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Transactiln # 7107 

Lessor: Toon, Steven Bates 

Lessee: Energen Resources Corporation 

lfAif •scRJITJJN 

County 
REEVES 

TERMIIIFEREI 

Prinary T arm: 

Boous/ Acre: 

Rantal/ Acre: 

Royalty: 

Plf# 
07-101 469 

3 years I 

L $1 ,500.00 

L $300.00 

1/4 _ _j 

L8888B 

HAL REVIEW SHEET 

G~t: R. Widmayer 

LBasa Date: 1/5/2011 II 0 

Gross Acres: 318.3 

Net Acres: 53.05 

Basa FIB f*l Part Sac. BD:k Twp survey 
151871 NW/2 36 2 00 H & G N RY CO 

TERMS RRIJIIIMEJ8EI 

Prinary T arm 3 years ~ 

Boous/Acra L $1 ,500.00 

Rantal/ Acre I $300.00 

Royalty 1/4 _j 

Data Tarm Boous/Ac. Rantai/Ac. Royalty Olstanca 

Abst# 
5793 

CIJIIIPARIIMI 

Mf# 
MF106256 Forest Oil Corporation __ _J 

1 
1/5/2006 fSYears l C $500.00 $1.00 ] [1/4 Last LBasa 

I Pe.., d_,.., '1 [£"q3le J...q,..d ] l.JJ. -1-'l·IO ~Y-< J [ii30o-Od I. ~f..Jc::>_=]! Vy ] ~ MilesEasiJ 
-----,[ -11 IL___j ~I 

._L_~ .___ _____ __,I I i II I: II~ ~II I 
f._-~.___ __ -_ -------=]1 J I II II II I r=- ~ 

Conlnlllt8: §"entals for 2nd year will be $300.00 paying up 3rd year. 

Approvad: ---ni: 1 k1J/ 
t 

Thursday, January 27, 201 1 



RELINQUISHMEN1' ACT LEASE APPLICATION 

Texas General Land Office Jeny Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

DATE: 27-Jan- 1 I 

Bill Warnick, Genera l Counsel 

Loui s Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

A pplicant: Energen Resources Corporation 

Prim. Term: 3 year s Bonus/Acre 

Royalty: 1/4 Rental/Acre 

County: 

$ 1,500.00 

$300.00 

Consideration 

Recommended: -~---rrC:r:..::.'I.L--_ Date: ---.:.../.L-~=CJ.....:7_~_::1_..!1~-
Not Recommended: ----
Comments: Rentals for 2nd year will be $300.00 paying up 3rd year. 

£.e Form ., 
Recommended: - +bj-=..:.....____ 
Not Recommended: ----
Comments : 

Louis Renaud, Deputy Commissioner 

Recommended : eL~ 
Not Recommended: ----

Bill Warnick, General Counsel 

Recommended: .L.WW-'----­
Not Recommended: ----

Approved: _ _.._~~,. 

Not Approved: ___ _ 

Je 

Date: Z/oz/ , 

Date : ;2- 7- I I 

Date"lAO"'\ \ 

Date: ~[ t l{t l ~ 

Date: 0~~/a.otJ 
--t-__..o;,,..,_ __ 

REEVES 
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ENERGEN RESOURCES CORPORATION 
605 Richard Arrington Blvd North 
Birmingham, Alabama 35203-2707 

. Telephone (205) 326-2710 

VENDOR NAME 

STATE OF TEXAS 

• ..... , 
• • 

• •••••• • • 
• 

•••• • • •••• 
• •••••• • • 

• 
•• •• • • • • • 

VOUCHER VENDOR I NV # 

02-AP- 9345 022811J 
LEASE BONUS 
OVERNIGHT TO MIDLAND 

TOTAL INVOICES PAID 

INV DATE 

02/23/11 

11707062 Page 1 of 1 

VENDOR NO CHECK DATE CHECK NUMBER AMOUNT 

21640 

TOTAL 
AMOUNT 

79, 575 . 00 

Mar-01-2011 366111 

PRIOR PMTS 
& DISCOUNTS 

0 . 00 

$79,575.00 

NET 
AMOUNT 

79, 575 . 00 

79 , 575 . 00 



ENERGEN RESOURCES CORPORATION 
605 Richard Arrington Blvd North 

. Birmingham, Alabama 35203-2707 
Telephone (205) 326-2710 

VENDOR NAME 

STATE OF TEXAS 

• 
····~ · • • 

• 
•••• • • •••• 

• •••••• • • 
• 

•• •• • • • • • 

VOUCHER VENDOR I NV # 

02-AP-9355 022811N 
LEASE BONUS 
OVERNIGHT TO MIDLAND 

TOTAL INVOICES PAID 

INV DATE 

02/23/11 

11707064 Page 1 of 1 

VENDOR NO CHECK DATE CHECK NUMBER AMOUNT 

21640 

TOTAL 
AMOUNT 

39, 787 . 50 

Mar-01-2011 366113 

PRIOR PMTS 
& DISCOUNTS 

0 . 00 

$39,787.50 

NET 
AMOUNT 

39, 787 . 50 

39 , 787 . 50 



ENERGEN RESOURCES CORPORATION 
605 Richard A rrington Blvd North 
Birmingham, Alabama 35203-27<1'7 
Telephone (205) 326-271 o 

VENDOR NAME 

STATE OF TEXAS 

VOUCHER VENDOR INV # INV DATE 

02 - AP-12507 030311H 02/28/11 

• •• •••• • • 
0 ... .... 

• • 
• 

0 

•••••• 
0 • 

•• • • 0 • 
• 00 

• 
•• •• • • 0 
• 0 

BONUS 
OVERNIGHT TO MIDLAND - KEN GRAY 

TOTAL INVOICES PAID 

11707546 Page 1 of 1 

VENDOR NO CHECK DATE CHECK NUMBER AMOUNT 

21640 

TOTAL 
AMOUNT 

39 , 787 . 50 

Mar-08-2011 366882 

PRIOR PMTS 
& DISCOUNTS 

0 . 00 

$39,787.50 

NET 
AMOUNT 

39 , 787 . 50 

39 , 787 . 50 



ENERGEN RESOURCES CORPORATION 
605 Richard Amngton Blvd North 
Birmtngham, Alabama 35203-2707 
Telephone (205)326-2710 

VENDOR NAME 

STATE OF TEXAS 

• •••••• • • 
• 

•••• • • •••• 
• •••••• • • 

• 
•• •• • • • • • 

VOUCHER VENDOR INV # 

02-AP- 9348 022811L 
LEASE BONUS 
OVERNIGHT TO MIDLAND 

TOTAL INVOICES PAID 

11707063 Page 1 of 1 

INV DATE 

02/23/11 

VENDOR NO 

21640 

TOTAL 
AMOUNT 

26 , 259 . 75 

nC:TArU DC:C'I"\CC n&:DI"\C:ITih.IC 

CHECK DATE CHECK NUMBER AMOUNT 

Mar-01 -2011 366112 

PRIOR PMTS 
& DISCOUNTS 

0 . 00 

$26,259.75 

NET 
AMOUNT 

26, 259 . 75 

26 , 259 . 75 



ENERGEN RES~" CORPORATION . 
605 Richard Arringt~~ 
Birmingham, Alabama 35203-2707 
Telephone (205) 326-2710 

VENDOR NAME 

STATE OF TEXAS 

VOUCHER VENDOR INV # INV DATE 

11707502 

VENDOR NO. 

21640 

TOTAL 
AMOUNT 

CHECK DATE CHECK NUMBER 

Mar-15-2011 367650 

PRI OR PMTS 
& DISCOUNTS 

Page 1 of 1 

AMOUNT 

$19,893.75 

NET 
AMOUNT 

03-AP-4733 031 42011L 03/11/11 19 , 893 . 75 0 . 00 19 , 893 . 75 

• •••••• • • 
• •••••• • • 

• 
• •••••• • • 

•• • • • • • • • 
• 

•• •• • • • • • 

BONUS 
OVERNIGHT TO MIDLAND - ATTN : KEN GRAY 

TOTAL INVOICES PAID ~, 893 . 75 

rv1 r r , ~ 1 g + e 



ENERGEN RESOURCES CORPORATION 
605 Richard Arrington Blvd North 
Birmingham, Alabama 35203-2707 
Telephone (205) 326-2710 

VENDOR NAME 

STATE OF TEXAS 

• •••••• • • 
• 

•••• • • ..... 
• •••••• . .. 

•••• • • • • • 

VOUCHER VENDOR INV # 

02-AP-9368 0228115 
LEASE BONUS 
OVERNIGHT TO MIDLAND 

TOTAL INVOICES PAID 

INV DATE 

02/23/11 

11707066 
Page 1 of 1 

VENDOR NO CHECK DATE CHECK NUMBER AMOUNT 

21640 

TOTAL 
AMOUNT 

19 , 893 . 75 

Mar-01-2011 366115 

PRI OR PMTS 
& DISCOUNTS 

0 . 00 

$19,893.75 

NE T 
AMOUNT 

19,893 . 75 

19,893.75 



ENERGEN RESOURCES CORPORATION. 
605 Richard Amngton Blvd North 
B1rm1ngham, Alabama 35203-2707 
Telephone (205) 326-2710 

VENDOR NAME 

STATE OF TEXAS 

• 

• •••••• • • 
• 

•••• • • •••• 
• •••••• • • 

• 
•• •• • • • • • 

VOUCHER VENDOR INV # 

02- AP- 9362 022811Q 
LEASE BONUS 
OVERNIGHT TO MIDLAND 

TOTAL INVOICES PAID 

INV DATE 

02/23/11 

11707065 Page 1 of 1 

VENDOR NO CHECK DATE CHECK NUMBER AMOUNT 

21640 

TOTAL 
AMOUNT 

13 , 527 . 75 

Mar-01-2011 366114 

PRIOR PMTS 
& DISCOUNTS 

0 . 00 

$13,527.75 

NET 
AMOUNT 

13 , 527 . 75 

13 , 527 . 75 

(oil 



ENERGEN 
RESOURCE"> 

• •••••• • • 
• ....... 

• • 
• 

•••• • • •••• 
• ·-···· • • 

• 
•• •• • • • • • 

March 8, 2011 

State of Texas 
Commissioner of the General Land Office 
1700 Congress Avenue 
Austin TX 78701.1495 
Attention: Mr. Drew Reid 

Re: 

Dear Drew: 

NW/2 of Section 36, Block 2, H&GN RR Co. Survey 
Reeves County, Texas 
(Containing 318.3 acres, more or less) 

Enclosed are multiple bonus checks from Energen Resources Corporation representing the 
agreed upon bonus payment for your mineral interests in the above described property. The 
checks, their respective amounts and net acres covered by payment are listed as follows: 

Check# 366111 in the amount of $79,575.00 covering 106.1 net acres 
Check# 366112 in the amount of $26,259.75 covering 35.013 net acres 
Check# 366113 in the amount of $39,787.50 covering 53.05 net acres 
Check# 366114 in the amount of $13,527.75 covering 18.037 net acres 
Check # 366115 in the amount of $19,893.75 covering 26.525 net acres 

Please indicate your receipt of the enclosed checks as the full amount due from Energen by 
signing, dating, and returning one (1) copy of this letter in the envelope provided. Should you 
have any questions or concerns, please do not hesitate to contact me at 432-349-7683. 

Si~~ 
Mason D. Shepard 
Petroleum Landman 

RECEIVED AND ACCEPTED THIS __ day of March, 2011. 

STATE OF TEXAS, GENERAL LAND OFFICE 

By: ----------------------
Drew Reid 

Energen Resources Corporation, an Energen Company 3300 North A" Street Building 4. SUite 100. Midland . Texas 79705 (432) 687-1155 
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ENERGEN 
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March 16, 2011 

State of Texas 
Commissioner of the Genera l Land Office 
1700 N. Congress Avenue 
Austin TX 78701 
Attention: Mr. Drew Reid 

Re: NW2 of Section 36, Block 2, H&GN RR Co. Survey 
Reeves County TX; 26.525net acres 
Mineral Classified Lease 

Dear Drew: 

Enclosed please find Energen Resources Corporation's check #367650, in the amount of 
$19,893.75, representing the bonus payment due for your oil and gas interest in the above 
referenced property. 

Please indicate your receipt of the enclosed check as the full amount due from Energen by 
signing, dating, and returning one (1) copy of this letter in the enve lope provided. Should you 
have any quest ions or concerns, please do not hesitate to contact me at 432-684-3698. 

Si~ L-
Robert (Bob) C. Heller 
District Landman 

RCH/ mm 
Enclosures 

RECEIVED AND ACCEPTED THIS __ day of March, 2011. 

STATE OF TEXAS- GENERAL LAND OFFICE 

By: - -----------------------
Drew Reid 

Energen Resources Corporation, an Energen Company 3300 North "A" Street Build1ng 4. Su1te 100. Midland. Texas 79705 (432) 687-1155 
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March 16, 2011 

State of Texas 

Commissioner of the General Land Office 

1700 Congress Avenue 

Austin TX 78701.1495 

Attention : Mr. Drew Reid 

Subject: Lease Bonus: 
NW/2 of Section 36, Block 2, H&GN RR Co. Survey 

Reeves County, Texas 

{Containing 318.3 acres, more or less} 

Dear Mr. Drew Reid, 

Enclosed please find Energen's check #366882 in the amount of $39,787.50 for an Oil, Gas and Mineral 
Lease in Reeves County, Texas covering 53.05 net acres. 

Please acknowledge receipt of the enclosed check as the full amount due from Energen for the above by 
signing, dating and returning one {1} copy of this letter. Should you have any questions or concerns, 
please feel free to contact me at 432-349-7683. 

Sincerely, 

Mason D. Shepard 
Petroleum Landman 

RECEIVED AND ACCEPTED THIS __ day af March, 2011. 

STATE OF TEXAS, GENERAL LAND OFFICE 

By: ------------------------
Drew Reid 

Energen Resources Corporation, an Energen Company 3300 North "A" Street Bu1ldmg 4. SUite 100, Midland. Texas 79705 (432) 687-1155 
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April 1, 2011 

Mr. Drew Reid 
Texas General Land Office 
P. 0 . Box 12873 
Austin TX 78711.2873 

Re: Certified Copies of Mineral Classified Lea ses 
Reeves County TX 

Dear Mr. Reid: 

Enclosed please find certified copies of the following two mineral classified leases described above: 

1. Judith F. Patrick; 
2. David Evans, Trustee of the David Evans Exempt Trust; 

3. David Fouts; 
4. Steven Ba tes Toon; and 
5. William E. Fouts. 

All of the above described leases cover property in the NW2 of Section 36, Block 2, H&G N RR Co. Survey 
in Reeves County TX. 

If there is anything further that must be done to complete this transaction, please con tact me as soon as 
possible at 432.684.3698 or bob.he ller@energen.com. 

Very truly yours, 

~lh~f-
Robert (Bob) C. Heller~ 
District Landman 

RCH/ mm 
Enclosures 

Energen Resources Corporation, an Energen Company 3300 North "A" Street Building 4, Suite 100, Midland. Texas 79705 (432) 687-1155 



ENERGEN 
RF O U kCE~ 

April 21, 2011 

Mr. Drew Reid 
Texas Genera l Land Office 
P. 0. Box 12873 
Austin TX 78711.2873 

Re: Certified Copies of Mineral Classified Leases 
Reeves County TX 

Dear Mr. Reid: 

Enclosed please find certified copies of the fo llowing two mineral classified leases described above: 

1. Dan Buchignani, covering SW4 of Section 38, Block 55, T5, Abstract 1968, T&P RR Co. Survey; 
2. Phi llip W. Fout s, cove ring NW2 of Section 36, Block 2, H&GN RR Co. Survey; 
3. Bobby Joe Montgomery, covering SW4 N4 of Section 32, Block 54, T-9; T&P RR Co. Survey; 
4. Janice Marie Seay, covering SW4 N4 of Section 32, Block 54, T+, T&P RR Co. Survey; and 
5. Martha T. Cheadle, covering NW2 of Section 36, Block 2, H&GN RR Co. Survey. 

All of the above described leases cover property in Reeves County TX. 

If there is anything further that must be done to complete this transaction, please contact me as soon as 
possible at 432.684.3698 or bob.heller@energen.com. 

Robert (Bob) C. Heller 
District Landman 

RCH/mm 
Enclosures 

•••• • .... 
• .. . 

• • • • •• 
• • •• • • • •• • 

• 
• • •••••• • 
• • •••••• • 

Energen Resources Corporation, an Energen Company 3300 North "A" Street Build1ng 4. Su1te 100, Midland, Texas 79705 (432) 687-1155 



• • •• •• • • • • • • ••• ••• 
• 

••• • •• • • • • 

• • • • • • ••• 

• • • • • ••• • • File No . ....__;l~f__;2._;;.__l ~------

Ccvt<! LC?tteJ'®~@ £e5 
Date Filed: __________ _ 

Jerry E. Patterson, Commissioner 
By Gtt 
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February 24, 2012 

Mason Shepard 
Energen Resources 
3300 North A St. 
Bui lding 4, Suite I 00 
Midland, Texas 79705 

Re: tate Lease MF 112184 

Dear Mr. Shepherd: 

GENERAL LA~ 
]ERRY P ATTERSO 1, COMMISSIONER 

Seven Relinquishment Act Leases described on Page 2 hereof 
Covering 318.3 ac., W/2, Sec. 36, Blk. 2 H&GN Survey, 
Reeves County, TX 

The certified copies of the Relinquishment Act leases covering the referenced tract have been approved and 
filed in our records under Mineral File numbers as set out on Page 2. P lease refer to these numbers when 
making payments to the State and in all future correspondence concerning the leases. Failure to 
include the mineral file numbers may delay processing of any payments towards the leases. 

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section I 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 , Application to Drill; W-
2, Oil Well Completion Report and Log; G-1, Gas Well Completion Report and Log; W-3, Plugging Report; 
G-5, Gas Well Classification Report; G- 1 0, Gas Well Status Report; W-1 0, Oi l Well Status Report; W-12, 
Inclination Report; electric logs; directional surveys. 

Chapter 52 of the Texas Natural Resources Codes specifies that the surface owner's right to receive a portion 
ofthe revenues generated by the lease shall be in lieu of all damages to the soil. Therefore, any payments 
made for surface use or damages other than the authorized damages set out in the lease form must be shared 
equally with the state. 

Your remittances as set out on Page 2 have been applied to the State's portion of the cash bonus. We are not 
in receipt of the $100 processing fee or the $25 filing fee per lease, for a total of $275. Please send this as 
soon as possible. 

Sincerely yours, 

_o~~ 
Drew Reid 
Mineral Leasing, Energy Resources 
(512) 475-1534 
drew.reid@glo.texas.gov 

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

Post Office Box 12873 · Austin, Texas 78711 -2873 

512-463-5001 • 800-998-4GLO 

www.glo. state. tx. us 



Mason Shepard 
February 24,201 2 
Page 2 

State Lease MFI1 21 84A 

State Lease MF I 121 84B 

State Lease MFI1 2 184C 

State Lease MFII2184D 

State Lease MFI121 84E 

State Lease MF1 12184F 

State Lease MF I 12 1 84G 

Lease dated 0 L/05/ 11 recorded Bk. 868, Pg. 546, Reeves Co. 
David Evans Exempt Trust, agent for State of Texas, Lessor 
Bonus received $79,575.00 

Lease dated 01/05/1 1 recorded Bk. 868, Pg. 522, Reeves Co. 
Steven Bates Toon, agent for State ofTexas, Lessor, 
Bonus received $39,787.50 

Lease dated 01/05/ I I recorded Bk. 872, Pg. 496, Reeves Co. 
Martha T. Cheadle, agent for State ofTexas, Lessor 
Bonus received $39,787.50 

Lease dated 01 /05/ 11 recorded Bk. 868, Pg. 498, Reeves Co. 
Judith F. Patrick, agent for State of Texas, Lessor 
Bonus received $26,259.75 

Lease dated 0 L/05/ 11 recorded Bk. 872, Pg. 466, Reeves Co. 
Phillip W. Fouts, agent for State of Texas, Lessor 
Bonus received $19,893.75 

Lease dated 01/05/ 11 recorded Bk. 868, Pg. 534, Reeves Co. 
David Fouts, agent for State of Texas, Lessor 
Bonus received $19,893.75 

Lease dated 01/05/ 11 recorded Bk. 868, Pg. 5 I 0, Reeves Co. 
Wi ll iam E. Fouts, agent for State ofTexas, Lessor 
Bonus received $ 13,527.75 
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Apri l 6, 2012 

Mr. Drew Reid 
Texas General Land Office 
P. 0. Box 12873 
Austin TX 78711.2873 

Re : Unpaid Fiiing and Processing Fees- RAL Leases 

Dear Drew: 

Enclosed please find Energen Resources Corporation's checks #3700 and #3701, in the amounts 
of $25.00 and $275.00, respectively. These checks cover the following fees owed to the State by 
Energen: 

1. State Lease MF 112183 - $25.00; 

2. State Lease MF 112184A through MF 112184G - $275.00 which includes $25.00 per lease 
and a processing fee of$100.00. 

If there is anything further that must be done to complete this transaction, please contact me at 
432.688.3328. 

Very truly yours, 

Mollie McAuliffe 
Land Analyst 

/mm 
Enclosures 

Energen Resources Corporation. an Energen Company 3300 North "A" Street Building 4, Suite 100. Midland, Texas 79705 (432) 687-1155 
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ENERGEN RESOURCES CORPORATION 
3300 NORTH A STREET 
BLDG. 4, STE. 100 
MIDLAND, TX 79705 

Bank of America .,..., 
~ 

ACHR/T111000025 ~ 

FOR £·\! "j}~ 
11

1 00 :1 70 •u• 

12709973 
DATE __ 4___:\_~__..:.l_l r __ 

3701 

32·2/1 110 lX 
2944 
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS MADE IN A MANNER T CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE,.NA_k1E£DEPOSITORY 
DATE

0 
SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT. 

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo _4._ .f ( U 4 5 9 4 
SHUT IN RECEIPT BIRMINGHAM, ALABAMA 

ENERGEN RESOURCES CORPORA TION Page 1 of 1 

605 Richard Arrington Blvd North 

• B1rm1ngham, A labama 35203-2707 DATE 1210212011 NO 32829 
•• Telephone (205) 326-8139 

LEASE RECORDS A CCOUNT I RENTAL PERIOD 

•• COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO 

REEVES TEXAS 8 68- 54 6 01 / 05 / 11 12 01 / 05 / 1 2 01 / 05 / 13 
•• 

: ~ .. LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

•: TX43 9 0 06 - 06P jDAVID EVANS EX TRUST ST OF TX j..s:l 5,915.00 

~ 
1 ~ ~A'CTOTHE STATE OF TEXAS RECEIVED 0 2Q___ 

THE AMOUNT SHOWN ABOVE • 

• 
• O" ltER OF 

COMMISSIONER OF THE GENERAL LAND OFFICE • ••••• 1700 NORTH CONGRESS AVENUE • • 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

RECEIPT IS HEREBY ACKNO'M.EDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETILEMENT OF RENTAUSHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

ENERGEN RESOURCES CO* * DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 7B701 - 1495 

TRACT 
52731 
H&GN A- 5793 2 36 

NAME OF BANK, CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT 

$15,915 .00 

BANK 

"6\ 
\ 



,' 
PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS MADE IN A MANN~~lfo Sd%~t6'~MRf~~~ w~~:SEg~~~~~~~~J'~N~ORUE~~~~~~ +~WHEREIN YOU ARE NAMED DEPOSITORY 

RENTAL RECEIPT/ Weill Fargo '.'lKEN SIGNED, PLEASE MAIL TO: 
SHUT IN RECEIPT BIRMINGHAM, ALABAMA 

" ... • 
• 

• • • 

ENERGEN RESOURCES CORPORATION 
605 R1chard Arnngton Blvd North 
B1rm1ngham. Alabama 35203-2707 
Telephone (205) 326-8139 

LEASE RECORDS ACCOUNT 

COUNTY STATE RECORDED-BOOK PAGE 

REEVES TEXAS 868-546 

Page 1 of 1 

DATE 12/02/2011 NO. 32829 

I RENTAL PERIOD 

DATE OF LEASE MONTHS FROM TO 

01 /0 5 / 11 12 01/05/12 01 /05 / 13 
.. ~ 

• • LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER I PAY EXACTLY 
a • '- • .. ~~ - : TX4 3 9006- 06P !DAVID EVANS EX TRUST ST OF 
• I • 
r \ . 1'0THE . .. p , 

• •I t~ 
! 

•• •• • 
• I 

~CROF 

• p 

• 

STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 

TX I $1 5,915.00 

RECEIVED 0 " 2Q___ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK. CORPORATION OR INDIVIDUAL 

AUSTIN, TX 78701-1 495 BY 

P.lCEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
ViHICH IS IN FULL SETILEM ENT OF RENTAUSHUT-IN DUE PARTY 
NA/'.~cD COVERING OUR INTEREST IN OIL AND GAS 
trt.SE DESCRIBED HEREIN 

PAYEE WILL PLEASE DATE SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

TO BE CREDITED TO RENTAL AMOUNT BANK 

... ·' 

ENERGEN RESOURCES cou DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 78701-1495 

TRACT 
52731 
H&GN A-5793 2 36 

$15,915.00 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 

c: i~ERGEN RESOURCES CORPORATION 
•>(:5 Richard Arnngton Blvd North 
•·,rm;r,gham. Alabama 35203-2707 
-l!lc;;hone (205) 326-81 39 

LEASE RECORDS ACCOUNT 

W ells Fargo 
BIRMINGHAM, ALABAMA 

COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE 

REEVES TEXAS 868 -546 01 /05 / 11 
LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

TX439006-06P DAVID EVANS EX TRUST ST OF TX 

·,- TO THE 
( '\,".t:R OF 

EXAC~~~15,915dols00cts 

STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

DATE: 

I 
MONTHS 

12 

61 -8 
620 

1210212011 

No 32829 

RENTAL PERIOD 

FROM TO 

01/05/12 01/05/13 
I PAY EXACTLY 

1 $15,915.oo 



ENERGEN 
RESOURCES 

December 8, 2011 

State ofTexas 
Commissioner of the General Land Office 
1700 North Congress A venue 
Stephen F Austin Building 
Austin, TX 78701-1495 

RE: Rental Payment 

Please fmd enclosed the rental payments due under the terms of the oil and gas leases 
identified below for the month of January, 2012. 

Check No FileNo. Lessor Due Date 

32825 TX 4 3 9006-04 P William E Fouts 01-05-12 
32827 TX439006-05P Judith F Patrick 01-05-12 
32829 TX439006-06P David Evans Exempt Trust 01-05-12 
32831 TX 4 3 9006-07P David Fouts 01-05-12 
32833 TX439006-08P Steve Bates Toon 01-05-12 
32835 TX 4 3 9006-09P Phillip W Fouts 01-05-12 
32837 TX439006-1 OP Martha T Cheadle 01-05-1 2 

To confirm for our files that you have received the above mentioned payment(s) please 
fill in the RECEIVED ON date of the check copy and return it to Energen Resources 
Corporation in the enclosed return envelope. 

Thank you for your consideration in this matter. 

Yours truly, 

Energen Resources Corporation 

B~C~~~ 
Lease Analyst JV 

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205.326.2710 



Ill~ No. tn( //).If'/ (£) 
B@~IP~~h~~M~~#~O ____ __ 

Date Filed: 01 Ulz/«o£1 
Jerr~ E. Patlerson. Commissioner 

8~ 7/pf 



PAYMENT IS MAOE UNDER INSTRUMENT DESCRIBED BELOW. PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS Wlf'IE IN A MANN~1lfo Sd%~t~~MRfJ'{.~~ ~~W:sEg~~~~~~~WJ:lN~O~E~~~~::V~+~ WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: 

•: ~ • • i ENERGEN RESOURCES CORPORATION 
605 Richard Arrington Blvd North 
Birm1ngham, Alabama 35203-2707 
Telephone (205) 326-8139 

RENTAL RECEIPT/ 
SHUT IN RECEIPT 

DATE 

Wells Fargo 1 2 7 o 4 5 g C 
BIRMINGHAM, ALABNUJ.. Yago 

1 
of 

1 

1210212011 NO. 32833 

~~--------------------------------------------L_EA_s_E_R_E_c_o_R_Ds __ Ac_ c_o_u_N_T ______________ L-I _____________ R_E_NT_ AL __ P_E_R~IO_D __________ -1 

: ~ • • COUNTY 

· ~ • .REEVES 
•• • 

STATE 

TEXAS 
RECORDED·BOOK PAGE 

868-522 
DATE OF LEASE MONTHS FROM TO 

01/05/11 12 01/05/12 01/0 5 /13 

LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER I PAY EXACTLY I 
•• • • 

: TX439006-08 P !sTEVE BATES TOON ST OF TX 

• 
•:• 1-~·hoTHE STATE OF TEXAS 

ORDER OF 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETILEMENT OF RENTAUSHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

ENERGEN RESOURCES CO** DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 78701-1495 

TRACT 
52731 
H&GN A-5793 2 36 

J 1!7 .957.50 J 
\ 

RECEIVED ON----- - -- 2o.__ 
THE AMOUNT SHOWN ABOVE 

NAME OF BANK, CORPORATION OR INDMDUAL 

BY 

PAYEE WILL PLEASE DATE SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT BANK 

$7 , 957 .5 0 

Dl O:A!:O: no:T~I"" TWIS PORTION BEFORE DEPOSITING THIS CHECK 



•• ••• • 

PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS MADE IN A MANN~~TfO Sd%~t6WMRfJ'{-~~ 1~1~J{g~~~~tP~~J~~J~JN\ORUE~~~~~~+1 WHEREIN YOU ARE NAMED DEPOSITORY 

•:,}tEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Walls Forgo 

• SHUT IN RECEIPT BIRMINGHAM ALABAMA 
ENERGEN RESOURCES CORPORATION 
605 R1chard Arnngton Blvd North 

NO. • B1rm1ngham, Alabama 35203-2707 DATE 12/02/2011 • • Telephone (205) 326-8139 

Page 1 of 1 

32833 

LEASE RECORDS ACCOUNT I RENTAL PERIOD 
I . 

· ~ · ·· .. ' 
- -

• COUNTY 

. REEVES 
• • 

STATE RECORDED-BOOK PAGE 

TEXAS 868 - 522 
DATE OF LEASE MONTHS FROM TO 

01 /05/ 11 12 01/ 05/12 01/05/13 
I LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER I PAY EXACTLY . ~ -.. : 

• I • 
: 'I'X439006-08P !sTEVE BATES TOON ST OF TX 

• I • • 
I .. . = ~ ,. 
I (IP 

I 

·'t r0 THE STATE OF TEXAS 
UEHOF COMMISSIONER OF THE GENERAL LAND OFFICE 

I 
I 
I 

1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BU ILDING 
AUSTIN, TX 78701-1495 

l $7,957.50 

RECE IVE D O M 2Q__ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK CORPORATION OR INDIVIDUAL 

BY 

I 
l 

~C:C!:IPT IS HEREBY ACKNO'M.EDGED OF THE AMOUNT STATED 
1':. t1;;H IS IN FULL SETTLEMENT OF RENTAUSHUT-IN DUE PARTY 
ti11M!:O COVERING OUR INTEREST IN OIL AN D GAS 

PAYEE WILL PLEASE DATE. SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

1 Ll\~0: DESCRIBED HEREIN 

TO BE CREDITED TO RENTAL AMOUNT 

ENERGEN RESOURCES CO** DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1 70 0 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN , TEXAS 76701 - 1495 

TRACT 
52731 
H&GN A-5793 2 36 

$7, 9 57.50 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 

:::~ERGEN RESOURCES CORPORATION 
'!!l:> R•chard Arnngton Blvd North 
r,·rnvngham. Alabama 35203-2707 
T~> .lt>phone (205) 326-8139 

LEASE RECORDS ACCOUNT 

Wells Fargo 
BIRMINGHAM, ALABAMA 

I 
i -
I 

COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE 

I R.EEVES TEXAS 868-522 01/ 05 / 11 
LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

TX439006-08P jSTEVE BATES TOON ST OF 

r- " •o THE 
' • •·J~ ~OF 

EXAC~~~~7, 957 dols50cts 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

TX 

DATE: 

I 
MONTHS 

12 

BANK 

61-8 
620 No 32833 

12/02/2011 
RENTAL PERIOD 

FROM TO 

01 / 05 / 12 01 / 05 / 13 
PAY EXACTLY 

$7,957.50 



ENERGEN 
RESO U R C ES 

December 8, 2011 

State of Texas 
Commissioner of the General Land Office 
1700 North Congress A venue 
Stephen F Austin Building 
Austin, TX 78701-1495 

RE: Rental Payment 

Please find enclosed the rental payments due under the terms of the oil and gas leases 
identified below for the month of January, 2012. 

Check No File No. Lessor Due Date 

32825 TX439006-04P William E Fouts 01-05-12 
32827 TX439006-05P Judith F Patrick 01-05-12 
32829 TX439006-06P David Evans Exempt Trust 01-05-12 
32831 TX439006-07P David Fouts 01-05-1 2 
32833 TX439006-08P Steve Bates Toon 01-05-1 2 
32835 TX439006-09P Phillip W Fouts 01-05-12 
32837 TX439006-1 OP Martha T Cheadle 01-05-1 2 

To confirm for our files that you have received the above mentioned payment(s) please 
fill in the RECEIVED ON date of the check copy and return it to Energen Resources 
Corporation in the enclosed return envelope. 

Thank you for your consideration in this matter. 

Yours truly, 

Energen Resources Corporation 

B~C~~~ 
Lease Analyst TV 

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North , Birmingham, AL 35203-2707 205.326.2710 



-

PAYMENT'S MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS MADE IN A MANN~~TfO s~g~t6WMRf6~~~ w~::g~~~~~~~~~~J>,:JN~ORUE~~~~~~ +~WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wolla Fargo 

BIRMINGHAM, ALAB1'2 7 0 4 5 9 8 Page 1 of 1 ENERGEN RESOURCES CORPORATION 
SHUT IN RECEIPT 

• 
605 Richard Arnngton Blvd North 

•• • •• Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 32837 

•• • 

• • • 

• 
• 

• 

Telephone (205) 326-8139 

COUNTY STATE 

REEVES TEXAS 

LEASE RECORDS ACCOUNT I RENTAL PERIOD 

RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO 

872 - 496 01 /05 /11 12 01 /05 /12 01/0 5 /13 

LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY I 
• •• I MARTHA • •TX439 0 06- 10R T CHEADLE ST OF TX • 

•• • • , ~4-:TOTHE 
ORQER OF 

STATE OF TEXAS 

• ••••• COMMISSIONER OF THE GENERAL LAND OFFICE 
• 1700 NORTH CONGRESS AVENUE 

STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701 -1495 

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETILEMENT OF RENTAUSHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

ENERGEN RESOURCES CO** DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 78701-1495 

TRACT 
52731 
H&GN A-5793 2 36 

f!JF l/~!9l/0 ~7.957.50 1 
I 

RECEIVED 0" 2~ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK. CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT BANK 

$7,957 . 50 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 



, ,. ... .. 

