
Leasing: c,;_r-J 
Analyse: ~ .... t)t-

Maps: ____ _ 

GIS: f\1\ \..-
DocuSizare: -----

State L ease 
MF1 11994 

MF111994 

MF111994 

MF1 11994 

Survey 

Block 

Block Name 

Township 

Section/Tract 

Land Part 

Control 
07-022553 

07-022919 

07-022946 

07-022964 

Part Descriprion 

Acres 

DepLh Below 

Name 

Lease Date 

Primary Term 

Bonus($) 

Rental f$) 

Lease Roya!ry 

MF11 1994 

Base File 
144012 

151929 

142613 

135730 

PUBLIC SCHOOL LAND 

52, 54 

4, 5, 8, 10, 15, 16, 17, 18 

County 
CULBERSON 

CULBERSON 

CULBERSON 

CULBERSON 

S/2, 56 AC. OUT OF SE PAR and etc. 

S2, SE PART OF E2, E2 & SW4 OF NE4 

3059.08 

Depth Above 

JOHNSON, CLAY 

12/13/2010 

Syrs 

$614,875.12 

$0.00 

0.1250 

Depth Other 
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HAL REVIEW SHID 

Transactbl # 7039 Gaobjst: R. Widmayer 

Lassor: Bank of Texas, N.A., Trustee of the Josephine Renzulli Tru Laasa Data: 12/13/2010 ll 0 

Lassea: Clay Johnson 

LIAIE •scftllllll 
COOnty pg; 

CULBERSON 07-022553 

CULBERSON 07-022919 

CULBERSON 07-022946 

CULBERSON 07-022964 

CULBERSON 07-022973 

TERMIIIFJEREI 

Prinary T Brnt 5 years 
--, 

Boous/ Acre: I $400.00 

Rantav Acre: I $1.00 

Royalty: 1/4 

L8SS88 

C.AJaONI 

MF# 
MF104120 Clay Johnson 

MF111131 Devon Energy Corporation 

Gross Acres:: 3059.08 

Net Acres:: 1147.155 

Base FIB'*» Part sec. BD:k Twp SUrvey Abst# 
144012 S/2 4 ~ 00 PUBLIC SCHOOL LAND 6441 

151929 Sl.1fi PARt 5 54 00 PUBLIC SCHOOL LAND 6985 
0~ '). ...,, ... 

142613 SE/4_.Et25 8 54 00 PUBLIC SCHOOL LAND 6517 
S/~ N~l'f 

135730 SE/4 NW/tl 8 54 00 PUBLIC SCHOOL LAND 5488 
1.1~/ll Ncl'l 

138871 S/2 10 54 00 PUBLIC SCHOOL LAND 5494 
All I~ S<f 
All /1 S'f ':Jec.IS'" S/-;.,~(/'IN,;/'1 

TERMIIEC..,_. I 8 54 51).. 

Prinary Term 5 years I 

Boous/Acra $400.00 

RantaVAcra I $1 .00 

Royalty 1/4 

Data Tann 
3/24/2004 5 years 

5/12/2010 Syears 

Boous/Ac. 
$20.00 

$421 .00 

RantavAc. Royalty Dlsmca 
$1 .00 3/16 Lastlaasa 

$1 .00 1/4 Adjacent No~ 

~====~I ....._ _______ __. .______----' ....______, ._____~ ~.-_ __..J L...--_ _.JI ~[ ======~ 
t.__ _ __.l f I ._I -----' 

CoolnlllltS:: Rentals paid up for 2nd and 3rd years. 4th year rental will be $301 .00 per acre and will pay up the 5th J 
year. 180 day drilling clause after expiration of the primary term. 

Approved: -;;:( ~~ .>' J o 

Wednesday, December 15, 2010 



RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief C lerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

Applicant: Clay Johnson 

Prim. Term: 5 years 

Roya lty: 1/4 

Consideration 

Recommended: --;;;----
- ...:.'-'-.--

Not Recommended: ----

Bonus/Acre 

RentaVAcre 

Date: dts-Ao 

DATE: 

County: 

$400.00 

$ 1.00 

15-Dec-1 0 

CULBERSON 

Comments: Rentals paid up for 2nd and 3rd years. 4th year rental wi ll be $301.00 per acre and will pay up the 5th 
year. 180 day drilling clause after expiration of the primary term. 

~seForm 
Recommended: fZ)JI Date: / ) V L ho 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended : {!_ L /!.----==-
Not Recommended: ----

Bill Warnick, General Counsel 

Recorrunended: IA~J 
Not Recommen~ ----

Date: 1-3- !/ ------

Date: f t;jJ/ 

Date tl '1/fl 

Date: \\5\\ I 

--



File No . .........:..l_l_l Cf_ct_L-_( _____ _ 

JeJTY E. Patterson, Commissioner 

By &H 



Clay Johnson Oil & Gas "Properties 

203 WEST WALL, SUITE 202"MIDLAND, TEXAS 79701 "(432) 684-4110" FAX (432) 684-5166 

December 22, 20 1 0 

GENERAL LAND OFFICE 
Mr. Drew Reid 
Stephen F. Austin Bldg. 
1700 North Congress Ave. 
Austin, TX 78701 

Re: Relinquishment Act Leases 
Culberson County, Texas 

Dear Drew: 

AAPL-CPL 

Via Federal Express 
Tracking# 7942-2971-0980 

Find enclosed for your files and further handling a certified file stamped copy of the following 
described Relinquishment Act Oil and Gas Leases: 

Oil and Gas Lease dated December 13, 2010, by and between The State ofTexas, acting 
by and through its agent, Bank of Texas, N.A., Agent for Daniel Blinkoff, as Lessor and 
Clay Johnson, as Lessee, file stamp #663 1 0, Culberson County, Texas. 

/ 

Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., Agent for Daniel Blinkoff, as Lessor and 
Clay Johnson, as Lessee, fi le stamp #66)J 1, Culberson County, Texas. 

Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A. , Agent for Daniel Blinkoff, as Lessor and 

ay Johnson, as Lessee, file stamp #663 12, Culberson County, Texas. 
v 

4) il and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
-~ by and through its agent, Bank of Texas, N.A., Agent for Daniel Blinkoff, as Lessor and 
r Clay Johnson, as Lessee, file stamp #66313, Culberson County, Texas. 

/ 

Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
by and through its agent, Bank ofTexas, N.A., as Successor Trustee of the Carol Hall B. 
Majzlin Trust #2 under the Will of M. A. Grisham, as Lessor and Clay Johnson, as 
Lessee, file stamp #66314, Culberson County, Texas. 

v 



6) Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 

qqJ{Py and through its agent, Bank of Texas, N.A., as Successor Trustee of the Carol Hall B. 
,-:: { ( ( Majzlin Trust #2 under the Will of M. A. Grisham, as Lessor and Clay Johnson, as 

~l r Lessee, file stamp #66~5, Culberson County, Texas. 

~I and Gas Lease dated December 13,2010, by and between The State of Texas, acting 
(~and through its agent, Bank of Texas, N.A., as Successor Trustee of the Carol Hall B. 

II f/f I Majzlin Trust #2 under the Will of M. A. Grisham, as Lessor and Clay Johnson, as 
PJ'. Lessee, file stamp #66~6, Culberson County, Texas. 

8) Oil and Gas Lease dated December 13,2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Carol Hall B. 

I} I
Cf qW Majzlin Trust #2 under the Will of M. A. Grisham, as Lessor and Clay Johnson, as 

/VIr Lessee, file stamp #663 17, Culberson County, Texas. 
/ 

9) Oil and Gas Lease dated December 13, 2010, by and between The State ofTexas, acting 

qq /(0 by and through its agent, Bank of Texas, N.A., Agent for Susannah Blinkoff, as Lessor 
(t p jll ~ and Clay Johnson, as Lessee, file stamp #6~ 18, Culberson County, Texas. 

1 0) Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
]) by and through its agent, Bank of Texas, N.A., Agent for Susannah Blinkoff, as Lessor 

N\ p: 11 ,qq~ Clay Johnson, as Lessee, file stamp #66)..19, Culberson County, Texas. 

il and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., Agent for Susannah Blinkoff, as Lessor 

MJ::. (I I and Clay Johnson, as Lessee, file stamp #66J20, Culberson County, Texas. 

Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., Agent for Susannah Blinkoff, as Lessor 
and Clay Johnson, as Lessee, file stamp #66321, Culberson County, Texas. _, o 

~> ~ 1kt ~~h$~7/lf-0 
Oil and Gas Lease dated December 13, 2010, by and between The State of Te~as, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Josephine 
Renzulli Trust #1 under the Will of Josephine R. Grisham, as Lessor and Clay Johnson, 
as Lessee, file stamp #66322, Culberson County, Texas . 

./ 

Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Josephine 
Renzulli Trust # 1 under the Will of Josephine R. Grisham, as Lessor and Clay Johnson, 

essee, file stamp #66323, Culberson County, Texas. 
/ 

il and Gas Lease dated December 13,2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Josephine 
Renzulli Trust #1 under the Will of Josephine R. Grisham, as Lessor and Clay Johnson, 
as Lessee, file stamp #66324, Culberson County, Texas. 

,/ 



Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Josephine 
Renzulli Trust # 1 under the Will of Josephine R. Grisham, as Lessor and Clay Johnson, 
as Lessee, file stamp #663?), Culberson County, Texas. 

17) Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
A by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Josephine 

I qq S"tr Renzulli Trust #2 under the Will of M. A. Grisham, as Lessor and Clay Johnson, as 
{lAp fl Lessee, file stamp #6632J, Culberson County, Texas. 

21) 

Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Josephine 
Renzulli Trust #2 under the Will of M. A. Grisham, as Lessor and Clay Johnson, as 
essee~ file stamp #66JI-7, Culberson County, Texas. 

il and Gas Lease dated December 13, 20 l 0, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Josephine 
Renzulli Trust #2 under the Will of M. A. Grisham, as Lessor and Clay Johnson, as 
Lessee, file stamp #66328, Culberson County, Texas. 

v 

Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Josephine 
Renzulli Trust #2 under the Will of M. A. Grisham, as Lessor and Clay Johnson, as 
Lessee, file stamp #663)9, Culberson County, Texas. 

Oil and Gas Lease dated December 13, 2010, by and between The State ofTexas, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Carol Hall B. 
Majzlin Trust # 1 under the Will of Josephine R. Grisham, as Lessor and Clay Johnson, as 
Lessee, file stamp #663~, Culberson County, Texas. 

22) Oil and Gas Lease dated December 13, 2010, by and between The State ofTexas, acting 
U by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Carol Hall B. 

~ (l \q q 3 aj¥in Trust # 1 under the Will of Josephine R. Grisham, as Lessor and Clay Johnson, as 
/ir ~e ee, file stamp #66J 1, Culberson County, Texas. 

2 Oil and Gas Lease dated December 13, 2010, by and between The State of Texas, acting 
~ . by and through its agent, Bank of Texas, .A., as Successor Trustee of the Carol Hall B. 

( lqq~"TJ/ Majzlin Trust # 1 under the Will of Josephine R. Grisham, as Lessor and Clay Johnson, as 
/U F I Lessee, file stamp #66332, Culberson County, Texas. 

v 

24) Oil and Gas Lease dated December 13, 20 10, by and between The State ofTexas, acting 
by and through its agent, Bank of Texas, N.A., as Successor Trustee of the Carol Hall B. 
Majzlin Trust # 1 under the Will of Josephine R. Grisham, as Lessor and Clay Johnson, as 
Lessee, file stamp #66333, Culberson County, Texas . 

./ 



Find enclosed Grella Oil & Gas LLC check no. 1124 in the amount of $3,044,924.88 and Clay 
Johnson check no. 14053 in the amount of $1.00 as payment for the State's 1/2 bonus due for the 
above leases. 

To cover the required filing fees for handling this matter find enclosed Clay Johnson Check in 
the amount of $600.00 made payable to the order of General Land Office - State of Texas. 

Respectfully 

Lfh.~-~m) 
Mary Kay Brasuel 



~"i:;LLI"\ VIL Ol \:11"\~ LLv 
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· General Land Office - State OfT ex as 

Grella Oil & Gas 977084 

GRELLA OIL & GAS LLC 

General Land Office - State Of Texas 

CLAY JOHNSON 

General Land Office - State ofT ~xa!> 

CLAY JOHNSON 

J General Land Office - State ofTexas 

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

I I ' 
f f 

( ( 

• 
( .. 

FIRST NATIONAL CH Filing Fee - Grisham 

• • •• • • . . . " . ... 
• • • ••• • 

.. 

11L4 
12/21 /2010 r 3.044.924.88 

3,~88 
1124 

12/21 /2010 
3,044,924.88 

14053 
12/22/2010 v 1.00 

14052 
12/22/2010 

600.00 

600.00 
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General Land Office 
Attn: Drew Reid 
PO Box 12873 
Austin, TX 78711 

. ' . . ... 
• • • • • • • • • • 

~ . 
• •• •• • • • • • • • • • ••• ••• ••• •• 

R&O Energy, LLC 
318-861-4110 

3003 Knight St, Suite 220 
Shreveport, LA 71105 

August 10u1, 2011 

RE: State Lease and Releases 
~r;~ \\\~~q u 

Blk 54 - Sections 4, 5, 8, 10, 15, 16, 17, & 18 ~ (~ 
Dear Mr. Reid, 

Enclosed is a certified copy of a Relinquishment Act Lease in Culberson County, 
Texas. Also enclosed is a check for $25.00 which should cover the recording fees for the 
lease ($25.00 x 1 lease). Also included is a certified copy of a release of two leases 
covering the same property described in the enclosed lease to be recorded in the 
General Land Office's records for this property. If possible, please email me at you're 
your earliest convenience, and acknowledge that you have received this package. I 
greatly appreciate your help with this matter, and please let me know if you have any 
questions or require any additional information. 

Sincerely, 

M. Patrick Reesby 
Agent for Petrohawk Properties, LP 
Office: 318-861-4110 
Cell: 225-229-3379 
Patrick@ROEnergy .com 

~~ 
333/~-~~~ 

~~ 
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R & '0 ENERGY LLC 

From: 

R & 0 Energy, LLC 

3003 Knight St. Suite 220 

Shreveport, LA 71105 

Memo: 

R & 0 ENERGY LLC 

From: 

R & 0 Energy, LLC 

3003 Knight St. Suite 220 

Shreveport , LA 71105 

To: 

Texas General Land Office 

1700 N. Congress Ave., Ste 600 

Austin, TX 78701-1495 

Memo: 

MIPCHECK 

El 7200139297 

• • • • •• • • • • • • • • • • ••• 

• . . 
• • • • • • • • • • 7668 
• • • • • • ••• • •• ••• 

Date: 08/ 10/ 11 

Check Number: 7668 

Amount: ~5.00 

117J4a 

I'd'\ 21 

7668 

Date: 08/ 10/ 11 

Check Number: 7668 

Amount: 25.00 

Year to Date Paid:O.OO 

• 



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

Date Filed: _________ _ 

.lcrTy E. Patterson, Commissioner 
By {}(f 

• • ••• •• • • 
• • ••••• • • 

• 
• •• • • • •• • 
• •••••• • • 

• 
•• • • • • •• • 



· . . 
General Land Office 
Relinquishment Act Lease Form 
Revased, September 1997 

OIL AND GA LEA E 

----'-"'-'-'-'-_day of December, 20 I 0. between the State of Texas, acting by and 
through its agent, Ba nk of T exas, N.A., a ucce or Tru tee of th e Jo~ephine Renz ull i Tru t #2 under the Will of M. A. 
G ri ha m of P.O. Box 1588 Tulsa Oklahoma 7410 I 

---------------------------~---------------said agent 
(Give Permanent Address) 

herein referred to as the owner of the soil (whether one or more), and ---::C~L~A:7Y;-J'7:0:7-';I-7'1 N~O::;:-:-":::':::~-------------
---------------------------------------of ____ ~2~0~3~W~.~W=a~ll~S~u~i~te~2~0~2-------------------------

M idland Texas 7970 I 

hereinafter called Lessee. 
(Give Permanent Address) 

I. GRANT! G 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 s ituated in C ulberson County, State of Texas, to-wit: 

Block 54, P ublic ch ool La nd S u r·vcy 

cction 4: /2 
cction 5: 56 acres out of the outh east part of the E/2 
ection 8: E/4, E/2 W/4, E/4 W/4, S/2 NE/4 & NE/4 E/4 
ection 10: 12 
ection 15: /2 & E/4 NE/4 
ection 16: All 
cction 17: All 
ection 18: /2 

Containing 3,059.08 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Two Hundred Thiny Thousand Five Hundred Seventy-eight and 16/ 100---------------
Dollars ($ 230,578. 16 ) 

To the owner of the so il: Two Hundred Thi rty Thousand Five Hundred Seventy-eight and 161100---------------
Dollars ($ 230.578.16 ) 

Total bonus consideration: Four Hundred Sixry-one Thousand One Hundred Fifty-six and 32/ 100-------------
Dollars ($ 461 .156.32 ) 

The total bonus considerat ion paid represents a bonus of ___ .,.,Fe..:· o::.:u:..:.r...:.l""l u:::..:.n~d::!..re:..:d=-T..:,-:.:w-="oc-:a:.;;n:.o:dc..:...:..oo:.:/...:.l ..::.0=-0-_-_--_--_--_-_--_--_--_-________ _ 
Do liars ($_4_,_,0,_,2"-'. 0'-"0'---__ -J) per acre, on I, 14 7. 15 5 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date 
(herein ca lled primary term") and as long thereafter as oil and gas, or ei ther of them, is produced in paying quantities from said land. 
As used in th is lease, the term "produced in paying quantities" means that the receipts from the sale or other au thorized commercial 
use of the substance(s) covered exceed out of pocket operational expenses for the six months last past. 

3. DELAY RENTA LS. If no well is commenced on the leased prem ises on or before one (I) year from this date, th is 
lease shall terminate, unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the 

------------------~-----,~~-.~-~--·--Bank,at ~---~-~~--~~ 
-----=-~--:=---.,:-7"":---:-:---:-------:-:.' or its successors (which shall continue as the depos itory regardless of changes in the 
ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMM ISSIO ER OF THE 
GENERAL LA D 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 (I) year from 
said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Remal Provision 
Dollars($-=---~-::---' 

To the State ofTexas: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Do II a rs ($--::----:-:---::-~-J 

Total Rental: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Dollars ($ ____ ---J 

- 1 -



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 ( I) 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, fai l 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 soi l 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 oi l and/or gas, Lessee agrees to pay or cause to be paid one-
half ( 1/2) of the royalty provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, 
Texas, and one-half ( 1/2) of such royalty to the owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid fom1 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 114th part of the gross production or the market value thereof, 
at the opt ion of the owner of the soil or the Commiss ioner of the General Land Office, such value to be determined by I) the highest 
posted price, plus premium, if any, offered or paid for oi l, condensate, distil late, or other liquid hydrocarbons, respecti vely, of a like 
type and gravi ty in the general area where produced and when run , or 2) the highest market price thereof offered or paid in the general 
area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any 
gas produced from the leased premises is sold, used or processed in a plant , it will be run free of cost to the royalty owners through an 
adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable 
from the gas by such means will be recovered. The requirement that such gas be run through a separator or ot her equipment may be 
waived in writing by the roya lty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including nared gas), which is defi ned 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 

!/4t h 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 gravi ty according to tests made by the Balance Method or by the most approved method of test ing 
being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or ot her plant for the recovery of gasoline or 
other liquid hydrocarbons shal l be !/4th part of the residue gas and the liquid hydrocarbons extracted or the 
market value thereof, at the option of the owner of the so il or the Commissioner of the General Land Office. All royalties due herein 
shall be based on one hundred percent (I 00%) 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 liqu id 
hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons 
shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing 
agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons 
shall be determined by I) the highest market price paid or offered for any gas (or liqu id 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 sell ing price for the respective 
grades of I iquid hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less 
than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas 
(excepting liquid hydrocarbons) whether said gas be casinghead, "dry," or any other gas, by fractionating, burning or any other 
processing shall be !/4t h part of the gross production of such products, or the market value thereof, at the option 
of the owner of the soil or the Commissioner of the General Land Office, such market value to be determ ined as follows: I) 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 wh ich such products are produced; whichever is the greater. 

5. MIN IM UM ROYALTY. During any year aner the expiration of the primary term of this lease, if this lease is 
maintained by production, the royalties paid under this lease in no event shall be less than an amount equal to the total annual delay 
rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary 
date of this lease a sum equal to the total annual rental less the amount of royalt ies 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 l be one dollar 
($ 1.00) per acre. 

6. ROYA LTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 
owner of the soil or the Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days 
notice to the holder of the lease, require that the payment of any royalties accruing to such royalty owner under th is lease be made in 
kind. The owner of the soil's or the Commissioner of the General Land Office's right to take its roya lty in kind shall not qi~inish or 
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negate the owner of the soil 's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or 
implied, under this lease. 

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

8. PLANT FUEL A D RECYCLED GAS. o royalty shall be payable on any gas as may represent this lease's 
proportionate share of any fuel used to process gas produced hereunder in any processing plant. Notwithstanding any other provision 
of this lease, and subject to the written consent of the owner of the soil and the Commissioner of the General Land Office, Lessee may 
recycle gas for gas lift purposes on the leased premises or for injection into any oil or ·gas producing fom1ation 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 ent itles the roya lty 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 roya lty 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 the market value of the oil and gas, together with a copy of al l documents, records or reports confirn1ing 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 roya lty payment which is over thirty (30) days late 
shall accrue a l?enalty 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 accruing when the royalty is sixty .(60) days overdue. Affidavits and supporting 
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which 
is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or 
causing royalties to be paid as prescribed by the due date provided herein . Payment of the delinquency penalty shall in no way operate 
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
above penalty provisions shall not apply in cases 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. 

I 0. (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 suoh contracts, agreements or amendments. Such 
contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the 
oil and gas produced on sa id premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and 
pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the Attorney 
General, the Governor, or the representative of any of them. 

(B) PERM ITS, DRILLING RECORDS. Written notice of all operations on th is lease shall be submitted to the 
Commissioner of the General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary 
abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of 
Railroad Commission forms for application to drill . Copies of well tests, completion reports and plugging reports shall be supplied to 
the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or other 
filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or 
any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of ident ifying wells, tank batteries or other associated improvements to the 
land must also include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, 
cuttings and cores, or other information relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey 
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen ( 15) days after 
the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the 
General Land Office when due. The penalty for late filing shall be set by the General Land Office administrative rule which is 
effective on the date when the materials were due in the General Land Office. 
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II. 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 oi l 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 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 maintain this lease by conducting additional 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 well drilled on the above ,described land be completed as a shut-in oi l or 
gas well within the primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or 
before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and 
upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary 
term, neither oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon , this 
lease shal l remain in force so long as operations on sa id well or for dril ling or reworking of any additional well are prosecuted in good 
faith and in workmanlike ma nner without interruptions totaling more than sixty (60) days during any one such operation, and if they 
result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oi l or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATIO , DRILL! G, A D REWORK! G. 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 sha ll remain in full force and 
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty 
(60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect 
for so long as oil or gas is produced from the leased premises in paying quantities or 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 tem1inate if the Lessee commences additional drilling or reworking operations 
within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues 
drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. 
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES . For purposes of this paragraph, "well" means any well 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, unti l 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 
su itable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the lease, 
but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not 
specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar (S 1.00) per acre. To 
be effective, each initial shut-in oi l or gas royalty must be paid on or before: (I) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the 
Commissioner of the General Land Office and one-half(l /2) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease 
shall be considered to be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of 
the primary term, or from the first day of the month following the month in which production ceased, and, after that, if no suitable 
production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one 
(I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COM PE SA TORY ROYAL TIE . If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is so ld and delivered in paying quantities from a well located within one thousand (I ,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 shal l cease, but the lease shall remain effective for the remainder of the year 
for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or 
which is completed in the same producing reservoir and within one thousand (I ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half ( 1/2) to the Commiss ioner of the General Land Office and one-half ( 1/2) to the owner of the 
soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing 
the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oi I or gas royalty, Lessee shall 
pay an amount equal to the difference within thir1y (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 di-ill offset wells as provided in Texas Natural 
Resources Code 52. 173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. • • •• • ••: ••: •: • 
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16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or 
capable of producing oi l or gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent 
operator in dril ling 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 th is lease is in force and effect two (2) years afler the expiration date of the primary or 
extended term it shall then terminate as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of 
producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in 
oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking 
operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151-52. 153, 
or (3) such greater or lesser number of acres as may then be allocated for production purposes to a prorat ion 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 afler the effective date of the partial ten11ination provisions hereof, the applicable field 
rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafler a llocated to said well or wells 
for production purposes, thi s lease shall thereupon terminate as to all acreage not thereafler allocated to said well or wells for 
production purposes. Notwithstanding the term ination of th is 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 th is lease for all purposes described in 
Paragraph I hereof, together with easements and right-of-ways for existing roads, existing pipelines and other existing facil ities on, 
over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the retai ned 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 term inate as to all depths below I 00 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 ex tended 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 I 
hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and said termination shall be delayed 
for an additional period of two (2) years and so long thereafter as oil or gas is produced in paying quantities from such deeper depths 
covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as 
practical, be in the form of a square with the well located in the center thereof, or such other shape as may be approved by the 
Commissioner of the General Land Office. With in thi rt y (3 0) days after partial termination of this lease as provided herein, Lessee 
shall execute and record a release or releases conta ining a satisfactory legal description of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on the date the release is filed. 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 discret ion 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 bind ing upon Lessee for al l purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve 
Lessee of his obligat ion 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 oi l 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 faith begin the 
drill ing of a well or wells upon the leased premises wi thin I 00 days after the draining well or wells or the well or wells completed 
within I ,000 feet of the leased premises start producing in commercial quantities and shall prosecute such dri lling with diligence. 
Failure to satisfy the statutory offset obligation may subject th is lease and the owner of the soil's agency rights to forfeitu re. On ly 
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, rebel lion, riots, strikes, acts of God, or any valid order, r~le 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 wi th such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this 
paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of 
such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend 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 recover the cost of these payments from the rental and royalties due the owner of 
the soi l. 
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20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soi l owns less than the enti re undivided 
surface estate in the above described land, whether or not Lessee's interest is speciti.ed 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 royalry 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 wi th Natural Resources Code Sections 52.151 -52.154, or if at any time aflcr 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 arc 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 expirat ion of the primary term, the number of acres actually 
retained and covered by this lease. 

2 1. USE OF WATER. Lessee shall have the right to usc 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 usc potable water or water 
suitable for livestock or irrigation purposes for waternood operat ions without the prior consent of the owner of the soi l. 

22. AUTIIORI ZED DAMAGES. Lessee shall pay the owner of the soi l for damages caused by its operations to all 
personal proper1y, 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 barn now 
on said premises without the written consent of the owner of the soil. 

25 . POLLUTIO . In developing this area, Lessee shall use the highest degree of care and all proper safeguards to 
prevent pollution. Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use of containment facilities sufficient to prevent spi llage, 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 inju ry ; and upon completion or abandonment of any well or wells, 
Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while 
conducting operations on the leased premises, keep said premises free 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 wil l 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 th is 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 thirty (30) days written notice to the Commissioner of the General 
Land Office and to the owner of the soi l. The owner of the soil shall become the owner of any machinery, fixtures , or casing which 
are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGN ME TS. Under the conditions contained in th is 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 obl igations 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 royalt ies 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 O\\ ncrship 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 severa l owners ratably, according to the area of each, and failure by one or more of them to 
pay his share of the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; 
however, if the assignor or assignee does not file a certified copy of such assignment in the General Land Office before the next rental 
paying date, the entire lease shall terminate for failure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to 
all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any prior assignee of the 
lease, including any liabilities to the State for unpaid royalties. · • • •• • ••• ••• ••• 
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(B) ASS IGNMENT LIMITATION. Notwithstanding any provis ion in Paragraph 27(a), if the owner of the soil 
acquires this lease in whole or in part by assignment without the prior written approval of the Commissioner of the General Land 
Office, this lease is void as of the time of assignment and the agency power of the owner may be forfei ted by the Comm issioner. An 
assignment will be treated as if it were made to the owner of the soil if the assignee is: 

(I) 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 so il is a partner or is an employee of such a partnershi p; 
(4) a principal stockholder or employee of the corporation which is the owner of the soi l; 
(5) a partner or employee in a partnership which is the owner of the soi I; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, adm inistrator, 
receiver, or conservator for the owner of the soi l; or 
(7) a famil y member of the owner of the soil or related to the owner of the so il by marriage, blood, or adoption. 

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

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such 
assignment or release must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded 
instrument certi fied by the County Clerk of the county in which th e instrument is recorded, must be fil ed in the General Land Office 
within 90 days of the last execut ion date accompanied by the prescribed filing fee. If any such assignment is not so filed, the righ ts 
acquired under this lease shall be subject to forfeitllre at the option of the Commissioner of the General Land Orfice. 

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 concern ing the development of oil and gas from the leased premises which are not contained in 
this lease render this lease invalid . 

3 1. 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 soi l conflict with those of the State, the 
owner of the soil is obligated to put the State's interests before his personal interests. ' 

32. FORFEITURE. If Lessee shall fa il or refuse to make the payment of any sum within thi rty days after it becomes 
due, or if Lessee or an authorized agent should knowingly make any false return or fa lse report concerning production or drilling, or if 
Lessee shall fai l or refuse to drill any offset well or wells in good fa ith as required by law and the rules and regulations adopted by the 
Comm issioner of the General Land Office, or if Lessee should fail to fi le reports in the manner required by law or fai l 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 authori ty access 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 Land Office a 
correct log of any well, or if Lessee shall knowingly vio late any of the material provisions of this lease, or if this lease is assigned and 
the assignment is not fi led in the General Land Office as required by law, the rights acquired under this lease shall be subject to 
forfei ture by the Commissioner, and he shall forfeit same when suffi ciently infotmed of the facts which authorize a forfeiture, and 
when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitation arisi ng 
hereunder. Forfeitures may be set aside and th is lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this 
lease and the rules and regulations that may be adopted re lative hereto. 

33. LI EN. In accordance with Texas Natura l Resources Code 52. 136, the State shall have a first lien upon all oil and 
gas produced from the area covered by this lease to secure payment of all unpaid roya lty 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 thi rd party, and all fix tures on and improvements to the leased premises used in connection with 
the production or processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become 
due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. Th is lien and security interest may be foreclosed with or without court 
proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Com missioner 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 ar ising from and relating to Lessee's act ivities upon 
the above-described property or from Lessee's acquisition of th is lease. Should the Commissioner at any time determine that th is 
representation is not true, then the Commissioner may declare this lease forfei ted as provided herein. 
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34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under 
this lease wi th 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 atural Resources Code 52.151-52.153. The owner of the 
soil agrees that the inclusion of th is provision in this lease satisfies the execution requirements stated in Texas at ural Resources Code 
52. 152. 

