obligations, whether express or Implied, under this lease. 

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

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

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

Payment of royalty on production of oil and gas shall be as provided In the rules set forth in the Texas Register Rules currently provide that royalty on oil 
is due and must be received in the General Land Offoce 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 Offoce on or before the 15th day of the second month succeeding the month of prOduction, 
accompanied by the affidavrt of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General Land Offoce 
and showing the gross amount and disposllion of all oa and gas produced and the market value of the on and gas, together woth a copy of an documents, 
records or reports confirming the gross productoon, disposthOn and mallie! value including gas meter readings, pipeline receipts, gas tine receipts and 
other cheeks ()( memoranda of amount produced and put onto pipelines, tanks, or pools and gas Iones or gas storage, and any other reports or records 
which the General Land Offoce may require to verdy the gross production, disposhion and market value. In all eases the a uthonty 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 cheek stub, schedule, summary 
or other remittance advice showing by the assigned General Land Offtce lease number the amount of royally being paid on each lease. If Lessee pays 
his royalty on or before thony (30) days alter the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever Is 
greater. A royalty payment which Is over thlny (30) days late shall accrue a penahy of tO% of the royalty due or $25 00 whichever Is greater. In additoon 
to a penalty, royalties shall accrue Interest at a rate of t2% per year; such interest wdl begin to accrue when the royalty Is sixty (60) days overdue . 
Affidavits and supporting documents which are not foled when due shall incur a penalty in an amount set by the General Land Office administrative rule 
Which Is effective on the date when the affidav1ts or supporting documents were due. The Lessee shall bear au responsibility for paying or causing 
royaltles to be paid as prescnbed by the due date prolllded herein. Payment of the delinquency penalty shan In no way operate to prohibh the State's 
right of forfe~ure as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply In 
cases of totle dispute as to the State's portion of the royalty or to that portoon of the royally In dispute as to fair malllet value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Offoce 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas Is sold or processed and all subsequent agreements and amendments to such contracts within thlny (30) days after 
entering Into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Offoce shall be 
held in confidence by the General Land Office unless otherwise authorized by lessee. All other contracts and records pertaining to the production, 
transportation, sale and mallleting of the oil and gas produced on said premises, including the books and accounts. receipts and discharges of all wells, 
tanks, pools, meters, and pipelines shall at all times be subject to Inspection and examonatlon 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 th1s lease shall be submrtted to the Convnossioner of the General 
Land OffiCe by Lessee or operator frve (5) days before spud date, wolllover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such wrotten notice to the General Land Offoce shall onctude copies of Railroad Commission forms for application to drill Copies of well tests, 
completion repons and plugging reports shall be suppfoed to the General Land Offoce at the tlmc they are filed with the Texas Raflroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased prem1ses and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word ·state" in the bile Additionally, in accordance with Railroad Commission 
rules, any slgnage on the leased premises for the purpose of identofyong wells, tank batteroes or other associated mprovements to the land must also 
onclude the word "State." Lessee shall supply the General Land Offoce With any records, memoranda, accounts, reports, cuttings and cores, or other 
Information relative to the operation of the above-deSCtibed premises, which may be requested by the General Land Offoce, In addition to those herein 
expressly provided for. lessee shall have an electrical and/or radioactivrty survey made on the bore·hole section, from the base olthe surface casing to 
the total depth of well, of all wells drilled on the above desctibed premises and shall transmot a true copy of the log of each survey on each well to the 
General Land Offoce Within fifteen (tS) days after the making of said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or II 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 ff on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
rewollling operations thereon, or pays or tenders the next annual delay rental In the same manner as provided In this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto. a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause. 
Lessee's rights shaU remain in full force and effect without further operations until the expiration of the prlmary term: and if Lessee has not resumed 
production In paying quantities at the expiration of the prmary term, Lessee may maintain this lease by conducting additional driiHng or rewollllng 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
resume payment of the annual rental In the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-In oil or gas well and upon the failure to make such payment, this tease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-In oil or gas well is located on the teased premises. payments may be made In accordance 
with the shut-In provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, ne~her oil nor gas Is being 
produced on said land, but Lessee Is then engaged In drilling or reworking operations thereon, this lease shall remain In force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and In workmanlike manner without Interruptions totaling more 
than sixty (60) days during any one such operation, and if they resutt In the production of oil and/or gas, so long thereafter as oil and/or gas Is produced 
In paying quantities from said land, or payment of shut-In oil or gas well royalties or compensatory royalties Is made as provided In this lease. 

13. CESSATION, DRILLING, A ND REWORKING. If, after the expiration of the primary term, production of oil or gas from the teased 
premises, after once obtained, should cease from any cause, this lease shall not terminate ~ Lessee commences add~ional drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain In full force and effect for so long as such operations continue In good 
fa~h and In workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-In oil or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by taw. If the drilling or reworking 
operations resuH in the completion of a well as a dry hole, the tease will not terminate If the Lessee commences additional drilling or reworl<ing 
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 
reworl<ing operations In good fa ith and In a workmanlike manner without Interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production . 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
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 su~able production facllnles or lack of a suitable markel. then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In I he 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 lnnlal shut-In oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
!he Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days after Lessee completes a drilling or reworl< ing operation In accordance 
with the lease provisions; whichever date Is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (1/2) to the owner of the soli. If the shut-In oil or gas royalty Is paid, the 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 fr001 the first day of the month following the month In which 
production ceased, and, after thai. if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the tease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-In year . 

15. COMPENSATORY ROYALTIES. If, during the period the lease Is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered In paying quantities from a well located wnhin one thousand (1 ,000) feet of the leased premises and completed In the same producing 
reservoir, or In any case In which drainage Is occurring, the right to continue to maintain the lease by paying the shut-In oil or gas royalty shall cease, but 
the tease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the lease of the market value of production from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month In which the oil or gas Is produced from the well causing the drainage or that Is completed In the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid In any 12-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 thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and Interest In accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52. t 73; however, at !he determination of the Commissioner, and with the Commisslone~s written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

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

(A) VERTICAL. In the event this lease Is in force and effect two (2) years after the expiration date of the primary or extended term It shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of producing In paying quant~les (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 then be allocated for production 
purposes to a proration unit for each such pr?<fuclng well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective data of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph t hereof, together with easements and rights-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the reta ined lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL In the event this lease Is in force and effect two (2) years after the exporauon date of the pnmary or extended term 1t shall 
further terminate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") on each well located on aeteage retaoned In 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-ha~ (1/2) of the 
bonus originally paid as consideration for this lease (as specotled on page 1 hereof) It 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 addolional period of two (2) years and so long thereafter as 011 or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage reta ned hereunder as to each well shall, as neatly as practical, be on the form of a 
square with the weU located In the center thereof. or such other shape as may be approved by the Commissioner of the General land Office. Wrthln 
thirty (30) days after partial termination of this lease as provided hereon, lessee shall exectJte and record a release or releases contalnong a satisfactory 
legal de=iptlon of the acreage and/or depths not retained hereunder The recorded release, or a certified copy of same, shall be filed In the General 
land Office, accompanied by the filing fee prescnbed by the General Land Office rules on effect on the date the release Is filed It Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after beong requested to do so by the General land Offoce, then the 
Commissioner at his sole disetetlon may designate by wntten instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counties where the lease is lOcated and in the offiCial records of the General Land Offoce and such 
designation shall be bindong upon Lessee for all pLrposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor roya~les patd, or to be paid, under thos lease shall relieve leuee of his oblogatlon 
to protect the oil and gas under the above-descnbed land from being drained Lessee, sublessee, receover or other agent on control of the leased 
premises shall dnll as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, ~ oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises Is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent In control of the 
leased premises shall in good fa~h begin the drilling of a well or wells upon the leased premises Within t 00 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing In commercial quantities and shall prosecute such dnlllng with diligence 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the sotl's agency roghts to forfefture. Only upon the determination 
of the Commissioner of the General Land Office and with his wntten approval may the payment of compensatory roya~ under applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph 

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

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

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

(B) REDUCTION OF PAYMENTS. If, during the pnmary term, a portion of the land covered by thos lease tS Included Wllhin the boundaries 
of a pooled un~ thai has been approved by the School Land Board and the owner of the soil in accordance woth Natural Resources Code Sedlons 
52.151-52.154, or If, at any tme after the expiration of the primary term or the extended term, this lease covers a lesser number of aaes than the total 
amount descnbed herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered , or otherwise severed. so that payments determined on a per acre basis under the terms of this lease durong the primary term shall be 
calculated based upon the number of aetes outside the boundanes of a pooled unn, or, If after the exporatoon of the prmary term, the number of acres 
actually retained and covered by this tease. 

21 . USE OF WATER. Lessee shall have the roght to use water produced on saod land necessary for operations under thos 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 Uvestcx:k or Irrigation purposes 
tor waterflood operations without the prior consent of the owner of the soil. 

2.2. AUTHORIZED DAMAGES. Lessee shaU pay the owner of the soil for damages caused by ~s operations to an personal property, 
improvements, livestock and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premoses wothout 
the written consent of the owner of the soil 

477 
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25. POLLUTION. In developing l hls area, lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamlnat.lon. In the event of pollution, lessee shall use all means at its d isposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. lessee shall build and 
maintain fences around Its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or Injury: and upon 
completion or abandonment of any well or wells. l essee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
!hereon. lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans. bottles, paper cups or garbage, 
and upon completion of operations shan restore the surface of the land to as near ~s original condition and contours as Is practicable. Tanks and 
equipment will be kept painted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to lim~ations In this paragraph, Lessee shall have the roghtto remove machinery and fixtures placed 
by Lessee on the leased premises, Including the right to draw and remove casing, within one hundred twenty (1 20) days after the expiratoon or the 
termination of this lease unless the owner of the soil grants lessee an extension or this 120-day period However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quanthles Addcionally, Lessee may not draw and remove casing until alter thirty (30) days wntlen 
notice to the Commissioner of the General land Offoce and to the owner of the sool The owner of the sod shaD become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms oflhos paragraph 

27. (A) ASSIGNMENTS. Under the condotions contained In th1s paragraph and Paragraph 29 of this lease, the nghts and estates of erther 
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 dMslon in ownership of the land, rentals, or royalties will not enlarge the obfogations of 
lessee, diminish the rights, privneges and estates of lessee, Impair the effectiveness of any payment m ade by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalt ies shall bind lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devosees, legal representatives or assigns) furnishes the Lessee with satisfactory wnlten evidence of the change 
in ownership, including the original recorded muniments of l~le (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 th is lease Is assigned In its enllrety 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 tho area of each, and failure by one or more of them to pay his share or the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, If the assignor or assignee does not file a certified 
copy of such assignment In the General land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities. and penalties owed to the State by the 
original lessee or any prior assignee of the lease, Including any liabilities to the Slate for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision In Paragraph 27(a). if the owner of the soil acquires this lease In whole or In 
part by assignment without the prior written approval of the Commissioner of the General land Offoce, this lease Is void as of the tome of assignment and 
the agency power of the owner may be forfefted by the Commissioner An assognment Will be treated as if ft were made to the owner of the soil if the 
assignee Is: 

( 1) a nominee of the owner of the soU; 
(2)a corporation or subsidiary in which the owner of the soli Is a prinapal 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 pnnc:opal stockholder or employee of the corporation which Is the owner of the son. 
(5) a partner or employee In a partnership whk:h Is the owner of the sod, 
(6) a foduclary for the owner of the soil; Including but notlmoted to a guardian, trustee, executor, administrator, recerver. or conservator for the 
owner of the soB: or 
{7} a family member of the owner of the soil or related to the owner of the soH by marriage. blood. or adoption 

28. RELEASES. Under the condrtlons contained In this paragraph and Paragraph 29. Lessee may at any tome execute and deliver to the 
owner of the son and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
lo 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 lhe proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender, however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS A ND RELEASES. If all or any part or lhls 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 certofied by the County Clerk of the 
county In which the Instrument is recorded, must be filed In the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been Included in thos onstrument, 
including the statement of the true consideration to be paid for the executoon of this lease and the rights and duties of the partoes Any collateral 
agreements concerning the development of oil and gas from the leased premises whk:h are not contaoned In this lease render this lease invalid. 

31 . FIDUCIARY DUTY. The owner of the sool owes the State a fiduc:oary duty and must fully d isclose any facts affecting the State's interest in 
the leased premoses. When the interests of the owner of the soil confliCt with those of the State. the owner of the soolls obligated to put the Stale's 
onlerests before his personal interests 

32. FORFEITURE. If Lessee shall fall or refuse 10 make the payment of any sum within thirty days alter ot becomes due, or if lessee or an 
authorized agent should knowingly make any false return or false report concerning product.on or dnlling, or of Lessee shall faol or refuse to drill any 
o ffset well or wells In good ratth as requored by law and the rules and regulations adopted by the Commissioner of the General land orroce. or tf Lessee 
should fa ol to file reports In the manner requored 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 authoroty access to the records pertaining to operations, or if lessee or 
an authorized agent should knowingly fail or refuse to give correct lnformallon to the proper authority, or knowingly fall or refuse to furnish the General 
land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
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Commissioner, and he shall forfeit same when sufficiently informed ol the facts which authonze a forfeiture, and when forfeited the area shall again be 
sub,eel to lease under the terms ol tho Rellnqulstment Act However, nothing heroin shall be construed as wa1vlng the automatic term1nat1on or this 
lease by operation ollaw or by reason of any spedal hmijation arising hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another intervene upon salisfaelory evidence to the Commissioner of the General Land Office ol future compliance wtth 
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, tho State shall have a first lion upon all oil and gas produced from the 
area covered by this lease to secure payment ol al 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 contraelual 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 
teased prem1ses used in conneellon with tho production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security Interest may be foreclosed with or w1thout court proceedings In 
the manner provided In the Trtle t , 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 perfeel thiS lien Lessee hereby represents that there 
are no pnor or superior liens anslng from and relating to Lessee's ae11vitles upon the above-described property or from Lessee's acquisition ol this lease. 
Should the Commissioner at any time d.eterm1ne 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 unit1ze the royalty interest of the owner of the soil under this lease w1th any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either ol 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 unitlling of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151·52.154. The owner ol the soil agrees that the Inclusion of this provision in th1s lease satisf10s the 
execution requirements stated In Texas Natural Resources Code 52.152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the sotl, their officers, employees, partners, 
agents, contraelors, subCOntractors, guests, lnv1tees. and the~r respeelive successors and assigns, ol and from all and any actions and causes ol act1on 
ol every nature, or other harm, Including environmental harm, for which recovery ol damages is sought, lncfud1ng, but not limited to, all losses and 
expenses which are caused by the aeliv1ties of lessee, its officers, employees, and agents ansing out of, Incidental to, or resulting from, the operations 
ol or lor 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 prov1slons ol this 
Agreement, or by any other negligent or strictly liable ad or omissiOn of Lessee Further, Lessee hereby agrees to be liable for, exonerate. Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns. against any 
and all claims, liabilities, losses, damages, actions, personal injury (including dealh), costs and expenses, or other harm lor which recovery ol damages 
is sough!, under any theory Including tort, contract. or strict liability, lncludmg attorneys' lees and other legal expenses, Including those related to 
environmental hazards, on the leased premises or In any way related to Lessee's !allure to comply with any and all environmental taws: those arising 
from or In any way related to Lessee's operations or any other ol Lessee's activities on the leased premises, those arising from Lessee's use ol the 
surface ol the leased premises: and those that may arise out ol or be occasioned by Lessee's breach olany ol tho terms or provls10ns ol this Agreement 
or any other ael or omission ol Lessee. its d~reaors, officers, employees, partners, agents, contractors, subcontraaors, guests, lnv1tees. and their 
respective successors and assigns. Each assignee of this Agreement, or an Interest therein, agrees to be liable lor, exonerate, indemmfy. defend and 
hold harmless the State of Texas and the owner ol the soil, the If offiCers, employees, and agents In the same manner provided above 1n connea1on wtth 
the aelrvities 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, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use l he highest degree ol care and all reasonable safeguards to prevent contam1natlon or 
pollution of any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient alt or any 
other environmental medium in, on, or under, the leased prem1ses, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to rema1n on 
the leased premises any asbestos containing matenats, explosives. toxic materials. or substances regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term "Hazardous Substance" IS defined In the Comprehensive Enwonmental Response, Compensauon and Llab1ilty ACI 
(CERCLA), 42 U.S.C. Sections 9601 , et seq ), or toxiC substances under any federal, state, or local law or regulation ("Hazardous Materials1, except 
ord1nary produels commonly used In connecijon wtlh od and gas exploration and development operatiOns and stored In the usual manner and quant1\les 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARML.ESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABL.E ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37, APPLICABLE LAW. This lease Is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Ad, and other applicable statutes and amendments thereto, and il any provision In this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions 
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38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it Is filed of record In the county records 
and In the General Land Offtee of the Stale of Texas Once the filing requirements found In Paragraph 39 of th•s lease have been satisfied, the effectrve 
date oft his lease shall be the date found on Page t . 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the 
County Clerll in any county In whlch all or any part of the leased premises Is located, and cendied copies thereof must be filed In the General Land 
Offtee. This lease Is not el!ective unlit a cenofted copy of this lease (which Is made and certified by the County Clerll from his records) Is filed in the 
General Land Of!lce In accordance with Texas Natural Resources Code 52 183. Addrtionally, this lease shall not be binding upon the State unless rt 
recites the actual and true consideration paid or promised for execution of this lease The bonus due the Sl ate and the prescribed filing fee shall 
accompany such certified copy to the General Land Office. 

ADDENDUM PROVISIONS - ~ 1140 thru #41 

40. CONTINUOUS DEVELOPMENT. After the expiration of the primary term, and notwithstanding paragraphs 16 (A) and 16 (B) above and 
any other provision In this lease to the contrary, no portion of this lease will terminate ~ Lessee continues to drill a well (or wells) anywhere on the leased 
premises with no more than 180 days between the release of the drilling rig on one well and the commencement of actual dnll lng operations on a 
subsequent well (hereinafter referred to as ·continuous drilnng1. Upon the cessation of continuous dnlllng this tease shall terminate In accordance with 
the other relevant provisions herein. If, however, Lessee has filed with the Texas Railroad Commission, no later than 60 days prior to the eJCI)lration of 
the said 180-4ay period, all requisite applications to drill the next well in the continuous dnlhng program, and Lessee Is unable to proceed with drilhng 
pending authorization by the Texas Railroad Commission, then Lessee shall be allowed such addotional time as may be reasonably necessary to obta•n 
the authorization and thereafter spud the subsequent well . 

41. DELAY RENTALS. As stipulated in Paragraph #3 of this lease, the rentals fer this lease have been PAID-UP for the second (2"") and 
third (3"') years of the primary term hereof. Lessee or its assigns shan have the right to keep this lease In force and effect for the fourth (4"') and fifth 
(5"') years o f the primary tenn provided fo r herein by tendering a payment of four-hundred dollars ($400.00) per net aae prior to December 22, 2010 • 
as to any acreage covered hereby and not otherwise being maintained by any other provision herein at such time. 

IN WlTN ESS WHEREOF. this instrumem is executed on the date first above wrinen . 

LESSOR 

STATE OF TEXAS 

____!~,~ 

LESSEE 

dealing in his separate property, 
and as Agent for the State of Texas 

Alpine Energy, LP, a Texas limited partnership 

Title: Manager of Alpine GP, LLC, an 
Oklahoma limited liability company, which 
is the General Partner of Alpine Energy, LP 

-
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STATE OF TEXAS 

COUNTY OF REEVES 

This instrument was acknowledged before me on this the Zis ~ day of February, 2008, by 
Douglas Alfred Miller, dealing in his separate property, and as Agent for the State of Texas. 

, .. e i I 

BRAilt.EY H. t«lU.EY 
MY COWISSION EXPIRES 

lolly28,2011 

STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA 

This instrument was acknowledged before me on this the ~U... day of ~ , 2008, by 
David J . Kur tz, as Manager of Alpine GP, LLC, an Oklahoma limited liability company, which is the 
General Partner of Alpine Energy, LP. 

OFFICIAl. SEAl 

rM.:~~-FJ:~"'::u, DEBORAH KIMBRELL 
• J IIOTARY PUBLIC. OKlAHOMA 
,•' LOGAN COUillY COI.IM, 01000507 

My Comm Expues 1 21-09 
Notary Public in and for the State of Oklahoma 

---=-

- --·- --------- - -
FILE# 1340 
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DIANNE 0 . FLOilU • COUNTY CLEU. 
IKEVES COUMTY • TEXAS 



~ 
. ·~ 

® c 
0 

·~ 
.E 

~ 0 
0 
c: 
0 ; 
ii 
(l, 

w 
.. ~ i(l) 

0 i!., 
z .sa ~ (\1 >-u:: () ro 

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

The above and torego.ng 1s a lull lrue and COtrect photograp/11c copy ot lhe 
ongrnal record now 1n my lawful WStOdy and possessiOn. as the ~f.. IS 

;:~ecoffl"~~~lfaTrcts ot~,rcflt~·· 
_.~1!.'!?'»;:·~-.., lherebyoe11Jfiedon APRIL 11 , 2008 