PAYMENT 1:; MADE UNDER INSTRUMENT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS MADE IN A MANN~~TfO St~~t~RMRfJ~'m ~~~~M~g~~~~~~~~~~J',:JN~O~E~~~~~J +1 WHEREIN YOU ARE NAMED DEPOSITORY 

\':l-iEN SIGNED, PLEASE MAIL TO : RENTAL RECEIPT/ Wells Forgo 
BIRMINGHAM ALABAMA 

ENERGEN RESOURCES CORPORATION 
SHUT IN RECEIPT 

605 Richard A rnngton B lvd North 
• B1rm1ngham. Alabama 35203-2707 DATE 12/02/2011 NO. 

Telephone (205) 326-8139 

Page 1 of 1 

32837 

• LEASE RECORDS ACCOUNT I RENTAL PERIOD 
• ., .... 

• • COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO 

REEVES TEXAS 8 7 2 - 496 01/ 05 / 11 12 01 / 05 / 12 01 / 05 / 13 
• ! ~ ·· .. ,-

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

,. .... 
• 
• 
I .. 

• 
! TX439006 - 10R MARTHA T 

• ! TO THE STATE OF TEXAS 

CHEADLE ST OF TX 

• •I T-~ 
(l 

•• ••• 
:>~ER OF 

• COMMISSIONER OF THE GENERAL LAND OFFICE 
• I 

I 
• 1700 NORTH CONGRESS AVENUE 

STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1 495 

o;,:C!:IP r IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
'Jhlt: lt IS IN FULL SETILEMENT OF RENTAUSHUT-IN DUE PARTY 

' • '·1~10 COVERING OUR INTEREST IN OIL AND GAS 
I i-1\'W DESCRIBED HEREIN 

TO BE CREDITED TO 

ENERGEN RESOURCES CO** DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 78701-1495 

TRACT 
52731 
H&GN A- 5 7 93 2 36 

$7,957.50 

RECEIVED 0 "1 2a__ 
THE AMOUNT SHOWN ABOVE 

NAME OF BANK. CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE. SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT BANK 

$7, 957. 50 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 

F.NERGEN RESOURCES CORPORATION 
-:r.:, H1cha rd Amngton Blvd N orth 
:;.•m1ng ha m, A labama 35203-2707 
f ~l;)iJhone (205) 326-8139 

- LEASE RECORDS ACCOUNT 

Wells Fargo 
BIRMINGHAM, ALABAMA 

COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE 

REEVES TEXAS 872 - 496 01 / 05 / 11 
LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

'l'X4 39006- 1 0R I MARTHA T CHEADLE ST OF 

•- 1 10THE 
'••?FROr 

EXAC~~~~7 ,957 dolsSOcts 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701 -1495 

TX 

DATE· 

I 
MONTHS 

1 2 

61-8 
620 No 32837 

1210212011 
RENTAL PERIOD 

FROM TO 

01/05 / 1 2 01 / 05 / 13 

I PAY EXACTLY 

I $7,957.50 



.· ENERGEN 
RESO U R C ES 

December 8, 2011 

State of Texas 
Commissioner of the General Land Office 
1700 North Congress A venue 
Stephen F Austin Building 
Austin, TX 78701-1495 

RE: Rental Payment 

Please find enclosed the rental payments due under the terms of the oil and gas leases 
identified below for the month of January, 2012. 

Check No FileNo. Lessor Due Date 

32825 TX439006-04P William E Fouts 01 -05-12 
32827 TX439006-05P Judith F Patrick 01-05-12 
32829 TX439006-06P David Evans Exempt Trust 01 -05-12 
3283 1 TX439006-07P David Fouts 01-05-12 
32833 TX439006-08P Steve Bates Toon 01-05-12 
32835 TX439006-09P Phillip W Fouts 01 -05-12 
32837 TX439006-1 OP Martha T Cheadle 01-05-12 

To confmn for our files that you have received the above mentioned payment(s) please 
fi ll in the RECEIVED ON date of the check copy and return it to Energen Resources 
Corporation in the enclosed return envelope. 

Thank you for your consideration in this matter. 

Yours truly, 

Energen Resources Corporation 

B~C~~~ 
Lease Analyst IV 

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203·2707 205.326.27
1
0 



•• • 
•• • 

• • • 
•• • 

• • • 
•• • 

i 

PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS ro.o~DE IN A MANN~~TfO St~M~~~MRfJUT'm t~~~:sEg~~~~J'~~~J~lN~0~E~~~~~8+~ WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo l~ 7 
BIRMINGHAM, ALA 0 4 5 9 3 . SHUT IN RECEIPT • ENERGEN RESOURCES CORPORATION •• 605 Richard A rr ington B lvd North 

• Birmingham, A labama 35203-2707 DATE 12102/2011 NO. 
••• Telephone (205) 326-6139 

• LEASE RECORDS ACCOUNT I RENTAL PERIOD 

COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM 

Page 1 of 1 

32827 

TO 

~ ·· REEVES TEXAS 868-498 01/05/11 12 01/ 05 / 12 01/05/ 13 

r : LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER I PAY EXACTLY I 
I .!.,M.2s1 .95 1 • TX439006-05P JUDITH F PATRICK ST OF TX 

• • • • 
ePA' TO THE STATE OF TEXAS 
OAOEROF 

COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETILEMENT OF RENTAUSHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

ENERGEN RESOURCES CO** DELAY RENTALS .,. 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1 700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 78701-1495 

TRACT 
52731 
H&GN A-5793 2 36 

RECEIVED ON 2Q__ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK. CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT BANK 

$5,251.95 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 



I , , .. 
• I 

PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS M~DE IN A MANN~~TfO sdg~tt~MRfJI{'m ~~~:SEg~~~~~~J~~J'~JN~O~E~~~~:r~+1 WHEREIN YOU ARE NAMED DEPOSITORY 

'l\o':-IEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo 
BIRMINGHAM ALABAMA 

'• ENERGEN RESOURCES CORPORATION 
SHUT IN RECEIPT 

• 605 R1chard Amnglon Blvd North 
Birmingham, Alabama 35203-2707 DATE 12/02/2011 NO. 

• Telephone (205) 326-8139 • • 

Page 1 of 1 

32827 

•• • • • • LEASE RECORDS ACCOUNT I RENTAL PERIOD -. , 
COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO 

> I . .. •• 
I 

. 
• • REEVES TEXAS 
• 

868-498 01 / 05 / 11 12 01/ 05 / 12 01/0 5 / 13 . .. . . . ~ • • ·~ LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

• 
• • • •r ;­

•• •• 

TX439006-05P JUDITH 

I p :t 10 THE STATE OF TEXAS 

F PATRICK ST OF TX 

•• • . () ' F.,ER OF 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

f:"LEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
SI11CH IS IN FULL SETTLEMENT OF RENTAUSHUT-IN DUE PARTY 
~.ollr(O COVERING OUR INTEREST IN OIL AND GAS 
l 1 o,f i: DESCRIBED HEREIN 

TO BE CREDITED TO 

ENERGEN RESOURCES CO** DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1 700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN , TEXAS 787 01 - 1495 

TRACT 
527 31 
H&GN A- 5793 2 36 

$ 5,251 .95 

RECEIVED Ot-.L 2Q_ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT BANK 

$5 , 251 . 95 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 

J::,~JERGEN RESOURCES CORPORATION 
to5 tl1c.hard Arrington Blvd North 
"1 ·mmgham, Alabama 35203-2707 

'::~·) Ilene (205) 326-8139 
LEASE RECORDS ACCOUNT 

Wells Fargo 
BIRMINGHAM, ALABAMA 

COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE 

EEVES TEXAS 868-498 01 /05 / 11 
LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

X439006-05P jJUDITH F PATRICK ST OF 

""" TO THE 
,.,,1:JEq or 

EXAC~G~5251dols95cts 

STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

TX 

DATE: 

I 
MONTHS 

12 

61-8 
620 No 32827 

1210212011 
RENTAL PERIOD 

FROM TO 

01 /0 5 / 12 01 / 05 / 13 
PAY EXACTLY 

$5,251 .95 



ENERGEN 
' RESOURCES 

December 8, 2011 

State ofTexas 
Commissioner of the General Land Office 
1700 North Congress Avenue 
Stephen F Austin Building 
Austin, TX 78701-1495 

RE: Rental Payment 

Please find enclosed the rental payments due under the terms of the oil and gas leases 
identified below for the month of January, 2012. 

Check No FileNo. Lessor Due Date 

32825 TX 4 3 9006-04 P William E Fouts 01-05-12 
32827 TX439006-05P Judith F Patrick 01 -05-12 
32829 TX 4 3 9006-06P David Evans Exempt Trust 01-05-12 
32831 TX439006-07P David Fouts 01-05-12 
32833 TX439006-08P Steve Bates Toon 01-05-12 
32835 TX439006-09P Phillip W Fouts 01-05-12 
32837 TX439006-1 OP Martha T Cheadle 01-05-12 

To confirm for our files that you have received the above mentioned payment(s) please 
fill in the RECEIVED ON date of the check copy and return it to Energen Resources 
Corporation in the enclosed return envelope. 

Thank you for your consideration in this matter. 

Yours truly, 

Energen Resources Corporation 

B~C~~~ 
Lease Analyst JV 

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205.326.2710 



•• • 
•• • 

• • • 

PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS ~i\ADE IN A MANN~~lfo stg~r~~:fo~~ ~~W:sEg~~~tP~J~NJ~JN~ORUE~~~~~~ +~WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo J. 2 7 o 4 5 9 z 
ENERGEN RESOURCES CORPORATION 

SHUT IN RECEIPT BIRMINGHAM, ALABAM age 
1 

o f 
1 .. 

•• 605 Richard Amngton Blvd North 
B1rm1ngham, Alabama 35203-2707 DATE 12/02/2011 NO. 32835 

• Telephone (205) 326-8139 ••• • LEASE RECORDS ACCOUNT I RENTAL PERIOD 

COUNTY STATE RECORDED-BOOK PAGE DATE OFLEASE MONTHS FROM TO 

~ · : ·REEVES TEXAS - 01 /0 5 / 11 1 2 01 / 05 / 12 01 /0 5 / 13 

·~er ·· LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY • • • 

• 

• 

·I •• 
TX439006-09 P ! PHILLIP w FOUTS ST OF TX 

• • • •• 
PA-.TOTHE STATE OF TEXAS 

: • M4£RoF 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701 -1495 

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETTLEMENT OF RENTAUSHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDI TED TO 

ENERGEN RESOURCES CO* * DELAY RENTALS * * 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 

TRACT 
52731 
H&GN A-5793 

78701-1495 

2 36 

~,978.75 
\ 

RECEIVED 0 " 2Q__ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK. CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE. SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT BANK 

$3,978.75 ~\ 
\ 

-



PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS MADE IN A MANN~~T.fo ~g~t~~MRfJ'{.~~ ~~w::g~~~~t?~~~~J'~lN~O~E~~~~::V~+1 WHEREIN YOU ARE NAMED DEPOSITORY 

'.•.rtfEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo 
BIRMINGHAM ALABAMA .. .. ... . 

• 
• 

ENERGEN RESOURCES CORPORATION 
605 Richard Arnngton Blvd North 
B1rmmgham. Alabama 35203-2707 
Telephone (205) 326-8139 

SHUT IN RECEIPT 

DATE 12/02/2011 NO. 

Page 1 of 1 

32835 

..... 
• • LEASE RECORDS ACCOUNT I RENTAL PERIOD 

I 

~ I 

; ! ~ 
•• • 

COUNTY -
' . REEVES 
• 

STATE 

TEXAS 

RECORDED·BOOK PAGE DATE OF LEASE MONTHS FROM TO 

- 0 1 / 05 / 11 12 01 / 05 / 12 01 / 05 / 13 

• LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER I PAY EXACTLY .... lr-
· · r ~ 

r I 
I. 
I' 

• ;o 
• I • • I' ... ~ 
• 

• 
] PHILLIP TX439006-09P w FOUTS ST OF TX 

• • 
! ·h oTHE STATE OF TEXAS 
~~ER OF 
• COMMISSIONER OF THE GENERAL LAND OFFICE 

1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

I $3,978.75 

RECEIVED 0" 2Q___ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK CORPORATION OR INDIVIDUAL 

BY 

I 
l 

n rr:EIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETILEMENT OF RENTAUSHUT-IN DUE PARTY 
m :.IED COVERING OUR INTEREST IN OIL AND GAS 

PAYEE I/VILL PLEASE DATE, SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS I/VILL 
PLEASE GIVE FULL NAME AND TITLE 

• U·SE DESCRIBED HEREIN 

TO BE CREDITED TO RENTAL AMOUNT 

ENERGEN RESOURCES CO** DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 78701 - 14 95 

TRACT 
52731 
H&GN A- 5793 2 36 

$3 , 978 .7 5 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 

E::·H:RGEN RESOURCES CORPORATION 
-~~ 5 R1::hard Arnngton Blvd North 
:..rm1ngham. Alabama 35203-2707 
I .;ocphone (205) 326-8139 

LEASE RECORDS ACCOUNT 

Wells Fargo 
BIRMINGHAM, ALABAMA 

COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE 

?..EEVES TEXAS 01 / 05 / 11 

LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

'I'X439006 - 09P !PHILLIP W FOUTS ST OF TX 

· •·n o THE 
' :'k ROF 

EXAC~~~~3, 978dols75cts 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701 -1495 

DATE: 

I 
MONTHS 

12 

BANK 

61-8 

620 
No 32835 

12/02/2011 
RENTAL PERIOD 

FROM TO 

01 /05 / 12 01 /05 / 13 
I PAY EXACTLY 

I $3,978.75 



ENERGEN 
. RE S O U R C E S 

..... 
• 

• •••••• • • 

. .. . . . 
• • • • 

• ••••• . 
•• • • • • • •• 

• •••••• • • 

December 8 20 II 

State of Texas 
Commissioner of the General Land Office 
I 700 ortb Congress A venue 
tephen F Austin Building 

Austin , TX 78701- 1495 

RE: Rental Payment 

Please find enclosed the rental payments due under the terms of the oi l and gas leases 
identified below fo r the month of January. 2012 . 

Check 0 File 0. Lessor Due Date 

32825 TX439006-04P William E Fouts 01-05-12 
32827 TX439006-05P Judith F Patrick 01-05-12 
32829 TX439006-06P David Evans Exempt Trust 01-05-12 
32831 TX 4 3 9006-07P David Fouts 01-05-12 
32833 TX439006-08P Steve Bates Toon Ol-05- 12 
32835 TX439006-09P Phillip W Fouts Ol -05-12 
32837 TX439006-l OP Martha T Cheadle 0 1-05-12 

To confi rm for our files that you have received the above mentioned payment(s) please 
fill in the RECEIVED ON date of the check copy and return it to Energen Resources 
Corporation in the enclosed return envelope. 

Thank you for your consideration in this matter. 

Yours truly, 

Energen Resources Corporation 

B~C~~~ 
Lease Analyst IV 

Energen Resources Corporation, an Energen Company 605 Richard Arnngton, Jr. Boulevard North, B~rm1ngham. AL 35203.2707 205
.
326

.
2710 



•• • 
•• • 

• • • 
•• • 

• • • 
•• • 

PAYo.IENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS MADE IN A MANN~~lfo St~~r~~MRfJI!IH~ w~:~g~~~~J'~J~~J~N~0~E~~~~~~ +1 WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo J: 2 7 o 4 5 g 5 .. SHUT IN RECEIPT BIRMINGHAM, ALAB .. ENERGEN RESOURCES CORPORATION Page 1 o f 1 

• 605 Richa rd Arnngton Blvd N orth 
DATE NO. •• • Birmingham. Alabama 35203-2707 12102/2011 32831 

• T elephone (205) 326·8139 
LEASE RECORDS ACCOUNT I RENTAL PERIOD 

I• • • COUNTY STATE RECORDED·BOOK PAGE DATE OF LEASE MONTHS FROM TO 

• . REEVES TEXAS 868-534 01/05/11 12 01 /05/12 01 / 05 / 13 

LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

: TX4 3 9006 -0 7 P jDAVI D FOUTS ST OF TX 

• ••• P/0¥ TO THE STATE OF TEXAS 
ORDER OF 

COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETILEMENT OF RENTAL/SHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

ENERGEN RESOURCES CO** DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN , TEXAS 78701-1495 

TRACT 
52731 
H&GN A- 5793 2 36 

~,978.75 

RECEIVED 0 .. 2Q__ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK. CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE. SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT 

$3,978.75 

BANK 

:i\ 
\ 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 



•• • .. 
• 

- ~ • 

• • 

•• • 

PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW. PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS MADE IN A MANN~~TfO Sd%~t6WMR.g~~~ 1~wr::g~~~~~~~~~u"~lN~0~E~~~~~J +6 WHEREIN YOU ARE NAMED DEPOSITORY 

• '.'I'! !EN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo 
BIRMINGHAM ALABAMA 

••• ENERGEN RESOURCES CORPORATIO N 
SHUT IN RECEIPT 

605 R1chard Amngton B lvd North 
• B1rm1ngham, A labama 35203-2707 DATE 12/02/2011 NO. , ... 

i • Telephone (205) 326-8139 
~ LEASE RECORDS A CCOUNT I RENTAL PERIOD 

• • COUNTY STATE . - RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM 

Page 1 of 1 

32831 

TO 

(; • . REEVES TEXAS 868-534 01 / 05 / 11 1 2 01 / 05 / 12 01 / 05 / 13 
, • =... 

' ' • LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

q : TX439006-07P DAVID FOUTS ST OF TX $3,978.75 
• • 
• 

. , ,fTO THE STATE OF TEXAS RECEIVED 0 2Q__ 

THE AMOUNT SHOWN ABOVE I ()Rl ' I:R OF COMMISSIONER OF THE GENERAL LAND OFFICE I 
I 

I 
I 

1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

rEf.EIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
1,\1 1oCI IIS IN FULL SETILEMENT OF RENTAUSHUT-IN DUE PARTY 
•,~;.• (() COVERING OUR INTEREST IN OIL AND GAS 
I I"A'lE DESCRIBED HEREIN 

TO BE CREDITED TO 

ENERGEN RESOURCES CO** DELAY RENTALS •• 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1 7 00 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 78 701 - 1495 

TRACT 
52731 
H&GN A- 5793 2 36 

NAME OF BANK_ CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE. SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT BANK 

$3 , 97 B_7 5 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 

::.: tJ ERGEN RESOURCES CORPORATION 
:~·; Richard Amngton B lvd North 
·'o:"1rngham, Alaba ma 35203-2707 
• _ :r;>hone (205) 326-8139 

COUNTY STATE 

REEVES TEXAS 

LEASE RECORDS ACCOUNT 

Wells Fargo 
BIRMINGHAM, ALABAMA 

RECORDED-BOOK PAGE DATE OF LEASE 

868-534 01 / 05 / 11 

DA TE: 

I 
MONTHS 

12 

61-8 
620 

1210212011 

No 32831 

RENTAL PERIOD 

FROM TO 

01 / 05 / 12 01 / 05 / 13 
LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER I PAY EXACTLy 

L __ ~_·x_4 __ 3_9_o_o_6_-_o_7_P __ ~I_D_A_v_r_D __ F __ o_u_T_s __ s_T __ o __ F __ T_x _____________________________ L_I __________ s3~,9_7_8_.7_s ~ 

I • IV,O THE 
, 'lCEH OF 

EXAC~~~~3,978dols75cts 

STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTI N BUILDING 
AUSTIN, TX 78701 -1495 



ENERGEN 
R ESOU R C E S 

December 8, 201 1 

State ofTexas 
Commissioner of the General Land Office 
1 700 North Congress A venue 
Stephen F Austin Building 
Austin, TX 78701-1495 

RE: Rental Payment 

Please flnd enclosed the rental payments due under the terms of the oil and gas leases 
identified below for the month of January, 2012. 

Check No Fi leNo. Lessor Due Date 

32825 TX439006-04P William E Fouts 01-05-12 
32827 TX439006-05P Judith F Patrick 01-05-12 
32829 TX 4 3 9006-06P David Evans Exempt Trust 01 -05-12 
32831 TX439006-07P David Fouts 01 -05-12 
32833 TX439006-08P Steve Bates Toon 01-05-12 
32835 TX439006-09P Phillip W Fouts 01-05-12 
32837 TX439006-10P Martha T Cheadle 01-05-12 

To confirm for our files that you have received the above mentioned payment(s) please 
flU in the RECEIVED ON date of the check copy and return it to Energen Resources 
Corporation in the enclosed return envelope. 

Thank you for your consideration in this matter. 

Yours truly, 

Energen Resources Corporation 

B~C~~~ 
Lease Analyst TV 

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203·2707 205.
326

_
271 0 



•• • ••• 

PAYMI:,"7 '!'MAnE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 
-' DATE SIGN AND RETURN THIS RECEIPT ON THE DAY YOU RECEIVE IT. 

THIS PAYMENT IS MADE IN A MANNER TO CONFORM TO THE TERMS OF THE INSTRUMENT REFERRED TO WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo 

SHUT IN RECEIPT BIRMINGHAM. ALABAMA 
ENERGEN RESOURCES CORPORATION 

12/02/20112 7 0 4 5~.2 
Page 1 o f 1 

• 605 Richard Arnngton Blvd N orth 
Birmingham, A labama 35203-2707 DATE 32825 

• Telephone (205) 326-8139 
•• • 
... : LEASE RECORDS ACCOUNT l RENTAL PERIOD 

• • • 

• COUNTY 

.••. REEVES 
•• 

STATE RECORDED-BOOK PAGE 

TEXAS 868-510 

DATE OF LEASE MONTHS FROM TO 

01 / 05 / 11 12 01/05/12 01/05/13 

•• • 
• • 1.: LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

• • • 
•• • 

• I wiLLIAM TX439006-04P E FOUTS ST OF TX 
• • • • • PAY TO THE STATE OF TEXAS 

e~EROF 
• COMMISSIONER OF THE GENERAL LAND OFFICE 

1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701 -1495 

RECEIPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
WHICH IS IN FULL SETILEMENT OF RENTAUSHUT-IN DUE PARTY 
NAMED COVERING OUR INTEREST IN OIL AND GAS 
LEASE DESCRIBED HEREIN 

TO BE CREDITED TO 

ENERGEN RESOURCES CO** DELAY RENTALS ** 
STATE OF TEXAS 

. 

COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 7B701-1495 

TRACT 
52731 
H&GN A-5793 2 36 

.I $2,705.55 
1 

RECEIVED 0 2Q__ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK. CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE. SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT BANK 

$2,705.55 

Pi FASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 



PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PA;MENT IS MADE IN A MANN~~ lfo sdg~t~RMRfJ~~~ W'~M\Eg~~~~~~~~·~wJr:JN~O,{'E~~~~~J +1 WHEREIN YOU ARE NAMED DEPOSITORY 

l i'HEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Fargo 

SHUT IN RECEIPT BIRMINGHAM ALABAMA 
EN ERG EN RESOURCES CORPORATION Page 1 of 1 '. • 

I f' . 8 • . . 
~ t4' ~ • 

• I I 
• I 

• . . .. 
• •• .. 

• • ... 

605 Richard Arnngton Blvd North 
B1rm1ngham, A labama 35203-2707 
Telephone (205) 326·8139 

COUNTY STATE 

!"~EEVES TEXAS 

DATE 12102/2011 NO. 32825 

LEASE RECORDS ACCOUNT I RENTAL PERIOD 

RECORDED-BOOK PAGE DATE OF LEASE MONTHS FROM TO 

868-510 0 1 /05/11 12 0 1 /05/12 01 /0 5 / 13 

o I 
' . LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER PAY EXACTLY 

••• . 
.. 

• • •l f· 

• • 
• TX439006-04P WILLIAM 

• • 
~·• TO THE STATE OF TEXAS 

E FOUTS ST OF TX 

,r 
•• •• . :' iiER OF •• • COMMISSIONER OF THE GENERAL LAND OFFICE 

1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701 -1495 

r.r:Cf iPT IS HEREBY ACKNOWLEDGED OF THE AMOUNT STATED 
v.•IICH IS IN FULL SETILEMENTOF RENTAUSHUT·IN DUE PARTY 
' .I.W ' D COVERING OUR INTEREST IN OIL AN D GAS 
LEPSE DESCRIBED HEREIN 

.· 

TO BE CREDITED TO 

ENERGEN RESOURCES CO* * DELAY RENTALS ** 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN , TEXAS 78701 - 1495 

TRACT 
52 7 31 
H&GN A- 5793 2 36 

$2,705.55 

RECEIVED 0" 2Q__ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK CORPORATION OR INDIVIDUAL 

BY 

PAYEE WILL PLEASE DATE. SIGN AND RETURN THIS RECEIPT 
BY NEXT MAIL OFFICERS SIGNING FOR CORPORATIONS WILL 
PLEASE GIVE FULL NAME AND TITLE 

RENTAL AMOUNT BANK 

$2 ,705 .55 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 

: .NERGEN RESOURCES CORPORATION 
'·t.:) i(ichard Arnngton Blvd North 
r, m~orogham. Alabama 35203-2707 
• ~o:rmone (205) 326·8139 

LEASE RECORDS ACCOUNT 

Wells Fargo 
BIRMINGHAM, ALABAMA 

COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE 

REEVES TEXAS 868-510 01 /0 5 / 11 
LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

TX439006-04P WILLIAM E FOUTS ST OF TX 

; ''TO rHE 
•, ,!;ROF 

EXAC~~~~2, 705dols55cts 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

61·8 
620 No 32825 

DATE: 1210212011 

I RENTAl PERIOD 

MONTHS FROM TO 

12 01 / 05 / 12 01 / 05 / 13 
I PAYEXACTLY 

I $2,705.55 



' ... 
I 

I It ( 

'. . 
If (I 

I 

ENERliEN 
RESOURCES 

December 8, 2011 

State ofTexas 
Comm.issioner of the General Land Office 
1700 North Congress A venue 
Stephen F Austin Building 
Austin, TX 78701-1495 

RE: Rental Payment 

Please find enclosed the rental payments due under the terms of the oil and gas leases 
identified below for the month of January, 2012. 

Check No File No. Lessor Due Date 

32825 TX439006-04P William E Fouts 01-05-12 
32827 TX439006-05P Judith F Patrick 01-05-12 
32829 TX 4 3 9006-06P David Evans Exempt Trust 01 -05-12 
32831 TX439006-07P David Fouts 01 -05-12 
32833 TX439006-08P Steve Bates Toon 01-05-12 
32835 TX 4 3 9006-09P Phillip W Fouts 01-05-12 
32837 TX439006-10P Martha T Cheadle 01-05-12 

To confirm for our files that you have received the above mentioned payment(s) please 
fill in the RECENED ON date of the check copy and return it to Energen Resources 
Corporation in the enclosed return envelope. 

Thank you for your consideration in this matter. 

Yours truly, 

Energen Resources Corporation 

~{.~ 
Billie E. Lopez, CPL T A 
Lease Analyst IV 

Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boule~ard North, Birmingham, AL 35203-2707 205.326.2710 



File o. _ } 2. \<6 t-) 
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• 
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I • ••• 

• 
• •• • • •••• 

BOOK 68 Pb.Gt mFt/L--1 ~ 4-A 

FILE# 1105 

Gener~ ... .and Q",r•ce 
Rehnqu1shment Act Lease Form 
Rev.sect September 1997 

~ustin, 'ID:exas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered into this.[!!)__ day of li.Ja2Jn'-llul>au:rvl._ _____ .20.11__ . between the State of Texas. act1ng 

by and through Its agent, DaVId Evans TNstee of the Qavod Evans Exemot Trust 

of P 0 . Box 31519 Houston TX 77231 

(Grve Permanent Address) 

sa1d agent hereon referred to as the owner o f the SOli (whether one or more). and ..,E"'n,.er,g.,.e"'n_,R,..e...,s"'o,.ur"'c"'es...,.Co,.,_.ro..._ _ _____________ _ 

of 3300 Nonh ·A· Street Bu11d1ng 4 SUite 100 Midland. TX. 79705 

(Give Permanent Address) 

he<emafler called Lessee. 

1. GRANTING CLAUSE. For and in conslderauon of the amounts stated below and of the covenants and agreements to be pa1d. kept and 
performed by Lessee under this lease. the State of Texas actm9 by and through the owner of the sotl. hereby grants. leases and lets unto Lessee for 
the sole and only purpose of prospecttng and dolling for and prodoong oil and gas. layong p1pe lines. bu11d1ng tanks. stonng 011 and butld1ng power 
stattons. telephone lines and other structures thereoo. to produce. save. take care of. treat and transpol'! said products of the tease. the follOWing lands 
s1tuated in Reeves County. State of Texas. to-wi t: 

All of the NW/2 of Section 36, BIOICk 2. H&GN RR Co. Survey 

SEE EXHIBIT .A. ATIACHED HERETO AND MADE APART HEREOF 

conta1nlng ,.3"'18"-"30"--- -- acres. more or less. The bonus cons1deraUon paid for th1s tease IS as follows: 

To the State of Texas: Seventy-N1ne Ihousand F1ve Hundred Seventv-Rve --and- No/100's- - ­

Doltars ($79 575 00 

To the owner of the sotl: Seventy-N1ne Thousand Five Hun!lred Seventy- Ave --an<!-No/100's---­

Dollars ($79 575 00 

Total bonus cons1derauon: One Hundred Fifty-Nine Thousand One Hundred F;fty 

Dollars ($ 159 150.00 

an!I-- No!J OO's 

The total bonus cons1derauon pa1d represents a bonus of One Thousand F1ve Hun!lred - - an!I---No/100's-- - ­

--- ------------- Dollars ($1 500.00 ) per acre. on 106 1 net acres. 

2. TERM. SubJecllo the other provos1ons 1n this lease. thts lease shall be for a term of three f3l years from 
thts date (hereto called ·pnmary tenn") and as tong thereafter as oil and gas. or e1ther of them. tS produced to payong quanb!Jes from satd land. As used 
•n thts lease. the lenn ·produced in paying quanbues· means thai the recetpts from the sale or other aulhonzed commeraal use of the subs1ance(s) 
covered exceed out of pocket operational expenses lor the s1x months last past. 
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3. DELAY RENTALS. If no well is commenced on the leased premrses on or before one (1) year from this date. this lease shalllermrnate. 

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 addrtion. 
Lessee shall pay or lender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS. a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one ( 1) year from said date. Payments under this paragraph shall be In the following amounts: 

To the owner of the soil: Fifteen Tllousand Nine Hundred Fifteen --and--50/l!XC== 

Dollars ($..c15,.95l..1,_,5w00ot_ _____ _ 

To the State of Texas: Fifteen ThOIJsand Nine Hundred Fifteen --and--5011~ 

Dollars ($15 915.00 ) 

Total Delay Rental: Thi!ly-Qne !housand E19ht Hundred Thj!ly and NQ/100's 

Dollars ($,._31"'.8""3"'0'-'.00ot_ _____ -' 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each dunng the pnmary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
ass.gnee of th•s lease. and may be delivered on or before the rental paying date. If the bank designated In !his 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 farlure to make such payments or tenders of rental until thirty (30) days alter the owner of the soil shall deliver to Lessee a proper 
recordable rnstrument namrng another bank as agent to recetve 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 
provrded for In this tease to the Commissioner of the General Land Office of the State of Texas. at Austin, Texas. and one·half (1/2) of such royalty to the 
owner of the soli: 

(A) OIL Royalty payable on oil, which rs defined as lnduding all hydrocarbons produced In a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarlbons recovered from oil or gas run through a separator or other equipment, as hereinafter provided, 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the COmmissioner of the General 
Land Office, such value to be determined by 1) the highest posted price, plus premlum. lf any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarlbons. respectively. of a like type and gravity In the general area where produced and when run, or 2) the highest market pnce thereof offered or 
pard 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 10 the royalty owners through an adequate oil 
and gas separator of conventional type, or other equipment a! 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 lhe royalty owners upon 
such terms and conditions as thley prescnbe. 