35. INDEMN ITY. Lessee hereby releases and discharges the tate of Texas and the owner of the soil, their officers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all 
and any actions and causes of action of every nature, or other harm, including environmental harm, for which recovery of damages is 
sought, including, but not limited to, all losses and expenses which are 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 th is Agreement, or by any other negligent or 
strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 
harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any and 
all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for 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 fai lure 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 activit ies on the 
leased prem iscs; those arising from Lessee's usc of the surface of the leased premises; and those that may arise ou t of or be occasioned 
by Lessee's breach of any of the terms or provisions of th is 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 tate 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 described above. EXCEPT A OTHERWI E EXPRE LY LIMIT ED II EREI , 
ALL OF THE INDEMN ITY OBLIGAT IONS AND\OR LIABILITIE A UMED UN DER THE TERM OF THI 
AG REEME T II ALL BE W ITHO UT LIMIT AND WITHO UT REGA RD TO THE CAU E OR CA E THER EOF 
(EXCLUD ING PRE-EXI T ING CONDITION ), T RICT LIABILITY, OR TH E NEG LI GENCE OF A Y PARTY OR 
PARTIE (I CLUOING THE NEGLIGENCE OF T il E INDEMN IFIED PARTY), WHET HER UC H NEGLIGENCE BE 

OLE, JOI T, CONCU RR ENT, ACTIVE, OR PA IVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall usc the highest degree of care and all reasonab le 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, pollutant, or 
contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos containing materials, explosives, toxic 
materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "llazardous Substance" 
is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et 
seq.), or toxic substances under any federal, state, or local law or regulation {"Hazardous Materials"), except ordinary products 
commonly used in connection with oi l and gas exploration and development operations and stored in the usual manner and quantities. 
LE EE' VIOLATIO OF THE fOREGOING PRO HIBITION HALL CO TITUTE A MATE RI AL BREACH AN D 
DEFA ULT HERE DER A D LE EE HALL I OEM IfY , HO LD HARMLE AN D DEFE D Til E TATE OF 
TEXA AND T HE OWNER Of TH E OIL FROM AND AGA IN T ANY C LA IM , DAMAG E , JUDGMENT , 
PENA LT IE , LIABILIT IE , AND CO T (INCLU DI NG REA ONABLE ATTO RNEY ' FEE AN D COURT CO T) 
CAU ED BY OR ARI INC OUT OF (I) A VIOLATION OF THE FO REGO ING PROHI BIT ION OR (II) Til E PR E ENCE, 
RELEA E, OR OJ PO AL OF ANY HAZAROOU MATERIAL ON, UN DER, OR ABOUT THE LEA ED PREMI E 
DURI NG LE EE' OCCU PANCY OR CONTROL OF THE LEA ED PREM I ES. LE EE HALL CLEAN UP, 
REMOVE, REM EDY AND REPAIR ANY OIL OR GRO UND WATER CONTAMINATION AND DAMAG E CAU ED IJY 
THE PR E ENCE OR RELEASE OF ANY HAZA RDO U MATER IAL IN, 0 , UNDER, OR ABOUT THE LEA ED 
PREMI E DURI NG LE EE' OCCUPA CY OF T HE LEA ED PREM I E I CO FO RM A CE WITH TH E 
REQ UIREMENTS OF APPLICABLE LAW. TH I INDEMN IFICATION AND A UMPT IO HALL APPLY, BUT I 
NOT LIMIT ED TO, LIAIJ ILI TY fO R RESPON E ACTIO U DERTAKE PURSUA T TO CE RC LA OR A Y 
OTHER E VIRONM E TAL LAW OR REGU LATION. LE EE HALL IMM EDIATELY GIVE THE TATE OF 
TEX A A 0 THE OWNE R OF TH E O IL WR ITT EN NOT ICE OF ANY IJREAC H OR U PECTED BREACH OF TH l 
PARAGRAPH, PO LEARN ING OF THE PRE E CE OF ANY HAZARDOU MATERIAL , OR UPO RECE IVI G 
A NOT ICE FROM ANY GOVERNMENTAL AGENCY PERTA INING TO HAZA RDO U MATERI AL WH IC H MAY 
AfFECT T il E LEASED PR EMI E . THE OIJLICATION OF LES EE HEREUN DER HALL RVIVE Til E 
EXPIRAT ION OR EA RLI ER TERM INAT ION, FOR ANY REA ON, OF THI AG REEME T. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 
52.190, commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in 
this lease docs not conform to these statutes, the statutes 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 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 I. 
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39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of 

record in the office of the County Clerk in any county in which all or any part of the leased premises is located, and certified copies 
thereof must be fi led in the General Land Office. This lease is not effective until a certified copy of this lease (which is made and 
certified by the County Clerk from his records) is filed in the General Land Office in accordance with Texas atural Resources Code 
52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and rrue 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. 

40. See attached Exhibit "A" for additional provisions. 

STATE OF T EXAS 

COUNTY OF MIDLAND 

STATE OF OKLAHOMA 

CO U TY OF T ULSA 

STATE OF TEXAS 

BY: 1M110~ 
Indiv idually and as agent for the State of Texas 
Trent A. Baulch, Senior Vice President, 
Managing Director, Minerals Management, 
Bank of Texas, N.A., as Successor Trustee of 
the Josephine Renzulli Trust #2 under the 
Will of M. A. Grisham 

DATE: j) -/U1C) 

( l l DIVID AL AC KNOW LEDGMENT) 

(CORPORATE ACKNOWLEDG ME 'T) 

Before me, the undersigned authority, on this / (_, t/1 day of December. 20 I 0. Personally appeared Trent A. Baulch and Dian a Hall 
known to me to be the identical persons who subscribed the name of Bank of Texas, N.A., as Successor Trustee of the J osephine Renzulli Trust 
#2 under the Will of M. A. G risha m, to the foregoing instrument as its Senior Vice President and Managing Director, Mineral Management 
and Ass istant Cashier/Secreta ry, respectively, and acknowledged to me that they had willingly made and executed it as their free and voluntary act 
and deed and as the free and voluntary act and deed of such national banking association, as such Successor Trustee and as Agent, for the uses and 
purposes therein expressed. 

WfTNESS my hand and official seal the day and year last above wrinen. 
My Commission Expires: 
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EXHIBIT "A" 

ATIACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED DECEMBER 13, 2010, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, BANK OF TEXAS, N.A. , AS SUCCESSOR TRUSTEE OF THE JOSEPHINE 
RENZULLI TRUST #2 UNDER THE WILL OF M.A. GRISHAM, AS LESSOR, AND CLAY JOHNSON, AS LESSEE 

1. If, at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or 
within 180 days prior to the expiration of the primary term Lessee has completed a well as a dry hole or commenced a 
well on the leased premises or lands pooled therewith , or Lessee is then engaged in operations on the leased premises or 
lands pooled therewith , Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary 
term or within 180 days after completion of such well or the cessation of such operations, whichever is the later date; and 
thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration 
units have been drilled, allowing not more than 180 days to elapse between the completion of one well and the 
commencement of the succeeding well. Should Lessee fail to begin the continuous drilling program or subsequently 
default in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, save and 
except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 
100 feet below the base of the deepest penetrated formation. As used in this paragraph: i) the term "commission" means 
the Railroad Commission of the State of Texas or any successor agency, ii) the term "proration unit" means any acreage 
designated as a drilling unit or production unit in accordance with the rules of the commission (or any other governmental 
authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and 
"completion" mean the date the initial potential test report is filed with the commission , if a productive well , or the date the 
plugging report is filed with the commission, if a dry hole, in either event no l.ater than 60 days after the drilling rig has 
been released. Notwithstanding the partial termination of this lease, Lessee shall continue to have the rights of ingress 
and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled 
therewith, for the purposes described in paragraph 1 hereof, together with easements and rights of way for roads, 
pipelines, flowlines and other facilities on or across all of the leased premises for the exploration, development, 
production, gathering or transportation of oil, gas and other products from the lands still subject to this lease or lands 
pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells required or permitted by this 
lease shall be the termination or partial termination of Lessee's rights under the lease as provided above. Once 
Continuous Drilling has ceased each proration unit will be treated as a separate lease. 

2. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all purposes this lease 
shall be a fully Paid-Up Oil & Gas Lease for the first three years. Delay Rentals have been paid in full with the Bonus 
Consideration tendered herein. Delay Rental payment was based on a $1.00 per net mineral acre per year for Two (2) 
Years. Concluding a $2.00 per acre Pd-Up Rental Payment was made in advance for the Two (2) Year Period on the net 
mineral acres indicated in this Lease. 

3. PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY. Paragraph 5 (minimum Royalty) and Paragraph 14 
(Shut in Royalty) contains a reference to a computation based upon the delay rental amount specified in Paragraph 3. 
However, notwithstanding anything contained herein to the contrary, the undersigned do hereby recognize, acknowledge 
and agree that i) all minimum royalty payments due pursuant to Paragraph 5 shall be calculated on the basis of the delay 
rental amount being one dollar ($1.00) per acre, and ii) all shut-in royalty payments due pursuant to Paragraph 14 shall be 
calculated on the basis of double the annual rental amount of one dollar ($1 .00) per acre (being two dollars ($2.00) per 
acre) , but not less than $1200.00 a year for each well capable of producing oil and gas in paying quantities. 

4. The rentals for the 151 anniversary date and for the 2"d anniversary date have been pre-paid with the bonus for this 
lease and no additional payments for the 151 anniversary date and for the 2"d anniversary date are due and payable. The 
total payment to the State and to the owner of the soil is $402.00 per acre. The state and the owner of the soil have split 
the total payment of $402.00 per acre equally. 

If delay rentals are paid on or before the 3rd anniversary date, the total rental paid shall be $345,293.66. 
Said payment will include a pre-payment for the delay rentals for the 41

H anniversary date. 
Payments shall be made as follows: To the owner of the soil: $172,646.83 

To the State of Texas: $172,646.83 
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General Land Oflice 
RehnqUJshrnent Act Lease Fom1 
Rcv1scd, September 1997 

}1( '" 111 8 

OILA 0 GA LEA E 

T HI S AGREEME Tis made and entered into this 13th day of December, 2010, between the State of Texas, acting by and 
through its agen t, Oan k of Texas, N.A., as Successo r Trustee of the J osephine Renzulli Trust # I under the Will of J o cphine R. 
Grisha m of P.O. Box 1588 Tulsa Oklahoma 74101 

--------------- ----------------------------said agent 
(Give Permanent Address) 

herein re ferred to as the owner of the soil (whether one or more), and ---::C~L,_A:-:-Y':-':J~O:-'H':-:-'-'N~OP-'-=-=---------------
________________________________________ of _____ 72~03~W~·~W~al~lwS~u~it~e~270~2 ________________________ __ 

Midland Texas 79701 

hereinafter called Lessee. 
(Give Permanent Address) 

I. GRANTING CLAUSE For and in consideration of the amounts staled below and of the covenants and agreements 
to be paid, kept and performed by Lessee under this lease, the State of Texas acting by and through the owner of the 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 oi l 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 s ituated in Culberson County, tate o f Texas, to-wit: 

Block 54, Public c hool Land S urvey 

cction 4 : /2 
ectio n 5: 56 acres o ut of the So u thea t p a rt o f the E /2 
cction 8: E /4, E/2 SW /4, SE/4 NW/4, S/2 NE/4 & NE/4 NE/4 
cctio n 10: /2 
cction 15: /2 & E /4 NE/4 
ccti on 16: A ll 
ccti on 17: A ll 
cction 18: /2 

Containing 3,059.08 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Two Hundred Thirw Thousand Five Hundred Seventy-eight and 16/ 100------
Dollars ($ 230.578. 16 

To the owner of the soil : Two Hundred Thirty Thousand Five Hundred Seventy-eight and 16/ 100------
Dollars ($ 230,578 . 16 ) · 

Total bonus consideration: Four Hundred Sixty-one Thousand One Hundred Fifty-six and 321100--------
Dollars ($ 461, 156.32 ) 

The total bonus consideration paid represents a bonus of __ 7F,_o""'u::.:r-'l:...:i..=.u:..:.nd:;r:..::ec:dc....T=:--":..:.,v:::..o-=a"'n-'=d-'N"""o=<-'/....:.I~O"""O-_-_--_--_-_--_-_--_--_-_-_____ __ 
Dollars (S_4_,_,0"""2:..:.:.0"""0'------') per acre, on 1,147.155 net acres. 

2 . TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date 
(herein called primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
As used in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial 
use of the substance(s) covered exceed out of pocket operational expenses for the s ix m~>nth s last past. 

3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (I) year from this date, this 
lease shall terminate, unless on or before such ann iversary date Lessee shall pay or tender to the owner of the soi l or to his credit in the 

------------------~-----,-.~-.~.--~-~Bank, at~---~-~~--~~-
----:--:----::.--:-:--:----:-:---,.-------;-;' or its successors (which shall continue as the deposi tory regardless of changes in the 
ownership of said land), the amount specified below; in addit ion, Lessee shall pay or tender to the COM MISS IONER OF TilE 
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 ( I) year from 
said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soi l: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Dollars($-=------=-~-{ 

To the State of Texas: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Do liars ($-=---...,......,.--:::-:---' 

Total Rental : see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Ren tal Provision 
Dollars($ ______ -' 

- 1 -

( 
"'IT FA.t':i~t ~ LUI· l 't" u o. IY C .. t:r.K 

A-r T - a_- \ • •• •• • •• • - . . . . : 
.. . : l: · ' fl. 4. J . ...... , ..!..; J< • 

~ .. : :~Q:.·~·. 



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 ( I) year each du ring the primary term. A II 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 th is 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 unt il 
th irty (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 ROYA LTI ES Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-
half ( 1/2) of the royalty provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, 
Texas, and one-half ( l/2) of such royalty to the owner of the soil : 

(A) 0 1 L. Royalty payable on oil, which is defined as inc luding all hydrocarbons produced in a liquid form at the mouth 
of the well and also as all condensate, disti llate, and other liquid hydrocarbons recovered from oil or gas run through a separator or 
other equipment, as here inafter provided, shall be 1/4th part of the gross production or the market value thereof, 
at the option of the owner of the soi l or the Commissioner of the General Land Office, such value to be determined by I) 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 so ld, used or processed in a plant, it will be run free of cost to the royalty owners th rough 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 writ ing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (incl uding narcd 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 gaso line, liquid hydrocarbons or other products) shall be 

1/4th 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 1/4th 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 Comm issioner of the General Land Office. All royalties due herei n 
shall be based on one hundred percent ( I 00%) of the total plant production of residue gas anributable to gas produced from this lease, 
and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid 
hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid hydrocarbons 
shall be fi fty percent (50%) or the highest percent accruing to a third party processi'ng gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing 
agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons 
shall be determined by I) 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 res idue gas (or the weighted average gross selling price for the respective 
grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less 
than the royalties which wou ld have been due had the gas not been processed. 

(D) OTH ER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas 
(excepting liquid hydrocarbons) whether said gas be casinghead, "dry," or any other gas, by fractionating, burning or any other 
processing shall be 1/4th part of the gross production of such products, or the market value thereof, at the option 
of the owner of the soil or the Commissioner of the General Land Office, such market value to be determined as follows: I) 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. MIN IMUM ROYALTY. During any year after the exp iration of the primary term of this lease, if this lease is 
maintained by production, the royalties paid under this lease in no event shall be less than an amount equal to the total annual delay 
rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary 
date of this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year. If Paragraph 3 of 
this lease does not specify a delay rental amount, then for the purposes of this paragraph , the delay rental amount shall be one dollar 
($ 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 
owner of the soi l or the Commissioner of the General Land Office may, at the option of ei ther, 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 thts 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 
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negate the owner of the soil 's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or 
implied, under this lease. 

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

8. PLA T FUEL AND RECYCLED GAS. o 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. otwithstanding any other provision 
of this lease, and subject to the wrinen consent of the owner of the soi l 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 roya lt ies shall be payable on the recycled gas unti l 
it is produced and sold or used by Lessee in a manner which enti tles the royalty owners to a royalty under this lease. 

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

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently 
provide that royalty on oil is due and must be received in the General Land Office on or before the 5th day of the second month 
succeeding the month of production, and royally on gas is due and must be received in the General Land Office on or before the 15th 
day of the second month succeeding the month of production, accompanied by the affidavit of the 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 poo ls 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 marh.et value. In al l 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 royally on or before thirty (30) days after the royal ty payment was due, then 
Lessee owes a penalty of 5% on the royally or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late 
shall accrue a ~enalty of iO% ofthe royalty due or $25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest 
at a rate of 12Yo per year, such interest will begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting 
documents which are not filed when due shal l 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 responsibilit y for paying or 
causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate 
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty 
in dispute as to fa ir market value. 

I 0. (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 al locable to this lease and shal l 
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. A II other contracts and records pertaining to the production, transportation, sale and marketing of the 
oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and 
pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the Attorney 
General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the 
Commissioner of the General Land Office by Lessee or operator fi ve (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 shal l 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, 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. Additionally, in accordance wi th Railroad Commiss ion 
rules, any signage on the leased premises for the purpose of ident ifying wells, tank batteries or other associated improvements to the 
land must also inc lude the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, 
cutt ings and cores, or other information relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey 
made on the bore-hole section, from the base of the 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 wi thin fifteen ( 15) days after 
the making of said survey. 

(C) PE A L Tl ES. 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. 
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II. DRY HOLE/CESSATIO OF PRODUCTION DURING PRIMAR'Y 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 
primaty 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 cessat ion 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 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 resu med 
production in paying quanti ties at the expiration of the primary term , Lessee may maintain th is lease by conduct ing additional drill ing 
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 well drilled on the above.described land be completed as a shut-in oil or 
gas well within the primaty term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or 
before the rental paying date fo llowing the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and 
upon the fa ilure to make such payment, th is lease shall ipso facto terminate. If at the expiration of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLI G AND REWORK ING AT EXPIRATION OF PRIMARY TERM . If, at the expiration of the primary 
term, neither oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this 
lease shall remain in force so long as operations on said well or for drilling or reworking of any add itional well are prosecuted in good 
faith and in workman like manner without interruptions totaling more than sixty (60) days during any one such operation, and if they 
result in the production of oil and/or gas, so long thereafter as oi l 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 ILLI G, 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 term inate if Lessee commences 
additional drilling or reworking operations within sixry (60) days after such cessation, and this lease shall remain in full force and 
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty 
(60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in fu ll 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 royalt ies is made as provided herei n or as provided by law. If the drilling or reworking operat ions result in 
the completion of a we ll as a dry hole, the lease wi ll not terminate if the Lessee commences addi tional drill ing or reworking operations 
within sixty (60) days after the completion of the well as a dry ho le, and this lease shall remain in effect so long as Lessee continues 
drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than s ixty (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 suitable production facil ities 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 $1,200 a year for each well capable of producing oi l or gas in paying quantities. If Paragraph 3 of this lease does not 
specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($ 1.00) per acre. To 
be effective, each initial shut-in oi l or gas royalty must be paid on or before: ( I) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the 
Commissioner of the General Land Office and one-half ( 1/2) to the owner of the soil. If the shut-i n 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, af1er that, if no suitab le 
production faci lities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one 
(I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL Tl ES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is sold and delivered in paying quantities from a well located within one thousand (I ,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 tease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effecti ve 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 ( 1/2) to the owner of the 
soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well causing 
the drainage or that is completed in the same producing reservoir and located within one thousand (I ,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in 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 Paragrapl1 9 of th is lease. None of these provisions will 
relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in Texas Natural 
Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. 
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16. RETA!NED ACREAG E. 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 ( I) 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 (i ncluding a shut-in 
oi l 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 52.15 1-52.153, 
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 reclassi tied 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 sa id 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 I hereof, together with easements and right-of-ways for ex isting roads, existing pipelines and other existing faci lities on, 
over and across all the lands described in Paragraph I hereof ("the retained lands"), for access to and from the retained lands and for 
the gathering or transportation of oi l, 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 term in ate as to all depths below I 00 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 (U2) of the bonus originally paid as consideration for this lease (as specified on page I 
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 addi tional 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 FIL!NG. The surface acreage retained hereunder as to each well shall, as nearly as 
practical, be in the form of a square with the well located in the center thereof, or such other shape as may be approved by the 
Commissioner of the General Land Office. Within thirty (30) days after partial term inat ion of this lease as provided herein, Lessee 
shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on the date the release is filed . 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 relieve 
Lessee of his obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or 
other agent in control of the leased premises shall drill as many wells as the facts may justify and shall use appropriate means and drill 
to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In addition, if oi l 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 oi l 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 I 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 drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soi l's agency rights to forfei ture. Only 
upon the determination of the Commissioner of the General Land Office and with his wriuen approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells requ ired 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 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 oi l or gas from the leased premises. Ilowever, nothing in this 
paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of 
such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend 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 so il 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. 
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20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soi l 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 proponion 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 ( 11 16) of such gross product ion. 

(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. 15 1-52. 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 tota l 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. 

2 1. USE OF WATER. Lessee shall have the right to use water produc.ed 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 soi l. 

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. PIPELIN E DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

24. WELL LOCI\ TION LIM IT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now 
on sa id 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 limiting the foregoing, pol lution of coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use of containment faci lities sufficient to prevent spillage, seepage or ground water contamination. In the event of 
pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible 
for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits and 
tank batteries so as to protect li vestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
Lessee shall fi ll and level all slush pi ts and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, whi le 
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. R.EMOV AL OF EQU IPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove 
machinery and fi xtures 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 this 
120-day period. llowever, Lessee may not remove casing from any well capable of producing oil and gas in paying quantities. 
Addi tionally, 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 wh ich 
are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights 
and estates of either party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be 
binding upon their heirs, devisees, legal representatives, successors and assigns. Ho"Xever, a change or division in ownership of the 
land, rentals, or royalties wi ll not enlarge the obligations of Lessee, diminish the rights, privileges and estates of Lessee, impair the 
effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division 
in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 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 shal l, 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 acreage, the right and option to pay 
rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to 
pay his share of the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; 
however, if the ass ignor 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, liabil it ies, 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 roya lties. • • •• ••• ••• 
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(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soi l 
acquires th is lease in whole or in part by assignment without the prior writlen appro'val of the Comm issioner 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: 

(I) 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 soi I; 
(5) a partner or employee in a partnership which is the owner of the soi l; 
(6) a fiduciary for the owner of the soil ; including but not limited ,to a guardian, trustee, executor, administrator, 
receiver, or conservator for the owner of the soil ; or 
(7) a fami ly 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 soi l and place of record a release or releases covering any portion or portions of the leased premises, 
and thereby surrender this lease as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. 
If any part of this lease is properly surrendered, the delay rental due under this lease shal l 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 liabi lities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILl G OF ASSIGNMENTS A D RELEASES. If all or any part of this lease is assigned or released, such 
assignment or release must be recorded in the county where the land is situated, and the recorded instrument. or a copy of the recorded 
instrument certified by the County Clerk of the county in wh ich the instrument is recorded, must be fi led 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 
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. 

3 1. FIDUCIARY DUTY. The owner of the soi l owes the State a fiduciary duty and must fully disclose any facts 
affecting the State's interest in the leased premises. When the interests of the owner of the soil conflict with those of the State, the 
owner of the soil is obligated to put the State's interests before his personal interests. 

32. FORFEITURE. If Lessee shall 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 fal se return or false report concerning production or drilling, or if 
Lessee sha ll fail or refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by the 
Commissioner of the General Land Office, or if Lessee should fail to file reports in 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 
fai l or refuse to give correct information to the proper authori ty, 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 th is lease is ass igned and 
the assignment is not fi led 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 forfei t same when sufficiently informed of the facts which authorize a forfeiture, and 
when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising 
hereunder. Forfeitures may be set as ide and this lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this 
lease and the rules and regulations that may be adopted relative hereto. 

33. LI EN. In accordance with Texas Natural Resources Code 52. 136, the State shall have a first lien upon all oil and 
gas produced from the area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become 
due under this lease. By acceptance of this lease, Lessee grants the State, in add ition 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 im provements to the leased premises used in connection with 
the production or processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become 
due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. Th is lien and security interest may be foreclosed with or without court 
proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon 
the above-described property or from Lessee's acquisition of this lease. Should the .Commissioner at any time determine that this 
representation is not true, then the Commissioner may declare th is lease forfeited as prov ided herein. 
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34. POOLING. Lessee is hereby granted the right to pool or unitize th~ royalty interest of the owner of the soil under 
this lease with any other leasehold or mineral interest for the exp loration, 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 52.15 1-52.153. The owner of the 
soil agrees that the inclusion of th is provision in th is lease satisfies the execution requirements stated in Texas Natural Resources Code 
52. 152. 

35. I DEMNITY. 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 hann, including environmental hann, for which recovery of damages is 
sought, including, but not limited to, all losses and expenses which are caused by the 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 
all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery 
of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, 
including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any 
and all environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the 
leased premises; those arising from Lessee's use of the 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, its officers, employees, and agents as described above. EXCEPT A OTHERWI E EXPRE LY LIMITED HEREIN, 
ALL OF T HE INDEMN ITY OBLIGATION ANO\OR LIABILITIE A MED NOER THE TERM OF TI-l l 
AGREEME T HALL BE WITHOUT LIM IT A 0 WITHOUT REGARD TO THECA E OR CAU E THEREOF 
(EXCLUD ING PR E-EX I T ING CONOITrO ), TR ICT LIAB ILITY, OR THE NEG LIGE CE OF ANY PARTY OR 
PARTIE (I CL 0 1 G THE NEGLIGENCE OF THE INDEMN IFIED PARTY), WHETHER UCH NEG LIGENCE BE 
OLE, JO INT, CO CURRENT, ACTIVE, OR PA SIVE. 

36. ENV IRONMENTAL HAZA RDS. Lessee shall usc the highest degree of care and all reasonable safeguards to 
prevent contamination or pollution of any environmental medium, including soi l, surface waters, groundwater, sed iments, and surface 
or subsurface strata, ambient air or any other environmental medium in, on, or under the leased premises, by any waste, pollutant, or 
contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos containing materials, explosives, toxic 
materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "Hazardous Substance" 
is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et 
seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except ordinary products 
common ly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LE EE' VIOLATION OF THE FOREGOING PROH IBITION HALL CO TIT UTE A MATER IAL BREACH A 0 
DEFAULT HEREUNDER AND LE EE HALL I DEMN IFY, HOLD l-IARMLE A 0 OEFE 0 T il E TATE OF 
TEXA A 0 THE OWNER OF THE O IL FROM A 0 AGA INST ANY CLAIM , DAMAGE , JUOGME T , 
PENALTIE , LIABILITIE , AND CO T (I CLUOING REA ONABLE ATTORNEYS' FEE AND CO RT CO T) 
CA EO BY OR ARI I GOUT OF (I) A VIOLATION OF THE FOREGOING. PROHIBIT ION OR (11) THE PRE ENCE, 
RELEA E, OR 0 1 PO AL OF A Y HAZARDOUS MATER IAL ON, NOER, OR ABO T THE LEA EO PREMI E 
OUR! G LE EE' 0 CUPA CY OR CONTROL OF T HE LEA EO PREMI E . LE EE HALL CLEAN UP, 
REMOVE, REM EDY AND REPAIR ANY OIL OR GRO NO WATER CO TAMINATIO A 0 DAMAGE CA EO BY 
THE PRE ENCE OR RELEASE OF ANY ll AZAROOU MATER IAL IN, 0 , U OER, OR ABOUT THE LEA EO 
PREM I ES OUR! G LE EE' OCCUPA CY OF TH E LEA EO PREMI E I CO FORMANCE WITH TH E 
REQU IR EMENT OF APPLICABLE LAW. T HIS INDEMN IFICATION A 0 A UMPTIO HALL APPLY, BUT I 
NOT LIM ITED TO, LIABILITY FOR RE PO E ACTION NOERTAKE P R A T TO CE R LA OR A Y 
OTHER ENVIRONM ENTA L LAW OR REGULATIO . LE EE HALL IMMED IATELY G IVE THE TATE OF 
TEXA A 0 THE OWNER OF THE OIL WRITTEN OTI E OF A Y BRE C H OR PECTEO BREACH OF TI-ll 
PARAGRAPH, UPON LEARNING OF THE PRE ENCE OF ANY HAZARDO MATERIAL , OR PO RECE I I G 
A OTICE FROM A Y GOVER MENTAL AGE CY PERT AI lNG TO IIAZARDO MATERIAL WHICH MAY 
AFFECT THE LEA EO PREM ISE . THE OBLIGATIO OF LE EE HERE NOER HALL RVIV E THE 
EXP IRATION OR EARLIER TERM INAT ION, FOR ANY REA ON, OF TH IS 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 applicab le statutes and amendments thereto, and if any provision in 
this lease does not conform to these statutes, the statutes will preva il 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 
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 I. 
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39. LEASE FTLfNG. Pursuant to Chapter 9 of the Texas Business and Commerce Code, th is lease must be filed of 
record in the office of the County Clerk in any county in which all or any part of the leased premises is located, and certified copies 
thereof must be filed in the General Land Office. This lease is not effective until a certified copy of this lease (which is made and 
certified by the County Clerk from his record~) i~ filed in the General Lan~ O~ce in accordance with Tex~s Nat~ral R~sources c .ode 
52. 183. Additionally, this lease shall not be bmdmg upon the State unless 11 recttes the actual and true constderattOn patd or promtsed 
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. 

40. See attached Exhibit "A" for additional provisions. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

STAZEXAS 

BY: {Wff~ 
Indivi<:lually and asagentOrthe State ofTexas 
T rent A. Baulch, Senior Vice President, 
Managing Director, Minerals Management, 
Bank of Texas, N.A., as Successor Trustee of 
the Josephine Renzulli Trust #1 under the 
Will of Josephine R. Grisham 

DATE:........:f-=-)_-/_{;_-_1 () ____ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared Clay Johnson known to me to be the person whose name is subscribed to 
the foregoing inStrUment, and acknowledged to me that they exButed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the \ day of 1~ 2010. 

