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Transactim # 6268 

Lessor: Que Pasa Cattle Company, L.L.C. 

Lessee: Pinnnacle Land Services, Inc. 

LEASE IISCRIPTION 

County 
REEVES 

TERMS OFFIRm 

Primary Term: 

Bonus/A~a: 

Rental/ Acre: 

Royalty: 

5 years 

1/4 

PIN# 
07-109103 

$400.00 

$1.00 

HAL REVIEW SHEET 

Gootooist: R. Widmayer 

Lease Date: 5/8/2008 

Gross AcreS: 520 

Not AcreS: 520 

Base Ale No Part Sue. Bloa< Twp SUrvey 
93100 N/2, SWN, 2 

NW/'-1 St:/'"f 

TERMS RECOMMENIID 

Primary Term 

Bonus/ Acre 

Rentai/A~e 

Royalty 

55 03S T & P RY CO 

5 years 

$400.00 

$1 .00 

1/4 

u~ o 

Abst# 
2230 

COMPARISONS 

MF# Lessee Date Term Bonus/Ac. Rllltal/Ac. Roy~ty DistamJ 

MF106716 Chalfant Properties, Inc. 2/9/2006 5 years $350.00 $1.00 1/4 

L_ - _______ __J ~--

[ 

COmmllltS: Delay rentals are paid up for the 2nd and 3rd years. 4th year rental will be $400.00 per acre and will pay 
up the 5th year. 

Approved~A~ 7·14·oe 

Monday. July 14, 2008 

LastLoaso 

Adjacent SE 



RELI QUL. HMENT ACT LEASE APPLI A TION 

Texas General Land Office Jerry Patterson Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Pinnnacle Land Services, Inc. 

Prim. Term : 5 years Bonus/Acre 

Royalty: 11-+ Rental/ Acre 

Consideration 

DATE: 

County: 

$400.00 

Sl.OO 

Recommended: ?A\3> 
ot Recommended: 

Date: 7· I 4- • CJ 6 

--- -

14-Jul-08 

REEVES 

Comments: Delay rentals are paid up for the 2nd and 3rd years. 4th year rental will be $400.00 per acre and wi ll 
pay up the 5th year. 

~eForm 
Recommended: f~J!J Date: 7/-z. v(~8 

ot Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: Lf......~ 

ot Recommended: - ---
Bill Warnick, General Counsel 

Recommended: /,.flfiJ 
ot Recommended: ----

Approved: - .AC.----=--

rot Approved: ___ _ 

Date: -r I~ 1 foe 

Date: 

Date: b 4 ~(:;, c;g 
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FILE# 2533 

THIS AGREEMENT is made and entered into this 5th day of May, 2008, between the State of Texas, act1ng by and 
through its agent, QUE PASA CATTlE CO., L.L.C. of 11306 N. CR 31, BIG SPRING TEXAS 79720 said agent herein 
referred to as the owner of the soil (whether one or more), and PINNACLE LAND SERVICES, INC., P.O. 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 soi, hereby grants. leases and lets unto Lessee for 
the sole and only purpose ol prospedlng and driling for and produdng 0t1 and gas, laY'"Q pope hnes. buildong tankS, stonng od and buold1f19 power 
slabons, telephone ~nes and other strudures thereon, to produce, saw, lake care of, tteat and transport saod produas of the lease, the following lands 
seuated 11 ~County, State of Texas, t~ 

N/2, SW/4, NW/4 SE/4 of Section 2, A-2230, Block 55 T -3, T&P Rwy. Survey. 

Conta11ng ~ acres, more or less The bonus consideratiOn paod for ths lease s as follows 

To the State of Texas ONE HUNDRED FOUR THQUSAND DOl lABS AND QQ/tOO 

($ 104,000.00) 

Totheownersofthesol ONE HUNDRED FOUR THOUSAND OOlL,ARSAND 00/100 

($104,000.00) 

Total bonu1S oonskle<abon ofllNQ HVNOREQ E!GHIJl10USANQ 00UARS AND 00'100 

($208,000.00) 

The total bonus consoder'aloon paid represeniS a bonus of FOUR HUNDRED OOLLABS AND 00'100 

($400.00) per acre, on~ net aaes. 

2. TERM Subfe<1 to the OCher p!OYISIOOS 11 ttus lease, thos lease shal be for a term of ~ears from thos date (herelll called "prmary term1 and as 
long thereafter as 0t1 and gas. or eother of them. IS produced In payong quantities from saod land As used on thos lease, the term •produced 111 payong 
quanblies" means that the receipts from the sale or Olher authorized commeraal use of the substance(s) covered exceed out of pocket operational 
e>penses for the SIX months last past 

~ 
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3. DELAY RENTALS If nowea IS commeuced on the leased premises on Of before one (1) year from thiS date, thiS lease shal terminale. unless on or 
before such anniversaf)' date Lessee shall pay or tender to the owner of the soil or to his credh In the Bank, at -----------­

PAY PIRECTLY TO THE OWNERS OF THE SOIL 
01: b SUCC8$S()I$ (lollic:h shal Olli"Olue as the depository regardless r:A changes on the ownership r:A saod land), the amount speofied below; in addbln Lessee 
shall pay01:tendertothe COMMISSIONER OF THE GENERAl LANOOFFtCE Ofll£ STATE OF TEXAS, AT AUSTIN, TEX.I\5, a li<e sum on Of before saod 
dale Paymenb under this paragraph shaD operate as a rental arod shal cowr the pnvilege ofdefemng the commencement of a wellorone (1) year from said 
date Payments under this paragraph shall be in the followmg amounts: 

Tothe~ofthe~1· _ _xS~EE~AP~D~E~N~D~U~M~!4~1L----------------------------------

Dollars ($ _______ ___, 

To the State of Texas ----------------------------------------------------

Dollars ($ --------' 

Total Delay Rental:---------------------------------------------

Dollars ($ ---------.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 the primal)' temn. All payments or tenders of rental to the owner of the soil may be made by chedl 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 desiQnated 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 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 Of tenders 

4 PRODUCTION ROYAL TIES. Upon produellon of ool and/or gas, Lessee agrees to pay or cause to be paid one-half(112) of the royalty 
provided for In thos lease to the Convnissioner of the General Land Office of the State of Texas, at Austin, Texas, and one-ha~ (112) of sud1 roya~ to the 
owner of the soil· 