l~~')~{\ DIANNE 0. FLOREZ,~TYCLERK 
~ ~~.tl REEVES COUNTY,.J 

~~~ •• ~ ...... ~~;.- BY j;jQQJ.J.., DEPUTY 
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FILE/11400 
' . 

Gentral Und Offtc• 
RtnnqulohtMnl Ad L- Fonn 
Rt'ltHd. ~omt.< ,,, 

~ustin , ~exa.s 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this 10th day of December. 2007. between the State of Texas. acting by and through its agent 

LOUISE CAMPBELL FORWARD COBB of 60 FEARNWAY STREET. MOBILE. ALABAMA 36§04. dealing in her sole and separate property, 

said agent herein referred to as the owner of the soU (whether one or more). and PINNACLE LAND SERVICES. INC. P.O OOX 991. 

Pl.EASANTON. TEXAS 78()64. hereinafter called Lessee. 

1 GRANTING CLAUSE. For and on conslderabon of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under lhos lease. the State of Texas acting by and through lhe owner of the sod, hereby grants, leases and lets unto Lessee. for 
the sole and only purpose of prospedong and dril~ng for and prodUCing oil and gas, layong pipe hnes, buildong tanks. stonng od and buoldong l)()'>'ller 
staiJOnS, telephone ~nes and other structures thereon, to produce.~. take care of, treat and transport said products of the lease. the loftowlng lands 
srtuated in ~County, State ofTexas, IC>-Wit 

Section 46, Abstract 2472, Block 57, Pubic School Lands Survey. 

contaonong 640.00 acres. more or less. The bonus oonsiderallon pad for this lease is as follows: 

To the State of Texas· TWO THOUSAND SIX HUNDRED DOLLARS AND QQ/100 

($2,600.00) 

To the owners of the soil: TWO THOUSAND SIX HUNDRED DOLLARS AND 001100 

($2.600.00) 

Total bonus consideration of FIVE THOUSAND TWO HUNDRED DOLLARS AND 001100 

($5,200.00) 

The total bonus consideration paid represents a bonus ,.,ofuTH.!..II..>R..,EE.._HuU,.,N"'DaB,.E.,.O'-'JWE..:.:..o."'NTY"-'-'-'-'-F-'-'!VE""----------------­
Dolats ($325.00) per acre, on 1§J!QQQ net acres. 

2. TERM. Subject to the other prOIIISIOOS in 1tus lease, this lease shall be for a term o( FIVE ears from 
ltMs date (hereon called "prwnary term1 and as long thereafter as Oil and gas, or erlher of them. is produced In payong quantrtles from said land As used 
In thts tease. the term "produced in paying quantities" means that the receipts from the sate or other authonzed oommen:lal use of the substance(a) 
covered exceed out of pocket operational expenses for the six months last pasl 

3. DELAY RENTALS. If no wellos commenced on the leased premises on or befe<e one (1) year from thiS date, thos lease shall terminate. 

unless on 0< before such anniversary dale Lessee Shall pay 0< tender lo the owner of the soil or to hiS aedit in lhe ------------

Bank, at PAY DIBECTl. Y TO THE OWNER OF THE SOIL 
0< rts successors (whiCh Shall continue as the deposrtory regardless of changes in the ownershop of said land). the amount specified below, In addition 
Lessee ShaR pay O<terlderto the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN. TEXAS. ali<e sum on 
or before said date. PaymeniS under thiS paragraph Shall operate as a rental and Shall aNer the privilege of deferring lhe COIMlencement of a weH for 
one ( 1) year from said date. PaymeniS urlder lhis paragraph Shall be In lhe following amounts: 
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Tome~ofme~. --~s~E~E~APO~~E~N~ou~M~~~1------------------------------------------

0ollars ($ ----------' 
To me State ofTexas· 

Dollars($ _______ -.J 

Total Delay Rental·-----------------------------
Dollars ($ ________ _J 

In a l1ke manner and upon like payments or tenders annually, me commeooement of a weu may be further deferred lor succe5SIIIe periods of one (1) 
year each during the pnmaty term. All payments or lenders of rental to the owner of me soil may be made by chedl or s.ght draft of Lessee, or any 
assignee of lhis lease, and may be dellvered on or before me rental paying date. If the bank des.gnated 111 this paragraph (or liS suooessor bank) should 
cease to eXJSt suspend busllleSS, liquidate, Ia~ or be succeeded by another bank, or tor any reason fat! or refuse to aooept rental, Lessee shall not be 
held 1n delautt for failure to make such payments or tenders of rental untillhlny (30) days after me owner of me SOli shall deliver to Lessee a proper 
recxlfdable instrument nallllng another bank as agent ID receM! SUCh payments or tenders . 

4. PRODUCTION ROYAL TIES. Upon productiOn of 011 and/or gas, Lessee agrees to pay or cause to be paid one-half ( 1/2) of the royally 
provided for in !his lease to me Comrruss1011er of the General Land Office of the State of Texas, at Austill, Texas, and one-naif ( 112) of sudl royally to the 
owner of me ~: 

(A) OIL Royalty payable on oil, which is de~ned as Including all hydrocarbOns produced In a liQuid form at me mouth of the well and also as 
an condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run lhrough a separator or Olher equ1pment, as herelllafter proVIded, 
shall be___lli ___ pan of me gross production or tne market value thereof, at me option oflhe owner of the SOli or the CommiSSIOner of the General 
Land Office, SUCh value to be detem11fled by 1) me hignest posted pnce, plus prellllum, d any, offered or paid for Od, condensate, d1sllllate, or olher liQuid 
hydrocaroons, respecwely, of a ike type and gravity In the general area wnere produced and when run, or 2) the highest matkel pnce thereof offered or 
paid in the general area where produced and when run, or 3) me gross proceeds of me sale thereof, wl1ic:hever IS the greater. Lessee agrees that before 
any gas produced from me leased premoses IS sold, used or processed in a plant it will be run free of oostto the royalty owners through an adequate oil 
and gas separalllf of !Xlnventionaltype, or olher equ1pmen1 at least as elliaent, so that au liquia hydrocalt)ons rec:ovefllble from tne gas by SUCh means 
will De recovered. The requuementthal such gas be run through a separator or Olher eqUiprnem may be waived, 1n wnbng, by the royally owners upon 
SUCh terms and COOditJons as mey presenile 

(B) NON PROCESSED GAS. Royally on any gas (lndud1ng llared gas), which is defined as au hydrocarbons and gaseous substances not 
defined as ool1n subparagraph (A) above, produced from any well on said land (except as provided here1n With respect to gas processed Ill a plant for 
the e)((ractlon of gasoline, liquid hydrocarbOns or Olher products) shaD be~ ___ part of the gross production or the market value thereof, at the 
opuon of the owner of lhe soil or the Commissioner of the General Land Office, such value to be based on me highest market price paid or offered lor 
gas or comparable qual1ty 1n me general area where produced and when run, or lhe gross price paid or offered to me producer, whichever Is me greater. 
provided mat the mwumum pressure base In measuring the gas under this lease shall not at any time exceed 14 65 pounds per square inch absolute, 
and me standard base temperature shall be sixty (60) degrees Fahrenheit, oorrecllOn to be made for pressure according to Boyle's Law, and lor speafic 
gravity according to testS made by me Balance Method or by me most approved method of testing be1ng used by the Industry at me orne of tesong 

(C) PROCESSED GAS. Royalty on any gas processed'" a gasoline plant or other plant for the recovery of gasoline or other liqu1d 
hydrocat1)()nS shall be__lli. ___ pan of me residue gas and me liquid hydrocarbons extracted or the market value thereof. at the opoon of the owner 
of the soot or me CommissiOner of the General Land Off.ce. All royalties due here1n shall be based on one hundred percent (100%) of me total plant 
prooucoon of residue gas attributable to gas produced from this tease, and on fifty percent (50%), or mat peroenteccnnng to Lessee, wn1chever is tne 
greater, of the total plant pro<Juctlon of liQuid hydrocarbons annbutable to lhe gas produced from thiS tease, provided that1f IIQutd hydrocarbons are 
recovered from gas processeo 111 a plant "' wnoCI'I Lessee (or liS parent. auOSidlaly or af!illate) owns an 1111erest. then the percentage apploeaOie to hqUid 
hydrocarbOns shan be fifty percent (~) or the hoghest pera~nt a=u1ng to a th1rd pany process1ng gas through sucn plant under a process1ng 
agreement negotiated at arm's length (or If !here IS no sucn lhlrd party, me highest pera!Ollhen betng speafied 111 processing agreementS or !Xlntraas "' 
the Industry), whichever IS the greater The respecuve royalties on residue gas and on liquid hydrocamons shall be determined by 1) the highest marl<el 
pnoe paid or offered for any gas (or liquid hydrocartlonS) of comparable quality 111 me general area. or 2) me gross pnce paid or offereo for sucn residue 
gas (or lhe weighted average gross selling pnoe for the respea.ve grades of hqold hydrocarbons), whichever IS the greater In no event. however, shall 
the royalties payable undef lhls paragraph De less than the royalbes wnich would have been due had tne gas not been processed 

(D) OTHER PRODUCTS. Royalty on carnon black, sulphur or any other products produced or manufactured from gas (excepong hquid 
hydrocarbons) whelher said gas be "casinghead." "dry," or any other gas. by frac:liOnating, burning or any olher processing shall be___!/,1 ___ pan of 
the gross production of such products, or me market value theraol, at the option of the owner of the SOli or me Cornm1ssioner of the General Land Office, 
sudl mar1<.e1 value to be determined as follows: 1) on tile basis of me h!Qhesl mar1<.et price of eadl product for me same month In Which sudl product IS 
produced, or 2) on the bas1s of me average gross sale price of each product for the same monlh in which sucn products are produced, whiChever 1s the 
greater 

5. MINIMUM ROYALlY. During any year after the expiration of the primary term of l/lis lease, If lhis lease Is maintained by productiOn, the 
royaltJes paid under this lease on no event shan be less then an amount equal to the total annual delay rental herem provided, otherWise, there shall be 
due and payable on or before the last day of the month suoc:eed1ng the anmversary date of this lease a sum equal to the total annual rental less tne 
amount of royalties paid dunng me preceding year If Paragraph 3 of this lease does not speofy a delay rental amount, then for the purposes of thos 
paragrapn, me delay rental amount shell be one dollar ($1 00) per IICI1! 

6. ROYALlY IN KIND. No1W1l/lstand1ng any other prov1slon 1n lllis lease, at any ume or from ume to ume. the owner of lhe so11 or the 
CommiSSioner of me General Land Office may, at the option of either. upon not less !han sixty (60) days nobCe to tne holder of the lease, requ1re l/lat the 
payment of any roy aloes aaruing to SUCh royalty ()Willi( under lhls lease be made 111 kind. The owner of me SOtrs or the CommiSSIOI>er of the General 
Land Office's nghtto taJ\e ns roya~y 1n kind ShaA not d mti\ISh or negate me owner of me SOil's or the CommiSSIOner ot the General Land Office's nghts 
or Lessee's obligauons, whelher exprass or ll'nphed, undef thiS lease 

1 1 

- . 
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7 NO DEDUCTIONS. Lessee agrees !hat all royathes accrutng under thoslease (rnduding those paid rn krnd) shall be without deduc:tJon for 
the cost of produong. galhenng. stonng. separatrng, treating. dehydrating, compressrng, processing, transporting, and othetwise makrng the or1. gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received. including any reimbursements 
for severance taxes and production related costs 

6 PlANT FUEL AND RECYCLED GAS No royalty shal be payable on any gas as may represent thrs tease's proportionate share of any fuel 
used to process gas produced hereunder rn any processing plant Notwithslsndtng any other provision of thos le-. and subfec1 to the written CIClMenl of 
the owner of the sort and the Commrssioner of the General Land Office. Lessee may recycle gas for gas 1111 purposes on the leased premrses or for 
injl!dton onto any oil or gas producing fonnatron undet1ying the leased premises after the loqotd hydrocatbons contained on the gas have been removed; 
no royaffres shall be payable on the recyded gas unhl h is produced and sold or used by Lessee in a manner whiCh entitles the royalty owners to a 
royalty under this lease 

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

Payment of royalty on production of on and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on ort 
rs due and must be recerved in the General Land Oftioe on or before the 5th day of the second month succeedrng the monlh 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 suoceeding the month of productron, 
accompanied by the affidavrt of the owner, manager or other authorized agent. completed in the form and manner presoibed by the General Land Office 
and slloNing the gross amount artd disposrtion of all oil and gas produced and the marl<et value of the oil artd gas, together with a oopy of all documents, 
records or repons confinntng the gross production. dispositlon and marl<et value Including gas meter readings, plpefine receipts, gas line receipts and 
other cl1ecks or memoranda of amount produced and put into pipelines. tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and marl<et value. In all cases the authority of a manager or agent 
to act for the Lessee hereon must be filed on the General Land Ol!ice. Each royalty payment shall be accompanied by a check stub. schedule, summary 
or other remittance advice showing by the assrgned General Land Oftioe lease number the amount of royalty berng paid on each lease. If Lessee pays 
hos royalty on or before lh•rty (30) days after the royalty payment was due, then l essee 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 S25.00 whichever Is greater. In addition 
to a penalty. royalties shall accrue rnterest at a rate of 12% per year. such interes1 wrll begon to accrue when the royalty Is sixty (60) days overdue. 
AffidaVIts and supporting documents which are not filed when due shall incur a penalty in an amount set by the General Land Office admrnlstratove rule 
whoch IS effecbve on the date when the affidavits or supporting documents were due The Lessee shall bear all responsrboloty for payrng or causong 
roy a lites to be paid as prescribed by the due date provided herein. Payment of the dehnquency penalty shall rn no way operate to prohibh the State's 
right of forfeitUre as provided by taw nor act to postpone the date on whiCh royahies were originally doe. The above penalty prov!srons shan not apply in 
cases of title dispute as to the State's portron of the royalty or to that portion of the royally on dispute as to fair marl<et value 

10 (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall annually furnrsh the Commlssroner of the General Lartd Office 
with rts best possible estrmate of oil and gas reserves urtdertying this lease or ailocllble to this lease and shan furniSh said Commissiorrer wi1h eopoes of 
all contracts under whiCh gas is sold or processed and all subseQuent agreements and amendments to such contracts with on thrrty (30) days after 
enteong into or mai<Jng such contrads. agreements or amendments. Such c:ootrads and ageements when received by the General Land Oflioe shan be 
held In confidence by the General l and Offioe unless otherwise authorized by Lessee. All other contracts artd records pertaining to the production. 
transpor1ab0n, sale and marl<ebng of the oil and gas produced on said premises, includong the books and aocounlll, receipts and discharges of an wells, 
tanks. pools, meters. and pipelines shall at all bmes be subject to Inspection end examination by the Commissioner of the General Land Office. the 
Attorney General, the Governor, or the representative of any of them. 

(8) PERMITS. DRILLING RECORDS Wnnen noboe of an operabons on thrs lease shaq be submitted to the CommiSSIOner of the General 
Lartd Office by Lessee or operator five (5) days before swd date. worl<over. I'IH!lltry, temporary abandonment or plug artd abandonment of any welt or 
wells Such wntten notK:e to the General Land Office shall Include copres of Rartroad Commissroo forms for appllc8tron to drill Coptes of well tests. 
completiOn repons and pluggrng reports shan be supplied to the General Land Office at the time they are ~led with the Texas Rarlroad Commrsston All 
apphcatrons, permrt.s, reports or other fiUngs that referenoe this lease or any SPecific wen on the leased premtses artd that are submrtted to the Texas 
Raotroad Commission or any other governmental agency shall include the word "State• ln the btle. Addi\Jonally, In BaXlltlance with Rarlroad Commrssron 
rules, any srgnage on the leased premrses for I he purpose of identifyrng wells. tank batteries or other aSSOCiated rmprovements to the land must also 
rndude the word · state." Lessee shan supply the General land Office with any records. memoranda. accounts. reports, cuttings and cores. or other 
informatron relative to the operation of the abov&-descnbed premises, which may be requested by the General land Office. In addrtlon to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-l1ole section, from the base of the surface casing to 
the total depth of wen. of all wens drilled on the above described premrses artd shall transmft a true copy of the tog of each survey on each well to the 
General Lartd Oftioe wilhin fifteen (15) days after the makrng of said survey. 

(C) PENAL TIES. Lessee Shal incur 9 penalty whenever reports, documents or other matenals are not ~led In the General Land Office when 
due. The penally for late filing shall be set by the General Lartd Office administnltille rule which i9 effective on the date when the materials were due in 
the Generallartd Office 

11 DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary term hereof and prior to doscovery artd 
production of ort or gas on said lartd, lessee should drill a dry hole or holes thereon, e< if dunng the p<imary term hereof artd after the doscovery artd 
actual production of oil or gas from the leased premises such production thereof should cease from any cause. this tease shall not tenninate ~on or 
before the expirat ion of stxty (60) days from date of completion of said dry hole or cessation of production lessee commences additional dnlllng or 
reworl<ing operatrons 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 
p<imary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned. or the production of oil or gas should cease for any cause. 
Lessee's rights shall remaon in full foroe artd eflect without further operatoons untol the exptration of the primary term; artd if Lessee has not resumed 
production rn paying quanbties at the expirahon of the primary term, lessee may maintaon thos lease by conducting additoonal drilhng or reworl<rng 
operations pursuant to Paragraph 13. usrng the elQ)Iration of the primary term as the date of cessation of produc:tJon 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 wrthrn the pnmary term hereof. Lessee may 
resume payment of the annual rental in the seme manner as provided herein on or before the rental paying dele following the expiration of srlC!y (60) 
days from the date of complebon of such shut-In oil or gas well and upon the faHure to make such payment. thiS lease Shall ipso facto terminate. If at the 
expiration of the pnmary term or any time thereafter a shut-in oil or gas welt is located on the leased premises, payments may be made in accordance 
with the shut-in provislorns hereof. 
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12 DRIWNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the el(Jliration of the plimaly term, neither 01111()( gas IS betng 
produced on said land, but lessee is !hen engaged in drilling Of reworl<lng operations thereon, thrs lease shaU remain in fon:e so long as operations on 
said well Of fOf dnlling Of rewonung of any additional wells are prosec:uted rn good faith and rn WOO<manlike manner without rnterrupiJOilS totaling more 
than sooy (60) days during any one such operation, and if they result rn the prodUCilon of oil and/Of gas, so long thereafter as oil and/Of gas is produced 
in paying quantities frOfn said land, Of payment of sh.--in oil or gas well royalties Of compensatocy royalties Is made as ptOvoded rn thrs lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after l/le expiration of the primary term, production of oil or gas from the leased 
premiSeS, after once obtained, should oease from any cause, !/lis lease shall not terminate If Lessee commences additional drilling Of rewortdng 
operations within sixty (60) days after such cessation, and this lease shall remarn in ful force and effect for so long as such operations continue rn good 
fahh and in wori<manlike manner without Interruptions totaling more than sixty (60) days. If such dnllrng Of reworking operations result in the production 
of oil Of gas. the lease shall remain In full fon:e and effect fOf so lOng as oil Of gas Is produced from l/le leased premises in paying quan!J!ies or payment 
of shut-in oil Of gas well royaltJes or payment of oompensatocy royalties Is made as provide<! herein Of as ptOVide<l by law. If the dnlhng or rewortong 
operations result rn the completJOn of a well as a dry hole, the lease will not terminate If the Lessee commences additional dnlhng or reworkrng 
operauons wr!hin sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effea so long as Lessee conunues dnllng or 
reworking operations in good fatlh and in a wori<manlii<e manner wnhout onterrupiK>nS tatafing more than SUCI'f (60) days. lessee sh8Jl grve wntten nooc:e 
to the General land Office wrthln lhltty (30) days of any cessation of producoon 

14. SHUT-lN ROYALTIES. FOfpurposes of this paragraph, ......._, means anywellllat has been assogned a well ntmbef by the state agency 
halllng jurisdoalon over lhe prodUCIJOn of oil and gas. If, at any IJme after 1he expV&tion of the pnmary term of a lease that. until being shut rn. was being 
ma1ntained In force and ellect. a well capable of producing od Of gas rn paying quantities is located on the leased premises. out 011 Of gas IS not belng 
produced for lack of surtable producuon faditlleS or lack of a suitable marl<e~ then lessell may pay as a shvt-in otl or gas royalty an amount equal to 
double the annual rental provided rn the lease, but not less than $1 ,200 a year for eac/1 well capaDie of producing oil or gas In paying quanutres. 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 ar:t11. To be effective, eac/1 inrtial shut-m oi or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to ptoduoe oil or gas frOfn the leased premises, or (3) 60 days after Lessee completes a drilling or reworxing operation rn accordance 
wrth the lease provisrons; Whicl1ever date is latest Such payment shall be made one-half ( 112) to the Commissioner of the General Land Office and one­
half (112) to the owner of the soil. If the shvt-in oil or gas royalty Is paid, the lease shall be considered to be a produclng lease and the payment shall 
extend the term of the lease for a penod of one year frOfn the end of the pnmary term. or frOfn lhB first day of the month follOWing the month rn Whtell 
production oeased, and, after l/la~ rf no suitable prodiJCIJon faalrues or surtable marl<et fOf the o~ Of gas exists, Lessee may extend l/le lease for four 
more sucx:eSSMl penods of one ( 1 ) year by paying the same amount each year on Of before the wcprratlon of each SlluHn year 

15. COMPENSATORY ROYALTIES. If, dunng the period the lease is kept in ellea by payment of the shut-in oil Of gas royalty, 011 Of gas rs 
sold and delivered rn payrng quantitieS from a weltocal!ld Within one thOusand ( 1,000) feet ot the leased premiSeS and oompleted on the same produong 
reservotr. Of rn any case rn whtell drarnage Is OCOJmng. the nght to conunue to ma1ntarn the lease by payrng the shut-in Otl ()(gas royalty Shall cease, out 
the lease shall remarn affactJve for the remainder of the year for whiell the royalty has been paid The lessee may maintain the lease tor four more 
sucoessllle years by Lessee paying compensatocy royalty at the royalty rate ptOVoded in the lease of the market value of ptodualon frOfn the well causing 
the dramage or whtelliS completed In the same produong reservoir and wrlhrn one thousand (1,000) feet of the leased premises The compensatory 
royalty rs to be paid monthly, one-half (112) 10 the CormuSSIOiler of the General land Office and one-half (112) to the owner of the SOli, beg1nnrng on Of 
before the last day of the month follOWing the month i'1 whtell the od Of gas IS produced frOfn the well causrng the drarnage or that IS completed In the 
same produong reservoir and located wrthin one thousand (1 ,000) feet of the leased premoses. If the compensatocy royalty paid rn any 12-month penod 
is an amount less than !he annual Shut·rn oil Of gas royalty, Lessee shall pay an amount equal to the drllerenoe wrthln thltty (30) days from the end of the 
12-month penod. COfnpensatory royalty payments WhiCh are not timely pard wrll accrue penalty and rnterest rn accordance wrth Paragraph g of thrs 
lease. None of these prov1sions wrll relieve Lessee of l/le Obligation of reasonable development nor the obligation to drill offset wells as provided rn 
Texas Natural Resources Code 52.173; however, at the determrnabon of the Commissioner, and wrth the Commrssroner's wntten aPptOVal, the payment 
of compensatory royalties can sausfy the Obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provrsion of this lease to the contrary, after a well producing or capable of producing 011 or 
gas has been completed on the leased premises, lessee shall exercise the diligence of a reasonably pr\ldent operatOf in dril6ng such additional well or 
wells as may be reasonably necessary for the ptoper development of the leased premises and rn rnarl<ellng the ptoductton thereon 

(A) VERTICAL In the event this lease is in force and efJaa two (2) years after the expiratJon date of the primary Of extended term 11 shall !hen 
termonate as to all of the leased prem~. EXCEPT (1) 40 acres surrounding eaCh 011 well capable of produong In payrng quanuties and 320 acres 
surrounding each gas weU capable of produong rn payrng quan!J!ies (rndudrng a shut-in 011 Of gas well as provided rn Paragraph 14 hereof), Of a we~ 
upon wniCh lessee is !hen engaged 1n conunuous dnD1ng ()( reworking operationS. Of (2) !he number of acres lllduded 1n a produong pooled unn 
pursuant to Texas Natural Resources Code 52 .. 151-52 .. 154, Of (3) such greater or lesser number of acres as may then be allocated for productiOn 
purposes to a prorauon unrt for each such producing wen under the rules and regulaoons of the Railroad Commtssron of Texas, or any successor 
agency, or other governmental authonty haVIng JUnsdicllOn. If at any time after the effectJve date of the partial terrn1naoon pteviSions hereof. the 
applicable field rulee are Changed Of the well or wells lOcated thereon are 111dassified so that le$S acreage IS thereafter allOcated to said well ()( wells for 
productoon purposes, this lease shan thereupon terminate as to all acreage not thereafter allocated to satd well or wells for production purposes. 
Notwithst.andrng the termination of this lease as to a ponion of the lands oovered hereby, Lessee shall nevertheless continue to have the nght of rngress 
to and egress from the lands still subject to this lease fOf all purposes desaibed in Paragraph 1 hereof, together with easentents and rights-<lf-way for 
existing roads, eJOSting pipelines and other exisong facilities on. over and across all the lands described in Paragrnph 1 hereof ("thB rel3ined lands'), for 
access to and from the retained lands and for the gathenng Of uansp()(tatlon of oil, gas and other minerals produced from the retarned lands 

(B) HORIZONTAL In the event this lease is in force and effect two (2) years after the exporauon date of the primary Of extended term rt shall 
further terminate as to all depths belOw 100 feet below the total depth dnlled (hereinafter "deeper depths") in each weU located on acreage retarned rn 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus ongrnaUy pard as oonsrderation fOf this lease (as specified on page 1 hereof). If such amount IS paid, !/Irs lease shall be tn force and effea as to 
sUCh deeper depths. and said terminauon shall be da'ayed for an add1tronal penod of two (2) years and so long thereafter as orl or gas 1S produced rn 
paY'"Q quanlllies frOfn sUCh deeper depths covered by this lease. 

(C) IDENTlFICATION AND FILING. The sur1aoe aaeage retained hereunder as to each weu shan, as neatly as prac:IIC81, be 1n the fOfm of a 
square With the well located 1n the oenter thereof, Of suCh other Shape as may be approved by the CommiSSioner of the General land Office. Withrn 
llllfty (30) oays after partial termination of thiS lease as orovoded herein, lessee shaU eJCeOJ!e and reoord a release Of releases contatnlnQ a sabSfactocy 
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legal desalptJon of the aaeage and/or depths not retaoned hereunder. The recotded release. or a certotied eopy or same. shall be filed on the General 
Land Office, accompanied by the filong fee prescribed by the General Land Office rules on effect on the date the release is filed. If Lessee faols or refuses 
to execute and record such release or releases wothin nonety (90) days after being requested to do so by the General Land Office. then the 
Commossooner at hos sole doscretion may designate by wnl1en Instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease Is loceted and on the official records of the General Land Office and such 
designatiOn shall be binding upon Lessee for al purposes. 

17. OFFSET WELLS. Ne~her the bonus, delay rentals nor royan~as paid, or to be paid, under this lease shall rel~eve Lessee of hos obhgabon 
to proted the ool and gas under the above-described land from being drained. Lessee, sublessee, recerver or other agent on control of the leased 
~ shaA drill as many wefts as the fadS may jusbfy and shaj) use appropriate means and driRto a depth necessary to prevent undue drainage of 
oil and gas lrom the leased premises. In addibon. If oil and/or gas should be produced on commercial quantities withon 1,000 reet of the leased premses, 
or in any case where the leased premises Is beong dramed by orodudlon of ool or gas. the Lessee. sublessee, receiver or other agent on control of the 
leased premoses shall In good farth begon the drillong of a well or wens upon the leased premises within 100 days after the draonong well or wells or the 
well or wells compleled withon 1,000 feet of the leased premises start producing In commercial quantities and shall proseo.rte such drillong with doligenoe. 
Faolure to satisfy the staMory offset oblogation may subject this Ieese and the owner or the solrs agency nghts to forfeiture. Only upon the detennination 
of the Commossooner of the General Land Office and with his written approval may the payment or compensatory royalty under applicable s1atutory 
parameters sabsfy the obligation to drill en offset well or wens required under this paragraph, 

18. FORCE MAJEURE. II, after a good faith effort, Lessee is prevented lrom complylrog with any exPress ()(Implied covenant of this lease. 
from conduding dnllong operations on the leased premises. or from produdng oil or gas from the leased premoses by reason of war, rebellion, riots, 
strikes. ects of God, or any valid ()(der, rule or regulation of govemrnent authority. then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; eddot10nally. this lease shall be 
extended whole Lessee Is prevented, by any such cause. lrom oonduding drilling and rewori<ong operations or lrom producing oil or gas from the leased 
premses However, nolh!ng tn this paragraph shaN suspend the payment of delay rentals in order to maintaon this tease in effect during the primary tenn 
in the abeence of such drilling or rewOO<ing operations or produdoon of oil or gas. 

19. WARRANIY CLAUSE. The owner of the soil warrants and agrees to defend tttle to the leased J)(emlses. If the owner of the soft defaults 
on payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soft on the leased premlSes by pa)'1ng any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the SOt1 under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entore undivided surface estate In the above 
descnbed land, whether or not Lessee's interest Is spedfied hereon, then the roya~ies and rental herein J)(Ovided to be paid to the owner of I he soil shall 
be paid to him In the proportion which his Interest bears to the entire undivided surface estate and the roya~JflS and rental herein provided to be paid to 
the Commossooner or the General Land Office of the State ofTexas shall be hkewise proportiOnately reduced. However, before Lessee aidtusts the 
roy any ()( rental due to the CommtSSIOiler of the General Land Office, Lessee or his authonzed representatrve must submrt to the CommissiOner or the 
Genentlland Office a wntten statement whiCh explains the doscrepancy be'-> the interest pu<portedly leased under thts lease aond the adUal onlerest 
owned by the owner of the soil. The Commossooner of the General Land Office shan be paid the value of the whole produdoon allocable to any undovlded 
interest oot covered by a lease, less the proportiOnate development and produdion cost alloceble to such undivided Interest However, in oo event shall 
the Cornmisstoner of the General Land Office receive as a royany on the gross production allocable to the undMded interest not leased an amoun11ess 
than the value of ~eenth (1/16) of such gross produdoon. 

(B) REDUCTION OF PAYMENTS. If, during the pnmary term, a portion of the land covered by thos lease os included withon the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soli In accordance with Natural Resources Code Sedooros 
52.151-52. 154, or if, at any time aner the exPiration of the primary term or the extended term. this lease covers a lesser number of acres than the total 
amount described herein. payments that ere m!lde on e per acre basis hereunder shall be reduced acoordong to the number of aO"eS pooled, released, 
surrendered, or otherwise severed, so that payments determoned on a per acre basos under the terms of this lease dunng the primary term shall be 
calculated based upon the number or acres outside the boundaries of e pooled unit. or, If after the expiration of the prrnary term, the number of acres 
adually retaoned aond ClOIIel!ld by lhos lease 

21 USE OF WATER. Lessee shall have the roght to use water J)(oduced on said land necessary for operallons under thos lease except water 
lrom wells or tanks of the owner of the soli; J)(OIIided. however, Lessee shan not use potable water or water SUitable lor lrvestod< Of IrrigatiOn purposes 
for watelllood operetoons without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
omprovements. tivestod< and aops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury i1s pipelines below pk:t.Y depth. 

24. WELL LOCA nON LIMIT. No ~M!!II shall be drilled nearer than two hundred (200) feet to any house or bam OON on said premises without 
the 'Millen consent of the owner of the soil. 

25. POLLUTION. In developtng thos area, Lessee shall use the hoghesl degree of care and aR proper safeguards to prevent pollutJon Wothoul 
limtllng lhe loregoong. pollutoon of c:oaslal wetlands, natural waterways. rivers and impounded water shall be prevented by the use of contaonrnent 
faolitles sul!ioenl to prevent spllage, seepage 0< ground water contammat10n In the event of pollutiOn, Lessee shall use an means at liS cftSPOSSI to 
recapture an escaoeid hydrocarbonS or other pollutant and shan be responsible for an damage to public and pnvate propertieS. Lessee shal build and 
maontaon fiances around its slush, sump, and draonage pots and tank battenes so as to orated lovestod< agaonst loss, damage or intury, and upon 
completiOn or abandonment of any well ()(wells, Lessee shall fill and level all slush pits and cenars and oomple1ely dean up the dntung s.te of all rubbish 
thereon Lessee shall, whole conducting operations on the leased premises, keep said premises free of all rubbish, cans. bottles, paper o..ops or garbage, 
and upo11 compleoon of operations shall restore the surface of the land to as near its original condition and contours as is J)(adicable Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to llm~ations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, induding the right to draw and remove casing, within one hundred twenty (120) days after the exporation or the 
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termmallOn of !his lease unless the owner of the sool grants Lessee an extension of this 120-day penod. However, Lessee may no1 remove casong from 
any well capable of produong oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until alter thirty (30) days wrinen 
notice to the Commissioner of the General Land Office and to the owner of the soil The owner of the soil shall become the owner of any machonery. 
fixtures, or casong wllid1 are not tomely removeo by Lessee under the terms of this paragraph 