(B) NON PROCESSED GAS. Royalty on any gas (induding flared gas). which Is defined as all hydrocarbons and gaseous substances not 
defined as ollln subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline, liquid hydrocarlbons or other products) shall be 1/4 part of the gross production or the market value thereof. at the 
option of the owner of the soil or the Commissioner of the General Land Office. such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever Is the greater. 
provided that the maximum pressure base In measuring the gas under this lease shall not at any time exceed 14.65 pounds per SQuare Inch absolute. 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law. and for specific 
gravity according to tests made by the Balance Method or by !he most approved method of testing being used by lhe Industry at the time or testing 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery ol gasot1ne or other liouid 
l"rydrocarbons shall be 1/4 part of the residue gas and tho lrqu1d hydrocarlbons extracted or the market value thereof. at thO opoon of the owner 
of the soil or the Commrssioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of lhe total plant 
production of residue gas attributable to gas produced from this lease. and on fifty percent (50%), or that percent accrurng to Lessee. whichever Is the 
greater. of the Ictal plant production of liquid hydrocarbons attnbutable to the gas produced from this lease; provided that If liquod hydrocarbons are 
recovered from gas processed m a plant In which Lessee (or Its parent. subsrdiary or affiliate) owns an interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there Is no such third party, the highest percent then being specified In processing agreements or contracts In 
the industry). whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarlbons) 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 respecilve grades of liquid hydrocarbons). w!lichever Is the greater. In no event. however. shall 
the royalties payable under this paragraph be less !han the royalties Which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carlbon 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 1/4 pan of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, 
such market value to be determined as follows: 1) on the basis of the highest market price of eaCh product for tho 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. 

s. MINIMUM ROYALTY. Dunng any year after the expiration of the pnmary term of thrs 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 !he Ictal annual delay rental herein provided; otherMse. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this tease a sum equal to the total annual rental less the 
amount of royalties paid during the precedrng year. If Paragraph 3 of this lease does not specify a delay rental amounl then for the purposes of this 
paragraph. the delay rental amount shall be one dollar ($1.00) per aae 
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6. ROYALTY IN KIND. No1W1thstand1ng any other proVIsion 1n thiS lease, at any lime or from lime to lime, the owner of the so1l 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. reqwe that the 
payment o f any royalties accru1ng to such royalty owner under this lease be made in k1nd. The owner of the soil's or the Commissioner of the General 
Land Offices nght to lake rts royalty 1n krnd shall not drmrnrSh or negate the owner of the soil's or the CommisS!Oiler of l/'le General Land Office's rights 
or lessee's ob~gauons. whel/'ler elCj)ress or rmphed, under thos lease 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under th1s lease (rncludrng those paid in krnd) shall be wtthout deductoon for 
the cost of producmg. gathenng. stonng. separating, treating. dehydrating, compressing, processing, transporting. and otherwise making the oil, gas and 
ol/'ler products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value rece1ved, 1nclud1ng any reimbursements 
for severance taxes and producoon related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty Shall be payable on any gas as may represent th1s lease's proporuonate share of any fuel 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of th1s lease. and subject to the written consent of 
the owner of the soli and the Commissioner of the General Land Office. l essee may recyde gas for gas lift purposes on the leased premises or for 
Injection Into any od or gas producing formabOn undenyrng the leased premrses after the hquld hydrocarbons conta1ned In the gas have been removed. 
no royaloos shall be payable on the recyded gas until it IS produced and sold or used by lessee on a manner which entiUes 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 l and Office at 
Austin, Texas, in the following manner: 

Payment of royalty on prodUCIJOn of 011 and gas Shall be as prOVIded on the rules set forth on the Texas Reg1ster Rules c:urrenUy proVICe that royalty on oil 
IS aue and must be receoved on the General Land Office on or before the 5th day of the second month succeeding tne montn of prooua.on and ro)<Jity 
on gas 1s oue and must be receoved on the General land Office on or before the t 5th day of the second montn Succeeding tne montn of prooucoon 
accompanied by the affidavrl of the owner. manager or other aulhonzed agent, completed in the form and manner prescnbed by the General Land Office 
and ShOwtng the gross amount and drspos1b0n of all orl and gas produced and the market value of the 011 and gas, togelher With a copy of all documents 
records or repons confirming the gross productJon, d1spos1bon and market value indud1ng gas meter read1ngs, PIPeline rece1pts, gas tone rece1pts and 
other checks or memoranda of amount produced and put Into pipel1nes. tanks, or pools and gas lines or gas storage, and any other reports or records 
wtliCh the General land Office may requtre to venfy the gross production. diSpoSition and market value In all cases the authonty of a manager or agent 
to act for the Lessee herein must be filed In the General land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remittance advice shOWing by the ass1gned General land Office lease number the amount of royalty be1ng paid on each lease. If lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due. !/'len Lessee owes a penalty of 5% on the royalty or $25.00, wtllchever Is 
grealer. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10'/o of the royalty due or $25 00 wt11chever Is greater. In addition 
to a penalty, royalties shall accrue Interest at a rate of 12% per year. such Interest Will beg1n to accrue wtlen the royalty Is Sixty (60) days overdue 
Affidavots and supporting documents wll1ch are not filed wtlen due shall Incur a penalty In an amount set by the General Land Office adm1mstraove rule 
wll1ch Is effective on the date wtlen l/'le affidaVItS or supporting documents were due. The Lessee shall bear all responsibi lity for paying or caus1ng 
royalties to be pa1d as prescnbed by the due date provoded herein. Payment of the delinquency penalty shall 1n no way operate to prohibit l/'le State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were originally due. The above penalty provts10ns shall not apply 1n 
cases of t1Ue dispute as to the State's porbOn of the royalty or to that portion of the royalty 1n dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. lessee shall annually fum1sh the CommiSSioner of the General land Office 
wtth its best posSible estimate of 011 and gas reserves underlying this lease or allocable to th1s lease and shall fum1Sh said CommiSSioner With copies of 
all contracts under wtlich gas Is sold or processed and all subsequent agreements and amendments to such contracts wtthin thirty (30) days after 
entenng Into or making such contracts. agreements or amendments Such contracts and agreements wtlen received by the General Land Office shall be 
held 1n confidence by the General Land Office unless otherwtse authonzed by lessee. All other contracts and records pertaining to the produc~on. 

transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and d1scharges of all wells 
tanks, pools, meters. and p1pehnes 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. Wntten notrce of all operations on this lease shall be submitted to ihe Commiss1oner 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 wntten nooce to the GeneraiTand Office shall include copies of Railroaa Commlsston forms for applicaoon to dnll. Cop1es of well tests 
completion reportS and piugg1ng reports shall be supplied to the General land Office at the lime they are filed With the Texas Railroad CommiSSion All 
apphcauons. permits, reports or other fi11ngs that reference thiS lease or any speofic well on the leased prem1ses and that are submitted to the Texas 
Ra1lroad Commission or any other governmental agency shall include the word "State" In the title. Additionally, in accordance With Ra1lroad CommiSSion 
rules, any stgnage on the leased premises for the purpose of identifying wells, tank battenes or other associated Improvements to the land must also 
Include the word "State." Lessee shall supply the General land Office wtth any records, memoranda, accounts, reports. cuttings and cores. or other 
information relative to the operatoon of the abov!Klescnbed premises. wtllch may be requested by the General land Offrce, In addition to those hereon 
elCj)ressly provided for lessee shall have an electrical and/or radi03CbVIty survey made on the bore-hole secoon. from the base of the surface caSing to 
l/'le total depth of well, of all wells dnlled on the above descnbed prem1ses and shall transmit a true copy of the log of each survey on each well to the 
General Land Off1ce W1lh1n fifteen (15) days after the malong of said survey. 

(C) PENAL TIES. Lessee shall Incur a penalty wtlenever repor1s. documents or other materials are not filed in the General land Office wtlen 
due The penalty for late filing shall be set by the General l and Office adm1nostrat1ve rule wtl1Ch Is effectNe on the date wtlen the matenals were due 1n 
the General land Office 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and pnor to discovery and 
production of oil or gas on said land. lessee should drill a dry hole or holes !hereon. or If during the pnmary term hereof and after the discovery and 
actual production of oil or gas from l/'le 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 compiebOn of said dry hole or cessabcn of producbon lessee commences additional dnlling or 
reworl<rng oper.~bons theteon. or pays or lenders lhe next annual delay rental in the same manner as provided rn lilts lease. If, dunng the last year of the 
pnmary term or wtth1n srxty (60) days poor l/'lereto, 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 operat1ons until the expiration of the pnmary term; and If lessee has not resumed 
production in paying quantities at the elCj)rration of the primary tenn, lessee may maintain this lease by conducting additional drilling or reworking 
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operations pursuant to Paragraph 13. using the expiration of the primary term as the date of cessation of production under Paragraph 13. Should the first 
wen 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 pa)'lng date following the expiration of sixty (60) 
days from the date of completion of such shut·ln oil or gas well and upon the failure to make such payment. thos lease stlalllpso facto terminate. If at the 
expiratoon of the primary term or any time thereafter a shut.Jn oil or gas well Is located on the leased premises. payments may be made in accordance 
With the shut·on provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term. neither ool nor gas os beong 
produced on said land, but Lessee Is then engaged In dnlling or rewortdng operations thereon. this lease shall remain In force so long as operations on 
said well or for drilling or rewortdng of any additional wells are prosecuted In good faith and In workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation. and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas Is produced 
on pa)'lng quantities from saod land, or payment of shut.Jn oil or gas well royalties or compensatory royalties Is made as provided in this lease . 

13. CESSATION, DRILLING, AND REWORKING. If, alter the expiration of the primary term, productoon 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 dnlllng or reworking 
operations within sixty (60) days after such cessation, and this tease shall remain In full force and effect for so tong as such operations continue In good 
faith and on workmanlike manner Wlthoutlnterruptoons totaling more than soxty (60) days. If such dnlhng 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 premoses in paying quantities or payment 
of shut-In oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by taw. If the dnlling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional dnlhng or reworking 
operations Within s ixty (60) days alter the oornpletion of the weil as a dry hole, and this lease shall remain in effect so tong as Lessee continues drilling or 
reworkong operations in good faith and in a workmanlike manner without interrvptions totaling more than sixty (60) days Lessee shall gove written nouce 
t'l !'>e General Land Office Within thirty (30) days of any cessation of production 

14. SHUT-IN ROYALTIES. For purposes or this paragraph, "well" means any well that has been assogned a well number by the state agency 
haVIng jurisdoction over the production of ool and gas. If. at any time alter the expiration of the pnmary term of a lease that. until being shut ln. was being 
maonta ined in force and effect. a weil 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 o f suotable productoon 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 tease. but not tess than $1,200 a year for each well capable of producing oil or gas in paYing quantitoes. 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 ool or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
with the tease 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 soot. If the shut.Jn o il or gas royalty Is paid, the lease shall be considered to be a producing tease and the payment shall 
extend the term o f the tease for a period of one year from the end of the pnmary term, or from the first day of the month following the month In which 
production ceased. and, after that. If no suotable productoon facilities or suitable market for the oil or gas eXJsts, Lessee may extend the tease for four 
more successive periods of one ( 1) year by paying the same amount each year on or before the explratoon of each shut-in year. 

15. COMPENSATORY ROYALTIES. II, during the period the tease 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 withon one thousand (1 .000) feet of the teased premoses and completed in the same produang 
reservoor. or in any case in which drainage Is occumng, the right to continue to maintain the lease by paying the shut-In oil or gas royalty shall cease. but 
the tease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for lour more 
successive years by Lessee paying compensatory royalty at the royally rate provided in the lease of the market value of production from the well causing 
the draonage or which is completed In the same producing reservoir and within one thousand ( 1,000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General land Offoce and one-half (112) to the owner of the soil , beginnong on or 
before the last day of the month following the month in which the oil or gas Is produced from the well causing the drainage or that Is completed In the 
same producing reservoir and located within one thousand ( 1,000) feet of the leased premises. If the compensatory royalty paid In any 12-month period 
Is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance Wi th Paragraph 9 of this 
tease None ot these prOVISIOns will relieve Lessee of the obligatoon of reasonable development nor the olblogation to dnll offset wells as proVIded on 
Texas Natural Resources Code 52.173. however. at the determonation of the Commossooner and With the Commoss•oner s wnnen aoproval. the oavment 
of compe'lsatory roya1t1es can satisfy the obligatoon to dnll offset wells 

18. RETAINED ACREAGE. Notwithstanding any proVISion of this lease to the contrary. after a well producing or capable of produdng oil or 
gas has been completed on the leased premoses. Lessee shall exercase the dot.gence of a reasonably prudent operator in dnlhng such addotionat well or 
wells as may be reasonably necessary for the proper development of the leased premises and In marl<ehng the producbon thereon 

(A) VERTICAL. In the event this lease Is In force and effect two (2) years after the expiration date of the primary or extended term It shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of produdng In paying quantities and 320 acres 
surroundong each gas wei capable of producing in pa)'lng quantoties (indudong a sihut-in ool or gas welt as provided In Paragraph 14 hereof}. or a well 
upon whoch Lessee is then engaged in continuous drilling or reworking operations. or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency. or other governmental authority having jurisdiction If at any time after the effective date of the partial termination provisions hereof, the 
appl•cable field rules are changed or the well or wells located thereon are reclassified so that less acreage Is thereafter allocated to said welt 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 tease 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 smt subject to this lease for all purposes described In Paragraph 1 hereof. together with easements and rights-of-way for 
eXIsting roads. existing pipelines and other eXIsting facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retaoned lands and for the galhenng or transportatoon of oil, gas and other monerats produced from the retained lands. 
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(B) HORIZONTAL. In the event thos lease is In force and effect two (2) years after the expira~on date of the pnmary or extended term II shall 
further 1erm1nate as to all depths below 100 feet below the total depth dnlled (hereonafter "deeper depths") 1n each well located on aaeage reta1ned in 
Paragraph 16 (A) above. unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (112) of the 
bonus ong1na11y patd as consideration for thiS lease (as spedfied on page 1 hereof). If such amount is paid, this lease Shall be 1n force and effect as to 
such deeper depths. and said termination shall be delayed for an additional penod of tv.o (2) years and so long thereafter as oil or gas Is produced 1n 
payong quanubes from such deeper depths covered by thos lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearty as pracucal. be 1n the form of a 
square woth tho well located In the center thereof. or sUCh other shape as may be approved by the Commissioner of the General Land Office. W1th1n 
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 descnptoon 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. acx:ompan1ed by the fihng fee prescnbed by the General Land Office rules In effect on the date the release 1s filed. If Lessee fa1is or refuses 
to execute and record sUCh release or releases wo1h1n nonety (90) days after be1ng requested to do so by the General Land Office. tinen the 
Comm1ss1oner at hos sole dlsaebon may desognate by written instrument the aaeage 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 
dBSlQnation Shall be btnd1ng upoo Lessee for all purposes. 

17. OFFSET WELLS. Neother the bonus. delay rentals. nor royaloes paid. or to be paid. under this lease Shall reheve Lessee of hts obligation 
to protect tho oil and gas under the above-described land from being drained. Lessee. sublessee. rece1ver or other agent in control of the leased 
premises shall droll as many wells as the facts may jusofy and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
011 and gas from the leased premises In add1bon. if ool and/or gas should be produced in commerCial quan~ties woth1n 1.000 feet of the leased prem1ses 
or 1n any case where the leased prem1ses IS be.ng dra1ned by producoon of oil or gas. the Lessee. sublessee. rece1ver or other agent 1n control oltne 
leased prermses shall 1n good fa•th beg•n the dnlling of a well or wells upon the leased prem1ses ..., thin 100 days after tne draonong IM!If or 1M!IJs or tne 
well or ~o~ells completed wothiO 1.000 feet of the teased prem•ses stan producong 1n commercoal quan~~es and Shall prosecute such onlling wom dlloge.nce 
F311ure 10 sat1sfy the statutory offset obhgauon may subrect thiS lease and the owoner of the soli s agency nghts 10 forfe11ure Only upon the de1enn1nauon 
of the CommiSSIOner of the General Land Office and With h1s wntten approval may the payment of compensatory royalty under applicable statutory 
parameters sa~sfy the obligation to dnll an offset IM!If or wells reqwred under this paragraph. 

18. FORCE MAJEURE. If. after a good fa1th elton. Lessee Is prevented from complyong woth any express or omploed covenant of thos lease. 
from condu~ng dnlling operations on the leased premises. or from producong oil or gas from the leased premoses by reason of war. rebelliOn. riots. 
stnkes. acts o f God. or any valid order, rule or regulation of government authonty, then while so prevented. Lessee's obligation to comply woth sUCh 
covenant shall be suspended and Lessee Shall not be hable for damages for failure to comply With such covenants. addouonaHy, thos lease shall be 
extended while Lessee Is prevented. by any sUCh cause. from conductJrog dnlhng and rev.orltong operatoons 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 maonta1n th1s lease In effect dunng the pnmary term 
In the absence of such dnlllng or rev.orlt1ng operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the so1i warrants and agrees to defend bUe to the leased premoses If !he owner of the sod defaults 
in payments owed on the leased prem1ses. !hen Lessee may redeem the nghts of the owner of the soll1n the leased premises by payong any mongage. 
taxes or other liens on the leased premoses If Lessee makes payments on behalf of the owner of the sod under thos paragraph. Lessee may re.oover the 
cost of these payments from the rental and royallies due the owoner of tine sod. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the SOil owns less than the enbre undivided surface estate 1n the above 
desa1bed land. whether or not Lessee's lnte<est os specofied herein. then the royalues and rental hereon proVIded to be pa1d to the owoner of the soot shall 
be paid to him In the proporuon which his Interest bears to the enure und1vided surface estate and the royalties and rental here1n proVIded to be pa1d to 
the Commlssooner of the General Land Office of the State of Texas Shall be hkewtse proportionately reduced. However. before Lessee adjusts the 
royalty or rental due to the CommosSioner of the General Land Office. Lessee or hiS autinonzed representa~ve must submot to the Commissioner of the 
General Land Office a written statement wh1ch expla1ns the discrepancy beiWeen the Interest purportedly leased under this lease and the actual 1nteres1 
owned by the owner of the soli. The Commoss1oner 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 proponionate development and product1on cost allocable to such undivided Interest. However. In no event snail 
the Commissioner of the General Land Office receive as a royally on the gross production allocable to the undivided Interest not leased an amount less 
than the value of one-soxteenth (1/16) of sUCh gross production. 

(B) REDUCTION OF PAYMENTS. If. dunng the primary term. a ponoon of the land covered by th1s lease is Included wolh1n the ooun<tanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soli In accordance woth Natural Resources Code S~ons 
52 151·52.154. or of. at any ~e after the exporation of the pnmary term or the extended term. this lease covers a lesser number of acres than the total 
amount descnbed hereon. payments that are made on a per aae baSIS hereunder shall be reduced accord1ng to the number of aaes pooled. released. 
surrendered. or otherwose severed. so that payments dctermoned on a per aae basos under the terms of this lease dunng the pnmary term shall be 
calculated based upon the number of acres outsode the boundanes of a pooled unit. or. If after the exp1rauon of the pnmary term. the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the nght to use water produced on sa1d land necessary for operauons under thos lease except water 
from wells or tanks of !he owner of the soil ; proVIded. however. Lessee shall not use potable water or water suitable for livestock or imga~on purposes 
for waterflood operations without the pnor consent of the owner of the soli. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owoner of the so11 for damages caused by Its operations to all personal propeny. 
1111provements. bvestock and crops on 5ald land 

23. PIPELINE DEPTH. When requested by the owner of the sod. Lessee shall bury Its p1pei10es below plow depth 

24. WELL LOCATION LIMIT. No well Shall be dolled nearer than two hundred (200) feet to any house or bam now on sa1d prem1ses wolhout 
tho wntten consunl of the owner of the soil. 



• ...... 
• 

•• • • 

• 

• • •• 

• 
•••• • •••• 

BOOK b ti ~ PAGE 

25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and al proper safeguards to prevent pollubOn Without 
l1mit1ng the foregoing. pollution or coastal wetlands. natural waterways. nvers 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 lis disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties. Lessee shall buold and 
maintain fences around its slush. sump. and drainage pits and tank baUenes so as to protect livestock against loss. damage or 1njury: and upon 
completion or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up lhe drilling site or 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 lis original condition and contours as Is practicable. Tanks and 
equipment""" be kept painted and presentable . 

26. REMOVAL OF EQUIPMENT. Subject to limitations in !his paragraph. Lessee shall have lhe right to remove maChinery and fixtures ptaoed 
by Lessee on the leased premises. Including lhe right to draw and remove cas1ng, wilhln one hundred twenty ( 120) days after the expiration or the 
term1nation of this lease unless the owner of lhe soU grants Lessee an extension of !his 120-<lay period. However. Lessee may not remove casing from 
any well capable or producing oil and gas in paY'ng quan~Ues. AdditJonally. Lessee may not draw and remove casing unul after 1h1ny (30) days wnuen 
notice to lhe Commissioner of lhe General Land Office and to the owner of the soot. The owner of the soil shan become lhe owner of any machinery. 
fixtures. or casing which are not umely removed by Lessee under lhe terms of th1s paragraph 

27. (A) ASSIGNMENTS. Under the conditions contained in !his paragraph and Paragraph 29 o f this lease. the rights and estates of either 
pany to this lease may be assigned. in whole or In part. and the provisions or this lease shall extend to and be binding upon their heirs. devisees. legal 
representatives. successors and assigns. However. a change or division In ownership o f lhe land. rentals. or royalties will not enlarge the obligat1ons of 
Lessee. diminish the rights. privileges and estates of Lessee. Impair lhe effectoveness of any payment made by Lessee or Impair the effectiveness of any 
act oerformed by Lessee. And no change or division In ownership of lhe land. rentals. or royalties shall bind Lessee for any purpose until thiny (30) days 
a'ler the owner of lhe sooo (or his heors. deVIsees. legal representatives or assogns) fumtshes the Lessee wolh sauslactory wntten evidence of the change 
on ownershop. ondudong lhe anginal recorded munlments of htle (or a certified copy of such anginal) when the ownership changed because of a 
conveyance A total or parual assignment of this lease shall. to the extent of lhe Interest assigned. relieve and discharge Lessee of all subsequent 
obligations under !his lease If !his lease Is assigned in Its entirety as to only part of lhe acreage. the right and option to pay rentals shall be apportioned 
as between the several owners ratably. according to lhe area of each. and failure by one or more or them to pay h1s share of the rental shall not affect 
1h1s lease on lhe part of lhe land upon which pro rata rentals are timely paid or tendered. however. if the assignor or assignee does not file a certJfied 
copy of such assignment In the General Land Offoce before lhe next rental paying date. lhe entire lease shall termonate for failure to pay lhe en~re 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 or the lease. Including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provis1on In Paragraph 27(a). if the owner of the soot acquires !his lease in whole or In 
part by assignment without the prior written approval of the Commissioner of lhe General Land Offoce. this lease is void as of the time of assognment and 
the agency power of lhe owner may be forfeited by the Commissioner An assignment w.ll be treated as If It were made to the owner or the soil if the 
assignee os: 

(1) a nominee of the owner of the soil. 
(2) a corporation or subsidiary in which the owner of the soolls a principal stockholder or 1S an employee of such a corporauon or subsld1ary: 
(3) a partnership In which the owner of the soil is a partner or is an employee of such a partnership, 
(4) a principal stockholder or employee of the corporation which Is lhe owner of lhe soil: 
(5) a partner or employee in a partnership which Is the owner of the soil: 
(6) a fiduciary for the owner of the soli; Including but not limited to a guardian. trustee. executor. administrator. receiver. or conservator for lhe 
owner of the soil: or 
(7) a family member of the owner of the soil or related to lhe owner o f the soil by marriage. blood. or adoption. 

28. RELEASES. Under the condobOns contained In !his paragraph and Paragraph 29. Lessee may at any time execute and deliver to the 
owner of lhe sort and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender !his lease as 
to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is property surrendered. the 
delay rental due under th1s lease shall be reduced by the proportion that lhe surrendered acreage bears to the acreage which was covered by this lease 
nnmedtately pnor to such surrender: however, such release woll not relieve Lessee of any liabilities which may have accrued under th1s lease pnor to the 
SUfTende< or such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease Is assigned or released. such assognrnent or release must be 
recorded In the county where the land is situated. and the recorded instrument. or a copy of the recorded Instrument certofied by the County Clerk of the 
county on which the Instrument is recorded. must be filed In lhe General Land Office within 90 days of the last execution date accomoanoed by the 
presctibed filing lee If any such assignment Is not so filed. the rights acquired under this tease shall be subject to forfeoture at the oo~on of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to lhe lease of lhe above-desctibed land have been Included on th1s instrument. 
oncluding the statement of the true consideration to be paid for lhe execution of this lease and the rights and duties of lhe oarues Ally collateral 
agreements concerning the development of oil and gas from the leased prem1ses which are not contaoned in !his lease render this lease onva01d 

31 . FIDUCIARY DUTY. The owner of the soil owes lhe Stale a fiduciary duly and must fully disclose any facts affechng the State's Interest on 
lhe leased premises. When lhe 1nterests of lhe owner of lhe soil confloct IMth those of lhe State. the owner of lhe soli Is obligated to put the State's 

onterests before his personal interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum within thiny days after II becomes due. or if Lessee or an 
authorized agent should knowingly make any false retum or false report concerning production or drilling. or If Lessee shall fall or refuse to drill any 
offset well or wells In good laith 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 requored by law or fall to comply IMih rules and regulations promulgated by the General Land Office, the School 
Land Board. or the Railroad Commission. or or Lessee should refuse lhe proper authonty access to the records pertaining to operations. or if Lessee or 
an authonzed agent should knowingly fail or refuse to give correct onformation to lhe proper authority. or knowingly fall or refuse to furnish lhe General 
Land Office a correct tog of any well . or If Lessee shall knowongly violate any of the material proVIsions of this lease. or If this lease Is assigned and the 
assignment Is not filed in lhe General Land Office as requored by law. lhe nghts acquired under lhos lease shall be subject to forfeoture by lhe 
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Conomossooner, and he shall forfeot same wtoen sufficoenUy onformed of the facts which aulhonze a forfeoture, and wtoen forfeoted the area shall agaon be 
subject to lease under the terms of the Relonquoshment Act. However, nothong herein Shall be consii\Jed as waoving the automatrc termonallon of this 
lease by operation of law or by reason of any specoal lomotabon ansing hereunder. Forfeotures may be set aside and this lease and all nghts thereunder 
reinstated before the rights of another intervene upon sabsfactory evodence to tho Commissioner of the General Land Office of future comploanco woth 
the pro111sions of the law and of thos lease and the rules and regulations that may be adopted reiawe hereto. 

33. LIEN. In accordance woth Texas Natural Resources Code 52.136. the State shall have a forst ~en upon all oil and gas produced from the 
area covered by thos lease to secure payment of all unpaod royalty and other sums of money that may become due under this lease. By acceptance of 
this tease. Lessee grants the State. on addooon to the lion provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen. an 
express contractual lien on and security interest on all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leaseo monerals. wnether such proceeds are held by Lessee or by a third party, and all fixtures on and Improvements to the 
leased premoses used on connectron woth the prooucuon or procesS#lQ of sUCh leased monerals on 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 sutter by reason of Lessee's breach of 
any covenant or condooon of this lease. wtoether express or omploed. Thos lien and secunty interest may be foreclosed woth or wothout court procoedongs on 
the manner provided on the Title 1, Chap 9 of the Texas Busoness and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such lnsii\Jments as may be reasonably necessary to ackno!Medge, attach or perfect thos lien. Lessee hereby represents that there 
are no pnor or supenor hens ansong from and relaung to Lessees acuvobes upon the above-Oescnbed properly or from Lessee's acqulsillon of thos lease. 
Should the Commossioner at any ume determ1ne tnat tillS representauon os not true, then the CommosSIOner may declare th1s lease forfeoted as provided 
hereon . 

34. POOLING. Lessee os hereby grantee the ngnt to pool or unouze the royalty onterest of the owner of the soil under this lease woth any other 
leasehOld or moneral onterest for the explorauon. ceveiOpment and prooucuon of ool or gas or eother of them upon the same terms as shall be approvec 
oy tne Scnoct Land Boarc ana the CcommoSSI.Jner of tile General Land Offiu for the poolong or Ufllll2Jng of the interest of tne State uncer tn<s lease 
pursuant to Texas Natural Resources Code 52 151·52 154 The owner of the sool agrees that the onduSIOn of thos pro111soon on thos lease sansfies the 
execuuon requorements stated on Texas Natural Resources Code 52 152. 

35. INDEMNITY. Lessee hereby releases and doscharges the State of Texas and the owner of the soot. theor officers. emplOyees. partners 
agents. contractors. subcontractors. guests. ln111tees. and their respective successors and assogns. of and from all and any ecoons and causes of acuon 
of every nature. or other ham1, InCluding environmental harm, for which recovery of damages is sought. oncJud1ng. but not llm1ted 10. all losses and 
expenses whoch are caused by the activities of Lessee. Its officers. employees, and agents arising out of, lncodental to, or resulung from, the operabons 
of or for Lessee on the leased premises hereunder. or that may arise out of or be occaSioned by Lessees breach of any of the terms or provisoons of thos 
Agreement. or by any other negligent or strictly liable act or omossoon of Lessee. Further. Lessee hereby agrees to be toable for, exonerate. ondemnofy, 
defend and hold harmless the State of Texas and the owner of the soil, theor officers, employees and agents, theor successors or asSigns, against any 
and all ctaims, liablll~es. losses. damages, actions. personal Injury (1ndudlng death), costs and expenses, or other harm for wtolch recovery of damages 
is sought, under any theory Including tort. contract. or stnct liability, includ1ng anomeys' fees and other legal expenses. lncJuding those related to 
envoronmental hazards. on the leased premoses or on any way related to Lessee's fa1lure to comply woth any and all envoronmental laws: those ans1ng 
from or on any way related to Lessee's operauons or any other of Lessee's acu111bes on the leased premises: those anStng from Lessee's use of the 
surface of the leased premises, and those that may anse out of or be occasooned by Lessee's breach of any of the terms or pro111soons of thos Agreement 
or any other act or omisSIOn of Lessee, its dorectors. offocers. employees, partners, agents, contractors, subcontractors, guests, invotees, and theor 
respecuve successors and assogns. Each ass1gnee of thos 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 sool, their offtcers, employees, and agents In the same manner provided above in connectJon woth 
the act1vo0es of Lessee. 1ts officers. employees. and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE·EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contam1natoon or 
pollution of any environmental medium, lncJudlng soli, surface waters, groundwater, sediments. and surface or subsurface strata, ambient aor or any 
other envoronmental med1um In, on. or under. the leased premoses, by any waste, pollutant, or contaminant. Lessee shall not bnng or permot to remaon on 
the leased prem1ses any asbestos conta1nong matef'l31S, explosoves, toxoc matenals, or substances reg.iated as hazardous wastes. hazardous rrullenals 
hazardous substances (as the term ·Hazardous Substance" 1s defined on the Compreh..ns1ve Enwonmental Response. Compensallon ano wa.OIIoty AD. 
(CERCLA), 42 U S.C. Sections 9601 , et seq.), or toxoc substances under any federal, state. or lOcal law or regulaoon ("Hazardous Matenals"), except 
ord1nary products commonly used In connection with oil and gas exploration and development operations and stored in the usual manner and quanuoes 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. ThiS lease IS ISSUed under the ptOIIISIOOS of Texas Natural Resources Code 52 171 through 52.190, commonly 
known as the Rehnquoshment Act, and other applocable statutes and amendments thereto. and of any provosoon 1n lhos tease does not conform to these 
statutes, the statutes wolf prevail over any nonconform1ng lease pro110soons. 

-

-
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38. EXECUTION. This oil and gas lease must be signed and acknowiedged by the Lessee before it Is filed of record in the county records and 
on the General Land Office of the State of Texas. Once the fihng requorements found In Paragraph 39 of thos lease have been sa~sfied. the effective date 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed ol record in the otf~ce of the 
County Clerk In any county in which all or any part ol 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 lhe 
General Land Office In accordance with Texas Natural Resources Code 52.183. AddiUonally, this lease shall not be binding upon the State unless It 
recltes the actual and true consideration paid or promised tor execution ol this lease. The bonus due the State and the prescribed filing fee shalt 
accompany such certified copy to the General Land Office 

STATE OF TEXAS 

BY __ ~--------~~~~~---------
Indovodually and as agent lor the State of Texas 

Date·-------- ---

STATE OF TEXAS 

BY: ~~--~----~~~--~----------­
Indovidually and as agent lor the State of Texas 

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

STATE OF TEXAS 

BY ------~~~~~=------­
tndovodually and as agent lor the Staie of Texas 
Date· __________ _ 
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STATE OF ·;-; L C.._ ) (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF I)) 1d ((t t d ~ 
BEFORE ME. the undersogned aulhomy. on thos day personally .appeared ,' ~( ~ l ~ j t il,;-1 ~== J C:L 1/ • 

kOO'M'!Io me 10 be lhe person whOse name IS SUOSCI'Ibed 10 lhe !oregoong onsttumeniS as ~QJ£ [u ~· Qci';_,c__j__ )(L j /.~cH ..__. 
I ) • I 

of 1'( and aCknowledged to me !hal he 

executed lhe same or lhe purposes and conSlderatJOn thereon e essed. In lhe capaCity staled, and as the act and deed of said corpora~on . 

Govan under my hand and seal ol olfoce lhls the ...i:2.Jx/day of ,j -t }J. )A ItO 'I.Y . 20Lf_ . 

~'$-·i~: oesa f cAA<X. ww;£R k( t l ( LO o. t ) ,! CP C k£ L 
i·~'-i MYCOW.O~t.EIP'iiES - -
~~::i~'.$.·' Qclober21. 2011 Notary Pubhc on and lor _1'---'d=--,.t.fl~)...__.\'--------

··f..v:..... ; 

STATE OF--------­

COo.Jf\ TY OF--------

(CORPORATION ACMOWLEOGMENT) 

BEFORE ME the undersogned aulhonty. on lhos day personally appeared---------------------­

known to me to be the person whOse name os subscnbed to lhe foregoong instruments as-------------------­

of---------- --------------------------- and aeknowtedged to me that he 

executed lhe same for lhe purposes and consoderaiJOn thereon expressed. on the capaCity slated, and as the act and deed of saod corporatiOn 

Goven under my hand and seal of office thos the ___ day of---------· 20 __ . 

~ (' STATE OF \{'I \ 

COUNTY OF \ r\ ~ ?1 )\ (\ 

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

(INDIVIDUAL ACKNOWLEDGMENT) 

"~L' · (\ l f \) c~ \LC:. ·-\ ' L\ ~ , 
BEFORE ME. lhe undersigned aulhonty. on !his day personally appeared __,1----=. {....::..: \ '-'--....:...-------.....:....------

known 10 me to be lhe persons whOse names are subSCtlbed to lhe foregoing instrument. and aCknowledged 10 me thai !hey executed lhe same for the 

purposes and consoderaiJOn there111 expressed. 

II~ ~~ " I I \\ 
Given under my hand and seal of office this the __ >_ day of _,_-_t.:.· ....;1•"\_:(_;_';_~_C_l_t_,{.__. 20_. 

Notary Publtc on and for - f) r + 'Fe: Jl(\ ( Cl../ J"l t \ \l 
( ( 

STATE OF----- ---- (INOI P.J~.: "~0Wl.Ji!i1~TPJRNER 

·~·,.,,;;..- My Commossoon Expores COUNTY OF--------
[•; ~·t" Notary Public, State of Texas 

..... ,,.. May 01. 2012 
BEFORE ME. the undersogned authonty, on thos day personally appeared -------2~~~~~~~!!i;;;;;;i;iii!iiiiiiiiiii.;J 

known to me to be the persons whOse names are subscnbed to the foregoong onstrument, and aCknowledged to me lhatthey executed the same for the 

purposes and consoderaiJOn lllereon expressed 

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

Notary Public In and lor ____________ _ 
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EXHIBIT "A" 

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 20 II , by and 

between the State of Texas, acting by and through its agent David Evans, Trustee of the 
David Evans Exempt T rust, as Lessor and Energcn Resources Corp., as Lessee. 

In the event of conflict or inconsistency between tJ1e printed terms of this lease and these added 

ten11S of this lease, the added terms shall control and be deemed to supersede the printed terms of 

the lease . 

I. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the 
option to maintain this lease for an additional two (2) years by deli vering delay rentals for the 
second year in the amount of $31 ,830.00. One half ( 1/2) o f the second year delay rental will be 
paid to the Lessor and one hal f ( 1/2) will be paid to the State of Texas. Delay rental for the third 
year are included in the second year delay rental and if the second year is paid then no additional 
delay rentals are due under this lease. 
2. Marketing/Other Costs." Lessors' royalty on oil , gas and associated liquid or liquefiable 
hydrocarbons shall never bear, ei ther directly or indirectly, any costs or expenses to treat, store, 
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or 
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax 
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form 
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production 
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value 
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this 
lease of all such post-production costs and expenses, including costs of production, gathering, 
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and 
otherwise making the oil. gas and other products produced hereunder ready for sale or use." 
3. Royalty Payments Due. "All royalties that may become due hereunder shall commence to 
be paid on each well within ninety (90) days after the first day of the month following the month 
during which any well is completed and commences production. Thereafter all royalties on oil 
shall be paid to Lessor on or before the last day of the month following the month of production. 
and all royalties on gas shall be paid to Lessor on or before the last day of the seccnd month 
following the month of production. Royalties not paid when due shall bear interest payable to 
Lessor. their heirs or assigns, at the rate of2% above the prime rate as quoted by Chase Bank, 
. ·ew York City, ew York or its successors, commencing at the rate as quoted on the date such 
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall 
commence on the date payment is due and shall continue until payment is made in fu ll. In no 
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by 
such due date, Lessor may give Lessee written notice (by certified mail, return receipt requested 
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not 
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is 
a bona fide dispute or a good faith question, based on an attorney's written title opinion of 
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest­
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the 
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rightful royalty owner." The contents contained herein paragraph number 3. shall apply only to 
the owner of the surface and under no circumstance affect the Sate ofTexas. 
4. Oil and Cas Only. " ll is funher agreed and understood that this lease covers oi l and gas 
only (including, with all oil and gas, all cons tituent elements thereof and all other liquid or 
lique fiable hydrocarbons and products o f every kind and character derived therefrom and 
produced therewith), and all minerals other than o il and gas are excepted here-from and reserved 
to Lessor, including, but not limited to, coal, ligni te and uranium." 
5. Pooling: 
All pooling tenns and provisions hereafter described are subject to approval by the School Land 
board . 
Oil: Without Lessor's prior wriuen consent, which shall not be unreasonably withheld, Lessee 
may not pool any of the abo\e described land for an oi l well, unless Lessee includes at least one 
half of the leased premises wuhan the pooled unit; however, pooling for oil shall be a llowed if 
pooling i to include lands in theSE 2 of Section 36, Block 2. H&G RR. Co. Survey, Reeves 
County. Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no 
circumstances will less than one half of the leased premises be included in any pooled unit. 
Gas: In the event Lessee elects to pool or unitize the above described land with other land or 
leases for the production of gas and related hydrocarbons from a vertical well. then any gas unit 
or units so fonned may not exceed 180 acres. In the event Lessee elects to pool or unitize the 
above described land with other land or leases for the production of gas and related hydrocarbons 
from a hori zontal well , then any gas un it or units so fanned may not exceed 320 acres. 
6. Restrictions on Cas Pooling: 
All pooling tenns and provisions hereafter described are subject to approval by the School Land 
board. 
When T he nit WeU Is On Other Lands: 
Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing 
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized wi th 
other lands or leases so as to fonn a gas pooled unit or units and the unit well is not si tuated on 
the leased premises, then in such event, not less than one-hal f o f any such gas pooled unit shall 
be comprised of the leased premises; provided, however, should an insufficient amount of the 
leased premises be available to fu lfill this requirement. then in such event, all of the then 
remaining acreage out of the leased premises not previously allocated to a well or wells shall be 
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably 
withheld. 
When The Unit WeU Is On The Leased Premises: 
Furthennore, unless otherwise agreed to in writing, in the event a portion or portions of the 
leased premises are pooled or unitized with other lands or leases so as to fonn a gas pooled unit 
or units and the unit well is s ituated on the leased premises, then in such event, Lessee shall 
include all o f the herein leased premises or a ll o f the then remaining available acreage out of the 
leased premises not previously allocated to a well or wells, whichever the case may be, into said 
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld. 
7. Depth C lause. "Notwithstanding anythjng to the contrary contained herein one ( I) year after 
the expiration o f the primary tenn or after all continuous development operations have ceased, 
after the primary tenn, whichever is the later , shall release all depths I 00 feet below the deepest 
producing strata in the well or wells located within the individual Retained Tract." 
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8. Indemnity. "Lessee assumes all risk and liability of any kind and nature incident to, 
occasioned by or resulting in any manner from Lessee's operations hereunder, except that 
occasioned by Lessor's own gross negligence. Lessee agrees to keep said land duly and fully 
protected against liens of every character arising in connection with, or resulting from, said 
operations, and agrees to indemnify and hold Lessor, and its respective representatives, 
successors and assigns, harmless from and against any and all liens, demands, costs, expenses, 
allorney's fees. penalties, fines. remedial costs, restorations costs, judgments, suits and claims of 
any kind for damages occasioned by, or on account of, Lessee's (including Lessee's servants, 
agents, invitees, employees or independent contractors) operations, and against all claims for 
property damage, personal injury or death sustained by any person or persons whomsoever, 
natural or corporate, in connection with, or resulting from Lessee's operation hereunder, and 
whether or not involving active or passive negligence on the part of Lessee or its agents, 
contractors or employees . 
This lease. and all o f the rights of Lessee hereunder, is made subject to all federal , state and local 
laws, rules. orders and regulations pertaining in any way to protection of air, water, earth , 
environmentally sensitive or threatened plant or animal life or any other part of the ecological 
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called 
the "Environmenta l Laws"). Lessee shall defend, indemnify and hold Lessor harmless from any 
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or 
connected with (i) any failure to comply with any Environmental Law, and/or (i i) the physical 
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due 
to the actions or inactions of the Lessee, its employees, representati ve$, agents or assigns. The 
amounts covered by Lessee's indemnification of Lessor contained in the Preceding sentence 
shall include allorneys' fees and court costs. AND THE fNDEMNIFICATIO SHALL APPLY 
REGARDLESS OF WHETHER LESSEE WAS EGLIGENT, fN WHOLE OR fN PART. 
It is further specifically provided that in the event it becomes necessary for Lessor to employ an 
attorney or attorneys to enforce any of Lessee's obligations hereunder and Lessor is successful in 
any court action to enforce the same, Lessee agrees to pay all reasonable attorney's fees and 
court costs incurred by Lessor in connection herewith. 
9. Production In-Kind. " Lessor may, at his option and sole risk, cost and expense, upon not 
less than 60 days notice to Lessee, require at any time or from time to time that payment of all or 
any royalties accruing to the Lessor under this Lease be made in kind. Except during such 
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market 
Lessor's royalty oi l ratably with its own oil and at the same price, and Lessee shall also always be 
obligated to reasonably market gas produced from the Leased Premises and to prevent the 
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any 
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements 
with a term greater than one year." 
I 0. Information. "Upon written request, lessee shal l provide lessor with copies of any title 
opinions, abstracts, or Iandman's runsheets that are obtained by lessee. Lessee shall inform 
lessor, in writing, of any litigation or liens that will affect the lease." 
II . Shut In Royalty Limitation. " otwithstanding anything to the contrary herein, it is 
understood and agreed that this lease may not be maintained in force for any one continuous 
period of time longer than two (2) consecutive years afler the expiration of the primary term 
hereof solely by the provisions of the shut-in royalty clause." 
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c. •. ,.,.., l•nd ..)ffice 
Rehnq~.Nii"me.\t Acl Lease Form 
flevowd. S.ptember 1997 

~ustin, \!rexas 

OIL AND GAS LEASE 

THIS AGREEMENT os made and entered onto thos ~ day of Jo!iaun!loua!1!!.lrvt._ _____ .20_11__ between the State of Texas. acung 

by and through •ts agent • .>~S:ll)e~v:s<e!!n..liB!IIa:llle;;;s'-TLloo!!l!Jnc_ ___________ ________________________ _ 

of 5869 Valley Eoroe Houston TX 77057 

(G<ve P""""nent Address) 

saod agent hereon referred to as the owner of the soil (Whether one or more). and JOE!!nes:Jr!llal!ten!!.!:Rilie!l>SOQ!U>!!r.!2cessa.Co~o&ro!.IL ______________ _ 

of 3300 NO!lh .A. Street Buoldong 4. SUite 100 Midland TX 79705 

(~veP ...... ~Address) 

hereonafter called Lessee 

1. GRANTING CLAUSE. For and In consoderatoon of the amounts stated below and of the covenants and agreements to be paod. kept and 
performed by Lessee under this lease. the Stale of Texas aC!Ing by and through the owner of the soil. hereby grants. leases and lets unto Lessee. for 
the sole and only purpose of prospectmg and dnllong for and prodUCing ool and gas. layong pipe hnes. buildong tanks. stonng 011 and buoldong power 
s!atoons. telephone lines and other sli\JCtures thereon. to produce. save. take care of. treat and transport said products of !he lease. the followong lands 
sotuated In Reeves Coun!y. State of Texas. to-wit: 

All Of !he MN/2 of Section 36. Block 2. H&GN RR Co Survey 

SEE EXHIBIT ·A· ATTACHED HERETO AND MADE APART HEREOF 

contalnong ,.3.!.18 ...... 3,.0 _____ acres. more or less The bonus conslderatoon paod for this lease is as follows: 

To the State ol Texas· Thotv·N•ne Ihousand Seven Hundred EtOhtv-$even and 50/100 

Dollars ($39 787 50 

To lhe owner of the SOli hnty-None !housand Seven Hundred EtOhty·Seven and 50/100 

Dollars ($39.787 50 

Total bonus considerabon Seventy·N•ne T!lousand Fove Hundred Seventy·Fove an<! No/100"s 

Dollars ($79 575 00 

The total bonus considerauon paod represents a bonus of ~o~0!!lnll.e..!T.!Jho2J!:Usa~nd!!!.!Fi::J:•v~e!JHt:!Y!Und!J!!!r!:!ed>L::==i!a~!!di!:-::·==~N!!OO!!..i 1uO!!oOt.:"sc===---------

---------------- Dollars ($1 50Q.OO ) per acre. on 25,z,3~0x.5 ____ net acres 

2. TERM. Subject lo the o ther provisions on lhos lease. lhos lease shall be for a term of three 131 years from 
thos date (herein called ·pnmary term·) and as tong thereal!er as on and gas. or either of them. os produced In paying quantotles from said land. As used 
on this lease. the term •produced on payong quanuues· means that the receopts from the sale or other aulhonzed commerCial use of the substance(s) 
covered exceed out of pocket operational expenses for the sox months last past 
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3. DELA Y RENTALS. If no well Is commenced on lhe leased premises on or before one ( 1) year from !his dale. thos lease shall lerminale. 

unless on or before such annoversary dale Lessee shall pay or lender 10 lhe owner of the soil or 10 his credilln lhe -------------

------------------- Bank. al . 
or ots successors (which shall continue as the deposllory regardless of changes In the ownership of said land). the amounl specified below, In addilion • 
Lessee shall pay or tender lo the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN. TEXAS. a loke sum on 
or before said dale. Payments under this paragraph shall operale as a rental and shall cover lhe privilege of defemng 1he commencement of a well for 
one (1) year from said dale. Payments under this paragraph shall be in the followong amounts 

To the owner of the sool· Seven Thousand Nine HU!ldred fifty-Seven and 5QI10!t== 

Dollars ($7 957 50 ) 
To the State of Texas: Seven Thousand Nine Hundred FJf!y-Seyen --and--50110!b== 

Dollars ($ • .<.7.,.9 ... 57"'-""50._ _____ ___ 

Total Delay Renlal: Fifteen Thousand Nine Hundred Flttenn 

Dollars ($15 915 00 

and No/tOO's 

In a like manner and upon loke payments or lenders annually, the commencemenl of a well may be further deferred for successive periods of one ( 1) 
year each during lhe primary lerm All payments or lenders of rental 10 the owner of the soU may be made by checl< or sight drat! of Lessee, or any 
assognee of thos lease, and may be delivered on or before the rental paying date If the bank designated In this paragraph (or its Succes50f bank) should 
cease to exist suspend business, liquidate. fail or be succeeded by another bank, or for any reason faol or refuse to accepl rental , Lessee shall not be 
held on defaufl for faolure lo make such payments or tenders of rental unbl thirty (30) days after the owner of lhe soil shall deliver lo Lessee a proper 
recordable lnslrumenl naming another bank as agenllo receive such payments or lenders. 

4. PRODUCTION ROYAl TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (112) of the royally 
provided for In this lease 10 the Commissioner of lhe General Land Office of the Slale of Texas, al Auslin, Texas. and one-half (112) of such royally 10 the 
owner of the soli: 

(A) OIL Royally payable on oil, which Is defined as induding all hydrocarbons produced in a liquid form al lhe mouth of the well and also as 
all condensale. distillale, and other liquid hydrocarbons recovered from oil or gas run through a separalor or other equopment as hereinafler provided, 
shall be 114 part of lhe gross produclion or lhe market value !hereof, at the option of the owner of the soli or the Commissioner of lhe General 
Land Office. such value to be determined by 1) the highest posled price. plus premium, If any. offered or paid for oil, condensate. distillate, or other liquid 
hydrocarbons. respectively. of a loke type and gravily in the general area where produced and when run, or 2) the highest markel price thereof offered or 
paid in lhe general area where produced and when run. or 3) the gross proceeds of lhe sale thereof. whk:hever Is the greater. Lessee agrees that before 
any gas produced from lhe leased premoses is sold, used or processed in a plant, II will be run free of cosllo the royally owners through an adequale oil 
and gas separalor o f c:onvenlional type, or olher equlpmenl at least as effidenl, so that allloquid hydrocarbons recoverable from the gas by such means 
will be recovered The requirement thai such gas be run lhrough a separalor or other equipment may be waived. on writing. by the royally owners upon 
such 1erms and conditions as lhey prescribe. 

(B) NON PROCESSED GAS. Royally on any gas (induding nared gas). which Is defined as all hydrocarbons and gaseous substances no1 
defined as oil In subparagraph (A) above. produced from any well on said land (excepl as provided herein with respecl lo gas processed In a plan! for 
lhe exlraction of gasoline. liquid hydrocarbons or other products) shall be 114 part of lhe gross production or the marl<el value thereof, al the 
oplion of the owner of lhe soil or the Commissioner of the General Land Office. such value to be based on the highest marl<el price paid or offered for 
gas of comparable qualily in the general area where produced and when run, or the gross pr1ce paid or offered to lhe producer. whichever Is the grealer: 
provided thai the maximum pressure base In measunng the gas under this lease shall nol at any lime exceed 14 65 pounds per square Inch absolule, 
and the standard base lemperaiUI'e shall be siXIy (60) degrees Fahrenheit correcllon lo be made for pressure according 10 Boyte's Law, and for specofic 
graV11y accordong 10 tests made by lhe Balance Method or by the mosl approved method of lesbng being used by lhe ondustty allhe time of lesbng 

(C) PROCESSED GAS. Royally on any gas processed on a gasoline plan! or olher plant for lhe recovery of gasoline or other IOQuod 
h)¢ocarbons shall be 1/4 part of the residue gas and the liquod h~rocarbons extracted or lhe marl<el value thereof at the oploon ol lhe owner 
of the sool or the Commissioner of the General Land Office All royalties due hereon shall be based on one hundred percent (100%) of the total plan! 
produeloon of residue gas altnbutable 10 gas produced from lhis lease, and on fifty percenl (50%). or 1/lat percent accruing lo Lessee. whichever os lhe 
grealer, of the total plan! production of liquid hydrocarbons aUtibulable 10 the gas produced from lhis lease: provided that if hquid hydrocarbons are 
recovered lrom gas processed In a plant In v.t.lch 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 plan! under a processing 
agreemenl negollated alarm's length (or If there Is no such third party, the highest percenl then being specified in processing agreements or contracts In 
lhe Industry), whichever Is lhe greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest marl<el 
pnce paid or offered for any gas (or liquid hydrocarbons) of comparable qualily In the general area, or 2) the gross pnce paid or offered for such residue 
gas (or the weighled average gross sellong price for lhe respective grades of liqutd hydrocarbons). whichever is lhe grealer. In no even!, however. shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royally 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 processong shall be 114 part of 
the gross production of such products. or the marl<el value thereof, at the option of the owner of the soil or the Commissioner of the General Land Offoce, 
such marl<el value to be determined as follows: 1) on the basis of lhe highest marl<el price of each product for the same month fn which such producl is 
produced. or 2) on the basis of the average gross sale price of each product for the same monlh in which such products are produced: whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after lhe expiration of the primary term of this tease. If this lease Is maintained by production, the 
royalties paid under this lease on no event shall be less than an amounl equal 10 the 101a1 annual delay rental hereon prOVIded, otherwise. there shall be 
due and payable on or before the lasl day of the month succeeding the anniversary dale of this lease a sum equal 10 the Iota! annual rental less lhe 
amount of royalties paid during the precedong year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this 
paragraph, the delay rental amounl shall be one dollar ($1.00) per acre. 

523 
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6. ROYALTY IN KINO. NoiWithslandlng any other provis1on In this lease. at any lime or I rom bme to lime, the owner of the soil or the 
Comm1ss10ner of the General Land Office may. at the option of e1thef, upon not less than Sl)(l)' (60) days nouce to the holder of the lease. reqUire that the 
payment of any royalues accru1ng to such royalty owner under th1s lease be made In lond. The owner of the SOli's or the Comm1SS1011er o f the General 
Land Office's nght to take •ls royalty In lond shall not d1mimsh or negate the owner of the soli's or the Comm•ss100er of the General Land OffiCe's nghts 
or Lessee's obligat•ons. v.tlether express or Implied. under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accru1ng under this lease (Including those paid In k•nd) shall be Without deduction for 
the cost of produang. gathering. stonng, separabng, treaung, dehydrabng. compressing, process1ng, 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. •nclud•ng any reimbursements 
for severance taxes and productiOn related costs 

8. PLANT FUEL AND RECYCLED GAS. No royal ty shall be payable on any gas as may represent th1s lease's proportionate share of any fuel 
used to process gas produced hereunder 1n any proceSSing plant. NoiWithslanding any other prov1sion of th1s lease, and subject to the wntten consent of 
the owner of the SOli and the Commissioner of the General Land OffiCe, Lessee may recyde gas for gas hft purposes on the leased premises or for 
lnjecbon 1n1o any oil or gas producing formabon undM)'Ing the leased premises after the liquid hydrocarbons conlalned In the gas have been removed; 
no royalties shall be payable on the recyded gas unbl it IS produced and sold or used by Lessee In a maMer v.tllch entiUes the royalty owners to a 
royalty under th•s lease 

9. ROYALTY PAYMENTS AND REPORTS. All royalties nor taken In kind shall be pa•d to the Commissioner of the General Land Office at 
Austin. Texas, In the folloWing manner: 

Payment of royalty on produebOn of 011 and gas shaU be as proVIded in the rules set forth 1n the Texas Reg~sler Rules currently proVIde thai royalty on oil 
IS aue and must be receiVed 111 the General Land Office on or before the 5th day of the second monlh succeed•ng the monlh of produaJOn, and royalty 
on gas •s aue ana mus1 De rece•ved •n tne General Land Office on or Defore the 15th oay o f the second month succeeding the monlll of producoon. 
accompan•ed by the affidaVIt of 1he owner. manager or other aulhonzed agent, compleled 1n the form ana manner prescnbed by the General Land Office 
and shoWing the gross amounl and d•sposlbon of all 011 and gas produced and the mar!(el value of the o•l and gas. together With a copy of all oocumems 
records or repons confirming the gross production, disposition and mar!(et value lnclud1ng gas meter read1ngs. pipei•ne rece1pts, gas l1ne rece1pts and 
other chedks or memoranda of amount produced and put into PIPelines. tanks. or pools and gas lines or gas storage. and any other repons or records 
v.tl•ch the General Land Office may requore to venfy the gross production, d1Spos1tion and mar!(et value. In all cases the authonty of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each 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 be•ng paid on each lease. If Lessee pays 
his royalty on or before th1ny (30) days after the royalty payment was due. then Lessee owes a penalty of 5'/o on the royalty or $25.00, 1M11chever •s 
greater A royalty payment v.tl!Ch Is over th1ny (30) days late shall accrue a penalty of 10'/o of the royalty due or $25 00 wlllchever •s greater. In add1bon 
to a penalty, royalbes shall accrue Interest at a rate of 12% per year; such Interest Will beg•n to accrue ....tlen the royalty is Sl)(l)' (60) days overdue 
AffidaVIts and supporung documents ....tl•ch are not filed v.tlen due shall incur a penalty 1n an amount set by the General Land Office adm•mstrabve rule 
....tllch is effective on the dale v.tlen the affidavits or supporting docum ents were due. The Lessee shall bear all responsibility for pa)'lng or caus•ng 
royalbes to be pa•d as prescnbed by the due date prov•ded herein. Payment of the delinquency penalty shall In no way operate to proh1bit the State's 
right of forfe•lure as proVIded by taw nor act to postpone the date on ....tlich royalties were originally due. The above penalty provisions shall not apply 1n 
cases of bde d1spute as to the Stato's portion of the royalty or 10 that portion of the royalty 1n d ispute as to fa11 mar!(et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the CommlsSKlller of the General Land Office 
With •ts best posSible esbmate of 011 and gas reserves undert)'lng this lease or allocable to thiS lease and shall furniSh said Commlsslonef With cop.es of 
all contracts under ....ti1ch gas •s sold or processed and all subsequent agreements and amendments to such contracts IMthin th•ny (30) days after 
entering Into or making such contracts. agreements or am endments Such contracts and agreements ....tlen received by the General Land Office shall be 
held 1n confidence by the General Land Office unless otherwise authonzed by Lessee. All other contracts and records pena1mng to the producuon. 
transponaoon, sale and mar!(eting 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 bmes be subject to 1nspecbon and exam1nauon by the Comm•ssioner of the General Land Office, the 
A ttorney General. the Govemor, or the representauve of any of them. 

(B) PERMITS, DRILLING RECORDS. Wntten notice of all operations on thiS lease shall be submitted lo the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud dale. workover, re-entry. temporary abandonment or plug and abandonment of any well or 
wells. Such wntten nobce to the General Land Office Shall include copies of Railroad Comm•ssion forms for application to dnll Copies of well tests 
completJon reports and plugg•ng reportS shall be supplied to the General Land Office at the bme lhey are filed With the Texas Railroad CommiSSIOO All 
appl•catJOns. permits, repons or other filings that reference th•s lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any o thor governmental agency shall include the word ·state• 1n the t1tle. Additionally, in accordance With Railroad Comm•ss•on 
rules, any slgnage on the leased premises for lhe purpose o f Identifying wells. tank batteries or other asSOCiated Improvements to the land must also 
lndude the ~ ·state· Lessee shall supply the General Land Office With any records, memoranda, accounts. repons. cuttings and cores, or other 
lnformatJon relabve to the operatJon of the above-descnbed prem1ses. which may be requested by the General Land Office. 1n add1tJon to those hereltl 
expressly provided for. Lessee shall have an electrical and/or rad•oactMty survey made on the bore-hole sectJon. from the base of the surface caSing to 
lhe total depth of well , of all wells dnlled on the above descnbed premises and shall transm•l 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 sa1d survey. 

(C) PENAL TIES. Lessee shall 1ncur a penalty ....tlenever reportS, documents or other matenals are not filed In the General Land Office v.tlen 
due. The penalty for late filing shall be set by the General Land Office administrabve rule 1M11ch Is effective on the date v.tlen the matenals were due 1n 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the pnmary term hereof and pnor to d1scovery and 
producbOn of oil or gas on said land, Lessee should drill a dry hole or hOles thereon, or 1f dunng the primary term hereof and after the d1scovery and 
actual production or 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 exp~raoon o f si)(l)' (60) days from date of completion of said dry hole or cessabon or producbOn Lessee commences additional drilling or 
reworlung operabOns thereon. or pays or tenders the next annual delay rental in the same manner as provided in lh1s lease. If. during the las t year of lhe 
pnmary term or Within Sl)(l)' (60) days pnor thereto. a dry hole be completed and abandoned, or the producuon of oil or gas should cease for any cause. 
Lessee's rights shall rema•n 1n full force and effect Without funher operabonS unul the exp.rat1011 of the prvnary term, and 1f Lessee has not resumed 
production in pay1ng quanubes at the exp•ra110n of the primary term. Lessee may ma1ntaln th1s lease by conducbng addiuonal dnlhng or rewor!(•ng 
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operations pursuant to Paragraph 13, using the expiration of the primary term as the dale of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above described land be completed as a shut~n oil or gas well within the primary term hereof. Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of siX1y (60) 
days from the date of completion of such shut-In oil or gas well and upon the failure 10 make such payment. this tease shall ipso fado terminate. If at the 
expiration of the pnmary term or any lime thereafter a shut-in Otl or gas well is located on the leased premises. payments may be made in aCCO<dance 
with the shut-on provosions hereof . 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the pnmary term, neither oil nor gas Is beong 
produced on said land, bot Lessee Is then engaged In drilling or reworl<lng operations thereon, this lease shall remain In force so long as operations on 
said well or for drilling or reworl<ing of any additional wells are prosecuted in good faith and in workmanlike manner wothout interruptions totafing more 
than SIX1y (60) days during any one such operation, and If they result In the production of oil and/or gas, so long thmeafler as oil and/or gas is produced 
in paying quantities from said land. or payment of shut~n oil or gas well royalties or compensatory royalties is made as provided In this lease • 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the pnmary term, production of oil or gas from the leased 
premoses. after once oblaoned, slhou1d cease from any cause, this lease shall not termonate of Lessee commences additional dnlhng or reworlung 
operations within s1X1y (60) days after such cessatJon. and this lease shall remain in lull force and effect for so long as such operations conbnue on good 
faith and In worllmanfoke manner wilhout lnterruptJons totaling more than siX1y (60) days. If such dnlhng or reworllong 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 royallles Is made as provided herein or as provided by law. If the drilling or reworl<lng 
operations result In the completion of a well as a dry hole. the lease will not terminate if the Lessee commences additional drilling or reworl<lng 
operations within siX1y (60) days after the complebon of the well as a dry hole, and this lease shall remain In effect so long as Lessee continues dnlllng or 
rewori<ong operations In good faith and in a worllmanlike manne< wothoul interruptions totaling more than soX1y (60) days Lessee shall give wnnen nobce 
to t"le General Land Office wothon thorty (30) days of any cessation of productJon. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well" means any well that has been assogned a well number by the state agency 
having jurisdiction over the production of ott and gas. If, at any lime alter 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 tack of suitable production facilities or lack of a suitable marl<et. then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided in the lease, bot not less than $1 ,200 a year for each well capable of producing oil or gas In pa)'lng 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 ool or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days attm Lessee completes a dnlhng or reworl<ing opera bon In accordance 
woth the lease provosions: whichever date os latesl Such payment shall be made one-half (1/2) to the Commissioner of the General Land Offoce and one­
half (1/2) to the ownm of the soil. If the shut-in ool or gas royalty os 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, alter that, if no suitable production facilities or suitable marl<et for the ool or gas exists. Lessee may extend the tease for four 
more successove periods of one (1) year by paying the same amount each year on or before the expiration of each shut-In year 

15. COMPENSATORY ROYALTIES. If, dunng the peood the lease is kept in effect by payment of the shut~n oil or gas royalty, oil or gas is 
sold and dehvered on paying quanbties from a well located wolhln one thousand (1.000) feet of the leased premises and completed in the same produong 
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, bot 
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 royally rate provided In the lease of the marl<et value of production from the well causing 
the drainage or which is completed In the same producing reservoir and within one thousand (1.000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly. one-half (1/2) to the Commisslone< 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 on which the oil or gas is produced from the well cauSing the draonage or that Is completed In the 
same produong reservoir and located wothon one thousand (1.000) feet of the leased premises. If the compensatory royalty paid In any 12-month period 
Is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the differeroce wothon thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not tlmoty paid will accrue penalty and Interest in accordance woth 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 determinatoon of the Commissioner, and With the Commossloner s wntten aoproval. the oayment 
o• compensatory royalbes can satisfy the obligahon to dnll oflsel wells 

16. RETAINED ACREAGE. NotWithstanding any provision of thos lease to the contrary. after a well prodUCing or capable of produong ool or 
gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator in drilling such addobonal well or 
wells as may be reasonably necessary for the proper development of the leased premises and In marl<eling the production thereon. 

(A) VERTICAL In the event this lease Is In force and effect two (2) years a fief the expiration date of the primary or extended term II shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of producing In paying quanbties 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 reworl<lng operations, or (2) the number of acres Included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151·52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit tO< 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 bme after the effective dale of the partial termonation provisions hereof. the 
applicable field rules are changed or the well or wells located thereon are redassified so !hatless acreage is thereaftm allocated to said well or wells for 
production purposes. this tease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding tho 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 tho lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads. existing pipelines and other exlstong lacilities on. over and across all the lands described In Paragraph 1 hereof ("the retained lands"), for 
access to and from the retaoned lands and for the gathering or transportatJon of oil, gas and other monerals produced from the retained lands. 
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(B) HORIZONTAL. In the event tns tease os on force and effect cwo (2) years afte< the exporatoon date of the pnmary or extended term it shall 
further tP.tmonate as to all depths below 100 fee t below the total depth dnlled (he<eonaher "deepe< depths") on each well located on acreage retaoned In 
Paragraph 16 (A) above. unless on or before CWO (2) years alter the pnmary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus origonally paod as conside<ation for this tease (as speofied on page 1 hereof). If such amount Is paid, this lease shall be on force and elfect as to 
such deeper depths. and said tetminatoon shall be delayed for an addobonal penod of two (2) years and so long thereafter as 011 or gas Is produced In 
payong quantotoes from such deeper depths covered by this lease 

(C) IDENTIFICATION AND FILING. The surlace acreage retaoned hereunder as to each well shall, as nearly as practical, be on the form of a 
square woth the well located In the center thereof, or such othe< shape as may be approved by the Commissioner of the General Land Office Wothon 
thirty (30) days after partoal terminabon of this tease as provoded herein , Lessee shall execute and record a release or releases contaoning a satosfactory 
legal descnption 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 Offoce, accompanied by the filing fee prescnbed by the General Land Office rules in effect on the date the release Is filed. If Lessee fails or refuses 
to execute and record such release or releases wothon ninety (90) days alter being requested to do so by the General Land Office, then the 
Commossoone< at hos sole dlscretoon may desognate by wntten onstrument the acreage and/or depths to be released hereunder and record such 
onstrument at Lessee's expense on the county or counbes where the lease os located and on the official records of the General Land Office and such 
d8Signabon shall be bondong upon Lessee for all purposes. 

17. OFFSET WELLS. Neother the bonus. delay rentals. nor royaltoes paid, or to be paod, under this lease shall reheve Lessee of hos obhgatoon 
to protect the oil and gas under the above-descnbed land from beong draoned Lessee. sublessee. rocelver or other agent on control of the leased 
premises shall droll as many wells as the facts may justify and shall use appropnate means and drill to a depth necessary to prevent undue drainage o f 
ool and gas from the leased pre<nises In addibon, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased pre<nises. 
or on any case whe<e the leased pre<noses os being draoned by producuon of 011 or gas. tne Lessee, sublessee. receiver or other agent in control of the 
leaSed prernoses shall on good faotll begon the dnlhng of a well or wells upon the leaSed premoses wo thln 100 days after the draonong well or wells or the 
well or " ells completea wotnon 1.000 feet of tne leased prernoses start produong on commeraal quanutJes and shall ptosecute sucn dnlllng wotn diligence 
Fa11ure to sausfy the statutory offset obltgatoon may subject th1s tease and the owner of the soors agency nghts to jorfeotlJte Only upon the oetennonatoon 
of the Commossooner of the General Land Office and woth h1s wntten approval may the payment of compensatory royalty unoer app~cable statutory 
parameters sabsfy the obligaiJOn to dnll an offset well or wells requited under thos paragraph. 

18. FORCE MAJEURE. If, after a good faoth effort, Lessee os prevented from cornptyong woth any express or omphed covenant ot tnos lease 
from conductong dnlhng operations on the leased pre<noses, or from producing 011 or gas from the leased premoses by reason of war. rebelloon. nots 
stnkes. acts of God, or any vahd order, rule or regulabon of government authonty, then whole so prevented. Lessee's obhgatoon to comply woth such 
covenant shall be suspended and Lessee shall not be hable for damages for faolure to comply woth such covenants, addobonally, thos lease shall be 
extended while Lessee is prevented. by any such cause, from conducbng dnlhng and reworking operations or from produCing ool or gas from the teased 
prem oses. However, nothing In this paragraph shall suspend the payment of delay rentals in orde< to maintain this lease in effect dunng the promary tetm 
In the absence of such drilling or reworldng operations or production o f oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend uue to the leased pre<noses. If the owner of the soot defaults 
on payments owoad on the leased premoses. then Lessee may redeem the nghts of the o'Mler of the soolln the leased premoses by paYJng any mongage 
taxes or other hens on the leased pre<nises. If Lessee makes payments on behalf of the owner of the soot under thos paragraph, Lessee may recover the 
cost of these payments from the rental and royatues due the owner of the soli 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns tess than the enbre undovoded surlace estate on the above 
descnbed land, whether or not Lessee's lnte<est is spedfied herein. then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him In the proportion whoch his onterest bears to the enbre undiVIded surlace estate and the royalties and rental herein provoded to be paod to 
the Commissioner of the General Land Office of the State ot Texas shall be llkewose 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 Commissooner o f the 
General Land Office a wri tten statement which exptaons the d1screpancy between the interest purportedly leased under this lease and the actualonterest 
owned by the owner of the soot. The Commossooner o f the General Land Office shall be paid the value of the whole produebon allocable to any undoVIded 
onterest not covered by a lease. less the proportiOnate development and l)(oduebon cost allocable to such undoVIded 1nterest Howeve<, on no event shall 
the Commossooner of the General Land OffiCG receove as a royalty on the gross ptoductoon allocable to the undiVIded onte<est not leased an amount less 
than the value of one-soxteenth (111 6) of such gross produebon. 

(B) REDUCTION OF PAYMENTS. If, dunng the promary term, a portoon of the land covered by thos lease os included wothon the DOundanes 
of a pooled unot that has been approved by the School Land Board and the owner of the SOli on accordance woth Natural Resources Code Secllons 
52.151·52 154. or of. at any ume alter the exporauon o f the pnmary tenn or the extended tenn. th1s tease covers a lesser number o f acres than the total 
amount descnbed herein. payments that are made on a per acre basos hereunder shall be reduced accordong to the number of acres pooled, released. 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the tetms of thos lease dunng the pnmary tetm shall be 
calculated based upon the number of acres outside the boundanes o f a pooled unit. or. if after the exp1rauon of the pnmary term. the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to use water produced on saod land necessary for operations under thos lease except water 
from wells or tanks of the owner o f the soot. provided. however, Lessee shall not use potable water or water su•table for livestock or omgation purposes 
for waterllood operatooros wolhout the pnor consent of the owner of the soot 

22. AUTHORIZ.ED DAMAGES. Lessee shall pay the owner of the soot for damages caused by ots operatoons to all personal ptoperty. 
omprovements. hvestock and crops on said land. 