(A) OIL Royalty payable on oil, which is defined as 111dudong aU hydrocarbons produced •n a liqUid form at the mouth of the welt and also as 
au oondensate, dostillate, and other liquid hydrocarbons recovered from ool or gas run through a separator or other eqwprnent, as hereinafter proVIded, 
shall be 1/4 part of the gross prodUdlon 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 hoghest posted price, plus premium, 1f any, offered or paid for otl, condensate, d1stillate, or other !quid 
hydrocaibons, resped!Vely, of a like type and gravity in the general area where produced and when run, or 2) the highest matl<et pnc:e thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever os the greater lessee agrees that before 
any gas produced from the leased premoses IS sold, used or processed 111 a plant, rt Wll be run free of cost to the roya~ ~ through an adequate ool 
and gas separator of conventional type, or other equipment at least as effioent, so that al lquod hydrocarbons recoverable from the gas by sud1 means 
will be recovered The reqwement that such gas be run through a separator or other equ1prnent may be wa1ved, in wn1Jng, by the royalty owners upon 
sud1 terms and conditions as they prescribe 

(B) NON PROCESSED GAS Roya~ on any gas (111dud1ng llared gas), whiCh Is defined as an hydrocarbons and gaseous substances not 
defined as ott in subparagraph (A) above, produced from any weU on said land (except as proVIded here1n wrth respect to gas processed 1n a plant for 
the extraction of gasoline, liquid 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 CommissiOner of the General Land Office, such value to be based on the h!Qhest marl<et pnc:e paid or offered for gas of 
~ble quality 111 the general area where produced and when run, or the gross price paid or offered to the producer, whichever os the greater, 
provided that the maximum pressure baiSe 1n measunng the gas under thos lease shal not at any time exceed 14.65 pounds per square 1nch absolute, 
and the standard baiSe temperature shall be sixty (60) degrees Fahrenhert. con-edlon to be made for pressure aax>rding to Boyle's Law, and lor spedf\c 
gravity aooordmg to tests made by the Balance Method or by the most approved method or tesbng being used by the industry at the time of testing 

(C) PROCESSED GAS. Royalty on any gas processed 1n a gasolme plant or other plant for the recovery of gasoline or other lquld 
hydrocarbons shal be 1/4 part of the residue gas and the bqwd hydrocarbons extraded or the marl<et value thereof, at the option of the owner of the 
so1l or the Commissioner of the General land Office All royanies due here1n 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 accnJtng to lessee, whichever IS the 
greater, of the total plant productiOn of loquid hydrocarbons attnbv1able to the gas produced from th1s lease, proVIded that rf !quod hydrocarbons are 
recovered from gas processed in a plant in which lessee (or Its paren~ subsid'l81)' or affiliate) owns an interest, then the percentage applicable to hqwd 
hydrocarbons shall be fifty percent (50%} or the highest percent accru1ng to a third party processing gas through such plant under a proc:ess1ng 
agreement negotiated at arm's length (or if there is no sud1 third party, the highest percent then be1ng speafied 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 h!Qhest marl<et 
pnc:e paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross pnc:e paid or offered for such residue 
gas (or the welghted average gross seUing price for the respedNe graides of liquid hydrocarbons), whichever IS the greater In no event, however, shall 
the royalties payable under this paragraph be less than the royaltJes 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 manufactured from gas (excepting liquid 
hydrocaibons) whether said gas be "casinghead," "df)'," or any other gas, by fractlot'labng, bum1ng or any other processing shal be 1/4 part or the gross 
production of such products, or the marl<et value thereof, at the option or the owner of the soli or the Commissioner of the General Land Office, such 
marl<et value to be detemnined as follows: 1) on the basis or the highest marl<et price or each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product lor the same month in which such products are produced; whichever Is the 
greater. 

5. MINIMUM ROYALTY During any year after the expiration or the pnmaf)' term or thos lease, ~ thiS lease Is maintained by produdiOO, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; otherw~se, there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 

• • . . . . 
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amount of royalties paid dunng the preceding year. If Paragraph 3 of thiS lease does not speofy a delay rental amount then for the purposes of thiS 
p8lllgllpll. the delay rental amount shall be one dollar ($1.00) per aae. 

6 ROYALTY IN KINO Nolw1thstanding any other provision in th1s lease. at any t1me or from t1me to lime. the owner of the soil or the 
Corrrnossooner ot the General Land Oft\ce may, at the opbon of either, upon not lesS than sixty (60) days notiCe to the holder of the lease, requ1re that the 
payment ot any royalties acx:t\Jing to such royalty owner under this lease be made 1n kind The owner of the SOtfs or the CommiSSioner of the General 
Land Oflice's right to take its royalty in kind shall not diminish or negate the owner of the soirs or the Commissioner of the General Land Office's nghts 
or Lessee's obligations. whether express or implied, under this lease. 

7 NO DEDUCTIONS. Lessee agrees that all royaltJes aocnnng under th1s lease (includ1ng those paid 1n kind) shall be wrthout deduction for 
the oost of producing. gathering, storing, separating, treating, dehydrating, oompressing, prooessing, transpor1ing, and otheiWise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to oompute and pay royaltJes on the gross value receiVed, Including any reimbursements 
for severanoe taxes and productJon 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 luel 
used to process gas produced hereunder in any prooessing 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 hft purposes on the leased prem1ses or for 
injection 1nto any oil or gas producing formabon under1}'1ng the leased premiSeS after the liquid hydrocarbons oontained in the gas have been removed, 
no royatties shall be payable on the recycled gas until it is produced and sold or used by Lessee 1n a manner which entitles the royalty owner1> to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royanleS not taken 1n kind shall be paid to the CommiSSioner of the General Land Office at 
Austin, Texas, in the following manner. 