'l7 (A) ASSIGNMENTS. Under the cooditions contained in this paragraph and Paragraph29 of lhls tease, the nghts 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 bindong upon their heirs, devisees, legal 
reprasenta~ves. successors and assigns. However, a e11ange or dovision in ownership of the land, rentals, or royallles will no1 enlarge the oblogaoons of 
Lessee, diminiSh the rights, privileges and estates of Lessee, impair the effedlveness of any payment made by Lessee or impaor the effecweness of any 
act performed by Lessee. And no change or dovision in ownership of the land. rentals, or royalties shall bind Lessee for any purpose unul thorty (30) days 
after the owner of the soil (or his heirs. devisees. legal representatives or assigns) furnishes the Lessee wtth satisfaaory wrinen evidence of the Cl1ange 
in ownershop, onduding the original recorded muniments of ~tie (or a certified copy of such ongonal) when the ownershop Cl1anged because of a 
conveyance. A total or partial assignment of th s tease shall, to the extent of the onterest assigned, relieve and doscharge Lessee of all subsequent 
oblogauons under this tease. tr this lease os assogned in ots entirety as to only part of the acreage, the right and option to pay rentals shall be apporuoned 
as between the several owners ratably, acc:ordong to the area of each, and faolure by one or more of !hem to pay hos share of the rental shall not affea 
this lease on the part of lhe land upon which pro rata rentals are timely paid or tendered; however. of the assignor or assignee does not file a ce~fied 
copy of such assignment m the General Land Office before the next rental payong date, the encore 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 oblogaoons. loabdrtoes. and penalties owed to the State by the 
onginallessee or any priof assognee of the tease, indudong any habihues to the State for unpaid royalues . 

(B) ASSIGNMENT UMITATION Nolwrthstanding any provision on Paragrapll27(a), of the owner of the sool aoquores this lease in whole or in 
part by 8SSIQMlent Without the pnor wnnen approval of the Convnlssooner of the General Land Office, this lease IS IIOOd as of the urne of assignrnerrt and 
the agency power of the owner may be forferted by the ComrnossJOner. An assognment wiU be treated as of ft were made to the owner of the soot of the 
assogneeiS' 

( 1) a norrunee of the owner of the soil, 
(2) a c:orporaoon or subsidiary on vihtch the owner of the soil is a pnnopal stockholdef or IS an emplOyee of SUCil a c:orporauon or SUOS!dlary; 
(3) a partnershtp on WhtCI1 the owner of the sal is a partner <X is an emplOyee of SUCil a partnerstup, 
( 4) a pnnopal stod<holder or employee of the c:orporaoon which IS the owner of the SOtl, 
(5) a partner or emplOyee in a partnership which os the owner of the sool, 
(6) a fiduciary for the owner of the soot, ondudrlQ but not limned to a guardian, trustee, executor, administrator, reoeover, or conservator lor the 
owner of the soot; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood. or adoptoon 

28. RELEASES. Under the condotoons contained In thos paragraph and Paragraph 29, Lessee may at any tome execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender thos lease as 
to such portion or portions, and be relieved of all subsequent oblogations as to aaeage surrendered. If any part of !his lease IS property surrendered. the 
delay rental due under thos lease Shall be reduced by the proporoon that the surrendered aaeage bears to the aaeage which was oovered by thos lease 
immedoately priof to such surrender, oowever, SUCil release Wll not reheve Lessee of any hablbues wnoch may have 8<XtiJed under thiS lease pnor to the 
surrender of suel1 aaeage 

29 FlUNG OF ASSIGNMENTS AND RELEASES. If aa or any part of this lease IS assogned or released, suel1 assognment or release rTIUSI be 
recorded in the county where the land IS situated, and the reoorded lnstnJment, or a copy of the recorded lnsii\Jment certified by the County Clerl\ of the 
county in whiCh the instrument is recorded, must be filed In the General Land Office w!ttun 90 days of the last execu~on date accompanied by the 
prescobed filing fee. If any suel1 assognmentos not so filed, the nghts acquired under this lease shall be subjea to forfe•ture at the optoon of the 
Commossioner of the General Land Office 

30. DISCLOSURE CLAUSE. AU provosions pertainong to the tease of the ebOve-<tescribed lend have been included In thos onstrument. 
lnduding the statement of the true consideratoon to be paid for the execution of this lease and the rights and dutoes of the parties. Any collateral 
agreements conceming the development of od and gas from the leased premoses wnoch are not oootaoned on thos lease render this lease invalid 

31 FIDUCIARY DUTY. The owner of the sod owes the State a fiduoary duty and must fully dlsdoee any facts affeaong the State's mtereSt in 
the leased premoses. When the onterests of the owner of the SOli confliCt wtlh those of lhe State, the owner of the SOII os oblogated to put tile State's 
onterests before hiS personal onterests 

32. FORFEITURE. If Lessee shal fa~ or refuse to make the payment of any sum within lhirty days after h becomes due, or if Lessee or an 
authorized agent should knowingly make any false retum or false report ooncemong productiOn or drilling, or if Lessee shall fall or refuse to dnll any 
offset well or wells on good faith as requored by law and the ruleS and regulatiOns adopted by the CornmiSSIOfler of the General Land Office, or of Lessee 
shOuld faolto file reportS in the manner required by law or fa~ to comply wtth rules and regulauons promulgated by the General Land Office, the SCI1oot 
Land Board. or the Railroad Commossion. or if Lessee should refuse the proper authonty acx:ess to the records partaoning to operauons. or of Lessee or 
an aulhonzed agent should knowingly fail or refuse to gove oorrect onformauon to the proper authonty, or knowingly fail or refuse to fumish lhe General 
Land Offoce a oorrea log of any well, or if Lessee shall knowongly violate any of the material provisoons of tills lease, or If thos lease Is assigned a no tne 
assognment is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeoture by the 
Commissioner, and he shall forfeit same wtlen sufficiently Informed of the facts which authorlze a forfeoture, and when forfe~ed the area shall agaon be 
subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be construed as waiving lhe automatoc termination or this 
lease by operation of law or by reason of any speaall.mitation ans1ng hereunder. Forfeitures may be set aside and this lease and an nghts thereunder 
reinstated before the nghts of another intervene upon satisfaaory eVIdence to the Corrmssioner 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 relauve hereto 

33 UEN. In accordance with Texas Natural Resources Code 52.136. the State shall have a first ben upon all oil and gas produced from the 
area covered by this lease to secure payment of aU unpaid roya~y and other sums of money that may become due under this lease. By aa:epcance of 
this lease. Lessee grants the State, in additiOn to the ien pt'OY1Cied by Texas Natural Resources Code 52136 and any Olher appliCable staMory ben, an 
express contractual hen on ano secunty interest on al leased monerals on and extracted from the leased premoses. aa proceeds wlloch may accrue to 
Lessee from the sale of such teased ITllnerals, whether such proceeds are held by Lessee or by a third party. and all lixlures on and mprovements to the 
leased premoses used in connectiOn wtth lhe prOduction or processong of suel11eased mineralS on order to secure the payment of all royaltieS or other 
amounts due or to become due under thos lease and to secure payment of any damages or loss thet Lessor may suffer by reason of Lessee's breael1 of 
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any covenant or cond1tion of this lease, whether express or 1mpl1ed. This lien and security interest may be foredased with or without court proceed1ngs 1n 
the manner proVIded in the Trtle 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. aHach or perfect th1s hen. Lessee hereby repnesents that there 
are no prior or superior ~liens arising from and relating to Lessee's adMties upon the aboviHlesctibed property or from Lessee's acquasition of this lease. 
Should the Commissioner at any lime determine that this representation is not true, then the Commissioner may dedare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty 1nterest of the owner of the soli under thiS lease with any other 
leasehold or mineral interest for the exploration, development and production of otl 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 poohng or umtizing of the interest of the State under this tease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the Inclusion of this provision In this tease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State ofT exas and the owner of the soil, their officers, employees, partners, 
agents. contractors. subcontractors. guests, invitees, and their respective successors and ass1Qns, of and from all and any adions and causes of actJon 
of every nature, or other harm, including environmental harm, for which recovery of damages Is sought, indud•ng. bul not romrted to. all losses and 
expenses which are caused by the adivibes of Lessee, its offioers, employees, and agents ansing out or. incidental to. or resulting from, the operations 
of or for Lessee on the leased premises hereunder. or that may arise out of or be occaSIOned by Lessee's breach of any of the terms or provisions of this 
Agreement. or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be hable for. exonerate, •ndemmfy, 
defend and hold harmless the State or Texas and the owner of the soil. their officers. employees and agents. their successors or assigns. against any 
and all claims. liabilrties. losses, damages, actions. personal injury (including death). costs and expenses. or other harm for wh1ch recovery of damages 
is sought, under any theory including tort. contract. or strict liability, includmg attorneys' lees and other legal expenses. inctud1ng those related to 
enwonmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all enwonmentallaws; those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those ansmg from Lessee's use of the 
surface or the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other ad or omiss1on of Lessee. its directors. officers, employees. partners, agents, contractors, subcontractors, guests, invitees. and the~r 
respective successors and assigns. Each assignee of this Agreement, or an lnterest theretn, agrees to be hable for, exonerate, indemnofy, defend and 
hold harmless the Stale of Texas and the owner of the SOil, their officers, employees, and agents 1n the same manner provided above 1n connection with 
the activities of Lessee. rts officers, employees, and agents as described above EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMN11Y OBLIGATlONS AND\OR UABILmES 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 LIABILI1Y, OR THE 
NEGLIGENCE OF ANY PAR1Y OR PARTlES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY). WHETHER SUCH NEGLIGENCE 
BE SOLE. JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee o.hall use the hlgh&.lt 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 
otMr eovironmental medium In, on, 0< under, the le8sed prem!Oles, by any waste, pollutant. or contaminant. l.esMe shall not lx1ng 0< permit to remain on 
the leased premises any asbestos containing materials, exploslvos, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazat00u5 substances (as the tenn ''Hazardous Substance" Is defined In the Compreh&nsive Environmental Response, Compensation and Uabillty Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), 0< toxic substances under any federal, o.tate, or local law or regulation f'HIUBrdous Materials1, except 
ordinary products commonly used In connection wtth oil and gas exploration and deYelopment ope<ations and stonldln the usual man.,.,. and quantftios. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND OEFENO THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES CURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WlTH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION ANO 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 Ad. and other applicable statutes and amendments thereto, and if any provision In this lease does not confonn to these 
o.talutes, the statutes will prev~~il 011er any nonconfomling lease provisions. 

38. EXECUTION. ThiS ool and gas lease must be signed and ackr><l\fol1edged by the Lessee before ~ 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 eft'eclive dale 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of I he 
County Cieri< in any county in which all or any part of the leased premises Is located, and certified copies thereof must be filed In the General Land 
Office. This lease is not effective unt1l 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 aocordanc:e with Texas Natural Resources Code 52.183. Add~ionally, this lease shall not be binding upon the State unless~ 
recites the actual and true consideration pa1d or prom•sed 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. 
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ADDENDUM PROVISIONS - #40 thru #41 

40 COmlNUOUS DEVELOPMENT. Mer the expirauon of the prmary term, and no1Withstand1ng par~mphs 16 (A) >~nd 16 (B) above and 
any other proVISion in this lease to the contrary, no portion ol uus lease wiU termtnate n Lessee continues to dril a wen (or welts) anywhere on the leased 
premises w1th no more than 180 days between the release of the dulling rig on one well and the commencement of actual driUong operatiOns on a 
subsequent weU (hereinafter referred to as •continuous drilbng"). Upon the cessatiOn of contJnuous dnll.ng this lease shaH termonate •n accordance wnh 
tile other relevant provisions herein. If, however, Lessee has filed With the Texas Raaroad CorrvniSSiOn, no later than 60 days pnor to the expltauon ol 
the sald 18<ktay period, all requis~e applications to dnllthe next well In the cont•nuous dnUong progtlllll, and Lessee is unable to proceed~ dnnong 
pending authorization by the Texas Railroad Corrvnissoo, then Lessee shall be allOwed such add~10nat tJme as may be reasonably necessary to obta•n 
the authorization and thereafter spud the subsequent wen. 

41. DELAY RENTALS. As stipulated in Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2"') and 
thirtl (3") years of the prmary tenn hereof. Lessee or ~s assigns shall have the nght to keep this tease In force and effect for the fourth (4") and fifth (5•) years of 
the primary tenn provided lor herein by tendering a payment of three hundred twenty f.ve dollars ($325 00) per net acre on or before December tO, 2010, 
as to any acre~e covered hereby and not olhet'WIS8 beong tna~ntaoned by any other proviSIOO here•n at such trne 

IN WITNESS WHEREOF, this instrument is executed on the date first above written . 

LESSEE 

PlNNACLE LAND SERVICES, INC . 

FIY:~~ ~U.A 
Title: PRESIDENT 

D• tr: Do· Co· Q.OO'§ 

LESSOR 

STATE OF TEXAS 

~w=MJ-
Indlvtduauy and as agent for the State of Texas 

Date: -;. I 2- 1 /z.t~tJi r 1 

f7 
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STATE OF TEXAS 

COUNTY OF ATASCOSA ) 

BEFORE ME, the undersigned authorrty, on thiS day personalty appeared CINDY G MERCER. known to me to be the person whose name Is 
subscribed to the lorego•ng Instruments as President of Pinnacle land Services. Inc. and acknowledged to me that she executed the same lor 
the purposes and consideration therein expressed, In the capacity stated. and as the act and deed of said corporation 

::l. MR1lC.II1 3Qo& 
Given under my hand and seal of olfoce this the~ day of Beeewbeo . 288f 

STATE OF ALABAMA 

COUNTY OF MOBILE 

BEFORE ME, the undersogned authoroty, on thiS day personalty appeared LOUISE CAMPBELL FORWARD COBB. known to me to be lhe 
person whose name is subsCtlbed to the foregoing instrument, and acknowledged to me that she executed the same lor the purposes and 
conslderabon therein expressed. 

Given under my hand and seal of offoce lhos I he .:;J,2~ay of~ h f.r ""'J' ;l OOJ' 

0 fl I" ElqJN Ueldl111, 2011 

... 
:'· 

,IL , ,. • 

--

flLE1_ 1_4_o_o __ _ 

"''" ~~MS!'~I }(FJ,; ..... Mi~:f.'IM\1 ""'' J}r .1>1 !:, !'~lfi.IJI.. 
Oil US£ Ill TH[ OESI'Jl!O(Il 01..11. PHOPli!IY P.I..CAUSf. Of COUJ• 
08 II~ IS IIMUO 4'10 UIII'NfORf.f.AAJ.( WIJli'R ff~ 
I.MI 

FILED FOR RECORD ON THE_ =-1 0=-TH= ___ OAY OF_...::AP.=..:R:.:.:I::..:L=-------- A· o. 2008 4 : 35 P . H. 

_nULLRECORDKD ~~6:.:TH:::...::.. ___ DAY OF ___ AP_ RI_ L ______ A.D. 2008 10:00 A . !of. 

8Yl)(1Ylt.L~A , DI!PUTY DIAN'Nl: 0 . FLOREZ . COUNTY CLP.RX 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and toregoing ts a lull, true and correct photographiC copy ot the 
ongtnal record now 10 my taw1ul custody and posseSSIOn, as lhe same ts 
litedlrecorded In the public records of my offtce, found tn VOL. 1.8.2_, 
PAGE .J..O._. THRU 1 8 . OPR 

$~" lherebycertlfiedon 04 / 21 / 2008 -

{:::~~"''DIANNE 0 . FLOREZ, COUNTY CLERK 
; ~7\ . . jREEVESCOU~~ 
\.1'~· . '.l$ ~ J •;t lj . t' 'k,~ BY A EPUTY 

,,_,_.~,-.... , .. ,~ -
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FILE#l399 

Genertl Lana Office 
Rellnqulahment Act Lease form 
Revlaea, September 1997 

~ustfn, ~exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 18th day of February, 2008, between the State of Texas, acting by and through its agent 

NELL HAUSE KAUFMANN of 4011 n. Hall Street ·a· Dallas Texas 75219 dealing in her sole and separate property, said agent herein referred 

to as the owner of the soil (whether one or more), and PINNACLE LAND SERVICES, INC .. P.O. BOX 991 PU .. ·.ASANfQN 1I0<AS 7!!064 

hen:innllcr called Lcs:;cc. 

1. GRANTING CLAUSE. For and on consideration of the amounts stated below and of the covenants and agreements to be paid. kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospectong and drithng for and produong ool and gas, laying pipe lines, buoldong tanks, storing oil and buoldong power 
stations, telephone lines and other structures thereon, to produce, save. take care of, treat and transport said products of the lease. the followong lands 
situated in REEVES County, State of Texas, to.wil 

Section 46, Abstraa 2472, Block 57, Public School Lands Survey. 

containing 640.00 aetes, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas; JWO THQUSAND EIG!1IY OOLL,ABS AND QQ/100 

($2,080.00) 

To the o.vnetS of the sot 1WO THQUSAND EIGHTY DOLLARS AND 00'100 

($2,080.00) 

Total bonus consideration of FOUR THQUSAND ONE HUNDRED SIXTY DOLLARS AND 00'100 

($4,160.00) 

The total bonus consideration paid represents a bonus 1!!0f'-!TH..!..!!:RosE~E..!:HlloUaN!.!.DI.!:R~E'-"D!...TW~E!i!N~TY!....!:.·£F~IVEcs.... _ _ _______________ _ 

Dollars ($325.00) per aae, on ~net aaes. 

2. TERM. Subjea to the other provisions in this lease, this lease shall be for a lei1TI of FIVE ears from 
this date (herein called "primary term") and as long thereafter as ool and gas, or eiither of them, is produced In paying quantities from said land As used 
in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commeraal use of the substance(s) 
COIIered exceed out or pocket operational expenses for the SIX months last past. 

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

unless on or before such anniversary date Lessee shal pay or tender to the owner of the soil or to his cred~ in the ------------

Bank, at PAY DIRECTLY TO THE OWNER OF THE SOIL 

or its sua:essors (which shall continue as the depository regardless of changes in the ownership of said land), the amount speafied below; "' addition 
Lessee shall pay or tendefto the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a ltke sum on 
or before said date. Payments under thos 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: 

_ ... 
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To the owner or the soot _ _,s..,e..,E,_,A"'D<!!D""E"'N"'D,.U,...M=II4='-------- - - - - ----------- -
0 ollars ($ ____ __) 

To !he State orTexas· 

Dollars ($ _ _ __ __) 

Total Delay Rental: ______________________________ _ 

Dollars($ -----.J 
In a hke manner end upon like payments or tenders annually, the commencement of a well may be further deferred for successove periods of one ( 1) 
year each dunng the pnmary term. All payments or tenders or rental to the owner or the soot may be made by Check or sight draft or Lessee. or any 
ass1gnee of this lease. and may be delovered on or before the rental paYing date If the bank desognated In th•s paragraph (or Its successor bank) should 
cease to ex1st. suspend bus1ness. liquidate. fall or be succeeded by another bank, or ror any reason fail or refuse to accept rental, Lessee shall not be 
held In default for failure to make such payments or tenders or rental until thirty (30) days after the owner or the soli shall deliver to Lessee a proper 
recordable instrument nam1ng another bank as agent to receive such payments or tenders 

4. PRODUCTION ROYALTIES. Upon produdion or 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 or the General Land OffiCe or the State of Texas. at Austin, Texas, and one-half (112) of such royalty to the 
owner of the soij· 

(A) OIL. Royally payable on oil, wh1ch is defined as includ1ng an hydrocarbons produced 1n a hquld form at the mouth or the well and also as 
all condensate, distillate, and other hquld hydrocarbons recovered !rom otl or gas run through a separator or other equ•pment, as hereinafter provided, 
shall be 114 part or the gross prodUd1on or the marl<et value thereof, all he option or the owner of the so11 or the Comm1Ss1oner or the General 
Land Office, such value to be determ•ned by 1) the highest posted price, plus prem1um, If any, offered or paid for 011, condensate, diSidlate. or other loquld 
hydrocarbons, respedovely, of a hke type and gravity In the general area where produced and when run. or 2) the hoghest marl<et pnce thereof offered or 
paid in the general area where produced and when run, or 3) the gross prooeeds or the sale thereof, whichever Is the greater. Lessee agrees that before 
any gas produced from the leased premises Is sold. used or processed •n a plant. h will be run free or cost to the royalty owners through an adequate o•l 
and gas separator of convent1011al type, or other equ•pment at least as efficient, so that allloquid hydrocarbons recoverable from I he gas by such means 
will be recovered. The requoremont that such gas be run through a separator or other equipment may be waived. in writing. by the royalty owners upon 
such terms and cond~ions as they presaibe 

(B) NON PROCESSED GAS. Royalty on any gas (includ•ng flared gas). whiCh is defined as all hydrocarbons and gaseous substances not 
defined as 0111n subparagraph (A) above, produced from any well on sa1d land (except as provided here•n woth respect to gas prooessed In a plant for 
I he extraction or gasoline. liquid hydrocarbons or other products) shall be~ __ par1 or I he gross production or the marl<et value thereof, al the 
option of the owner of the soil or the Comm•ssloner of the General Land Office. such value to be based on the hoghest marl<et price paid or offered for 
gas of comparable quahly In the general area where produced and when run, or the gross price pa•d or offered to the producer, whichever Is I he greater, 
provided thal lhe maximum pressure base in measuring the gas under th•s lease shall not at any ~me exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be s1xty (60) degrees Fahrenheit, correction to be made for pressure accord1ng to Boyle's Law. and for specific 
gravhy according to tests made by lhe Balance Method or by the most approved method of testing being used by !he Industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery or gasolfne or other liquid 
hydrocarbons shall be__1!1 __ pert of the residue gas and the liquid hydrocarbons eX1racted or the marl<et value thereof, at the option or the owner 
or the so1l or the Commossioner or the General Land Office All royaHies due here1n shall be based on one hundred percent ( 100%) of the total plant 
production or residue gas attributable to gas produced from th1s lease, and on fifty percent (50%), or that percent accruing to Lessee. wh1clhever IS the 
greater. of the total plant production or hqu1d hydrocarbons attnbutable to the gas produced from th1s tease. prov1ded that 1f liqutd hydrocarbons are 
recovered from gas processed In a plant 1n which Lessee (or Its parent, subsid1ary or affiliate) owns an Interest, then the percentage applicable to ltquid 
hydrocarbons shall be fifty percent (SO%) or the h•ghest percent accrumg to a third party process1ng gas through such plant under a process•ng 
agreement negotiated at amn's length (or if there Is no such lh1rd party. the hoghest percent then be1ng specified In prooess1ng agreements or contrads In 
the Industry), whiChever Is the greater The respect1ve royalties on residue gas and on hquld hydrocarbons shall be determ•ned by 1) the highest marl<et 
price paid or offered for any gas (or liquid hydrocarbons) or comparable quality In the general area. or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross sell•ng pnce ror the respedive grades of liquid hydrocarbons). wh•chever Is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than !he royalties which would have been due had the gas not been prooessed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting hquod 
hydrocarbons) whether said gas be "cas•nghead," "dry." or any other gas, by frac!ionat•ng. burning or any other processing shall be ___1M __ part or 
the gross production of such products. or the market value thereof, at the option or the owner or the sod or the Commissioner of tho General La rid Office, 
such market value to be determined as follows: 1) on the baSis or the hoghest marl<et price or each product for the same month '" wh1ch such product is 
produced, or 2) on the basis of the average gross sate price or each product for the same month In which such produds are produced: whichever is the 
greater. 

5 MINIMUM ROYALTY. During any year after the expiration of the primary term or l h1s lease. If lhts lease Is maintained by product•on, tho 
roy allies paid under th•s lease In no event shall be less !han an amount equal to the total annual delay rental here•n prOVIded, otherwose, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date or this lease a sum equal to the total annual rental less the 
amount or royalties pa1d dunng the preceding year If Paragraph 3 of this tease does not specify a delay rental amount, then ror the purposes or this 
oaragraph, the delay rental amount shaH be one dollar ($1.00) per acte 

s ROYALTY IN KIND. Notwithstanding any other provis1on In lh1s lease, at any time or from time to time. the owner of the so1l or the 
Comm•SSIOner of the General Land omce may, at the option of erther, upon not less than sixty (60) days notoce to the holder or the lease, requ•re that the 
payment of any royah•es accru1ng to such royalty owner under lh•s tease be made in kind. The owner or the so1rs or the CommiSSioner or the General 
Land Office's right to take its royalty In kind shall not dim1nish or negate the owner or the solrs or the Commissioner of the General Land Office's rights 
or Lessee's obligations. whether express or implied. under thiS lease. 

.. 
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7. NO DEDUCTIONS. Lessee agrees that all royalttes ac:ct111ng under thts lease (1ndud1ng those paid on kJnd) shall be Without dedUCIIon for 
the cost of producing, galheling, stonng, separating, treanng, dehydraUng, compresSing, procesSing. transporung, and otherwise making the oil, gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value recetved, indudtng any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shaU be payable on any gas as may represent this lease·s proport1003te share of any fuel 
used to process gas produced hereunder tn any processong plant. Notwithstanding any other provlsoon of thiS lease, and subject to the wntten consent of 
the owner of the soil and the Commissioner of the General Land Off tee, Lessee may recycle gas for gas hft purposes on the leased premtses or for 
injection 1nto any oa or gas produong formation under1ytng the leased pretmses alter the roqwd hydrocarbons contatned 1n the gas have been removed. 
no royalties shall be payable on the recycled gas unut 11 ts produced and sold or used by Lessee tn a manner whoeh enttlles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken In ktnd shall be paid to the Commtssioner of the General Land Offtee at 
Ausun, Texas, Ill the foiJooMng manner. 

Payment of royalty on prodUCIIOO of 011 and gas shall be as provided in the rules set f0f1h tn the Texas Regoster. Rules eutrenUy prOVIde that royalty on 011 
is due and must be re<lefVed tn the General Land Office on or before the 5th day of the second month succeeding the month of prodUCIIOn, and royalty 
on gas tS due and must be recerved 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 authonzed agent. completed in the form and manner prescribed by the General Land Office 
and shOWing the gross amount and dtsposition of all oil and gas produced and the market value of the oil and gas, together wtth a copy of all documents, 
records or reports confirming the gross production, disposition and market value tndudtng gas meter readtngs, pipeline recetpts. gas line recetpts and 
other Checks or memoranda of amount produced and put into pipelines, tanks, or pools arid gas lines or gas storage, and any other reports or records 
which the General La rid Office may require to verify the gross productoon, disposiuon arid market value. In all cases the authonty of a manager or agent 
to act for the Lessee herein must be filed in the General Larld Office. Each royalty payment shalt be accompamed by a check stub, schedule, summary 
or other rem1ttartee advtee shoWing by the assigned General Larld Office lease number the amount of royahy beong paid on each lease It Lessee pays 
hts royalty on or before thtrty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 525.00, whichever os 
greater. A royahy payment which ts over thirty (30) days late shall accrue a penalty of 10% of the roya"y due or $25 00 wh1chever IS greater In addttoon 
to a penally, royalhes shall accrue interest at a rate of 12% per year; such tntcrest wtll begtn to accrue when the royalty IS soxty (60) days overaue 
Affidavits and supporting documents which are not filed when due shalltncur a penalty in an amount set by the General Land Office adm•ntstrauve rule 
wh1ch 1s effective on the date when the affidavrts or supporung documents were due The Lessee shall bear an respons•bd1ty for payong or caus1ng 
royalties to be patd as prescnbed by the due date provided herelll. Payment of the defonquency penalty shan 1n no way operate to proh•bot the State's 
right of forle.ture as provided by taw nor aa to postpone the date on wh•ch royalues were ong1nally due The above penalty pr0\/1SI()(\S shaU not apply 111 

cases of hUe diSpute as to the State's portion of the royalty or to that poruon of the roya"y 1n diSPute as to fa•r marl<et value 

10. (A) RESERVES. CONTRACTS AND OTHER RECORDS Lessee shall annually fumtSh the Commtssioner of the General Land Offtee 
With ns best posstbte esumate of 011 arid gas reserves under1ytng thts lease or allocable to thts lease and shall fumtsh said Commtsstoner wtth coptes of 
all contracts under whteh gas Is sold or processed and all subsequent agreements arid amendments to such contracts wtthm thirty (30) days after 
entenng tnto or mal<Jng such contractS, agreements or amendments. Such contracts and agreements when recetved by the General Larld Office sha" be 
held In confidence by the General Larld Office unless otherwtse authonzed by Lessee. All other contracts arid records pertatning to the production, 
transportatiOn, sale and marketing of the oil and gas produced on said prermses, induding the books and accounts, recetpts and discharges of aW wells, 
tanks, pools, meters, arid pipehnes shall at all times be subject to inspect1on arid examinaoon by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representauve of any of them. 

(B) PERMITS. DRILLING RECORDS. Written notice of all operallons on this lease shall be submitted to the Commissioner of the General 
Larld Office by Lessee or operator five (5) days before spud date, wor1<over, re-enuy, temporary abandonment or plug and abandonment of any well or 
wens. Such written notice to the General Land Office shalt include copies of Railroad Commtssion forms for application to dnn. Cop1es of well tests, 
oomplebon repons and pluggtng repons shall be suppl1ed to the General Larld Office at the ume they are filed wtth tne Texas Radroao Comrmssoon All 
appticaborts, permrts. repons or other filings that reference thts lease or any speofte web on the leased premtses arid that are submitted to the Texas 
Railroad Commtsslon or any other governmental agency shal llldude the word "SSate• tn the tJIJe Addtbona ty. 111 accordance With Ra~road ComrTliSSIOO 
rules. any sognage on the leased premtses for the purpose of tdenbfyong wens. tank battenes or other assoaated m provements to tne land must also 
mctude the word "State • Lessee shaD supply the General Larld Office With any records, memoranda. accounts. reports, curungs and cores. or other 
informaoon retauve to the operation of the abov!Klescnbed premises, whtch may be requested by the General Land Office, on addnoon to those nerem 
expressly provided for. Lessee shall have an elec1ncal and/or rad10activny survey made on the bore-hole sectoon, from the base of the surface cas1ng to 
the total depth of well, of an wells drilled on the above described premoses and shall transmtt a uue copy of the tog of each survey on each wen to the 
General Larld Office Wllh1n fifteen (15) days after the making of said survey 

(C) PENAL TIES. Lessee snalt incur a penalty whenever reports, documents or other matenats are not filed 1n the General Land Office when 
due. The penalty for tate filing shall be set by the General Larld Office admtnostrafive rule whiCh IS effecuve on the date when the matenals were due on 
the General Larld Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and prior to discovery and 
proauctJon of odor gas on said larld, Lessee should drill a dry hole or holes thereon, or if dunng the pnmary term hereof arid after the discovery and 
actual production of otl or gas from the leased premises such production thereof should cease from any cause. th1s lease shalt not terminate tf on or 
before the exporat1on of sixty (60) days from date of completion of saKI dry hole or cessation of productoon Lessee commences additional onlhng or 
rewonung operaoons thereon. or pays or tenders the next annual delay rental In the same manner as provided in this lease. If, dunng the tast year of the 
pnmasy term or Wllhlll SIXty (60) days pnor thereto. a dry hole be ~leted and abandoned, or the proauctoon of oa or gas should cease for any cause, 
Lessee's nghts shaU remain in full force and effect wtthout further operattons unut the expirauon of the pnmary tenn, arid tf Lessee has not resumed 
production on pay1ng quan~ties at the expiration of the pnmary term, Lessee may matntatn th1S tease by conauctJng add1110na1 dnlhng or rewon~~ng 
operatiOns pursuant to Paragraph 13, using the expiratton of the primary term as the dare of cessaoon of production urlder Paragraph 13 ShOUIO tne ~rst 
well or any subsequent welt dnUed on the above described land be completed as a shut-In 011 or gas well wtthin the pnmary term hereof. Lessee may 
resume payment of the annual rental tn the same manner as provided heretn on or before the rental paytng date fotlowtng the expiration of stxty (60) 
days trom tne date of compleuon of such shut..n 011 or gas well and upon the !allure to make such payment, tntS tease snail 1pso faao termtnate II at the 
expiraoon of the pnmary term or any tJme thereafter a shut-in oil or gas well ts located on the leased premtses, payments may be made 1n accoroance 
wtlh the shut-on provisoons hereof 
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12 DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the e)(J)IratiOn of the pnmary lerm, neither 011 nor gas IS being 
produced on said land. but Lessee is then engaged in dnlhng or rewotlc•ng opera11ons thereon, th•s lease shall rema•n 1n force so long as opera lions on 
said well or for dnlhng or rew0<1<1ng of any addnional wells are prosecuted •n good farth and in W()(kmanhke manner without intemJptoons totaling more 
than s•xty (60) days during any one such operaiiOn, and if they result In the prodUCIJon of ool and/or gas, so long thereafter as ool and/or gas is produced 
1n paYing quantities from said land, or payment of shut-in 011 or gas well royalties or compensatory royalties os made as provided in thiS lease 

13 CESSATION, DRILLING, AND REWORKING If, after the exo~rat1on of the pnmary lerm. producuon of 011 or gas from the teased 