23. PIPELINE DEPTH. When reques ted by the owner of the soil, Lessee shall bury ots popellnes below plow depth. 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house or barn now on said prem1ses wothout 
the wntten consent of the owner of the soli. 
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25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollubOn. WithOut 
limi~ng rhe forego1ng, pollubon of coaslal wetlands. natural waterways. rivers and Impounded water shall be prevented by the use of conlainment 
facllibes suffioent to prevent spillage. seepage or ground water conlaminabon. In the event of polluoon. Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to publ1c and private properties. Lessee shall build and 
ma•nla•n fences around Its slush, sump, and drainage pits and lank baHenes so as to protect livestock against loss, damage or injury; and upon 
complet1on or abandonment of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up the drilling site of all rubbish 
thereon. Lessee shall, v.tllle conducting operations on the leased premises, keep said premises free of all rubbish, cans. boiUes, 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 
equ1pment Will be kept pa1nted and presenlable . 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the nght to remove machinery and fixtures placed 
by Lessee on the leased prermses. induding the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner or the soil grants Lessee an extension of this 120-<Jay period. However. Lessee may not remove casing from 
any well capable of produCing oil and gas in pa)'lng quantities. Add!Uonally, Lessee may not draw and remove casing until after thirty (30) days wntten 
notice to the Comm1ssloner of the General Land OffiCe and to the owner of the soil. The owner or the soil shall become the owner or any machinery, 
fixtures. or casing v.tllch are not bmely removed by Lessee under the terms of this paragraph . 

27. (A) ASSIGNMENTS. Under the conditions conlalned In th1s paragraph and Paragraph 29 of this tease. the rights and eslates of either 
party to this lease may be assigned, In v.t~ole 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 d1vlslon in ownership of the land, rentals, or royalties shall bind Lessee IO< any purpose until thirty (30) days 
a':e< the owner of the so1l (or hiS he1rs. devisees. legal representatives 0< ass~gns) furnishes the Lessee with sabslectory wntten evidence or the change 
"' ownership, 1ndud1ng the ong1nal recorded munlfTlents of t1Ue (0< a cer!lfied copy of such ong10al) v.tlen the ownership changed because of a 
conveyance A tolal or partial assignment of this lease shall, to the extent of the Interest ass1gned. 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 or each. and failure by one or mO<e of them to pay his share of the rental shall not affect 
this lease on the part of the land upon v.tlich pro rata rentals are timely paid or tendered: hOwever. if the assignor or assignee does not file a cerufied 
oopy or such assignment in the General Land Office before the next rental paying date, the entire lease shallterm1nate 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 tease. lnduding any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT UMITATION. Notwithstanding any provision In Paragraph 27(a). If the owner of the soli acquires this lease in whOle 0< In 
part by assignment without the pr!O< written approval of the Commissioner of the General Land OffiCe. this lease Is void as of the time of assignment and 
the aJgency power of the owner may be forfeited by the Comm1ssloner. An assignment Will be treated as if it were made to the owner of the soil if the 
ass1gnee is; 

(1) a nominee or the owner of the soil, 
(2) a corporation or subsidiary In v.tlich the owner of the soil is a principal stockhOlder or Is an employee of such a corporation or subsidiary; 
(3) a partner1lhip In v.tllch the owner of the soli is a partner or is an employee of such a partnership: 
(4) a pnnopal stockholder or employee of the corporation v.tlich is the owner of the soil; 
(5) a partner or employee in a partnership v.tlich Is the owner of the soli, 
(6) a fiduciary for the owner or the soil: indudlng 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 lhe soil by marriage, blood. or adoption. 

28. RELEASES. Under the conditions conlalned 1n 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 covenng any por11on 0< portions of the leased prem1ses, and thereby surrender th1s lease as 
to such portion or portions, and be relieved ol all subsequent obl~gations as to acreaJge surrendered. If any part or 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 v.tlich was covered by thiS lease 
1mmed1ately pnor to such surrender: hOwever, such release Will not relieve Lessee of any liabllibes v.tl1ch may have accrued under this lease pnor to the 
sv-re'>der or such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all 0< any part of thiS tease IS asSigned 0< released. such aSStgnme<ll or release m~t be 
recorded In the county where the land is si tuated. and the recorded lnsuument. or a copy of ltle recorded '"stnJment certlfied by ltle County Clerk of the 
county 1n v.tllch the Instrument Is recorded, must be filed In the General Land Office Within 90 days of the last execuoon 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 opt1on of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions perialnlng to the lease of the above-<Jescribed land have been induded In this instrument 
induding the slatement of the true consideration to be paid for the execullon of lhls lease and the nghts and duties of the parties. Any collateral 
aJgreements concerning the development or oil and gas from the leased prem1ses v.tlich are not con1a1ned 1n th1s lease render lhls tease Invalid 

31 . FIDUCIARY DUTY. The owner of the soli owes the State a fiduciary duty and must fully disdose any facts affecting the Slate's Interest In 
the leased premises. When the interests or the owner of the soil conflict with thOse of the State. the owner or the soil Is obligated to put the State's 
inlerests before his personal Interests. 

32. FORFEITURE. If lessee shall fall or refuse to make the payment or any sum Within thirty days after It becomes due. or ~ Lessee 0< an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or If Lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or If Lessee 
should fall lo file reports In the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board. 0< the Railroad Commission, 0< If Lessee should refuse the proper authonty access to the records pertaln1ng to operations, or If Lessee or 
an authonzed aJgent should knowingly fall 0< refuse to give correct infO<mation to the proper aulhonty, 0< knoWingly fa~ 0< refuse to furnish the General 
Land Office a correct log or any well, 0< If Lessee shall knoWingly violate any of the matenal proVISionS of this lease. or If this lease IS assigned and the 
ass1gnment 1s not filed In the General Land Office as reqwed by law. the nghts acquired under this lease shall be subject lo forfeiture by the 

52 '7 



• ...... 
• • 
• 

•• • • ••• 

•••• • •••• 

BOOK 8 6-8 PAGE 5 2 ~ 

CommiSSIOner. and he shall forfe11 same when suffidently 1nformed or lhe faciS which authonze a forfetlure, and when forfelled lhe area shall aga1n be 
subJect to lease under the terms of lhe Relinquishment Acl However, nothing herein shall be consli\Jed as wa1ving the automatic termination of lhls 
lease by operabon of law or by reason of any speaal lim1tallan anSlng hereunder Forfeitures may be set aSide and this lease and all rights thereunder 
retnstated before the nghts of another mtervene upon sausfactory eVIdence to the Comm1ssroner of the Gene<al Land Office of fulure compliance With 
the prov1S1ons or the law and of this lease and the rules and regula bans lhat may be adopted relative hereto. 

33. LIEN. In accordance With Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money lhal may become due under this lease. By acceptance of 
1h1s lease, Lessee grants the State, in add11100 to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and seamty interest rn an leased mrrlerals In and extracted from the leased premrses, all proceeds Which may accrue 10 
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 lmprovemeniS to the 
leased premises used 1n connecbOn with the production or processing of such leased minerals In order to secure the payment of all royalties or other 
amounts due or 10 become due under th1s lease and to secure payment or any damages or loss lhat Lessor may suffer by reason of Lessee's breach of 
any covenant or cond1tion of th1s lease, v.t>ether express or implied. This lien and secunty rnterest may be foreclosed With or Without court proceedings In 
the manner proVIded in the Title 1, Chap. 9 of the Texas Business and Commerce Code Lessee agrees that the Commiss1oner may require Lessee to 
execute and reco<d such instrurneniS as may be reasonably necessary to ac:l<nov;ledge. attach or perlect this hen. Lessee hereby represeniS lhat there 
are no poor or supenor hens anSlng from and relaung to Lessee's actrVIues upon the above-descnbed property or from Lessee's acqUISition of this lease. 
Should the Commissioner at any ume determ1ne lhal th1s representabOn Is not li\Je, then the Commissioner may declare this lease forfe1ted as proVIded 
herein . 

34. POOUNG. Lessee 1s hereby granted the nghtlo pool or un1uze the royalty Interest of the owner of the soil under thls lease with any other 
leasehold or mineral Interest for the exploration. development and production of Ool 0< gas or e11her of them upon the same terms as shall be approved 
b1 the SchOOl Land Board and lhe Comm1ssroner of the Genetal Land Office for the pooling or 11111twng of the rnterest of the State under this lease 
pursuant to Texas Natural Resources Code 52 t5t·52 154 The owner of tne sad 39ees that tne rncluSrOO of lhiS proiiiS>OO 111 lhiS lease saDSiies tne 
execuuon requrrements staled 1n Texas Natural Resources Code 52.152 

35. INDEMNITY. Lessee hereby releases and d1scharges the State of Texas and the owner of the sod. the" officers emplOyees pamers 
agents, contractors, subcontractors. guests. inVItees, and thetr respectiVe successors and assrgns, of and from all and any acuons and causes of acDon 
of every nature. or other harm, 1nctuding environmental harm, for v,t,ich recovery of damages Is sought. 1ncludlng, but not limited to. all losses ano 
expenses which are caused by the acuvities of Lessee, its officers, employees, and agents arising out of, roodental to. or resulung from, the operauons 
of or for Lessee on the leased premises hereunder, or lhat may anse out of or be occasioned by Lessee's breach of any of the terms or proVIsiOns of th1s 
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 assJgns. against any 
and all dalms. llabihues, losses, damages, actrons. personal tntury (llldudrng death). costs and expenses. or other harm for which recovery of damages 
is sought, under any theory lndud1ng to<t. contracL or strict liability, indud1ng attorneys' fees and other legal expenses. 1ndud1ng those related 10 
envrronmental hazards. on the leased premises or In any way related to Lessee's failure to comply With any and all envrronmental laws: those ans1ng 
from or in any way related to Lessee's operations or any other of Lessee's acbVIOes on the leased premises: those ans1ng from Lessee's use of the 
surface or the leased prem1ses: and those lhal may arise out of or be occasioned by Lessee's breach of any of the terms or provrsions of th1s Agreement 
or any other act or om1sslon of Lessee, its drrectors. officers, employees, partners, agents. contractors. subcontractors, guests, invrtees, and !herr 
respeeuve successors and assigns Each assrgnee of thiS Agreement. or an Interest therein, agrees to be liable for, exonerate, inoemnify. defend and 
hold harmless the State of Texas and the owner of the SOol, theu offrcers, employees. and agents In the same manner proVIded above rn connectiOn With 
the aCUVIUes of Lessee, its officers, employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, All OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILilY, OR THE 
NEGLIGENCE OF ANY PARlY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the hrghest degree of care ano all reasonable safeguards to prevent contam1natron or 
pollubOn of any envrronmental med1um, 1ndud1ng soil, surface waters. groundwater, sed1ments. and surface or subsurface strata, amb1ent arr 0< any 
other environmental medium In, on, or under, the leased premises, by any waste. pollutant, or contaminant. Lessee shall not bring or perm1t to remain on 
the leased premises any asbestos containrng matenals, explosives. toXJc materials, or substances regulated as hazardous wastes. hazardous matenals. 
hazardous substances (as the term ·HazardOus SubStance· IS defined In the ComprehenSive Envrronmental Response. Compensatron and l.Jabrhty Act 
(CERCLA), 42 U.S.C. Sections 9601 . et seq.), or toXJc substances under any federal . state. 0< local law or regulahon ("Hazardous Matenals·). except 
ord1nary products commonly used In connecuon With au and gas exploratron and development opera bans and stO<ed In the usual manner a no quanuoes 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1 ) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LE.ASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. Th1s lease is Issued under U1e prOVISions of Texas Natural Resources Code 52.171 through 52.190. commonly 
known as the Rebnqu1shment Act, and other applicable statutes and amendments thereto. and rf any proVIsion In this lease does not conform to these 
statutes. the statutes Will preva11 over any nonconforming lease PfOVIsrons. 

-
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38. EXECliTlON. This oil and gas lease must be signed and acknowledged by the Lessee before Ills filed of record in the county records and 
1n 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 th1s lease shall be the date found on Page 1. 

39. LEASE FI LING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be flied of record In the office of the 
County Clerk in any county in which all or any part of the leased P<emises Is located. and certified copies thereof must be flied In the General Land 
Office. Th1s lease is not effective until a certified copy of this lease (which Is made and certified by the County Clerk from his records) Is filed In the 
General Land Office In accordance with Texas Natural Resources Code 52.183. Additionally. this lease shall not be binding upon the State unless It 
reclles the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing fee shall 

·-~"''"~-·~ OOP'Oo ~Go;~:~~ 

Title: Kenneth H Gray District Landman Enernen Resources Coro • 

Date: j - .Z..:Z -// 

STATE OF TEXAS 

BY:~ &__g:..__,_ --:--~ 
Individually '\nd aslagent for the State of Texas 

Date: "l-J "'\ _ 1\ 
• 

STATE OF TEXAS 

BY:~~--~--~~~~~~---------­
Individually and as agent for the State of Texas 

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

STATE OF TEXAS 

BY: 
lndiVI~.-;du-a-;ll:-y-a-nd-:-a-s-a-=g-=en::t:-;f,-or::t:;-h-e-;:S::-ta-:t-:-e-o7f T;e-xa=s- ----

Date: _ _________ _ 

STATE OF TEXAS 

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

52 9 



• •••••• • • 
• 

•• • • •• 

• 
•••• • •••• 

BQOI{ PAGE 53(., 

:::T:::~"fu f(ld (CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned aulhonty, on th1s day personally appeared ~~~ /J.. ~ 
known 1~ }IJ.,e to be the person whose~ subscnbed 10 the for~~eniS ~ ~:L;~:;c ~II I 

of c:..:ro Q ll ~ oro ~44-t.,Jl r 0 /.) ~a Jlt- and acknowledged to me that he 

executed the same for the purposes and conslderalion therein expressed. In the capaCity stated, and as the act and deed of said corporaUon . 

G1ven under my hand and seal of office this the~day of 

CfiiBIE CAAQ WAU<ER 
MY COMMSSION EXPIRES 

Oc:lobet 2t, 2011 

STATE OF ______ __ _ 

COUNTY OF--------

Notary Publ1c 1n and for _Lf2 ....... """""7'1'......,ff1....,,./J"'--------

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME, the undersigned aulhonty. on th1s day personally appeared---------------------­

known to me to be the person whose name is subscnbed to the foregoing Instruments as-------------------­

of------------------------------------- and acknowledged to me that he 
executed the same for the purposes and COOSideration therein expressed, In the capaCity stated. and as the act and deed of sa1d corporauon 

G1veo under my hand and seal of office th1s the _ __ day of---------· 20 __ 

STATE OF -(£ '6.J'1 S 

COUNTY OF t/8/l.&IS 

Notary Publ1c In and for-------------

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME. the undersigned aulhonty. on this day personally appeared -':fli""'-'-'c"'-'v''-'£.=:.:.N....:.. _ _;_8...:1YT._..:..::'£~S=----'-o_o-'-,.;'-------

known to me to be the persons whose names are subscnbed lo the foregoong 1ns1rumeot. and acknowiedged to me that they exewted the same for the 

purposes and considerauon there1n expressed. 

STATE OF ________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _______ __ 

BEFORE ME, the unders1gned aulhonty. on this day personally appeared--------- -------------

known to me to be the persons whose names are subscnbed to the foregoong 1nsii\Jment. and acknowledged to me that they exewted the same for the 

purposes and coOSideraoon theretn expressed. 

G1ven under my hand and seal of office th1s the _ _ _ day of--------- 20 _ _ . 

Notary Pubhc 1n and for ____________ _ 
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EXHIBIT "A" 

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 2011 , by and 

between the State of Texas, acting by and through its agent Steven Bates Toon, as Lessor 
and Energen Resources Corp., as Lessee. 

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

the lease. 

I . Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the 
option to maintain this lease for an addllional two (2) years by delivering delay rentals for the 
second year in the amount of$15,9 15.00. One half ( 1/2) of the second year delay rental will be 
paid to the Lessor and one half(l /2) will be paid to the State ofTexas. Delay rental for the third 
year are included in the second year delay rental and if the second year is paid then no additional 
delay rentals are due under this lease. 
2. Marketing/Other Costs." Lessors' royalty on oil, gas and associated liquid or liquefiable 
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store, 
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or 
expenses whatsoever, except any severance, excise, windfall or, other like and s imilar tax 
imposed thereon. To the ex tent that this lease is deemed to be a "market value at the well" fonn 
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production 
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value 
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this 
lease of all such post-production costs and expenses, including costs of production, gathering, 
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and 
otherwise making the oil, gas and other products produced hereunder ready for sale or use." 
3. Royal ty Payments Due. "A ll royalties that may become due hereunder shall commence to 
be paid on each well within ninety (90) days after the first day of the month following the month 
during which any well is completed and commences production. Thereafter all royalties on oil 
shall be paid to Lessor on or before the last day of the month following the month of production. 
and all royalties on gas shall be paid to Lessor on or before the last day of the second month 
fo llowing the month of production. Royalties not paid when due shall bear interest payable to 
Lessor, their heirs or assigns, at the rate of2% above the prime rate as quoted by Chase Bank, 
New York City, New York or its successors, commencing at the rate as quoted on the date such 
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall 
commence on the date payment is due and shall continue until payment is made in fu ll. In no 
event shall the interest rate be greaterthan the maximum allowed by law. If royalty is not paid by 
such due date, Lessor may give Lessee written notice (by certified mail. return receipt requested 
to the addresses specified in this lease) o f nonpayment of royalty. and if Lessors' royalty is not 
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is 
a bona fide dispute or a good faith question, based on an attorney's written title opinion of 
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest­
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the 
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rightful royalty owner." The contents conta ined herein paragraph number 3. shall apply only to 
the owner of the surface and under no circumstance affect the Sate ofTexas. 
4. O il and G as Only. " It is further agreed and understood that this lease covers oil and gas 
only (including, with all oi l and gas, all cons tituent elements thereof and all other liquid or 
liquefiable hydrocarbons and products of every kind and character derived therefrom and 
produced therewith), and all minerals other than oil and gas are excepted here-from and reserved 
to Lessor, including, but not limited to, coal, lignite and uranium." 
5. Pooling: 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board . 
O il: Without Lessor's prior written consent, which shall not be unreasonably withheld, Lessee 
may not pool any of the above described land for an oil well , unless Lessee includes at least one 
half o f the leased premises wi thin the pooled unit; however, pooling for oil shall be allowed if 
pooling is to include lands m the SE 2 of Section 36, Block 2. H&GN RR. Co. Survey, Ree\ es 
County, Texas. Under no circumstance shall pool ing for oi l exceed 320 acres. And under no 
circumstances wi ll less than one half of the leased premises be included in any pooled unit. 
Gas: In the event Lessee elects to pool or unitize the above described land with other land or 
leases for the production of gas and related hydrocarbons from a vertical well, then any gas un11 
or un its so formed may not exceed 180 acres. In the event Lessee elects to pool or uni tize the 
above described land with other land or leases for the production of gas and related hydrocarbons 
from a horizontal well , then any gas unit or units so formed may not exceed 320 acres. 
6. Restrictions on Gas Poolin g: 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board. 
When T he Unit Well Is On Other Lands: 
Notwithstanding anything herein contained to the contrary, unless oU1erwise agreed to in writing 
by Lessor, in tile event a portion or portions of the leased premises are pooled or unitized with 
other lands or leases so as to form a gas pooled unit or units and the unit well is not situated on 
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall 
be comprised ofilie leased premises; provided, however, should an insufficient amount ofilie 
leased premises be available to fu lfill this requirement, then in such event, all of the then 
remaining acreage out of the leased premises not previously allocated to a well or wells shall be 
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably 
withheld. 
When T he nit Well Is On T he Leased Premises: 
Furthem10re, unless otherwise agreed to in writing, in the event a portion or portions of the 
leased premises are pooled or unitized wiU1 other lands or leases so as to form a gas pooled unit 
or units and the unit well is s ituated on the leased premises, then in such event, Lessee shall 
include all of the herein leased premises or all of the then remaining available acreage out of the 
leased premises not previous ly allocated to a well or wells, whichever the case may be, into said 
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld. 
7. Depth C lause. "Notwithstanding anything to the contrary contained herein one ( I) year after 
the expiration of the primary term or after all continuous development operations have ceased, 
afier the primary term, whichever is the later, shall release all depilis I 00 feet below the deepest 
producing strata in the well or wells located within the individual Retained Tract." 

-



• •••••• • • 
• r••••• • • 

• 
•• • • 
I • •. 

• 
•••• • •••• 

-

BOOf{ 8 6 8 

8. Lndcmnity. "Lessee assumes all risk and liabi lity of any kind and nature incident to, 
occasioned by or resulting in any manner from Lessee's operations hereunder, except that 
occasioned by Lessor's own gross negligence. Lessee agrees to keep said land duly and fully 
protected against liens of every character aris ing in connection with, or resulting from , said 
operations, and agrees to indemni fy and hold Lessor, and its respecti ve representatives, 
successors and assigns, harmless from and against any and all liens, demands, costs, expenses, 
attorney's fees, penalties, fines, remedial costs, restorations costs, judgments, sui ts and claims of 
any kind for damages occasioned by, or on account of, Lessee's (including Lessee's servants, 
agents, invitees, employees or independent contractors) operations, and against all claims for 
property damage, personal injury or death sustained by any person or persons whomsoever, 
natural or corporate, in connection with, or resulting from Lessee's operation hereunder, and 
whether or not involving active or passive negligence on the part of Lessee or its agents, 
contractors or employees . 
This lease. and all of the rights of Lessee hereunder, is made subject to all federal , state and local 
laws. rules. orders and regulations pertaining in any way to protection of air, water, earth, 
environmentally sensitive or threatened plant or animal life or any other part of the ecological 
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called 
the "Environmental Laws"). Lessee shall defend, indemnify and hold Lessor hannless from any 
and all liabi lity, losses, claims notices, suits, damages, remedial work and causes arising from or 
connected with (i) any fai lure to comply with any Environmental Law, and/or (ii) the physical 
condition o f the Leased Premises, to the extent such condition is caused, in whole or in part, due 
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The 
amounts covered by Lessee's indemnification of Lessor contained in the Preceding sentence 
shall include attorneys' fees and court costs. AND THE fNDEMN IFICATION SHALL APPLY 
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, £N WHOLE OR IN PART. 
It is further specifi cally provided that in the event it becomes necessary for Lessor to employ an 
attorney or attorneys to enforce any of Lessee's obligations hereunder and Lessor is successful in 
any court action to enforce the same, Lessee agrees to pay all reasonable attorney's fees and 
court costs incurred by Lessor in connection herewith. 
9. Production In-Kind. "Lessor may. at his option and sole risk, cost and expense, upon not 
less than 60 days notice to Lessee, require at any time or from time to time that payment of all or 
any royalties accruing to the Lessor under this Lease be made in kind. Except during such 
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market 
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be 
obligated to reasonably market gas produced from the Leased Premises and to prevent the 
drainage of gas therefrom . Without the prior written consent of Lessor, Lessee may not pay any 
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements 
with a term greater than one year." 
10. Information. "Upon written request, lessee shall provide lessor with copies of any title 
opinions, abstracts, or Iandman 's runsheets that are obtained by lessee. Lessee shall inform 
lessor, in writing, of any litigation or liens that wi ll affect the lease." 
11. Shut In Royalty Limitation. "Notwithstanding anything to the contrary herein, it is 
understood and agreed that this lease may not be maintained in force for any one continuous 
period of time longer than two (2) consecutive years after the expiration of the primary tern1 
hereof solely by the provisions of the shut-in royalty clause." 