Payment of royalty on productJon of Otl and gas shall be as provided in the rules set forth in the Texas Reg1ster Rules axrently pnlVIde 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 1n the General Land OffiCe on or before the 15th day of the second month 
succeeding the month of production, accompanied by the affidav~ of the owner, manager or other au1horized agent, oompleted in the form 
and manner prescribed by the General Land Office and showing the gross amount and d1Sp0SIIlon of an Otl and gas produced and the 
mar1<.et value of the oil and gas. together with a oopy of an documents, records or repor1s oonfirming the gross product>on. d1SP051b0n and 
mar1<.et value including gas meter readings, pipeline receipts. gas line rece1pts and other chedls or memoranda of amount produced and 
put 1nto pipelines, tanks. or pools and gas lines or gas storage. and any other repor1s or records which the General Land Office may 
require to verify the gross production, d1sposrtion and market value. In all cases the au1honty of a manager or agent to ad for the Lessee 
herein must be filed in the General Land Office. Each royalty payment shall be accompamed by a check stub. schedule, summary or other 
remrttanoe 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 royany payment which is over thirty (30) days late shall accrue a penany of 10% of the royatty due or 
$25.00 whlehevet IS greater. In addition to a penalty, royaltJes shall accrue interest at a rate of 12% per year. such Interest Will beg1n to 
accrue when the royatty is sixty (60) days overdue. Affidavrts 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 responsibil~y for paying or causing royalties to be paid as prescnbed by the due date 
provided herein. Payment of the delinquency penalty shall in no way operate to proh1bit the State's nght of forferture as proVIded by law 
nor ad to postpone the date on which royanies were orig1nally due. The above penalty provisions shall not apply in cases of title d1spu1e as 
to the State's por1ion of the royalty or to that portion of the royalty in d1spu1e as to fa1r marl<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS lessee shall annually furnish the Commissioner of the General Land OffiCe 
wrth rts best possible estimate of 011 and gas reserves under1}'1ng this lease or allocable to th1s lease and shall fum1sh said Commissioner wrth oop1es of 
all oontraels under which gas is sold or processed and all subsequent agreements and amendments to such oontraels Wlthm 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 oonfidence by the General Land Office unless otherwise authorized by Lessee. All other oontracts and records perta101ng to the production, 
tranSpor1abon, sale and marl<eting of the Ott and gas produced on said prem1ses, including the books and accounts, rece1pts and diScharges of all wells, 
tanks. pools, meter1>. and pipelines shall at all times be subjee1 to inspection and examination by the Comm1ssioner of the General Land Office. the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS. DRILLING RECORDS. Written notice of all operatiOns on thiS lease shall be submitted to the Comm1ss1oner of the General 
Land Office by Lessee or operator five (5) days before spud dale, workover, llH!ntry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include oopies of Railroad Comm1SS1on forms for apphcat1on to drill Copies of well tests, 
oompletion reports and plugg1ng repor1S shall be supplied to the General Land Office at the bme they are filed wrth the Texas Railroad Convn1ss10n All 
applications. pennits, reports or other filings that reference th1s lease or any speafic 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 title. Adld~ionally, in accordance mh 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 wrth any records, memoranda, accounts. reports, cuttings and cores, or other 
informabon relative to the operabon of the above-Oescribed 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 radlOactivity 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 of said survey 

(C) PENAL TIES. Lessee shall mcur a penalty whenever reports, documents or other matenals are not filed in the General Land Office when 
due. The penany 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. 

t 1. DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the pnmary term hereof and prior to disoovery 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 
aelual production of oil or gas from the leased prem1ses such productiOn thereof should cease from any cause, this lease shall not terminate if on or 
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before the expiratiOn of s1xty (60) days from date of completion of sa1d dry hole or cessatton of production Lessee commences additiOnal drilling or 
reworl<ing operations thereon. or pays or tenders the next annual delay rental m the same manner as prOII1ded 1n this lease If, dunng the last year of the 
prmary term or within socty (60) days pr10r 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 operallons unltl the expiration of the primary term, and if Lessee has not resumed 
produdloo in paying quantities at the expiration of the pnmary term, Lessee may maintain th1s lease by conducting addrt10nal dnlltng or rewoll\ing 
operations pursuam 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 subsequem well drilled on the above described land be completed as a shut-in oil or gas well with1n the pnmary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provtded herem on or before the rental pay1ng date fotfov.olng the exptration of siXty (60) 
days from the date of complebon of such shut-in oil or gas wen and upon the failure to make such payment, this lease shall ipso facto term1nate If at the 
expiration of the primary term or any bme thereafter a shut-in Ofl or gas well IS located on the leased premtseS, payments may be made 1n accordance 
wrth the shut-in provisions hereof 

12. DRIWNG AND REWORKJNG AT EXPIRATION OF PRIMARY TERM If, at the expirabon of the pnmary term, netthe< oil nor gas IS belng 
produced on said land, but Lessee is then engaged 1n driling or rewollung operauons thereon, this lease shaft rema1n In force so long as operauons on 
said well or for drilling or rewoll\lng of any additional wells are proseaJted in good farth and in WOII<manltke manner W1thout interruptions totaltng more 
than stxty (60) days dunng any one such operabon, and if they result ., the produCiton of oil and/or gas. so long thereafter as 011 and/or gas IS produced 
1n paying quantrties from satd land, or payment of shut~n 011 or gas wen royalties or compensatory royalties IS made as prOII1ded 1n thiS lease 

13. CESSATION, DRILLING, AND REWORKJNG. If, after the exp1ratton of the pnmary term, product1on of 011 or gas from the leased 
premises, after once obtatned, should cease from any cause, this lease shall not terminate if Lessee commences addillonal drilling or reworking 
operations within sixty (60) days after such cessation. and this lease shall rema1n In full force and effed for so long as such operabons conttnue 1n good 
farth and 1n workmanlike manner Without Interruptions totaling more than Sixty (60) days If such drilling or reworking operatiOns resuh in the produclton 
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 paytng quantrties 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 dnlltng or rework1ng 
operations result in the completton of a well as a dry hole, the lease will not term1nate 1f the Lessee commences add1ttonal dnlltng or reworking 
operations within sixty (60) days after the completion of the weU as a dry hole, and thiS lease shall rema1n in effect so long as Lessee conbnues drilling or 
reworking operations 1n good farth and 1n a WOII<manltke manner Without ll'lterrupbons tOiabng more than socty (60) days Lessee sha• gtve wntten oottce 
to the General Land Office wrth1n th1rty (30) days of any cessation of productiOn 