premises, after once obta1ned, should cease from any cause, thiS lease shall notlermmale If Lessee commences additional dnlllng or reworlung 
operahOI'"IS within sucty (60) days after such cessatiOn. and lhiS lease shall rema1n 1n fuQ force and effect for so long as such operat100s contonue in good 
farth and on workmanhke manner wrthout onteJTUptiOns totaling more than sixty (60) days. If such drill1ng or reworkong operatiOnS result in the productJon 
of ool or gas. the lease shall remain in full force and effect for so long as 011 or gas is produced from the leased premiSes 1n pay.ng quant•hes or payment 
of shut-In o•l or gas well royalties or paymenl of compcnsalory royalties Is made as provided hereon or as prov1ded by law II the dnlhng or reworking 
operations result1n the complellon of a well as a dry hole, the lease will not lermonate if lhe Lessee commences addiloonal drtlhng or reworkong 
operabons withon sixty (60) days aner lhe comptel100 of the well as a dry hole. and this lease shall rernatn in effect so long as Lessee conlonues drilhng or 
rewotlcong operaloons in good faoth and in a woil<manhke manner Without lntemJptlons tolailng more than stxty (60) days. Lessee shallgtve writ1en notice 
to the General Land Office within lhirty (30) days of any cessatiOn of producl!on 

14. SHUT-IN ROYALTIES. For purposes of lhiS paragraph, ''well" means anywelllhat has been assogned a well number by lhe stale agency 
haVIng JUnsdidton over the produdiOn of 011 and gas If, al any time after the explrauon of the pnmary lerm or a lease lhal unhl be•ng shut '"· was be1ng 
matnla•ned In force and effect, a well capable of produong 011 or gas in paytng quanllttes is located on lhe leased premiSes. but 011 or gas IS not betng 
produced for lack of SUitable production faolilies or lack of a SUitable mail<et. lhen Lessee may pay as a shul·m ool or gas royally an amount equal to 
double the annual rental provided in lhe lease. but not less than $1,200 a year for each well capable of producmg oil or gas in pay1ng quanhltes If 
Paragraph 3 of lhts lease does no1 specify a delay renlal amount. then for I he purposes of thos paragraph, the delay renlal amount shall be one dollar 
($1 .00) per acre. To be effedtve, each ln1hal ShU1~n ool or gas royalty musl be paid on or before: ( t) lhe exp~raiton of the pnmary term, (2) 60 days after 
lhc Lessee ceases to produce 011 or gas from lhe leased premiSeS, or (3) 60 days after Lessee completes a dnlhng or reworktng operatiOn on accordance 
with the lease proviSIOnS: whiChever dale IS lalest. Such paymenl shall be made one-half (112) to lhe CommissiOner of the General Land Office and one­
half ( 112) to the owner of the sod. If I he shut-In 011 or gas royalty IS paod, lhe lease shall be constdered to be a produong tease and the payment shall 
eX1end lhe term of lhe lease for a period of one year from lhe end of I he pnmary term, or rrom I he first day of the month followong lhe month In whiCh 
produdiOn ceased, and, after that, if no suolable produdiOn laolobes or suotable marl<et for the ool or gas eXIsts, Lessee may extend the lease for four 
more suocessrve periods of one (l) year by paying the same amount each year on or before the exptralion of each shut-in year 

15 COMPENSATORY ROYAL TIES If, dunng I he penod the lease IS kept In effect by payment of lhe shut-in ool or gas royally, 011 or gas IS 
sold and delivered in paytng quanblles from a wei located Wllhtn one thousand ( 1,000) feet of the leased premiSeS and completed In the same producing 
reservOir, or 1n any case in whiCh dratnage IS oocumng, lhe nght to conbnue to ma•nla•n the lease by pa)'lng the shut-in col or gas roya!ty shall cease. but 
the lease shan rema1n efledtve for the rema1nder of I he year for whiCh the royally has been paod The Lessee may maontaon the tease for lour more 
SliiOCeSSM! years by Lessee paytng compensatory royalty at the royalty rate orovlded In the lease of the market value of prodUd10n from the well causong 
the dratnage or which IS compleled in I he same producmg reservoor and wtlhin one thousand ( 1 ,000) feet of the leased premoses The compensatory 
royalty os to be paid monthly, one-half (112) lo lhe Commoss10ner of the General Land Office and one-half (112) to the owner of the sool, beg•nntng on or 
before the last day of the month follOWing lhe monlh In which the oi or gas IS produoed from the well caustng lhe dramage or lhat 15 completed In the 
same prodlJdng reservoor and located wrthon one thousand ( 1 ,000) feet of the leased premiSes If the compensatory royalty paod m any 12-month penod 
os an amount less than the annual shut-in ool or gas royalty, Lessee shall pay an amount equal to lhe drfference wtihtn thtrty (30) days from lhe end of the 
12-month penod Compensatory royalty payments which are nollmely patd wtll accrue penalty and Interest In accordanca wtlh Paragraph 9 of this 
lease None of these provostons will relieve Lessee of the oblogahon of reasonable development nor I he obligation to dnll offset wells as provided In 
Texas Natural Resources Code 52.173, however, at the determtnatJon of the Cornmisstoner, and With the Commissooner's wnt1en approval, the payment 
of compensatory royaltles can saMfy the obligahon to dnll offset wells 

16. RETAINED ACREAGE Notwithstanding any provisoon of lhos lease lo lhe conlrary, after a well producong or capable of producing 011 or 
gas has been completed on the leased premises. Lessee shall exerose the d1ligence of a reasonably prudent opera lor in dnlhng such add~ional wen or 
wells as may be reasonably necessary for lhe proper development of the leased premiSeS and on markeling the production thereon 

(A) VERTICAL In lhc eventlh1s lease is in force and effed two (2) years after lhe exporal10n date of lhe pnmary or eX1ended term rt shall lhen 
termtnale as to all of the leased prem•ses, EXCEPT ( 1) ~o acres surrounding each oil well capable of producing in paytng quanhues and 320 acres 
surroundong each gas well capable of producing in payong quantotoes (tncludong a shut-In ool or gas well as provided in Paragraph 14 hereof), or a well 
upon whtch Lessee IS then engaged In continuous dnlhng or rewoll<tng operallons, or (2) lhe number of acres oncluded In a produong pooled umt 
pursuant 10 Texas Natural Resources Code 52.151-52 154, or (3) such greater or lesser number of acres as may lhen be allocated for produdton 
purposes to a proralion unit for each such producmg well under lhe rules and regulahons of lhe Railroad Commtss•on of Texas, or any successor 
agency, or olher governmental aulhonty havtng jurisdlclton. If at any time after the effective dale of the parltal lermtnahon provistons hereof, the 
applicable field rules are changed or the well or wells localed thereon are reci3SS1fled so that less acreage is thereafter allocated to said well or wells for 
producbon purposes. !his lease shall thereupon lermtnate as to an acreage nol thereafter allocaled to satd well or wells for production purposes. 
Nolwllhslandtng the termtnahon of this lease as loa portion of I he lands covered hereby, Lessee shall nevertheless continue to have the nght of ingress 
to and egress from the lands sllll subjed to thos lease for all purposes described In Paragraph 1 hereof, togelher with easements and nghts-of-way for 
eXlSitng roads, exishng pipelines and other eXISting faclhtlcs on, over and across all the lands described in Paragraph 1 hereof ("the retained lands'), for 
eooess to and from the relatned lands and for the gathering or transportation of ol, gas end other minerals produced from the retatned lands. 

(B) HORIZONTAL In lhe event this lease Is In Ioree and effect two (2) years after lhe exp•ratoon dale of the pnmary or extended lerm ol shall 
further tenn1na1e as to all deplhs below 100 feet below the Ictal deplh dnlled (heretnal\er "deeper depthsi In each well localed on acreage retained 1n 
Paragraph 16 (A) above. unless on or before two (2) years after lhe pnmary or extended term Lessee pays an amount equal to one-half ( 112) of the 
bonus ongtnally paid as conslderatJon for this lease (as speofled on page 1 hereof) If such amount is paid, thos lease shall be 1n force and effect as lo 
such deeper depths, and saod termtnabon shall be delayed for an addttional period of two (2) years and so long !hereafter as oil or gas IS produced in 
paytng quanlitoes from such deeper depths covered by lh1s lease. 

(C) IDENTIFICATION AND FlUNG The surface acreage reta•ned heleunder as 10 each well shall, as nearty as practocaf, be 1n lhe form of a 
SQuare wrth the wen located In the center thereof, or such Olher shape as may be approved by the CommissiOner of the General Land Office. Wlth•n 
1h1rty (30) days aner partial termtnatiOn of lhiS lease as provided heretn, Lessee shall execute and record a release or releases conlatnong a satiSfactory 
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legal descnpbon or the acreage and/or depths not retamed hereunder. The l'llC()(ded release. or a certified copy or same, shall be filed on the General 
Land Office, a<XXI!Tlpanoed by the fiUng fee prescribed by the General Land Office ruleS 1n effea on tile date the release IS filed If Lessee fails or refuses 
to execute and record such release or releases w1th1n nmety (90) days after being requested to do so by tile General Land Office, then the 
CommiSSioner at h1s sole discretion may designate by wnnen Instrument tile acreage and/or depths to be released hereunder and record suCh 
Instrument at Lessee's expense 1n the county or counties where the lease IS located and 1n the offic.al records or 1he General Land Office and suCh 
des~gnation shall be bindir~g upon Lessee for all purposes. 

17 OFFSET WELLS. Neilher the bonus, delay remals nor roy allies paid, or to be paid, under th1s lease shall rel.eve Lessee of his obhgat1on 
to protea the oil and gas under the above-descnbed land from being drained Lessee, sublessee, rece1ver or other agent 10 control of the leased 
prem1ses shall dnll as many wells as the facts may justify and shall use appropnate means and dnll to a depth necessary to prevent undue dramage of 
oil and gas from the leased prem1ses. In add1h0n, H 011 and/or gas should be produced 1n commercial quant1t1es Within 1,000 feet of the leased prem1ses, 
or In any case where the leased premises is being drained by producuon of 011 or gas. the Lessee, sublessee, rece1ver or other agent 1n control of the 
leased prem•ses shall in good fa•th begin the dnlhng of a well or wells upon the leased prem1ses Within 100 days after the dra•nmg well or wells or the 
well or wells completed wnh1n 1 ,000 feet of the leased premises start producing In commeroal quan~ues and shall prosecute such dniUng with d•ligence. 
Failure to satisfy the statutory offset obligauon may subjea this lease and the owner of the s01rs agency nghts to forfe1ture. Only upon the detenn1nat1on 
of the CommiSSIOner of the General Land Office and W1thh1s wntten approval may the payment of compensatory royalty under applicable statutory 
parameters sabsfy the obl~gauon to drill an offset well rx wells reqwed under this paragraph. 

1a FORCE MAJEURE. If, after a good failh effort, Lessee os prevented from complyong With any express or mphed covenant of ttus tease, 
from conduding dnlfing operat1ons on the leased prem1ses, or from produong ool or gas from the leased premoses by reason of war, rebellion, nots, 
stn'kes, acts of God. or any valod order. rule or regulation of government authonly, lhen While so prevented, Lessee's obl~gauon to 0011'4>ly With such 
covenant shall be suspended and Lessee shall not be Uable for damages for 13Jiure to comply With suCh covenants; add•hOnally. th1s lease shall be 
extended wh1le Lessee is prevented, by any such cause, from conducting dnlhng and rew011<1ng operabCIOS or from producing 011 or gas from the leased 
prem1ses. However, nothing 1n this paragraph shall suspend the payment of delay rentals 1n order to mainta•n this lease In effea dunng the primary tenn 
in the absence of such dnlling or reworlting opera~ons or produetoon of 011 or gas 

19 WARRANTY CLAUSE. The owner of the sod warrants and agrees to defend title to the leased prem•ses. If the owner of the soot defaults 
1n payments owed on the leased premises, then Lessee may redeem the nghts of I he owner of the soil on the teased prem•ses by pay1ng any mortgage, 
taxes or other l.ens on the leased premises. If Lessee makes payments on behalf c.f the owner of the soil under tn1s paragraph, Lessee may re<:ovcr the 
cost of these payments from the rental and royalties due the OWIJer of the s01! 

20 (A) PROPORTIONATE REDUCTION CLAUSE If the owner of the SOli owns less than the enure und1v1ded surface estate 1n the above 
descnbed land, whether or not Lessee's interest 1s specified here1n, then the royalties and rental here1n prov1ded to be pa1d to the owner of the SOli shall 
be paid to h1m 1n the propon1on whlellh1s Interest bears to the ent1re undMded surface estate and the royalties and rental here1n prOVIded to be paid to 
the Cornm1ssioner of the General Land Office of the State of Texas shall be llkew1se proportionately reduced However, before Lessee ad1usts the 
royalty or rental due to the Commissioner of the General Land Office. Lessee or h1s authonzed representative must submot to the Comm1ss10ner of the 
General Land Office a written statement WhiCh explains the d1screpancy between the Interest purportedly leased unaer th•s lease and the actual Interest 
owned by the owner of the 9011 The ConvniSSioner of the General Land Office Shall be paid the value of the whole productoon allocable to any undrvoded 
Interest not covered by a lease, less the proporoonate development and prodUCIJon cost allocable to such undrvlded Interest However. 1n no event shall 
the Comm1ssooner of the General Land Office reoerve as a royalty on the gross production allocable to the undMded 1nteres1 not leased an amount less 
than the value of one-sixleentll (1116) of such gross produet100 

(B) REDUCTION OF PAYMENTS If, dunng the pnmary term, a portJOn of the land covered by ll11s lease IS 1ndUded Within the boundanes 
of a pooled unn that has been approved by the Sellool Land Board and the owner of the sod in accordance With Natural Resources Code SectiOns 
52.151-52 154, or rf, at any trne after the explfauon of the pnmary tenn or the extended tenn, thiS lease covers a lesser number of acres than the total 
amount described heretn, payments that are made on a per acre basiS hereunder shall be reduced accord•ng to the number of acres pooled, released. 
surrendered, or OtheiWise severed, so that payments determ1ned on a per acre bas1s under the terms ol th1s lease dunng the prmary term shall be 
calculated based upon the number of acres outside the boundanes of a pooled unit, or, 1f after the exp1rauon of the pnmary term, the number of acres 
actually retained and covered by this lease 

21 USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operatiOns under thiS lease except water 
from wells or tanks of the owner of the soil; prov1ded, however. Lessee shall not use potable water or water su1table tor livestOCk or 1rngation purposes 
for waterflood operauons Without the prior consent of the owner of the SOli. 

22 AUTHORIZED DAMAGES. Lessee shall pay lhe owner of the soli for damages caused by •ts operat1ons to all personal property, 
improvements, tivestock and crops on said land 

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

24 WELL LOCA nON LIMIT. No well Shall be dolled nearer than two hundred (200) feet to any house or bam now on sa1d prem1ses Without 
the written consent of the owner of the soil 

25 POLLUTION In developing this area, Lessee Shall use the highest degree of care and au proper safeguards to prevent pollution WIIIIOUt 
lrnrung the foregoong, poltut•on or coastal weUands, natural waterways, nvers and 1mpounded water shall be prevented by the use of conta•nment 
faoflues suffiCient to prevent spoilage, seepage or ground water contam1naoon. In the event of pollut•on. Lessee shall use all means at ns d•sposal to 
recapture all escaped hydrocarbons or other pollutant and shall be respons1ble for all damage to pubhc and povate properties Lessee shall bu110 a no 
mamtam fences around its slush, sump, and dra•nage pits and tank battenes so as to protecl livestock against loss, damage or '"Jury, ano upon 
completJon or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the dnllong sne or au rubbiSh 
thereon. Lessee shall, While conduding operatiOOs on the leased premiSeS, keep saod prernoses free of all rubbish, cans, bottles, paper cups or gal't)age. 
and upon compleoon of operauons shall restore \he surface of lhe land to as near its ong•nal cond1t1on and contours as 1s pract•cable Tanks and 
eqUipment Will be kept painteo and presentable. 

26 REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph, Lessee shall have the nght to remove machinery and fixtures placed 
by Lessee on the leased premises. including the right to draw and remove casing, Within one hundred twenty ( 120) days after the e~plfation or the 
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termtnahon of th•s lease unless the awner of the soot grants Lessee an e><tenston of thiS 120-day penod. However. Lessee may not remove caSing from 
any well capable of produong 041 and gas tn pay1ng quanbhes Addthonally, Lessee may not draw and remove castng until after thirty (30) days wntten 
notice to the Comm•sstoner of the General Land Office and to the owner of the soli The owner of the soil shall become the owner or any machinery, 
fi><tures. or cas1ng whiCh are not tmely removed by Lessee under the terms olthis paragraph 

27 (A) ASSIGNMENTS. Under the COnditiOns contained In thiS paragraph and Paragraph 29 ol thts lease. the nghts and estates ol etther 
party to th1s tease may be assogned, in whole or In parL and the prOVISIOns of this lease shall e><tend to and be btndtng upon thelf hetrs. devJSOeS. legal 
representatiVes, successors and aSSJQns. However. a change or dMsoon tn ownershtp ol the land. rentals. or royalties Will not enlarge the obligatiOns of 
Lessee, dm•rnsh the nghts. pnvileges and estates of Lessee. ompalf the effectJveneSS or any payment made by Lessee or 1mpa1r the effectiVeness of any 
acl performed by Lessee. And no change or dMSIOn 1n ownersh<p of the land, rentals, or royaltiCS shall bind Lessee for any purpose until thirty (30) days 
after the owner of the SOli (or hiS heirs, deVIseCS, legal represenlawes or ass'9ns) furniShes the Lessee with salts factory wntten evidence of the change 
In ownerahtp, tncludtng the ongtnal recorded muntmenls of hlle (or a cer11fred COPY of such onginal) when the ownershtp changed because of a 
conveyance A total or part•al assognment of thiS lease shall. to the extent of the Interest assogned. rer10ve and d•scharge Lessee of all subsequent 
oblogahons under this lease If thiS lease IS assogned in I1S en~rety as to only part of the acreage. the nght and optiOn to pay rentals shaG be apportJoned 
as between the several owners ratably. according to the area or each. and la~ure by Of1C or more olthem to pay his share ol the rental shal not alfed 
thiS tease on the part ol the land upon whiCh pro rata renta:s are tomely patd or tendered. however 11 the assognor or assoonee dOteS not fte a cet1Jiied 
copy of such assognment ., the Gene<al land Office before the nel<t rental paytng da:e. the enbre lease shal term01ate lor laMure to pay the enbre rental 
due under Paragraoh 3 Every C~SS~gnee shaD succeed to a I nghts and be subfed to an oblogatJOns kabtl~ICS. and pena~·es owed to the State by the 
ong•nallessee or any ooor assognee of the tease. ondud•ng any ~abt'•tiCS to the State lor unpaod royalties 

(8) ASSIGNMENT UMITA noN NO!Withstand•ng any prOVISIOn '" Paragraph 27(a). of the owner of the SOli acqUifes thiS lease on w11o1o or In 
part by assogrvnent Without the pnor wntten approval ol the CommiSSIOner of the General Land Office. thiS lease IS VOid as of the t•me ol assognment and 
the agency power of the owner may be lorferted by the CommissiOner An aSSignment Will be treated as tl ft were made to the owner of the &041tf the 
assignee IS 

( 1) a nommee of the owner of the soot: 
(2) a corporalton or subsidtary In which the owner of the soil Is a principal stockholder or is an employee of such a corporation or subsidiary, 
(3)a partnershtp In which the owner of the soli Is a partner or Is an employee of such a partnershtp; 
(4) a principal stockholder or employee of the corporation which Is tho owner of the soil; 
(5) a partner or employee in a partnership whtch Is tho owner ol the SOtl, 
(6) a fiduaary for the owner of the soil; Including but not fim~ed to a guardian, trustee. executor. adminiStrator, receiver, or conservator tor the 
owner of the sot!; or 
(7) a famtly member of the owner of the SOli or related to the owner of the soil by mamage, blood. or adoptiOn 

28. RELEASES Under the condthons conta•ned In this paragraph and Paragraph 29. Lessee may at any t•me execu1e and deliVer to lhe 
owner of the sod and place of record a release or releases covenng any portion or porttOnS of the leased premtSeS. and thereby surrender thzs lease as 
to such portion or portions, and be relieved of al subsequent oblogabons as to IO"eage surrendered If any part of thiS lease s prope11y SU'Tendered. the 
delay rental due under thiS lease shal be reduced by the proportiOn that the surrendered acreage bears to the acreage which was COIIered by thzs lease 
mmed18lely pnor to such surrender; however. such release Wll not relieve Lessee of any liabo'11CS whiCh may have accrued under thos lease pnor to the 
sooender ol such acreage 

29 FILING OF ASSIGNMENTS AND RELEASES If all or any part of ths lease os aSSJQned or re'eased. such assogrvncnt or release must be 
recorded '" the county Where the land IS s•tuated. and the recorded nsti\JIT'ICnl or a copy ol the recorded InStrument certified by the County Cte111 of the 
county 1n whiCh the tnstrument is recorded, must be filed 1n the General Land Office wtthm 90 days of the last executoon date accompamed by the 
prescnbed filing fee tf any such asstgnment Is not so filed. the nghts acqwed under this lease shall be subJect to forfeiture at the option of the 
CommiSSioner of the General Land Office 

30 DISCLOSURE CLAUSE All provtstons pertatmng to the lease of the above-descnbed land have been tncluded In thts Instrument. 
tncludtng the statement of the true consoderahon to be paid for the exoculton of thts tease and the nghts and duttes olthe part•es Any collateral 
agreements concerning the development of cot and gas from the leased premises which are not contained In this lease render thiS lease onvaltd 

31 . FIDUCIARY DUTY. The owner of the soil owos the State a fiduoary duty and must fully dtsdose any fads affCdtng the State's Interest In 
the teased premtses. When the 1nterests ollhe owner of the soli confliCt With those oil he State, the owner of the soil Is obligated to put the State's 
Interests before hiS personal Interests. 

32 FORFEITURE If Lessee shall fa•l or refuse to make the payment or any sum Wlth•n lhtrty days after It becomes due, or,, Lessee or an 
authonzed agent should knOWingly make any false retum or lalse report concemtng production or dnlling. or If Lessee shall fail or refuse to drill eny 
offset well or welts 1n good fatth as requtred by law and the rules and regulations adopted by the CommtSSIOner of the General Land Office, or tf Lessee 
should fa•llo me reports 1n the manner reqUired by law or latl lo comply With rules and regulations promulgated by the General Land Off1011. the School 
Land Board, or the Ra~road CommtSStOn, or il Lessee should roluse the praper authonty access to the reco<ds pertatn•ng to operations. or 11 Lessee or 
an authorized agent should knOWingly fatl or refuse to giVe corrCd 1nformat1on to the proper authonty, or knOWingly latl or refuse to fum•sh the General 
Land Office a corrCd log of any weU. or if Lessee shall knOWingly violate any of the matenal prOVISIOnS of thiS lease. or 1f lh•s lease tS assogned end the 
assognment ,, not filed In the General Land Office as reqUired by law. the nghts aCQulfed under thiS lease shall be subj(!c:t to forfetture by the 
Cornmisslonef, and he sha1 forfeit same when sutfiaently 111formed of the facts wl1lch authorize a forte~ure. and when forfe,led lhe area sha, aga n be 
subjed to lease under the terms of the RelinqUIShment Ad However, noth•ng hereon shall be construed as waMng the automate termonatoon of thiS 
lease by operatiOn of law or by reason of any speoalllmtatoon ans•ng hereunder Fort011ures may be set aside and thiS tease and al nghts thereunder 
retnstated before the nghts of another ontervene upon sa\Jslactory CVIdenoe to the ConvniSsooner of the General Land Office olluture compliance W!lh 
the provlslons of the law and of thiS lease and the rules and regutallOilS !hal may be adopted retauve hereto 

33 LIEN In acx:ordancewith Texas Natural Resources Code 52 136. the State shaU have a first hen upon al 011 and gas produced lrom the 
area covered by thiS lease to secure payment of an unpaid royalty and other sums of money that may become due under thtS lease By aoceotanoe of 
thts lease. Lessee grants the State. '"addt~ to the toen prOVIded by Texas Natural Resources Code 52136 and any other aophcablo staMory hen. an 
express contractual hen on and security onterest 1n allleasod m•nerals in and el<traded from I he leased premoses, all proceeds whiCh may accrue to 
Lessee lrom the sale of such leased mtnerats. whether such proceeds are held by Lessee or by a thtrd party. and all fixtures on and Improvements to the 
leased premises used In connedton with the production or prooessmg of such leased mtnerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 

Tn .... d 
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any covenant or condition of this lease, whether express or lmploed. Th1s flt!n ana seamty Interest may be foreclosed With or WithOut court proceedings 111 
the manner proVIded 1n the TiUe 1, Chap. 9 of the Texas Business and Commerce Code Lessee agrees that the Cornm1ssloner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, anach or perfea this lien. Lessee hereby represents that there 
are no pnor or supenor liens arising from and relating to Lessee's actJVhlt!s upon the abov~SCilbed properly or from Lessee's aoquisitJon of this lease 
Should the CommiSSIOiler at any tn1e determine that this representation Is not true, then the Cornmiss1011er may declare thiS lease forfeited as proVIded 
herein. 

34 POOLING Lessee os hereby granted the nght to pool or UlllllZe the royalty interest of the owner of the SOil under this lease With any other 
leasehOld or m1neral onterest lor the exploration, developMent and produellon of 011 or gas or erther of them upon the same terms as shalt be approved 
by the School Land Board and the Commissioner of the General Land Off.ce for the pooling or unrtrzing of the onterest of the State under thos lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the so11 agrees that the inclusron of this provrsoon In thrs lease sat1sfies the 
execution requirements stated in Texas Natural Resources Code 52.152 

35 INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, the1r officers, employees, partners, 
agents, contrsaors, subconttactors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of acbon 
of every nature, or other harm, 1ndud1ng environmental narm, for which recovery of damages is sought, lnduding, but not hm1ted to, all losses and 
expenses whiCh are caused by the activities of Lessee. rts officers, employees, and agents arising out of, loodentalto, 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 prcMSions of thiS 
Agreement, or by any other negllgenl or stricUy liable ad or om1sSlon of Lessee Further. Lessee hereby agrees to be hable for. exonerate. lndemnrfy • 
defend and tlold harmless the State or Texas and lhe owner of the sod, their officers, employees and agents. their successors or assigns, aga1nst any 
and au daims, habititles. losses, damages. ac;oons. personal InJury (indud1ng death), costs and expenses, or other harm for which recovery or damages 
is sought. under any theory onclud1ng torL contract. or strict fiab1hty, ondud1ng attorneys' lees and otner legal expenses, rnclud1og t11ose related to 
environmental hazards, on t11e leased premises or 1n any way related to lessee's fadure to comply woth any and all envoronmentallaws. those ans1ng 
from or 1n any way related to Lessee's operauons or any other or Lessee's actJVities on the leased prem1ses, those ans1ng from Lessee's use of the 
surface of the teased premises, and those that may anse out of or be occaSIOiled by Lessee's breach or any of the terms or provosrons of thrs Agreement 
or any other act or omoss1on of Lessee, 1ts directors, officers, employees, panners, agents, contractors, subcontractors, guests, invotees, ana 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 ana the owner of the soi, their offocers, employees, and agents on the same manner provided above in connea1on Wllh 
the activibes of Lessee, us officers, employees. and agents as described above EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBUGAllONS ANO\OR UABILillES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOlJT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARllES (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 reasooabte safeguards to prevent contamination or 
pollution of any environmental modlum, Including soli, surface waters, groundwater, sodlmonts, and surf'aco or subsurface strata, ambient air or any 
Olher onvironmeotal medium in, on, or under, the leased premises, by any was to, pollvtan~ or contamlnanL Lessee shall not bring or permk to remain on 
the leased pnlftllsas any asbestos containing matetlats, oxpiOSives, toxic materials, or substances regulated as hazardous wastes, hazardous matotlals, 
hazardous substances (as the torm "Hazardous Sub5tance"ls defined In the Comprehensive Environmental Response, Compensation and Uablloty AC1 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local taw or regulation ("Hazardous Materials'), oxcept 
ordinary products commonly used In connection with oil and gas exploration and doveloprnont operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND 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 SUSPEC TED 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 1S issued under the provosroos ofTexas Natural Resources COde 52 171 through 52.190, commonly 
known as the ReUnqurshrnent Act. and other applrcable statutes and amendments thereto, and if any prOVIsion 1n this lease does not conform to these 
statutes. the statutes WIU prevail over any nonconforming lease prcMsions 

38. EXEClJTION. This oil and gas lease must be SlQned and acknowledged by the Lessee before It IS filed or record 10 tne county records and 
111 the General Land Office of the Stale of Texas Once the fihng requirements found 10 Paragraph 39 of thiS lease have been satrsfied, the effeCIJve date 
or thiS lease shaU be the date found on Page 1. 

39 LEASE FILING. Pursuant to Chapter 9 of the Texas Bus•ness and Commerce Code. tnos lease must be filed of record 1n the office of the 
County Clerll in any county in which all or any pan of the leased prem1ses IS located, and certified copoes thereof must be filed on the General Land 
Office. This lease is not effective unut a certified copy of this lease (which IS made and certified by the County Clerk from his records) ls filed In the 
General Land Office in accordance with Texas Natural Resources Code 52 183 Add1!1onally, this lease shall not be bind1ng upon the State unless 11 
reCites the actual and true consideration paid or promised for executiOn of th1s lease. The bonus due the State and the prescr1bed fihng lee shall 
accompany such certifoed copy to the General Land Office.. 

_ ... 
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ADDENDUM PROVISIONS - #40 thru #41 

40, CONTINUOUS DEVELOPMENT. After the expiration of the primary term. and notwithstanding paragraphs 16 (A) and 16 (B) above and 
any other provision In this lease to the contrary. no port<>n of this lease will terminate ff lessee continues to drill a well (or wells) anyw!>ere on the leased 
premises with no more than 180 days between the release of the drilling rig on one well and tho commencement of actual dnlhng operations on a 
subseque11t wen (hereonafter referred to as "contonuous drilhngj. Upon the cessation of continuous drilling thos lease shall termonate on accordance with 
the other relevant provisions hereon. II, however. Lessee has filed with the Texas Raolroad CorM'IISSoon. no later than 60 days pnor to the exporatoon of 
the saod 180-day period, an requos~e applications to drill the next well in the continuous drillong program, and Lesse<~ is unable to proceed with drining 
pendong authorization by the Texas Ra~road CommissJOn, then Lessee shaD be aDowed such additional time as may be reasonably necessary to obtain 
the authorization and thereafter spud the subsequent wen . 

41. DELAY RENTALS. As stJpulated In Paragraph #3 or thts lease, the rentals lor this tease have been PAID-UP lor the second (2"') and 
third (3"') years of the primary term hereof. Lesse<~ or ~s assogns shall have the nght to keep thos lease on Ioree and elled lor the fourth (4") and fifth (5") years of 
the primary term provided for herein by tendenng a payment of three hundred twenty rove dol ars ($325.00) per net acre on or before February 18. 2011 , as 
to any acreage covered hereby and not otherwise being maintained by any other provision herein at such time. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written . 

LESSEE 

PINNACLE LAND SERVICES, INC. 

Title: PRESIDENT 

Date: Z • Z C. · (25/ 

LESSOR 

STATE OF TEXAS 

Individually and as agen for the State o 

Date: Q 8' 
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STATE OF TEXAS 

COUNTY OF ATASCOSA ) 

BEFORE ME, the unders.gned autnonty, on thrs day personally appeared CINDY G MERCER, known to me to be the person Whose name rs 
sub$cribecl to the fOfegoong onstruments as President or Pinnacle Land Servoces, Inc and acknOWledged to me that she executed the same for 
the purposes and consideration therein expressed, In the capacity stated, and as the act and deed of said corporation 

'\t ~h F"cb>-ut~ry f "'"" 
Given under my hand and seal of offoce this the ..dJ,.t.._ day or~. 20ot . 

STATE OF TEXAS 

COUNTY OF DALLAS 

MElJSSA C. BOWEH 
MY COMMISSION EXPIRES 
~19, 2011 

unders.gned authorny, on thos day personally appeared NELL HAUSE KAUFMANN, known to me to be tne person whose 
name Is su c to the foregoing onstrumem, and S,ck!'owledged to me that she executed the same for the purposes and consoderallon 
thereon ex oe sed 

1
., V 

Given u r my hand and seal of office thos L day of February. 2008 

EfREN DE JESUS 
Ncllary f'IJI!k 

STAT£ Of lfXAS 
My Cartn.bp.NcMmloo 28, 20011 

----

FTLE#--'1:::.:3~9~9 __ 

--

- ......- -
""" 1'1(\:f!l.ll;>.t!~t'• V."''i~~ ·~ ·' t • .ft .~t..•;"'o1tol&.. 
Ofl U$£ 111 TH£ I>ESCRil!Eu nw l'lllll'fllrt Utt;AuSt. tJ cow• 
Otl i!AC£ IS 111'/Al.IO .\110 UHOifl»!CfABI£ U.W.R fflftAl 
1M 

FILED FOR RECORD OH DIE. __ 1_0TB ___ DAY OF __ AP_R_IT_~ ______ A.D. 
200

84:35 P. 
- . _ ____ M. 

DULY RECORDED. 0~ ljTR 
•if~ R. 

DAY OF AP Ril. 

, DEPUTY 

A.D . 2008 10:00 A.M. 

DIANNE 0 . FLOREZ, COUNTY Cl.EIU( 
REEVES COUNTY , , TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego1ng is a full, 1rue and correcl pholograph1c copy of lhe 
orig1nal record now m my lawful cuslody and possess1on, as lhe same IS 
hied/recorded 1n the pubh1jel;ords of my offiCe, found 1n VOL 1.89_., 
PAGE _().: , THRU ':1 OPR 

~.j~'& lherebycenJ11edon °4 / 21/ 2008 _ 

r: ~~4 ~_:··f£\ DIANNE 0. FLOREZ, COU. NTY CLERK 

\ /'i7\ . ~R~ESCOUNT't, 
~~v~ ':;»'it BY Q A/ DEPUTY 
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ElLE#lO~------------------------------------------------------------~ 

Cener1l Land Orflee 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin, ~exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered into this 1st day or January. 2008, between the State or Texas, acting by and through rts agent WILLIAM E 
RUSS or 1201 LOUISIANA, SUITE 3350. HOUSTQN TEXAS 77002 said agent herein referred to as the owner or the soil (whether one or more). and 
PINNACLE LAND SERVICES INC .. P.O BOX 991. PJ..EASANTQN. TEXAS 78061. hereinafter called Lessee. 

1. GRANTING CLAUSE. For and In consideration or lhe amounts stated below and or lhe covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State or Texas acting by and through the owner or the soil. hereby grants, leases and lets unto Lessee. lor 
the sole and only purpose or prospecting and drimng lor and producing oil and gas, laying pipe lines, building tanks. storing oil and building power 
stations. telephOne hnes and other structures thereon, to produce, save, take care or, treat and transport said products or the lease, the loiJooNing lands 
situated 10 Bf.M2_County, State orTexas, to-w~t 

Sedion 46, Abstract 24n , Block 57, Public School Lands Survey. 

containing 640.00 acres, more or less The bonus consideration paid lor th1s lease IS as follows· 