YILE 1 __ 1_1_0_3_ 

FILED FOR RECORD OM THE 3RD DAY OF 

~~~n&;: 

lltf ~011 KlWN \'l;;~ll l:tmlt!'S N: ~-".£.. I!Arfl(. 
ftlf liSf w Itu m:;'"-'!SD ~:E•t fHn~n L:!:.WS£ or ClllM 
Oil lAC{ IS ~·,,w~ A!"- U~!..~ • ... '.:t.: ;:tZ 1.:<\.:,:il fl :::.aAI. 
lAI 

MARCH A- D- 2011 2 : 46 P~-

MA.RCH A. D. 2011 9:00 A f. . 
DIANNE 0. FLOREZ, COmiTY CLV.IUI' 
REEVES COmiTY, TEXAS 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego1ng IS a full, true and correct photographoc copy of the 
ong1nal record now m my lawful custody and possess1on. as the same 1s 
filed/recorded in the pubhc records of my off1ce, found 1n VOL 8 6 8 , 
PAGE..5ZZ_. THRU 533 . OFFlffibtJ)HBLIC 
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FILE I 1807 

Genetal Land OHIC411 
Rtl•nqulahment Act Lease Form 
RoviMd, Soptombor I H7 

~ustin, '<!Cexas 

OIL AND GAS LEASE 

THIS AGREEMENT os made and entered onto thrs ~ day of "'Ja.,n..,u .. a"'ry._ _____ ,20.1.1._ , between tile Stale of Texas. ac110g 

by ano lhtough ots agent, mMa!2!.1irthu..a,_T!.....IC.ahllie
12
ad!lll:s;;e __________________________________ _ 

of 4110 Brow Meadow Katy TX 77449 

(Qve Pem'-'nen1 Address) 

saod agent heteon referred to as the owner of the sod (whethef one or more). and .,E""o...,erl.loollieun-"R"e""s"'ou,.r"'cessa"'Co:><Lirp..__ ______________ _ 

of 3300 NQOh "A. Street BYII!MO 4 SU!te 100 Mts!land TX 79705 

(Gve Pennanenc Aeldless) 

hereonaher called Lessee 

1. GRANTING CLAUSE. For and on consoderaoon of the amounts stated below and of the covenants and agreements 10 be paod, kept ano 
perlormed by Lessee under lhts lease. U1e State of Teus aamg by and lhtough the owner of the SOli. hereby gtants. leases and lets unlo Lessee. for 
the sole and only purpose of prospecllng and dolling for and produong oil and gas. layong prpe lines. buoldlng tanks, stonng ool and bulldong power 
statooos, lelephooe hoes and other structures thereon, 10 produce, save, take care of. treat and transport saod products of the lease, the follOWing lands 
sotualed on Reeves County, Stale of Texas, to-WII. 

All of the NW/2 of Secoon 36, Block 2, H&GN RR Co. Su(lley 

SEE EXHIBIT 'A' ATIACHED HERETO AND MADE APART HEREOF 

contaonong ,.3"'18...,.30.._ ____ acres. more or less. The bonus consoderaoon paod for thos lease Is as follows: 

To the State of Texas. Tl!nty·None Thousand Seven Hundred E!OhiV·Seven 

Dollars ($&J39;,.7u8u7...,5.,.0'--------

To the owner ol the sod. hnty-None Thousand Seven Hundred Eoahtv-Seyeo 

Dollars ($39 787 50 

Total bonus consoderaoon. Seventv-None Thousand Frye Hundred Seyen'Y·Fiye 

Dollars ($79 575 00 

and 

and 

and 

50/100 

50/100 

No/100's· 

The total bonus consoderaoon pats! represents a bonus of One Thousand Ftve Hundred --aod---No/100's---­

---------------- Dollars ($! SQO.OO ) per acre, on 53 05 net acres. 

2. TERM. Subject to the other provosoons in lhrs tease. thos lease shall be for a lenn of three (J) years from 
thos date (heretn called ·pnmary term') ano as long thefeafter as 011 and gas, or either of tnem, os produced on paying quaoooes from saod land. As used 
in ll!os lease. the tenn ·produced In payong quantioes· means that the receopts from the sale or other authorized commercial use of the substance(s) 
coveted exceed out of pod<et operaUonal expenses for the six months last past. 
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3. DELAY RENTALS. If no wellts commenced on the leased premises on or before one (1) year from 11-.s dale. thos lease shalllennonale. 

unless on or before sUCh anntversary dale Lessee shall pay or lender 10 !he owner of the SOtl or lo his aedolln !he ------------­

--------------------------------- Bank, a!_~--~----~~----~--~~~~~----~~~~~~~--~~ 
or lis successors (v.tllch shall continue as the deposllory regard less of changes In lhe ownershtp of said land). the amounl specified below: In addllton. 
Lessee shall pay or tender lo lhe COMMISSIONER OF THE GENERAL LAND O FFICE OF THE STATE OF TEXAS. AT AUSTIN. TEXAS. a hke sum on 
or before said dale Paymenls under lhis paragraph shall operate as a renlal and shall cover the pmntege of defemng the commencemenl of a well lor 
one ( 1) year from said dale Payments under !his paragraph shall be In the follOWing amouniS: 

To the owner of !he SOtl ' Seven Thousand None Hundred Filty-Seyen ---and---50/l!XC=­

Dala~ ($,L7~9~57~5Q~-------J 

To the Slale of Texas· Seven ThoiJsand None Hu!ldred Ft!ty·Seyen ---a!ld---50/1~ 

Dalars ( $7 957.50 ) 

Tolal Delay Renlal· Ftfleen Thousand None Hundred Ftf!enn 

Dolla~ ($15 915 00 

a!ld No/100's 

In a hke m anner and upon hke paymeniS or lend~ annually, the commencemenl of a well may be further defened for successive penods o f one (1) 
year each during the pnmary lenn. Nl paymeniS or lenders ol renlal lo the owner of !he soil may be made by check or Stghl draft o1 Lessee. or any 
assognee of this lease. and may be delovered on or before lhe renlal paytng dale If lhe bank deStgnaled in thts paragraph (or liS successor bank) should 
cease 10 extsL suspend busoness. liquodale. faR or be succeeded by another bank , or for any reason fail or refuse 10 accepl renla l, Lessee shall no1 be 
held on default for faolure to make sUCh paymeniS or lend~ of renlat unbl thorty (30) days after !he owner of the SOtl shall delover to Lessee a proper 
recordable onstrument namong another bank as agenllo receve sUCh payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon productoon of otl and/or gas. Lessee agrees to pay or cause lo be paod one-half (112) of lhe royalty 
provided for on thos lease to the Commissioner of !he General Land Office of lhe Slate of Texas. al Austin, Texas. and one-half (112) of sUCh royalty lo the 
owner of lhe SOli 

(A ) OIL. Royally payable on oil, which Is defined as indudong all hydrocarbOns produced on a hquid fonn at the mouth of the well and also as 
all condensate. disbllate. and other liquid hydrocarbOns recovered from oil or gas run through a separator or olher equipment. as hereinafter provoded, 
shall be 1/4 part of the gross production or the market value !hereof. at the opUon of the owner of the soil or the Cornmossioner of lhe General 
Land Office. such value to be detennined by 1) the tighest posted price, plus premium. If any. oHered or paid tor oil , condensale. distillate. or other liquid 
hydrocarbOns. respeedvety, of a like type and gravoly In lhe general area v.tlere produced and v.tlen run. or 2) !he htghesl market pnce thereof oHered or 
paid on the general area v.tlere produced and v.t1en run. or 3) lhe gross proceeds of lhe sale thereof. v.hchever Is the greater. Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed In a plant, ol Will be run free of cost to lhe royalty owners through an adequate ool 
and gas separator of conveniJOnal type, or other equoprnent at least as effiCient so that all liQuid hydrocarbOns recoverable from the gas by sUCh means 
Will be recovered The requorement thai sUCh gas be run tlvough a separator or other eqUiprnenl may be waoved, ln wnUng, by lhe royalty owners upon 
such lenns and condobons as they prescnbe. 

(B) NON PROCESSED GAS. Royally on any gas (ondudlng ftared gas), v.tllch Is defined as all hydrocarbOns and gaseous subslances no I 
defined as ool ln subparagraph (A) above. produced from any well on said land (ucept as provided herein with respect to gas processed In a planl for 
the extracdon of gasoline. liquid hydrocarbOns or other produciS) shall be 1/4 part of lhe gross production or lhe market value thereof. at the 
oplton of the owner of the son or lhe COmmissioner of the General Land Office, sUCh value to be based on the highest market price paid or o ffered lor 
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 maxtmum pressure base In measuring lhe gas under this lease shall not at any tlme exceed 14.65 pounds per square Inch absolute. 
and lhe slandard base lemperatufe shall be surty (60) degrees Fahrenheot, correcbon to be made for pressure accordong to Boyle's Law. and for speofic 
gravoly accordong to tesiS made by !he Balance Method or by lhe most approved method of lesbng being used by the Industry allhe lime of lesbng. 

(C) PROCESSED GAS. Royally on any gas processed In a gasofone plant or other planl for lhe recovery of gasolone or other hquld 
hydrocarbOns shall be 114 pan ollhe residue gas and !he hquod hydrocartlOns extracted or !he market value thereof. at the opbon of !he owner 
of lhe SOli or lhe Commossooner of the General Land Office All royalbes due hereon shall be based on one hundred percent (100%) of lhe total plant 
production of resodue gas allnbulable lo gas produced from thos lease. and on fifty percent (50%). or that percent aCCNong 10 Lessee. v.tlochever is the 
greater. of lhe IOial plant production o f liQuid hydrocarbOns attnbulable to the gas produced from this lease: provided that if liquod hydrocarbOns are 
recovered from gas processed on a plant on v.t>och Lessee (or ots parent. subsidiary or affiliate) owns an lnteresL then the percenlage applicable to liQuid 
hydrocarbons shall be fifty percenl (SO%} or lhe hoghest percent aCCNong 10 a third party procesSing gas through such planl under a processing 
agreemenl negotoaled at ann's length (or if there os no such third party. the highest percent then being speofied in processing agreemeniS or conlr.K:ts In 
the ondustry), v.tllchever os lhe greater. The respectJve royal toes on residue gas and on liquid hydrocarbOns shall be delennlned by 1) the hoghest market 
price paid or offered for any gas (or liqUid hydrocarbOns) ol comparable quality in lhe general area. or 2) lhe gross pnce paod or oHered for sUCh residue 
gas (or the weoghted average gross sethng pnce for the respectJve grades of liQUid hydrocarbOns). wtvchever os the greater In no event. hOwever, shall 
the royaltoes payable under this paragraph be less than lhe royaloes which would have been due had !he gas nol been processed. 

(D) OTHER PRODUCTS. Royalty on carbOn black. sulphur or any other products produced or manufactured from gas (excepting liQuid 
hydrocarbOns) ....nether said gas be ·caSinghead.' 'dry.' or any other gas. by fracbonatong, burning or any other processong shaU be !14 part of 
the gross produebon of such products. or the marl<et value thereof, at the opbon or the owner of the SOtl or lhe CommlsSIOiler of lhe General Land Office, 
such marl<et value lo be delermlned as follows: 1) on the basis o f the hoghesl market price of each product for the same month in v.tloch such product os 
produced. or 2) on the basos of lhe average gross sale pnce ol each product for the same monlh In v.tllch such products are produced: v.tlichever Is the 
greater 

5. MINIMUM ROYAL TV. Dunng any year a her the expiratoon of lhe pnmary tenn of thos lease. If this lease Is malnlalned by producuon. the 
royalties paid under this lease In no event shall be less than an amount equal 10 the lolat annual delay renlal herein provided. otherWise, there shall be 

P~G! 

due and payable on or before the last day of the month suoceedlng lhe annoversary date of this lease a sum equal to lhe tolal annual renlal less lhe 
amount of royalties paid dunng lhe precedong year. If Paragraph 3 of ttvs lease dOes not speoly a delay renlal amounL then for lhe purposes of tho"~ 
paragraph. lhe delay renlal amount shall be one dollar ($ 1 00) per acre ('0 _ 
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6. ROYALTY IN KIND. Notwiii1Standong any oll1er provlsoon on 111os lease, at any tome or from Ume to hrne, the owner of the soil or 111e 
Commossooner of 111e Geoe<al Land Office may, atl/1e opbon of etll1er, upon not less than soxty (60) days nobce to the holder or the lease, require that the 
payment of any royatbes aCCI\Jing to such royalty owner under this lease be made in kind. The owner or l/1e sool's or the Commossooner or l/1e General 
Land Office's nght to take Its royalty In kind shall not domu11sh or negate the owner or the SOil'S or the Commtssloner or the General Land OffiCe's nghts 
or Lessee's obilgabons, whell1er express or mplled, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruong under this lease (lncludong those paod In kind) shall be Wll/1out deduction tor 
111e cost or produCing, gathenng. stonng, separating, treating, dehydrating, compressong, processong, transporting, and otherwose making the ool. gas and 
o111er products hereunder ready for sate or use lessee agrees to compute and pay royalties on l/1e gross value recetved, ondudong any reombulsements 
for severance taxes and prodUCIKln related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent thos lease's proportJonate share of any tuel 
used to process gas produced hereunder In any processing plant. Notwoll1standong any oll1er provisoon or this lease, and subJect to the wntten consent of 
the owner or the soot and 111e Commossooner of the General Land OffiCe, Lessee may recycle gas lor gas loft purposes on the teased premises or for 
intecbon onto any oot or gas producang formabon undef!Ying l/1e leased premoses after the loquod hydrocarbons contaoned on the gas have been removed, 
no ooyaltles shall be payable on tho recycled gas unbl It Is produced and sold or used by Lessee 1n a mamer which enbUes l/1e royalty owners to a 
royalty under thos lease. 

II. ROYALTY PAYMENTS AND REPORTS. Nl royalties not taken on kond shall be paod to the Commossloner or the General Land Office at 
Ausbn. Texas, on l/1e follOwing manner: 

Payment or royalty on prodUCIIOn or 011 and gas shall be as provoded on 111e rules set fonh In the Texas Regoster. Rules currenUy proVIde that royalty on orl 
IS due and must be receoved on l/1e General Land OffiCe on or before the 5th day or 111e second monll1 succeedong the month or prodUCIIOO, and royalty 
on gas os due and must be receoved on the General Land Office on or before the 15111 day of the second month succeedong the month of prodUCIKln, 
accompanoed by the affidavit or l/1e owner, manager or other aull10nzed agent, completed In tho rorm and manner prescnbed by the General Land Office 
and shoWing the gross amount and dosposibon of all 011 and gas produced and the marltet value of the oil and gas, together With a copy or all documents. 
records or repons confirmong the gross produei>On, dosposobOn and marltet value oncludong gas meter readongs. pipelone rece.pts, gas line receopts and 
other Checl<s or memoranda of amount produced and put onto popelonos, tanks. or pools and gas lines or gas storage, and any other repons or records 
whiCh the General Land Office may requore to venly the gross productiOn, dosposotlon and marltet value In all cases tho aull10nty of a manager or agent 
to act lor the Lessee heretn must be filed on the General Land Office EaCh royalty payment shall be accompanied by a chedc stub, schedule, summary 
or other remottance advoce shoWing by 111e assigned General Land OffiCe lease number the amount of royalty beong paod 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 
greate<. A royalty payment which Is over thirty (30) days tate shall accrue a penalty of 10% of the royalty due or $25.00 whiCheve< is gteater. In addobon 
to a penalty. royaiUes shall accrue Interest at a rate of 12% per year. such Interest Will begon to accrue when the royalty os soxty (60) days overdue. 
AffidaVIts and supporting doeunents whoch are not filed when due shall incur a penalty on an amount set by the General Land Office admonostrabve rule 
which is effective on the date when the affidavots or supporting documents Wll(e due The Lessee shall bear aU responsoblllty for payong or causong 
royalbes 10 be paod as prescribed by the due date provided hereon. Payment of the delonquency penalty shall In no way operate to prohibit the State's 
nght of forlettufe as provided by law nor act to postpone l/1e date on whiCh royal~es Wll(e origonally due. The abOve penalty provosions shall not apply in 
cases of uue dospute as to the State's portJon of the royalty or to that portJon of the royalty '" diSpute as to laor marltet value. 

10. (AI RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall amually tumosh the CommiSSioner of the General Land Office 
With Its best possoble es~mate of oil and gas resOlVes underlying thos lease or allocable to thos lease and shall lumosh said Commossooner With copoes of 
all conuacts under whoch gas Is sold or processed and all subsequent agreements and amendments to such contracts Within thirty (30) days after 
entering on to or makong such contracts, agreements or amendments Such contracts and agreements when receoved by the General Land Office shall be 
held on confidence by the General Land Office unless othet'Mse aulhonzed by Lessee. Nl other contracts and records penaining to 111e production, 
transportabon, sale and marltebng of the od and gas produced on said premiSes, oncludong the books and accounts, receopts and discharges of all wells. 
tanks, pools. meters. and popelines shall at all times be subject to onspecbOn and exam1nation by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representabve of any of them. 

(B) PERMITS, DRILLING RECORDS. Wntten nobce of all operabons on this tease shall be submitted to the Commossooner 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 wntten nobce to l/1e General Land Office shalt Include copoes of Railroad Commossoon forms lor appt1C31Kln to dnll. Copies of well tests, 
complebOn reports and pluggong reports shall be supploed to l/1e General Land Office at the bme l/1ey are filed With the Texas Railroad Commlssoon. Nl 
appllcabons. permits, reports or other fihngs that reference this tease or any spoofic well on the teased premoses and that are submotted to l/1e Texas 
Railroad Commossoon or any other governmental agency shall include the word ·state· In the uue. AddobOnally, In accordance woth Raolroad Commission 
rules, any sJgnage on t11e teased premises tor the purpose of odentilying wells. tank banenes or other associated improvements to the land must also 
onclude l/1e v.ord "Slate • Lessee shall supply l/1e General Land Office v.1th any records, memoranda, accounts, repons. cuttings and cores, or other 
lnformabon relabve to l/1e operaoon of the abOve-descnbed premoses, whiCh may be requested by the General Land Office. In addobOn to those he<etn 
expressly provided tor. Lessee shall have an electncal and/or radiOactiVIty survey made on the bore-hole secbon, from the base of the surface casong to 
the total depll1 of well, of all wells dnlled on the abOve descnbed premoses and shall transmol a true copy of the tog ol eaCh survey on each well to l/1e 
General Land Office Within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall oncur a penalty whenever reports, doct.ments or other matenals are not filed on the General Land Office when 
due. The penalty for late fihng shall be set by the General Land Office admorustrauve rule which os etlecbve on the date v.nen l/1e matenals were due on 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng 111e pnmary term hereof and prior to doscovery and 
prodUCIKln of 011 or gas on said land, Lessee should drill a dry hole or holes thereon, or of during the pnmary term hereof and alter the doscovery and 
actual productJOO of 011 or gas from 111e leased premoses such prodUCIKln thereof should cease from any cause. thos lease shal not termonate U on or 
before t11e expraiKln of soxty (60) days from date of complebon of said dry hole or cessabOn of producbon Lessee commences additiOnal dnlhng or 
reworl<ong operabons thereon. or pays or tenders the next amuat delay rental in the same manner as provided In this lease. If. dunng the last year of the 
pnmary term or Wlll11n sixty (60) days pnor thereto. a dry hole be completed and abandoned, or l/1e producuon of oil or gas shOuld cease lor any cause. 
Lessee's nghls shall rernaon in luU Ioree and effect Wi thout further opera~ons unbl the expirabon of l/1e pr~mary term; and If Lessee has not rescmed 
proaucuon on payong quantities at l/1e exporabOn of l/1e pnmary term, Lessee may maontaon this lease by c:ondUCIIng addobonal dnllong or reworking_jCV 

(f' 
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operabons pursuant to Paragraph 13, usmg the exptration of the pnrnary le<m as lhe date of cessaoon of production under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shuHn od or gas well ""thin the pnrnary te<m 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 exptrabon of suny (60) 
days from the date of complebon of such shuHn oil or gas well and upon the failure to make such payment, lhls lease shaM Ipso faao term1nate. If at the 
exp1rabon of the pnmary le<m or any tune thereafter a shut·in ool or gas well Is located on the leased premises, payments may be made 1n aeco«<ance 
""th the shut~n provisions hereof. 

12. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exp1rabon of the primary te<m. nelther oil n0< gas Is be1ng 
produced on said land, but Lessee is then engaged In dnlling or rev.orklng operabons lhereon, lin lease shall remain In force so long as operations on 
said well or for dnlling or rey,orking of any add11ional wells are prose<:uted In good la1th and 1n v.orkmanlike manner ""thou! lnte<ruplions totakng more 
than suny (60) days dunng any one such operation, and If lhey resutt1n the prodUCtion of oil and/or gas. so long lhereafter as oil and/or gas Is produced 
In paYing quanbties from said land, or payment of shut~n ool or gas well royalbes or compensatory royalbes IS made as proVKied In th1s lease. 

13. CESSATION, DRILLING, AND REWORKING. If, after the expirabon of the pnrnary te<m. produc1lOo of ool or gas from the leased 
premises. after once obtained, should cease from any cause, this lease shall not term1nate if Lessee commences add11ional dnlling or rev.orklng 
operations within sixty (60) days after such cessation, and this lease shall remain 1n full force and effect for so long as such operations conbnue In good 
faith and In v.orkmanhke manner without intem.options totaling more than soxty (60) days If such drilling or rev.orklng operations result In the production 
o f oil or gas. the lease shall remain in lull force and effect for so long as oil or gas Is produced from the leased premises in paying quantities or payment 
of shut· in oil or gas well royalties or payment of compensatory royalties Is made as provided herein or as provided by law. If the drilling or reworking 
operations result In the completion o f a well as a dry hole. the lease Will not terminate If the Lessee commences additional drilling or re-.orklng 
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 v.orkmanhke manner Without interruptions totaling more than sixty (60) days. Lessee shall g1ve written nobce 
to the General Land Offoce wi thin thirty (30) days of any cessabon of production 

14. SHUT·IN ROYAL TIES. For purposes of thos paragraph. 'Weir means any well that has been assogned a well number by the state agency 
having junsd1ction over the production of oil and gas. If. at any time after the expiration ol the pnmary te<m of a lease 11\a~ until being shut In, was being 
maontained In force and effect, a well capable of producing oil or gas in paYing quanbbes is located on the leased premises. but ool or gas is not betng 
produced for lack of SUitable production faal1bes or lad< of a SUitable market. then Lessee may pay as a shut~n oil or gas royally an amount equal to 
double the annual rental provided in the lease. but not less than S 1,200 a year for each well capable o f producing ool or gas In paYing quanbbes If 
Paragraph 3 of this tease does not specify a delay rental amount. then for the purposes of thts paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre To be effective. each lrntial shut~n oil or gas royally m ust be paid on or before: ( 1) the expiration of the pnrnary 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 rev.orklng operation In aeco«<ance 
with the lease provoslons, wt11Chever date Is lates~ Such payment shall be made one-half (112) to the Commissioner of the General Land Office and on&­
half (112) to the o- of the soli. If the shut~n ool or gas royally Is paid. the lease shall be conSidered to be a produong lease and the payment shall 
extend the term of the lease for a period of one year from the end of the pnrnary term, or from the first day of the month following the month on wl1lch 
production ceased. and. after thal if no SUitable productJon faollties or suotable marl<et for the ool or gas exists, Lessee may extend the lease for four 
more successive periods of one ( 1) year by paYing the same amount each year on or before the expjratlon of each shut-tn year 

15. COM PENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut~n oil or gas royalty. oil or gas Is 
sold and delivered In pa)'lng quantities from a well lOcated ""thin one thousand ( t .OOO) feet of the leased premises and completed In the same produong 
reservoir. or In any case In wl11ch drainage is occun1ng, the nght to conbnue to ma1ntaon the lease by paying the shut·ln oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder o f the year for wnich the royally has been paid. The Lessee may maintain the lease lor four more 
successive years by Lessee paying compensatory royally at the royalty rate provided In the lease of the market value of producllon from the well caus1ng 
the drainage or wi11Ch Is completed In the same producing reservoir and wi thin one thousand ( 1.000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly, one-half (112) to the Commissioner of the General Land Office and one-half (112) to the O'M1er of the soot. beginning on or 
before the last day of the month following the month In wnlch the oil or gas Is produced lrom the well causing the drainage or that is completed In the 
same producing reservoir and located with1n one thousand (1,000) feet of the leased premises. II the compensatory royally paid In any 12-month period 
Is an amount less than the annual shut~n oil or gas royalty, Lessee shall pay an amount equal to the difference ""thin thirty (30) days from the end of the 
12-month period. Compensatory royally payments wt1ich are not timely paid ""II acoue penally and interest In aeco«<ance ""th Paragraph 9 of this 
lease N one of these provosoons will relieve Lessee o f the obligabon of reasonable development nor the oblogabon to dnll offset wells as provided In 
Texas Natural Resources Code 52.173; however. at the determination of the Commissioner. and ""th the Commissioner's ....,nen approval, the payment 
of compensatory royalbes can satisfy the oblogation to dnll offset wens 

111. RETAINED ACREAGE. Notwi thstandong any provoslon of th1s lease to the contrary, after a well produong or capable of produong ool or 
gas has been completed on the leased premises. Lessee shall exerose the d11ig81lce of a reasonably prudent operator in drilling such addohonal well or 
wells as may be reasonably necessary for the proper development of the leased premises and In markebng the producbon lhereon. 

(A) VERTICAL. In the event this lease Is In force and effect tv.o (2) years after the exptratlon date of the primary or extended te<m it shall then 
terminate as to all of the leased premises. EXCEPT ( 1) 40 acres surrounding each ool well capable of produong In paYing quanbbes and 320 acres 
surround1ng each gas well capable of producing in paYing quanbtJes (Including a shut~n oil or gas well as proVIded In Paragraph 14 hereof). or a well 
upon ..tllch Lessee Is then engaged in conbnuous driNing or reworl<ing operabons. or (2) the number of acres Included In a produong pooled unit 
pursuant to Texas Natural Resot.rees Code 52.151·52.154. or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration urnt for each such produong well under the rules and regulabons of the Railroad Commission of Texas. or any successor 
agency, or other governmental authonly having junsdlction. If at any bme after the effective date of the paroal termination provosions hereof. the 
applicable fteld 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 ro said well or wells lor production purposes. 
Notwithstanding the termination o f this lease as to a por1lon of the lands covered hereby, Lessee shall nevertheless conbnue to have the righ t of Ingress 
to and egress from the lands still subject to this lease for all purposes deSCflbed In Paragraph 1 hereof, together with easements and rights-of·way for 
exlsUng roads, existing pipelines and other eldstlng facilities on, over and across all the lands described In Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL. In the evenlthos lease is on Ioree and effect I'M:l (2) years alter the expora~on date of the pnmary or extended term 11 shall 
1..nnc:r termonate as to all depths below 100 feet below the total depth dnlled (hereonafter ·deeper depths·) In each well located on acreage retaoned in 
Paragrapn 16 (A) above. unless on or before I'M:l (2) years after the primary or extended term Lessee pays an amount equal to one-hall ( 112) of the 
oonus ongonally paod as consideration for this lease (as speafied on page 1 hereof}. II such amount is paid. this lease shall be In force and eHect as to 
s..cn ceeper depths. and saKI terminabon shall be delayed lor an addotional penod of I'M:l (2) years and so lOng thereafter as od or gas is produced in 
payong quantJoes from such deeper depths covered by tills lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retaoned hereunder as to each well shall. as nearly as pracocal. be on the form of a 
square wtth the well located '" tne center thereof. or such other shape as may be approved by the Commissooner olthe General Land Office Wllllln 
thirty (30) days after parualtermlnabon of this lease as provided hereon. lessee shall execute and r8CO(d a release or releases contaonong a saosfacto<y 
legal descnpbon of the acreage and/or depths not retaoned hereunder. The r8CO(ded release. or a cerufied copy of same. shall be filed on the General 
Land Office. accompanied by the tihng fee prescnbed by the General Land Office rules In eHect on the date the release IS filed. If lessee fads or refuses 
to execute and record such release or releases wtthon nonety (90) days after being requested to do so by the General Land Office. then the 
Commissioner at In sole doscrebon may de51Qnate by wntten onsttument the acreage and/or depths to be released hereunder and record such 
Instrument at Lessees expense In the county or counoes where the lease os located and in the official rOCO(dS of the General Land Offoce and such 
deslgnaoon shall be bondong upcm lessee for all purposes. 

17. OFFSET WELLS. Netther the bonus. delay rentals. nor royal~es paid. or to be paid. under tills lease shall reloeve Lessee of his obhgabon 
to pro tect the 011 and gas under lhe abov&-descnbed land from b81ng draoned. Lessee. sublessee. receover or other agent on coniiOI of the leased 
prernoses shall dnll as many wells as the facts may jusbfy and shall use appropnate means and dnll to a depth necessary to prevent undue draonage of 
oil and gas from the leased premoses. In addotoon. of oil and/or gas shOUld be produced on commerCial qua no ties wttllln 1.000 feet of the leased premises. 
or In any case IM"Iore the leased premises is being drained by prOducUon of ool or gas. the lessee. sublessee. receover or other agent in control of the 
leased premoses shall in goOd faolh begin the drilling of a well or wells upon the leased premises Within tOO days after the dralnong well or wells or the 
well or wells completed within 1.000 feet of the leased premises stan prOducong In commeroal quanbUes and shall prosecute such dnlhng with doligence. 
Failure to saUsfy the statutory offset obligabon may subject this lease and the owner of the sool·s agency nghts to forfeiture. Only upcm the determonabon 
o f the Commossooner of the General Land Office and with his wntton approval may the payment of compensatory royalty under applicable statutory 
parameters sabsly the obhgaoon to dnll an offset well or wells requored under this paragrapn. 

18. FORCE MAJEURE. II. after a goOd faoth eHon. Lessee is prevented lrom complyong wtth any express or implied covenant of this lease. 
from conducong dnlling op8fations on the leased premises. or from prOducong ool or gas from the leased premoses by reason of war. rebelloon. nots. 
stnkes. acts ol GOd. or any valid order. rule or regulaoon or government authonty. then whole so prevented. Lessee·s obligaoon to comply With such 
covenant shall be suspended and Lessee shall not be ~able for damages for failure to comply with such covenants; addotionally. thos tease shall be 
exterlded vnle lessee os prevented. by any sucn cause. from conducong dnHong and reworl<ong operabons or from prOduong od or gas from 111e teased 
prernoses However. notlllng In this paragraph shall suspend 111e payment of delay rentals in order to ma•ntaon lhos tease on eHect dunng the pnmary term 
In ltle absence ol such dnUong or reworlong operaoons or prOduction or ool or gas. 

18. WARR.ANTY CLAUSE. The owner of the sool warrants and agrees to defend bUe to the teased premoses If the owner of the sool defaults 
on payments owed on the leased premoses. then Lessee may redeem the nghts o f the owner of the sool on the leased premoses by payong any mongage. 
taxes or other liens on lhe leased premises If lessee makes payments on bella~ of the owner of the sool und8f tills paragraph. lessee may recover the 
cost of these payments from the renta l and royaloes due the owner of the soot. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soot owns less than the enore undovlded surface estale on the above 
descnbed land. Whether or not lessee·s interestos specified heretn. then the royaloes and rental hereon provided to be paid to the owner of the sod shaU 
be paid to hun In the proportion v.lloch his Interest bears to the enbre undoVIded surface estate and the royaloes and rental hereon provided to be pal<! to 
the Commossooner of the General Land Office of the State of Texas shall be hkOWise proporllorlately reduced. However. before Lessee adJusts the 
royalty or rental due to lhe CommosSKlner of the General Land Offoce. lessee or hos authonZed representabve must submu to lhe Commossoooer of 111e 
General Land Office a wntten statement whoch explaons the dosaepancy between the Interest purponedly leased under thos tease and the actual interest 
owned by the owner of the sod. The CommosSloner of the General Land Office shall be paod the value of the \Mlole prOducoon allocable to any undivided 
Interest not covered by a lease. less the proportionate development and prOducoon cost allocable to such undovlded Interest. However. In no event shall 
the Commlssooner of the General Land Office receive as a royalty on the gross prOducbon allocable to the undoVIded Interest not leased an amount less 
than the value o f one-soxteenth (1/16) of such gross producoon. 

(B) REDUCTION OF PAYMENTS. If. during the pnmary term. a ponoon of the land covered by this lease Is onduded wtthon the boundanes 
of a pooled unot that has been approved by the School Land Board and the owner of the sool In accordance wtth Natural Resources Code Secbons 
52.151·52. 154. or ol. at any orne aher the exporaoon of tile pnmary term or the extended term. thos lease covers a lesser number or acres than the total 
amount descrobed hereon. payments that are made on a per acre basos hereunder shall be reduced according to the number of acres pooled. released. 
sunendered. or othe.......,se severed. so thai payments delermoned on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon lhe number of acres outsode the boundanes of a pooled urllt. or. of af1er the expirabon or the pnmary term. the number of acres 
aelually retaoned and covered by thos lease. 

21 . USE OF WATER. l essee shall have the nght to use water prOduced on said land necessary for operaoons under tills lease except water 
from wells or tanks of the owner of the soil; provided. however. lessee shall not use potable water or water suotable for hvestocl< or orngaoon purposes 
for waterflood operaoons Without the poor consent of the owner of the sool. 

22. AUTHORLZ.ED DAMAGES. Lessee shaU pay the owner of the sool for damages caused by Its operaoons to all personal properly. 
improvements. kvestocl< and crops on saKI land. 

23. P IPEUNE DEPTH. When requested by the owner of tne sool. Lessee shall bury ots popelones below plow depth. 

24. WELL LOCATION UMIT. No well shall be dnlled nearer than I'M) hundred (200) feet to any house or bam now on saKI premoses Without 
the wnnen consent olthe owner of the sool 
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25. POLLUTION. In developing ltos area. Lessee shall use lhe highest degree or care and al proper safeguards lo prevenl pollullofl Wilhout 
hmmng lhe foregoing. pollullofl of coaslal weUands. naiUral waterways. nvers and Impounded watf!f shaU be preveoled by lhe use or contaonment 
fao~oes sufficlenl 10 prevenl sprllage. seepage or ground walf!f contaminabOn. In lhe even! or pollullofl. Lessee shall use all means al its disposal 10 
recap!Ure all escaped hydrocarbons or olher pollutanl and shall be responsoble lor all damage to publoc and pnvale properiJes. Lessee shall buold and 
mainlaln fences around Its slush. sump. and drainage pits and tank baneries so as to protect livestock against loss. damage or ln,ury: and upon 
complelion or abandonmenl of any well or wells, Lessee shall fill and level all slush pits and cellars and completely dean up lhe drilling sile or all rubbish 
lhf!feon. lessee shall , wllole conducting opf!(81JoflS on lhe leased prf!fnoses. keep said premises free or all rubbish, cans, bo!Ues, paper cups or garbage. 
and upon completion of operalions shall reslore lhe surface or lhe land 10 as near its anginal condolion and conlours as Is prac ticable Tanks and 
equipment ...,;11 be kepi painted and presenlable. 

211. REMOVAL OF EQUIPMENT. Subjectlo hmolallons In !his paragraph, Lessee shall have lhe righllo remove machinery and fixtures placed 
by Lessee on lhe leased prf!fnlses, lncludong lhe nghl lo draw and remove casong, .,;lhtn one hundred twenty ( 120) days aner lhe explrallofl or lhe 
lennonallofl or this lease unless lhe owner or lhe soot grants Lessee an extenSIOII of this t 2!klay penod However. Lessee may not rf!fnOVe cas1119 from 
any well capable or produong orl and gas on paying quantibes. AddoUonally, Lessee may nol draw and remove caSing un~l aner lhirty (30) days wnnen 
no~ce to lhe Commossioner ol the Genf!(81 land Office and to !he owner ollhe soil The owner or lhe sorl shaN become lhe owner of any machnery, 
fixtures. or casing wlllch are not timely rf!fnoved by Lessee under lhe tenns or thos paragraph. 

27. (A) ASSIGNMENTS. Under lhe oondotions conlalned In !his paragraph and Paragraph 29 olthls lease. the rights and es1a1es or etlher 
party to thos lease may be assigned. In wllOie or in part, and !he prOVISIOnS or lhos lease shall extend to and be btndong upon their hetrs, d8VIsees, legal 
repcesenlatives, successors and assigns. However. a change or divisoon In ownershop or lhe land, cenlals. or royal lies ....;11 not erolarge lhe obllgatoons of 
Lessee, dominish lhe rights. pnvileges and eslates or Lessee. om pair lhe eff~veness ol any payment made by Lessee or Impair lhe effectiveness or any 
acl performed by Lessee. And no change or division In ownership or the land. renlals. or royalties shall bond Lessee lor any purpose untillhony (30) days 
aher lhe owner or lhe soli (or his hetrs, deVIsees. legal representatives or assigns) rumoshes lhe Lessee .,;th satislactory wrillen evidence or !he change 
on ownershop, lncludong lhe ongonal recorded murvments ol ~Ue (or a ce<llfied copy or such ongonal) ...nan lhe ownership changed because of a 
conveyance. A total or parual assignment or ltos lease shaM, to lhe extent of lhe Interest assogned, relieve and doschacge Lessee of all subsequent 
obligallons under !his lease II !his lease os assogned on ots enbrety as 10 only part o f the acreage. lhe right and oplloflto pay rentals shall be appol1ooned 
as between the sevf!(81 owners ratably, aocordong to lhe area of each, and laolure by one or more or !hem 10 pay hts share ollhe rental shall nol affect 
thos lease on the part of the land upon v.nich pro ra1a renlals ace timely paod or tendered; hOwever, if the assognor or assignee does not file a ce<llfled 
copy of such as51gnmen1on lhe General land OffiCe before the next cenlal paying dale, the enUre lease shall lennonate for faolure lo pay the enbre cenlal 
due under Paragraph 3. Every assognee shall succeed lo all rights and be subfect 10 all oblogallonS, kabilo~es . and penalties owed to the State by lhe 
ongonallessee or any pnor asSignee or the lease, includong any loabtlo~es to lhe Slate lor unpaod royalbes. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), If the owner of the sool acquires this lease In whOle or In 
part by assognmenl .,;lhoul lhe prior wrillen approval ol lhe Commissioner or lhe General land Office, this lease is void as of the time ol assignment and 
the agency power of lhe owner may be forfeoted by the Commossooner An assignment Will be trealed as if It were made lo lhe owner o f lhe sorl of lhe 
assognee os: 

( 1) a nomonee of lhe owner of lhe sorl, 
(2) a corporabon or subsidiary in v.nich the owner olthe sorl os a pnnopal stockhOlder or is an f!(npioyee of such a corporallofl or substdoary: 
(3) a partnershop in wllich the owner of lhe soli Is a partner or Is an f!(npioyee of such a partnership; 
(4) a pnndpal stOCkhOlder or employee of the corporallon wllich Is lhe owner or lhe sort, 
(5) a partner or employee in a partnership wlloch os the owner of the soil, 
(6) a fiduciary for the owner of lhe soil ; including but notlimoled to a guardoan, lr\ISiee, executor. admonistrator, receover, or conservator for lhe 
owner o f the sorl , or 
(7) a lamoly member or the owner of lhe soil or related to lhe owner of the soli by marriage. blood. or adoptoon. 

28. REL.EASES. Under the condolions contained In lhos paragraph and Paragraph 29, lessee may at any llme execute and delover to the 
owner of lhe soil and place of record a release or releases covetring any po111on or po111ons of the leased premises. and !hereby surrender lhts lease as 
lo such pol1lon or por1Jons. and be reloeved or all subsequent oblogabonS as 10 acreage SUITendered If any part of lhts lease os properly sunendered, lhe 
delay rental due under this lease shall be reduced by lhe proporllofllhalthe surrendered acreage bears 10 the acreage which was covered by !his lease 
immediately pnor to such surrender. hOwever, such release wtll not relieve Lessee of any liabilities which may have accrued under thos lease pnor to lhe 
surrender or such acreage. 

29. FILING OF ASSIGNM ENTS AND RELEASES. If all or any part or thos lease is assogned or released. such assognment or release must be 
recorded on the county wllete lhe land Is situated, and lhe recorded instrument, or a copy of the recorded instrument certified by lhe County Clerk of the 
county In wllich the Instrument Is recorded, must be flied In the General land Office .,;thon 90 days of the last execullofl dale accompanoed by the 
prescribed filing fee. If any such assignment Is not so filed, the rights acquired under !his lease shall be subject lo forfeiture at the opllon or the 
Commossioner ollhe General Land Office. 

30. DISCLOSURE CLAUSE. All proVIsions pertainong to lhe lease or the above-descnbed land have boeen Included on lhos onslrumenl, 
including lhe slatemenl of lhe !rue consideralion to be paid for the execution or !his lease and the nghts and du~es or the parties. Any collateral 
agreements conceming the development of oil and gas from lhe leased premoses wllich are not contained in lhts lease render lhts lease invalod. 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a flduoary duty and must fully disclose any facts affecting lhe Slate's Interest in 
lhe leased prf!fnoses When the interests of lhe owner of lhe sorl conftoct ....;th those of lhe Slate. the owner of lhe sorl Is oblogated to put the Slate's 
onterests before hos personal onterests. 

PAGE 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment or any sum .,;thin thirty days aher II becomes due, or If Lessee or an 
authOrized agent shOuld knowtngly make any false retum or false report conceming producUon or drilling. or II Lessee shall fa ll or refuse to dnll any 
offset well or wells in good fai th as required by law and lhe rules and regulations adopled by lhe Commissioner of the Genf!(81 land Office. or if Lessee 
should laol 10 file reports on the manner required by law or fall 10 comply wt th rules and cegutalloflS prornulgaled by lhe Genf!(81 land Office. lhe SchoOl 
land Board. or lhe Railroad Commission, or n Lessee should refuse lhe proper aulhonty access to the records pertaonong to 01'8(81l0ns, or if Lessee or 
an aulhonzed agent shOuld knowtngly fall or reluse lo give correct lnformalion to lhe proper aulhonty, or kno....;ngly fail or refuse to furnish lhe General 
Land Office a conectlog of any well, or if Lessee shall knowtngly violate any of lhe matenal proVIsions or this lease. or of this lease is assigned and the 
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CommiSSIOner, and he shall forfe11 same when suffioenUy informed of the facrs which authonze a forfeilure, and when forfelled the area shall aga•n be 
suo,ect ro lease under !he terms of the RellnQUisiYnent Act However, nottung here.n shall be consii\Jed as wa.ving the automatic lerminaoon of th1s 
lease by opera~on of law or by reason of any specoaiiiiTlitabon ans1119 hereunder. Forfeitures may be set aSide and th1s lease and all nghls thereunder 
reonstated before the righls of another onl efllene upon saosfactory evidence 10 the Commiss•oner of the General Land Office of future compliance woth 
the provosoons of the law and of this lease and the rules and regula~s lhat may be adopted relative hereto. 

33. LIEN. In accordance woth Texas Narural Resources Code 52.136. the Stale Shall have a first hen upon all ool and gas prOduced from the 
area covered by this lease ID secure paymenl of all unpaid royalty and other sums of money lhat may beCOme due under this lease By acceptance of 
thos lease, Lessee grants the Stale, 1n add•~ ID the hen prOVIded by T eus Natural Resources Code 52.136 and any other applocable staiUiory ben, an 
express coni/actual hen on and security interesr In all leased monerals 1n and extracted from the leased premoses, all proceeds ..O.ch may accrue to 
Lessee from the sale of suctlleased minerals, whether such proceeds are held by Lessee or by a third pany, and all fixtures on and Improvements lo the 
leased premoses used In oonnecbon wolh the prOduc~ or procesSIIlg of such leased monerals U1 order ID secure the paymenl of aJJ royal~es or other 
amounts due or ro become due under tillS lease and lo secure payment of any damages or lOss lhal Lessor may suffer by reason of Lessee's breach of 
any covenanr or cond1~ of lhos lease, whether express or liT! plied. Thos ~en and secunty Ullerest may be foreclosed wolh or wothoul coon proceed•ngs In 
the manner provoded on lhe nue 1, Chap. 9 of the Texas BUSUless and Commerce Code. Lessee agrees lhat the CommiSSI008f may requore Lessee to 
execure and record such Instruments as may be reasonably necessary 10 ael<no'Medge, allach or pertect IIUs hen. Lessee hereby represents !hal there 
are no poor or supenor hens anSIIlg from and relaong ro Lessee's actJvobes upon the above-descnbed property or from Lessee's acqulsilion of this lease. 
Should lhe Commossl0l1er ar any CJme deremune lhat this representai!On os nor 11\Je. then the Comm1SSIOfl8f may declare lhos lease forfeited as provoded 
hereon. 

3-4. POOUNG. Lessee 1s hereby granred the nghl ro pool or uno~e the royalty onrerosr of the owner of the soot under this lease woth any other 
leasehold or m1neral inreresr for lhe explora~on, developmenr and producoon of ool or gas or eother of them upon the same lerms as Shall be approved 
by the School Land Board and the Commissioner of the General Land OffiCe for the pooling or unitiZlng of the lnreresr of the Stare under th1s lease 
pursuanrro Texas Narural Resources Code 52 151·52.154 The owner of the sool agrees lhalthe ondusion of IIUs provoSIOl1 U1 this lease sa~sfies the 
execu~on reqUifernents staled in Texas Narural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and doseharges the Stale of Texas and the owner of the sool, the~r officers, employees. paMers, 
agenrs. conuacrors, subeonrracrors. guesrs. lnvorees. and lheor respecove successors and ass1gns. of and from all and any ac~ons and causes of acbon 
of every nature, or other harm, incJud•ng env~ronmental harm, for which recovery of damages is sough!. onclud1ng, bur nor limited to, all losses and 
expenses 'Mlich are caused by the acovo~es of Lessee, its officers, employees. and agenrs ans•ng our of. onodental ro, or resul~ng from, the opera~ns 
of or lor Lessee on the leased prem•ses hereunder, or !hal may anse our of or be occas1oned by Lessee's breach of any of the rerms or provosoons of th1s 
Agreemenl, or by any other negligenl or sllicUy hable act or omissoon of Lessee. Funher, Lessee hereby agrees 10 be liable for, exonorale, indemnity, 
defend and hold harmless the Stale of Texas and the owner of tho SOli, tho~r officers, employees and agents, theor successors or assogns. aga1ns1 any 
and all daoms, llablll~es. losses, damages. ac~ons , personal onJury (onclud1ng death). costs and expenses, or other harm for ...noch recovery of damages 
is sought, under any theory Including ron, conrracr. or sllicl liability, indudlng allornoys· fees and other legal expenses. Including those relaled 10 
envororvnenrar hazards, on the leased prem1ses or In any way relaled ro Lessee's failure ro comply woth any and all envoronmental laws: those ansong 
from or 1n any way related lo lessee's opera~ns or any other of Lessee's actJvo~es on rho leased premises; those ansong from Lessee's use of the 
surface of the leased promises: and those lhal may anse out or or be occasiOned by Lessee's breach of any of the terms or provos10ns of thos Agreemenr 
or any other act or omosSIOl1 of Lessee, ots dorectors, officers. employees. panners, agents. con1racrors. suboonl/actors, guests. 1n1111ees. and lheor 
respec~vo successors and assogns Each assognee of 11115 Agreemenr. or an •nleresl thereon, agrees 10 be hable for, exonerare, ondemnoly. defend and 
hold harmless the Stale of Taus and the owner of lhe soot. lhetr offiCers. employees, and agonls In the same manner proVIded above 1n connoctton woth 
the actJvobes of Lessee, 1ts officers. employees, and agents as descnbed above. EXCEPT AS OTliERWISE EXPRESSLY UMITED HEREIN, All OF 
TliE INDEMNITY OBUGATlONS AND\OR LIABILJTIES ASSUMED UNDER TliE TE.RMS OF TliiS AGREEMENT SHAL.L BE WITHOUT LIMITS AHD 
WITHOUT REGARD TO TliE CAUSE OR CAUSES TliEREOF (EXCLUDING PRE-EXJSTlNG CONOJTIONS), STRICT LIABILITY, OR TliE 
NEGUGENCE OF ANY PARTY OR PARTlES (INCLUDING TliE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOL£, JOINT, CONCURRENT, ACTlVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee Shall use the hlghesl degree of care and all reasonable safeguards 10 prevenr contamona~n or 
pollu~on of any envororvnental med1um, 1ncludong sool. surface warers. groundwaler, sedi/Tlents, and surface or subsurface srrara. amboenl a~r or any 
other envoronmental med1urn 1n, on. or under, the leased promises, by any wasle. poflurant. or contaminant. Lessee shall nor bnng or perm111o rema•n on 
the leased prem1ses any asbesros conraonmg marenals, explosoves, IOJUC marenars, or substances regulaled as hazardous wasres, hazardous marenals. 
hazardous substances (as the lerm 'Hazardous Substance· Is defined In the Comprenensrve Envororvnental Response, Compensai!On and Llabthty Act 
(CERCLA), 42 U.S C Secuons 9601 , er seq). or IOJUC substances under any federal. stare. or local law or rogufa~n ("Hazardous Malenals"), excepl 
ord1nary products commonly used on connec~n woth oof and gas oxplora~ and devolopmenr operattons and stored In the usual manner and quan~~es 
LESSEE'S VIOLATION OF TliE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND TliE STATE OF TEXAS AND TliE OWNER OF TliE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1 ) A VIOLATION O F TliE FOREGOING PROHIBJTION OR (2) TliE PRESENCE, REL E.ASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT TliE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
TliE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITli THE REQUIREMENTS OF 
APPUCABLE LAW. TliiS INDEMNIFICATlON AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE TliE STATE OF TEXAS AND THE OWNER OF TliE SOIL WRITTEN NOTlCE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF TliE PRESENCE OF ANY HAZARDOUS MATERJAI.S, OR UPON RECEIVING A NOTlCE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERJAI.S WHICH MAY AFFECT TliE LEASED PREMISES. THE OBLIGA TIONS 
OF l£SSEE HEREUNDER SHAL.l SURVIVE TliE EXPIRATlON OR EARUER TERMINATlON, FOR ANY REASON, OF TliiS AGREEMENT. 

37. APPLICABLE LAW. Thos lease 1s ossued under the provosoons of Texas Natural Resources Code 52. t71 lhrough 52 190. commonly 
known as tho Rol1nquostvnem Acl. and other appliCable stalules and amendments therelo. and 11 any provos1on 1n 11115 lease does nor conform ro these 
stalures. the statures wotl prevaol over any nonoonfonmng lease provosoons. 
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38. EXECUTION. This 011 and gas lease must be signed and acknowledged by lhe Lessee bef01e il 1s filed of record in llle county records and 
1n the General Land Office of the Slate of Texas. Once the filtng requtremenrs found in Paragraph 39 of this lease have been sabsfied. the effecttve dare 
or lh1s lease shall be the dare found on Page 1. 

39. LEASE FILING. Pursuanrro Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record in the office of the 
County Clet1< in any county 1n v.iltch all or any part of the leased premises Is located, and certified copoes !hereof must be filed In lhe General land 
Office. This lease Is nor effective until a certified copy of this lease (v.tl1ch IS made and certified by the County Clerk from his records) Is filed 1n lhe 
General Land Office in accordance with Texas Narural Resources Code 52.183 . Additionally. thiS lease shall nor be btnd1ng upon the State unless rt 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the Stare and the prescnbed filing fee shall 
accompany such certified copy to the General Land Office. 

:~~~~TCb_~ 
lndivtdually and as agenl for U1e Slate of Texas 

Dale· d 1 a '1. J/ 

STATE OF TEXAS 

BY: ~~--------~--~--~~----------­
Indivtdually and as agent for 11\e Stare of Texas 

Dare:------------

STATE OF TEXAS 

BY:~~--~----~~~--~----------­
fndiVIdually and as agent for the Slate ofT exas 

Dare: ------------

STATE OF TEXAS 

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

Date:------------
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(CORPORATION ACKNOWLEDGMENT) STATEOF -'(~ 
COUNTY OF ±to.~ 

BEFORE ME. lhe unders.gneo aulhonty. on lllls day personally appeared m~ll..__ \.e._~ 
known o ~e 10 be e perso~=me IS suoscnbed 10 lhe foregoong 1nslrumems as-~ ........... ~ ....... -.:: _______________ _ 

ol " and acknowtedged 10 me lhat he 

executed the same lor the purposes and conSideraoon therem expressed, 1n the capac~ty stated, and as the act and deed of sa1d corpota!JOO. 

G1ven under my hand and seal of offiCe th1s the J. L{ 
••• - •• .., ANNE LEBLANC 

flj(!!·' ~t~,._<-~ NOtllfV Pubht, State of TelCaS 
L' ; \ M Comm•&SIOn Explf8S 
. i . '.j;/ ~ ebruory 06. 101 4 

(CORPORATION ACKNOWLEDGMENT) STATE OF __ -....JI....:~ ... ::....,~<"-,...:...:·"~--­
COUNTY OF -r-1_ ~....;<:;_! ...:..;\C..:..., .:::..;j, __ 

BEFORE ME. the unders!Qned authonty on th•s day personally appeared _......,:==-.:....:..:.=.::_.L.::l-:0"-"-J.L:((.;..=; "'.:r.,------------
known to me to be the p8fSOn wnose name IS subscnbed to the foregQ~ng 1ns1ruments as l ' .... 1.. ( \ \._.:1~ '-
of ? /', . ... , ) <., .. \(\ ., '-'xc ( , r 1;,·rr;,hr'l- and Jcttnowtedged to me that he 

;:, 
executed the same for the purposes and cons1deraoon thereto expressed, in the capaoty stated, and as the act and deed of saKI corpota!JOO. 

'''''\' "''''~''i~.lf: 1\ I 
G•venundermyhandandsealofo~~\f~-~;yof 1, ~\,....._.'- . 20.J.L 