14. SHUT -IN ROYAL TIES For purposes of this paragraph, "weir means any well that has been 8SS1Qned a~ rn.mber by the state agency 
having jurisdiction over the productiOn of 011 and gas If, at any tme after the explratton of the prvnary term of a lease tha~ unW belng shut In, was belng 
maintained in force and effed, a well capable of producing oil or gas 1n paytng quantrtJes is located on the leased premoses, but oil or gas IS not belng 
produced for tad< of suttable productiOn faolttJes or lad< of a surtable marke~ then Lessee may pay as a shut-1n oil or gas royahy 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 1n paying quantibes II 
Paragraph 3 of this lease does not specify a delay rental amou~ then for the purposes or th1s paragraph, the delay rental amount shall be one dollar 
($1 .00) per aae. To be etred!ve, each Initial shut-in oil or gas royahy must be paid on or before: (1) the expirauon of the primary term, (Z) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a dnlltng or reworking operatton in accoroance 
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 royahy Is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the pnmary term, or from the first day of the month folfov.olng the month 1n whiCh 
production ceased, and, after that, if no su1table production lactlrttes or su1table market for the 011 or gas ex1sts, 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 penod the lease IS kept in effect by payment of the shut~n oil or gas royahy, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1,000) feet or the leased premoses and completed ., the same produong 
reservotr, or in any case n which dra1nage IS oocumng, the nght to contll'lue to maintam the lease by paytng the shut~ oil or gas royahy shaft cease, but 
the lease shall rema1n effectJve for the rema1nder of the year for which lhe royahy has been paid The Lessee may ma1nta1n the lease for four more 
soocesstve years by Lessee paytng connpensatory royahy at the royahy rate provided In the lease or the market value of produdlon from the wen caus.ng 
lhe dra1nage or which IS completed In the same producing resetvOtr and W1thin one thousand ( t ,000) feet of the leased premiSes. The compensatory 
royahy IS to be paid monthly, one-half (112) to the Convmsstoner of the General Land Office and one-half (112) to the owner of the socl, begtnning on or 
before the last day of the month folfov.olng the month 1n which the oil or gas 1s produced from the weU causing the drainage or that IS completed in the 
same producing reservOir and located with1n one thousand ( 1 ,000) feet of the leased premiSeS. If the compensatory royahy patd in any 1 Z-month period 
Is an amoum less than the annual shut-In oil or gas royahy, Lessee shall pay an amount equal to the difference W1thin thirty (30) days from the end of the 
12-month period. Compensatory royahy payments which are not timely patd wtll ac:aue penahy and interest 1n accordance W1th Paragraph 9 of th1s 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissione(s written approval, the paymem 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provtsiOO of this lease to the contrary, after a well produang or capable of producing oil or 
gas has been completed on the leased prem1ses, Lessee shall exerase the d11igence of a reasonably prudent operator '" dnft1ng such additiOnal wen or 
wells as may be reasonably necessary for the proper development of the leased premises and 1n marketing the produdlon thereon 

(A) VERTICAL In the event this lease Is in force and effed two (2) years after the exptrabon date or the pnmary or ell1ended term rt shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 aaes surrounding each 011 well capable or produang 1n paying quantrttes and 320 aaes 
surround1ng each gas wen capable of producing Ill paytng quantrtJes (llldud1ng a shut~n 011 or gas well as provided in Paragraph 14 hereof), or a wen 
upon which Lessee Is then engaged In conbnuoos drilling or reworking operations, or (2) the number of acres included in a produong 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 ror produclttOn 
purposes to a prorabon unit for each such produang well under the rules and regulabons of the Railroad Comm1sslon of Texas, or any successor 
agency, or other governmental authority having jurisdiction If at any time after the effective date of the partial termination provtslons hereof, the 
applicable field rules are changed or the well or wells located thereon are redassified so that less aaeage 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 productton 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 1ngress 
to and egress from the lands still subject to this lease for all purposes descnbed 1n Paragraph 1 hereof, together wrth easements and rights-of-way for 
existing roads, eldsting pipeltnes and other existing facilities on. over and across all the lands desaibed in Paragraph 1 hereof ("the retained lands'), for 
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access ID and rrom the retained lands and fof the gatheong or transportallOn of oil, gas and olher monemls produced rrom the re1aned lands 

(B) HORIZONTAL In the event this lease is on force and effed two (2) years after the exporabon date of the pnmary or extended tenn ~ shan 
fLf1her ..,.,._as to al depths below 100 feet below the total depth dnlled (heretnafter "deeper depths") In each well located on acreage retaoned 1n 
Paragraph 16 (A) above. unless on or befofe two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus ongona1y paid as conside<ation for thiS lease (as speofied on page 1 hereof). If such amount is paid, this lease ShaH be m force and effect as to 
such deeper depths, and said termination shall be delayed fof an additional period of two (2) years and so long thereafter as 011 or gas IS produced In 
paywlg quantrtJes rrom such deepef depths covered by this lease 

(C) IDENnFICAnON AND FlUNG. The surface acreage retained hereunder as to each well shall, as nearly as pradJcal, be 1n the loon of a 
square wtth the well located 1n the center thereof, or such other shape as may be approved by the CommiSStoner of the General Land Office Wlthm 
thirty (30) days after partial tenntnallOn of this lease as provided heretn, Lessee shan execute and recoro a release or releases conlalntng a sallsfactory 
legal descnpbon of the acreage and/or depths not reta~ned hereunder. The recorded release, or a certified copy of same. Shall be filed in the General 
Land Office, acx:omparued by the fihng fee presaibed by the General land Of!ice rules 1n effect on the date the release rs 1\led. If Lessee falls or refuses 
lo execule and record such release or releases within nmety (90) days after bemg requested to do so by the General Land Office, then the 
Commissioner at h1s sole d1screhon 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 1n 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 patd, or to be paid. under th1s lease shall relieve Lessee of h1s obltgation 
to protect the oil and gas under the above-<lescribed land from being dra1ned Lessee, sublessees, rece1ver or other agent 1n control of the leased 
premises shall dnll as many wells as the facts may justify and shall use appropnate means and drill to a depth necessary to prevent undue dra1nage of 
oil and gas rrom the leased premiSeS In addrtJon, If 011 and/or gas should be produced 111 commeroal quanlllleS wtth1n 1,000 feet of the leased prermses. 
or in any case where the leased premiSeS IS be1ng dratne<l by produdlon of 011 or gas, the Lessee, subllessee. recerver or other agent in control of the 
leased premises shall in good faith beg1n the dnlling of a well or wells upon the leased premiSeS wtlh•n 100 days after the dratn1ng weK or welts or the 
well or wells completed withtn 1,000 feel of the leased premiSeS start producing on oorrvnercial quanlrtles and shall prosecute such driling With diligence 
Failure to satisfy the statutory offset obligat1011 may subject thiS lease and the owner of the soil's agency nghts to forf~ure On.ly upon the determonabon 
of the Comm1ss10ner of the General Land Office and wi1h his wntten approval may the payment of compensatory royalty under applicable statutory 
parameters sabsfy the obltgabon to dnll an offset well or wells requ.red under th1s paragraph. 