To the State of Texas· TWO THOUSAND EIGHTY DOLLARS ANP 001100 

($2,080.00) 

To the O'NI'le<S or the SOil JWQ THOUSAND EIGHJY DOLLARS AND 001100 

($2,080.00) 

Total bonus consideration or FOUR THOUSAND ONE HUNDRED SIXJY DOLLARS AND 001100 

($4,160.00) 

The total bonus COOSideration paid represents a bonus ,.olwTH.1..!1..:R""'E,..E..wH""U""N"'D,_,RE..,OO<...J.JWEu..,_,NTY.!....!..:-_,F!VE.u..o~---------------­
Dollars ($325.00) per acre. on~ net acres 

2 TERM. Subject to the other prOIIisiOns in this lease, this lease shall be lor a term or FIVE years rrom 
this date (herein called "primary termj and as long thereafter as oil and gas, or e1ther or lhem. is produced in paying quan1rt1es !rom said land As used 
'" this lease, the term "produced in paying quant1ties" means that the receipts !rom the sale or other authorized commetdal use or the substance(s) 
covered exceed out ol pocket operational expenses for the six months last past 

3 DELAY RENTALS. tr no well is commenced on the leased premtses on orbelore one (1) year lrom thiS date, thiS lease shaU terminate. 

unless on or before such anniversary date Lessee shah pay or tender to the owner or the SOli or to his ae<frt in the-----------­

Bank. at PAY DIRECTLY TO THE QVI!NER OF THE SOIL 
or its sucoessors (which shall continue as the deposHory regardless or changes In the ownership or said land), the amount speofied below; in addition 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN. TEXAS, a fike sum on 
or be lore said date. Payments under this paragraph shall operate as a rental and shall cover the privilege or deferring the commencement or a well lor 
one (1) year lrom said date. Payments under this paragraph shall be in the following amounts· 

I 
1 
l 

1 rut~ end COYrbct 
copy of 

0 ·1ginal filed in 
Reeves County 

Clerks Office 
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To~~o~~~. ---S~E~E~A~D~D~E~N~O~U~M~~~1 ________________________________________ __ 

Dollars (S ________ ___) 

To~ State of Texas 

Dollars (S ________ __, 

Total Delay Rental.-----------------------------
Ootlars (S _ ________ ..J 

In a like manner and upon like payments or tenders annually, the commencement of a weU may be fu~r deferred for sllCCeSSlVe periods of one (1) 
year each during ~ primary term. AU payments or tenders of rental to the owner of ~ sod may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before ~ rental pa)'lng date. If~ bank designated In thiS paragraph (or i1s suocessor bank) should 
cease to exis~ suspend business, liQuidate, faa or be succeeded by another bank, or for any reason fad or refuse to accept rental, Lessee shall not be 
held in defaun for failure to make such payments or tenders of rental until thirty (30) days after the owner of ~ soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES Upon production of 011 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~ General land Office of~ State ofTexas, at AustJn, Texas, and one-half (112) of such royalty to~ 
owner of the soi: 

(A) OIL Royalty payable on 011, 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 o~r liquid hydrocarbons recovered from oil or gas run through a separator or other equipment as hereinafter provided, 
shall be 1/4 part of~ gross produelion or~ maiXet value thereof, at~ option of the owner of the sod or~ Commissioner of~ General 
Land Office, such value to be determined by 1) the highest posted pnce, plus premum, If any, offered or paid for oi, condensate, diSIJIIate, or~ liquid 
hydrocalbons, respedively, of a like type and gravity in ~general area where produced and when run, or 2) ~ highest market pnce thereof offered or 
paid in ~general area where produced and when run. or 3) ~ gross proceeds of~ sale ~reof, v.nichever IS the greater. Lessee agrees that before 
any gas produced from ~ leased premiSe$ IS sold. used or processed 1n a plant ~ .....;u be run free of cost to the royalty owners through an adequate oil 
and gas separator of conventional type, or other equtpment at least as effiaen~ so that an 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 (lnduding ftared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above. produced from any well on said land (except as provided herein Wllh resped to gas processed In a plant lor 
the extraction of gasoline, liquid hydrocarbons or other products) shaU be__!M ___ part of the gross production or the maiXet value thereof, at the 
option or the owner of the soil or the Commissioner of the General Land Office. such value to be based on the highest maiXet price paid or offered for 
gas of comparable quafrty Ill the general area where produced and when run, or~ gross pnce paid or offered to~ producer, whichever is the greater, 
provided that~ maximum pressure base 1n measunng the gas under this tease ShaU not at any tJme exceed 14 65 pounds per square tnch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenhert, cooectJon to be made for pressure according to Boyle's Law, and for specific 
gravrty aOCOfding to tests made by the Balance Method or by the most approved method of tesbng be1ng used by~ Industry at~ lime of tesllng 

(C) PROCESSED GAS Royalty on any gas processed 1n a gasoltne plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the maiXet value thereof, at the optJon of~ owner 
of the soU or the Commissioner of the General Land Offtce. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attnbutable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whiChever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed in a plant In which Lessee (or its parent. subsidiary or affiliate) owns an lnteres~ 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 speofled 1n processing agreements or contracts in 
the industry), whichever is the greater. The respec:twe royalties on residue gas and on f!Quid hydrocarbons shall be determined by 1) the highest maiXet 
price paid or offered for any gas (or liquid hydrocarbons) of comparable qualrty in the general area, or 2) ~ gross pnce paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whiChever Is the greater. ln no even~ 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, bum1ng or any other processlllQ shaJ be~ __ part of 
~gross produelion of such products, or the maiXet value thereof, at~ optiOil of~ owner of the SOil or the CommiSSIOnef of~ General Land Office, 
such market value to be determined as follows: 1) on the basis of~ 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 pnce of each product lor the same month 1n which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY Dunng any year after the exptrabon of~ prvnary term of thiS lease, 1f thiS tease IS ma1nt.atned by productiOn, ~ 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental here1n prOIIided; 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 aMual rental less the 
amount or royaltles paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shatl be one dollar ($1 00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other prov1sion 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 e1ther, 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 501rs or the CommiSSioner of the General 
Land Office's right to take ~royalty In kind shall not diminish or negate the owner of the soirs or the Convnissioner of the Genera.! Land Office's rights 
or Lessee's obligations, whether express or Implied, under this lease. 
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7. NO DEDUCTIONS. Lessee agrees that all royalties accrUing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

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

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

Payment of royalty on production of oil and gas shall be as provided In the rules set forth In the Texas Register. Rules currently provide that royalty on oil 
is due and must be received In the General Land Office on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas is due and must be received In the General Land Office on or before the 15th day of the second month succeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by the General land Office 
and showing the gross amount and disposition of all oil and gas produced and lhe market value of the oil and gas. together with a copy of all documents, 
records or reports confirming the gross production, disposition and marl<et value induding gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General land Office may requins 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 showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due. then Lessee owes a penalty of 5% on the royalty or S25.00, whichever is 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by the General land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due. The lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein, Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeijure as prOVIded by law nor act to postpone the date on which royalties wens originally due. The above penalty prov15ions shall not apply in 
cases of t~le dispute as to the State's portion or the royalty or to that portion of the royally In dispute as to fair market value . 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with ~ best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agnsements or amendments. Such contracts and agnsements when received by the General land Office shall be 
held In confidence by the General land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marl<eting of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of an 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 lo the Commissioner of the General 
land Office by Lessee or operator fJve (5) days before spud date. workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General land Office shall indude 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 ans filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall indude the word "State" in the title. Add~ionally, in accordance with RaRroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
indude the word "State: Lessee shall supply the General Land Office WJth any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the abov!Hiescribed premises, which may be requested by the General land Office, In addition to those herein 
expressly provided for. Lessee shall have an electncal and/or radioactivijy survey made on the bore-hole section, firom the base of the surface casing to 
the total depth of well, or all wells drilled on the above described premises and shall transm~ a true copy or the log or each survey on each well to the 
General land Office within fifteen (15) days after the making of said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or If during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon. or pays or tenders the next annual delay rental in lhe same manner as provided in this lease. If, during the last year or the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintalrt this lease by conducting additional drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the pnmary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut~n oil or gas well Within the primary term hereof, lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental pay1ng date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failuns to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance 
with the shut·in provisions hereof 
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12 DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neijher oil nor gas is being 
produoed on said land, but Lessee is then engaged in drilling or rewollling operations thereon, this lease shall remain in force so long as operations on 
said well or for drilling or rewor1dng of any additional wells are prosecuted in good faith and in worl<manlike manner without Interruptions totaHng more 
than sixty (60) days dunng any one such operation, and if they resu~ In the prodUCIIOO 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 od or gas well royalties or compensatory royalties is made as prOIIIded 1n thiS lease 

13 CESSATION, DRILLING, AND REWORKING. If, after the exp1ration of the primary term, production of oil or gas from the leased 
premises, after once obtamed, should cease from any cause, th1s lease shall not termmale if Lessee commences addi!Jonal drilling or reworl\ing 
operations wtthin sixty (60) days aner such cessation, and this lease shaU remam in fuU force and effect for so long as such operations continue in good 
faith and In wor1<manlike manner without interruptions totaHng more than sixty (60) days. If such dril11ng or rewor1\lng operations resu~ in the prodUdion 
of oil or gas, the lease shaU remain in full force and effect for so long as oil or gas IS produced from the leased prellllses 1n pa)'lng quantities or payment 
of shut-in oil or gas well royalbes or payment of compensatory royalties is made as provided here1n or as provided by law. If the dnlhng or rewotlong 
operations result in the completiOn of a well as a dry hole, the lease will not terminate if the Lessee commences additional dnlllng or rewor1\1ng 
operations within sixty (60) days after the completion of the wen as a dry hole, and this lease shall rema1n in effect so long as Lessee contilues dnlling or 
reworking operatioriS 1n good faith and In a worl\manlike manner Without lnterrupbons totaHng more than sixty (60) days. Lessee shall give wntten notice 
to the General Land Office within thirty (30) days of any cessation of production 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "weir' 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 llme after the expiration of the primary term of a lease that, unM being shut in, was being 
maintained In force and effect, a well capable of produdng oil or gas in pa)'lng quantities is located on the leased premises, but oil or gas is not being 
produoed for lack of suitable production fadhties or lack of a suitable marl\et, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1,200 a year for each well capable of produCing oil or gas in paying quanllties. If 
Paragraph 3 of this lease does not spedfy a delay rental amount, then for the purposes of thiS paragraph, the delay rental amount shaH be one dollar 
($1 .00) per acre. To be effectiVe, each Initial shut-in 011 orgas royalty must be paid on or before {1) the expirabon of the pnmary term, (2) 60 days after 
the Lessee ceases to produce 011 or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworl\ing operation in aooordance 
with the lease provisions; whichever date is latest Such payment shall be made one-half (112) to the CommissiOner of the General Land Office and one­
half (112) to the owner of the soli. If the shut-in 011 or gas royalty IS paid, the lease shall be considered to be a produang lease and the payment shall 
extend the term of the tease for a period of one year from the end of the pnmary term, or from the first day of the month follOWing the month In which 
productiOn ceased, and, after thaL if no surtable productiOn facilrbes or su1table marl\et for the oil or gas eJOSts, Lessee may extend the lease for four 
more successiVe periods of one (1) year by pa)'lng the same amount each year on or before the eJCpll'abon of each shut-in year 

15. COMPENSATORY ROYAL TIES. If, dunng the penod the lease 1s kept in effect by payment of the shut-In oil or gas royalty, 011 or gas IS 
sold and delivered in paying quantities from a well located within one thousand (1,000) feet of the leased premises and completed in the same producing 
reservoir, or In any case In which drainage Is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may mainta1n the lease for four more 
su<X:eSSive years by Lessee pay1ng 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 reservo1r and Within one thousand (1,000) feet of the leased premiSes. The compensatory 
royalty IS to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the dramage or that is completed in the 
same producing reseMlfr and located withlll one thousand (1,000) feet of the leased premiSes. If the compensatory royalty paid 10 any 12-month period 
Is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference Within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely pa1d will accrue penalty and interest In accordance With Paragraph g of lh1s 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligabon to dnll offset wells as provided in 
Texas Natural Resouroes Code 52 173; hcmevef, at the determinabon of the Commissioner, and With the Commissioner's written approval, the payment 
of CXliTlpensatory royalbes can satisfy the obligation to dnll offset wells 

16. RETAINED ACREAGE. NotWithstanding any proVISion of thiS tease to the contrary, aner a well prodUCing or capable of produang od or 
gas has been completed on the leased prem1ses, Lessee shall exerdse the d1ligence of a reasonably prudent operator in drit6ng such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marl\eting the production thereon 

(A) VERTICAL In the event this lease Is on force and effect two (2) years after the expiration date of the pnmary or extended term ~ shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surroundong each oil well capable of producing In paying quantities and 320 acres 
surrounding each gas well capable of produdng In pay1ng quanbt1es (1nclud1ng a shut-in oil or gas well as provided In Paragraph 14 hereof), or a well 
upon which Lessee ls then engaged in conbnuous drill1ng or reworking operabons, or (2) the number of acres Included in a producing pooled unit 
pursuant to Texas Natural Resouroes Code 52 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority hav1ng jurisdiction. If at any t1me after the effective date of the partial termination provisions hereof, the 
applicable fMlld rules are changed or the well or wells located thereon are reclassified so that less acreage IS thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said wen or wells for production purposes. 
Notwithstand'lnQthe termination of this lease as to a portion of the lands covered hereby, Lessee shaU nevertheless continue to have the right of ingress 
to and egress from the lands sUit subject to thts lease for all purposes desa1bed m Paragraph 1 hereof, together With easements and nghts-ol-way for 
existing roads, existing pipelines and other exisbng facihtles on, aver and across al the lands desaibed in Paragraph 1 hereof ("the retained lands' ), for 
aa:ess to and from the retained lands and for the gathering or transportation of ol, gas and other llllnerals produced from the retained lands. 

(B) HORIZONTAL In the event this lease IS In force and effect two (2) years after the expiration date of the primary or extended term it shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter ' deeper depths' ) in each well located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus oliglnally paid as consideration for this lease (as spedrl8d on page 1 hereof). If such amount is paid, this lease shall be 1n force and effect as to 
such deeper depths, and said termination shall be delayed for an addotional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by th1s lease 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a 
square with the well located In the center thereof, or such other shape as may be approved by the Cornmiss1oner of the General Land Office Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a sabsfactory 
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legal description of the acreage and/or depths not retained hereunder. The recorded release. or a certified copy of same. shall be filed in the General 
Land Office, acoompanied by the filing fee prescribed by the General Land OffiCe rules in effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals nor royalties paid, or to be paid, under this lease shall refteve Lessee of his obligation 
to protect the oil and gas under the abovEKlescribed land from being drained. Lessee, sublessee, receiver or other agent In control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of on or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good fa~h begin the drilling of a well or wells upon the leased premiSes within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quant~ and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soirs agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph . 

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

19. WARRANTY CLAUSE.~I'Of.the soil werrent~ee3-to defend title-to-the-leaied-pferni&e$. If the owner of the soil defautls 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soU . 

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

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

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

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

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam naw on said premises without 
the written consent of the owner of the soil. 

25. POLLUnON. In developing this area, Lessee shall use the highest degree or care and all proper safeguards to prevent pollution. Without 
llmitlng the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented by the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at ~ disposal to 
recapture all escaped hydrocarbons or other polutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely clean up the drilling s~e of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as Is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to fimitations 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 
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tennination of tlus lease unless the owner of the soil grants Lessee an extensKlll of this 12<klay peood However, Lessee may not remove casing !rom 
any wen capable of produong oil and gas In pa)'lng quantities AddlllOnany, Lessee may not draw and remove casing unti after thirty (30) days wntten 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the sot1 shaU become the owner of any machinery, 
fixtures, or casing which are not tmely removed by Lessee under the tenns of t1us paragraph 

'ZT. (A) ASSIGNMENTS Under the COnditions contained In this paragraph and Paragraph 29 of this lease. the righiS 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 royanies will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by lessee. And no change or division in ownership of the land, rentals. or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees. legal representatives or assigns) fumishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest ass1Qned, relieve and discharge Lessee of an subsequent 
obrJQations under this lease. If this lease is assigned in its enbrety as to only part of the acreage, the right and opbon to pay rentals shan be apportioned 
as between the several owners ratably, according to the area of each, and faWure by one or more of them to pay his share of the rental shaD not affect 
this lease on the part of the land upon which pro rata rentals are bmely paid or tendered, however, if the assJQnor or assJQnee does not file a certified 
copy of such assigMlef'lt in the General Land Office before the next rental pa)'lng date, the enbre lease shaD temunate for faiure to pay the enble rental 
due under Paragraph 3. Every assignee shaU succeed to an nghts and be subject to all obiJQations, liabUrtles, and penalbes owed to the State by the 
orig1nallessee or any pnor assignee of the lease, including any liabthhes to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), If the owner of the soil acquires th1s lease In whole or in 
part by assignment without the pnor wntten approval of the Commissioner of the General Land Office, this lease is void as of the tme of assignment and 
the agency power of the owner may be forfe1ted by the Commissioner. An assignment will be treated as if R 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 pnnopal stockholder or is an employee of such a corporatiOn or subsidiary, 
(3) a partnershiP 1n which the owner of the soil is a partner or IS an employee of such a pat1nersh1p, 
(4) a principal stockholder or employee of the corporation whiCh 1s the owner of the soil, 
(5) a partner or employee 1n a partnership which is the owner of the SOtt: 
(6) a fiduoary for the owner of the sod, 1nclud1ng but not tmlled to a guard1an, trustee. executor, adminiStrator, receiVer, or conservator for the 
owner of the soil, or 
(7) a fam1ly member of the owner of the soil or related to the owner of the soil by mamage, blood. or adopbon . 

28. RELEASES. Under the cond1tions contained in tih1s paragraph and Paragraph 2g, Lessee may at any lime execute and deliver to the 
owner of the soil and place of record a release or releases covering any portJon or portions of the leased premrses, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any pat1 of thiS lease is property surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered aaeage bears to the acreage which was covered by this lease 
immediately prior to such surrender, however, such release will not relieve Lessee or any liabilities which may have accrued under this lease prior to the 
surrender of such acreage 

29 FlUNG OF ASSIGNMENTS AND RELEASES If all or any part of thiS lease IS assigned or released, such assJQnrnent or release must be 
recorded In the county where the land Is srtuated, and the recorded lllStn.ment. or a copy of the recorded Instrument certified by the County Clerk of the 
county In whiCh the instrument is recorded, must be filed in the General Land Office Within 90 days of the last exeeuhon date accompanied by the 
prescribed filing fee. If any such ass1gnment1s not so filed, the nghts acquired under thiS lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office 

30. DISCLOSURE CLAUSE. All provis1ons perta~ning to the lease of the above-described land have been Included In this Instrument. 
Including the statement of the true considerallon to be paid for the execution or this lease and the rights and duties of the parbes. Any collateral 
agreements concerning the development of oil and gas !rom the leased prem1ses which are not contall1ed in this lease render thiS lease Invalid. 

31. FIDUCIARY DUTY The owner or the son owes the State a fiduciary duty and must fully d1sclose any facts affecbng the State's 1nterest in 
the leased premises. When the interests of the owner of the so1l conflict w.th 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 shallfaU or refuse to make the payment or any sum Within th1rty days aRer ~ becomes due, or ~ Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fad 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 or the General Land Office, or if Lessee 
should tail to file reports in the manner required by law or fa1l to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Comrnlssloo, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fall or refuse to give correct 111fonnation to the proper authonty, or knOWingly fail or refuse to furnish the General 
Land Office a correcllog of any weU, or 1f Lessee shall knowingly VIOlate any of the material provisions of this lease, or if thiS lease is assigned and the 
assignment Is not filed in the General Land Office as required by law, the rights acquired under this lease shall be subtecl to forfeiture by the 
Commissioner, and he shall forfert same when sufficienuy informed of the facts which authonze a forfeitUre, and when forfeited the area shaa again be 
subject to lease under the tenns 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 fimhation arising hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of Mure compliance with 
the provisions of the law and of this lease and the rules and regulations that may be adopted relabve hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136. the State shall have a first lien upon all Otl and gas produced !rom the 
area covered by this lease to secure payment of aU unpaid royalty and other sums of money that may become due under thiS lease. By acceptance of 
this lease, Lessee grants the State, In addrtlon to the lien provided by Texas Natural Resources Code 52.136 and any other appiiCSble statutory lien, an 
express contractual lien on and seamty tnterest in an leased m1nerals 1n and extracted from the leased premJSeS. all proceeds which may accrue to 
Lessee !rom the sale of such leased minerals. whether such proceeds are held by Lessee or by a third party, arid aU fixtures on and mprovements to the 
leased premises used in connection Wltih the production or process1119 of such leased m1nerals 1n order to secure the payment of an royaltles or other 
amounlll 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 
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any covenant or condnion of this lease, whether express or implied. Th1s r~en and security interest may be foreclosed with or without court proceedings in 
the manner provided In the Title 1, Chap. 9 of the Texas Business and Commerce Code. lessee agrees that the Commissioner may require lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, at1ach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to lessee's actMiies upon the abov~escribed property or from l essee's acquisition of this lease. 
Should the Commissioner at any time determine lhallhis representation Is not true, then the Commissioner may declare th1s lease forfe~ed as provided 
herein. 

34. POOLING. Lessee is hereby granted lhe right to pool or unitize the royalty Interest of lhe 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 eijher of !hem 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 unitizlng of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52 152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, !heir officers, employees, partners, 
agents, contractors. subcontractors, guests, invitees, and their respective successors and assigns. of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought. Including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees. and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement. or by any other negligent or strictly liable ad or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate. Indemnify, 
defend and hold hamnless the State of Texas and the owner of the soil, their officers. employees and agents, their successors or assigns, against any 
and all claims. liabilities, losses. damages, actions, personal injury (includ1ng death), costs and expenses, or other harm for which reccoJery of damages 
is sought, under any theory Including tort, contract, or sltic11iability, 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 fa1lure to comply with any and all environmental taws; 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 lhe 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 !heir 
respective successors and assigns. Each assignee of this Agreement. or an interest therein, agrees to be liable for, exonerate. Indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers. employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its officers. employees. and agents as desaibed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN. ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABillnES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY. OR THE 
NEGLIGENCE OF ANY PARTY OR PARTiES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY). WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE . 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollutlon of any environmental medium, Including soli, surface waters, groundwater, sediments, and surface or subsurface strata, ambient ai r or any 
other envlrorvnental medium in, on, or under, the leased premises, by any waste, pollutant, or contamlnanl l essee shall not bring or permit to remain on 
lhe leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as !he term "Hazardous Substance" Is defined In the Comprehensive Environmental Response, Compensation and Uabllity Act 
(CERCLA), 42 U.S.C. SecUons 9601, et seq.), or toxic substances under any federal, state, or local law or regulaUon ("Hazardous Materials'), except 
ordinary products commonly used In connection with oil and gas exploration and development operations and stored In lhe usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAI R 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 ofTexas 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 lo these 
statutes. lhe s1alutes will prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before It is filed or record in the county records and 
in the General Land Office of the State ofTexas. Once the filing requirements found in Paragraph 39 of this lease have been satistied, lhe 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 lhe office of the 
County Cieri< in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which Is made and certified by the County Cieri< from his records) is filed in the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Addrtionally, this lease shall not be binding upon the State unless n 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 
accompany such certified copy to the General land Office. 

1 
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ADDENDUM PROVISIONS - #40 thru #42 

40. CONTINUOUS DEVELOPMENT. Mer the eJCpitatlon of the pnmal)' lerm, and notwithstanding paragraphs 16 (A) and 16 (B) above and 
any other p!OIIIsion In this lease to the contrary, no poltion of this lease wil termlnace W Lessee contilues to dril a wei (or wels) anyM!ere on the leased 
premises with no more than 180 days between the release of the drilling rig on one weU and the commencement of actual dnUing operations on a 
subsequent weU (hereinafter referred to as •continuous drillingj. Upon the oessatlon of continuous drilling this lease shaU terminate In accordance wrth 
the other relevant provisions herein. If, hOIYever, Lessee has filed with the Texas RaUroad Commission, no later than 60 days priot to the expiration of 
the said 18(kjay period, all requlshe applications to drill the next well in the contlnuous drilling program, and Lessee Is unable to proceed with drilling 
pending author1zatlon by the Texas Railroad Commission, then Lessee shall be allOwed such addhlonal tlme as may be reasonably neoessary to obtain 
the authorization and thereafter spud the subsequent well. 

41. DELAY RENTALS. As stipulated In Paragraph #3 of this lease. the rentals for this lease have been PAIO.UP for the second (2"') and 
thitd (3") years of the primal)' term hereof. Lessee or its assigns shaU have the right to keep this lease In foloe and ellect for the foorlh (4~ and fifth (5"') years of 
the primary term provided for herein by tendering a payment of three hundred twenty five dollars ($325.00) per net acre on or before January 1, 2011, as 
to any acreage covered hereby and not otherwise being maintained by any other provision herein at such time. Lessee agrees to pay or cause to be paid 
one-half (112) of the delay rentals 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 payment to the owner of the soil: 

42. Surface owner makes no wananty of title, express or implied. exoept by, through or under surface owner, but agrees that Lessee, at ns 
optlon, may discharge any tax, mongage, other lien upon said land, and In the event Lessee does so, ~ shall be subrogated to such lien wrth the nght to 
enforce the same and apply royalties accruing hereunder toward satisfying same. Without impairment of Lessee's rights under the warranty In the event 
of failure of title In whole or In part, it Is agreed that If surface owner does not own, or have the right to lease, the entire mineral estate herein purponed 
to be leased In the land above described, then the royalties and any other sums payable hereunder shall be reduced proponionately . 

IN WITNESS WHEREOF, this instrument is executed on the date first above written . 

LESSEE 

PINNACLE LAND SERVICES, INC . 

BY: YG. 

Title: PRESIDENT 

Daco: I · 22· 2oo'a 

LESSOR 

STATE OF TEXAS 

BY: WILLIAM E. RUSS 

Individually and as agent for the State of Texas 

Date: ___:J._;_/_1_3 l_:l..O_()_~--

Correct 
yof 
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STATE OF TEXAS 

COUNTY OF ATASCOSA ) 

BEFORE ME. the undersigned authority, on this day personally appeared CINDY G. MERCER, known to me to be the person whose name rs 
subscribed to the foregoing Instruments as President of Pinnacle Land Services. Inc. and acknowledged to me that she executed the same for 
the purposes and consideration therein expressed, In the capacity stated, and as the act and deod of sa1d corporation 

Given under my hand and seal of offrce this the~ day of January, 2008. 

STATE OF TEXAS 

COUNTY OF HARRIS 

MElJSSA C. BOWEH 
MY COMMISSION EXPIIIES 

o.c.ftl« 18, 2011 

BEFORE ME, the undersigned authority, on this day personally appeared WILLIAM E. RUSS, known to me to be the person whose name 1s 
subscribed to the foregoing instrument, and acknowledged to me that he executed tho same for the purposes and consideration !herem 
expressed 

Given under my hand and seal of office this the JSd. day of January, 2008 

~;:i\Y~· MARILYN K ALVERTIS 
.f~o\ NOTARY PUBLIC 
~~~)Jl{j.!'1 State of Texas 
~\~~/Comm. Exp. 01-28-2010 