M. K. BRASUEL 
My Commission Expires 

October 19, 2012 

STATE OF OKLAHOMA 

COUNTY OF TULSA 

(CORPORATE ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this J fo tn day of December, 2010, Personally appeared Trent A. Baulch and Diana Hall 
known to me to be the identical persons who subscribed the name of Bank of Texas, N.A., as Successor Trustee of the Josephine Renzulli Trust 
#I under the Will of Josephine R. Grisham, to the foregoing instrument as its Senior Vice President and Managing Director, Mineral 
Management and Assistant Cashier/Secretary, respectively, and acknowledged to me that they had willingly made and executed it as their free and 
voluntary act and deed and as the free and voluntary act and deed of such national banking association, as such Successor Trustee and as Agent, for 
the uses and purposes therein expressed. 
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EXH IBIT " A" 

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED DECEMBER 13, 2010, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, BANK OF TEXAS, N.A ., AS SUCCESSOR TRUSTEE OF THE JOSEPHINE RENZULLI 
TRUST #1 UNDER THE WILL OF JOSEPHINE R. GRISHAM, AS LESSOR, AND CLAY JOHNSON, AS 

LESSEE 

1. If, at the expiration of the primary term, this lease is being maintained in .force under any provision of the lease, or 
within 180 days prior to the expiration of the primary term Lessee has completed a well as a dry hole or commenced a 
well on the leased premises or lands pooled therewith , or Lessee is then engaged in operations on the leased premises or 
lands pooled therewith, Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary 
term or within 180 days after completion of such well or the cessation of such operations, whichever is the later date; and 
thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration 
units have been dril led, allowing not more than 180 days to elapse between the completion of one well and the 
commencement of the succeeding well. Should Lessee fa il to begin the continuous drilling program or subsequently 
default in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, save and 
except for the proration unit surround ing each well then producing, capable of producing or upon which operations are 
being conducted , limited, respectively, to those depths from the surface down to the stratigraphiC equivalent of the depth 
100 feet below the base of the deepest penetrated formation. As used in this paragraph: i) the term "commission" means 
the Railroad Commission of the State of Texas or any successor agency, ii) the term "proration un it" means any acreage 
designated as a drilling unit or production unit in accordance with the rules of the commission (or any other governmental 
authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and 
"completion" mean the date the initial potential test report is filed with the commission, if a productive well, or the date the 
plugging report is filed with the commission , if a dry hole, in either event no later than 60 days after the drilling rig has 
been released. Notwithstanding the partial termination of this lease, Lessee shall continue to have the rights of ingress 
and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled 
therewith, for the purposes described in paragraph 1 hereof, together with easements and rights of way for roads, 
pipelines, flowlines and other facilities on or across all of the leased premises for the exploration, development, 
production, gathering or transportation of oil, gas and other products from the lands still subject to this lease or lands 
pooled therewith . The sole liability or penalty for the failure of Lessee to drill any well or wells required or permitted by this 
lease shall be the termination or partial termtnation of Lessee's rights under the lease as provided above. Once 
Continuous Drill ing has ceased each proration unit will be treated as a separate lease. 

2. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all purposes this lease 
shall be a fully Paid-Up Oil & Gas Lease for the first three years. Delay Ren.tals have been paid in full with the Bonus 
Consideration tendered herein. Delay Rental payment was based on a $1 .00 per net mineral acre per year for Two (2) 
Years. Concluding a $2.00 per acre Pd-Up Rental Payment was made in advance for the Two (2) Year Period on the net 
mineral acres indicated in this Lease. 

3. PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY. Paragraph 5 (minimum Royalty) and Paragraph 14 
(Shut in Royalty) contains a reference to a computation based upon the delay rental amount specified in Paragraph 3. 
However, notwithstanding anything contained herein to the contrary, the undersigned do hereby recognize, acknowledge 
and agree that i) all minimum royalty payments due pursuant to Paragraph 5 shall be calculated on the basis of the delay 
rental amount being one dollar ($1 .00) per acre , and ii) all shut-in royalty payments due pursuant to Paragraph 14 shall be 
calculated on the basis of double the annual rental amount of one dollar ($1 .00) per acre (being two dollars ($2.00) per 
acre), but not less than $1200.00 a year for each well capable of producing oil and gas in paying quantities . 

4. The rentals for the 151 anniversary date and for the 2nd anniversary date have been pre-paid with the bonus for this 
lease and no additional payments for the 151 anniversary date and for the 2nd anniversary date are due and payable . The 
total payment to the State and to the owner of the soil is $402.00 per acre. The state and the owner of the soil have split 
the total payment of $402.00 per acre equally. 

If delay rentals are paid on or before the 3rd anniversary date, the total rental paid shall be $345,293.66. 
Said payment will include a pre-payment for the delay rentals for the 41

h anniversary date. 
Payments shall be made as follows: To the owner of the soil: $172·,646.83 

To the State of Texas: $172,646.83 

- 10-
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THE STATE OF TEXAS 

I, Linda McDonald, Clerk of the County Court m and 

~1-'-"'-""'-~>oo...~o.....;.__ _____ Records of Culberson Count) 

Texas. h \L 
TO C~TIFY \\!Hl~H. Witness my hand and seal at Van Horn this "L D t1' 

day of i) e tl\'f\he..r 2D\.b 
~jl (L(\ l1 1 fl.,. LINDA \lfcDO"'i\1 0. COU~TY CLFR" 

By'JA0\~· JASIQ Deputy CULULRSUN COUNl Y, rE.XAS 
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General Land Ollice 
Relinquishment Ael Lease Form 
Revised, September 1997 

~ u\1333 

O I L AND GA L EA E 

__ _:.::..:..:,:__day of December, 20 I 0, between the State of Texas, acting by and 
through its agent, Bank of Texas, N.A., a ucces or Tru tee of th e Carol Hall B. Ma jzlin Trust # I under the Will of J osephine 
R. Grisha m of P.O. Box 1588 Tulsa Oklahoma 74 101 

hereinafter called Lessee. 

I . GRANTING CLA USE For and in consideration of !he 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 !he sole and only purpose of prospecting and dr il ling for and producing oil and gas, laying pipe 
lines, bui lding tanks, s!Oring oil and bui lding power Stations, telephone lines and other Slructures thereon, 10 produce, save, lake care 
of, treat and lransport said products of lhe lease, the following lands situated in Culberson County, State o fTexas, to-wit: 

B lock 5-t, P ubli c chool La nd urvcy 
cction 4: /2 
cction 5: 56 acres out of the outhcas t part of the E/2 
cction 8: E/4, E/2 W/4, E/4 NW /4, S/2 NE/4 & NE/4 NE/4 
cction I 0: /2 
ection 15: S/2 & E/4 E/4 
ection 16: All 

Section 17 : All 
Secti on 18: S/2 

Containing 3,059.08 acres, more or less. The bonus consideration paid for !his lease is as follows: 

To the State ofTexas: Thirty-eight Thousand Four Hundred Twenly-nine and 701100---------------
Dollars ($ 38,429.70 ) 

To the owner of the soil: Thirty-eight Thousand Four llundred Twenty-nine and 70/ 100---------------
Dollars ($ 38,429.70 ) 

Total bonus consideration: Seventy-six Thousand Eight l lundred Fi fty-nine and 40/ 100-------------
Dol lars ($ 76 859.40 ) 

The tOlal bonus consideralion paid represents a bon us of __ 7 F:....;o::..:u::..:r....:Hc..:.=ur""1d,r""c'-=d-::T:....;w""o==-"'a"-:n.::.d-'-·N..:.;o::.:./-'-I""O""O-_-_--_--_-_--_--_-_--_--_ _____ _ 
Dollars ($_4""'0...,2"".0""'0'-----) per acre, on 19 1.1925 ncl acres. 

2. TERM . Subject lo the other provisions in this lease, this lease shall be for a tenn of Five (5) years from this date 
(herein called primary term ") and as long lhereafler as oil and gas, or ei ther of them, is produced in paying quantit ies from said land . 
As used in !his lease, the term "produced in paying quanlilies" means that the receipts from !he sale or other authorized com mercial 
usc of the subslance(s) covered exceed out of pocket opcralional expenses for the six monlhs last past. 

3. DELA Y RENTALS. If no well is commenced on the leased premises on or before one ( I) year from th is date, this 
lease shall term inate, unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the 
-----------------~-----,~~-.-o-~ _ ___ Bank,at ~---~-~~--~~ 
----:--:----::---:-:-~--:-:,--:--------;-;' or its successors (which shall continue as the depository regardless of changes in the 
ownership of said land), the amount specified below; in addi tion, Lessee shall pay or lender to the COM MI SSIONER OF THE 
GENERA L LAND OFFICE OF TH E STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or before sa id date. Payments under 
!his paragraph shall operate as a renlal and shall cover !he privi lege of deferring the commencement of a well fo r one ( I) year from 
sa id date. Payments under this paragraph shall be in the followi ng amounts: 

To the owner of the soil: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Dollars($ ) 

To the State of Texas: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Remal Prov ision 
Dollars($ ) 

Total Rental: sec Paragraphs 2 and 4 of the attached Exhibil "A" for amended Delay Renlal Provis ion 
Dollars ($ _____ -J 

• '-'"'"II( • •• ••• 
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In a like manner and upon like payments or tenders annually, the commencement of a well may be fur1her deferred for successive 
periods of one ( I) 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, liqu idate, fail or be succeeded by another bank, or for 
any reason fail or refuse to accept rental , Lessee shall not be held in default for failure to make such payments or tenders of rental until 
thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to 
receive such payments or tenders. 

4. PRODUCTION ROYALTIES Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-
half ( 1/2) of the royalty provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin, 
Texas, and one-half (l /2) of such roya lty 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 oi l or gas run through a separator or 
other eq uipment, as hereinafter provided, shall be 1/4th part of the gross production or the market value thereof, 
at the option of the owner of the soi l or the Commissioner of the General Land Office, such value to be determined by I) the highest 
posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liqu id 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 so ld, used or processed in a plant, it wi ll be run free of cost to the royalty owners through an 
adequate oi l and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable 
from the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be 
waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCE ED GA . 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 gasol ine, liquid hydrocarbons or other products) shall be 

114th 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 test ing 
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 l/4th part of the residue gas and the liquid hydrocarbons extracted or the 
market value thereof, at the option of the owner of the soi l or the Commissioner of the General Land Office. All royalties due herein 
shall be based on one hundred percent ( 100%) of the total plant production of residue gas attributable to gas produced from this lease, 
and on fifty percent (50%), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid 
hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affi liate) owns an interest, then the percentage applicable to liquid hydrocarbons 
shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing 
agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons 
shall be determined by I) 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 selli ng 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 roya lties which would have been due had the gas not been processed. 

(D) OTII ER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas 
(excepti ng liquid hydrocarbons) whether said gas be casinghead, "dry," or any other gas, by fractionating, burning or any other 
processing shall be 1/4t h part of the gross production of such products, or the market value thereof, at the option 
of the owner of the soil or the Commissioner of the General Land Office, such market value to be determined as follows: I) 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. MIN IMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is 
maintained by production, the royalt ies paid under this lease in no event shall be less than an amount equal 10 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. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 
owner of the soil or the Commissioner of the General Land Office may. at the option of either, upon not less than sixty (60) days 
notice to the holder of the lease, require that the payment of any royalties accruing to such royalty owner under this lease be made in 
kind. The owner of the soi l's or the Commissioner of the General Land Office's right to take its royalty in kind shall not diminish or 
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negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or 
implied, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (includ ing those paid in kind) shall be 
without deduction for the cost of producing, gathering, storing, separating, treating, dehydrating, compressing, process ing, 
transporting, and otherwise making the oil, gas and other products hereunder ready for .sale or use. Lessee agrees to compute and pay 
royalties on the gross value received, including any reimbursements for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's 
proportionate share of any fuel used to process gas produced hereunder in any processing plant. Notwithstanding any other provision 
of this lease, and subject to the written consent of the owner of the soi l and the Commissioner of the General Land Office, Lessee may 
recycle gas for gas lifi 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. 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 ru les 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 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 srorage, and any other reports or records 
which the General Land Office may requi re to verify the gross prod uction, 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 roya lty payment which is over thirty (30) days late 
shall accrue a ~:en a l ty of 10% of the royalty due or $25.00 whichever is greater. In addit ion to a penalty, royalties shall accrue interest 
at a rate of 1 2 ~'• per year, such interest will begin accru ing when the royalty is sixty (60) days overdue. Affidavits and supporting 
documents which are not filed when due shall incur a penalty in an amount set by the General Land Office administrative rule which 
is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or 
causing royalties to be paid as prescribed by the due date provided herein . Payment of the delinquency penalty shall in no way operate 
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royal ty 
in dispute as to fair market value. 

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

(B) PERM ITS, DRI LUNG RECORDS. Written notice of all operations on this lease shall be submitted to the 
Commissioner of the General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary 
abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of 
Railroad Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to 
the General Land Office at the time they are filed with the Texas Railroad Commission. All applications, permits, reports or other 
fi lings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Rai lroad Commission or 
any other governmental agency shall include the word "State" in the title. 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 sha ll supply the General Land Office with any records, memoranda, accounts, reports, 
cuttings and cores, or other infonnation relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivi ty survey 
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen ( 15) days after 
the making of said survey. 

(C) PE ALT IES. 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. 
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II. DRY HOLE/CESSATION OF' PRODUCTION DU RING PRIMARY TERM. If, during the primary term hereof 
and prior to discovery and production of oi l 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 
sa id dry hole or cessation of production Lessee commences add itional drill ing or reworking operations thereon, or pays or tenders the 
next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) 
days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease 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 maintain this lease by conducting add itional drill ing 
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 fi rst well or any subsequent well drilled on the above described land be completed as a shut-in oil or 
gas well within the primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or 
before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and 
upon the failure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut- in provisions 
hereof. 

12. DRILLING AND REWORK ING AT EX PIRATION OF' PRIMARY TERM . If, at the expiration of the pri mary 
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 fo r drilling or reworking of any additional well are prosecuted in good 
fai th and in workmanl ike manner wi thout interruptions totaling more than sixty (60) days during any one such operation, and if they 
resu lt in the product ion of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quanti ties from said land, or 
payment of shut-in oi l or gas well royalties or compensatory royalt ies 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 wi thin sixty (60) days after such cessation, and this lease shall remain in full force and 
effect for so long as such operations continue in good faith and in workmanlike manner wi thout 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 fu ll 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 drill ing or reworking operations resu lt in 
the completion of a well as a dry hole, the lease will not terminate if the Lessee commences addi tional 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 cont inues 
drilling or rework ing operations in good fai th and in a workmanl ike manner wi thout 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 TI ES. 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 oi l or gas in paying 
quantities is located on the leased premises, but oi l or gas is not being produced for lack of suitable production faci lities 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 produci ng oil or gas in pay ing quant ities. If Paragraph 3 of th is lease does not 
specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($ 1.00) per acre. To 
be effective, each initial shut-in oil or gas roya lty must be paid on or before: ( I) the expiration of the primary term, (2) GO days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) GO days after Lessee completes a drilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the 
Commissioner of the General Land Office and one-half ( 1/2) to the owner of the soil. I fthe shut-in oil or gas royalty is paid, the lease 
shall be considered to be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of 
the primary term, or from the first day of the month following the month in which production ceased, and, after that, if no suitable 
production facilities or suitable market for the oi l or gas ex ists, Lessee may extend the lease for four more successive periods of one 
( I) year by paying the same amount each year on or before the expi ration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is sold and delivered in paying quantities from a well located within one thousand (I ,000) feet of the leased 
premises and completed in the same producing reservoir, or in any case in which drai nage is occurring, the right to continue to 
maintain the lease by paying the shut-in oil or gas royal ty shall cease, but the lease shall remain effective for the remainder of the year 
for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or 
which is completed in the same producing reservoir and within one thousand ( I ,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 
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 with in o~e thousand (I ,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annua l 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. one of these provisions will 
relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in Texas atural 
Resources Code 52. 173; however, at the determ ination of the Commissioner, and with the Commissioner's wri tten approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. • •. •:• : ••: ••: •:• 

• • • • • • • • • • • • • • • • • • •• • • • • • •• - 4 - • • • •• • • • 



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 di ligence 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 (I) 40 acres surrounding each oil well capable of 
producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in 
oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking 
operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas Natural Resources Code 52.151 -52.153, 
or (3) such greater or lesser number of acres as may then be allocated for productipn purposes to a proration unit for each such 
producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency. or other governmental 
authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the applicable field 
rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells 
for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. otwithstanding 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 I hereof, together with easements and right-of-ways for existing roads, existing pipelines and other existing facilities on, 
over and across all the lands described in Paragraph I 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) }'ears after the expiration date of the primary or 
extended term it shall fu rther terminate as to all depths below I 00 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 I 
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) IDENTIFI CATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as 
practical, be in the form of a square with the well located in the center thereof, or such other shape as may be approved by the 
Commissioner of the General Land Office. Within thirty (30) days after partial termination of this lease as provided herein, Lessee 
shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on the date the release is fil ed. 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 instrumem 
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 bon us, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve 
Lessee of his obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or 
other agent in control of the leased premises shall drill as many wells as the facts may justify and shall use appropriate means and drill 
to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In addition, if oil and/or gas should be 
produced in commercial quantities within I ,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 I 00 days after the draining well or wells or the well or wells completed 
within I ,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil 's agency rights to forfeiture . Only 
upon the 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 th is 
paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is preventep 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 white Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. llowevcr, nothing in this 
paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of 
such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend 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 ma\,es payments on behalf of the 
owner of the soi l under this paragraph, Lessee may recover the cost of these payments from the rental and royalties due the owner of 
the soil. 
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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 soi 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 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) REDUCTION OF PAYM ENTS. 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 expi ration 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 
su itable for livestock or irrigation purposes for water flood operations without the prior consent of the owner of the soi l. 

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

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

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

25. POLLUTION. In developing this area, Lessee shall usc the highest degree of care and all proper safeguards to 
prevent pollution. Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of 
pollution, Lessee shall use al l means at its disposal to recapture all escaped hydrocaroons or other pollutant and shall be responsible 
for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits and 
tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of al l rubbish thereon. Lessee shall, while 
conducting operations on the leased premises, keep said premises free of al l 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 EQU IPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove 
mach inery and fi xtures 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 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 shall become the owner of' any machinery, fixtures, or casing which 
arc not tim ely 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 
bind ing upon their heirs, devisees, legal representatives, successors and assigns. However, a change or division in ownership of the 
land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and estates of Lessee, impair the 
effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division 
in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his 
heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory 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 par1ial 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 entirety as to only part of the acreage, the right and option to pay 
rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to 
pay his share of the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; 
however, if the assignor or assignee does not file a certified copy of such assignment in the General Land Office before the next rental 
paying date, the entire lease shall terminate for failure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to 
all rights and be subject to all obligations, liabilities, and penalties owed to the State by the original lessee or any prior assignee of the 
lease, including any liabilities to the State for unpaid royalties. • • •• • • •• ••• ••• 
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(B) ASSIGNMENT LIMI TATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil 
acquires this lease in whole or in pan by assignment without the prior wrinen 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 so il if the assignee is: 

(I) 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 ecnployee 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 l; 
(6) a fiducia1y for the owner of the soil ; including but not lim ited to a guardian, trustee, executor, administrator, 
receiver, or conservator for the owner of the soil; or 
(7) a fami ly member of the owner of the so il or related to the owner of the soi l by marriage, blood, or adoption. 

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

29. FILING OF ASSIGNMENTS A D RELEASES. If all or any part of this lease is assigned or released, such 
assignment or release must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded 
instrument certified by the County Clerk of the county in which the instrument is recorded, must be filed in the Genera l Land Office 
within 90 days of the last execut ion date accompanied by the prescribed filing fee. If any such ass ignment is not so fil ed, the rights 
acquired under this lease shall be subject to forfeiture at the option of the Commissioner of the General Land Office. 

30. DISCLOSU RE CLA USE. All provisions pertaining to the lease of the above-described land have been included in 
th is 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. 

3 1. 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 soi l connict with those of the State, the 
owner of the soil is obligated to put the State's interests before his personal interests. 

32. FORFEITU RE. If Lessee shall fa il or refuse to make the payment of any sum within thirty days after it becomes 
due, or if Lessee or an authorized agent should knowingly make any false return or 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 
Commissioner of the General Land Office, or if Lessee should fail to file reports in the. manner required by law or fai l 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 au thority access 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 Land Office a 
correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or if th is lease is assigned and 
the assignment is not filed in the General Land Office as required by law, rhe 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 herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitation arisi ng 
hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this 
lease and the rules and regulations that may be adopted relat ive hereto. 

33. LI EN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and 
gas produced from the area covered by this lease to secure payment of a ll 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 securi ty interest in all leased minera ls in and 
extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with 
the production or processing of such leased minerals in order to secure the payment of 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 
covenan t 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 Tit le I, Chapter 9 of the Texas Business ·and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's act ivities upon 
the above-described property or from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this 
representation is not true, then the Commissioner may declare this lease forfeited as provided herein. . ••• • ••• ••• • •• 

• • • • • • • • • • • • • • 
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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 oi l or gas or ei ther of them 
upon the same terms as shall be approved by the School Land Board and the Commissibner 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 52.15 1-52. 153. The owner of the 
soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natura l Resources Code 
52. 152. 

35. INDEMN ITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil , their officers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all 
and any actions and causes of action of every nature, or other harm, including environmental harm, for which recovery of damages is 
sought, including, but not lim ited 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 
all cla ims, liabi lit ies, 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 liabi lity, incl uding attorneys' fees and other legal expenses, 
including those related to environm ental hazards, on the leased premises or in any way related to Lessee's failure to comply wi th any 
and all environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's act ivities 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 soi l, their officers, employees, and agents in the same manner provided above in con nection with the act ivities of 
Lessee, its officers, em ployees, and agents as described above. EXCEPT A OTHERW I E EXPRE LY LIMIT ED II EREI , 
ALL OF TH E INDEMN ITY OBLIGATIO S ANO\OR LIAB ILITIES A UMEO UN DER T HE T ERM OF T HI 
AGREEM ENT HALL BE W ITHOUT LIMIT A 0 WIT HOUT REGARD TO THE CAU E OR CAU E THEREOF 
(EXCL 0 1 G PRE-EXt T ING CO OITIONS), TRICT LIAB ILITY, OR THE EG LI GE CE OF ANY PARTY OR 
PA RT IE (I C LUO I G THE EG LIGENCE OF TH E INOEM IFIEO PARTY), W II ETHER UCH EG LIGENCE BE 
OLE, JO t T, CO CU RRE T, ACT IVE, OR PA IVE. 

36. ENVIRONMENTAL I IAZARDS. Lessee shall usc 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, pollutant, or 
contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos containing materials, explosives, toxic 
materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the tem1 "Hazardous Substance" 
is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et 
seq.), or tox ic substances under any federal, state, or local law or regulat ion ("Hazardous Materials"), except ord inary products 
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LE EE' VIOLATION OF THE FOREGO! G PRO III BIT IO HALL CO T ITUTE A MATERIAL BREACH A D 
DEFAU LT HEREUNDER AND LE EE SHALL I OEMN IFY, HOLD HARMLE A 0 OEFE D TH E TATE OF 
T EXA A D THE OWNER OF THE OIL FROM A 0 AGA IN T A Y CLAIM , DAMAGE , J OGME T , 
PENA LTIE , LIAB ILIT IE , A 0 CO T (I C LUOI NG REA 0 ABLE ATTOR EY ' FEE A 0 CO RT CO T ) 
CAU EO 13Y OR ARt lNG 0 T OF {I) A VIOLATION OF T HE FOREGO! G PROH IBIT IO OR {II) THE PR E E CE, 
RELEA E, OR Dl PO AL OF A Y HAZARDOU MATER IAL 0 , OER, OR ABO T THE LEA EO PREM I E 
0 RING LE EE' OCCUPANCY OR CO TROL OF THE LEA EO PREMI E . LE EE HALL C LEA P, 
REMOV E, REMEDY AND REPAIR A Y OIL OR GRO 0 WATER CONTAM I ATIO A 0 DAMAGE CAU EO BY 
TH E PRE ENCE OR RELEA E OF ANY HAZAROO U MATER IAL I , 0 , OER, OR ABOUT THE LEA ED 
PREMI E DURING LE EE' OCCUPA C Y OF THE LEA ED PR EM I E I CONFORMA CE WITH TH E 
REQU IREMENT OF APPLICA BLE LAW. TI-ll INDEMN IFICATION AND A UMPTION HALL APPLY, BUT I 
NOT LIMITED TO, LIAB ILITY FOR RESPON E ACTIO UN DERTA KE PU R UANT TO CERC LA OR A Y 
OTHER ENV IRONMENTAL LAW OR REGU LAT ION. LE EE HALL IMM EDIATELY GIVE TH E TATE OF 
TEXA AND T HE OWNER OF THE O IL WRITTE OTICE OF ANY BREAC II OR PECTEO BREACH OF TH I 
PARAGRAPH, UPON LEA R lNG OF TH E PRE ENCE OF ANY HAZAROO MATERIAL , OR PON RECEIVING 
A NOTICE FROM ANY GOV ERNMENTAL AGENCY PERTA IN! G TO HAZA ROO U MATER IAL WIII CH MAY 
AFFECT TH E LEA EO PREM I E TH E OBLIGATION OF LES EE HEREU OER HALL RV IVE THE 
EX PIRATIO OR EA RLIER TERM I AT ION, FOR A Y REA 0 , OF THI AGR EEME T. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas atural 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 docs not conform to these statutes, the statutes wi ll prevail over any nonconforming lease provisions. 

38. EXECUTION. Th is oi l and gas lease must be signed and acknowledged by the Lessee before it is filed of record in 
the county records and in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this 
lease have been satisfied, the effective date of this lease shall be the date found on Page I. 

• • •• • •• • ••• • •• 
• • • • • • • • • • • • • • • • • • • • • • • - 8 - • • • • • • • • • •• • • ••• • • • 



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 Clerk in any county in wh ich all or any part of the leased prem ises is located, and certified copies 
thereof must be filed in the General Land Office. This lease is not effective until a certified copy of this lease (which is made and 
certified by the County Clerk from his records) is filed in the General Land Office in accordance with Texas Natural Resources Code 
52. 183. Additionally, th is lease shaH not be binding upon the State unless it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed fil ing fee shaH accompany such certi fied copy to the General 
Land Office. 

40. See attached Exhibit "A" for additional provisions. 

ATTEST: Diana Hal .-.-----_.~_...,...,..,..,_~~.-!---:IF--

Assistant Cashier/Secretary 

STATE OF T EXAS 

COUNTY OF MIDLAND 

STAT~EXAS 

BY : ~~~~-~~ 
Ind i.v - .-id,:..u-a"ll y-an----.d -a-s -=a=-ge- n"""t' ti.-o-r 70th-e'S;-:-ta-t:-e-o'f:nT"e-x-as-
Trent A. Baulch, Senior Vice President, 
Managina Director, Minerals Management, 
Bank of 'iexas, N.A., as Successor Trustee of 
the Carol Hall B. Majzlin Trust #1 under the 
Will of J osephine R. Grisha m 

DATE: jr)-j~-1 0 

(INDIVIDUAL ACKNOWLEDGM ENT) 

Before me, the undersigned authority, on this day personally appeared Clay Johnson known to me to be the person whose name is subscribed to 
the foregoing instrument, and acknowledged to me that they exs uted the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the \ 0 day of~~ 2010. 

STAT E OF OKLAHOMA (CORPORATE ACKNOWLEDG MENT) 

COUNTY O F T ULSA 

Before me, the undersigned authori ty, on this J U th day of December . 20 I 0, Personally appeared Trent A. Baulch and Diana Hall 
known to me to be the identical persons who subscribed the name of Bank of Texas, N.A., as uccessor Trustee of the Carol Hall B. Majzlin 
Trust # I under th e Will of J osephine R. Grisham, to the foregoing instrument as its Senior Vice President and Managi ng Director, Mineral 
Management and Assistant Cashier/Secretary, respectively, and acknowledged to me that they had willingly made and executed it as their free and 
voluntary act and deed and as the free and voluntary act and deed of such national banking association, as such Successor Trustee and as Agent, for 
the uses and purposes therein expressed. 

WITNESS my hand 
My Commission Expires: 

Notary Public in and for the State of OKLAHOMA 
• ••• • ••• • • • • • • • • • • • • • • • • • • • •• • • • • • ••• • 
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EXHIBIT "A" 

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED DECEMBER 13, 2010, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, BANK OF TEXAS, N.A. , AS SUCCESSOR TRUSTEE OF THE CAROL HALL B. 
MAJZLIN TRUST #1 UNDER THE WI LL O F JOSEPHINE R. GRISHAM, 

AS LESSOR, AND CLAY JOHNSON, AS lESSEE 

1. If, at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or 
within 180 days prior to the expiration of the primary term Lessee has completed a well as a dry hole or commenced a 
well on the leased premises or lands pooled therewith, or Lessee is then engaged in operations on the leased premises or 
lands pooled therewith, Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary 
term or within 180 days after completion of such well or the cessation of such operations, whichever is the later date; and 
thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration 
units have been drilled, allowing not more than 180 days to elapse between the completion of one well and the 
commencement of the succeeding well. Should Lessee fail to begin the continuous drilling program or subsequently 
default in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, save and 
except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 
100 feet below the base of the deepest penetrated formation. As used in this paragraph: i) the term "commission" means 
the Railroad Commission of the State of Texas or any successor agency, ii) the term "proration unit" means any acreage 
designated as a drilling unit or production unit in accordance with the rules of the commission (or any other governmental 
authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and 
"completion" mean the date the initial potential test report is filed with the commission, if a productive well, or the date the 
plugging report is filed with the commission , if a dry hole, in either event no later than 60 days after the drilling rig has 
been released . Notwithstanding the partial termination of this lease, Lessee shall continue to have the rights of ingress 
and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled 
therewith, for the purposes described in paragraph 1 hereof, together with easements and rights of way for roads, 
pipelines, flowlines and other facilities on or across all of the leased premises for the exploration, development, 
production, gathering or transportation of oil, gas and other products from the lands stil l subject to this lease or lands 
pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells required or permitted by this 
lease shall be the termination or partial termination of Lessee's rights under the lease as prov1ded above. Once 
Continuous Drilling has ceased each proration unit will be treated as a separate lease. 

2. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all purposes this lease 
shall be a fully Paid-Up Oil & Gas Lease for the first three years. Delay Rentals have been paid in fu ll w1th the Bonus 
Consideration tendered herein. Delay Rental payment was based on a $1 .00 per net mineral acre per year for Two (2) 
Years. Concluding a $2.00 per acre Pd-Up Rental Payment was made in advance for the Two (2) Year Period on the net 
mineral acres indicated in this Lease. 

3. PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY. Paragraph 5 (minimum Royalty) and Paragraph 14 
(Shut in Royalty) contains a reference to a computation based upon the delay rental amount specified in Paragraph 3. 
However, notwithstanding anything contained herein to the contrary, the undersigned do hereby recognize, acknowledge 
and agree that i) all minimum royalty payments due pursuant to Paragraph 5 shall be calculated on the basis of the delay 
rental amount being one dollar ($1 .00) per acre, and ii) all shut-in royalty payments due pursuant to Paragraph 14 shall be 
calculated on the basis of double the annual rental amount of one dollar {$1 .00) per acre (being two dollars ($2.00) per 
acre}, but not less than $1200.00 a year for each well capable of producing oil and gas in paying quantities. 