18. FORCE MAJEURE. If, after a good farth efforL Lessee IS prevented rrom complying wi1h any express or mplted covenant of th1s lease. 
from conducting dnlling operations on the leased premises, or from prodUCing oil or gas from the leased prem1ses by reason of war, rebelliOn, riots. 
strikes, acts of God, or any valid order, rule or regulation of government authonty, then while so prevented, Lessee's obltgation to comply wtth such 
covenant shall be suspended and Lessee shall not be liable fof damages tor failure to comply wrth such covenants, additionally, this lease shall be 
extended while Lessee IS prevented, by any such cause, rrom conducting dnflll1g and reworking operallOnS or from produang od or gas from the leased 
premiSeS. However, nothing tn th1s paragraph ShaH suspend the payment of delay renlals 11 oroer to ma1nta1n thiS lease 111 effect dunng the pnmary term 
tn the absence of such driDing or rewol1ung operationtS or prodUCIJon of 011 or gas 

1g WARRANTY CLAUSE The owner of the soil warrants and agrees to defend title to the leased prermses If the owner of the soil defaults 
in payments owed on the leased prermses, then Lessee may redeem the nghts of the owner of the solimthe leased prermses by pa)'1119 any mortgage, 
taxes or other liens on the leased prermses If Lessee makes payments on behalf of the owner of the SOli under thiS paragraph, Lessee may recover the 
cost of these payments from the rental and royalbes due the owner of the SOli 

20 (A) PROPORnONATE REDUCTION CLAUSE If the owner of the SOli owns less !han the enttre und1VIded surface estate 1n the above 
descnbed land, whether or not Lessee's mterest IS speafied heretn, then the royaiUes and rental here1n proVIded to be paid to the owner of the sod shall 
be paid to hm tn the proportion whiCh hcs 1nterest bears to the enbre undiVIded surface estate and the royalttes and rental here1n proVIded to be paid to 
the CommtSStoner of the General land Office of the State of Texas shall be hkewtse proporbonately reduced However. before Lessee adJUSts the 
royalty or rental due to the CommiSSIOner of the General land Office. Lessee or hiS authorized representabVe must subm~ to the CommiSSIOner of the 
General land Of!ice a wntten statement whiCh ~ the d15Ct'ep8ncy between the 111terest purportedly leased under thiS lease and the adual 11teres 
owned by the owner of the soil The Commissioner of the General Land Of!ice shaD be paid the value of the whole prodUCIJon aJiocable ID any undMded 
interest not covered by a lease, less the proportionate devetopment and produdlon cost allocable to such undivided nterest However, 11 no event shaD 
the Corrmlssloner of the General Land Of!ice recetve as a royalty on the gross producllon allocable to the undivided nterest not leased an amount less 
than the value of one-sorteenth (1/16) of such gross produdlon 

(B) REDUCnON OF PAYMENTS. If, during the pnmary term, a portion of the land covered by thiS lease is 1nduded wtth1n the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soli 1n accordance wtth Natural Resources Code Sed10ns 
52.151-52 154, or if, at any !IlTle alter the expiration of the pnmary term or the extended term, this lease covers a lesser number of acres than the total 
amount descnbed herem, payments that are made on a per acre basiS hereunder shall be reduced aocord1ng to the number of acres pooled, released. 
surrendered, or otherwtse severed, so that payments determined on a per acre bastS under the terms of thts lease dunng the prmary term shall be 
calculated based upon the number of acres outside the boundanes of a pooled uM, or, if alter the exp~rabon of the pnmary term, the number of acres 
actually reta1ned and covered by thiS lease. 

21. USE OF WATER. Lessee shall have the nght to use water produced on said land necessary fof operallOnS under th1s lease except water 
rrom wells or tanks of the owner of the SOtl, provided, however, Lessee shall not use potable water or wa1er su~ble fof hvestocll or 1mgatton purposes 
fof water11ood operabons Without the prior consent of the owner of the so~. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the so1l for damages caused by Its operations to all personal prope11y, 
Improvements, livestocll 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 LOCA nON LIMIT No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premiSes wrthout 
the wntten consent of the owner of the soil 
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25. POLLvnON. 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 waterways, rivers and impounded water shall be prevented by the use of containment 
facilities suflicientto prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture an escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pMvate properties. Lessee shall budd 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 fiU and level all slush pits and cellars and completely clean up the dnlling site of all rubbish 
thereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles. paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condibon and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of th1s 120-day period. However, Lessee may not remove CSSlng from 
any well capable of produdng oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing unbl 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 sod shall become the owner of any machinery, 
fixtures, or casing which are not trnely 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 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 division in ownership of the land, rentals, or royalbes wiU not enlarge the obligabons of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness or any 
act performed by Lessee. And no change or divis100 in ownership of the land, rentals, or royalties shall bind Lessee for any purpose unbl th1rty (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 ownersh1p changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more or 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 faHure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities, and penalties owed to the State by the 
original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

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

( 1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsld1ary, 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership, 
(4) a principal stockhok!er or employee or 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 fidudary for the owner of the soil; including but not lrnited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the SOli by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions, and be relieved of all subsequent obligations as to 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 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 a=uect 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 assigrrnent or release must be 
recorded in the county where the land is s~uated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county In which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. if any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General land Office. 