"'-!: •. >" --------"""" 

FILE# _ _ l_0_0_4 __ 

F1LED FOR RECORD ON THE 18TH DAY OF MARCH ·-------

~ ~4'io~)! , ~· •. • ...... . ~. " .~ .. ••• :·;· '.tt.. 
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A.D . 2008 11 : 20 A. M. 

o.UL~CORDKD ON THE 2~ DAY OF_J:JMILlA..oRu..Ct.~..HL-______ A.D . 2008 3 : 00 P . M. 

~ \ ~ 0 · ~ Q'lst,l"r IMJll9lfY DIANNE 0. FLOREZ , COUNTY CLERK 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

The above and foregoing is a full, true and correct photographic copy olthe 
orig1nal record now In my lawful custody and possession, as the ~~e Is 
medlr~~g in the p~'Aecords ofoFfYc~r<~.m v,~. 
PAGE~ THRU - -'-lffittHfflS\1 
~ lherebycenlf1edon APRIL 8, 2008 

~~- ··g~~ -- --
f ft'J~ ~DIANNE 0. FLOREZ, C~N C RK 
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FILE# 1282 

General land Office 
Rallnqulshment Act Lease Form 
Ravlsad, September 1997 

~usttn, m:exas 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered Into this 1st day of January, 2008, between the State of Texas, acting by and through its agent J. ROBERT 
BAUR. JR .. of 1201 LOUISIANA SUITE 3350. HOUSTON, TEXAS 77002 said agent herein referred to as the owner of the soil (whether one or more), 
and PINNACLE LAND SERVICES, INC P.Q. BQX 99!. PLEASANTON TEXAS 78064. hereinafter called Lessee . 

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

Section 46, Abstract 2472, Block 57, Public School lands Survey. 

containing 640.00 aaes. more or less. The bonus consideration paid for this lease is as follows: 

To the State ofTexas· TWO THOUSAND EIGHTY DOLLARS AND 00/100 

($2,080.00) 

To the owners of the soil: TWO THOUSAND EIGHJY DOLLARS AND 001100 

($2,080.00) 
Total bonus consideration of FOUR THOUSAND ONE HUNDRED SIXTY DOLLARS AND QQ/100 

($4, 160.00) 

The total bonus consideration paid represents a bonus yoLfTH!..D!Rl!EosEOJH~U>llN.!!D.!!RllEO!DLTW.!.!.!:sE~NTY.L!..:·:..!FliVE~-----------------­
Dollars ($325.00) per acre. on .12J!QQQQQ net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of FIVE years from 
this date (herein caned "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quanuties from said land. As used 
in this lease. the term "produced in paying quanmies" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past 

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

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

Bank, at PAY DIRECTLY TO THE OWNER OF THE SOIL 
or its successors (which shall continue as the depository regardless of changes in the ownernhip 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 AUSnN. 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: 

-

-

-
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To~~o~~~: ___ S~E~E~A~D~D~E~NBO~U~M~~~1------------------------------------------
0ollars (S ________ _, 

To ~ State of Tel<BS. 

Dollars (S -----------' 

Total Delay Rental:------------------------ -----
Dollars (S _________ .J 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during ~ primary tenn. All payments or tenders or rental to the owner of the soil may be made by ched< or sight draft of Lessee, or any 
assignee of this lease. and may be delivered on or before ~ rental paying date. II~ bank destgnated in this paragraph (or its successor bank) should 
cease to exis~ suspend business, liquidate, !ail or be succeeded by another bank, or lor any reason ran or refuse to accept rental. Lessee shall not be 
held in default lor failure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall dehver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production or oil and/or gas, Lessee agrees to pay or cause to be paid one-hall (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 (1/2) of such royalty to~ 
owner of~ soil: 

(A) OIL Royalty payable on oil, which Is defined as Including all hydrocarbons produced In a liquid lonn at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment. as hereinafter provided, 
shall be 1/4 part of the gross production or the marl<et value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office, such value to be detennined by 1) ~ highest posted price, plus premium, if any. offered or paid lor oil, condensate, dist~late, or other llquid 
hydrocarbons, respectively, or a like type and gravity in the general area where produced and when run, or 2) ~ highest marl<et price ~rear offered or 
paid In the general area where produced and when run, or 3) ~ gross proceeds of the sale thereof. whichever is the greater. Lessee agrees that before 
any gas produoed 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 edequate oil 
and gas separator of conventional type, or other equipment at least as efficient. so that all liquid hydrocarbons recoverable from ~gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be wa1ved, in wnting, by the royalty owners upon 
such tenns and conditions as they presaibe. 