4. The rentals for the 151 anniversary date and for the 2"d anniversary date have been pre-paid with the bonus for this 
lease and no additional payments for the 1

51 anniversary date and for the 2"d anniversary date are due and payable. The 
total payment to the State and to the owner of the soil is $402.00 per acre. The state and the owner of the soil have split 
the total payment of $402.00 per acre equally. . 

If delay rentals are paid on or before the 3 rd anniversary date, the total rental paid shall be $57,548.94. 
Said payment wi ll include a pre-payment for the delay rentals for the 41

h anniversary date. 
Payments shall be made as follows: To the owner of the soil: $28,774.47 

To the State of Texas: $28,774.47 

• ••• • . ~ - ••• 
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Gcncml Land Onicc 
Rchnqua~hmcnt Act Lease Fonn 
Rc' 1scd. September 1997 

DocM 88888867148 

O IL A D G A LEA E 

TliiS AGREEMENT i made and entered into this 13th day of December. 20 10. between the State of Texas, acting by and 
through its agent, Ba nk of Texas, .A., as Agent fo r u ann ah Blinkoff 
_________ of P.O. Box 1588 Tul a Oklahoma 74 101 

--------------------------------------------------------------------------------- said agent 
(Give Pennanent Addres ) 

herein referred to a· the owner of the o il (whether one or more), and --'C""=""L.:...:A:.,.:Y'-J~O~H:.:.N-"S""O::;:..:...N'-::-::-=---------------------------
----------------of _____ ~20~3~W~.7W~a~l~l,~S~u~it~e~2~0~2--------------------------

----------------------:-:::-----::c-------'-'-M idland, Texas 7970 I 
(Gtve Permanent Addre · ) 

heremafter ca lled Le ·ee. 

I . GRA Tl G CLAUSE For and in constderatton of the amount tated below and of the covenant and agreement 
10 be paid. kept and performed by Les ee under thts lease, the tate of Texa acttng by and through the owner of the otl, hereby 
grant , lea ·e ' and let unto Le ee, for the sole and only purpo e of prospecung and dnlling for and producmg oil and ga , laying pipe 
lines, building tanks, storing oil and building power tations, telephone lines and other Structures thereon, to produce, save, take care 
of, treat and tran port aid product o f the lease, the following lands situated in Culbe rson County, State of Texas, to-wit : 

Block 54, P ublic chool Land ur-vcv 

• ection 4: /2 •••••• ection 5: 56 acres out of the outh cast ~art of the E/2 • • 
• ection 8: E/4, E/2 W /4, E/4 W /4, /2 E/4 & E/4 E/4 •••••• ection 10: /2 • • 

• ection 15: 12 & E/4 NE/4 
•• • ection 16: All • • • • •• ection 17: All 

• •••• •• ection 18: /2 
• . 
• Contaming 3.059.08 acre ·, more or less. The bonu con ideration paid for this lease is as follow : 

• • • • • • • .. To the State ofTexas: Thirty-eight Thousand Four Hundred Twenrv-nine and 70/ 100---
Dollar ($ 38.429.70 ) 

To the owner of the soi l: Thirty-eight Thousand Four Hundred Twenty-nine and 701100--­
Dollars (S 38 429.70 __ ) 

Total bonu con ideration: Seventy-six Thou and Eight Hundred Fifty-nine and 401100------------­
Dollar (S_IQ.a~AQ __ ) 

lne total bonu constderatton patd repre cnt a bonus of Four Hundred Two and o 100----------------------____ _ 
Dollars ( 402.00 __ ) per acre, on 191 .1925 net acres. 

2. TERM. ubjcct to the other provt ions 111 this lea e, tht lea e hall be for a term of Five (5) years from this date 
(herem called primary term") and as long thereafter as otl and ga , or ei ther of them. is produced 111 paying quantities from said land. 
As used tn thi lea c, the term "produced in paying quantities" mean that the receipts from the sale or other authorized commercial 
usc of the ubstance(s) covered exceed out of pocket operational expenses for the six months Ia t past. 

3. DELAY RENTALS. If no well is commenced on the lea ed premi es on or before one ( I) year from this date, this 
lease shall tem1inate, unle son or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the 

Bank, at ~------~--~~----~~ 
---------------------------. -o-r ...,.il_s_s_u-cc-e--so-r-s' (-w'h...,.ic' h-.1-la' ll'c_o_n_t,.-in_u_e_a_ t'hc dcpo ·itory regardle of change in the 

owner htp of said land), the amount speci fied below; in addition, Les ee shall pay or tender to the COMMISS IO ER OF THE 
GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN , TEXAS, a like sum on or before said date. Payment under 
tht paragraph shall operate a a rental and shall cover the pnvilege of deferring the conunencement of a well for one (I) year from 
·atd date. Payment under thi paragraph hall be in the followmg amounts: 

To the owner of the soil: ee Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provt ion 
Dollar (S-=---,.......,:---! 

To the State ofTexa :see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provi ton 
Dollars (S ) 

Total Rental : ee Paragraphs 2 and 4 of the attached Exhtbit "A" for amended Delay Rental Provision 
Dollars($ __ ) 

- 1 -



In a hke manner and upon like payments or tenders annually, the commencement of a well may be further deferred for succes ive 
period of one (I) year each during the primary tenn. All payments or tenders of rental to the owner of the soil may be made by check 
or ight draft of Le see, or any as ignee of this lease, and may be delivered on or before the rental paying date. If the bank designated 
111 th1 · paragraph (or it ucces or bank) hould cea e to exist, uspend business, liquidate, fail or be ucceeded by another bank, or for 
any rea ·on fall or refu e to accept rental, Lessee shall not be held in default for failure to make such payment or tenders of rental until 
thtrty (30) day after the owner of the oil shall deliver to Lessee a proper recordable instrument nammg another bank a agent to 
receive uch payment or tender . 

4. PRODUCTIO ROYALTIES Upon production of oil and/or gas, Le sec agree to pay or cau e to be paid one-
half ( I '2) of the royalty provided for in thi lea e to the Comm1 10ner of the General Land Office of the tate of Texa . at Au tm, 
Texas, and one-half ( 1/2) of uch royalty to the owner of the 011 : 

{A) OIL. Royalty payable on oil , which is defined a 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 eparator or 
other equipment, as hereinafter provided, shall be !/4th part of the gross production or the market value thereof, 
at the option of the owner of the soil or the Commissioner of the General Land Office, such value to be determined by I) the bighe t 
po ted pnce, plu premium, if any, ofTered or paid for oil, conden ate, di tillate, or other liquid hydrocarbon , respectively, of a like 
type and gravity in the general area where produced and when run, or 2) the highe t market price thereof offered or paid in the general 
area whc.:re produced and when run , or 3) the gro proceed of the ale thereof. whichever i the greater. Les ee agree that before any 
ga produced from the lea ed premises is old, used or procc sed m a plant , it will be run free of co t to the royalty owner through an 
adequate oil and ga eparator of conventional type, or other cqu1pment at lea t a efficient , so that all hqu1d hydrocarbons recoverable 
from the ga by uch means will be recovered. The requirement that uch ga be run through a eparator or other equ1pment may be 
wa1ved 111 wnung by the royalty owner upon ·uch terms and conditiOns as they pre cnbe. 

(B) 0 PROCES ED GA . Royalty on any gas (mcludmg nared ga ), which 1 defined a all hydrocarbon and 
..... ~a eou ub tance not defined as oilm subparagraph {A) above, produced from any well on aid land (except as provided herein with 

• -respect to gas processed in a plant for the extraction of ga c line, liquid hydrocarbon or other products) shall be 
1/ .tth part of the gross production or the market value thereof, at the option of the owner of the oil or the 

ommi ioner of the General Land Office, such value to be based on the h1ghest market price paid or offered for ga of comparable 
_ • quality in the general area where produced and when run, or the gros price paid or offered to the producer, whichever IS the greater; 
• ••. !provided that the maximum pre sure base in measuring the gas under this lea e shall not at any time exceed 14.65 pound 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 te ts made by the Balance Method or by the mo t approved method of testing 
• ~cmg used by the indu try at the time of testing . 
• 

• •. ••. (C) PROCE SED GAS. Royalty on any ga proce sed m a ga oline plant or other plant for the recovery of ga oline or 
• .. other hqu1d hydrocarbon ·hall be 1/.tth part of the re 1due ga and the liqu1d hydrocarbon extracted or the 

market value thereo f, at the option of the owner of the otl or the Comm1s 10ner of the General Land Office. All royalt1e due herein 
shall be based on one hundred percent (I 00%) o f the total plant producuon of re idue gas attributable to gas produced from this lease, 
and on fifty percent (50%), or that percent accruing to Les ee, whichever i the greater, of the total plant production of liquid 
hydrocarbon attributable to the gas produced from this lease; provided that if liquid hydrocarbon are recovered from gas proce sed 
in a plant in which Les ee (or it parent, ubsidiary or affiliate) own an intere t, then the percentage applicable to liquid hydrocarbons 
shall be fifty percent (50%) or the highe t percent accruing to a third parry proce sing gas through uch plant under a proce ing 
agreement negotiated at arm' length (or if there is no such third party, the highe t percent then being pecified 111 proce ing 
agreements or contract in the industry), whichever i the greater. The respective royalties on re 1duc ga · and on liquid hydrocarbons 
hall be determined by I) the highest market price paid or offered for any ga (or liqu1d hydrocarbon ) of comparable quality in the 

general area, or 2) the gross price paid or offered for uch residue gas (or the weighted average gro s elling price for the re pective 
grade of It quid hydrocarbon ), whichever is the greater. In no event, however, hall the royaltie payable under this paragraph be le s 
than the royalt1c wh1ch would have been due had the ga not been proce sed. 

(D) OTHER PRODUCTS. Royalty on carbon black, ulphur 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 
proces ing shall be I /4th part of the gross production of such product:s, or the market value thereof, at the option 
of the owner of the soil or the Commi ioner of the General Land Office, uch market value to be detem1ined as follow : I) on the 
ba 1s of the h1ghe t market pnce of each product for the arne month in which such product i produced, or 2) on the ba is of the 
average gros sale price of each product for the same month in which such products are produced; wh1chever is the greater. 

5. MI 1MUM ROYALTY. During any year after the expiration of the primary tenn of th i lea e, if thi lease i 
maintained by production, the royaltie paid under this lea e m no event shall be le s than an amount equal to the total annual delay 
rental herein provided; otherw1se, there hall be due and payable on or before the Ia t day of the month ucceedmg the anmversary 
date of th1 · lea e a um equal to the total annual rental le the amount of royaltie pa1d dunng the preceding year. If Paragraph 3 of 
tillS lease doc · not pecify a delay rental amount, then for the purpo e of this paragraph, the delay rental amount shall be one dollar 
($ 1.00) per acre. 

6. ROYALTY I KlND. otwithstandmg any other provi ion in this lea e, at any time or from time to tune, the 
owner of the ·oil or the Commi ioner of the General Land Office may, at the option of either, upon not less than txty (60) days 
nouce to the holder of the lease, require that the payment of any royaltie accruing to such royalty owner under this lea e be made in 
kind. The owner of the soil's or the Commi ioner of the General Land Office's right to take its royalty in kind hall not diminish or 

- 2 -



negate the owner o f the oil' or the Comm is ioner o f the General Land Office's rights or Le ee' obl igations, whether express or 
implied, under this lease. 

7 . NO DED UCTIONS. Le ee agree that a ll royalties accruing under this lea e (including tho e paid in kind) shall be 
without deduction for the co 1 o f producing, ga thering, storing, eparating, trearmg, dehydra ting, compressing, processing, 
transporting, and otherwi e making the o il , ga and other products hereunder ready for a le or u e. Le ee agree to compute and pay 
royalues on the gro value received , includmg any re imbursements for e' erance taxe and producuon re lated co t . 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any ga a may represent this lea e's 
proportionate ·hare o f any fuel u ed to process gas produced hereunder in any processing plant. Notwithstanding any other provision 
of thi lea e, and ubject to the written consent o f the owner o f the oil and the Commissioner o f the General Land Office, Lessee may 
recycle ga · for ga 11ft purpo e on the leased premi es or for injection into an y oil or ga producing formation underlying the leased 
premise a fter the liquid hydrocarbons contained in the gas have been removed; no royalties shall be payable on the recycled gas unt il 
it is produced and sold or used by Lessee in a manner which ent itles the royalty owners to a royalty under thi lease. 

9 . ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be pa id to the Comm issioner of the 
General Land Office at Au tin, Texas, in the following manner: 

Payment o f royalty on produc tion o f o il and ga shall be a provided in the rules set forth in the Texas Register. Rules currently 
provide that royalty on oil is due and must be received m the General Land O ffice on or before the 5th day o f the econd month 
succeeding the month o f produc tion, and royalty on gas IS due and mu t be received in the General Land O ffice on or before the 15th 
day o f the second month succeeding the month o f production, accompanied by the affidavit of the owner, manager or other authorized 
agent , completed in the fonn and manner prescribed by the General Land Office and showing the gros amount and disposition o f all 
oil and gas produced and the marke t value o f the o il and gas, together w ith a copy o f all documents, record or reports confirming the 
gross production, di po ition and market value including ga mete r read ings, pipeline receipt , ga line receipt and o ther checks or 

•• ••• ~1emoranda o f amount produced and put into pipelines, tanks, or pools and ga lines o r ga storage, and any other report or records 
_ • \ vh1ch the General Land O ffice may require to veri fy the gro productton, di position and marke t value. In all case the authority of a 
..... ~anager or agent to act for the Le see herem must be filed m the General Land Office. Each royalty payment hall be accompamed 

• -ny a check ·tub, chedule, summary or other remittance advice showing by the a igned General Land O ffice lea e number the amount 
_ • o f royalty being paid o n each lease. If Lessee pay hi royalty on or before thirty (30) days after the royalty payment was due, then 
• • •. :Les ee owes a penalty o f 5% on the royalty or $25.00, whichever is greater. A royalty payment which i · over thirty (30) day late 

• ••·ha ll accrue a eenalty o f 10% o f the royalty due or $25.00 wh1chever is greater. In addition to a penalty, royal tie sha ll accrue interest 
••••. :at a rate of 12 • per year, such inte rest will begm accru ing when the royalty is sixty (60) days overdue. Affidavit and supporting 

• •document which are not filed when due hall mcur a penalty in an amount et by the General Land O ffice administrative rule which 
• is e ffective on the date when the affidavit or upporting documents were due. The Lessee hall bear a ll re pon ibility for paying or 

• •. •• ~a using 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 ta te's right o f forfeiture as provided by law nor ac t to postpone the date on which royaltie were origina lly due. The 

above penalty provisions hall not apply in cases o f title di ·pute as to the State's po rtion of the royal ty or to that portion o f the royalty 
m d1 pute a to fa ir market value. 

I 0. (A) RES ERVES, CO TRACTS A D OTIIER RECORDS. Lessee hall annually furnish the Commi ioner o f the 
General Land O ffice with us best possible e timate of o il and ga re erves underlying thiS lease or a llocable to th1 lea e and shall 
fu rn1sh sa1d Commi 1oner with copies of a ll contracts under which ga i old or proces ed and all ub equent agreements and 
amendment to uch contract within thirty (30) days after entering into or making uch contrac t , agreement or amendment . Such 
contracts and agreement when rece1ved by the General Land O ffi ce ·hall be held in confidence by the General Land Office unles 
o therw1 e authon zed by Lessee. All other contrac t and records pertaming to the produc tion, transportatton, ale and marketing o f the 
o il and ga produced on a1d prem1 e , includmg the books and account . rece1pts and d1 charge of all well , tank , pools, meter , and 
p1peline ha ll at all tunes be ubject to in pection and exammatio n by the Comm1 s10ner o f the General Land O ffice. the Attorney 
General , the Governor, or the representative o f any of them. 

(B) PERM ITS, DRJLLING RECORDS. Written notice o f all operations on this lease shall be submitted to the 
Commi sioner o f the General Land Office by Lessee or operato r five (5) days before spud date, workover, re-entry, temporary 
abandonment or plug and abandonment o f any well or wells. Such written norice to the General Land O ffice shall inc lude copies of 
Railroad Commi sion form for application to drill. Cop1es o f well te t , completion report and plugging reports sha ll be supplied to 
the General Land Office at the time they are filed wi th the Texas Railroad Commiss1on. All application , permit , reports or other 
filmg that reference this lease or any spec1fic well on the lea ed prem1 es and that are submitted to the Texas Railroad Commission or 
any other governmenta l agency hall include the word "Sta te" in the title. Additionally, in accordance with Railroad Commi ion 
rules. any 1gnage on the leased premi es for the purpose of identify ing wells, tank ba tteries or other a oc1ated improvements to the 
land must a l ·o mclude the word " ta te." Lc · cc sha ll upply the General Land Office wuh any record , memoranda, account , reports. 
cuttmgs and core , or other mfo rmation re lattve to the operatton of the above de cnbed prem1 e , wh1ch may be reque ted by the 
General Land O ffice, m add111on to tho e herem expre ·sly prov1ded for. Le ee shall have an electncal and/or rad1oact1 vity urvey 
made on the bore-ho le ection, from the ba e o f the urface casmg to the tota l depth of well , of all well · dnlled on the above described 
prem1ses and ·ha ll tran mil a true copy of the log of each ·urvey on each well to the General Land Office w11hin fifteen ( 15) days after 
the makmg o f said survey. 

(C) PENAL TIES. Lessee shall incur a penalry whenever reports, documents or other material are no t filed in the 
General Land Office when due. The penalty for late filing hall be set by the General Land O ffice admini tra tive rule which is 
e ffective on the da te when the material were due in the General Land O ffice. 
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II. DRY HOLEICESSATIO OF PRODUCTION DURING PRJMARY TERM. If, during the primary te rm hereof 
and prior to discovery and production of oi l or ga on said land, Le see should drill a dry hole or hole thereon, or if during the 
pnmary tem1 hereof and after the discovery and actual produc tion of oi l or ga from the lea ed premi e such production thereof 
shou ld cea e from any cau e, thi lease hall not terminate if on or before the expiration of ix ty (60) days from date of completion of 
said dry hole or ce ation of production Le see commences additional drilling or reworking operation thereon, or pays or tenders the 
nex t aru1Ual delay rental in the arne maru1er a provided in thi lea e. If, during the last year of the primary term or within ixty (60) 
days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas hould cea e for any cau e, Le ee' right 
shall remain m ful l force and effect without fun her operation until the expiration of the pnmary term; and if Le ee ha not resumed 
produc tio n in paying quanti ties at the expiration of the primary term, Le ee may maintain thi lea e by conducting additional drilling 
or reworking operations pur uant to Paragraph 13, using the expiration of the primary tenn as the date of ce sation of production 
under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed a a shut-in oil or 
gas well wi thin the primary tem1 hereof, Lessee may resume payment of the annual rental in the same manner a provided here in on or 
before the rental paying da te following the expiration of ·ixty (60) day fro m the date of completion of such shut-in oi l or gas well and 
upon the failu re to make such payment, thi lea e hall ipso facto term111ate. If at the exp1ration of the primary tem1 or any time 
thereafter a shut-in oil or ga well is located on the leased prem1 es, payment may be made in accordance with the hut-in provision 
hereof. 

12. DRJLLfNG AND REWORKJNG AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary 
tenn, neither o!l nor gas i being produced on aid land, but Le see is then engaged in drilling or reworking operations thereon, thi 
lease hall remam in force so long as operations on said well or for drilling or reworking of any additional well are pro ecuted in good 
faith and 111 workmanlike maru1er wi thout 111terruption totaling more than sixty (60) days during any one such operation, and if they 
result m the production of 011 and/or ga ·, o long thereafter as oi l and/or ga is produced m paying quantltie from atd land, or 
payment of hut-in oi l or ga well royaltie or compen atory royalties i made as provided in th1 lea e . 

••••• : 13. CESSATION, DRJLLfNG, A D REWORKING. If, after the expiration of the pnmary tem1, production of oil or 
. • •gas from the leased premises, after once obtained, hould cease from any cau e, thi lea e hall not termmate if Le see commences 
•• ••• :additional drilling or reworking operation within sixty (60) day after ·uch ces at ion, and this lease shall remain in full force and 

• •effect for so long as such operatio ns continue m good faith and in workmanlike maru1er without interruptions totaling more than sixty 
. • (60) day . If ·uch drilling or reworking operatio n result m the production of oil o r gas, the lease hall remain in full force and effect 
• • •. :Cor o long as oi l or gas is produced from the leased premi e in paying quantities or payment of shut-in oil or gas well royalties or 

• • •payment o f compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking operations result in 
..... ~he completion of a well as a dry ho le, the lease w ill not tcm1inate if the Lessee commences additional drilling or reworking operations 

• •wi th in ixty (60) days after the completion o f the well as a dry hole, and this lease shall remain in effect so long as Lessee continues 
drilling or reworking operations in good fai th and in a workmanlike manner without interruptions totaling more than ixty (60) days . 

• •. •• .Le see hall g1vc wrinen notice to the General Land Office within thirry (30) days of any ces ation of production . 
• •• 

14. SIIUT-fN ROYAL T IES. For purpo e of this paragraph, "well" mean any well that has been a igned a well 
number by the tate agency having juri diction over the production of oi l and gas. If, at any time after the exptration of the primary 
term of a lease that , unt!l bemg hut in , wa bemg maintamcd m force and effect. a well capable of producmg oil or gas m paying 
quantltte IS located on the leased premi es, but o tl or gas IS not being produced for lack of suitable produc tion facili ties or lack of a 
uitable market, then Le see may pay as a hut-in o il 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 oi l or ga in paying quantities. If Paragraph 3 of this lea e doe not 
specify a delay rental amount, then for the purpo es of thi paragraph, the delay rental amount hall be one dollar (S 1.00) per acre. To 
be effecti ve, each 111itial shut-in oil or ga royalty mu t be patd on or before: (I) the exptratlon of the pnmary term, (2) 60 day after 
the Lessee cea es to produce oil or ga from the lea ed premt es, or (3) 60 day after Le ee complete a drilling or reworking 
operation in accordance with the lea e provisions; whichever date is late t. Such payment shall be made one-half (V2) to the 
Commi ioner o f the General Land Office and one-half ( 1/2) to the owner of the soi l. If the shut-in oil or ga royalty is paid, the lease 
shall be considered to be a producing lease and the payment hall extend the tenn of the lease for a period of one year from the end of 
the primary term, or from the first day o f the month fo llowing the month in which production cea ed, and , after that, if no suitable 
production faci lities or su itable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one 
( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COM PE SA TORY ROYAL T IES. If, dunng the period the lea e i kept in effect by payment of the hut-in oil or 
ga royalty, o!l or ga i old and deli vered 111 pay111g quantities from a well located within one thousand ( I ,000) feet of the lea ed 
premi es and completed in the same producmg re ervotr, or m any case m which dramage 1 occurring, the right to continue to 
maintain the lea e by paying the shut-in oi l or gas royalty hall cease, but the lease shall remain effective for the remainder o f the year 
for which the royalty has been paid. The Lessee may mamtain the lea e for four more ucce ive year by Le ee paying 
com pen a tory royalty at the royalty rate provided in the lea e of the marke t value of production from the well causing the drainage or 
whtch ts completed in the arne producing re ervoir and within o ne thou and ( I ,000) feet of the lea ed premt e . The com pen a tory 
royalty i to be paid monthly, one-half (1/2) to the Comm1 10ner of the General Land Office and one-half ( 1/2) to the owner of the 
0 11 , begmnmg o n or before the Ia t day of the month followmg the month 111 which the otl or ga 1 produced from the well causing 

the dramage or that i completed in the same producing re ervoir and located within one thousand ( I ,000) feet of the lea ed premise . 
If the com pen a tory royalty paid in any 12-month period i in an amount less than the annual hut-in oil or gas royalty, Le see shall 
pay an amount equal to the difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payment 
wh1ch are not timely paid will accrue penalty and mterest in accordance wtth Paragraph 9 of this lea e. one of these provtsions will 
relieve Les ·ee of the obligation of reasonable development nor the obligation to drill off: et wells a provtded in Texa a rural 
Re ource Code 52. 173; however, at the determmation of the Commissioner. and with the Commis 1oner's written approval, the 
payment of compensatory royalties can ati fy the obligation to drill off: et well . 
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16. RET AI ED ACREAGE. otw llh tanding any provision o f thi lease to the contrary, after a well producing or 
capable of producing o il or ga has been comple ted on the lea ed premises, Lessee hall exercise the diligence o f a rea onably prudent 
operator in drilling such additional well or wells a may be reasonably necessary for the proper development of the leased premise 
and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years a fter the expiration date of the primary or 
extended term it shall then terminate a to all of the lea ed premi es, EXCEPT ( I) 40 acres urrounding each o il well capable of 
producing in paying quantities and 320 acres urrounding each ga well capable of producmg 111 pay111g quanti tie · (111cludmg a hut-In 
oil or ga well as provided in Paragraph 14 hereof), or a well upon wh1ch Le ee 1 then engaged m contmuous drilling or reworking 
operation , or (2) the number of acre mcluded 111 a producing pooled unll pur uant to Texa atural Resource Code 52. 151-52. 153, 
or (3) such greater or lesser number of acres a may then be a llocated for produc tion purpo e to a proration unit for each such 
producing well under the rules and regulations o f the Railroad Comm1 ion o f Texas, or any successor agency. or o ther governmental 
authority having jurisdic tion. I f at any time after the effective date o f the partial termination provisions hereof, the applicable field 
rule · are changed or the well or well located thereon are reclassified o that less acreage is thereafter allocated to said well or wells 
for production purposes, this lease shall thereupon terminate as to a ll acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the te rmination o f this lea e as to a portion of the land covered hereby, Les ee shall 
neverthele s continue to have the right o f ingress to and egress from the lands s till ubject to this lease for all purposes described in 
Paragraph I hereof, together with easements and nght-of-way for exi ting road , ex i ting pipeline and o ther exi ting facilities on, 
over and aero all the lands de cribed in Paragraph I hereof (" the retained land "), for acce · to and from the re tained land and for 
the gathering or tran portation of oil , gas and o ther mineral produced from the retamed land . 

(B) IIO RJZONTAL. In the event this lease i in force and effec t two (2) years after the expiration date of the primary or 
extended term it shall furthe r te rminate a to all depth below I 00 feet below the total depth dnlled (here111after "deeper depth ") in 
each well located on acreage retained in Paragraph 16(A) above, unless on or before two (2) year after the primary or extended term 

•• ••• :r..e see pay an amount equal to one-half (I 2) of the bonus on gmally paid a consideration for thiS lease (a pec1fied on page I 
. • ~ereof). If uch amount i paid, thi lea e hall be in force and effect a to uch deeper depths, and aid tennination hall be delayed 
•• ... : for an additional period of two (2) year and so long thereafter a oil or ga i produced in paymg quanti tie from uch deeper depth 

• •covered by thi lease . 
• 

• ••. : (C) ID ENTIFICATION AND FILING. The surface ac reage re tained hereunder as to each well shall , a nearly as 
• ••prac tical, 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 o f the General Land Office. Within thirty (30) days after partial termination o f this lease as provided herein, Lessee 
• •shall execute and record a relea e or re lea es containing a sati factory legal de cription of the acreage and/or depths not retained 

• hereunder. The recorded release, or a certified copy of same, hall be filed in the General Land Office, accompamed by the filing fee 
• •. • • •prescribed by the General Land Office rules in effect on the date the release is filed. If Les ee fail s or refu e to execute and record 

• • • such relea e o r re lea es wi thin ninery (90) day after being requested to do so by the General Land Office, then the Commi sioner at 
hi sole discretion may designate by written 111 trument the acreage and o r depths to be re leased hereunder and record uch 111 trument 
at Le see' ex pen e in the counry or countie where the lea e i located and 111 the official records o f the General Land Office and uch 
designa tion ha ll be binding upon Le ee for a ll purpo es. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve 
Le ee of his obligation to protect the oil and gas under the above-described land from be ing drained . Lessee, sublessee, receiver or 
other agent in control of the leased premises shall drill as many wells as the facts may JUStify and hall use appropriate mean and drill 
to a depth nece ary to prevent undue drainage o f oi l and gas from the lea ed premise . In addition, if oil and/or gas should be 
produced in commercial quanuties within I ,000 feet of the lea ed premi e , or in any ca e where the leased prem1 es i being drained 
by production of oil or ga , the Le see, suble see, receiver or othe r agent in control o f the lea ed premises shall111 good faith begin the 
dnlling of a well or well upon the lea ed premise within I 00 day after the draining well or well or the well or well completed 
w11hm I ,000 feet o f the lea ed premises s tart producmg m commerc ial quanutle and shall prosecute such dnlling with diligence. 
Failure to satisfy the sta tutory of~ e t obligation may ·ubJeCt this lea ·e and the owner of the oil' agency nght to forfeiture. Only 
upon the determination of the Commissioner o f the General Land Office and wi th h1s wri tten approval may the payment o f 
compensatory royalry under applicable s tatutory parameters sat isfy the obligation to drill an o ff: et well or well required under thi 
paragraph. 

18. FORCE MAJEURE. If, a fter a good fai th e ffort , Le see t prevented from complying wuh any expres o r implied 
covenant o f thi lea e, from conducting drilling operations on the lea ed premi e , or from producing oil or ga from the lea ed 
prem1 e by reason of war, rebellion, riots, trike , acts of God, or any valid o rder, rule or regulation of government authoriry, then 
while o prevented, Les ee's obligation to comply wi th such covenant shall be suspended and Lessee hall not be liable for damages 
for fa ilure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any uch cause, 
from conducting drilling and reworking operation or from produc ing oil or ga from the lea ed premise . However, nothing in this 
paragraph shall suspend the payment o f delay rentals in order to maintain thi lea e in effect during the primary term in the absence of 
uch dn iiing or rework111g operation or production of oil or gas. 