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

31. FIDUCIARY DUTY. The owner 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 so1l 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 ~ becomes due, or if Lessee or an 
aU1horized 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 wen or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General land Office. or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General land Office, the School 
land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or 
an aU1ho!ized agent should knowingly fail or refuse to give correct information to the proper authority, or knOWingly fail or refuse to furnish the General 
land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed in the General land Office as required by law. the nghts acquired under this lease shall be subject to forfeiture by the 
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Comnosslone<, and he shaM lorlert same when suffioenUy infOITTled of the facts which authonze a forterture, and when forlerted the area shall aga1n be 
54.qect to lease under the tenns of the RelinqUishment I'd. However. noth1ng herein shall be construed as waJVlng the automatiC tenmnatton of thiS 
lease by oper.ltion ot law ex by reason of any speaallmllatlon atlSlng hereunder Forteitures may be set aside and thiS lease and am nghts thereunder 
reinslaed before the nghts ot another intervene upon saiiSfac:lcxy evidence to the CommiSSIOOef of the General land Office of future axnphance wrth 
the pt'OYISIOOS of the law and of thiS lease and the rules and regulatJons that may be adopted re!atrve hereto 

33. UEN In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon al od and gas produced from the 
area CO\Iefed by ttus lease to secure payment of al unpaid royalty and Olher sums of money that may become due under thiS lease By acceptance of 
this lease, lessee grants the State, on addlbon to the lien provided by Texas Natural Resources Code 52 136 and any other appltcable staMcxy IIIlO, an 
express contractual lien on and secunty 1nterest 1n all leased m1nerals 111 and extracled from the leased preiTliSes, aa prooeeds whiCh may accrue to 
Lessee from the sale of such leased rrnnerals, whether sUCh proceeds are held by lessee ex by a third party. and an fixtures on and ~ts to the 
leased premoses used 1n conne<:llon wrth the prodUCIJon or proc:ess.ng of sUCh leased m1nerals •n cxder to secure the payment of aU royai!Jes or other 
amounts due or to become due under lhts lease and to secure payment of any damages ex loss that lessor may suffer by reason of Lessee's breac:tl of 
any covenant or c:ondmon of thos lease, whether express ex ~led ThiS lien and sec:unty 111terest may be foredo6ed wrth or Without court proceed.ngs 1n 
the manner provided in the Tille 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may requllt! Lessee to 
execute and record sUCh insttvments as may be reasonably necessary to ad<nowtedge, attach ex perfect thiS lien Lessee hereby represents that there 
are no pnor ex superior liens arising from and relating to Lessee's activities upon the above-<lesoibed property or from Lessee's acquismon of thiS lease 
Should the Commissioner at any time detenn111e that th1s representation IS not tnJe, then the Commissioner may declare th1s lease forterted as provided 
herein. 

34. POOUNG. Lessee is hereby granted the nght to pool or unrtLZe the royalty Interest of the owner of the sod under thiS lease wrth any other 
leasehold or mineral interest for the exploration, development and production of od 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 unitlz1ng of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52 154 The owner of the sod agrees that the 1ndus1on of th1s prOVISIOn 1n th1s lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52 152 

35. INDEMNITY Lessee hereby releases and doscharges the State of Texas and the owner of the sod. thetr officers. employees, partners, 
agents, contractors, subc:ontrac:tors, guests, lnvrtees, and thetr respedlve successors and aSSigns, of and from aH and any ac:ttons and causes of action 
of every nature, or other hann, including environmental hann, for whiCh rec:tJvery of damages IS sought, 1nclud1ng, but not limned to, all losses and 
expenses whiCh are caused by the ac:lrvtties of Lessee. ns officers, employees. and agents atlSlng out of. onodentalto, ex resulllng from, the operattons 
of ex for Lessee on the leased premoses hereunder, ex that may anse out of ex be oc:casiOfled by Lessee's breac:tl of any of the tenns ex proviSIOilS of thiS 
J\gfeemenL ex by any other negligent ex stridly liable act ex omiSSion of Lessee Further, Lessee hereby agrees to be !table for, exonerate. tndemnlfy. 
defend and hold hannless the State of Texas and the owner of the SOli, thetr officers, employees and agents, thetr suc:c:essors or aSSigns, agillnst any 
and all c:la.ms, ll8bitlbes. losses, damages, ac:ttons, personal 1n~ (1ndud1ng death). costs and expenses, ex other hann for whiCh recovery of damages 
IS sought, under any theory including tort, contract. Of stnc:t habtlrty, includ1ng attorneys' fees and other legal expenses. 1nc:ludtng those related to 
enwonmental hazards, on the leased preiTliSeS ex 1n any way related to Lessee's failure to axnply With any and all enwonmentallaws, those anslng 
from or in any way related to Lessee's operations or any other or Lessee's activrtles on the leased prem1ses, those ansu1g from Lessee's \1$0 of the 
surface of the leased premiSeS; and those that may anse out of ex be oc:casiOfled by Lessee's breach of any of the tenns ex J)fOVlSions of this Agreement 
or any other act or om1ssion of Lessee, its directors. officers, employees. partners, agents, c:c:111trac:tors. subcontractors, guests, 1nvttees. and their 
respective suoc:essors and assigns. Each assignee of thiS Agreement, ex an 1nterest therein, agrees to be liable lex, exonerate, 1ndernntfy, defend and 
hold hannless the State of Texas and the owner of the soli. lhetr officers, employees, and agents 111 the same manner provided above In c:onnectton With 
the activities of Lessee. rts officers. employees, and agents as de5albed above. EXCEPT AS OTHERWISE EXPRESSLY UMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR 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 
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 p<9Vent contamination or 
pollution of any environmental medium, Including soli, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
Olher environmental medium In, on, or under, the INSe<f premises, by any waste, pollutant, or contaminant Lessee shall not br1ng or pennlt to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastas, hazardous ~Is, 
hazardous substances (as the tenn "Hazardous Substance" Is defined In the Comprehensive Environmental Response, Compensation and Uabllity Ac:l 
(CERCLA), 42 U.S. C. Sections 9601 , et seq.), or toxic substances under any federal , state, or local 1- or regulation f'Hazardous Materials'), except 
onlinary products commonly used In connection with oil and gaa exploration and development operations and stonld In the ..oat rnafY*' and quantlllea. 
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 SHAL L 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 prov•s•ons of Texas Natural Resources Code 52 171 through 52 190, commonly 
known as the Relinquishment lie., and other applicable statutes and amendments thereto, and 1f any proVISIOn 1n th1s lease does not conform to these 
statutes. the statutes wiH preva~ over any noooonforming lease prov\SIOOS. 

. • • ••• ~ • • • • • • • • • • • • • • • • • • • • • • • • • • . . . • . • • • • • • • ••• 
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38. EXECUTION Thcs oit and gas lease must be SIQned and acknowledged by the Lessee before rt os filed of record 1n the county records and 
111 the General Land Office of the State of Texas Once the filing requirements found 1n Paragraph 39 of thts lease have been satisfied, the effective date 
of thcs 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 1n 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 fi led 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 fi ling fee shall 
accompany such certified copy to the General Land Office. 