~~~f*~Sl 'c i ··. \ ) ] 1 \&.~)'Y\~[w J )_!.-
= 0 . 0 ' ., ,.., = Notary Publrc In and lor U t :C. j. A ' v - ~ ____ _:.....:, _______ _ 

~~ ; SIA\\. ~i~· R -=-
~ ."' t/ ~ 

.,, o:. ·'l. ,,,,, . ,,, 
•,,.,,11,,,,,\\ 

STATE OF _______ _ (INDIVIDUAl ACKNOWLEDGMENT) 

COUNTY OF--------

BEFORE ME. the undersogned authonl'f, on th1s day personally appeared---------- ------------

known to me 10 be the persons whOse names are subscnbed to the foregoong lnsllument, and aeltnowtedged to me that they executed the same lor the 

purposes and consoderabon therein expressed. 

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

Notary Public In and lor-------------

STATE OF _______ _ (INDIVIDUAl ACKNOWLEDGMENT) 

COUNTY OF _______ _ 

BEFORE ME, the undersogned authonl'f, on thos day personally appeared-----------------------

known to me to be the persons wnose names are subscnbed 10 the foregoong lnstrumenL and aeltnowtedged to me that they executed the same for the 

purposes and cons•deraoon thereon expressed 

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

Notary PubliC in and for--------------~ 

··· ~ • ... .. 
.. 

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

.. ..... 
• 

• • ••••• • 
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EXHIBIT "A" 

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 20 I I, by and 

between the State of Texas, acting by and through its agent Martha T . C headle, as Lessor 

and Energe n Resources Corp., as Lessee. 

In the event of conflict or inconsistency between the printed terms of this lease and these added 

terms of thi s lease, the added tcrn1s shall control and be deemed to supersede the printed terms of 

the lease. 

I. Delay Renta ls. At the end of the first anniversary date of this lease, Lessee shall have the 
option to maintain this lease for an additional two (2) years by delivering delay rentals for the 
second year in the amount of$ I 5,915.00. One half ( 1/2) of the second year delay rental will be 
paid to the Lessor and one half ( 1/2) will be paid to the State of Texas. Delay rental for the third 
year are included in the second year delay rental and if the second year is paid then no additional 
delay rentals are due under this lease. 
2. Marketing/Other Costs." Lessors' royalty on oil, gas and associated liquid or liquefiable 
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store, 
gather, separate, dehydrate, compress, pipe. transport or truck the same or any other cost or 
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax 
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form 
of lease. and the price on which Lessee pays royalties reflects any deductions for post-production 
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value 
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this 
lease of all such post-production costs and expenses, including costs of production, gathering, 
storing. separating, treating. dehydrating, compressing, processing, marketing, transporting and 
otherwise making the oi l, gas and other products produced hereunder ready for sale or use." 
3. Royalty Payments Due. "All royalties that may become due hereunder shall commence to 
be paid on each well within ninety (90) days after the first day of the month following the month 
during which any well is completed and commences production. Thereafter all royalties on oi l 
shall be paid to Lessor on or before the last day of the month fo llowing the month of production, 
and all royalties on gas shall be paid to Lessor on or before the last day of the second month 
fo llowing the month of production. Royalties not paid when due shall bear interest payable to 
Lessor, their heirs or assigns, at the rate of 2% above the prime rate as quoted by Chase Bank, 
New York City. New York or its successors. commencing at the rate as quoted on the date such 
payment was due. and fluctuating thereafter as such rate fluctuates. Interest charges shall 
commence on the date payment is due and shall continue until payment is made in full. In no 
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by 
such due date, Lessor may give Lessee written notice (by certified mail, return receipt requested 
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not 
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is 
a bona fide dispute or a good faith question, based on an attorney's written title opinion of 
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest­
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the 
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right fu l royalty owner." The contents contained herein paragraph number 3. shall apply only to 
the owner of the surface and under no circumstance affect the Sate ofTexas. 
4 . Oil and Gas Only. " It is further agreed and understood that this lease covers oil and gas 
only (including, with all oi l and gas, all consti tuent elements thereof and all other liquid or 
liquefiable hydrocarbons and products of every kind and character derived therefrom and 
produced tl1erewith), and all minerals other than oi l and gas are excepted here-from and reserved 
to Lessor, including, but not limited to, coal, ligni te and uranium." 
5. Pooling: 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board. 
OiJ: Without Lessor's prior written consent, which shall not be unreasonably withheld, Lessee 
may not pool any of the above described land for an oil well, unless Lessee includes at least one 
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if 
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN RR. Co. Survey, Reeves 
County, Texas. Under no circumstance shall pooling for oi l exceed 320 acres. And under no 
circumstances will less than one half of the leased premises be included in any pooled unit. 
Gas: In the event Lessee elects to pool or unitize tlle above described land with other land or 
leases fo r the production of gas and related hydrocarbons from a vertical well, then any gas unit 
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the 
above described land with other land or leases for the production of gas and related hydrocarbons 
from a horizontal well , then any gas unit or units so formed may not exceed 320 acres. 
6. Restrictions on Gas Pooling: 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board. 
When The Unit WeU Is On Other Lands: 
Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing 
by Lessor, in tlle event a portion or portions of the leased premises are pooled or unitized with 
other lands or leases so as to fonn a gas pooled unit or units and the unit well is not situated on 
the leased premises, then in such event , not less than one-hal f of any such gas pooled unit shall 
be comprised of the leased premises; provided, however, should an insufficient amount of the 
leased premises be available to fulfill this req uirement, then in such event, all o f the tllen 
remaining acreage out o f tllc leased premises not previously allocated to a well or wells shall be 
incl uded in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably 
witllhcld. 
When The Unit WeU Is On The Leased Premises: 
Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the 
leased premises are poo led or unitized with o ther lands or leases so as to form a gas pooled unit 
or units and the unit well is situated on the leased premises, then in such event, Lessee shall 
include all of the herein leased premises or all of the then remaining available acreage out of the 
leased premises not previous ly allocated to a well or wells, whichever the case may be, into said 
gas poo led unit or unit. Lessor's consent herein shall not be unreasonably witllheld. 
7. Depth Cla use. "Notwitllstanding anything to tlle contrary contained herein one ( I) year after 
the expiration of the primary tem1 or aflt:r all continuous development operations have ceased, 
after the primary term, whichever is the later, shall release all depths I 00 feet below the deepest 
producing strata in the well or wells located within the individual Retained Tract." 
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8. Indemnity. "Lessee assumes all risk and liability of any kind and nature incident to, 
occasioned by or resulting in any manner from Lessee's operations hereunder, except that 
occas ioned by Lessor's own gross negligence. Lessee agrees to keep said land duly and fully 
protected against liens o f every character arising in connection with, or resulting from, said 
operations, and agrees to indemnify and hold Lessor, and its respective representatives, 
successors and assigns, harmless from and against any and all liens, demands, costs, expenses, 
attorney's fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims o f 
any kind for damages occasioned by, or on account of, Lessee's (including Lessee's servants, 
agents, invitees, employees or independent contractors) operations, and against all claims for 
property damage, personal injury or death sustained by any person or persons whomsoever, 
natural or corporate, in connection with, or resulting from Lessee's operation hereunder, and 
whether or not involving active or passive negligence on the part of Lessee or its agents . 
contractors or employees. 
This lease, and all o f the rights of Lessee hereunder, is made subject to a ll federal, state and local 
laws, ru les, orders and regulations pertaining in any way to protection of air, water, earth, 
environmentally sensi tive or threatened plant or animal life or any other part of the ecological 
system. Lessee at its cost sha ll comply with all such laws, rules, and regulations (herein called 
the "Environmental Laws"). Lessee shall defend, indemnify and hold Lessor harmless from any 
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or 
connected with (i) any failure to comply with any Environmental Law, and/or (ii) the physical 
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due 
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The 
amounts covered by Lessee's indemnification of Lessor contained in the Preceding sentence 
shall include attorneys' fees and court costs. AND THE INDEMNIFICATION SHALL APPLY 
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART. 
It is further specifically provided that in the event it becomes necessary for Lessor to employ an 
attorney or attorneys to enforce any o f Lessee's obligations hereunder and Lessor is successful in 
any court action to enforce the same, Lessee agrees to pay all reasonable attorney's fees and 
court costs incurred by Lessor in connection herewith. 
9. Production In-Kind. " Lessor may, at his option and sole risk. cost and expense, upon not 
less than 60 days notice to Lessee, require at any time or from time to time that payment of all or 
any royalties accruing to the Lessor under this Lease be made in kind. Except during such 
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market 
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be 
obligated to reasonably market gas produced from the Leased Premises and to prevent the 
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any 
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements 
with a term greater than one year." 
10. Information. "Upon written request, lessee shall provide lessor with copies of any title 
opinions, abstracts, or Iandman's runsheets that are obtained by lessee. Lessee shall infonn 
lessor, in writing, o f any litigation or liens that will affect the lease." 
II. Shut In Royalty Limitation. "Notwithstanding anything to the contrary herein, it is 
understood and agreed that this lease may not be maintained in force for any one continuous 
period o f time longer than two (2) consecutive years after the expiration of the primary term 
hereof solely by the provisions o f the shut-in royalty clause." 
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~ - RE£VES COUNTY, TEXAS 
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G.-net., L.MO Offict 
RHnqu.IIWnenc Acl Lease Form 
RovtMCI. S.ptom~r 1997 

~ustin , \!Cexas 

OIL AND GAS LEASE 

THIS AGREEMENT IS made and entered onto lhls ~ day ot,.Ja,.n"'ua""-ry.__ _____ .20.1.L_ • between the State or Texas. actong 

byandmrougho~agent. ~~u_~~~------------------------------------­

of 433 Sholoh Dr1 Pensacola FL. 32503-7713 

(Give PermanenoAddfess) 

saod agent hereon referred to as the Q'Mler or me soot (wllemer one or more). and .. E..,ne!ilr.lla.,.en"-"B"'e""SO!"""""'ce"'s'-'Co"""ro""'----------------

ol 3300 North "A" S!feet Buoldona 4 Suote 100 Modland TX 79705 

(Gve Permanen1 Address) 

hereonafter called Lessee 

1. GRANTING CLAUSE. For and In consoderatoon of me amounts stated below and of the covenants and agreements to be paid, kept and 
perlorrned by Lessee under this lease. me State or Texas acting by and through the owner of the soil. hereby grants. leases and lets unto Lessee. for 
the sole and only purpose of prospedong and drillong for and producong oil and gas. laying pipe tones. bu1ld1ng tanks. stonng oil and building power 
statoons. telephone Iones and other structures mereon. to produce. save. take care or. treat and transport satd products or the lease. me folloWing lands 
situated 1n Reeves County. State ofT exas. to-Wi t· 

All or the NW/2 of Sectoon 36. Block 2. H&GN BB Co. Survey 

SEE EXHIBIT "A" ATIACHED HERETO AND MADE APART HEREOF 

contaonong "3"'16"-"30,._ _ ___ acres. more or tess The bonus consideratoon paod for lhls lease os as follows 

To me State of Texas: Twen!V-Sox Thousand Two Hundred F1ftv-Njne 

Dollars ($.~26i!.26>5,..9w7~5'-------..J 

To the O'Mler of the satt Twemy-Sox Thousand Two Hundred fif!v-N1ne 

Dollars ($26 259.75 

and 75/JOO's---

ansi 75/JOO's 

Total bonus consodera~on Fof!v-Two ThOusand F1ve Hundred NtneJeen --ans!-50/100's--­

Ooilars ($52 519.50 

The total bonus consoderatoon paod represents a bonus of One Thousand Five Hunslred and No/100's 

- --------------- Dollars ($1 500.00 ) per acre. on 35 013 net acres. 

2. TERM. Subject to the other provtstons on this lease. this lease shall be for a term of three 13) years from 
thos date (herein called "primary term") and as long thereafter as oil and gas. or ei ther of them. Is produced in paying quanti~es lrom said land. As used 
on lhls lease. the term "produced 1n payong quantibes· means that the receopts from me sate or other authonzed commeraal use of the substance(s) 
covered exceed out of pocket operatoonal expenses for the sox months last past 

-
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3. DELAY RENTALS. If no well Is commenced on the leased premtses on or before one (1) year from thos date, thts lease shalltenninate, 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soli 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 COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS. a like sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shan be In the followtng amounts: 

To the owner of the soil: Fiye Thousand Two Hu!Jdred Fifty-One an<! 95/100:=== 

Dollars (S ... 5 .. z,..s .... 1 .... 9 ... s _ _____ _J 

To the State of Texas: Five Thousand Two Hu!!(jred Fiftv-Ooe --a!!d--95!100:=== 

Dollars (S ... 5..,2 .... sl,_..;o95.._ _ _ ___ _ 

Total Delay Rental· Ten Thousand F!ye Hundred Three 

Dollars ($10 503 90 

a!!(j 90/100's 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each dunng 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 deltvered 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, fatl or be succeeded by another bank. or for any reason fall or refuse to accept rental. Lessee shall not be 
held In default for failure to make such payments or tenders of rental un~l thirty (30) days after the owner of the soil shall deltver to Lessee a proper 
recordable instrument naming another bank as agent to rece.ve such payments or tenders . 

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

(A ) OIL. Royalty payable on oll, Which Is defined as lndudlng all hydrocarbons produced In a liquid form at the mouth of the well and also as 
all condensate. distillate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment. as hereinafter provided, 
shall be 1/4 part of the gross production or lhe market value thereof. at the option of the owner of the soli or the Commissioner of the General 
Land Office, such value to be detennlned by 1) the highest posted price. plus premium, If any, offered or paid for oil, condensate. distillate. or other liquid 
hydrocarbons. respectively, of a like type and graVIty in the general area Where produced and when run. or 2) the highest market price thereof offered or 
paid In the general area Where produced and when run, or 3) the gross proceeds of the sate thereof. whichever Is the greater. Lessee agrees that before 
any gas produced from lhe leased premises Is sold, used or processed tn a plant. it will be run free of cost to the royalty owners through an adequate otl 
and gas separator of convenhonal type, or other equipment at least as efftdent, so that all liquid hydrocarbons recoverable from the gas by such means 
wtll be recovered. The requirement that such gas be run through a separator or other equipment may be waived. In wn~ng. by the royalty owners upon 
such tenns and condtlions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas). Which Is defined as all hydrocarbons and gaseous substances not 
defined as oil In subparagraph (A) above. produced from any well on said land (except as provided herein with respect to gas processed In a plant for 
the extraction of gasoitne, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof, at the 
option of the owner of the soU 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. CO<Tection to be made for pressure according to Boyte's Law. and for specific 
graVIty according to tests made by the Balance Method or by the most approved method of tes~ng being used by the industry at the bme of tesang 

(C) PROCESSED GAS. Royalty on any gas processed In a gasoline plant or other plant for the recovery of gaSOline or other liquid 
hydrocarbons shall be 1/4 part of the residue gas and the hqutd hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of reslduo gas attributable to gas produced from this tease. 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: providod 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 llqutd 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas ttvough 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 detennined by 1) the highest market 
pnce 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 wetghted average gross selling price for the respective grades of liquid hydrocarbons). whichever ts the greater. In no event. however, shall 
the royalties payable under this paragraph be less than the royalbes Whtch would have been due had the gas not been processed 

(D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufaclured from gas (excepting liquid 
hydrocarbons) Whether said gas be "casinghead: "dry: or any other gas. by fractionating, burning or any other processing shall be 1/4 part of 
the gross production of such products, or the market value thereof. at the opllon of the owner of the soil or the Commissioner of the General Land Offtce. 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month In Which such product Is 
produced, or 2) on the basis of the average gross sale price of each product for the same month In Which such products are produced: Whichever Is the 
greater 

5. MINIMUM ROYALTY. During any year after the expiration of the pnmary term of this lease. If this lease Is maintained by production. the 
royalties paid under this tease 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 annoversary date of this lease a sum equal to the total annual rental less the 
amount of royal~es paid dunng the preceding year. If Paragraph 3 of this lease does not spealy a delay rental amount. then for the purposes of thts 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre. 
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6. ROYALTY IN KIND. Notwlthstandong any other provisoon in this lease. at any ume or from time to time. the owner of the soil or the 
Commossooner of the General Land Office may. at the option of eother. upon not less than soxty (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 lund. The owner of the soil's or the Commossooner of the General 
Land Office's nght to take ots royalty in kind shall not dominosh or negate the owner of the soil's or the Commissioner of the General Land Offoce's nghts 
or Lessee's obhgabonS. whether express or implied. under this lease. 

7. NO DEDUCTIONS. Lessee agrees thai all royalties accruing under this lease (Including those paod In kind) shall be wothout deduction for 
the cost or producing. gathenng. storing, separating, treating. dehydrating. compressing. processing, transporting. and other'Mse making the oil. gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value receoved. lncludong any reombursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent thos lease's proportionate share of any fuel 
used to process gas produced hereunder In any processing plant. Notwlthstandong any other provoslon of thos lease. and subject to the wntten 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 
onjec110n onto any 011 or gas producing formation undertyong 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 manna< whiCh entiUes the royalty owners to a 
royalty under this lease . 

9. ROYALTY PAYMENTS AND REPORTS. All royaltoes not taken In kind shall be paid to the Commissioner of the General Land Office at 
Austin. Texas, In the fotlov.;ng manner: 

Payment of royalty on production of Otl and gas sihall be as proVIded In the rules set forth on the Texas Regoster. Rules a.wren~y proVIde that royalty on Otl 
os due and must be receoved In the General Land Office on or before the 5th day of the second month succeedong the month of productoon. and royalty 
on gas is due and must be receovod In the General Land Office on or before the 15th day of the second month succeedong the month of productoon. 
accompanied by the affidavit ol the owner. manager or other authonzed agent. completed In the form and manner prescribed by the General Land Office 
and showong the gross amount and disposition of all oil and gas produced and the marl<et value of the oil and gas. together woth a copy of all documents • 
records or reports confirming the gross production, disposition and marl<et value Including gas meter readings. pipeline receipts. gas line receopts and 
other checks or memoranda of amount produced and put Into pipelones. tankS, or pools and gas lines or gas storage, and any other reporlS or records 
whoch the General Land Office may require to venfy the gross production, disposiUon and marl<et value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be filed in the General Land Office. Each royalty payment sihall be accompanoed by a check stub, schedule, summary 
or other remittance advice shov.;ng by the assigned General Land Office lease number the amount of royalty being paid on each lease. If Lessee pays 
hos 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 whlch is over thirty (30) days late sihall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue Interest at a rate of 12o/o per year. such onterest woll begon to accrue 'Mien the royalty Is sixty (60) days overdue. 
Affidavits and supportJng documents which are not filed when due sihalllncur a penalty In an amount set by the General Land Office administrative rule 
whoch os effectJVe on the date when the affidavots or supporting documents were due. The Lessee shall bear all responsibolity for payong or causing 
royalties to be paid as prescnbed by the due date provided herein. Payment of the delonquency penalty sihall In no way operate to prohibit the State's 
nght or 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 or tiUe dospute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair marl<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furniSh the Commissooner of the General Land Offoce 
woth ots best possoble estimate of oil and gas reserves underlying this tease or allocable to this lease and shall furnish saod Commissioner woth copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts wothln 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 pe<tainlng to the production, 
transportation, sate and marl<eting of the Ott and gas produced on said premises, Including the books and accounts, receipts and discharges or a ll welts, 
tankS. pools. meters, and popelones sihall at all umes be subject to inspec1101l and examonatoon by the Commossloner of the General Land Office, the 
Attorney General, the Governor, or the representabve of any o f them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on thos lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, worl<over, re-entry. temporary abandonment or plug and abandonment of any well or 
wells Such wnuen notice to the General Land Office shall include oopoes or Railroad Commission forms for application to drill. Copies of well tests, 
completion reporlS and pluggong reports shall be supplied to the General Land Office at the ume they are filed wo th the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this tease or any speafic well on the leased premises and that are submit1ed to the Texas 
Raotroad Commissoon or any other governmental agency shall Include the word 'State' in the toUe. Addotionally. In accordance woth Raolroad Commission 
rules, any slgnage on the leased premises for the purpose of Identifying wells. tank batteries or other associated Improvements to tho land must also 
Include the word 'State.' Lessee shall supply the General Land Office v.;th any records, memoranda, accounts, reporls, cuttings and cores. or other 
lnformatoon relative to the operation or the abOve-described premoses, whiCh may be requested by the General Land Offoce, in addotion to those hereon 
expressly provoded for. Lessee shall have an electncal and/or radooacavoty 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 descnbed premises and shall transmit a true copy of the log of each survey on each welt to the 
General Land Office wothln fifteen ( 15) days after the makong or saod survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed In the General Land Office when 
due. The penalty for fate filing sihall be set by the General Land Office adminostrative rule whlch is affective on the date when the matenals were due on 
the General Land Office. 

11. DRY HOLEICESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to doscovery and 
production of oil or gas on saod land, Lessee should drill a dry hole or holes thereon. or if dunng the primary term hereof and after the doscovery 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 soxty (60) days from date of complet>on of said dry hole or cessabon of production Lessee commences addotional dnlling or 
reworl<ong operations thereon. or pays or tenders the next annual delay rental in the same manner as provided In this tease. If, dunng the last year of the 
pnmary term or wothon sixty (60) days prior thereto. a dry hole be completed and abandoned. or the production of Otl or gas should cease tor any causa. 
Lessee's rights shall remain In ruu force and effect wothout further operations until the expiration of the primary term; and if Lessee has not resumed 
production In payong quantities at the expiration or the primary term. Lessee may malntaon this lease by conducting addotoonat dnlhng or reworl<ing 

-

-



• •••••• • • 
• 

•• • • • • •• 

• 
•••• • •••• 

-

BOOK 8 6 8 PAGE 

operabons pursuant to Paragraph 13. using lhe expiration of lhe primary tenn as the date of cessation of productJOn under Paragraph 13. Should lhe first 
well or any subsequent well dnlled on the above descnbed land be completed as a shut-In oil or gas well v.ilhln the primary term hereof. Lessee may 
resume payment or the annual rental in the same manner as provided herein on or before the rental paying date follov.ing the expiration of sixty (60) 
days from the date or completion or such shut-in oil or gas well and upon the fa1lure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the pnmary term or any time thereafter a shut-In oil or gas well Is located on the leased premises. payments may be made In accordance 
With the shut-In proVIsions hereof 

12. DRILLING AND REWORKING AT EXPIRATlON OF PRIMARY TERM. If, al the expiration of lhe pnmary term. netther oil nor gas is being 
produced on said land. but Lessee is then engaged 1n drilling or reworl<ing operations thereon. this lease shall remain in force so long as operations on 
said well or for drilling or rewondng of any additional wells arc prosecuted In good faith and In wor1<manlike manner v.ilhoul Interruptions totaling more 
than sixty (60) days during any one such operation. and if they resullln 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. CESSATlON, DRILLING, AND REWORKING. If. after the expiration of lhe primary term. production of oil or gas from lhe leased 
premises. after once obtained. should cease from any cause. this lease shall not terminate If Lessee commences additional drilling or rewor1<ing 
operations v.ilhin Sixty (60) days after such cessation. and this lease shall remain in full force and effect for so long as such operations conbnue In good 
faith and in wor1<manhke manner v.ithoul interruptions totaling more than sixty (60) days. If such drilling or rewor1<1ng 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 lhe leased premises in paying quanUbes or payment 
or shut-in oil or gas well royalbes or payment ol compensatory royalties is made as provided herein or as provided by law. If the d rilling or rewor1<ing 
operations result In lhe completion of a well as a dry hole. the lease v.ill not terminate if lhe Lessee commences additional drilling or rewor1<ing 
operations Wllhon sixty (60) days after the completion ollhe well as a dry hole. and lhls lease shall remain In effect so long as Lessee conbnues dnlllng or 
reworl<ing operallons In good faith and In a worl<manhke manner v.ithout 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 prodUCbon 

14. SHUT-IN ROYAL TIES. For purposes or this paragraph, "well' means any well thai has been assigned a well number by the state agency 
haVIng jurisdiction over the production of oil and gas. If, at any lime after the expiration of the primary term of a lease tha~ until being shut in, was being 
maintained in force and effect. a well capable of producing oil or gas In paying quantities Is located on the leased premises. but oil or gas is not being 
produced lor lack of suitable production facilities or lack of a suitable mar1<et, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided in lhe lease, but not less than $1 .200 a year for each well capable of producing oil or gas In paYing quan1111es. If 
Paragraph 3 of this lease does not speoly a delay rental amount. then for the purposes of this paragraph. lhe delay rental amount shall be one dollar 
($1.00) per acre. To be effective. each lrntial shut-in otl or gas royalty must be paid on or before: (1) lhe exporation ollhe primary term. (2) 60 days after 
the Lessee ceases to produce oil or gas lrom the leased premises. or (3) 60 days after Lessee completes a drilling or reworl<lng operation In accordance 
v.ith the lease provisions; whichever dale Is latest Such payment shall be made on&-half (112) to the Commissioner of the General Land OffiCe and one­
half (1/2) 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 or 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 laclhties or suitable mar1<e1 for the oil or gas exists. Lessee may extend the lease lor lour 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-In year. 

15. COMPENSATORY ROYAL TlES. If. dunng the penod the lease is kept in effect by payment of the shuHn oil or gas royalty. oil or gas Is 
sold and delivered In paYing quantities from a well located v.ilhln one thousand (1.000) feel of the leased premises and completed In the same producing 
reservoir. or in any case in which dra1nage Is occumng, the nghllo 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 allhe royalty rate provided In the lease of the mar1<e1 value of production from the well causing 
the drainage or which is completed in the same producing reseJVOir and v.i thin one thousand ( 1,000) feet of the leased premises. The compensatory 
royalty Is to be paid monthly. one-half (112) to the Commissioner of the General Land Office and one-half (1/2) to the owner of the soil, beginning on or 
before the last day of the month follov.ing lhe month in which lhe oil or gas is produced from the well causing lhe drainage or thai Is completed in the 
same producing reservoir and located Within one thousand (1.000) feel of the leased premises. If the compensatory royalty paid in any 12-monlh period 
IS an amount less than the annual shut-In 011 or gas royalty, Lessee shall pay an amount equal to the difference v.ithin thirty (30) days from lhe end of lhe 
12-month period Compensatory royalty payments which are not timely paid wtll accrue penalty and Interest in accordance v.ith Paragraph 9 of this 
lease. None of these provisions v.ill 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. allhe determination of the Commissioner. and with the Commissioner's wnuen approval. the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells. 