19. WARRA TY CLAU E. The owner o f the o il warrant and agree to defend title to the lea ed prem1 es. If the 
owner of the soil default 111 payments owed on the lea ed premi es, then Les ee may redeem the rights o f the owner of the soi l 111 the 
leased premises by paymg any mortgage, taxes or other lien o n the lea ·ed premise . If Lessee makes payments on behalf o f the 
owner o f the soil under this paragraph, Lessee may recover the cost of the e payments from the rental and royalties due the owner of 
the soil. 
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20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soi l owns less than the entire undivided 
surface estate in the above described land, whether or not Lessee's interest is specified herein, then the roya lties and rental here in 
provided to be paid to the owner o f the soil shall be paid to him in the proportion which his interest bears to the entire undivided 
surface e ta te and the royalties and rental herein provided to be paid to the Commi ioner of the General Land Office of the State of 
Texa ha ll be likewise proportionately reduced. However, before Le sec adjust the royalty or rental due to the Commissioner of the 
General Land Office, Lessee or hts authonzed repre enta tive must ubmit to the Commissioner of the General Land Office a wriuen 
statement which explain the discrepancy between the in tere t purportedly leased under th is lease and the ac tual interest owned by the 
owner o f the oil. The Commissioner of the General Land Office shall be paid the va lue o f the whole production allocable to any 
undivided interest not covered by a lea e, less the proportionate development and production cost allocable to such undivided interest. 
llowever, in no event hall the Commissioner of the General Land Office receive a a royalty on the gro production a llocable to the 
undivided intere t not lea ed an amount le than the va lue of one-six teenth ( 1/16) of such gro production . 

(B) REDUCT ION OF PAYM ENTS. If, during the primary term , a portion of the land covered by this lease is 
inc luded within the boundarie o f a pooled unit that ha been approved by the School Land Board and the owner o f the soil in 
accordance with Natural Resources Code cctions 52. 151-52.154, or if at any time after the expiration of the primary term or the 
extended term, thi lea e cover a le ser number of acre than the total amount described herein, payments tha t are made on a per acre 
basis hereunder shall be reduced according to the number of acres pooled, relea ed, urrendered, or otherwi e severed, o that 
payments determined on a per acre bas i under the term of this lease dunng the primary tem1 shall be calculated ba ed upon the 
number of acres o utside the boundarie of a pooled unit , o r, if after the expiration of the primary term, the number of acres actually 
re tained and covered by thi lease. 

2 1. USE OF WATER. Lessee shall have the right to u e water produced on said land necessary for operations under 
this lea e except water from wells or tanks o f the owner of the soi l; provided, however, Le see shall not use potable water or water 
uitable for livestock o r irrigation purposes for waternood operations without the prior consent of the owner of the soil. 

• •••••• 
. • • 22. AUTHORJZED DAMAGES. Lessee shall pay the owner of the soi l for damages caused by its operations to all 
eu •• :per onal property. improvements, livestock and crops o n said land. 
• • 
• 23. PlPELfNE DEPTH. When requested by the owner of the oil , Le ee hall bury it pipeline 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 • • 

aid premi e without the wriuen consent of the owner of the ·od. 

• 25. POLLUTIO . In developing this area, Le see shall u e the highe t degree of care and all proper afeguards to 
• •. •• .prevent pollution. Without limitmg the foregoing, pollution of coa tal wetland , natural waterways, ri vers and impounded wate r hall 

• •• be prevented by the use o f containment facili ties sufficient to prevent spi llage, seepage or ground wate r contamination. In the event of 
polluuon, Lessee shall use a ll mean at it disposal to recapture all escaped hydrocarbons or other pollutant and shall be re pon ib le 
for all damage to public and private properties. Lessee shall bui ld and maintain fences around its slush, sump, and drainage pi ts and 
tank bauerie so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
Le see hall !ill and level all slush pit and cellars and completely clean up the drilling site o f all rubbish thereon. Lessee shall, while 
conducting operations on the lea ed premi es, keep aid premises free of all rubbish, cans, bottles, paper cups or garbage, and upon 
completion of operations hall restore the urface of the land to as near it original conduion and contours as is practicable. Tanks and 
equipment wi ll be kept painted and pre entable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee hall have the right to remove 
machinery and fixture placed by Le ee on the leased premi es, including the right to draw and remove ca ing, within one hundred 
twenty ( 120) days after the expiration or the terminatio n of this lease unless the owner of the soil grants Le ee an extension of this 
120-day period. However, Le see may not remove casing from any well capable of producing oi l and gas in paying quantities. 
Additionally, Les ee may not draw and remove casing until after thirty (30) days wri tten notice to the Commissioner of the General 
Land Office and to the owner o f the soil. The owner of the oi l shall become the owner of any machinery, fixtures, or casing which 
are not timely removed by Lessee under the tenns of this paragraph. 

27. (A) ASS IG ME TS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights 
and e tates of ei ther party to th is lease may be as igned, in who le or in part , and the provi ions of thi lea e shall extend to and be 
bmdmg upon their heir , devi ee , legal repre entative , uccessor and a stgns. However, a change or division in owner hip of the 
land, rentals, or royalties wi ll not enlarge the obligation of Le ee, dimini h the right , privilege and estates of Les ee, impair the 
e ffectiveness of any payment made by Lessee or impair the effectivenes of any act performed by Le ee. And no change or division 
in ownership of the land, renta ls, or royal tie ha ll bind Le ee for any purpo ·e until thirty (30) days after the owner of the soil (or his 
heirs, devisee , legal representatives or a sign ) fumi he the Lessee wuh atisfactory wriuen evidence of the change in owner hip, 
including the original recorded muniments of title (or a certtfied copy of uch ongmal) when the owner hip changed becau e of a 
conveyance. A tota l or partial assignment of thi lea e hall , to the extent of the intere t as tgned, relieve and dt charge Les ee of all 
ub equent obligation under th i lease. If this lease i as igned in it entirety a to only part of the acreage, the right and option to pay 

rental sha ll be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to 
pay ht hare of the rental sha ll not affect thi lease on the part of the land upon which pro rata rentals are timely paid or tendered; 
however, if the a ignor or a ignee does not file a certified copy of such a ignment in the General Land Office before the next rental 
paying date, the entire lease hall terminate for fa ilure to pay the entire rental due under Paragraph 3. Every a ignee hall succeed to 
all nghts and be ubject to a ll obligations, liabil ities, and penalties owed to the State by the original le ee or any prior as tgnee of the 
lease, including any liabili ties to the State for unpaid royalue . 
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(B) ASSIGNME T LIM IT A TJO . orwnh tand10g any provision 10 Paragraph 27(a), 1f the owner of Lhe oil 
acqu1res thi lea e in who le or in part by as ignmcnt without the prior wriuen approval of the Commi sioner o f the General Land 
Office, this lease is void as of the time of ass ig!lment and the agency power o f 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: 

( I) a nominee of the owner o f the soi l; 
(2) a corporation or ubsidiary in which the owner o f the oil i a principal s tockholder or is an employee of such a 
corpora tion or ubsidiary; 
(3) a partnership in which Lhe owner of the oi l i a partner or i an employee o f uch a panner hip; 
(4) a princ ipal tockho lder or employee of lhe corporation which is the owner of Lhe oil ; 
(5) a partner or employee in a partnership which i the owner of the o il ; 
(6) a fiduc iary for the owner of the soil; including but not limited to a guard1an, tru tee, executor, administrator, 
receiver, or conservator for the owner of the soil ; or 
(7) a family member of the owner of the oi l o r related to the owner o f the oil by marriage, blood, or adoption. 

28 . RELEASES. Under the condition contained in thi paragraph and Paragraph 29, Lessee may at any time execute 
and deliver to the owner of the 0 11 and place of record a re lea e o r re lea e covering any port Jon or portions of the lea ed premi es, 
and thereby urrender th1s lea e as to such port1on or portions, and be re lieved of all sub equent obligations as to acreage surrendered. 
If any pan o f Lh1 lea e IS properly urrendered, Lhe de lay renta l due under this lea e hall be reduced by the proportiOn that the 
surrendered acreage bears to the acreage which wa covered by this lease immediately prior to such surrender; however, such re lease 
wi ll not re lieve Lessee o f any liabil ities which may have accrued under thi lea e prior to the urrender of uch acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such 
a signment or relea emu 1 be recorded in the county where the land is situated, and the recorded instrument , or a copy of the recorded 

••••• : in trument certified by the County Cle rk of the county in which the in trument i recorded, mu t be filed in the General Land Office 
. • .,_v11h10 90 days o f the Ia 1 executio n date accompanied by Lhe prescribed filing fee. If any such a sigllment is not o filed , Lhe nghts 
•• ••• : acqu1red under Lhi lease hall be ubJect to forfeiture at the option o f the Commi ione r of the Genera l Land Office. 
• • 

. • 30. DISCLOSURE CLAUS E. All provision pertaining to the lease o f the above-described land have been included in 
• • •. : this instrument, inc luding Lhe s tatement of the true consideration to be paid for the execution o f 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 arc not contained in 
•• •• • : this lease render this lease inva lid. 
• • 

31. FIDUC IARY DUTY. The owner of the oi l owes the State a fiduc iary duty and must fully disclose any fact 
• •. •• .affecung the State' intere t in the leased premi e . When the intere 1 of the owner o f Lhe oi l confl ict wilh tho e of the State, the 

• •• owner o f the soil1 obligated to put the State' intere ts before h1 personal 101erest . 

32. FORFEITURE. If Les ee hall fall or refuse to make the payment of any urn wnhin thirty days after it becomes 
due, or if Les ee or an authon zed agent hould knowmgly make any fa ! e rerum or false report concerning producuon or drilling, or if 
Lessee shall fail or refuse to drill any o ffset well or wells in good faith as required by law and the rules and regulations adopted by the 
Commissione r o f the General Land Office, or if Lessee should fa il to file report 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 Commis ion, or if Lessee 
·hould refu e the proper authority acce s to the record pertaining to opera tions, or if Lessee or an aulhorized agen t hould knowingly 
fall or refu e to give correct infonnation to the proper aulhority, or knowingly fail or re fu c to furnish the General Land Office a 
correct log o f any well , or if Le ee sha ll knowingly v1olate any o f Lhe mate rial provisions of thi lease, or if Lhis lea e i assigned and 
the a igllment i not filed in the General Land Office as required by law, the rights acquired under Lhis lease shall be subject to 
forfei ture by the Commi ioner, and he shall forfeit same when sufficiently infonned of Lhe facts which authorize a forfeiture, and 
when forfeited the area hall again be ubject to lea e under the tenn of the Relinquishment Act. However, nolhing herein shall be 
con trued as waiving the automatic te rminat ion of this lease by operation of law or by reason of any special limitation arising 
hereunder. Forfe iture may be set a ide and this lease and all rights thereunder reinstated before the rights of another intervene upon 
sa ti factory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of Lhis 
lea e and Lhe rules and regulation that may be adopted relative here to . 

33. LIE . In accordance with Texas atura l Re ource Code 52. 136, the State hall have a fir tl ien upon all oi l and 
ga produced from the area covered by thi lea e to ecure payment of a ll unpa1d royalty and other urns of money that may become 
due under this lease. By acceptance of Lh1 lease, Le see grant the State, 10 addition to the hen provided by Texas a rural Re ources 
Code 52. 136 and any other applicable statutory lien, an express contractual lien on and security interest in all leased mmerals in and 
extracted fro m the leased premise , a ll proceeds which may accrue to Le ee from the ale o f such leased mmeral , whether such 
proceeds are held by Les ee or by a th ird party, and all ftxrures on and improvements to the leased premise used in connection with 
the produc tion or processing o f uch leased minerals in order to secure the payment of all royaltie or other amounts due or to become 
due under this lease and to secure payment o f any damages or loss that Lessor may suffer by reason of Les ee's breach of any 
covenant or conditiOn o f th1s lease, whether ex pre s or impl ied . This lien and securi ty inte rest may be foreclo ed with or without court 
proceedings in the manner prov1ded 111 Lhe T itle I. Chapter 9 of the Texas Business and Commerce Code. Le see agrees that the 
Comm1 sioner may requ1re Le ee to execute and record uch 111 truments as may be rea onably nece ary to acknowledge, attach or 
perfect this lien . Le see hereby repre ems that Lhere are no pnor or supenor liens ari ing from and relating to Le see's activities upon 
the above-described property or from Le ee' acqui 1110n o f th1 lea e. hould the Comm1 s1oner at any lime detennme Lhat th1s 
representation is not true, then the Commi io ne r may declare this lease forfeited as provided herein. 
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34. POOLI G . Les ee is hereby gramed the right to pool or unitize the royalty interest of the owner o f the soil under 
th i lea e with any other lea cho ld or mineral imerest fo r the exploration, development and produc tion of oil or ga or e ither of them 
upo n the arne tem1s as shall be approved by the School Land Board and the Commissioner of the General Land O ffice for the pooling 
or unit iz ing o f the inte re 1 of the State under this lease pursuant to Texas Natural Resources Code 52.151-52.153. TI1e owner o f the 
soi l agrees that the tnclusion o f this provision in this lease satisfies the execution requirement. stated in Texa Natura l Re ources Code 
52.152. 

35. INDEM ITY. Lessee hereby re leases and di charges the State of Texas and the owner o f the soil, thetr o fficers, 
employee , panners, agent. , contractor , ubcontractor , gue t . mvitee , and the1r re pecuve succes or and as 1gn , of and from a ll 
and any actions and cause o f acuon o f every natu re, or other harm. inc ludmg environmental hann, for w hich recovery of damages i 
ought, inc luding, but not limned to, a ll lo es and ex pen e wh1ch are cau ed by the acnvitie of Le ee, its officer , employee , and 

agents arising out o f, incidental to, or resultmg from, the operation o f or for Le see on the leased premises hereunder, or that may 
arise out o f or be occasioned by Lessee's breach o f any o f the terms or provisions of this Agreement, or by any other negligent or 
strictly liable ac t or omissio n o f Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 
harmle s the State ofTexa and the owner o f the soil, their officers, employees and agems, the ir successors or as igns. against any and 
all cla ims, liabilitie , los es, damages, action , personal injury (including death), costs and expen e , or o ther harm for which recovery 
o f damage i ought, under any theory including tort, contract, or stric t liabi lity, including attorney ' fees and other legal expense , 
including tho e related to env ironmemal hazard , on the leased premises or in any way re lated to Le ee 's failure to comply with any 
and all environmental laws; tho e a ri ing from or in any way related to Lessee' operation or any other of Lessee's activities on the 
lea ·ed premi e ; tho e ari ing from Les ee's u e o f the urface of the lea ed premi es; and those that may an e out of or be occasiOned 
by Le ee' breach of any o f the term or provi ions o f this Agreement or any other ac t or omission o f Les ee, its d1rec1ors, o fficers, 
employee , partner ·. agent , contractor . subcontractors, gue 1 , mvitccs, and their respecuve succes ors and a s1gn . Each a signee 
o f th1s Agreement, or an inte rest therem, agree to be liable for, exonerate, indemni fy, defend and hold harm les the Sta te o f Texas 
and the owner o f the oil , the ir officer . employee ·. and agent 111 the arne manner prov1ded above in connection with the activities of 

••••• : Le ce, 11 officer , employee, and agents a de cribed above. EXCE PT A OTH ERWI E EXPRES LY LIMITED HERE IN, 
. • •ALL OF T H E I DEMNITY OBLI G ATIO A 0 \0R LIAB ILI T I E A MED DER T H E T ERM OF T HI 
••••• : AGR EEMENT HALL BE W ITHO UT LIMIT A 0 W ITHO T REGARD TO THE CA E OR CAU E THEREOF 

• •(EXC L DING PRE-EXt T l G COND ITION ), TRICT LIAB ILITY, OR TH E NEG LIG ENCE OF ANY PARTY O R 
• PARTIE ( INCLUDING T H E NEGLIGE CE OF THE INDEM IFIED PARTY), WH ETHER S UCH EGLIG ENCE BE 

• •• • : OLE, JOI NT, CONCU RRENT, ACTIVE, O R PAS IVE. • • • 
••••• : 36. ENV IRONMENTAL HAZARDS. Lessee hall usc the highest degree of care and a ll rea onable safeguards to 

• • prevent contammauon or pollution o f any environmenta l medium, inc luding soil , urface waters, groundwater, ediments, and surface 
• or subsurface trata, ambient a ir or any other env ironmental medium 111, on, or under the lea ed premises, by any waste, pollutant , or 

• • • •• •contaminant. Le ee sha ll not bring or permit to remain on the leased prem1 e any a be tos containing materia l , explo ives. tox ic 
• • • maten als, or sub tances regu lated a hazardous waste , hazardous maten als. hazardou ub tance (as the term "Hazardou ub tance" 

1 defined in the Comprchen ·1ve Environmental Re pon e, Compensation and L1abll iry Act (CERCLA), 42 U .. C. ecuons 960 I, e t 
seq.), or tOXIC ubstances under any federal. state, o r local law or regulation ("Hazardous Materials"), except ordinary products 
commonly used in connection with oil and gas exploration and development operations and tored in the usual manner and quantities. 
L E EE' V IOLAT ION OF THE FOREGOING PROHIBITION HALL C ON TIT UT E A MATERIAL BREACH AND 
DEFAULT H ER EUND ER AN D LE EE HALL INDEMN IFY, HOLD HARMLE SAND DEFEND T H E STATE OF 
T EXA AN D THE OW ER OF THE O IL FROM AND AGA INST A Y C LAIMS, DAMAGE , J UDGM ENT , 
PENA LT I ES, L IAB ILIT IE , AND CO T (INCLUDI NG REA ONABLE ATTORNEY ' FEE AND COURT CO T ) 
CA ED BY OR AR I INC OUT OF (I) A V IOLATION OF T H E FOR EGOI G PROH IB ITIO OR (II) TH E PRESENC E, 
RE LEA E, O R 01 PO AL OF ANY HAZARDOU MATERIAL 0 , UNDER, OR ABO UT T H E LEA ED PREMI E 
0 RI G LE SEE' OCC PA C Y OR CO TROL OF T HE L EA ED PREM I E . LE S E E HALL C LEA UP, 
REMOVE, R EMEDY A 0 REPA IR ANY O IL O R GRO UN D WATER CONTAM I ATION AND DAMAGE C A ED BY 
THE PR E ENCE OR RELEA E OF A Y HAZA RDO U MATER IAL I , O N, U OER, OR ABO T TH E LEA ED 
P REM I E DURING LE EE' O CC PANC Y OF THE LEA ED PREMI E IN CO N FORMA NCE W ITH THE 
REQUIREMENT OF APPLICA BLE LAW. T HI INDEMN IFICATION AND A UMPTION HALL APPLY , BUT I 

OT LIM ITED TO, LIABILITY FOR RE PON E ACT ION NDERTAK E P R UA T TO CERC LA OR ANY 
OTH ER ENV IRONMENTAL LAW OR REG LATION. LE EE HALL IMM EDIATELY GIV E TH E TATE OF 
TEXA A 0 T H E OW ER OF T H E O IL WR ITTE NOTICE OF A Y BREAC H OR PECT EO BREAC H OF TH I 
PARAGRAPH, UPON LEARN ING OF T H E PRE E C E OF ANY HAZARDOU MATERIALS, OR PON REC EIVING 
A OT IC E FROM ANY GO ER M E TAL AGE C Y PERTAI I G TO HAZARDO S MATER IAL WH IC H MAY 
AFFECT T H E LEA ED PREM ISE T H E OB LI GAT ION OF LE EE H ER EUNDER HALL RVIVE THE 
EX PI RATIO OR EARLIER TERM I AT IO , FOR A Y REA 0 OF TH I AG REEMENT. 

37. APPLICA BLE LAW. This lease is issued under the provisions ofTexas Natural Resources Code 52. 17 1 through 
52 .190, commonly known as the Relinquishment Act, and other appl icable statutes and amendments thereto, and if any provision in 
this lea e does not conform to the e ta tutes, the tatutes will preva il over any nonconfom1ing lease provision . 

38. EXECUT IO . This oil and gas lease mu 1 be ·1gned and acknowledged by the Le ee before 11 1 fi led o f record in 
the coumy records and 111 the General Land O ffice of the State o f Texa . Once the filing requ1remen1 found m Paragraph 39 of th1 
lea e have been a tis fied , the effective date of this lease ha ll be the date found on Page I. 
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39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of 
record in the office of the County Clerk in any county in which all or any 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 Clerk from his records) is filed in the General Land Office in accordance with Texas atural Resources Code 
52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General 
Land Office. 

40. See anached Exhibit "A" for additional provisions. 

DATE: ~ z z-; 1 

STATE~XA 

BY: Wt/J~ 
,,,,, .... ,,,,, 

• • • • •! ""''' e 0 K F ,,,,,~ 

; ;:··~TIEST tf.!~i.Jij;;; .... \ 
Individually and as agent for the State of Texas 
Trent A. Baulch, enior Vice President, 
Managing Director, Mineral Management, 
Bank of Texas, N.A., as Agent for Susannah 
Blinkoff 

~ • • . j<.aren Holesne;" ~ : I 
• · ~ss istant Cashier/Secretary:~··. .:~ 

• \-y·. ..~, 

~ 
DA TE:_ J-1,...;..../;!,__f'\_J./_ 2--_/ J._/ _V_I L_( ----

·:···: ~~ ·. ..~ ..... 
~ 0.1f·... . .·,~ ~ 

• .,,,, ~L .Assoc, ~,~ 
• • • • • $TATE 0 F T EXA .,,,, ...... ,\~ ( IN DIVIDUAL ACKNOWLEDGMENT) 
• •• 

CO NTY OF M IDLA D 

Before me, the undersigned authority, on this day personal!) appeared Clav Johnson known to me to be the person \\hose name is subscribed to 
the foregoing instrument, and acknowledged to me that they executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the 1./ day ofrUf\.t.. , 201 ~. 

TATE OF OKLAHOMA (CORPORATE ACKNOWLEDGMENT) 

CO TY OFT LSA 

Before me, the undersigned authority, on thisU,_ day of June, 20 11 , Personally appeared Trent A. Baulch and Karen Holest ine known 
to me to be the ident ical persons who subscribed the name of Bank of Texas, .A., Agent for S usa nnah Blinkoff, to the foregoing instrument as its 

enior ice President a nd Managing Director, lineral 1anagement and Assistant Cashier/ ecretary, respecth ely. and acknowledged to me 
that they had willingly made and executed it as their free and voluntary act and deed and as the free and voluntary act and deed of such national 
banking assoc1ation, as such uccessor Trustee and as Agent. for the uses and purposes therein expressed. 

WITNE my hand and official seal the day and )car last above \Hitten. 
My Comm1ssion Expires: 

• 

Notary Public 
State of Oklahoma 
MELYNDA F. KEMP 

OSAGE COUNTY 
COMMISSION 110007619 

Comm. Exp. 09·14·2014 - 9 -
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EXHIBIT "A" 

ATIACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED DECEMBER 13, 2010, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, BANK OF TEXAS, N.A., AGENT FOR SUSANNAH BLINKOFF AS LESSOR, AND 
CLAY JOHNSON, AS LESSEE 

1. If, at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or 
within 180 days prior to the expiration of the primary term Lessee has completed a well as a dry hole or commenced a 
well on the leased premises or lands pooled therewith, or Lessee is then engaged in operations on the leased premises or 
lands pooled therewith, Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary 
term or within 180 days after completion of such well or the cessation of such operations, whichever is the later date; and 
thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration 
units have been drilled, allowing not more than 180 days to elapse between the completion of one well and the 
commencement of the succeeding well. Should Lessee fail to begin the continuous drilling program or subsequently 
default in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, save and 
except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 
100 feet below the base of the deepest penetrated formation. As used in this paragraph: i) the term "commission" means 
the Railroad Commission of the State of Texas or any successor agency, ii) the term "proration unit" means any acreage 

.designated as a drilling unit or production unit in accordance with the rules of the commission (or any other governmental 
· : •••:authority having JUrisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
~ .... : "commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and 
• •"completion" mean the date the initial potent1al test report IS filed with the commission, if a productive well, or the date the 

. • plugging report is filed with the commission , if a dry hole, in either event no later than 60 days after the drilling rig has •• • •, • .:been released . Notwithstanding the partial termination of this lease, Lessee shall continue to have the rights of ingress 
.and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled 

- ; ••• ! therewith , for the purposes described in paragraph 1 hereof, together with easements and rights of way for roads, 
pipelines, flowlines and other facilities on or across all of the leased premises for the exploration, development, 

• • ..... production, gathering or transportation of oil, gas and other products from the lands still subject to this lease or lands 
• • • pooled therewith . The sole liability or penalty for the failure of Lessee to drill any well or wells required or permitted by this 

lease shall be the termination or partial termination of Lessee's rights under the lease as provided above. Once 
Continuous Drilling has ceased each proration unit will be treated as a separate lease. 

2. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all purposes this lease 
shall be a fully Paid-Up Oil & Gas Lease for the first three years. Delay Rentals have been paid in full with the Bonus 
Consideration tendered herein. Delay Rental payment was based on a $1 .00 per net mineral acre per year for Two (2) 
Years. Concluding a $2.00 per acre Pd-Up Rental Payment was made in advance for the Two (2) Year Period on the net 
mineral acres indicated in this Lease. 

3. PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY. Paragraph 5 (minimum Royalty) and Paragraph 14 
(Shut in Royalty) contains a reference to a computation based upon the delay rental amount specified in Paragraph 3. 
However, notwithstanding anything contained herein to the contrary, the undersigned do hereby recognize, acknowledge 
and agree that i) all minimum royalty payments due pursuant to Paragraph 5 shall be calculated on the basis of the delay 
rental amount being one dollar ($1 .00) per acre, and ii) all shut-in royalty payments due pursuant to Paragraph 14 shall be 
calculated on the basis of double the annual rental amount of one dollar ($1 .00) per acre (being two dollars ($2 .00) per 
acre), but not less than $1200.00 a year for each well capable of producing oil and gas in paying quantities. 

4. The rentals for the 151 anniversary date and for the 2"d anniversary date have been pre-paid with the bonus for this 
lease and no additional payments for the 151 anniversary date and for the 2nd anniversary date are due and payable. The 
total payment to the State and to the owner of the soil is $402.00 per acre. The state and the owner of the soil have split 
the total payment of $402.00 per acre equally. 

If delay rentals are paid on or before the 3rd anniversary date, the total rental paid shall be $57,548.94. 
Said payment will include a pre-payment for the delay rentals for the 41

h anniversary date. 
Payments shall be made as follows : To the owner of the soil: $28,774.47 

To the State of Texas: $28,774.47 
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General Land Onicc 
Relinquishment Act Lease Form 
Rcv1scd, Scptc1rber 1997 

·.ifF 111111£ 

OILA DGA LEA E 

13th day of December, 20 I 0, between the State of Texas, acting by and 
th roug h its agent, 13ank of Texa , N.A., as ucces or T rustee of the Carol Hall B. Majz lin Tru t #2 under th e Wi ll of M. A. 
Gri ham of P.O. Box 1588 Tulsa Oklahoma 74101 
____________________________________________________________________________ said agent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and -;C~L:'-:A:7Y~JO~H7'N-=::S~0'7-'-N~::::--------------------------
---------------------------------------of ____ ~2~0~3~W~.~W=a~ll~S~u~i~tc~2~0~2 ________________________ _ 

Mid land Texas 79701 
(Give Permanent Address) 

hereinafter called Lessee. 

I. 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, lay ing pipe 
lines, bui ld ing tanks, storing oil and bui lding 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 C ulberson County, S tate ofTexas, to-wit: 

Block 54, P ublic chool Land urvev 
cction 4: /2 
cction 5: 56 acres out of the Southea t part of the E/2 
cction 8: E/4, E/2 SW/4, E/4 NW/4, S/2 E/4 & NE/4 NE/4 
ecti on 10: /2 
ection 15: /2 & E/4 NE/4 
ect ion 16: All 
cction 17: All 
cction 18: /2 

Containing 3,059.08 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Thirty-eight Thousand Four Hundred Twenty-nine and 70/ 100---------------
Dollars ($ 38,429.70 ) 

To the owner of the soi l: Thirty-e ight Thousand Four Hundred Twenty-nine and 70/ I 00---------------
Dollars ($ 38,429.70 ) 

Total bonus consideration: Seven tv-six Thousand Eight ll undred Fifty-nine and 40/ 100-------------
Dollars ($ 76 859.40 ) 

The total bonus consideration paid represents a bonus of Four Hundred Two and oil 00----------------
Dollars ($ 402 .00 ) per acre, on 191. 1925 net acres. 

2 . TERM. Subject to the other provisions in this lease, this lease shall be for a tem1 of Five (5) years from this date 
(herein called primary term ") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
As used in this lease, the term "produced in paying quantities" means that the receipts from the sale or other authorized commercial 
use of the substance(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 ( I) year from this date, this 
lease sha ll terminate, unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credi t in the 

----------------------------------~---------.~~-.-o--~----~Bank,at~------~--~~----~~ 
-------,-.,..----:----,:-:-:--'7.""--:------------:-:.' or its successors (which shall continue as the depos itory regardless o f changes in the 
ownership of said land), the amount specified below; in addi tion, Lessee shall pay ·or tender to the COMM ISS IONER OF T i lE 
GENERAL LAND OFf- ICE OF TH E STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on or be fore said date. Payments under 
th is parag raph shall operate as a ren tal and shall cover the privilege of deferring the commencement of a well for one (I) year from 
said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Dela) Rental Provision 
Do II a rs ($-::::------::---:::----{ 

To the State of Texas: sec Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Do II a rs ($-=---:--:--::--:---J 

Total Rental: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Dollars($ __________ __ 

IFIT CEAHS 

Ar.-.;Rr, 
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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 (I) year each during the primary term. All payments or tenders of rental ·to the owner of the soil may be made by check 
or s ight 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 tnis paragraph (or its successor bank) should cease to exist, suspend businec;s, liquidate, fail or be succeeded by another bank. or for 
any reason fail or refuse to accept rental, Lessee shall not be held in default for failure to make such payments or tenders of rental until 
thirty (30) days after the owner of the soil shall deliver to Lessee a proper recordable instrument naming another bank as agent to 
receive such payments or tenders. 

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

(A) 0 1 L. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid fonn 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 l/4th part of the gross production or the market value thereof, 
at the option of the owner of the soil or the Commissioner of the General Land Office, such value to be determined by I) the highest 
posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively, of a like 
type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general 
area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any 
gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an 
adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable 
from the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be 
waived in writing by the royalty owners upon such tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including nared gas), which is defined as all hydrocarbons and 
gaseous substances not defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with 
respect to gas processed in a plant for the extraction of gasol ine, liquid hydrocarbons or other products) shall be 

l/4th part of the gross production or the market value thereof, at the option of the owner of the soi l 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. Roya lty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or 
other liquid hydrocarbons shall be l /4th part of the resid ue 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 Orrice. A II royalties due herein 
shall be based on one hundred percent ( I 00%) 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 auributable 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 affi liate) owns an interest, then the percentage applicable to liquid hydrocarbons 
shall be !ifty percent (50%) or the highest percent accruing to a third party processi ng gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing 
agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons 
shall be determined by I) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the 
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective 
grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall the royalties payable under this paragraph be less 
than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas 
(excepting liquid hydrocarbons) whether said gas be casinghead, "dry," or any other gas, by fractionating, burning or any other 
processing shall be !/4th part of the gross production of such products, or the market value thereof, at the option 
of the owner of the soil or the Commissioner of the General Land Office, such market value to be determined as follows: I) 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 sa le price of each product for the same month in which such products are produced; whichever is the greater. 