ADDENDUM PROVISIONS - #40 AND #41 

40. CONTINUOUS DEVELOPMENT After the oxptration 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 wiH terminate ~ Lessee continues to dnll a well (or wells) anywhere on the leased 
premises whh 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 drilling1 . Upon the cessation of continuous drilling this lease shall terminate in acx:ordance With 
the OCher relevant provisions herein. If, however, Lessee has filed whh the Texas Railroad Commission. no later than 60 days prior to the exptralion of 
the said 18Q.day period, aU requishe applications to dnll the next well In the continuous drilling program, and Lessee is unable to proceed wrth dnling 
pending authorization by the Texas RaHroad Commission, then Lessee shaH be allowed such addillonal tme as may be reasonably necessary to obtain 
the authorization and thereafter spud the subsequent wen 

41. DELAY RENTALS. As stipulated In Paragraph 113 of this lease, the rentals fOf this lease have been PAI[}.UP for the second (2"') and 
third (~ years of the pri'nary term hereof. Lessee or ots 85Signs shal have the right to keep this lease 111 force and efled !Of the fourth (4") and fifth (5") years of 
the primary term provided for herein by tendering a payment of Four Hundred Dollars ($400 00) per net acre on or before May 5, 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. 

l£SSEE 

PINNACL£ LAND SERVICES, INC. 

Title: PRESIDENT 

Oat<: 05 ·05 · ~0~ 

Individually and as agentfor the State ofTexas 

Date: _.f._-~f'--~0~~--

• • • • • • • • • 

• • • • • • • • • • • 

• • • • • • • • • • 

••• • -. •• • 

• • • • • ••• 
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STATE OF TEXAS } 

COUNTY OF ATASCOSA ) 

. .. , 

BEFORE ME. the undersigned authority. on this day personalty appeared CINDY G. MERCER. known to me to be the person whose name is 
subscnbeclto the foregoing dlstruments as President or 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 

Given under my hand and seal or office this the ::S~ day of May. 2008. 

STATE OF TEXAS 

COUNTY OF HOIIVARO 

BEFORE ME. the undersigned authority. on this day personalty appeared DOYLE W. PARKS. known to me to be the person whose name Is 
subsctibed to the foregoing instrument, and aCknowledged to me that he executed the same lor the purposes and consoderabon there'" 
expressed and in the capacity stated 

Given under my hand and seal of office th1s the __9__ day or May, 2008 

PILE# 2533 

SHEllY lol. PHINNEY I~ 
MY COMMISSICW EXPIRES I l 

Mly ro. 3J10 E 

_,_ _____ __ 
····---.w-·­·-·-- -~ .. 

D• v OF ,.,.,n;: A.D. 2.001 4: 18 p. M. FILm IIOa llKCOilD OB 'IIIK.~2c..3..LRI.lo.DI.L----- .... . ___ ..J.!..!.!!J!..!:,~U:..------

=~ 
DAY OP· ___ _,,J_JUNE!.!Jl.J:t._ _____ A. D. 2008 2 • 00 P K. 

DKPUTY 

• • • • • • • • • • • • .. ·-· 

DIAIIIlE 0. FLOUZ , COOIITY CLEU 
llUVES couwrr . TEXAS 

••• • • • . . -• • • • 
• • e a 

• • • • 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego1ng is a full, true and correct photographic copy of the 
original record now in my lawful custody and possession, as the same Is 
filed/recorded in the public records of my office, found in VOL. 7 9 5 , 
PAGE -l,..l.()_, THRU 118 . OPR 

~ lherebycertifiedon 07 iOlj20 
.. ·l~"'· "')'~"+, - -
r~ t \otANNE 
; ~· REEV ~ ' ,.\,., ... '~ "' ~ · . 

• •~s .,~ eB¥.,.....,~~'-"'~f,#o£-S......._.~~v~~ 
• • ' 6l:i.i:uJJJ • • a . 
• • • • • • • •• • • • •• 

' 



P INNACLE LAND SERVICES, INC. Office {830) 569-5436 
Fax {830) 569-5438 
Cell {830) 570-2275 I P.O. Box 991 

Pleasanton. Texas 78064 

VIA FEDERAL EXPRESS 

Mr. Doyle Parks 

Que Pasa Land & Cattle Co. 

11306 North County Road 31 

Big Spring, Texas 79720 

Re : Pinnacle Land Services, Inc. 

Oil and Gas Lease Dated May 5, 2008 

Section 2, Block 55 T-3 

Reeves County, Texas 

Dear Doyle: 

Please f ind enclosed Pinnacle check no. 10944 in the amount of $104,056.00 for the lease bonus for t he 

above referenced Oil and Gas Lease and also payment of recording fees for the recording of the lease in 

Reeves County. 

Sincerely, 

PINNACLE LAND SERVICES, INC. 

ent 

/cgm 

enclosure - check no. 10944 

• • • • •• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •• ! - -



~peake Operming, Inc. / 

008019 TX GENERAL LAND OFFICE 

VOUCHER INVOICE INVOICE DESCRIPTION OR 
NUMBER DATE NUMBER GROSS AMOUNT DISCOUNT 

757688 05/27/08 052708 DIXIE LAND LSE BNS/260 

Total for check 

08021295 
No. 980360 

NET AMOUNT 

104125.00 

\I- \ 

[)( $104, 125.00 

••• • • • •• 
• 

• • •••••• • 
•••• • •••• 

• 
•••• • ••• • 
•• • • • • •• • 
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'PARKS LAND MAN~GEMENT 184'4 
RESEARCH & LEASE TT<'TTT'Tr'" 

••• • • • •• 
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August 13, 2008 

Attn: Cindy G. Mercer 
Pinnacle Land Services, Inc. 
P.O. Box 99 1 
Pleasanton, Texas 78064 

(]rENEJRAL L 
JERRY P ATTERSO 1, COMM ISSIO ER 

Re: Relinquishment Act Lease MF-109346 
520.0 acres of the N/2, SW/4, NW/4 SE/4 out of Section 2, A-2230, Blk. 55 T-3, T&P Rwy. 
Survey, Reeves County, Texas 

Dear Ms. Mercer: 

The certified copy of the Relinqujshment Act lease covering the above referenced tracts has been 
approved and filed in our records under Mineral File number M-109346. Please refer to this 
number when making payments to the State and in all future correspondence concerning the 
lease. Failure to include the mineral fil e number may delay processing of any payments 
towards the lease. 