(B) NON PROCESSED GAS. Royalty on any gas (Including nared gas), which Is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above. produced from any well on said land (except as provided herein With respect to gas processed In a plant for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be~___ part of the gross production or the marl<el 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 marl<et price paid or offered for 
gas of comparable quality In the general area where produced and when run, or the gross price paid or offered to the producer, whichever Is the greater • 
provided that the maximum pressure base In measuring the gas under this lease shall not at any time exceed 14 65 pounds per square Inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenhe~. correctioo to be made for pressure according to Boyle's Law, and lor specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the 1ndustry at the time of testing . 

(C) PROCESSED GAS. Royalty on any gas processed In a gasohne plant or other plant lor the recovery of gasoline or other liquid 
hydrocarbons shall be~--- part of the residue gas and the hquld hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soil or the Commissioner or the General Land OffiCe. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever Is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed In a plant In which Lessee (or ~s parent, subsidiary or affiliate) owns an Interest, then the percentage applicable to liquid 
hydrocarbons stiall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at ann's length (or if there is no such third party, the highest percent then being specified In processing agreements or contracts in 
the Industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennined by 1) the highest marl<.et 
price paid or offered for any gas (or llquid hydrocarbons) of comparable qua lily 1n 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 royaHies payable under this paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be "casinghead," "dry," or any other gas. by fractionating, burning or any other processing shall be__..lli ____ part of 
the gross production of such products, or the marl<et value thereof, at the option of the owner of the salt or the Commissioner of~ General Land Office, 
such marl<et value to be delennlned as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produoed, or 2) on the basis of the average gross sale price or 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 tenn of this lease. If this lease is maintained by production, the 
royaltles paid under this lease In no event shall be less than an amount equal to the total annual delay rental herein provided: othefWise, there shall be 
due and payable on or before the last day or the month succeeding the anniversary date or this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preced1ng year. If Paragraph 3 of this lease does not specify a delay rental amount, then lor the purposes of this 
paragraph, ~ delay rental amount shaU be one dollar ($1.00) per acre. 

6. ROYALTY IN KINO. Notwithstanding any other provision In this tease. at any time or from time to time, the owner of the soil or the 
Commissioner or the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease, require that the 
payment of any royalties accruing to such royalty owner under this lease be made In kind The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights 
or Lessee's obligations, whether express or implied, under this tease . 
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7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease ~nduding those paid in kind) shall be without deduction for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otheMse making the oil, gas and 
other prodUdS hereunder ready for sale or use Lessee agrees to compute and pay royahJeS on the gross value received, lndudlng any reimbursements 
for severance taxes and production related costs. 

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

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

Payment of royahy on productJon of oil and gas shaft be as provided In the rules set forth In the Texas Register. Rules currently provide that royahy on oil 
is due and must be received In the General Land Office on or before the 5th day of the second month suc:oeeding the month of production, and royalty 
on gas is due and must be receoved in the General Land Office on or before the 15th day of the second month succeedong the month of production, 
acoornpanled by the affidavit of the owner, manager or other authorized agent, completed In the form and manner presoibed by the General Land Office 
and showing the gross amount and disposition of all 011 and gas produced and lhe mar1<et value of the oil and gas, together With a copy of all documents, 
records or reports confinning the gross production, disposition and mar1<et value including gas meter readings, piperone receopts, gas fine receipts and 
other checks or memoranda of amount produced and put into pipelones, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and mar1<et 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 royahy payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royahy being paid on each lease. II Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royaKy payment which Is over thirty (30) days late shall accrue a penahy 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"A. per year. such interest will begin to accrue when the royalty is sixty (60) days overdue . 
Affidavits and supporting documents which are not filed when due shan incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on the date when the affidavits or supporting documents were due, The Lessee shall bear all responsibility for paytng or causing 
royalties to be paid as prescribed by the due date provided hereon Payment of the delinquency penalty shall on no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were orignally due. The above penahy prOVISions shan not apply in 
cases of title dispute as to the State's portion of the royalty or to that portion of the royahy in dispute as to fair market value 

tO. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shan annually furrush the Commissioner of the General Land Office 
with its best possible estimate of oil and gas neseNeS undertying this lease or allocable to this lease and shaD furnish said Cormussioner With copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shaD be 
held In confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and mar1<eting of the oil and gas produced on said premises. lndudlng the books and acoounts, receipts and discharges of an 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 submilted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, wor1<over, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and ptuggong reports shaD be supplied to the General Land Office at the time they are filed with the Texas Railroad Cormoisslon. Aft 
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 btie. Additionally, In accordance With RaHroad Commission 
rules, any signage on the leased premises for the purpose of identofying wells, tank balteries or other assOCiated improvements to the land must also 
indude the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports. cuttings and cores, or other 
information relative to the operation of the above-described prernoses, which may be requested by the General Land Office. In addition to those herein 
expressly provided for. Lessee shaQ have an electncal 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 dolled on the above desaJbed premises and shaH transmrt a true copy of the log of each survey on each well to the 
General Land Office Within fiReen (15) days after the making of said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate If on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessaloon of productoon Lessee commences additional drilling or 
rewollung operations thereon. or pays or tenders the next annual delay rental on the same mamer as provided in this lease If, during the last year of the 
primary tenn or within SlXIy (60) days prior thereto, a dry hole be ~ted and abandoned, or the production of oi or gas should cease for any cause, 
Lessee's rights shaft remain in full force and effect without further operatoons until the expiration of the primary tenn; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting addhoonal drilling or reworking 
operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
well or any subsequent wei drilled on the above described land be completed as a shut-ln oil or gas wen wothin the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental payong date follOWing the expiration of Sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the fa1lure to make such paymen~ thos lease shall opso facto termonate. If at the 
expiration of the primary term or any time therea~er a shut·ln oil or gas well is located on the leased premoses, payments may be made In aooordance 
with the shut-in provisions hereof. 

-

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

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 rewoli<ing 
operations within slx1y (60) days after such cessation, and this tease shall remain in run force and effect for so long as such operations continue in good 
faith and in woli<manlike manner without Interruptions totaling more than sixty (60) days. If such drilling or rewoli<ing operations result in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or naworking 
operations result In the completion of a well as a dry hole, the tease wi ll not terminate if the Lessee commences additional drilling or rewoli<ing 
operations within sixty (60) days after the completion of the well as a dry hole. and this tease shall remaon in effect so long as Lessee continues drilling or 
reworking operations In good faith and In a wor1<manlike manner without interruptions totaling more than soxty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "weir means any well that has been assigned a weU number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expirabon of the primary term of a lease thal unbl being shut in, was being 
maintained in force and effect, a well capable of producing on or gas in paying quantities is located on the teased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a su~able mali<el 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 orgas In paying quantities. If 
Paragraph 3 of this tease does not specify a delay rental amount then for the purposes of this paragraph. the dtelay 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 pnmary 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 dnlting or reworlong operation in accordance 
with the lease provisions; whichever date is latest Such payment shall be made one-half (112) to the Commissioner of the General Land Office and one­
half (112) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend tihe 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 mali<et for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-on 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 wea located within one thousand (1 ,000) feet of the teased premises and completed in the same producing 
reservoir, or in any case in which drainage Is oc:curring, the right to continue to maintain the lease by paying the shut~n oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the tease of the marl<et value of production from the well causing 
the drainage or which Is completed In the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of lhe General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
Is an amount less than the annual shut-in oil or gas royalty. Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-monlh period. Compensatory royalty payments which are not bmely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Codte 52.173; howevef', at the determination of the Commissioner. and with the Commissionefs written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells . 

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

(A) VERTICAL In the event this lease is in force and effect two (2) years after the exporation date of the primary or extended term H 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 rewoli<ing operations, or (2) the number of acres Included in a producing pooled unH 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that tess acreage Is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and nghts-of-way for 
existing roads, existing pipelines and other existing facilities on, over and across all the lands dlescnbed on 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. 

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

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearty as practical, be in the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Olfoce. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 

--
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legal desaipbon of the acreage and/or depths not retained hereunder The recorded release. or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee presaibed by the General Land Office rules In effect on the date the release os 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 
Commtssloner at his sole discretion may designate by written Instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense In the county or counties where the lease Is localed and In the official records of the General Land Office and such 
designation shaU be binding upon Lessee for aft purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent In control of the leased 
premises &haU drill as many wells as the facts may justify and shall use appropriate means arcl drilllo a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, If oil and/or gas should be produced in commercial quantities within 1.000 feet of lhe leased premises, 
or in any case where the leased premises is being drained by production of oil or gas. lhe Lessee, sublessee, receiver or other agenl in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining weU or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercial quantities and shall prosecute such dnlling with diftgence. 
Failure to satisfy the statutory offset obftgation may subject this lease and the owner of the soirs agency rights to forfe~ure. Only upon the determination 
of the Commissioner of the Generel Land Offtee and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obiigation to drill an offset wen or wells required under this paragraph 

1& FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operabons on the leased premtSes, or from producing 011 or gas from the leased premises by reason of war, rebellion, riots, 
strikes, 9ds of God. or any valid order, rule or regulation of government authonty, then whtle so prevented, Lessee's obligation to comply wrth such 
covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with suCh covenanls; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting dnlling and rewofi<tng operabons or from produong 011 or gas from the leased 
premises. However. nothing In this paragraph shall suspend the payment of delay rentals in order to maintain trus lease in effect dunng the primary term 
In the absence of suCh drilling or reworl<ing operabons or production of oil or gas . 

1g, WAARANTY CLAUSE. The owner of the soil warrants and agrees lo defend title to the leased premises. If the owner of the soli defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost or these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire un<ftvided surface estate In the above 
desaibed land, whether or not Lessee's interest is specified herein. then the royaHies and rental herein provided to be paid to the owner of the soil shan 
be paid to him in the proportion which his interest bears to the entire undiVided surface estate and the royalties and rental herem provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewtse proportionately reduced. However, before Lessee adjusts the 
roy any or rental due to the Commissioner of the General Land Offtce, Lessee or his authorized representative must subm~ to the Commissioner of the 
General Land Office a written statement which explains the disaepancy between the Interest purportedly leased under thos lease and the actual interest 
ONiled by the owner of the SOil The Convnlssioner of the General Land Office shaft be paid the value of the whole productton allocable to any uncftvided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undiVIded tnterest. However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If. during the primaty term. a portion oflhe land covered by this lease Is included within the boundaries 
of a pooled unit that has been approved by the SChool Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151·52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per aae basis hereunder shall be reduced according to lhe number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
cala.tlated based upon the number of aaes outside the boundanes of a pooled unit, or, If after the explrabon of the pnmary term. the number of acres 
actuaRy retained and covered by this lease. 

21. USE OF WATER Lessee shall have the right to use water produced on saJd land necessary for operations under thiS lease except water 
from weUs or tanks of the owner of the soli; provided, h~ver. Lessee shall not use potable water or water suitable lor livestock or inigation purposes 
for watertlood operations without the prior consent of the owner of the soil. 

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

23. PIPELINE DEPTH. When requested by the owner of the SOli, Lessee shall bury ~ pipeltnes below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the s011. 

25. POLLUTION. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting lhe foregoing. pollution of coastal wetlands. natural waterways, rivers and impounded water shall be prevented by the use of containment 
fadtities sufficient to prevent sp~llage . seepage or ground water contamtnation. In the event of pollution, Lessee shall use aD means at~ disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible lor an 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 abandorvnent of any wen or wels. Lessee shan fill and level aa slush pits and celars and completely clean up the dnllng site or aft rubbish 
thereon. Lessee shaD, while conducting operatioros on the leased premises, keep said premiSes lree or an rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land lo as near its original condition and contours as is practicable. Tanks and 
equipment wt'll be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to lim~tions in this paragraph, Lessee shall have the nght to remove maChinery and rooures 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 

-
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termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after th1rty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not tmely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, In whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees, legal 
representatives, successors and assigns. However. a change or division In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee. diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act perfonned by Lessee. And no change or division In ownership of the land, rentals, or royatties shall bind Lessee lor any purpose until thirty (30) days 
after the owner of the soli (or his heirs, devisees, legal representatives or assigns) tumishes lhe Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded munlments of @e (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 
obr!Qations under this lease. If this lease is assigned in its entirety as 10 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 ot them to pay his share of the rental shall not ailed 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the assignor or assignee does not file a certified 
copy of such assignment In the General Land Office before the next rental paying date. the entire lease shall terminate lor faijure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilhies, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties 

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

(1) a nominee of the owner or the soij: 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnershiP: 
(4) a principal stod<holder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner or the soil; 
(6) a fiduciary for the owner of the soil; including but not limijed to a guardian. trustee. executor. adm1n1strator, rece1ver. or conservator for the 
owner of the soil; or 
(7) a family member or the owner of the soil or related to the owner or the soil by marriage. blood. or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner or the soil and place or record a release or releases covering any portion or portions or the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of thiS lease is property surrendered, the 
delay rental due under this lease shaQ 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 wil not rerteve Lessee of any rl8bilities which may have accrued under this lease prior to the 
surrender of such acreage . 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
recorded ln the county where the land is situated. and the recorded instrument, or a copy or the recorded Instrument certified by the County Cler1< of the 
county In which the Instrument is recorded, must be filed In the General Land Office within 90 days or the last execution date accompanied by the 
prescribed fil ing fee. II any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option or the 
Commissioner of the General Land OffiCe . 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been 1ncJuded In th1s 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 1n this lease render this lease lnvarld. 

31. FIDUCIARY DUTY. The owner or the soil owes the State a fiduciary duty and must tully disclose any facts affecting the State's interest in 
the leased premises. When the interests of the owner of the soil conn1ct 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 tail or refuse to make the payment of any sum within thirty days after It becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law end the rules and regulations adopted by the Commissioner of the General Land Office, or if Lessee 
should fail to file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to opera~ons, or if Lessee or 
an authoiized agent should knowingly tail or refuse to give correct Information to the proper authonty, or knowingly tall or refuse to tumish the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material proVISions or this lease. or if 1his lease Is ass19ned and the 
assignment Is not filed In the General Land Office as required by law. the rights acquired under this lease shall be subject to forfeiture by the 
Convnlssioner, and he shall lorfett same when sufficiently informed of the facts which authorize a lorferture. and when forfeited the area shall again be 
subject to lease under the terms of the RelinqUJshmenl Act. However, nothing herein shall be construed as WSJV1ng the automatic termination of this 
lease by operation or law or by reason of any special limitation aris1ng hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another Intervene upon satisfactory evidence to the 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 relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all 011 and gas produced from the 
area covered by this lease to serure payment of all unpaid royalty and other sums or money that may become due under this 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 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 m1nerals in order to secure the payment of an 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 

1~7 
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any covenant or condition of this lease, whether express or Implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Trtle 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 r~ens arising from and relating to Lessee's activities upon the abovEKlesoibed property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation Is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOUNG. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration. development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or uniti:ting of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151·52.154. The owner of the soil agrees that the inclusion of this provision In this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State ofTexas and the owner of the soil, their officers, employees, partners. 
agents, contractors. subcontractors, guests. invitees. and their respective successors and assigns. of and from all and any actions and causes of action 
of every nature. or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, Incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, 
defend and hold harmless the State of Texas and the owner of the soil. their officers. employees and agents, their successors or assigns, against any 
and an claims, liabilities, losses, damages, adions, personal injury [Including death), oosts and expenses, or other harm for which recovery of damages 
is sough~ under any theory including to~ contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's faHure to comply with any and all environmental laws; those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, Its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above ·in connection with 
the activities of Lessee, "s officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREIN, ALL OF 
THE INDEMNITY OBUGATIONS ANDIOR UABIUTIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGUGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGUGENCE 
BE SOLE, JOINT, CONCURRENT. ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of caro and all reasonable safeguards to prevent contamination or 
polluUon of any environmental medium, Including soil, surface waters, groundwater, sediments, and surfae<~ 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 bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance" Is defined In the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials'), except 
ordinary products commonly used In connection with oll and gas exploration and development operations and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE 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 ofTexas 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 wiQ prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in lhe 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 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 Cieri< in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land 
Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Cieri< from his records) Is filed In the 
General Land Office in accordance with Texas Natural Resources Code 52.183. Add~ally, this lease shall not be binding upon the State unless ij 
recites the actual and true consideration paid or promised lor execution of this lease. The bonus due the State and the prescribed fi ling fee shall 
accompany such certified copy to the General Land Office. 
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ADDENDUM PROVISIONS - #40 thru #42 

40. CONTINUOUS DEVELOPMENT. Mer the e>cplratlon of the primary te1111, and notwithstanding paragraphs 16 (A) and 16 (B) above and 
any other provision in this lease to the contrary, no portion of this lease wiU te1111inate W lessee continues to driU a wei (or wells) anywtlere on the leased 
premises with no more than 180 days between the release of the drilling rig on one well and the commencement of actual drilling operations on a 
subsequent well (hereinafter referred to as ·continuous drilflng1 . Upon the cessation or continuous drilflng this lease shall terminate in accordance with 
the other relevant provisions herein. If, however, Lessee has filed with the Texas Railroad Commission, no later than 60 days prior to the expiration of 
the said 18().day period, all requis~e applications to drill the next well In the continuous drilling program, and Lessee Is unable to proceed with drilling 
pending aU1horization by the Texas Railroad Commission, then Lessee shaU be a~ such additional time as may be reasonably necessary to obtain 
the authori%ation and thereafter spud the subsequent well. 

41. DELAY RENTALS. As stipulated In Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (t") and 
third (3~ years of the primary tenn hereof. Lessee or~ assigns shall have the right to keep this lease In force and effect for the fourth (4") and fifth (5") years or 
the primary te1111 provided for herein by tendering a payment of three hundred twenty five dollars ($325.00) per net acre on or before January 1, 2011, as 
to any acreage covered hereby and not otherwise being maintained by any other provision herein at such time. Lessee agrees to pay or cause to be paid 
one-half (112) of the delay rentals provided for in this lease to the Commissioner or the General Land Office or the Slate ofTexas, at Austin, Texas, and 
one-half ( 112) of such payment to the owner or the soU: 

42. Surface owner makes no warranty or title, express or Implied, except by, through or under surface owner, but agrees that Lessee, at its 
opUon, may discharge any tax, mortgage, other lien upon said land, and In the event Lessee does so, ij shall be subrogated to such lien with the right to 
enforce the same and apply royalties accruing hereunder toward satisfying same. Without impairment of Lessee's rights under the warranty in the event 
of failure or title In whole or In part, ~ Is agreed that if surface owner does not own, or have the right to lease, the enUre mineral estate herein purported 
to be leased in the land above described, then the royahles and any other sums payable hereunder shall be reduced proportionately. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC • 

Title: PRESIDENT 

Date: ~ · \S · :loQ'}' 

LESSOR 

STATE OF TEXAS 

Date: ~ l4. -zpp' u· 

1 2 ~) 
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ACKNOWLEDGMENT 

State of California 
County of Santa Barbara 

On ,7~7 2~ t()Pt0 before me, Br yan Andrew Bott orff , No tary Public 
(insert name and title of the officer) 

personally appeared J . Robert Bau r , J r. 
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are 
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in 
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the 
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing 
paragraph is true and correct. 

WITNESS my hand and official seal. 

(Seal) 
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STATE OF TEXAS 

COUNTY OF ATASCOSA } 

BEFORE ME, the undersigned authonty. on this day personally appeared CINDY G MERCER. known to me to be the person whose name is 
subscribed to the foregoing Instruments as President of Pinnacle lsnd Services, Inc. and acknowledged to me that she executed the same for 
the purposes and consideration therein expressed. In the capacity stated, and as the act and deed of said corporation. 

~ fi.'bvu .. r'f 
G.ven under my hand and seal of off100 this the ~ day of~ 2008 

NOtatYP IC: In and for 
The State of TEXAS 

STATE OF TEXAS 

COUNTY OF HARRIS 

- -~ 

BEFORE ME. the undersigned authority. on this day personally appeared J. ROBERT BAUR, JR .. known to me to be the person whose name 
Is subscribed to the foregoing instrument. and acl<nowledged to me that he executed the same for the purposes and consideration therein 
expressed . 

G.ven under my hand and seal of office this the ___ day of January. 2008 

Notary Public In and for 
The Stale of TEXAS 

-- _..._ --------------

- -

---------~-

liltl11<1~~, tifl'r<-4 '1-'K~ >< ~- ~'' h ·" " '""'' 
01i liS( If THE DESC1!18£0 RUI. PICOP£il1"1 Bl.l:AUS( ~ COLUr 

rn.K#. __ ~l'-==2~8:..::2'---
OIIIW:f IS IIIYAUO All() IINENfM!'J'NIU U.'WJI fFllfRAI. 
1M 

FD..RD ~ UCOI.D 011 TIIB. _ ___ .::t4;...~,TR.a._DAY OF ___ AtU:P.llR..LT...Ll._. _____ A.D. 2008 I I :09 A If. • 

..::-7-1----......----DAY OF ___ AP_R_T_L ______ .A.D . 2008 1:00 P . M. 

DIANNE 0. FLOUZ, COUNTY CI.En 
UEVES COlJBTY, TEXAS 
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Gonerol Land Office 
Relinquishment Act Lease Form 
Revtud, September 1997 

~ustin , ~exas 

OIL AND GAS LEASE 

·soaK 7 8~ PAGE 11:1 

THIS AGREEMENT is made and entered into this 1st day of January, 2008, between the State of Texas, actJng by and through its agent RICHARD C. 
JENNER of 1201 LOUISIANA SUITE 3350 HOUSTON TEXAS ncl02. said agent herem referred to as the owner of the soil (whether one oc moce). and 
PINNACLE !.AND SERVJCES INC. P.O BOX 99!. PLEASANTON. TEXAS 78064 hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, foc 
the sole and only purpose of prospecting and drilling for and producing oU and gas, laying pipe lines. building tanks. storing oil and building power 
stations, telephone ~nes and other structures thereon, to produce. save. take care of. treat and transport said produel$ of the lease. the following lands 
situated in ~County, State ofTexas, to-wit 

Section 46. Abstract2472, Block 57. Pubfic Scl1ool Lands Survey. 

containing 640.00 acres. moce or less. The bonus conslderaboo paid foc this lease is as follows: 

To the State of Texas·1WO I!iOUSAND EIGHTY DOLLARS AND 00/100 

($2,080.00) 

To the OYmers of the soil: 1WO THOUSAND EIGHTY DOLLARS AND 00'100 

($2,080.00) 
Total bonus consideration of FOUR THOUSAND ONE HUNDRED SIXTY DOLLABS AND 00'100 

($4, 160.00) 

The total bonus COilSidefation paid represents a bonus lliofl.!THC!:!!:R~EOJ;E'-.!H:!.IUaN!!.DRm.~EOJ.D!...JWELUIO!NlYC!..!Jc:.·LflVEUli'-. ________________ _ 

Dollars ($325.00) per acre, on !2.§QQQQQ net aaes. 

2. TERM Subject to the other proviSions in thiS lease. thiS lease shal be for a lerm of FIVE ears from 
this date (herein cafted "primary termi and as long thereafter as otl and gas, or either of them, is produced in paying quantities lr()(O said land As used 
in this lease, the term "produced In paying quanlitles" means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past 

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

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

Bank, at PAY DIRECTLY TO THE OWNER OF THE SOIL 
or Its successors (which shaU continue as the depository regardless of changes in the ownership of said land). the amount speafied below; in ackfllion 
Lessee shaD pay oc lender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUS11N. TEXAS, a Ike 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 welt for 
one (1) year fr()(O said date. Payments under this paragraph shaU be in the following amounts: 
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To the owner of the soil: _ __..s..,E..,E""A"'D""D""E..,N,.D:><U:uMu#4=:.1 _____________________ _ 

Dollars (S ----_.} 
To the State of Texas· 

Dollars($ ____ ____. 

Total Delay Rental.---------------------------- -
Dollars ($ _ _ __ _.) 

In a like manner and upon roke payments or tenders annually. the commencement of a wen 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 sool 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 barok designated In this paragraph (or its sua;essor bank) should 
cease to exis~ suspend business. liquidate, fail or be succeeded by another barok, or for any reason fail or refuse to aocept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of rental unW thirty (30) days aller the owner of the soil shall deliver to Lessee a proper 
recordable insti\Jment naming another bank as agent to receive such payments or tenders . 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half (112) of the royalty 
provided for ln 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 soa: 

(A) OIL Royalty payable on oil, which is defined as Including aa hydrocarbons produced in a riQuid form at the mouth of the weft and also as 
all condensate, d'ISiillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other eqUipmen~ as hereinafter provided, 
shan be 114 part of the gross production or the marl<et value thereof, at the option of the owner of the soil or the Convnissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premium, II any, offered or paid for oil, condensate. disbllate. or other liquid 
hydrocarbons, respectively. of a fike type and gravity In the general area where produced and when 1\Jn, or 2) the highest marl<et price thereof offered or 
paid In the general area where produced and when 1\Jn, 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. ij will be 1\Jn 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 requrement that such gas be 1\Jn through a separator or other equipment may be waived, on writing, by the royatty owners upon 
such terms and conditions as they prescribe. 