5. Ml IM UM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is 
maintained by production, the royalties paid under this lease in no event shall be less than an amount equal to the total annual delay 
rental herein provided; otherwise, there shall be due and payable on or before the last day of the month succeeding the anniversary 
date of this lease a sum equal to the total annual rental less the amount of royalties paid during the preceding year. If Paragraph 3 of 
this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 
owner of the soil or the Commissioner of the General Land Office may, at the optio!l 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 
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negate the owner of the soil's or the Commissioner of the Genera l Land Office's rights or Lessee's obligations, whether express or 
implied, under this lease. · 

7. 0 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, 
transport ing, and otherwise making the oil, gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay 
roya lties on the gross value received, including any reimbursements for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's 
proportionate share of any fuel used to process gas produced hereunder in any processing plant. otwithstanding 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 oi l 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 wh ich enti tles the royalty owners to a royalty under this lease. 

9. ROYALTY PA YME TS 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 roya lty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Ru les 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 the market value of the oil and gas, together with a copy of al l 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, sum mary 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 l?enalty 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 v. per year, such interest wil l begin accruing when the royalty is sixty (60) days overdue. Affidavits and supporting 
documents wh ich arc 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 responsibi lity for paying or 
causing royalties to be paid as prescribed by the due date provided herein . Paymenr of the delinquency penalty shall in no way operate 
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
above penalty provisions shall not apply in cases 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. 

I 0. (A) RESERVES, CONTRACTS AND OTI !ER 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 or amendments. uch 
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. A II other contracts and records pertain ing to the production, transportation, sale and marketing of the 
oi l 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 Com missioner of the General Land Office, the At1omey 
Genera l, 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 
Comm issioner 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 writlen 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, 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. Additionally, in accordance wi th 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 infonnation relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey 
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen ( 15) days after 
the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the 
General Land Office when due. The penalty for late riling shall be set by the General Land Office admin istrative rule which is 
effective on the date when the materials were due in the General Land Office. 
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II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMAR,Y 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 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 l or gas shou ld 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 maintain this lease by conducting additional 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 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 fa ilure 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 oi l or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLING AND REWORKING AT EX PIRATION OF PRIMARY TERM. If, at the expiration of the primary 
term, neither oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this 
lease shall remain in force so long as operations on sa id well or for drilling or reworking of any additional well are prosecuted in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days during any one such operation, and if they 
result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities 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, DRILLI G, 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 full force and 
effect for so long as such operations continue in good faith and in workmanlike manner without interruptions totaling more than sixty 
(60) days. If such drilling or reworking operations result in the production of oil or gas, the lease shall remain in full force and effect 
for so long as oil or gas is produced from the leased premises in paying quantities or 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 wi II not terminate if the Lessee commences additional drilling or reworking operations 
within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues 
drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. 
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-I 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 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 $1 ,200 a year for each well capable of producing oi I or gas in paying quantities. If Paragraph 3 of this lease does not 
specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar ($ 1.00) per acre. To 
be effective, each initial shut- in oil or gas royalty must be paid on or before: (I) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (112) to the 
Commissioner of the General Land Office and one-half (In) to the owner of the soil. 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 that, if no suitable 
production facili ties or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one 
(I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is sold and delivered in paying quantities from a well located within one thousand (I ,000) feet of the leased 
premises and completed in the same producing reservoir, or in any case in which <;irainage is occurring, the right to continue to 
ma intain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year 
for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or 
which is completed in the same producing reservoir and within one thousand (I ,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 
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 (I ,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oi l 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 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. • •• • ~u. • •••• • 
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16. RETA INED 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 addit ional well or wells as may be reasonably necessary for ~he 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 ( I) 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 ities (including a shut- in 
oil or gas well as prov ided 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 52.151-52.153, 
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 ofTexas, or any successor agency. or other governmental 
authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the applicable field 
rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to said well or wells 
for production purposes, this lease shall thereupon terminate as to 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 st ill subject to this lease for all purposes described in 
Paragraph I hereof, together with easements and right-of-ways for existing roads, existing pipelines and other existing fac ilities on, 
over and across all the lands described in Paragraph I 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 th is 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 I 00 feet below the total depth drilled (hereinaficr "deeper depths") in 
each well located on acreage retained in Paragraph 16(A) above, unless on or before two (2) years after the primal) 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 I 
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) IDENTIFICATIO A D FILl G. The surface acreage retained hereunder as to each well shall, as nearly as 
pract ical, 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 th is lease as provided herein, Lessee 
shall execute and record a release or releases containing a satisfactory lega l description of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses to execute and record 
such release or re leases wi thin ninety (90) days aficr being requested to do so by the General Land Office, then the Commiss ioner at 
his so le discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such instrument 
at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve 
Lessee of his obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or 
other agent in control of the leased premises shall drill as many wells as the facts may justify and shall use appropriate means and drill 
to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In addition, if oi l 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 q1c leased premises shall in good faith begin the 
dri ll ing of a well or wells upon the leased premises within I 00 days after the draining well or wells or the well or wells completed 
within I ,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obl igation may subject this lease and the owner of the soil's agency rights to forfeiture . Only 
upon the determination of the Commissioner of the General Land Office and with his wri tten 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 with such covenam shall be suspended and Lessee shall not be liable for damages 
for failure to comply with such covenants; additionally, this lease shall be extended whi le Lessee is prevented, by any such cause, 
from conducting dri ll ing and reworking operations or from producing oil or gas from the leased premises. I lowever, nothing in th is 
paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of 
such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend 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 recover the cost of these payments from the rental and royalties due the owner of 
the soil. 

• ••• • ••• ••• ••• 
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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 royalt ies 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 Com1nissioner 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 roya lty 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 primary term, a portion of the land covered by th is 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 describ~d 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 ca lculated 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 soi I; provided, however, Lessee shall not use potable water or water 
suitable for livestock or irrigation purposes for waternood operations without the prior consent of the owner of the so il. 

22. AUTHORIZED DAMAG ES. Lessee shall pay the owner of the soil for damages caused by its operations to all 
personal property, improvements, livestock and crops on sa id 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 barn now 
on said premises without the written consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee shall usc the highest degree of care and al l proper safeguards to 
prevent pollution. Without limiting the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall 
be prevented by the use of containment facilities sufficient to prevent spillage, seepage or ground water contamination . In the event of 
pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible 
for all damage to public and private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits and 
tank batteries so as to protect livestock against loss, damage or injury; and upon completion or abandonment of any well or wells, 
Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall, while 
conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, and upon 
completion of operations shall restore the surface of the land to as ncar its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQU IPM ENT. Subject to limitations in this paragraph, Lessee shall have the right to remove 
machinery and fi xtures 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 soi l 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 wriHen notice to the Commiss ioner of the General 
Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, fixtures, or casing which 
are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNME TS. 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 ownersh ip of the 
land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and estates of Lessee, impair the 
effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division 
in ownership of the land, rentals, or royal ties shall bind Lessee for any purpose until thirty (30) days after the owner of the soil (or his 
heirs, devisees, legal representatives or assigns) furni shes the Lessee with satisfactory written evidence of the change in ownership, 
including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all 
subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay 
rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to 
pay his share of the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered ; 
however, if the assignor or assignee docs 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, liabi lities, 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. • • •• • ••• ••• ••• 
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(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 wri tten approval of the Commissioner of the General Land 
Office, this lease is void as of the ti me of assignment and the agency power of the owner may be forfe ited by the Commissioner. An 
assignment will be treated as if it were made to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a pri ncipal stockholder or is an employee of such a 
corporation or subsid iary; 
(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 fidu ciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, 
receiver, or conservator for the owner of the soil ; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute 
and deliver to the owner of the soi l and place of record a release or releases covering any port ion or port ions of the leased premises, 
and thereby surrender this lease as to such port ion or portions, and be relieved of all subsequent obligations as to acreage surrendered. 
If any pan of this lease is properly surrendered , the delay rental due under this lease shall be reduced by the proportion that the 
surrendered acreage bears to the acreage which was covered by th is lease immediately prior to such surrender; however, such release 
will not relieve Lessee of any liabi lities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILING OF ASS IGNMENTS AN D RELEASES. If all or any part of th is 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 cert ifi ed by the County Clerk of the county in which the instrument is recorded, must be filed in the General Land Office 
with in 90 days of the last execution date accompanied by the prescribed fil ing fee. If any such assignment is not so fi led, the rights 
acquired under this lease shall be subject to forfei ture 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 dut ies of 
the parties. Any collateral agreements concern ing the development of oil and gas from the leased premises wh ich arc not contained in 
this 1case render this lease invalid. 

3 1. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fu lly disclose any facts 
affecting the State's in terest in the leased premises. When the interests of the owner of the soil confl ict with those of the State, the 
owner of the soil is ob ligated to put the State's interests before his personal interests. 

32. FORFEITURE. If Lessee shall fai l or refuse to make the payment of any sum within thirty days ancr it becomes 
due, or if Lessee or an authorized agent should knowi ngly make any fa lse return or false report concern ing production or drill ing, or if 
Lessee shall fa il or refu se to drill any offset well or wells in good faith as required by law and the rules and regu lations adopted by the 
Commissioner of the General Land Office, or if Lessee should fail to file reports in the manner requ ired by law or fa il to comply with 
rules and regulations promulgated by the General Land Office, the School Land Board, or the Railroad Comm ission, or if Lessee 
should refu se the proper authori ty access to the records pertaining to operations, or if Lessee or an authorized agent should knowingly 
fail or refuse to give correct infom1ation to the proper authority, or knowingly fail or refuse to furnish the General Land Offi ce 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 fi led in the General Land Office as required b) law, the rights acquired under this lease shall be subject to 
forfeitu re by the Commissioner, and he shall forfei t same '' hen sufficiently informed of the facts which authorize a forfei ture, and 
when forfei ted the area shall again be subject to lease under the terms of the Relinquishment Act. l lowever, noth ing herein shall be 
construed as waiving the automatic term ination of this lease by operation of law or by reason of any special limitation arising 
hereunder. Forfe itures may be set aside and this lease and all rights thereunder reinstated before the rights of another in tervene upon 
satisfactory evidence to the Comm issioner of the General Land Offi ce 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. LI EN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and 
gas produced from the area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become 
due under this lease. By acceptance of this lease, Lessee grants the Stille, in add ition to the lien provided by Texas Natural Resources 
Code 52. 136 and any other applicable statutory lien, an ex press 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 thi rd party, and all fixtures on and improvements .to the leased premises used in connection with 
the production or processing of such leased minerals in order to secure the payment of all roya lties or other amounts due or to become 
due under th is lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condit ion of th is lease, whether express or implied. This lien and security interest may be foreclosed with or without court 
proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon 
the above-described property or from Lessee's acquisit ion of this lease. Should the Commissioner at any time determ ine that this 
representation is not true, then the Commissioner may declare th is lease forfeited as provided herein. 
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34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the so il 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. 15 1-52. 153. 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. INDEMN ITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, thei r 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 activ ities 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 
strict ly liable act 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 officers, employees and agents, their successors or assigns, against any and 
all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery 
of damages is sought, under any theory including tort, contract, or strict liability, including at torneys' fees and other legal expenses, 
including those related to environmental hazards, on the leased prem ises or in any way related to Lessee's fa ilure 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 fo r, 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 described above. EXCE PT A OTH ERWI E EXPR E LV LIMIT ED HEREIN, 
ALL OF TH E I DEMN ITY OBLIGATION A 0 \0R LIABILITI E A UMED U OER TH E TERM OF Till 
AGR EEME T HALL BE W ITHO T LIMIT A 0 WITHO UT REG ARD TO THE CA E OR CAU E THEREOF 
(EXCLUDING PRE-EX! T ING CONDITION ), TRICT LIABILITY, OR TH E EG LIGENC E OF ANY PARTY OR 
PARTI E (INCLUD ING THE NEGLIG E C E OF TH E INOEM ! Fl ED PARTY), WHET HER SUC H NEGLIGE CE BE 

OLE, JOINT, CO CURR ENT, ACTIVE, OR PA IV E. 

36. ENVIRONMENTA L IIAZARDS. Lessee shall use the highest degree of care and al l 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, pollutant, or 
contaminant. Lessee shal l 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 "ll azardous Substance" 
is defined in the Comprehensive Environmental Response, Compensation and Liabi lity Act (CERCLA), 42 U.S.C. Sections 960 I, et 
seq.), or toxic substances under any federal, state, or local law or regulation (" Hazardous Materials"), except ordinary products 
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE' VIOLATION OF TH E FOREGO! G PROH IBITION HALL CON TITUT E A MAT ERIAL BREACH AND 
DEFAULT HEREUNDER AND LE EE SHALL I OEMNIFY, HOLD HARMLES AND DEFEND TH E TATE O F 
TEXA A 0 THE OW ER OF TH E O IL FROM AND AGAI T A Y C LAIM , DAMAGE , J UOGME T , 
PE ALTI E , LIAB ILIT IE , A D CO T (I C L DING REA 0 ABLE ATTOR EY ' FEE A 0 CO RT CO T) 
CAU EO BY OR ARI I G OUT OF (I) A VIOLATIO O F TH E FOREG O! G PROH IBIT IO OR (II ) TH E PR E E CE, 
RELEA E, OR 01 PO AL OF ANY HAZAROO U MATERIAL 0 , U OER, OR ABO T TH E LEA EO PR EMI E 
DURING LE EE'S OCC UPANCY OR CO TROL OF THE LEA ED PREMISE . LE SEE II ALL C LEA UP, 
REMOV E, REMEDY AND REPA IR NY OlL OR GRO UN D WAT ER CONTAM I ATIO A D DAMAGE CAU EO BY 
TH E PR E ENCE OR RELEA E O F A Y HAZARDO U MAT ERIAL IN, 0 , DER, OR ABO T THE LEA EO 
PR EMI E 0 RING LE EE' OCC PA CY OF TH E LEA EO PR EMI E I 0 FORMA CE WITH TH E 
REQ UIREMENT Of APPLICABL E LAW. TI-l l IND EMNIFICATION AND A SUMPT ION HALL APPLY, BUT I 
NOT LIMIT ED TO, LIABILITY FOR RE PON E ACTION OERTAK EN PUR ANT TO CERCLA OR A Y 
OTHER ENV IRONM ENTAL LAW OR REG LATION. LE EE HALL IMM EDIATELY GIVE TH E TATE OF 
TEXA AND THE OWNER OF TH E OIL WR ITT EN NOTICE OF ANY BREAC H OR PECTED BREACH OF T ill 
PARAGRAPH, UPON LEARN! G OF TH E PRE ENCE OF ANY HAZAROO U MATERIAL , OR UPON RECEIVING 
A NOT IC E FROM ANY GOVERNM ENTAL AGENC Y PERTAI NING TO HAZAROO U MATERIAL WH ICH MAY 
AFFECT TH E LEA EO PREMI E . TH E OBLIGATIO OF LE EE HEREUN DER H LL RVIVE Til E 
EXPIRATION OR EARLI ER TERM! AT IO , FOR ANY REA 0 , OF TI-ll AG REEME T. 

37. APPLICA BLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52. 17 1 through 
52. 190, commonly known as the Relinquishment Act, and other applicable statutes mid amendments thereto, and if any provision in 
this lease does not con form to these statutes, the statutes will prevai l over any nonconformi ng lease provisions. 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record in 
the county records and in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this 
lease have been satisfied, the effective date of th is lease shall be the date found on Page I. 
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39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of 
record in the office of the County Clerk in any county in which all or any part of the leased premises is located, and certified copies 
thereof must be filed in the General Land Office. This lease is not effective until a certified copy of this lease (which is made and 
certified by the County Clerk from his records) is filed in the General Land Office in accordance with Texas arural Resources Code 
52.183. Additionally, this lease shaH not be binding upon the State unless it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General 
Land Office. 

40. See attached Exhibit " A" for additional provisions. 

STATE OF T E XAS 

STATE OF TEXAS 

COUt TY OF MIDLAND 

BY~~ 
Ind i v-i"d'u-a"lly-a-n'd_a_s_a_g_e_n-:-t 7<'fo-r-:-th'e-r;S'ta-:-t-e -o"f..,.T'"e-x-as-
T rent A. Baulch, Senior Vice P resident, 
Managino Director, Minerals Management, 
Bank of .lfexas, N.A., as uccessor Trustee of 
the Carol Hall B. Majzlin T r ust #2 under the 
W ill qf M. A. Gris ham 

DATE: J;}-/(; -!0 

(TNDTVJDUAL ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared Clay Johnson known to me to be the person whose name is subscribed to 
the foregoing instrument, and acknowledged to me that they executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the --L\~V-- day oJ)\~, • 2010. 

STATE OF OKLAHOMA (CORPORATE ACKNOWLEDGME T) 

COUNTY OF TULSA 

Before me, the undersigned authority, on this J fo t:h day of December. 20 I 0, Personally appeared Tren t A. Baulch and Diana Hall 
known to me to be the identical persons who subscribed the name of Bank of Texas, N.A., as Successor Trustee of the Carol Hall B. Majzlin 
Trust #2 under the Will of M. A. Grisha m, to the foregoing instrument as its Senior Vice President and Managing Director, Mineral 
Management and Assistant Cashier/Secretary, respectively, and acknowledged to me that they had willingly made and executed it as their free and 
voluntary act and deed and as the free and voluntary act and deed of such national banking association, as such Successor Trustee and as Agent, for 
the uses and purposes therein expressed. 

WITNESS my hand and official seal the day and year last above written./) 

My Commission Expires:.;- Notary Public _ (4A {.4 llLL & Lou( 
State of Ok/ahom Notary PuiJiiCin and for the State of OKLAHOMA 

ARTHELLA BlALOCK 
TI.Jt.sA COUNTY • • •• 

COIAt~SSMJH ~ : • • : • • • • • • • • • 
Comm. EJ~;P, 06·02·201 1 - 9 - : ! ! • • • • • • • • • • • : . . . :.. . . . . . :. 
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EXHIBIT "A" 

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED DECEMBER 13, 2010, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, BANK OF TEXAS, N.A., AS SUCCESSOR TRUSTEE OF THE CAROL HALL B. 
MAJZLIN TRUST #2 UNDER THE WILL OF M.A. GRISHAM, 

AS LESSOR, AND CLAY JOHNSON, AS LESSEE 

1. If, at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or 
within 180 days prior to the expiration of the primary term Lessee has completed a well as a dry hole or commenced a 
well on the leased premises or lands pooled therewith , or Lessee is then engaged in operations on the leased premises or 
lands pooled therewith, Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary 
term or within 180 days after completion of such well or the cessation of such operations, whichever is the later date; and 
thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration 
units have been drilled, allowing not more than 180 days to elapse between the completion of one well and the 
commencement of the succeeding well. Should Lessee fa1l to begin the continuous drilling program or subsequently 
default in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, save and 
except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 
100 feet below the base of the deepest penetrated formation . As used in this paragraph: i) the term "commission" means 
the Railroad Commission of the State of Texas or any successor agency, ii) the term "proration unit" means any acreage 
designated as a drilling unit or production unit in accordance with the rules of the commission (or any other governmental 
authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and 
"completion" mean the date the initial potential test report is filed with the commission , if a productive well , or the date the 
plugging report is filed with the commission, if a dry hole, in either event no later than 60 days after the drilling rig has 
been released. Notwithstanding the partial termination of this lease, Lessee shall continue to have the rights of ingress 
and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled 
therewith, for the purposes described in paragraph 1 hereof, together with easements and rights of way for roads, 
pipelines, flowlines and other facilities on or across all of the leased premises for the exploration, development, 
production, gathering or transportation of oil , gas and other products from the lands still subject to this lease or lands 
pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells required or permitted by this 
lease shall be the termination or partial termination of Lessee's rights under the lease as provided above. Once 
Continuous Drilling has ceased each proration unit will be treated as a separate lease. 

2. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all purposes this lease 
shall be a fully Paid-Up Oil & Gas Lease for the first three years. Delay Rentals have been paid in full w1th the Bonus 
Consideration tendered herein. Delay Rental payment was based on a $1 .00 per net mineral acre per year for Two (2) 
Years. Concluding a $2.00 per acre Pd-Up Rental Payment was made in advance for the Two (2) Year Period on the net 
mineral acres indicated in this Lease. 

3. PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY. Paragraph 5 (minimum Royalty) and Paragraph 14 
(Shut in Royalty) contains a reference to a computation based upon the delay rental amount specified in Paragraph 3. 
However, notwithstanding anything contained herein to the contrary, the undersigned do hereby recognize, acknowledge 
and agree that i) all minimum royalty payments due pursuant to Paragraph 5 shall be calculated on the basts of the delay 
rental amount being one dollar ($1.00) per acre, and ii) all shut-in royalty payments due pursuant to Paragraph 14 shall be 
calculated on the basis of double the annual rental amount of one dollar ($1 .00) per acre (being two dollars ($2.00) per 
acre), but not less than $1200.00 a year for each well capable of producing oil and gas in paying quant1t1es. 

4. The rentals for the 151 anniversary date and for the 2"d anniversary date have been pre-paid with the bonus for this 
lease and no additional payments for the 151 anniversary date and for the 2"d anniversary date are due and payable. The 
total payment to the State and to the owner of the soil is $402.00 per acre. The state and the owner of the soil have split 
the total payment of $402.00 per acre equally. 

If delay rentals are paid on or before the 3rd anniversary date, the total rental paid shall be $57,548.94. 
Said payment will include a pre-payment for the delay rentals for the 41

h anniversary date. 
Payments shall be made as follows: To the owner of the soil: $28,774 47 

To the State of Texas: $28,774.47 . • •• • • • • • • • • • 
10- • • .. - • • 
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Gcucral Land On1cc 
Rcllllq111shmcm Act Lease Fonn 
Rcv1scd, September 1997 

O J LAND GA LEASE 

Til lS AGR EEMENT is made and entered into this 13th day of December. 2010. between the State of Texas, acting by and 
through its agent, Bani Agent for 0:-tniel Ulinl<o ff 

P.O. Box 1588 Tulsa Oklahoma 74 I 0 I 
_______________________________________________________________________________ said agent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and ___,C~L"-'A:-:'Y':--':'J:":O'-'I,.;.-I '--'='~....!.::-:=----------------------------
-----------------------------------------of ______ =2~03~W~.~W~a i~I~S~u~it~c~2~0=2-------------------------

Midland Texas 7970 I 
(Give Permanent Address) 

hereinafter called Lessee. 

I. 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 so il , 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 build ing power Stations, telephone lines and other tructures thereon. to produce, save, take care 
of, treat and transport said products of the lease, the fo llowi ng lands situated in Culberson County . State of Texas, to-wit: 

Block 54, Pub lic c hool Land u•·vey 
' ection 4: /2 
' cctio n 5: 56 ac t·c out of th e ou thca t p a •·t of E/2 
ectio n 8: E/4, E/2 W /-t , E/-t W/4, S/2 E/-t & E/4 E/-t 
cction 10: /2 
ecti on 15: /2 & SE/4 NE/4 
ecti on 16: A ll 
ection 17: A ll 
cction 18: /2 

Containing 3.059.08 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State ofTexas: Th irty-eigh t Thousand Four llundred Twenty-nine and 701100---------------
• • •••••• • 

Dollars ($ 38 429.70 ) 
To the owner of the soi l: Thinv-eight Thousand Four Hundred Twenty-nine and 701100---------------

.. . 
• • • • •• 

Dollars ($ 38 429.70 ) 

Total bonus consideration: Seventy-six Thousand Eight ll undrcd Fifty-nine and 40/ I 00-------------
Dollars ($ 76.859.40 ) 

The total bonus consideration paid represents a bonus of Four ll undred Two and No/ I 00----------------

• 
•• • • • • • •• 
•• • • • • •• 

Dollars (S 402.00 ) per acre, on 19 1.1925 net acres. : ... :. 

. 2. TERM . Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from th is date • .. .. 
(herein ca lled primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. • • • • • 
As used in this lease, the term "produced in paying quantit ies" means that the receipts from the sale or other authorized commercial 
usc of the substance(s) covered exceed out of pocket operational expenses for the six months last past. 

3. DELA Y RENTALS. If no well is commenced on the leased premises on or before one ( I) year from this date, this 
lease shall termi nate, unless on or before such ann iversary date Lessee shall pay or tender to the owner of the soil or to his credit in the 

Bank, at .,..--------:7"----::--:------:---:-­
------=--=----=,..--..,...,.....,.--.,.,.__,,..----------___,..,• or its successors (which shall con tinue 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 COMM IS 10 ER OF THE 
GE ERAL LA 0 OFFICE OF THE STATE OF TEX AS, AT AUSTI , TEXAS, a like su m on or before said date. Payments under 
this paragraph shall operate as a rental and sha ll cover the privi lege of deferring the commencement of a well for one ( I) year from 
said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: see Paragraphs 2 and 4 or the attached Exhibit "A" for amended Delay Rental Provision 
Dollars($ ) 

To the State ofTexas: sec Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delav Rental Provision 
Dollars($ ) 

Total Rental: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Prov ision 
Dollars ($ ______ -' 
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In a like manner and upon like payments or tenders annually, the commencement of a wel l may be further deferred for successive 
periods of one ( I) year each during the primaty term. A II 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. l f 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 ren tal, Lessee shall not be held in default for fai lure to make such payments or tenders of rental until 
thirty (30) days after the owner of the soil shall de liver to Lessee a proper recordable instrument naming another bank as agent to 
receive such payments or tenders. 

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

(A) OIL. Royalty payable on oil , which is defined as including all hydrocarbons produced in a liquid fom1 at the mouth 
of the well and also as all condensate, distillate, and other liquid hydrocarbons recovered from oi l or gas run through a separator or 
other equ ipmcnt, as herei nafter provided, shall be l /4th 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 va lue to be determined by I) the highest 
posted price, plus premium, if any, offered or paid for oi l, condensate, disti llate, or other liquid hydrocarbons, respectively, of a like 
type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or paid in the general 
area where produced and when run , or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before any 
gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the royalty owners through an 
adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable 
from the gas by such means will be recovered. The requirement that such gas be run through a separator or other equipment may be 
waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including nared gas), which is defined as all hydrocarbons and 
gaseous substances not defined as oi l 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 

l /4th 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; 
prov ided that the maximum pressure base in measuring the gas under this lease shall not at any ti me exceed 14.65 pounds per square 
inch abso lute, 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 l/4th part of the residue gas and the liquid hydrocarbons extracted or the • • 
market value thereof, at the option of the owner of the soi l or the Commissioner of the General Land Office. All royalties due herein:• • •• • 
shall be based on one hundred percent ( l 00%) of the total plant production of residue gas attributable to gas produced from this lease: • 
and on fift y percent (50%), or that percent accruing to Lessee, whichever is the greater, of the total plant production of liquid 
hydrocarbons attr ibutable to the gas produced from this lease; prov ided that if liquid hydrocarbons are recovered from gas processed r • .: • 
in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage appl icable to liquid hydrocarbons... • 
shall be fifty percent (50%) or the highest percent accru ing to a third parry processing gas through such plant under a processing •.: 
agreement negotiated at arm's length (or if there is no such third parry, 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 liqu id hydrocarbons • 
shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the :••••• 
general area, or 2) the gross price paid or offered for such residue gas (or the weighted average gross sell ing price for the respective • •• •• 
grades of liquid hydrocarbons), whichever is the greater. In no event, however, sha ll the royalties payable under this paragraph be less • •••• • 
than the royalties which wou ld have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas 
(excepting liquid hydrocarbons) whether said gas be casinghead, "dry," or any other gas, by fractionating, burning or any other 
processing shall be l/4th part of the gross production of such products, or the market value thereof, at the option 
of the owner of the soil or the Commissioner of the General Land Office, such market value to be detcrm incd as follows: I) on the 
basis of the highest market price of each product for the same month in wh ich such product is produced, or 2) on the basis of the 
average gross sale price of each prod uct for the same month in which such products are produced; wh ichever 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 royalt 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. l f Paragraph 3 of 
this lease does not specify a delay rental amount, then for the purposes of th is paragraph, the delay rental amount shall be one dollar 
($ 1.00) per acre. 

6. ROYALTY fN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 
owner of the soil or the Commiss ioner of the General Land Office may, at the option of either, upon not less than sixty (60) days 
notice to the holder of the lease, require that the payment of any royalties accruing to such royalty owner unqer this lease be made in 
kind. The owner of the soil's or the Commissioner of the General Land Office's righ.t to take itsf< t)r,1ihc;~~r1 shall not dim inish or 
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negate the owner of the soi l's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or 
implied, under th is lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalt ies accru ing 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 oi l, gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay 
royalties on the gross value received, including any reimbursements for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's 
proportionate share of any fuel used to process gas produced hereunder in any processing plant. Notwithstanding any other provision 
of this lease, and subject to the written consent of the owner of the soil and the Commissioner of the General Land Office, Lessee may 
recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing formation underlying the leased 
premises after the liquid hyd rocarbons contai ned in the gas have been removed; no royalties shall be payable on the recycled gas unt il 
it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a royalty under this lease. 

9. ROYA LTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the 
Genera l Land Office at Austin, Texas, in the following manner: 

Payment of roya lty 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 oi l is due and must be received in the General Land Office on or before the 5th da} 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, man11ger or other authorized 
agent, completed in the form and manner prescribed by the General Land Office and showing the gross amount and disposit ion of all 
oil and gas produced and the market va lue 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 requ ire 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 Genera l 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 roya lty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late 
shall accrue a l?enalty of 10% of the royalty due or $25.00 whichever is greater. In addi tion to a penalty, royalties shall accrue interest 
at a rate of 12 '" per year, such interest will begi n accruing 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 affidavi ts or supporting documents were due. The Lessee shall bear al l responsibility for paying or 
causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate : ••• :. 
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on \\ hich 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 fa ir market value. • • • 

• 
10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the :•. • • 

General Land Office wi th its best possible estimate of oil and gas reserves underlyins this lease or allocable to this lease and shall • •• 
furnish said Commiss ioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and •• • • : 
amendments to such contracts within thirry (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 con lidcnce by the General Land Office unless • 
otherwise authorized by Lessee. A II other contracts and records pertaining to the production, transportation. sale and marketing of the : •• •: • 
oil and gas produced on sa id premises, including the books and accounts, receipts and discharges of all \\ells, tanks, pools, meters, and • 
pipelines shall at all times be subject to inspection and examination by the Comm issioner of the General Land Office, the Auorncy • •• •• • 
General, the Governor, or the representative of any of them. •• • • 

(B) PERMIT , DRILLING RECORDS. Wriucn notice of all operations on th is lease shall be submitted 10 the 
Commissioner of the General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary 
abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of 
Railroad Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be suppl ied to 
the General Land Office at the time they arc 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 submiued to the Texas Railroad Commission or 
any other governmental agency shall include the word "State" in the tit le. 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 •Nord "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, 
cuuings and cores, or other information relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addi tion to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey 
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described 
premises and shall transmit a true copy of the log of each survey on each well to the General Land Office within fifteen ( 15) days after 
the making of said survey. 