Your remittance of$104,125.00, has been applied as the state's portion of the cash bonus 
$104,000.00, along with a processing and filing fee in the amount of$125.00. Please let me know if 
you should have any questions. 

Sincerely, 

~ 
Minerals Leasing 
Energy Resources 
(5 12) 475-1534 

KRIDR 

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

Post Office Box 12873 • Auscin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.srate.rx.us 



File No. MY 1lf1~ 4-. 
Date r~fD to.~·/? ·(j£ 

Jerry E. Patterson. Commis~jyi., 
By _______ ~ 
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CHESAPEAKE OPERATING, INC. P.O. BOX 18496 OKLAHOMA CITY, OK 7 3154 

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY A PRIL 7 , 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAN D 
THE SUM OF $104,000 .00 DOLLARS FOR THE CREDIT OF PART Y OR PARTIES NAMED BELOW IN AMOUNT STATED 
PURSUANT TO THE TERM S OF THE LEASE IDENTIFIED HEREIN, FOR THE PERIOD FROM 5 /05/2011 TO 5 /05/2013 
COVERING LESSOR' S INTEREST IN LAND DESCRIBED A S: 

TOWNSHIP: 3 RA NGE: SECTION: 2 BLOCK: 55/ SURV EY: T&P RR ABSTRACT: 2230 COUNTY: REEVES SHOAT OESC: N2,SW ,NWSE OF SEC 
,-

}A\-' 
/Oq3~~ 11708915 

•:•••t PAYMENT: RENTAL 
• LEASE NUMBER: TX1992199-000 LEASE DATE: 5/05/2008 

ENTRY NUMBER:002533 
A CCT : 

PROSPECT : DIXIE LAND 
COUNTY/PARISH : REEVES •••••• • • RECO RDED BOOK: 795 PAGE: 110 STATE: TX 

AM OUNT • FOR CREDIT OF: 
• • • • : 01 7397 COMMISSIONER OF THE GENERAL LAND 

OF THE STATE OF TEXAS • •• 
• •••••• • • 

• 
•••• • •••• 

1 700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

RENTAL PYMT FOR YRS 4 & 5 '1-- $104,000.00 

\If \ 

'. 
PLEASE SIGN 
AND RETURN 

IMPORTANT 
2 

Subtotal $104 ,000.00 

The attached check •s for the personls) named above. Please date. 
sogn and return the attached recerpts on the day you recerve •t. If 
d•rected to a bank. please deposit the amount to the credl( of the 
person(s) named above and date. s1gn and return the rece•pt on the 
day you receive it. If correspondence requ•red, please make reference 
to lease number. 

Date Received __ ..:..A.:..:.P..:.R.;,__.L......Jo1 ~2:...:0~1..:..1 __ -l BANK SERVICE 

Sign Here ~ RENTAL PAYMENT CHARGE s.oo 
Grand Total $104,000.00 

By __________ ~~-----------------4 
Tnlo Check No. 356636 

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

LEASE OBLIGATION DEPOSIT RECEIPT 

WE HAVE THIS DAY APRIL 7 , 2011 TENDERED TO COMMISSIONER OF THE GENERAL LAND 
TH E SUM OF $104,000.00 DOLLARS FOR THE CREDIT OF PA RTY OR PARTIES NAMED BELOW IN AMOUNT STATED 

PURSUANT TO THE TERMS OF THE LEA SE IDENTIFIED HEREIN, FOR T HE PERIOD FROM 5/05/2011 TO 5/05/2013 

COVERING LESSOR'S INTEREST IN LAND DESCRIBED A S: 

TOWNSHIP: 3 RANGE: SECTION: 2 BLOCK: 55/ SURVEY: T&P RR A BSTRA CT: 2230 COUNTY: REEVES SHORT DESC: N2,SW,NWSE OF SEC 

•:•••t PAYMENT: RENTAL 

• LEASE NUMBER: TX1992199-000 LEASE DATE: 5/05/2008 
ENTRY NUMBER: 002533 

ACCT : 

PROSPECT: DIXIE LAND 
COUNTY /PARISH:REEVES •••••• • • RECORDED BOOK: 795 PAGE: 110 STATE: TX 

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

OFTHESTATE OF TEXAS • •• 
• •••••• • • 

• ...... 
• •••• 

RENTAL PYMT FOR YRS 4 & 5 

1700 N CONGRESS, STE 600 

STEPHEN F AUSTIN BUILDING 

AUSTIN TX 78701 

COPY FOR 
YOUR RECORDS 

IMPORTANT 

$1 04,000.00 

Subtotal $104,000.00 

The attached check Is for the personls) named above. Please date, 
sign and return the attached receipts on the day you receive 1t. It 
directed to a bank, please deposit the amoom to the crecht of the 
personls) named above and date, sign and return the receipt on the 
day you rec1eve it. It correspondence required, pleose make reference 
to tease number. 

Date Received ___________ --i BANK SERVICE 

CHARGE $.00 
Sign Here _ ____________ _, 

Grand Total $ 104,000.00 

By _ ________ ~~---------------~ 
Title Check No. 356636 

CHESAPEAKE OPERATING, INC. Bank of Oklahoma, N.A. 356636 DELAY RENTAL ACCOUNT 
P.O. Box 18496 

Oklahoma City, OK 73154 

i'tnr ett OK 

Date 
APRIL 7 , 2011 

ONE HUNDRED FOUR THOUSAND AND 00 / 100 Dollars * * ·• * * • * * * * * * * 

Amount 
$104,000.00 

VOID AFTER 120 DAYS 
Pay to 
The 
Order 
of 

CO MMISSIONER OF THE GENERAL LAND 
OF THE STATE OF TEXAS 

NO THIRD PARTY ENDORSEMENTS 

1700 N CONGRESS, STE 600 
STEPHEN F AUSTIN BUILDING Non-Negotiable 
AUSTIN TX 78701 
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~FNTAL PAYMENT 

Date Filed: y J 1 (T/ I/ 
Jeny E p • · atterson, Commtss· cA. ,&e_j toner 

By~ 

• J•···· • 
• :···:· 

• 
• •• : .... 
• :···:· 

• 
••• • • •••• 