(8) NON PROCESSED GAS. Royalty on any gas (including flared gas). which is defined as an hydrocarbons and gaseous substances not 
defoned as ool in subparagraph (A) above, produced from any wen on said land (except as prolllded heretn with respect to gas processed in a plant for 
the elrtractlon of gasoline, liquid hydrocarbons or other products) shaH be--lli __ part of the gross production or the marltet 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 marltet price paid or offered lor 
gas of comparable quality In the general area where produced and when 1\Jn, 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 illlY 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 
gravoty 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 reaJvery of gasoline or other liquid 
hydrocarbons shal be 1/4 part of the residue gas and the liquid hydrocarbons eXIraded or the marl<et value thereof. at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royahies due herein shaD be based on one hundred percent (100%) of the total planl 
production of residue gas attribotable to gas produced from this lease. and on filly percent (50%). or that percent acct\Jing to lessee, whichever Is the 
greater, of the total plant production of liquid hydrocarbons attnbutable to the gas produced from this lease: provided that il liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or Its paren~ subsidiary or affiliate) owns an lnteres~ 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 peroent 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 determoned by 1) the highest marl<et 
price paid or offered for any gas (or riQuid hydrocarbons) of comparable quality in the general area. or 2) the gross price paid or offered lor such residue 
gas (or the weighted average gross selrtng pnce for the respective grades of liquid hydrocarbons), whichever os the greater In no even~ however, shall 
the royalties payable under this paragraph be less than the royalbes 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 llquld 
hydrocarbons) whether said gas be "casinghead." "dry." or any other gas. by fractionating, burning or any other processing shall be ____1M _ _ part of 
the gross production of such products, or the marl<et value thereof, at the opbon of the owner of the soil or the Corrvnissloner of the General Land Office, 
such marl<et value to be detennined as follows: 1) on the basis of the highest marl<et pnce of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease Is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental hereon provided; othe!Volise. there shall be 
due and payable on or before the last day of the month suoceeding the annoversary dale of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount, then lor the purposes of this 
paragraph, the delay rental amount shaU be one dollar ($1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this leasa, 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 socty (60) days notice to the holder of the lease. require that the 
payment of any royalties acct\Jing to such royalty owner under t/us lease be made on kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take Its royalty In kind shall not diminish or negate the owner of the soors or the Cornml$sloner of the General Land Office's rights 
or Lessee's obl'ogations. whether express or impfled, under this lease. 
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7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without dedudion for 
the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and produdion 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 recycle gas for gas li ft purposes on the leased premises or for 
injection Into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

9. ROYAL iY 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. 

115 

Payment of royalty on production of oil and gas shall be as provided In the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
is due and must be received In the General Land Office on or before the 5th day of the second month suooeeding 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 suooeeding the month of production, 
accompanied by the affidavit of the owner, manager or other authorized agent, completed In the form and manner prescribed by the General Land Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together with a copy of all documents, 
records or reports confirming the gross production, disposition and market value Including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may require to verify the gross production, disposition and market value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office, Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is 
greater. A royalty payment which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year, such interest will begin to accrue when the royalty Is sixty (60) days overdue. 
Affidavits and supporting documents which are not filed when due shall Incur a penalty in an amount set by the General Land Office administrative rule 
which is effective on lhe date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfe~ure as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provisions shall not apply in 
cases or title dispute as to the State's portion of the royalty or to that portion or the royalty in dispute as to fair market value. 

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

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment or any well or 
wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill . Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, perm~s . reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" In the titie. Add~nally, 1n accordance with Railroad Commission 
rules, any slgnage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
Include the word "State." Lessee shall supply the General Land Office with any records, memoranda. accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-<lescribed premises, which may be requested by the General Land Office, in add~ion to those herein 
expressly provided for. Lessee shall have an electrical and/or r:adloacti~y survey made on the bore-hole section, from the base of the surface casing to 
the total depth or well, or all wells drilled on the above described premises and shall transmit a true copy or the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

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

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not terminate if on or 
before the expiration or sixty (60) days from date or completion of said dry hole or cessation or production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or v.ithln sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain In full force and effect without further operations until the expiration of lhe primary term; and If Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling or reworking 
operations pursuant to Paragraph 13, using tt'e expiration or the primary term as the date of cessation or 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 expiratio.n of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto termmate. If at the 
expiration or 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. 
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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 reWOII<ing 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 faHh and In worl<manlike manner without Interruptions totallng more 
than sixty (60) days during any one such operation, and if they resuij In the production of oil and/or gas, so long thereafter as oil and/or gas Is produced 
In paying quantities from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided In 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 add1tlonal dnlfing or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain In lui force and effect for so long as such operations oontinue In good 
faith and In worlunanli<e manner wilhoullntemJptions totaling more than sixty (60) days. If sl.dl drilling or reworldng operations resuH In the production 
of oil or gas, the lease shal remain in fuD force and effect for so long as oil or gas Is produced from the leased premises In paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royeijies is made as provided herein or as provided by taw. If the drir1119 or reworldng 
operations result In the completJon of a well as a dry hole, the lease wJ!I notterm1nate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the wei as a dry hole, and this lease shan remain in effect so long as Lessee controes driling or 
reworldng operations In good faith and in a woll<manta<e manner without interrvpiJons totaling more than sixty {60) days Lessee shan gi\'e written notice 
to the General Land Office within thirty (30) days of any cessation of produdion • 

14. SHUT -lN ROYAL TIES. For purposes of this paragraph, "Weer means any well that has been assigned a well number by the state agency 
having jurisdiclion over the production or oil and gas. If. at any tme after the exporation of the primary term or a lease !hal unbl being shut in, was being 
maintained In force and effed, a well capable of producing oil or gas in paying quantitJes 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 mali<elthen 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 quantltles. If 
Paragraph 3 of thls 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 effectlve, each Initial shut·in oil orgas royalty must be paid on or befoce: (1) the expiration of the primary term, (2) 60 days after 
the Lessee oeases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reWOII<Ing operation in aooordance 
with the lease provisions: whichever date Is latest. Such payment shall be made one-half (112) to the Commissioner of the General Lend Office and one­
half (112) to the owner of the soil. If the shut~n oil or gas royalty Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term or 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 ma11<et for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same ernount each year on oc before the eJ(Jllration of each shut~n year. 

15. COMPENSATORY ROYALTIES. II, during the period the lease Is kept in effed by payment of the shut-in oil orgas royalty, oil ocgas is 
sold and deiMlred in paying quantities from a well located withln one thousand (1,000) feet of the leased premises and completed in the same producing 
reservoir, oc in any case in which drainage Is OCICW'ring, the right to continue to maintain the lease by paying the shut~n oil or gas royalty shaft cease, but 
the lease shall remain effective for the rema1nder of the year for which the royaJiy 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 mal1<et value of production from the well causing 
the drainage or which is completed in the same producing resefVOJ( and within one thousand (1 ,000) feet of the leased prerrnses. 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 ofthe soil, beginning on oc 
before the last day of the month following the month in which the oil oc gas Is produced from the well caus1ng the dralnage or that Is completed in the 
same producing reservoir and located within one thousand (1,000) feet of the leased premises. If the compensatory royally paid in any 12-month period 
Is an amount less than the annual shut-in oil oc gas royalty, Lessee shall pay an amount equal to the difference within thirty {30) days from the end of the 
12-month penod Compensatory royaUy payments which ere not timely paid Will accrue penalty and interest in aocordance With Paragraph 9 of this 
tease. None of these provisions will relieve Lessee of the obltgation of reasonable development nor the obl~gation to dnll offset wells as provided In 
Texas Natural Resources Code 52.173: however, at the determination of the Commissioner, and with the CommJSSione(s wntten approval, the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises. Lessee shall exercise the d1ligence of a reasonably prudent operator in dn!Hng such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and In mali<eting the production thereon. 

(A) VERTICAL. In the event this lease is In force and effect two (2) years after the expiration date or the primary or extended term H shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil wen 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 rewoli<ing operations, or (2) the number of acres included In a producing pooled un~ 
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 un~ for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiclion If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed oc the well oc wells located thereon are reclassified so that less aaeage Is thereafter allocated to said well oc wells for 
production purposes, this lease shaD thereupon terminate as to all acreage not thereafter allocated to said wen or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless conbnue to have the right of ingress 
to and egress from the lands still st.tlject to this lease for an purposes described in Paragraph 1 hereof, together wrth easements and rights-of-way for 
existing roads, existing pipelines and other exisbng facihbes on, aver and across aft the lands desaibed in Paragraph 1 hereof {"'he retained lands'). fOt 
aocess to and from the retained lands and for the gathering oc transp()(Uition of ~ gas and other l'Tllllerills produced from the retained lands.. 

(B) HORIZONTAL In the event this lease IS in force and elfect two (2) years after the expiration date of the pnmary or extended term ft shall 
further terminate as to all depths below 100 feet below the total depth drilled (hereinafter "deeper deplhs11n each wen located on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years alter the primary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus originally paid as consideration for this lease (as speofied on page 1 hereof). If such amount is paid, th1s lease shall be In force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced In 
paying quantrties from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearly as practical, be in the form of a 
square with the well located in the oenter thereof, or such olher shape as may be approved by the Commissioner of the General Land OffJCe. Wrthln 
thirty (30) days after partial tennination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 

-



••• • • • ••• 
• •• • • • •••• 
• 

•• • • • • . .. 
• 

• •• • • • ••• • 

·- BOOK 78 8 PAGE 11 7 

legal desaiption of the acreage and/or depths not retained hereunder. The recorded release. or a certified copy of same. shall be filed in the General 
Land Office. accompanied by the fifrng fee prescnbed by the General Land Office rules In effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner at his sole discretion may designate by written Instrument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessee's expense in the county or counties where the lease Is located and in the offldal records of the General Land Office and such 
designation shaU be binding upon Lessee for al purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals nor royalties paid, or to be paid, under this lease shalt relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee. sublessee. receiver or other agent In control of the leased 
premises shall driN as many wells as the facts may justify and shall use appropriate means and dnllto a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in canmerdal quantities Within 1.000 feet of the leased premises, 
or in any case where the leased premises Is being drained by production of od or gas, the Lessee. sublessee, receM!f or other agent in control of the 
leased premises shalt in good faith begin the drilling of a well or wells upon the leased prerrnses Within 100 days after the dra•ning wen or wells or the 
well or wells completed within 1,000 feet of the leased premiSeS start producing in oomrnercial quantities and shall prosecute such driling with dilegenc:e. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency nghts to forfeiture Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royaHy under applicable statutory 
parameters satisfy the obligation to drill an offset well or wens required under thiS paragraph 

1a FORCE MAJEURE. If, after a good faith effort, Lessee Is prevented from complying With any express or rnplled covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war. rebellion, riots, 
strikes, acts of God. or any vafrd order, rule or regulation of government authonty, then while so prevented, Lessee's obligation to comply With such 
covenant shall be suspended and Lessee shalt not be liable for damages for failure to comply With such covenants; additionally, this lease shall be 
extended while Lessee Is prevented, by any such cause, from conduding drilling and reworlling operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shalt suspend the payment of delay rentals in order to maintain this lease in effed during the primary term 
In the absence of such drilling or reworl<.ing operations or production of oil or gas . 

1g. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
In payments owed on the leased premises, then lessee may redeem the nghts of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premases. If Lessee makes payments on behalf of the owner of the socl under this paragraph, Lessee may recover the 
cost of these payments from the rental and royar.ies due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE If the owner of the sod owns less then the entire undMded sUiface estate in the above 
described land, whether or not Lessee's interest is specified herem, then the royaltJes and rental herein provKied to be paid to the owner of the soil shan 
be paid to him 10 the proportion which his interest bears to the entire undivided surface estate and the royanies and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royaHy or rental due to the Commissioner of the General Land Offioe, Lessee or his authorized representatiVe must subm~ to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the adual interest 
owned by the owner of the soi . The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest However, in no event shall 
the Commissioner of the General Land Office receive as a royaHy on the gross production allocable to the undivided Interest not leased an amount Jess 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS If, during the primary term, a portion of the land covered by this lease IS included within the boundaries 
of a pooled un~ that has been approved by the School Land Board and the owner of the soil in accordance With Natural Resources Code Sedions 
52.151-52154, or 1f, at any lime after the exp1ration of the primary term or the extended term. this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced acoord111Q to the number of acres pooled, released, 
surrendered, or otherv.ise severed, so that payments determined on a per acre basis under the terms of th1s lease during the pnmary term shan be 
calculated based upon the number of acres outslde the bou.ndanes of a pooled urut, or, if after the exp!Olbon of the pri'nary term. the number of acres 
aduaNY retained and covered by this lease. 

21. USE OF WATER Lessee shaD have the nght to use water produced on said land necessary lor opera110ns under this lease except water 
from wells or tanks of the owner of the soil; pi'OV!ded, however, Lessee shall not use potable water or water suitable for livestock or lnigation purposes 
for waterllood operations without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the so11 for damages caused by its operat1ons to all personal property, 
improvements, livestock and crops on said land. 

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

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises without 
the written consent of the owner of the soil. 

25. POLLVTlON. In developing this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
hmiling the foregoing, pollution of coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use of containment 
fadlities suflicient to prevent spUage, seepage or ground water contamination. In the event of poiiUilorl, Lessee shall use a• means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties. Lessee shaY build and 
maintain fences around its slush, sump, and drainage pits and tank battenes so as to proted fivestock against loss, damage or inJury; and upon 
complebon or abandonment of any weu or wels, Lessee shan tilt and level all slush pots and oeaars and completely dean up the drilling slte of aU rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of aft rubbish. cans. bottles. paper ~ or garbage, 
and upon completion of operations shall restore the surface of the land to as near 1ts orig1nal condition and contours as is practicable. Tanks and 
equipment wilt be kepi painted and presentable . 

. 26. REMOVAL OF EQUIPMENT. Subject to lun~ations In this paragraph, Lessee shall have the right to remove machinery and fixtures plaoed 
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 
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iermination of this lease unless the owner of the so~ grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas In paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil The owner of the soil shaD become the owner of any machinery, 
fixtures. or casing which are not limely removed by Lessee under the terms or this paragraph 

ZT. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this lease, the rights and estates of ei1her 
party to this lease may be assigned, in whole or In part. and the provisions of this lease shaQ extend to and be binding upon their hells, devisees, legal 
representatives, suocessors and assigns. However, a change or division in ownership of the land, rentals, or royanles W111 not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, Impair the effectlveness of any payment made by Lessee or Impair the effectlveness or any 
act performed by Lessee. And no change or division In ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satislactory written evidence of the change 
1n ovvnershlp, including the original recorded munlments of title (or a certified copy or such original) when the ovvnership changed because or a 
conveyance. A total or partial assignment of this lease shall, to the extent of the Interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in Its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, acx::ording to the area or each, and failure by one or more of them to pay his share of the rental shal not affect 
this lease on the part of the land upon which pro rata rentals are bmely paid or tendered; however, If the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for ~re to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obhgatlons, liabil~ies. and penantes owed to the State by the 
original lessee or any prior assignee of the lease, including any fiabilities to the State for unpaid roy antes • 

(B) ASSIGNMENT UMITATION. Notwithstanding any provision 1n Paragraph 27(a), If the owner of the 5011 acquires this lease in whole or in 
part by assigNnent 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 forfe1ted by the Commissioner. An assignment wil be treated as if ft were made to the owner of the soil if the 
assignee Is 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary In which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in 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; induding but not limned to a guardian, lnJStee, exe<:Utor, administrator, receiver. or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by mamage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deriVer to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portJon or portions, and be relieved of an subsequent obf~gations as to acreage surrendered. If any part of this lease IS prope1ty 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 
imme<f.ately prior to such surrender; however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If all or any part of this lease Is ass~gned or released, such aSSignment or release must be 
recorded in the county where the land is situated, and the recorded instrumenL or a copy of the recorded instrument certified by the County Clell< of the 
county In which the instrument is recorded, must be filed In the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the nghts acquired under this lease shall be sUbJect to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-descnbed land have been induded in this instrumenL 
Including the statement of the true consideration to be paid lor 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 invafld. 

31. FIDUCIARY DUTY. The owner of the soil owes the Stale a fiduaary duty and must fully diSClose any facts affecting the Stale's interest in 
the leased premises. When the interests of the owner of the SOli connld with those of the State. the ovvner 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 H becomes due, or if Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or driiUng, or if Lessee shall fail or refuse to drill any 
offset wen or wetls in good fa~ as required by law and the rules and regulations adopted by t11e Commissioner of the General Land Office, or if Lessee 
should fall to file reports 1n the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission. or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an authorized agent should knowingly fail or refuse to giVe corre<:tlnformatlon to the proper authonty, or knowingly fad or refuse to furnish the General 
Land Office a COtTectlog of any well, or if Lessee shall knowingly violate any or the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed In the General Land Office as required by law, the rights acquired under this lease shall be subject to forfeiture by the 
Commissioner, and he shall forfeit same when sufficiently Informed of the facts which authorize a forfeHure, and when forfeited the area shall again be 
subject to lease under the terms of the Relinquishment Act. However, noth1ng herein shall be construed as waiving the automatic termmatlon of this 
lease by operation of law or by reason of any special limitation arising hereunder Forfeitures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another intervene upon satisfactory evidence to the Commissioner of the General Land Office of future compf.ance with 
the provisions of the law and or this lease and the rules and regulations that may be adopted relative hereto. 

33. UEN. In acx::ordance with Texas Natural Resouroes Code 52 136, the State shall have a first fien upon an oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royally and other sums of money that may become due under this lease. By acc:eptance of 
this lease, Lessee grants the State, in add~ lo the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security 1nterest in an leased minerals in and extracted from the leased premises, a~ proceeds whJCII may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and a• fixtures on and Improvements to the 
leased premises used 1n connectJon with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
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any covenant or cooditlon of this lease, whether el(press or implied. Th1s lien and security interest may be foreclosed With or Without oourt proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Bus1ness and Commerce Code. Lessee agrees that the CommiSSIOner may require Lessee to 
execute and record such instruments as may be reasonably necessary to ad<nowtedge. attach or perfect thiS lien Lessee hereby represents that there 
are no prior or superior liens arising from and relabng to Lessee's adivlbes upon the abovEKiescnbed property or from Lessee's acqulsitlon of this lease 
Should the Convnlssloner at any time detelmine that this representation is not true, then the Commissioner may declare this lease forlerted as provided 
herein. 

34. POOUNG. Lessee Is hereby granted the right to pool or unitize the royalty interest of the owner of the 5041 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 ol lhe 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 tease satisfies the 
execution requirements stated In Texas Natural Resources Code 52.152. 

35. INDEMNilY. Lessee hereby releases and diScharges the State of Texas and the owner of the soli, their offiCers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective suc:oessors and assigns, of and from all and any aellons and causes of action 
of every nature, or other harm, Including environmental harm, tor which recovery of damages Is sought, Including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be OCOISioned by Lessee's breach of any of the terms or proYislons of this 
Agteemen~ or by any other negligerrt or stnctly labte act or OfiiiSSion of Lessee Further, Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold hannless the State of Texas and the owner of the soil, the1r officers, employees and agents, thell' sua:essors or assigns, against any 
and all dams, liabilities, losses, damages, actions, personal inJUry (including death), costs and expenses, or other harm for which recovery of damages 
is sough~ under any theory including tort. connct. or strict Uabilrty, 1ncludmg attorneys' fees and other legal expenses, 1nclud1ng those related to 
environmental hazards, on the leased premises or In any way related to Lessee's fadure to comply With any and aD env~ronmental laws; those aris1ng 
from or In any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those aris111g 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 ~reement 
or any other act or omission of l essee, Its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee or this Agreemen~ or an interest therein, agrees to be liable for, exonerate, Indemnify, defend and 
hold harmless the State of Texas and the owner of the soli, their offioers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its officers, employees, and agents as desctibed above. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREIN, ALL OF 
THE INDEMNilY OBUGAn ONS ANO\OR UABILtnES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILilY, OR THE 
NEGUGENCE OF ANY PARlY OR PARTIES (INCLUDING THE NEGUGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGUGENCE 
BE SOLE, JOINT, CONCURRENT, ACnvE, OR PASSIVE • 

36. ENVIRONMENTAL HAZARDS. Lessoe 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 sllata, ambient air or any 
other environmental medium In, on, or under, the loased premises, by any waste, pollutan~ or contaminant Lossoe shall not bring or permk to remaln on 
the leased premises any asbestos contalrdng materials, explosives, toxic materials, or substances regulated as hazardous wastos, hazardous materials, 
hazardous substances (as the term "Hazardous Substance" Is defined In the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, state, or local law or regulation (" Hazardous Materials'), except 
ordinary products commonly used In connectlon with oil and gas exploration and development operations and stored In the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL nES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPUCABLE LAW. This tease 1S Issued under the provisions of Texas Natural Resources Code 52 171 through 52.190, commonly 
known as the Relinquishment Ad, and other applicable statutes and amendments thereto, and If any provtslon In this lease does not conform to these 
statutes, the statutes wtl preva~ over any nonconforming lease provisions. 

38. EXECunON. This od and gas lease must be signed and ad<nowledged by the Lessee before k IS filed of record In the county records and 
In the General Land Office of the State ofT exas. Onoe the filing requirements found in Paragraph 3g or this lease have been satiSfied, the effec:IJve date 
of this tease 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 Cleli< ln 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 tease is not effective until a certified copy of this lease (which is made and cert1fied by the County Cieri< from his records) Is filed 1n the 
General Land OffiCe in accordance With Texas Natural Resources Code 52.183. Additionally, th1s lease shall not be binding upon the State unless " 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescnbed filing fee shall 
accompany such certified copy to the General Land Office. 
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ADDENDUM PROVISIONS - #40 thru #42 
40. CONTINUOUS DEVELOPMENT. Aner the expiration of the primaJY term. and notwithstanding paragraphs 16 (A) and 16 (B) above and 

any other provision In this lease to the contraJY, no portion of this lease win terminate K Lessee continues to driB a weD (or wells) anywhere on the leased 
premises with no more than 180 days between the release of the drilling rig on one well and the commencement of actual drilling operations on s 
subsequent well (hereinafter referred to as •continuous drilllngj . Upon the cessation of continuous drilling this lease shall terminate In accordance with 
the other relevant provisions herein. If, however, Lessee has filed with the Texas Railroad Commission, no later than 60 days ptior to the expiration or 
the said 18(Hlay petiod, all requls~e applications to drill the next well in the continuous drilling program, and Lessee Is unable to proceed with drilling 
pending authorization by the Texas Railroad Commission, then Lessee shan be allowed such additional trne as may be reasonably necessart to obtain 
the authorization and thereafter spud the subsequent wen. 

41. DEIA Y RENTALS. As stipulated In Paragraph #3 of this lease, the rentals for this lease have been PAID-UP for the second (2"') and 
third (3") years of the primaJY term hereof. Lessee or~ assigns shan have the right to keep this lease In force and effect for the fourth (4") and fifth (5") years of 
the prim art term provided for herein by tendering a payment of three hundred twenty five dollars ($325.00) per net acre on or before JanuaJY 1, 2011, as 
to any acreage covered hereby and not otherwise being maintained by any other provision herein at such time. Lessee agrees to pay or cause to be paid 
one-half (112) of the delay rentals provided for In this lease to the Commissioner of the General Land Office of the State ofTexas, at Austin, Texas. and 
one-half (112) of such payment to the owner of the soil: 

42. Surface owner makes no warranty of tUie, express or Implied, except by, through or under surface owner, but agrees that Lessee, at Us 
option, may discharge any tax, mortgage, other lien upon said land, and In the event Lessee does so, It shall be subrogated to such lien wUh the right to 
enforce the same and apply royalties accruing hereunder toward satisfying same. Without Impairment of Lessee's rights under the warranty In the event 
of failure of title In whole or In part, H Is agreed that If surface owner does not own, or have the right to lease, the entire mineral estate herein purported 
to be leased In the land above described, then the roya"les and any other sums payable hereunder shall be reduced proportionately. 

IN WITNESS WHEREOF, this instrument is executed on the date first above written. 

LESSEE 

PINNACLE LAND SERVICES, INC. 

Title: PRESIDENT 

D•••= I- 2.'4 -2.ooll 

LESSOR 

STATE OF TEXAS 

Data:__,__( 1-!./J.....:.'i...!../..;..::c'l.CO=--_B _ _ 
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STATE OF TEXAS 

COUNTY OF ATASCOSA } 
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BEFORE ME. the undersigned authority. on this day personally appeared CINDY G MERCER. known to me to be the person whose name is 
subscribed to the foregoing Instruments as President of Pinnacle Ulnd Serv~s. lne. and acknowledged to me that she executed the same for 
the purposes and consideration therein expressed, In the capacity stated. and as the act and deed of said corporation. 

Jo,.~o•'l· 'lOO'i 
Given under my hand and seal of otfrce this the 2. ~ ~ day of~ 'tee!' 

~ ~ c b.."'-""' NOtaryPUc In and for 
The State o TEXAS 

STATE OF TEXAS 

COUNTY OF HARRIS 

BEFORE ME, the undersigned authority, on this day personally appeared RICHARD C. JENNER. known to me to be the person whose name 
is subscribed to the foregoing Instrument. and acknowledged to me that he executed the same for the purposes and consideration therein 
expressed. 

. I ::J/J!IU 11 ,e'l 
Grven under my hand and seal of otfrce this the / S:u_ day of~ fr»J 

YIL!#, --===-'1 2:.!8~1:...__ 

/ilff 1'\<t~kl tlfi:I'W lf'H i{:>l .~ 'I fl~ Itt .>11 i.. ,<81'tJt.. 
011 US( tlf THE DE.SCRtBEO REAl. PIIOP£RIY ll(CAUS£ ~ .COUJ, 
Oil 11A1:E IS IIIVAI.IO .1110 IJII£WMCf Nlli U.'llllfJl FEIOAI. 
1M 

FILED :roa UCOilD 01r DIE 4 TB DAY 01'_--.,;AP=-RI=L=--_____ A. D. 2008 11 : 09 A. M. 

1~1 

D'S~-~----9-.-TB __ DAY OI' __ AP_ R_I_L ____ _ __;A.D. 2008 1 : 00 P. M. 

BT .__Q,~o 1 v , DKPUTY DIA..MNE O. I'LOU.Z, COUNTY CLERK 
UEVES COUNTY, , TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and f01ego.ng is a fuU. true and correct photographic copy of the 
ong1nal record now 111 my lawful custody and possesSIOil. as lhe, :;a111e IS 
file<Ureco~1 j the r.n iecords of mF offocet found VI VOL I nu . 
PAGE_. THRU . 0 Fl l.AfrntSlffi!C 

.~ lherebycertlfiedon 04 / 11/ 2008 _ 

l~~~~l\ DtANNEO. FLO~t-{TY ERK \_,,._ $l ~REEVES COUN , 

'·~.r . ~ " ~(" PUTY 
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