(C) PENA L Tl ES. Lessee shall incur a penalty whenever reports, documents or other materials arc not filed in the 
General Land Office when due. The penalty for late fi li 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. A c- .,. ,.. ,... ,... e-n~-, 
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II. 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 dril l 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 addi tional drilling or reworking operations thereon, or pays or tenders the 
next annual delay rental in the same manner as provided in this lease. If, during the last year of the primary term or within sixty (60) 
days prior thereto, a dry hole be completed and abandoned, or the production of oi l or gas should cease for any cause, Lessee's rights 
shall remain in full force and effect without further operations until the expi ration 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 add itional 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 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 payi ng date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and 
upon the fai lure to make such payment, this lease shall ipso facto terminate. If at the expiration of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary 
term, neither oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this 
lease shall remain in force so long as operations on said well or for dri ll ing or reworking of any additional well are prosecuted in good 
faith and in workmanl ike manner without interruptions totaling more than sixty (60) days during any one such operation, and if they 
result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease. 

13. CESSATION, DRILLING, AND REWORK ING. If, after the expiration of the primary term , production of oil or 
gas from the leased premises, after once obtained, shou ld 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 fu ll 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. 1 f such drilling or reworking operations result in the production of oi l or gas, the lease shall remain in full force and effect 
for so long as oi l 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. 1 f the drilling or reworking operat ions result in 
the completion of a well as a dry hole, the lease will not terminate if the Lessee commences addi tional drilling or reworking operations 
within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues 
dri lling or reworking operations in good fai th 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. Sll UT-lN ROYAL TIES. For purposes of th is 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, unt il 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 product ion 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 oi l or gas in paying quantities. If Paragraph 3 of this lease does not • • • • 
specify a delay rental amount, then for the purposes of th is paragraph, the delay rental amount shall be one dollar ($ 1.00) per acre. To •.: 
be effective, each initial shu t-in oil or gas royalty must be paid on or before: ( 1) the expiration of the pri mary 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 dril ling or reworking • • 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the :••••• 
Commissioner of the General Land Office and one-ha lf ( 1/2) to the owner of the soil. 1 f the shut-in oi l or gas royalty is paid, the lease • • •• 
shall be considered to be a producing lease and the payment shall extend the term of the lease for a period of one year from the end of • •• •• ' 
the primary term, or from the first day of the month following the month in which production ceased, and, after that, if no suitable 
production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four more successive periods of one 
( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

IS. COM PENSATORY ROYALTI ES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oi l or gas is sold and delivered in paying quantities from a well located \vithin one thousand (I ,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 sh ut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year 
for which the roya lty has been pa id . The Lessee may maintain the lease for four more successive ) ears by Lessee payi ng 
compensatory royalty at the royalty rate provided in the lease of the market va lue 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 (I /2) to the Commissioner of the General Land Office and one-half (I 2) to the owner of the 
soil , beginning on or before the last day of the month following the month in which the oi l or gas is produced from the well causing 
the drainage or that is completed in the same producing reservoir and located with in one thousand ( I ,000) feet of the leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall 
pay an amount equal to the difference within thi rty (30) days from the end of the 12-rl)onth period. Compensatory royalty payments 
which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this lease. one 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 Co~1ps~i,qppr's... \W.~tten approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. : 1T.-~~ 15j1;l~~y~....._ .x 
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16. RETA INED ACREAGE. Notwithstanding any provision of this lc;ase to the contrary, aflcr a well producing or 
capable of producing oil or gas has been completed on the leased premises, Lessee shall exercise the di ligence of a reasonably prudent 
operator in drilling such additional well or wells as may be reasonably necessary for the proper developmen t of the leased premises 
and in marketing the production thereon . 

{A) VERTICAL. In the event this lease is in force and effect two (2) )Cars after the expiration date of the primary or 
extended term it shall then terminate as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of 
prod ucing 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. 153, 
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 
ru les are changed or the well or wells located thereon arc reclassified so that less acreage is thereafter allocated to said well or wells 
fo r production purposes, th is 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 I hereof, together with casements and right-of-ways for existing roads, existing pipelines and other existing facilities on, 
over and across all the lands described in Paragraph I 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) IIOR IZONTAL. 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 term in ate as to all depths below I 00 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 I 
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) IDENTIFICATIO A D FILING. The surface acreage retained hereunder as to each well shall , as nearly as 
practical, be in the form of a square with the well located in the center thereof, or such other shape as may be approved by the 
Commissioner of the Gcncml Land Office. Within thirty (30) days after partia l termination of this lease as provided herein, Lessee 
shall execute and record a release or releases containing a satisfactory legal description of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on the date the release is filed. 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 re leased 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. either 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 prerf1ises. In addition , if oil and/or gas shou ld be • 
produced in commercial quantities within I ,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 I 00 days after the draining well or wells or the well or wells completed •• •• 
within I ,000 feet of the leased premises stan producing in commercial quantities and shall prosecute such drilling with diligence. • •••. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only 
upon the 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 obligat ion 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 orl or gas from the leased 
premises by reason of war, rebellion, riots, st rikes, 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 fai lure to comply with such covenants; additionally, this lease shall be extended \\hilc Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oi l or gas from the leased premises. Ilowcvcr, nothing in this 
paragraph shall suspend the payment of dela) rentals in order to maintain this lease in effect during the primary term in the absence of 
such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the 
owner of the so il 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 soil. 
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20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soi l 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 soi l shall be paid to him in the proportion which his interest bears to the ent ire 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. llowevcr, before Lessee adjusts the royalty or rental due to the Commissioner of the 
General Land Offi ce, Lessee or his authoriLed representative must submit to the Commissioner of the General Land Office a wrillen 
statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest owned by the 
owner of the soi l. 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. 
llowever, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the 
undiv ided interest not leased an amount less than the va lue of one-sixteenth ( 1/ 16) of such gross production. 

(B) REDUCTIO OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is 
included with in the boundaries of a pooled un it that has been approved by the School Land Board and the owner of the soil in 
accordance with Natural Resources Code Sections 52. 15 1-52.154, 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 num ber 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. 

2 1. US E 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 
su itable for livestock or irrigation purposes for waternood operations without the prior consent of the owner of the soi l. 

22. AUTIIORIZED DAMAG ES. Lessee sha ll pay the ovmcr of the soil for damages caused by its operations to all 
persona l property, improvemems, 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. POLLUTIO . In developing this area, Lessee shal l usc the highest degree of care and al l 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 con tainment facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of : • •••• 
pollution, Lessee shal l use al l 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 bui ld and mai ntain 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 shal l fill and level all s lush pits and cellars and completely clean up the drilling site of all rubbish thereon. Lessee shall , while •• • 
conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, and upon : • •• • 
completion of operations shal l 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 EQU IPMENT. 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 expirat ion or the termination of this lease unless the owner of the soil grants Lessee an extension of this •• •• 
120-day period. llowever, Lessee may not remove casing from any well capable of producing oil and gas in paying quantities. • •••• ' 
Additionally, Lessee may not draw and remove casi ng until after thirty (30) days written notice to the Com missioner 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 tcnns of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights 
and estates of ei ther party to this lease may be assigned, in "hole or in part, and the provisions of this lease shall extend to and be 
binding upon their heirs, devisees, legal representatives, successors and assigns. However. a change or division in ownership of the 
land, rentals, or royalties will not enlarge the obligations of Lessee, diminish the rights, privileges and estates of Lessee, impair the 
effectiveness of any payment made by Lessee or impair the effectiveness of any act performed by Lessee. And no change or division 
in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days after the owner or the so il (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 
subsequem obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay 
rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to 
pay his share of the renta l shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered; 
however, if the assignor or assignee docs 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 undc.r 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. A ' 
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(B) ASSIG ME T LIM ITA TIO . otwithstanding any provision in Paragraph 27(a), if the owner of the soil 
acquires this lease in whole or in part by assignment without the prior written approval of the Commissioner of the General Land 
Office, this lease is void as of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An 
assignment will be treated as if it were made to the owner of the soi l if the assignee is: 

(I) 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 soi l 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 fid uciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, 
receiver, or conservator for the owner of the soil; or 
(7) a fami ly member of the owner of the soi l or related to the owner efthc 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 soi l and place of record a release or releases covering any portion or port ions of the leased premises. 
and thereby surrender this lease as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. 
If any part of this lease is properly surrendered, the delay rental due under this lease sha ll be reduced by the proportion that the 
surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however, such release 
will not relieve Lessee of any liabilities which may have accrued under this lease prior to the surrender of such acreage. 

29. FILING OF ASS IGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such 
assignment or release must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded 
instrument certified by the County Clerk of the county in which the instrument is recorded, must be tiled in the General Land Office 
within 90 days of the last execution date accompanied by the prescribed tiling 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 
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 arc 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 con nict with those of the State, the • • 
owner of the soi l is obligated to put the State's interests before his personal interests. · :••••• .. . 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes : • •• • 
due, or if Lessee or an authorized agent shou ld 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 • • • 
Commissioner of the General Land Office, or if Lessee shou ld 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 Com mission, or if Lessee •• • • 
should refuse the proper authority access to the records pertaining to operations, or if Lessee or an authorized agent should kno\.vingly • .: 
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 J • 
the assignment is not filed in the General Land Office as required by law, the right~ acquired under this lease shall be subject to • •••• • 
forfeiture by the Commissioner, and he shall forfeit same when sufficiently inforn1ed of the facts which authoriLc a forfeiture, and • • • •• , 
when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be ••• • 
construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising 
hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory evidence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this 
lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oi l 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 at ural Resources 
Code 52.136 and any other applicable statutory lien, an express contracwal lien on and security interest in all leased minerals in and 
extracted from the leased premises, all proceeds which may accrue to Lessee from the sale of such leased minerals, whether such 
proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the leased premises used in connection with 
the production or processing of such leased minerals in order to secure the payment of all royalties or other amounts due or to become 
clue under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court 
proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon 
the above-described property or from Lessee's acquisition of this lease. hould the Commissioner at any time determine that this 
representation is not true, then the Commissioner may declare this lease forfeited as provided he!'Cin· ,r.~ ... ,..,. ' 
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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 oi l 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 unit izing of the interest of the State under this lease pursuant to Texas Natural Resources Code 52.151-52.153. The owner of the 
soil agrees that the inclusion of this provision in th is lease satisfies the execution requirements stated in Texas Natural Resources Code 
52. 152. 

35. INDEMN ITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all 
and any actions and causes of action of every nature, or other harm, including environmental harm, for which recovery of damages is 
sought, including, but not limited to, all losses and expenses which are caused by the activi ties of Lessee, its oflicers, employees, and 
agents arising out of, incidental to, or resulting from , the opermions 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 lor, exonerate, indemnify, defend and hold 
harmless the State ofTexas and the owner of the soi l, their officers, emplo)ees and agentS. their successors or assigns, against any and 
all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery 
of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, 
including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any 
and all environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the 
leased premises; those arising from Lessee's use of the 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 th is 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 described above. EXCE PT A OTH ERW I E EXPR E LV LIMIT ED II EREI , 
ALL OF T il E I OEM lTV O BLIGAT IO AN D\OR LI ABILJT IE A MED DER T il E T ERM OF T ill 
AG REEME T II ALL ll E WI THO T LI MIT A 0 W ITII O UT IH~GA RD TO THECA E OR CAU E T II EREO F 
(EXC L 01 G PRE-EXI T l G CO OIT IO ), T RI CT LIABI LITY, OR T il E EG LI GE CE O F A Y PA RTY OR 
PART IE (I C LUOING T HE EG LI GE CE OF T il E I OEM IFIED PARTY), WHET II ER C ll EG LIGE CE llE 
OLE, JO I T, 0 C RR E T, ACT I E, OR PA lYE. 

36. ENV IRONMENTA L IIAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to 
prevent contamination or pollution of any environmental medium, including soi l, surface waters, groundwater, sediments, and surface 
or subsurface strata, ambient air or any other environmental medium in, on, or under the leased premises, by any waste, pollutant, or 
contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos containing materials, explosives, toxic 
materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "l lazardous Substance" 
is defined in the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et 
seq.), or toxic substances under any federal , state, or local law or regulation ("Hazardous Materials"), except ordinary products 
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LE EE' VIOLATIO OF THE FO REGO I G PROHllllTIO II ALL CO T IT T E A MATE RI AL llR EACH A 0 
DEFA LT HERE DER 0 LE EE HALL I OEM IFY, HOLD HARMLE A 0 DEFE 0 THE TATE OF 
T EX A 0 Til E OW 'ER OF T il E OIL FRO 1 AI D AG I ' T A Y C LA IM , DAMAGE , J DGME T , 
PE ALTI E , LI AlllLIT IE , A 0 CO T ( I CL OJ G REA 0 BLE ATTOR EY ' FEE A 0 CO RT CO T ) 
CA ED llY OR Rl INC 0 T O F (I) A VIOLATIO O f' T il E FOREGO I G PRO H I BIT IO OR (II) T il E PR E E CE, 
REL EA E, O R OJ PO AL OF ANY HAZAR DOU MATERIAL 0 , U DE R, OR ABO UT T HE LEA ED PREMI E 
DURI G LE EE' OCC UPA C Y OR CO TROL OF T HE LEA ED PR EMISE . U : EE HALL C LEA UP, 
REMOV E, REMEDY AND REPAIR A Y O IL OR GRO NO WAT ER CO TAM I AT ION AND 0 MAGE CA ED llY 
T HE PRE ENC E O R RELEA E OF A Y HAZA RDO MATERI AL IN, 0 , UN DER, O R AllO UT THE LEA ED 
PR EMI E DURI G LE EE' OCCU PA CY OF T il E LEA ED PR EMI E I CONFORMANCE W ITH T il E 
REQU IR EMENT OF APPLICABLE LAW. THI I DEMN IFICATION AND A SUMPT ION II ALL APPLY , BUT I 
NOT LI MITED TO, LIAlliLITY FO R RE PO E ACT ION U DERTAKEN PU R UA T TO CE RC LA OR A Y 
OT II ER E VIRONMENTA L LAW OR REG LATIO . LE EE HALL IMM EDI T ELY GIVE Til E TAT E OF 
T EXA A D T il E OWNER O F T il E O IL WRITT E 'OTICE OF ANY BREACII OR U PECTED BREACII OF TH I 
PARAG RAPH, PO LEARNt G OF T il E PRE ENC E OF AN Y HAZA RDO U MAT ERIALS, OR UPO RECEIVI G 
A OTI C E FROM A Y GOVER MENTAL AGE CY PERTA I I G TO II AZARDO MATERIAL WIIJ CH MAY 
AFFECT THE LEA ED PREMI E . T HE OBLIGATIO OF LE EE II ERE DER II ALL RV I E T il E 
EXPIRAT IOI OR EA RLI ER TERM I AT IO , FOR A Y REA 0 , Of T HI AG REEME T. 

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 will prevail over any nonconforming lease provisions. 

38. EXECUTION. This oi l 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 I he 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. 
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39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of 
record in the office of the County Clerk in any county in which all or any part of the leased premises is located, and certified copies 
thereof must be filed in the General Land Office. This lease is not effective unti l a certified copy of th is 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. I 83. Additionally, th is lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised 
for execution of this lease. The bonus due the State and the prescribed filing fee shall- accompany such certi fied copy to the General 
Land Office. 

40. See attached Exhibit " A" for additional provisions. 

STATE OF TEXAS 

BY~~ 
Ind ividually and as agent for the State of Texas 
T rent A. Baulch, Senior Vice President, 
Managing Director, Minerals Management, 
Bank of Texas, N.A., as Agent for Daniel 
Blinkoff 

DATE: f).- I(; -!(} 

STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT) • • •••••• • 
COUNTY OF MIDLAND 

•• • • • • • • • 
• 

Before me, the undersigned authority, on this day personally appeared C lay Johnson known to me to be the person whose name is subscribed to_ . • 
the foregoing instrument, and acknowledged to me that they executed the same for the purposes and consideration therein expressed. : •. • • 

Given under my hand and seal of office this the \~ day of 1>tc. ' 20 10. 
.. . ' •• 

M. K. BRASUEL 
My Commission Expires 

October 19, 2012 

STATE OF OKLAHOMA 

COUNTY OF TULSA 

(CORPORATE ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this / l.p tfl day of December, 20 I 0, Personally appeared Trent A. Bau lch and Diana Hall 
known to me to be the identical persons who subscribed the name of Ba nk of Texas, N.A., Agent for Daniel Blinkoff, to the foregoing instrument 
as its Senior Vice President and Managing Director, Minera l Management and Assistant Cashier/Secretary, respectively, and acknowledged to 
me that they had willingly made and executed it as their free and voluntary act and deed and as the free and voluntary act and deed of such national 
banking association, as such Successor Trustee and as Agent, fo r the uses and purposes therein expressed. 

WITNESS my hand and official seal the day and year last above written. 
My Commission Expires: 

State of Oklahoma 

• 

Notary Public ' 

AATHEUA BLAlOCK 
TUlSA COUNTY 

COWtssloN 103002082 
Comm. E . 06·02·201 1 
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EXHIBIT "A" 

ATTACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED DECEMBER 13, 2010, BY AND BETWEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, BANK OF TEXAS, N.A., AS AGENT FOR DANIEL BLINKOFF, 
AS LESSOR, AND CLAY JOHNSON, AS LESSEE 

1. If, at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or 
within 180 days prior to the expiration of the primary term Lessee has completed a well as a dry hole or commenced a 
well on the leased premises or lands pooled therewith , or Lessee is then engaged in operations on the leased premises or 
lands pooled therewith, Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary 
term or within 180 days after completion of such well or the cessation of such operations, whichever is the later date; and 
thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration 
units have been drilled, allowing not more than 180 days to elapse between the completion of one well and the 
commencement of the succeeding well. Should Lessee fail to begin the continuous drilling program or subsequently 
default in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, save and 
except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 
100 feet below the base of the deepest penetrated formation. As used in this paragraph: i) the term "commission" means 
the Railroad Commission of the State of Texas or any successor agency, ii) the term "proration unit" means any acreage 
designated as a drilling unit or production unit in accordance with the rules of the commission (or any other governmental 
authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and 
"completion" mean the date the initial potential test report is filed with the commission, if a productive well, or the date the 
plugging report is filed with the commission, if a dry hole, in either event no later than 60 days after the drilling rig has 
been released. Notwithstanding the partial termination of this lease, Lessee shall continue to have the rights~of ingress 
and egress across all of the leased premises to and from lands that remain subject to this lease, dF lands pooled 
therewith, for the purposes described in paragraph 1 hereof, tt>gether *ith easements ~M rrgflts 'of way for roads, 
pipelines, flowlines and other facilities on or across all of the leased premises for the exploration, development, : ••• : . 
production, gathering or transportation of oil, gas and other_ products frQDJ JbELlands sJills.u.bJe.r.Lto.lllis-Jease or lands • • 
pooled therewith . The sole liability or penalty for the failure of Le~seeJo dril l af!Y_y;ell or wells required or permitted by this- f • •• • 
lease shall be the termination or partial termination of Lessee's right~u~~t~e lease BP! provi<:J~b.oxe._ Once.. • 
Continuous Drilling has ceased each proration unit will be treated qS a separate leas_e. •• • . . ' 

• •• 
2. Notwithstanding anything to the contrary contained in Paragraph Three (3) qf, this Le~se, for all purposes this lease •• ~ . : 
shall be a fully Paid-Up Oil & Gas Lease for the first three yecrrs. Delay Rentals have been paid in full with the Bonus u • · 

Consideration tendered herein. Delay Rental payment was based on a $1 .00 per ne1 nitFreraracre per yearfor Two- (2) • 
Years. Concluding a $2.00 per acre Pd-Up Rental Payment was made in advance for tt)e Two (2) Y,.ear Perio<LQJlthe..oet ! ... : 
mineral acres indicated in this Lease. •• •• 

3. PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY. Paragraph 5 (minimum Royalty) and Paragraph 14 
(Shut in Royalty) contains a reference to a computation based upon the delay rental amount specified in Paragraph 3. 
However, notwithstanding anything contained herein to the contrary, the undersigned do hereby recogn ize, acknowledge 
and agree that i) all minimum royalty payments due pursuant to Paragraph 5 shall be calculated on the basis of the delay 
rental amount being one dollar ($1 .00) per acre, and ii) all shut-in royalty payments due pursuant to Paragraph 14 shall be 
calculated on the basis of double the annual rental amount of one dollar ($1 .00) per acre (being two dollars ($2 .00) per 
acre), but not less than $1200.00 a year for each well capable of producing oil and gas in paying quantities. 

4. The rentals for the 1st anniversary date and for the 2"d anniversary date have been pre-paid with the bonus for this 
lease and no additional payments for the 1st anniversary date and for the 2"d anniversary date are due and payable. The 
total payment to the State and to the owner of the soil is $402.00 per acre. The state and the owner of the soil have split 
the total payment of $402.00 per acre equally. 

If delay rentals are paid on or before the 3 rd anniversary date, the total rental paid shall be $57,548 94. 
Said payment will include a pre-payment for the delay rentals for the 4 th anniversary date 
Payments shall be made as follows: To the owner of the soil: $28,774.47 

TotheStateofTexas: $28,774.47 ,.r ~- 'C ., 

~rr~~~ ''lj7J·~a~ns· ~~u. ·< __ _ 
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DocH 88888867149 

ACT OF RELEASE OF OIL, GAS AND MINERAL LEASE(S) 

STATE OF TEXAS 
COUNTY OF CU LB ERSON 

K OW ALL MEN BY THESE PRESENTS THAT: 

The undersigned working interest owner does hereby release, relinquish and surrender all rights, title and 

interest in and to that certain Oil, Gas, and Mineral Lease dated December 13, 2004, by Bank of Texas, N.A ., as 

Agent for Susannah Blinkoff, as Lessor, to Clay Johnson, recorded in Book I 03, Page 678, Entry No. 66321, of the 

Oi l and Gas Records of Culberson County, Texas, covering the following described property to wit: 

C ulberson County: 
Block 54 
Section 4: S/2 
Section 5: 56 acres out of the Southeast part of the E/2 
Section 8: SE/4, E/2 SW/4, SE/4 NW/4, S/2 NE/4 & NE/4 NE/4 
Section I 0: S/2 
Section 15: S/2 & SE/4 NE/4 
Section 16: All 
Sw ion 17: All 
Section 18: S/2 
Containing 3,059.08 acre , more or less. 

The undersigned working interest owner does hereby release, relinquish and surrender all rights, tit le and 

interest in and to that certain Corrected Oil, Gas, and Mineral Lease dated December 13, 20 I 0, by Bank of Texas, 

N.A., as Agent for Susannah Blinkoff, as Lessor, to Clay Johnson, recorded in Book I 04, Page 4 16, Entry No. 

66569, of the Oil and Gas Records of Culberson County, Texas, covering the following described property to wit: 

20 11 . 

Culberson County: 
Block 54 
Section 4: S/2 
Section 5: 56 acres out ofthe Southeast part of the E/2 
Section 8: SE/4, E/2 SW/4, SE/4 NW/4, S/2 E/4 & E/4 NE/4 
Section I 0: S/2 
Section 15: S/2 & SE/4 NE/4 
Section 16: All 
Section 17: All 
Section 18: S/2 
Containin g 3,059.08 acres, more or le 

IN WITNESS WHEREOF, this Release is executed this /0 day of 'JL:--'"'"-\,"'-j-'£....,~""+-------

BY~~ 
ACKNOWLEDGMENT 

STATE OF TEXAS0\ ~,J \ ! 
COUNTY OF 1-D I (l\ J ~(\~ 

On this Jfi_ day of 20 I I, before me appeared Clay Johnson, known to me to be the person 
whose name is subscribed to the foregoi g instrument, and acknowledged to me that he executed the same as his free 
act and deed and for the purposes and consideration therein expressed. 

G;ven "nder my hand and seal of offieoth;s J1 day o~!O II. - ~ 
:111_. ':i £ C[VJ 111.f:-

NOTARY PU BLIC 
~-~·········· ········· ···· .......... 

3 ~~~~v~P~~~ M. K. BRASUEL 
My Commission Expires 

October 19, 2012 

My Commission Expires: ____ _ 
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Filed & Recorded in 
Official Public Records of 
County and District Clerk 
Linda "cDonald 
Fees 19.09 

State of Texas 
County of Culberson 

I hereby certify th1s 1nstrwaent was FILED on 
the date and at the tiae staaped e on by ae 
and ~y RECORDED in the VOL and 
Page of the · ecords of 
~lberson unty, Texas on:Q\ \ ' S 
11U!JUJ\- 4. #Ot \ -
~~~· \.AAAM 
By Deputy 
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~2011) Beverly Boyd' - RE: 

From: 
To: 
CC: 
Date: 
Subject: 

Hi Beverly, 

"M. Patrick Reesby" <Patrick@ROEnergy.com> 
'"Beverly Boyd'" <Beverly.Boyd@GLO.STATE.TX.US> 
<glen@roenergy.com> 
6/21 /2011 2:08PM 
RE: 

That lease had some errors in it and then it was corrected , improperly. In 
order to avoid more confusion, Clay Johnson is in the process of getting a 
new lease for this and is going to release the original lease & correction 
that had errors. Once the new lease is recorded , I was going to do an 
amendment to the assignment you just received to include the new Blinkoff 
lease. I will send you the amended assignment as well. 

Please let me know if this will be ok. 

Thanks 

M. Patrick Reesby, RPL 
Patrick@ROEnergy .com 
Office:(318)861-4110 
Fax: (318)861-4119 
Cell:(225)229-3379 
VVVVW.ROENERGY.COM 

-----Original Message-----
From: Beverly Boyd [mai lto:Beverly.Boyd@GLO.STATE.TX.USJ 
Sent: Tuesday, June 21 , 2011 1:27 PM 
To: Patrick@ROEnergy.com 
Subject: Fwd: 

Please see attached PDF, this undivided interest lease is not in the Clay 
Johnson to Petrohawk assignment. Do you want to file an amendment and 
include this lease? 

Please let me know. 
Beverly Boyd 
Energy Resources 
Mineral Leasing 
Texas General Land Office 
51 2-463-6521 
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General Lnnd Onice 
Relinquishment i\ct Lease Fonn 
Revised, September 1997 

OIL A D GA LEA E 

Ti llS AGREEME Tis made and entered into this 13th day of December. 2004. between the State of Texas, acting by and 
through its agent, IJanl< ofTcxns, N.A., as Agent for usn nu nh IJiinkoff 
_________ of P.O. Box 1588 Tulsa Oklahoma 74101 
_____________________________________________________________________________________ said agent 

(Give Permanent Address) 
herein referred to as the owner of the soil (whether one or more), and -:C~L::-A;-;Y~J~O;c:H':T-'N~O~N'-'-:::=---------------------------
______________________ of ___ ~20~3~W~.7W~a~I~I~S~u~it~e~2~02~-------------

M id land Texas 7970 I 
(Give Permanent Address) 

hereinafter called Lessee. 

I . GRANTING CLAUSE For and in consideration of the amoums 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 l, hereby 
g rants, 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, te lephone lines and other Structures thereon, to produce, save, take care 
of, treat and transport said products of the lease, the following lands siiUated in Culberson County, tate of Texas, to-wit: 

Block 54, Public choo l La nd urvcy 
cct ion 4: /2 
cction 5: 56 acres out of the outhcas t part of the E/2 
ection 8: E/4, E/2 W/4, E/4 NW/4, S/2 NE/4 & NE/4 NE/4 
ection 10: /2 
cction 15: /2 & E/4 E/4 
ection 16: All 
ect ion 17: All 
cction 18: /2 

Containing 3.059.08 acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Thirty-eight Thousand Four ll undred Twenty-nine and 701100---
Dollars ($ 38 429.70 ) 

To the owner of the soil: Thirty-eight Thousand Four llundred Twenty-nine and 70/ 100---
Dollars ($ 38,429.70 ) 

Total bonus consideration: Sevenry-six Thousand Eight Hundred Fifty-nine and 40/ I 00-------------
Dollars ($ 76,859.40 ) 

The total bonus cons ideration paid represents a bonus of Four Hundred Two and 'No/1 00----------------
Dollars ($....;4~0!.:2"-l.O!.l<O"---_-J) per acre, on 19 1.1925 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Five (5) years from this date 
(herein called primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. 
As used in this lease, the term "produced in paying quantities" means that the rece ipts 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. 1 f no well is commenced on the leased premises on or before one ( 1) year from this date, this 
lease shall terminate, unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the 

------------------------------------~--------~~~~~--~-----Bank,at~------~--~~----~~-
----......,.~--=,..--..,....,..-,---:-:._,..----------~· or its successors (which shall continue as the depository regardless of changes in the 
ownership of said land), the amount specified below; in addition, Lessee shall pay or tender to the COMM ISS IONER OF T il E 
GENERAL LAND OFFICE OF T HE 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 ( I) year from 
said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Dollars ($ ) 

To the State of Texas: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Dollars ($ ) 

Total Rental: see Paragraphs 2 and 4 of the attached Exhibit "A" for amended Delay Rental Provision 
Dollars($ ) ' 

IF IT E:£A, \S 

Ar. ::~· -~--~---'--""'-· - -.--
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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 ( I) year each during the primary term. Al l 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 fa ilure to make such payments or tenders of rental unt il 
th irty (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. PRODUCTIO ROYALTIES Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-
half ( In) 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 onc-half(l/2) of such royalty to the owner of the so il: 

(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 oi l or gas run through a separator or 
other equipment, as hereinafter provided, shall be 114th part of the gross production or the market value thereof, 
at the option of the owner of the soil or the Commissioner of the General Land Office, such value to be determined by I) the highest 
posted price, plus premium, if any, offered or paid for oil, condensate, distil late, or other liquid hydrocarbons, respect ively, 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 so ld, 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 wi ll 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 condit ions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared 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 

!/4th 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 Boy le'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 indusrry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline pla"nt or other plant for the recovery of gasoline or 
other liquid hydrocarbons shall be 114th part of the residue gas and the liquid hydrocarbons extracted or the 
market value thereof, at the option of the owner of the soi l or the Commissioner of the General Land Office. All royalties due herein 
shall be based on one hundred percent ( I 00%) 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 arc recovered from gas processed 
in a plant in which Lessee (or its parent, subsidiary or affi liate) owns an interest, then the percentage applicable to liquid hydrocarbons 
shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing 
agreements or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons 
shall be determined by I) the highest market price paid or offered for any gas (or liqvid 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), wh ichever is the greater. In no event, however, shall the royalties payable under this paragraph be less 
than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, su lphur or any other products produced or manufactured from gas 
(except ing liquid hydrocarbons) whether said gas be casinghead, "dry," or any other gas, by fractionating. burning or any other 
processing shall be l/4th part of the gross production of such products, or the market value thereof, at the option 
of the owner of the soil or the Commissioner of the General Land Office, such market value to be determined as follows: I) 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 sa le price of each product for the same month in which such products arc 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 even t 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 docs not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($ 1.00) per acre. 

6. ROYALTY IN KIND. Notwithstanding any other provision in this lease, at any time or from time to time, the 
owner of the soil or the Commissioner of the General Land Office may, at the option of ei ther, 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 
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negate the owner of the soil's or the Commissioner of the General Land Office's rights or Lessee's obligations, whether express or 
implied, under this lease. 

7. 0 DEDUCTIO S. 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 oi l, gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay 
royalties on the gross value received, including any reimbursements for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's 
proportionate share of any fuel used to process gas produced hereunder in any processing plant. Notwithstanding any other provision 
of this lease, and subject to the written consent of the owner of the soil and the Commissioner of the General Land Office, Lessee may 
recycle gas for gas lift purposes on the leased premises or for injection into any oil or gas producing formation underlying the leased 
premises after the 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. ROY 1\L TY PAYMENTS AND REPORTS. All royalt ies not taken in kind shall be paid to the Comm issioner of the 
General Land Office at Austin, Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently 
provide that royalty on oil is due and must be received in the General Land Office on or before the 5th day of the second month 
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 
oi l 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 authori ty 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 (?Cnalty 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 12v. per year, such interest will begin accruing 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 penalt) shall in no way operate 
to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The 
above penalty provisions shall not apply in cases of title dispute as to the State's port ion of the royalty or to that portion of the royalty 
in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the 
General Land Office with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall 
furnish said Commissioner with copies of all contracts under 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 amendmen ts. Such 
contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Office unless 
otherwise authorized by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing of the 
oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells, tanks, pools, meters, and 
pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the Attorney 
General, the Governor, or the representative of any of them. 

(B) PERM ITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the 
Commissioner of the General Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary 
abandonment or plug and abandonment of any well or wells. Such written notice to the General Land Office shall include copies of 
Railroad Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to 
the General Land Office at the time they arc filed with the Texas Railroad Commission. All applications, permits, reports or other 
filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or 
any other governmental agency shall include the word " tate" in the title. 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 suppl) the General Land Office with any records, memoranda, accounts, reports, 
cuttings and cores, or other infom1ation relative to the operation of the above described premises, '' hich 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 sec1ion, from the base of the surface casing lo 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) PE A L Tl ES. Lessee shall incur a penalty whenever reporls, documents or other ma1erials 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 
effec1ive on the date when the materials were due in the General Land Office. · 
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I I. 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 operat ions 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 wtthm 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 withou t further operations unt il the expi ration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting additional drilling 
or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production 
under Paragraph 13. Should the fi rst well or any subsequent well drilled on the above described land be completed as a shut-in oil or 
gas well within the primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or 
before the rental paying date following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and 
upon the failure to make such payment, this lease shal l ipso facto terminate. If at the expiration of the primary term or any time 
thereafter a shut-in oil or gas well is located on the leased premises, payments may be made in accordance with the shut-in provisions 
hereof. 

12. DRILLING AND REWO RKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary 
term , neither oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this 
lease shall remain in force so long as operations on said well or for drilling or reworking of any addi tional well are prosecuted in good 
faith and in workman like manner without interruptions totaling more than sixty (60) days during any one such operation, and if they 
result in the production of oil and/or gas, so long thereafter as oi l and/or gas is produced in paying quantit ies from said land, or 
payment of shut-in oil or gas well royalties or compensat01y royalties is made as provided in this lease. 

13. CESSATIO , DRILL! G, A D 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 
additiona l drill ing or reworking operations within sixty (60) days after such cessation, and this lease shall remain in full force and 
effect fo r so long as such operations continue in good fai th 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 law. If the drilling or reworking operations result in 
the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking operations 
within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee continues 
drilling or reworking operations in good faith and in a workmanlike manner without interruptions total ing more than sixty (60) days. 
Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well 
number by the state agency having jurisd iction 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 oi l or gas in paying 
quantities is located on the leased premises, but oil or gas is not being produced for lack of suitable production facil ities or lack of a 
suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to double the annual rental provided in the lease, 
but not less than $1,200 a year for each well capable of producing oil or gas in paying quantities. If Paragraph 3 of this lease does not 
specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar($ 1.00) per acre. To 
be effective, each initial shut-in oil or gas royalty must be paid on or before: (I) the expiration of the prima1y term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking 
operation in accordance wi th the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the 
Commissioner of the General Land Office and one-half ( 1/2) to the owner of the soil. If the shu t-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 facil ities or suitable market for the oil or gas ex ists, Lessee may extend the lease for four more successive periods of one 
( I) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COM PE SA TORY ROYAL TI ES. If, during the period the lease is kept in effect by payment of the shut-in oil or 
gas royalty, oil or gas is sold and delivered in paying quantities from a we ll located within one thousand (I ,000) feet of the leased 
premises and completed in the same producing reservoir, or in any case in which drainage is occurring, the right to continue to 
maintain the lease by paying the shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remainder of the year 
for which the royalty has been paid. The Lessee may maintain the lease for four more successive years by Lessee paying 
compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing the drainage or 
which is completed in the same producing reservoir and within one thousand (I ,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 
soil, beginning on or before the last day of the month following the month in which the oi l 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 ofthe leased premises. 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall 
pay an amount equal to the difference with in 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 obl igation to drill offset wells as provided in Texas atu ral 
Resources Code 52. 173; however, at the determination of the Commissioner, and wi th the Commissioner's written approval, the 
payment of compensatory royalties can satisfy the obligation to drill offset wells. • •• ·:· : ·:: ·:: ·r 
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16. RETAIN ED ACREAG E. 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 (I) 40 acres surrounding each oil well capable of 
producing in paying quantities and 320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in 
oil or gas well as provided in Paragraph 14 hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking 
operations, or (2) the number of acres included in a producing pooled unit pursuant to Texas arural Resources Code 52. 151-52. 153 , 
or (3) such greater or lesser number of acres as may then be allocated for production purposes to a proration unit for each such 
producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency. or other governmental 
authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the applicable field 
rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to sa id 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 th is lease for all purposes described in 
Paragraph I hereof, together with easements and right-of-ways for existing roads, existing pipelines and other existing facilities on, 
over and across all the lands described in Paragraph I 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) II ORJZONTAL. 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 term inate as to all depths below I 00 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 I 
hereof). If such amount is paid, this lease shall be in force and effect as to such deeper depths, and sa id 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 FILl G. The surface acreage retained hereunder as to each well shall, as nearly as 
practical, be in the forn1 of a square with the well located in the center thereof, or such other shape as may be approved by the 
Commissioner of the General Land Office. Within thirty (30) days after partial termination of this lease as provided herein, Lessee 
shall execute and record a release or releases containing a satisfactory lega l descript ion of the acreage and/or depths not retained 
hereunder. The recorded release, or a certified copy of same, shall be filed in the General Land Office, accompanied by the filing fee 
prescribed by the General Land Office rules in effect on the date the release is filed. 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 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 justi fy and shall use appropriate means and drill 
to a depth necessary to prevent undue drainage of oil and gas from the leased premises. In addi tion, if oil and/or gas shou ld be 
produced in commercial quantities within I ,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 I 00 days after the draining well or wells or the well or wells completed 
within I ,000 feet of the leased premises start producing in commercial quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner. of the soil's agency rights to forfeiture. On ly 
upon the determination of the Commiss ioner of the General Land Office and wi th his wrillen 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 obligat ion to comply with such covenant shall be suspended and Lessee shall not be liable for damages 
for failure to comply with such covenants; additionally, this lease shall be extended while Lessee is prevented, by any such cause, 
from conducting drilling and reworking operations or from producing oil or gas from the leased premises. However, nothing in this 
paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term in the absence of 
such drilling or reworking operations or production of oi l 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 soi l 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 soil. 
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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 (II 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. I 51-52.154, 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 01is lease. 

2 I. USE OF WATER. Lessee shall have the right to usc water produced on said land necessary for operations under 
this lease except water from wells or tanks of the owner of the soi l; provided, however, Lessee shall not use potable water or water 
su itable for livestock or irrigation purposes for waternood operations without the prior consent of the owner of the soil. 

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

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

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

. ... # 
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(B) ASSIGNME T LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soi l 
acquires this lease in whole or in part by assignment without the prior written approval of the Commissioner of the Genera l Land 
Office, this lease is void as of the time of assignment and the agency power of the owner may be forfei ted by the Commissioner. An 
assignment will be treated as if it were made to the owner of the soil if the assignee is: 

( I) a nominee of the owner ofthc soil; 
(2) a corporation or subsidiary in wh ich 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 principa l stockholder or employee of the corporation which is the O\vner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soi l; 
(6) a fiduciary for the owner of the soi l; including but not lim ited to a guardian, trustee, executor, administrator, 
receiver, or conservator for the owner of the soil ; or 
(7) a fami ly 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 prem iscs, 
and thereby surrender this lease as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered . 
If any part of this lease is properly surrendered, the delay rental due under this lease shall be reduced by the proportion that the 
surrendered acreage bears to the acreage wh ich was covered by this lease immediately prior to such surrender; however, such release 
wil l not relieve Lessee of any liabilities which may have accrued under this lease prior to the su rrender of such acreage. 

29. FILI NG OF ASSIGNMENTS AND RELEASE . If all or any part of this lease is assigned or released, such 
assignment or release must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded 
instrument cert ified by the County Clerk of the county in wh ich 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 forfeitu re 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 prem ises which are not contained in 
this lease render this lease invalid. 

31. FIDUC IARY DUTY. The owner of the soil owes the tate a fiduciary duty and must fully disclose any facts 
affecting the tate's interest in the leased premises. When the interests of the owner of the soi l connict with those of the State, the 
owner of the soil is obligated to put the State's interests before his personal interests. 

32. FORFEITURE. If Lessee shall fai l or refuse to make the payment of any sum within thirty days after it becomes 
due, or if Lessee or an authorized agent should know ingly make any fal se 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 regu lations 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 Rai lroad Comm ission, 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 correct information to the proper authority, or knowingly fai l 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 th is 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 herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitat ion arising 
hereunder. Forfeitures may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon 
satisfactory ev idence to the Commissioner of the General Land Office of future compliance with the provisions of the law and of this 
lease and the rules and regulations that may be adopted relative hereto. 

33. LI EN. In accordance with Texas Natural Resources Code 52. 136, the State shall have a first lien upon all oi l 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 app licable statutory lien, an express contractual lien on and security interest in all leased minerals in and 
extracted from the leased prem ises, 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 pany, and all fi xtures on and improvements to the leased premises used in connection with 
the production or process ing of such leased minerals in order to secure the payment of all roya lties or other amounts due or to become 
due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of any 
covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court 
proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or 
perfect this lien. Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activi ties upon 
the above-described property or from Lessee's acquisition or this lease. hould the Commissioner at any time determine that this 
representation is not true, then the Commissioner may declare this lease forfeited as provided herein. 

• ••• 
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34. POOLI G. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under 
th is 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 uni tizing of the interest of the State under this lease pursuant to Texas Natural Resources Code 52. 151 -52.153. The owner of the 
soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas atural Resources Code 
52.152. 

35. I DEMN ITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, 
employees, partners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all 
and any actions and causes of action of every nature, or other harm, including environmental harm, for which recovery of damages is 
sought, including, but not limited to, all losses and expenses wh ich are caused by the act ivities of Lessee, its officers, employees, and 
agents arisi ng out of, inc identa l 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. Funher, Lessee hereby agrees to be liable for, exonerate, indemnify, defend and hold 
harmless the State ofTexas and the owner of the soil, their officers, employees and agents, thei r successors or assigns, against any and 
all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery 
of damages is sought, under any theory including tort, contract, or strict liability, including altorneys' fees and other legal expenses, 
including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any 
and all environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the 
leased premises; those arising from Lessee's use of the 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, panners, 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 tate of Texas 
and the owner of the soi l, 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 A OT HERWI E EXPRE LV LIMIT ED HERE! , 
ALL OF TH E I OEM tTY OBLIGATIO A D\OR LIAB ILIT IE A UMED DER TH E T ERM OF TH I 
AGREE ME T HALL BE WITHO T LIMIT A D WITHO UT REGARD TO TH E CA E OR CA E TH EREOF 
(EXC LUDI G PR E-EXI TING CO DIT ION ), TRI CT LIAlllLITY, OR T HE NEG LIG E C E OF ANY PARTY OR 
PARTIE (INC LUD ING THE NEGL IGENC E OF THE I OEM IFIED PARTY), WH ET HER SUCII NEG LI GE CE BE 

OLE, JO INT, CO C RR ENT, ACT IVE, OR PA IVE. 

36. ENV IRONMENTAL II AZARDS. Lessee shall usc 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 an) waste, pollutant, or 
contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos containing matenals, explosives, toxic 
materials, or substances regulated as hazardous wastes, hazardous materia ls, hazardous substances (as the term "llazardous ubstance" 
is defined in the Comprehensive Environmental Response, Compensation and Liabil ity Act (CERCLA), 42 U.S.C. Sections 960 I, ct 
seq.), or toxic substances under any federal , state, or local law or regulation ("Hazardous Materials"), except ordinary products 
commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LE EE' VIOLATION OF T HE FOREGOI G PROHIIJIT ION HALL CON TITUT E A MATE RIAL IJR EAC H A 10 
DEFAULT HEREUNDE R A 0 LE EE II ALL INDEMNIFY, II OLD HARMLE A D DEFE ND T il E TATE O F 
T EXA A D THE OW ER OF Til E OIL FROM A D AGAIN T ANY C LA IM , DAMAGE , J DGME T , 
P E ALTIE , LIAIJILITI E , A D CO T ( I C LUDI NG REA ONABLE ATTOR EY ' FEE A D CO RT CO T ) 
CA ED BY OR AR I INC OUT OF (I) A VIOLATIO OF TH E FOREGOI G PROHIBIT IO OR (II) TH E PRE E CE, 
RELEA E, OR Dl PO AL OF ANY HAZARDO U MAT ER IAL 0 , UN DER, OR ABO UT TH E LEA EO PR EMl E 
D Rl G LE EE' OCC PA C Y OR CO TROL OF TH E LEA ED PREMI E . LE EE II ALL C LEAN P, 
REMO E, REMEDY A D REPAIR A Y O IL OR GRO 0 W T ER CO TAMI ATIO A 0 DAMAGE C ED BY 
TH E PRE ENCE OR RELEA E O F A Y HA ZARDO MATERIAL I , 0 , DER, OR Al30 T T il E LEA ED 
PREM I E OURI G LE EE'S OC UPA CY OF T HE LEA EO PR EMI E I CO FORMA CE WITH TH E 
REQUIREMENT OF APPLI CABLE LAW. TH I I OEMNIFI ATIO A 0 A MPT IO HALL APPLY, BUT I 
NOT LI MIT ED TO, LIAB ILI TY FOR RE PO E ACTIO OERTAK E PUR ANT TO CERC LA OR A Y 
OTHER E VIRO ME TAL LAW OR REG LATIO . LE EE HALL IMM EDIATELY Gl E Til E TATE OF 
T EXA AND THE OW ER OF T HE O IL WR ITT EN NOTIC E OF ANY BREAC H OR PECTEO BREACH OF THI 
PARAGRAPH, PO LEARNt G OF T il E PR E Et CE OF ANY HAZAROO 1ATERIAL , OR UPON RECEIVI NG 
A OTICE FROM A Y GOVER ME TAL AGE CY PERTAINI G TO HAZA ROO MATERIAL WHIC H MAY 
AFFECT TH E LEA EO PR EMT E TH E OBLIGATIO OF LE EE II ERE DER HALL R I E T il E 
EXP IRAT ION OR EARLIER TERM I AT IO , FOR ANY REA ON, OFTH I AGRE EME T. 

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 docs not conform to these statutes, the statutes will prevail over any nonconform ing lease provisions. 

38. EXECUTIO . This oi l and gas lease must be signed and acknowledged b) the Lessee before it is filed of record in 
the county records and in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this 
lease have been satisfied, the effective date of this lease shall be the date found on Page I. 
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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 Clerk in any county in which all or any part of the leased premises is located, and certified copies 
thereof must be filed in the General Land Office. This lease is not effective until a certified copy of this lease (which is made and 
certified by the County Clerk from his records) is filed in the General Lan~ O~ce in accordance with Tex~s Na~ral R~sources C_ode 
52. 183 . Additionally, this lease shall not be binding upon the State unless 1t rec1tes the. actual and true cons1derat10n pa1d or prom1sed 
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. 

40. See attached Exhibit "A" for additional provisions. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

STA~EXAS 

BY: /Ard~ 
Individually and as agent for the State of Texas 
T rent A. Baulch, Senior Vice President, 
Managing Director , Minerals Management, 
Bank of Texas, N.A., as Agent for Susannah 
Blinkoff 

DATE: IJ- !&iO 

(INDIVIDUAL ACKNOWLEDGMENT) 

Before me, the undersigned authority, on this day personally appeared Clav Johnson known to me to be the person whose name is subscribed to 
the foregoing instrument, and acknowledged to me that they executed the same for the purposes and consideration therein expressed. 

Given under my hand and seal of office this the {6 day of ~ , 2010. 

UOl '6 ~ JaqoP() 
S9J!dx3 UO!SS!WWO:) AVoj 

13nSVl:lS ">I "v-l 

STATE OF OKLAHOMA 

COUNTY OF TULSA 

(CORPORATE AC KNOWLEDGMENT) 

Before me, the undersigned authority, on this / {p t;/1 day of December , 2010, Personally appeared Trent A. Baulch a nd Diana Hall 
known to me to be the identical persons who subscribed the name of Ba nk of Texas, .A., Agent for Susannah Blinkoff, to the foregoing 
instrument as its Senior Vice President and Managing Director, Mineral Management apd Ass istant Cashier/Secretary, respectively, and 
acknowledged to me that they had willingly made and executed it as their free and voluntary act and deed and as the free and voluntary act and deed 
of such national banking association, as such Successor Trustee and as Agent, fo r the uses and purposes therein expressed. 

WITNESS my hand and official seal the day and year last above written. 
My Commission 

Notary Public 
State ot Oklahoma 

AATHEUA BLALOCK 
TUtsA COUHrY 

COMMISSION~ 
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' . 
EXHIBIT "A" 

ATIACHED TO AND MADE PART OF THAT CERTAIN OIL AND GAS LEASE 
DATED DECEMBER 13, 2010, BY AND BE1WEEN THE STATE OF TEXAS, ACTING BY AND 

THROUGH ITS AGENT, BANK OF TEXAS, N.A., AGENT FOR SUSANNAH BLINKOFF AS LESSOR, AND 
CLAY JOHNSON, AS LESSEE 

1. If, at the expiration of the primary term, this lease is being maintained in force under any provision of the lease, or 
within 180 days prior to the expiration of the primary term Lessee has completed a well as a dry hole or commenced a 
well on the leased premises or lands pooled therewith, or Lessee is then engaged in operations on the leased premises or 
lands pooled therewith , Lessee agrees to begin a continuous drilling program within 180 days after the end of the primary 
term or within 180 days after completion of such well or the cessation of such operations, whichever is the later date; and 
thereafter to carry on the continuous drilling program on the leased premises or lands pooled therewith until all proration 
units have been drilled, allowing not more than 180 days to elapse betw~en the completion of one well and the 
commencement of the succeeding well . Should Lessee fail to begin the continuous drilling program or subsequently 
default in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, save and 
except for the proration unit surrounding each well then producing, capable of producing or upon which operations are 
being conducted, limited, respectively, to those depths from the surface down to the stratigraphic equivalent of the depth 
100 feet below the base of the deepest penetrated formation . As used in this paragraph: i) the term "commission" means 
the Railroad Commission of the State of Texas or any successor agency, ii) the term "proration unit" means any acreage 
designated as a drilling unit or production unit in accordance with the ru les of the commission (or any other governmental 
authority having jurisdiction) or any unit formed by pooling as provided in this lease or otherwise, iii) the terms 
"commenced" and "commencement" mean the date when a well is spudded, and iv) the terms "completed" and 
"completion" mean the date the initial potential test report is filed with the commission, if a productive well, or the date the 
plugging report is filed with the commission , if a dry hole, in either event no later than 60 days after the drilling rig has 
been released. Notwithstanding the partial termination of this lease, Lessee shall continue to have the rights of ingress 
and egress across all of the leased premises to and from lands that remain subject to this lease, or lands pooled 
therewith, for the purposes described in paragraph 1 hereof, together with easements and rights of way for roads, 
pipelines, flowlines and other facilities on or across all of the leased premises for the exploration, development, 
production, gathering or transportation of oil, gas and other products from the lands still subject to this lease or lands 
pooled therewith. The sole liability or penalty for the failure of Lessee to drill any well or wells required or permitted by this 
lease shall be the termination or partial termination of Lessee's rights under the lease as provided above. Once 
Continuous Drilling has ceased each proration unit will be treated as a separate lease. 

2. Notwithstanding anything to the contrary contained in Paragraph Three (3) of this Lease, for all purposes this lease 
shall be a fully Paid-Up Oil & Gas Lease for the first three years. Delay Rentals have been paid in full with the Bonus 
Consideration tendered herein. Delay Rental payment was based on a $1.00 per net mineral acre per year for Two (2) 
Years. Concluding a $2.00 per acre Pd-Up Rental Payment was made in advance for the Two (2) Year Period on the net 
mineral acres indicated in this Lease. 

3. PAYMENTS OF MINIMUM ROYALTY AND SHUT-IN ROYALTY. Paragraph 5 (minimum Royalty) and Paragraph 14 
(Shut in Royalty) contains a reference to a computation based upon the delay rental amount specified in Paragraph 3. 
However, notwithstanding anything contained herein to the contrary, the undersigned do hereby recognize, acknowledge 
and agree that i) all minimum royalty payments due pursuant to Paragraph 5 shall be calculated on the basis of the delay 
rental amount being one dollar ($1 .00) per acre, and ii) all shut-in royalty payments due pursuant to Paragraph 14 shall be 
calculated on the basis of double the annual rental amount of one dollar ($1.00) per acre (being two dollars ($2.00) per 
acre}, but not less than $1200.00 a year for each well capable of producing oil and gas in paying quantities. 

4. The rentals for the 151 anniversary date and for the 2"d anniversary date have been pre-paid with the bonus for th is 
lease and no additional payments for the 151 anniversary date and for the 2"d anniversary date are due and payable. The 
total payment to the State and to the owner of the soil is $402.00 per acre. The state and the owner of the soil have split 
the total payment of $402.00 per acre equally. · 

If delay rentals are paid on or before the 3 rd anniversary date, the total rental paid shall be $57,548.94. 
Said payment will include a pre-payment for the delay rentals for the 41

h anniversary date. 
Payments shall be made as follows: To the owner of the soil : $28,774.47 

To the State of Texas: $28,774.47 
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THE STATE OF TEXAS 

COUNTY OF CULBERSON I, Linda McDonald, Cleric of tho County Court in and 

for said County ~ State, d~by CfWA'. that tho fore~g ia a true and \Cr 

.corr~ct copy of 1.l\ \ §: L]QS ~ dated..b)tti\'t\00 ..W 

'2.QJ_Dr.ted ,(or record in my office this 20m day q:tii~ ·~ r 
2.0\ C) at U · 0 ~ A .M, under Clerk's Fllo No.~- _ _ _ to be 

recorded in the ()\ \ a \J,(lS Records of Culberson County, 

Texas. ~ 

TO c::IFYWHICH. Witness my handtiOr() at Van Hom this ? D 
day of ~ ~ ~SS\'J)ft . , 

hi.\ 1J f"' {\ Lu IV\ LINDA McDONALD. COUNTY CLERK 
By'lANUJ... l' . lvv Deputy CULBERSON COUNTY, TEXAS 

••• ••• • •• • • • • • • • ••• • • • • • • • •• • • • • • • • • • • • • • • • • • • • ••• • • • • • • 
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T EXAS 

December 21, 20 11 

Micah Strother 
Petrohawk Energy Corporation 
333 Texas St, Su ite 400 
Shreveport, LA 71 1 0 1 

Re: State Lease MF 111994 

Dear Mr. Strother: 

ERAL LA OFF I CE 
JERRY PATTERSON, COMMISSIONER 

Six RAL Leases dated December 13, 2010 covering part or all of 
Sec 4, 5, 8, 10, 18, 16, 17, 18, Blk 54, PSL Survey, Culberson 
Co , TX, as further described on page 2 of this Jetter 

The certified copies of the Relinquishment Act leases covering the above referenced tracts have been 
approved and filed in our records under the state lease numbers set out on page 2 hereof. Please refer to 
these numbers when making rental, shut-in or any other payments to the State and in all future 
correspondence concerning the leases. Failure to include the mineral me number may delay processing 
of a ny payments towards the leases. 

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
leases as outlined in the agreement such as Section 1 O(B) which requires submission of written notice for all 
drilling, production and related activities. When forms are filed with the Texas Railroad Commission, they 
are required to be submitted to the General Land Office as well. Examples are W-1 , Appl ication to Drill; W-
2, Oil We11 Completion Report and Log; G-1 , Gas Well Completion Report and Log; W-3, Plugging Report; 
G-5, Gas Well Classification Report.; G-10, Gas We11 Status Report; W-10, Oil Wel1 Status Report; W-12, 
Inclination Report; electric logs; directional surveys. 

A portion of the $3,044,924.88 remittance ofGre11a Oil & Gas LLC has been applied to the State's portion of 
the cash bonuses (total $614,875.12) as set out on page 2 hereof. Part of the remittance of Clay Johnson of 
$600.00 has been applied to the filing fees ($150.00) for these leases. We have no record of having received 
the $ 100.00 processing fee for these leases. Please remit that $100.00 as soon as possible. 

Sincerely yours, 

::?h.' ~~(\ 
Minerals Leasing 
Energy Resources 
(512) 475-1534 
drew.reid@glo.texas.gov 

xc: M.Patrick Reesby, R&O Energy, LLC, 3003 Knight St, Ste 220, Shreveport LA 7 11 OS 

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

Post Office Box 12873 • Austin, Texas 78711-2873 

512-463-5001 · 800-998-4GLO 

... vv,rw.glo.srare. rx. us 



Micah Strother 
Petrohawk Energy Corporation 
December 21, 20 11 
Page 2 

State Lease MF111994A 

State Lease MF111994B 

State Lease MF111994C 

State Lease MF111994D 

State Lease MF111994E 

State Lease MF111994F 

Josephine Renzulli Trust #2 u/w/o M.A. Grisham, agent for 
State of Texas, Lessor 
Fi le stamp 66329, bonus received $230,578.16 

Josephine Renzulli Trust # I ulw/o Josephine R. Grisham, agent 
for State of Texas, Lessor 
File stamp 66325, bonus received $230,578.16 

Carol Hall B. Majzlin Trust# I u/w/o Josephine R. Grisham, 
agent for State of Texas, Lessor 
File Stamp 66333, bonus received $38,429.70 

Susannah Blinkoff, agent for State of Texas, Lessor 
File stamp 67148 (replacement for lease at file stamp 66321) 
bonus received of$38 429.70 

Carol Hall B Majzlin Trust #2 ulw/o M.A. Grisham, agent 
For State of Texas, Lessor 
File stamp 6631 7, bonus received $38,429.70 

Daniel Blinkoff, agent for State of Texas, Lessor 
File stamp 663 I 0, bonus received $38,429.70 



File No __ l_l___:_l 9_01_L_I ____ _ 

DateFilcd: tZ/2.,;,, 
JeiT) F Patterson, Commissioner 

B) &H 



TEX/\S 

December 18, 2013 

Brenda Guzman 
BHP Billiton 
P.O. Box 227 19 
Houston, TX 77227 

RE: State Lease MF111992 

Certified Mail: #7011 11 500001241 63496 

RAL Lease dated December 13, 2010, Primary Term: 5 years I 5 052.60 acres 
Culberson County, Texas. Block 54, Public School Land Survey, Section 19: All, less 20 
acres out of the SWI4, Sections 20, 21, 22, 27, 28, and 29: All, and Section 30: All, less 
40 acres out of the Wl4. 

tate Lease MF111993 
R.Al. Lease dated December 13,2010, Primary Term: 5 years I 5,116.30 acres 
Culberson County, Texas. Block 54, Public School Land Survey, Sections 31, 32, 33, 34, 
39, 40, 41 , and 42: All 

tat Lease :\1F11199.t 
RAL Lease dated December 13, 2010, Primary Term: 5 years I 3,059.08 acres 
Culberson County, Texas. Block 54, Public School Land Survey, Section 4: Sl2, Section 
5: 56 acres out of the outheast part of the E12, Section 8: SEI4, E12 SW 14, SEI4 W 14, 
Sl2 NEI4, and El4 NEI4, Section 10: Sl2, Section 15: Sl2 and SEI4 E/4, ection 16: 
All, Section 17: All, Section 18: Sl2. 

State Lease MF111995 
RAL Lease dated December 13,2010, Primary Term: 5 years I 1,920.90 acres 
Culberson County, Texas. Block 54, Public chool Land Survey, ection 43 : All , Section 
44: All, Section 45: Al l. 

Dear Ms. Guzman, 

Our records indicate that the referenced leases have terminated for failure to pay the fourth year 
delay rentals due on or before December 13, 20 13. 

Pursuant to the Texas Administrative Code, we request that you file 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 my attention. 

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

Post OHice Box 12873 • Austin, Texas 78711 -2873 

512-463-5001 • 800-998- 4CLO 

www.glo.state.rx. us 



In accordance with the provisions of the TAC, if you disagree with this assessment p lease 
provide evidence to this office at the address shown below within thirty (30) days of receipt of 
this letter. Failure to reply or fai lure to present sufficient evidence of the continuation of the 
lease will result in the mineral file being endorsed as "terminated". You will receive no further 
communication from this office prior to endorsement. 

Sincerely yours, 

~~0-c~.--' 
Susan Draughn, Landman 
Mineral Leasing, Energy Resources 
512-463-6521 (direct) 
512-475-1543 (fax) 
susan.draughn@glo.state.tx.us 



'1. 

FileNo. j\Jf' II )qq~ 
Ter mltv;.a!\ trv 

Date Filed: '3$ I Z[l 8/1.5 
Jerry E. Patterson, Commissioner 

By SS \:) 