16. RETAINED ACREAGE. Notwithstanding any prOVISion of this lease to the contrary. alter a well produang or capable of produong oil 0< 

gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator in dnlling such additional well or 
wells as may be reasonably necessary lor lhe proper development ollhe leased premises and 1n mar1<eting lhe producllon thereon 

(A) VERTICAL In the event this lease Is in force and effect two (2) years after the expiration date of the pnmary or extended term II shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of produdng In paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (induding a shut-In oil or gas well as provided In Paragraph t4 hereof). or a well 
upon whoch Lessee is then engaged In continuous drifting or rewor1<1ng operations. or (2) the number of acres included In a produong pooled unit 
pursuant to Texas Natural Resources Code 52. t51·52 154, or (3) such greater or lesser number of acres as may then be allocated for producbon 
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 jurisdicllon If at any time after lhe effective dale of the partial termination prOVISIOnS hereof. the 
applicable field rules are changed or the well or wells located thereon are reclassified so lhal less acreage is thereafter allocated to said well or wells for 
producbon purposes. this lease shall thereupon 1enn1na1e as to all acreage not thereafter allocated to said well or wells for produellon purposes 
NoiWIIhstanding the termination of this lease as to a ponion of the lands covered hereby. Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof. together v.ith easements and rights-of-way lor 
exosbng roads, ex1sting pipelines and other exosting faoli11es on. over and across all the lands described In Paragraph 1 hereof ("the retained lands'). for 
access to and from the retained lands and lor the gathering or transponabon of oil. gas and other minerals produced from the retained lands 
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(B) HORIZONTAL. In the event this lease os In force and effect tv.o (2) years after the expiration date of the pnmary or extended term ot shall 
further termonate as to all depths below 100 feet below the total depth dnlled (hereinafter "deeper depths") in each well located on acreage retaoned in 
Paragraph 16 (A) above. unless on or before tv.o (2) years after the pnmary or extended term lessee pays an amount equal to one-half (112) of the 
bonus Ongonally paod as constderauon for this lease (as speofied on page 1 hereof). If such amount os paod. this lease shall be In force and effect as to 
such deeper depths. and saod termonabon shall be delayed for an additional period of tv.o (2) years and so long thereafter as oil or gas Is produced in 
payong quanutoes from such deeper depths covered by thos lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearly as practocal. be on the form of a 
square woth the well located In the center thereof. or such other shape as may be approved by the Commossioner of the General land Office Wothon 
thorty (30) days after partial termlnatoon of this lease as provided hereon. Lessee shall execute and record a release or releases contaonong a sausfactO<Y 
legal descnpuon 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, aCCO<npanied by the filong fee prescnbed by the General Land Office rules in effect on the date the release os filed. If lessee falls or refuses 
to execute and record such release or releases wothln ninety (90) days after being requested to do so by the General land Offoce. then the 
CommosSIOOer at hos sole discreuon may designate by wntten Instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense In the county or counues where the lease os located and in the offiaal records of the General Land Office and such 
designation shall be bondong upon lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor royalties paod, or to be paod, under this lease shall relieve Lessee of his oblogatoon 
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 
promoses shall doll as many wells as the facts may justofy and shall use appropriate means and drill to a depth necessary to prevent undue draonage of 
ool and gas from the leased premises. In addouon, If ool and/or gas Should be produced on commerCial quan11ties wothln 1.000 feet of the leased premoses. 
or on any case where the leased premoses os beong draoned by production of ool or gas. the lessee. sublessee. receover or other agent on contrOl of the 
leased premoses shall in good faolh begon the dnllong of a well or wells upon the leased premoses wothln 100 days after the draonong well or wells or the 
well or wells completed within 1.000 feet of the leased premises start produCing on commercial quantiues and shall prosecute such dnllong woth dologence 
Failure to satisfy the statutory offset obligation may subject thos lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commlssooner of the General Land Office and with his written approval may the payment of compensatory royalty under applocable statutory 
parameters sausfy the obligation to dnll an offset well or wells required under this paragraph . 

18. FORCE MAJEURE. If. afier a good faoth effort. Lessee os prevented from complyong woth any express or omploeo covenant of thos tease, 
from conductong dolling operatoons on the leased premoses, or from p roduCing oil or gas from the leased premoses by reason of war. rebetloon. nots, 
strokes, acts of God, or any valod order. rule or regulation of government authOrity, then whole so prevented. Lessee's obligation to comply woth 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 whole lessee IS prevented, by any such cause, from conducting drolhng and rewor1<ing operations or from productng oil or gas from the leased 
premoses However. nothong on thos paragraph shall suspend the payment of delay rentals In order to maontaon this lease in effect dunng the pnmary term 
on the absence o f such dnUing or reworkong operauons or productiOn of ool or gas 

19. WARRANlY CL AUSE. The owner of the soil warrants and agrees to defend toUe to the leased premoses If the owner of the soil defaults 
in payments owed on the leased premises. then Lessee may redeem the rights of the owner of tho soil in the leased premises by paying any mongage, 
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 royalues due the owner of the sool. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soot owns less than the enore undovoded surface estate on the above 
descrobed land, whether or not lessee's Interest Is specified hereon, then the royalbes and rental herein provoded to be paod to the owner of the soil shalt 
be paid to him In the proportion which his Interest bears to the enUre undivided surface estate and tho royalties and rental herein provided to be paid to 
the Commissioner ol 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 Otfoce, lessee or his authorized representabve must submit to the Commossioner of the 
General Land Office a wnnen statement which explaons the doscrepancy between the interest purportedly leased under this tease and the actualonterest 
owned by the owner of the sool The Commossooner of the General land Office shall be paod the value of the whOle productiOn allocable to any undovoded 
interest not covered by a lease, less the proportionate development and productJon cost allocable to such undiVIded onterest. However. on no event shall 
the Commissooner of the General land Office receive as a royalty on the gross productoon allocable to the undivided Interest not leased an amount less 
than the value of one-sixteenth ( 1/1 6) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term. a ponoon of the land covered by this lease os lnduded wothon the boundanes 
of a poOled unit that has been approved by the School land Board and the ~ of the sool in accordance woth Natural Resources Code Secuons 
52 151-52.154, or if, at any tome after the exporatoon of the pnmary tenm or the extended term. this lease covers a lesser number of acres than the total 
amount described herein, payments thai are made on a per acre basis hereunder shall be reduced accordong to the number of acres pooled, released. 
surrendered, or otherwose severed, so that payments determined on a per acre basis under the terms of this lease dunng the primary term shall be 
calculated based upon tho number of acres outside the boundaries of a pooled unit, or, if after the expiration of the pnmary term, the number of acres 
actually retained and covered by this lease. 

21. USE OF WATER. lessee shall have the nght to use water produced on saod land necessary for operauons under thos tease except water 
from wells or tanks of the owner o f the sool, provided, hOwever, lessee shall not use potable water or water suitable for livestock or Irrigation purposes 
for waterflood operabons wothout the pnor consent of the owner of the soot. 

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

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

24. W ELL LOCATION LIMIT. No well Shall be dnlled nearer than tv.o hundred (200) feet to any hOuse or bam now on saod premoses wothout 
lhe wntten consent of lhe owner of the sool 



• •••••• • • 
• 

•• • • • • •• 

• 
•••• • •••• 

PAGE 

25. POLLvnON. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
hmlting the foregoong, pollutoon or coastal wetlands. natural watl!fWays, rivers and Impounded water shall be prevented by the use of containment 
facilities suffioent 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 propenies. Lessee shall buotd and 
maontaon fences around Its slush. sump, and drainage pits and tank battenes so as to protect livestock against loss. damage or Injury: and upon 
completion or abandonment of any well or wells, Lessee shall fill and levet all slush pits and cellars and completely dean up the drilling site of all rubbish 
thereon. Lessee shall wh1le conducbng operations on the leased premises. keep said premises free of all rubbish. cans, botdes. paP8f cups or garbage, 
and upon c:ompletoon of operations shall restore the surfaoe of the land to as near its onglnal conditJon and contours as Is pracbcable Tanks and 
equipment Will be kept pa1nted 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 !he leased premises. lnduding the righl 10 draw and remove casing, within one hundred lwenty (120) days after the expiration or the 
lennination of this lease unless the owner of the soil grants Lessee an extensoon of this t2(klay period. However. Lessee may not remove casing from 
any well capable of produong otl and gas In pay.ng quantities Addotlonally. Lessee may not draw and remove casing until after thirty (30) days written 
notice lo the Commissioner of the General Land Office and lo the owner of the soil. The owner of the soil shall bec:ome the owner of any machinery . 
fixtures. or casong which are not timely removed by Lessee under !he lenns of thos paragraph . 

27. (A) ASSIGNMENTS. Under the conditions conlalned In this paragraph and Paragraph 29 of this lease. the righls and estales of either 
party lo !his lease may be assigned. in whole or in part. and !he provisions of !his lease shall extend lo and be binding upon their heirs. devisees. legal 
representallves, successors and assigns. However. a change or division in ownership of !he land, rentals, or royalties will no! enlarge the obllgalions or 
Lessee. diminish the rights, privileges and estales or Lessee. impair the effectiveness of any payment made by Lessee or Impair the effectiveness of any 
act performed by Lessee. And no change or dovlsoon in ownership of the land. rentals, or royalbes shall bind Lessee for any purpose unbl thirty (30) days 
after the owner of the soil (or his heirs. devisees, legal representabves or assigns) furnishes !he Lessee With satostactory wntten evidence of the change 
in ownership, including the original rec:orded muniments of bUe (or a cerufied c:opy of such onginai) wtlen the ownership changed because of a 
conveyance. A lotal or partial assignment of !his lease shall, to tho extent of !he interest assigned, relieve and discharge Lessee of all subsequenl 
obligations under this lease. If this lease Is assigned In Its enbrety as 10 only part of the acreage, the right and opllon lo pay rentals shall be apportioned 
as between the several owners ratably, according lo !he area o f each. and failure by one or more of !hem lo pay his share of !he rental shall no! affecl 
this lease on !he part of the land upon which pro rata rentals are timely paid or lendered: however. If the assignor or assignee does no! file a certified 
copy of such asslgnmenl in the General Land Offoce before the next rental paying dale. the enhre lease shall terminate lor faolure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subjecl to all obligations. liabollties. and penallies owed lo !he Stale by the 
origonallessee or any prior assignee of the lease. lndudlng any llablhties to the Stale for unpaid royalbes. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision on Paragraph 27(a). If the owner of the soil acqwes 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 !he time of assignment and 
!he agency power of the owner may be forfeited by the Commissioner. An assignmenl will be treated as If It were made to !he owner of !he soil II the 
assignee is: 

( 1) a nominee of the owner or the soil: 
(2) a corporation or subsidoary In which the owner of the soil Is a principal slockholder or is an employee of such a c:orporation or subsidiary, 
(3) a parbnership in which the owner of the soil is a parbner or is an employee of such a partonership. 
(4) a principal stockholder or employee of the corporalion which is the owner of the soli ; 
(5) a partoner or employee in a partonership which Is the owner of the soil ; 
(6) a fiduciary for the owner of the soil: lndudlng but nollimlled 10 a guardian, lruslee. executor. adminlslrator, receiver, or conservator for the 
owner of the soot: or 
(7) a family member of the owner of the soli or relaled 10 the owner of the soil by marriage, blood. or adoplion. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29. Lessee may al any time execule and deliver to the 
owner of the soil and place of record a release or releases covenng any portion or portJons of the leased premises. and thereby surrender thos lease as 
to such portion or portions, and be relieved of all subsequent oblogabons as to acreage surrendered. If any part of this lease is properly surrendered, the 
delay rental due under thos lease shall be reduced by !he proportion thai the surrendered acreage bears to the acreage which was covered by thos lease 
lmmedialely prior to such surrender: however. such release will not relieve Lessee of any liabilities which may have accrued under this lease prior 10 the 
surrender or such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of !his lease is assigned or released, sucto assignment or release musl be 
rocorded on !he county where the land is solualed. and the recorded lnstrumenl. or a c:opy of the recorded inslrument certified by !he County Cleric of !he 
county in which the onslrument is recorded, must be filed in the General Land Offoce wi lhin 90 days or the las! execution date acc:ompanied by the 
prescribed filing fee If any such assignmenl Is no! so filed, the rights acquired under this lease shall be subjecl to lorfeolure al the ophon of !he 
Commossooner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining lo the lease of the above-described land have been induded In !his instrumenl , 
InCluding !he s!alemenl o f the true conslderatlon lo be paid for !he execution of this lease and the righls and dulles of !he parties. Any collaleral 
agreemenls concerning !he developmem or oil and gas from the leased premises which are not conlained In this lease render this lease invalid. 

31. FIDUCIARY DliTY. The owner of the soil owes the Stale a fiduoary duty and musl fully disclose any facts affeciJng the Slate's interest In 
!he leased premoses When !he inlerests of the owner of the soil conflict wilh those of the Stale. the owner of !he soil is obligaled IO pul the Stale's 
on!erests before hos personal interests. 

32. FORFEITURE. If Lessee shall tail or refuse lo make the paymenl of any sum Wl thon thirty days after it bec:omes due, or II Lessee or an 
authonzed agent should knowingly make any false relum or false report concemlng production or drilling, or if Lessee shall fail or refuse to drill any 
offset well or wells on good fallh as required by law and !he rules and regulations adopled by the Commossioner or the General Land Office. or if Lessee 
should faol 10 file reports in !he manner required by law or fail to comply wilh rules and regulalions promulgaled by the General Land Office, the School 
La'ld Board. or !he Railroad Commission, or if Lessee should refuse the proper authonty access 10 the records pertaining IO operations. or of Lessee or 
an authonzed agenl should knowingly fall or refuse to give c:orrect information to the proper authonty. or knowingly fail or refuse 10 fumish the General 
Land Office a correct log of any well , or if Lessee shall knoWingly vlolale any of the malenal proVIsionS of this lease. or of !his lease IS asSigned and the 
assognment os no! filed In the General Land Office as reQuired by law. !he rights acquored under thos lease shall be subJecl lo forfeolure by the 
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Commlssooner. and he shall forfeit same when sufficoenlly informed of the facts which authonze a forfeiture, and when forfeited the area shall again be 
subfeCI to lease under the terms of the Rehnquoshment Act However. nothing herein shall be construed as waiving the automatic termonation of thos 
lease by operatJon of law or by reason of any special hmotabon ansong he<eunder Forfe<tures may be set aside and this lease and au nghts thereunder 
reonstated before the nghts of another ontervene upon sausfactory evidence to the Cornmossooner of the General Land Office of future compliance woth 
the provosions of the law and of thos lease and the rules and regulatoons that may be adopted relative hereto. 

33. LIEN. In accordance woth 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 royally and other sums of money that may become due under this lease. By acceptance of 
this lease. Lessee grants the State. in addotiOn to the hen proVIded by Texas Natural Resources Code 52.136 and any other applicable statutory lien. an 
express contractual hen on and secunty onterest on all leased minerals in and eJCifacted from the leased prernoses. 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 omprovements to the 
leased premises used on connection woth the producuon or processong 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 condo liOn of thos lease, whether express or implied This lien and secunty interest may be foreclosed woth or wothout coun proceedings In 
the manner provided on the Tolie 1. Chap. 9 of the Texas Business and Commerce Code. lessee agrees that the Commissioner may requore Lessee to 
execute and record suCh onstruments as may be reasonably necessary to acknowledge. attaCh or perfect this hen. Lessee he<eby represents that there 
are no pnor or superlor liens an song from and retabng to Lessee's actJVIUes upon the aboviHiescnbed propeny or from Lessee's acquosotiOn of thos lease 
Should the Commissioner at any tome determine that thos representation Is not true. then the Commlssooner may declare thos lease forfened as proVIded 
herein. 

34. POOLING. Lessee is hereby granted the nght to pool or unouze the royalty onterest of the o""'er of the soil under thos tease woth any other 
leasehold or moneral Interest for the exploratiOn. development and production of oil or gas or eother of them upon the same terms as shall be approved 
by the School Land Board and the CornmissJoner of the General Land Office for the poolong or unobZing of the onterest of the State under thos lease 
pursuant to Texas Natural ResoU<ces Code 52 151-52.154. The owner of the soil agrees that the Inclusion of this proVIsion in thos tease sabsfies the 
execution requorements stated In Texas Natural Resources Code 52.152 . 

35. INDEMNITY. Lessee hereby releases and doscharges the State of Texas and the o""'er of the sod, theor offocers, employees. panners. 
agents, contractors. subcontractors. guests. invotees. and lheor respectwe successors and assogns. of and from all and any actions and causes of acuon 
of every nature, or other harm, Including envoronmental harm, for whiCh recovery of damages Is sought, includong, but not limited to. all losses and 
expenses whiCh are caused by the acbVIUes of Lessee. its officers. employees. and agents ansong out of. oiiCidental to, or resulbng 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 provosoons of thos 
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 of Texas and the owner of the soil, their officers. employees and agents. theor successors or assigns. against any 
and all daoms, 1oabillties. losses. damages. aa.ons. personalonrury (oncludong death), costs and expenses, or other harm for whoeh recovery of damages 
Is sought, under any theory ineludong ton. contract or stnet liability, oncludong anorneys' fees and other legal expenses, lncludong those related to 
envoronmental hazards, on the leased premises or In any way related to Lessee's failure to comply wtth any and all envoronmental laws: those arising 
from or In any way related to Lessee's opetatiOns or any other of Lessee's acbvotles on the leased premises: those ansing from Lessee's use of the 
surface of the leased premoses: and those that may anse out of or be oocasooned by Lessee's breaCh of any of the terms or provosoons of this Agreement 
or any other act or omossoon of Lessee, Its directors, offocers, employees. panners. agents, contractors. subcontractors, guests, Invitees, and their 
respecbve successors and assigns. EaCh assignee of this Agreement. or an imerest thereon, agrees to be liable for, exonerate, indemllfy, defend and 
hold harmless the State of Texas and the owner of the sod, their offocers. employees. and agents In the same manner proVIded above in connectiOn woth 
the actJvobes or Lessee, its officers, employees. and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGUGENCE 
BE SOLE, J OINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee Shall use the hoghest degree of care and all reasonable safeguards to prevent contaminatiOn or 
polluoon of any environmental medium. Including soil, surface waters, groundwater, sedoments, and surface or subsurlace strata. amboent air or any 
other environmental medium in, on. or under. the leased premises. by any waste, pollutant, or contaminant. lessee shall not boing or permit to remain on 
the leased premises any asbestos containing matenals. explosives, tOXIC matenals, or substaroces regulated as hazardous wastes, hazardous matenals, 
hazardous substances (as the term ·Hazardous Substance" Is defined in the Comprehensive Envoronmental Response. CornpensatJon and uabollty Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toXJc substances under any federal , state, or local law or regulabon ("Hazardous Matenals"), except 
ordonary products commonly used In connecbon woth otl and gas exploration and development operabons and stored on the usual manner and quanbbes. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LE.ASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. Thos tease Is Issued under the provosoons of Texas Natural Resources Code 52.171 through 52.190. commonly 
known as the Relonquoshment Act. and other applocable statutes and amendments thereto. and if any proVISIOn on thos lease does not conform to these 
statutes, the statutes woll prevail over any nonconforming lease provtsoons. 
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• 38. EXECUTION. This oil and gas lease must be signed and acl<now1edged by lhe Lessee before Ills filed of record In lhe county records and 
In the General Land Office of lhe Slate of Texas. Once the filing requlremems found on Paragraph 39 of thos lease have been sa~sfied. the elfeclove dale 
of this lease shall be the dale found on Page 1. 

39. LEASE FlUNG. Pursuant to Chapter 9 of lhe Texas Busoness and Commerce Code. thos lease must be filed of record in the office of the 
County Clerk In any county in which all or any part or the leased premises is located. and certified copoes thereof must be filed in the General Land 
Offoce. Ttvs lease os not effective until a certified copy of this lease (which is made and certofied by the County Clerk from hos records) Is filed in the 
General Land Office In accordance woth Texas Natural Resources Code 52.183. Addotlonally, this lease shall not be bondong upon the State unless It 
recites the actual and true consideration paid or promised for execution or this lease The bonus due the Slate and lhe prescnbed filing tee shall 
accompany such certified copy 1o the General land Office 

"""~~A/ 
BY· ----~~~~~~~~~~~-----
Tille: Kenne~H Gray. Poslde\ yndman. Energen Resources Corp 

Date· .1·:U- 1( 

STATE OF TEXAS 

BY ------------:-----::--~~--------­
lndovldually and as agent lor the State of Texas 

Pate:------------

STATE OF TEXAS 

BY· ~----,-------,,...--,,.......,,----:--:----------­
Individually and as agent lor the Slate or Texas 

Pate: - --------- --

STATE OF TEXAS 

BY: ~~--~----:-~~~~~----------­
Individualty and as agent lor the State or Texas 
Pate: __________ _ 
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(CORPORATION ACKNOWLEDGMENT) 

e I 1-1 11 
BEFORE ME, the understgned aulhonty, on 11l1s day personally appeared J ( ~ r I 1 -1 • r I I 

known 10 me IO be the person whoS name IS SUbSCilbed tO the foregoing ln5trum~IS as ()f =J ei ~Q/YlcJ ma !)1ft ¥-JJ 0 1 

ol and acknowledged to me lllal he 

execuled the same for e purposes and conSiderauon lllere.n expressed. 1n llle capaary slaled, and as llle act and deed of sa1d corporatJOn. 

GIVen under my hand and seal of offiCe !Ius llle~ay of ~,k.IJ..A.!.-j , 20Jj_ . 

DEBBlE CAROl WAJ.KER 
MY COI.IMISSION EXPIRES 

O::tloer 21, alit 

STATE OF ___ _____ _ 

COUNTY OF--------

i(j.R Oo Q ... D U )a._QL A < 

Nolary PubliC In and for _T:-t:...:~""'-Y"''Ll"'..._.D..._ _ _ _ _ __ _ 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE ME. llle undersigned aulhonty, on this day personally appeared---------------- -----­

known to me lobe llle person whose name Is subscnbed to the forego1ng 1nsttumen1S as------- ----- -------­

of----------- ---- -------------------- -- and acknowledged 10 me lllal he 
executed llle same for the purposes and considerabon !herein expressed. 1n the capacity staled, and as the acl and deed of said corporation. 

G1ven under my hand and seal of office this lhe ___ day of--- ------· 20 _ _ 

STATE OF ,- \(;i I c\ ( 1,. 

COUNTY OF , . , (( l ()\ I ; ( '-

Nolary PubliC 1n and for-------- ---- -

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersigned authonty. on lllls day personally appeared _ . \_,1_,1 ..... , .._I .~-1 .~...\ .... 1 .~-1 ___,\_- __ VL..J.-'0 ._\,_lL....Ul (__._\ _ ___ _ __ _ 

known to me 10 be llle persons whose names are subscnbed to the forego1ng 1nsttument. and acknowledged 10 me thai they executed the same for the 

purposes and cons1derabon there1n expressed. 

GIVen under my hand and seal of office th1s the~~ day of I ill I I I I ' ::) . 20_LL. 

~""""~........,.,~----- ( ' I~ ') ' I I Jd u .j, 
Nolary Public In and for ___ _ ___ _ ____ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _______ _ 

BEFORE ME. the unders!Qned aulhonty, on !Ius day personally appeared-- --- - --- ------ ---- ---

known to me to be the persons whose names are subscnbed to the foregoong 1nsttument. and acknowledged 10 me that they execuled the same for the 

purposes and cons1deratJOn lllere'n expressed 

G1ven under my hand and seal of office 1h1s the _ _ _ day of _____ ___ _ 20 __ . 

Nolary Public 1n and for ___ ____ _____ _ 

-
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EXHIBIT "A" 

Attached to and made a part of that certain Oil and Gas Lease dated J anuary S, 20 II , by and 

between the State of Texas, act ing by and th rough its agent J udith F. Patrick, as Lessor and 

Energen Resources Corp., as Lessee . 

In the event o f conflict or inconsistency between the printed terms of this lease and these added 

terms of this lease, the added terms shall control and be deemed to supersede the printed tenns of 

the lease. 

l. Delay Renta ls. At the end of the fi rst anniversary date of this lease, Lt...!>See shall have the 
option to maintain this lease for an additional two (2) years by delivering delay rentals for the 
second year in the amount o f $ 1 0,503.90. One half ( 1/2) of the second year delay rental will be 
paid to the Lessor and one half(l /2) will be paid to the State ofTexas. Delay rental for the third 
year are included in the second year delay rental and if the second year is paid then no additional 
delay rentals are due under this lease. 
2. Marketing/Other Costs. " Lessors' royalty on oil , gas and associated liquid or liquefiable 
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store, 
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or 
expenses whatsoever, except any severance, excise, windfall or, other like and simi lar tax 
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" fonn 
oflease, and the price on which Lessee pays royalties reflects any deductions for post-production 
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value 
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this 
lease of a II such post-production costs and expenses, including costs of production, gathering, 
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and 
otherwise making the oil , gas and other products produced hereunder ready for sale or use." 
3. Royalty Payments Due. "All royalties that may become due hereunder shall commence to 
be paid on each well within ninety (90) days after the first day of the month following the month 
during which any well is completed and commences production. Thereafter all royalties on oil 
shall be paid to Lessor on or before the last day of the month following the month of production, 
and all royalties on gas shall be paid to Lessor on or before the last day of the second month 
fo llowing the month of production. Royalt ies not paid when due shall bear interest payable to 
Lessor, their heirs or assigns, at the rate of2% above the prime rate as quoted by Chase Bank. 

ew York City. ew York or its successors, commencing at the rate as quoted on the date such 
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall 
commence on the date payment is due and shall continue unti l payment is made in full. In no 
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by 
such due date. Lessor may give Lessee written notice (by certified mail, return receipt requested 
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not 
paid on or before expiration o f 30 days from Lessee's receipt o f such notice. However, if there is 
a bona fide dispute or a good faith question, based on an attorney's written title opinion o f 
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest­
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the 
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rightful royalty owner." The contents contained herein paragraph nwnber 3. shall apply only to 
the owner of the surface and under no circumstance affect the Sate of Texas. 
4. Oil and Gas Only. " It is further agreed and understood that this lease covers oil and gas 
onl y (including, with all oil and gas, a ll constituent elements thereof and all other liquid or 
liquefiable hydrocarbons and products of every kind and character derived therefrom and 
produced therewi th), and all minerals other than oil and gas are excepted here-from and reserved 
to Lessor, including, but not limited to, coal, lignite and uranium." 
5. Pooling: 
All pooling tem1s and provisions hereafter described are subject to approval by the School Land 
board . 
O il: Without Lessor's prior wrillen consent, which shall not be unreasonably withheld, Lessee 
may not pool any of the above described land for an oil well, unless Lessee includes at least one 
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if 
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN RR. Co. Survey, Reeves 
Coumy, Texas. Under no circumstance shall pooling for oi l exceed 320 acres. And under no 
circumstances will less than one halfofthe leased premises be included in any pooled unit. 
Gas: In the event Lessee elects to pool or unitize the above described land with other land or 
leases for the production of gas and related hydrocarbons from a vertical well, then any gas unit 
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the 
above described land with other land or leases for the production of gas and related hydrocarbons 
from a horizontal well, then any gas unit or units so fonned may not exceed 320 acres. 
6. Restrictions on Gas Pooling: 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board. 
W hen T he Unit Well Is On O ther Lands : 
Notwiths tanding anything herein contained to the contrary, unless otherwise agreed to in writing 
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with 
other lands or leases so as to fonn a gas pooled unit or units and the unit well is not situated on 
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall 
be comprised of the leased premises; provided, however, should an insufficient amount of the 
leased premises be avai lable to fulfill this requirement, then in such event, all of the then 
remaining acreage out of the leased premises not previously allocated to a well or wells shall be 
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably 
withheld. 
When T he Unit Well Is On T he Leased Premises: 
Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the 
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit 
or units and the unit well is situated on the leased premises, then in such event, Lessee shall 
include all of the herein leased premises or all of the then remaining available acreage out of the 
leased premises not previously allocated to a well or wells, whichever the case may be, into said 
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably wi thheld. 
7. Depth Clause. "Notwithstanding anything to the contrary contained herein one (I) year after 
the expiration of the primary term or after all continuous development operations have ceased, 
after the primary term, whichever is the later, shall release all depths I 00 feet below the deepest 
producing strata in the well or wells located within the individual Retained Tract." 

-
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8. Indemnity. "Lessee assumes all risk and liability of any kind and nature incident to, 
occasioned by or resulting in any manner from Lessee's operations hereunder, except that 
occasioned by Lessor's own gross negligence. Lessee agrees to keep said land duly and fully 
protected against liens of every character arising in connection with, or resulting from. said 
operations, and agrees to indemnify and hold Lessor, and its respective representatives. 
successors and assigns, harmless from and against any and all liens, demands, costs, expenses, 
attorney's fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of 
any kind for damages occasioned by, or on account of, Lessee's (including Lessee's servants, 
agents, invitees, employees or independent contractors) operations, and against all claims for 
property damage, personal injury or death sustained by any person or persons whomsoever, 
natural or corporal<: in connection with, or resulting from Lessee's operation hereunder, and 
whether or not involving active or passive negligence on the part of Lessee or its agents. 
contractors or employees. 
TI1is lease, and all of the rights of Lessee hereunder, is made subject to all federal , state and local 
laws, rules. orders and regulations pertaining in llny way to protection of air, water, earth, 
environmentally sensitive or threatened plant or animal life or any other part of the ecological 
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called 
the "Environmental Laws"). Lessee shall defend, indemnify and hold Lessor harmless from any 
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or 
connected with (i) any failure to comply with any Environmental Law, and/or (ii) the physical 
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due 
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The 
amounts covered by Lessee's indemnification of Lessor contained in the Preceding sentence 
shall include attorneys' fees and court costs. AND THE INDEMNIFICATION SHALL APPLY 
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART. 
It is further specificall y provided that in the event it becomes necessary for Lessor to employ an 
attorney or attorneys to enforce any of Lessee's obligations hereunder and Lessor is successful in 
any court action to enforce the same, Lessee agrees to pay all reasonable attorney's fees and 
court costs incurred by Lessor in connection herewith. 
9. Production In-Kind. " Lessor may, at his option and sole risk, cost and expense, upon not 
less than 60 days notice to Lessee, require at any time or from time to time that payment of all or 
any royalties accruing to the Lessor under this Lease be made in kind. Except during such 
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market 
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be 
obl igated to reasonably market gas produced from the Leased Premises and to prevent the 
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any 
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements 
with a term greater than one year." 
I 0. Information. "Upon written request, lessee shall provide lessor with copies of any title 
opinions, abstracts, or Iandman 's runsheets that are obtained by lessee. Lessee shall inform 
lessor, in writing, of any litigation or liens that wi ll affect the lease." 
II . Shut In Royalty Limitation. "Notwithstanding anything to the contrary herein, it is 
understood and agreed that this lease may not be maintained in force for any one continuous 
period of time longer than two (2) consecutive years after the expiration of the primary term 
hereof solely by the provisions of the shut-in royalty clause." 
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G..,..., Ill L..M\Cl Office 
R~..nme:nt Ac t leue F01m 
~ s.ptemt>er 111!17 

/l1 F I I z_; B t/- E 

~ustin , '(!texas 

OIL AND GAS LEASE 

THIS AGREEMENT os made and entered on1o lhos ~ aay of ,.,Ja.,n_..u.,.a"'rv,_ ___ __ ,20_11 _ _ , between lhe Stale of Texas, acung 

of 2640 Campbell Road NW Albuquerque NM 87104 

(Gwe Permanent Address) 

saod agen1 hereon referred 10 as lhe owner of lhe sool (wllelher one Of more), and ,.E!ln,.er,.g"'eun-"R,.eo;os"ou"'r"'ce"'s"-"Co"""rp,__ ______________ _ 

of 3300 North "A" S1ree1 Buoldona 4 Su!!e 100 Modland TX 79705 

(Gwe PermaneniAcldress) 

hereonatter called Lessee. 

1. GRANTING CLAUSE. For and in consoderauon ol the amounls staled below and of lhe covenants and agreemeniS 10 be paod, kepi ana 
per1ormed by Lessee under lhos lease. !he Stale of Texas a ding by and through 01e owner of the soil. hereby grants. leases and leiS unlo Lessee, fO< 
the sole and only purpose of prospeamg and dnllong for and PfodUOng oil and gas, layong pope lines. buoldrng tanks, slonng ool and burld1ng power 
staoons. lelephane lines and olher struc1ures lhereon. 10 produce, save, take care of, Veal and lransport sa1d products of lhe lease. lhe following lands 
sltualed on Reeves Counly, Stale oiTexas. lo-wit 

All of lhe NW/2 of Secuon 36, Block 2, H&GN RR Co. Survey 

SEE EXHIBIT "A" ATIACHEO HERETO AND MADE APRT HEREOF 

conta1n1ng ,.3"'18....,3>1.0 _____ acres. more or less. The bonus consoderauon paod lor lhos lease 1S as follows: 

To lhe Stale of Texas: N1ne1een Thousand Eoght Hudred NoneiV·Three --a!!d-75/1QQ's---­

Oollars ($19 893.75 

To lhe owner of lhe so11: N1ne1een Thousand E1aht Hudresj N1new-Three 

~tars ($~19~8~9~3w7~5~-----~ 

and 75/lOO's 

Total bonus consideraoon. Thortv·None Thousand Seven Hundred EtQhiV·Seven --aod-- 50/100's---­

~tars ($~39L7~8u7~®~------

The Iota! bonus consoderauon paod represents a bonus or One Thousand fiVe Hu!!dre<l and No/JOO's 

---- ------- - --- - ~tars ($1 500.00 ) per acre, on 26.525 net acres. 

2. TERM. Subjeello lhe olher prollis1ons In lhls lease. this lease shall be lor a term or tbree 13\ years from 
this dale (hereon called ·primary tenn") and as lang lhereafter as oil and gas. Of etther of them, is Pfaduced on P3Y'Il9 quantities from said land. As used 
in lhos lease. lhe 1enm ·produced in P3Y'Il9 quanoues· means thai !he receopts from lhe sale or olher aulhorized commercial use of lhe substance(s) 
covered exceed oul of poci<el operational expenses for lhe six monlhs las! past. 
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3. DELAY RENTALS. If no well is commenced on lhe leased prem1ses on or before one (1) year from this dale. this lease shalllenmnate. 

unless on or before such anmversary dal e Lessee shall pay or tender to lhe O'Mler of lhe soli or to his credil ln !he-- ---------- -

------------------------------- Bank. al _____ ~------------------~----~~----------~--~--~------
or 11s successors (wllieh shall continue as lhe depository regardless of Changes In lhe O'Mlersl"op of said land). lhe amount specified beklw; in add11Jon. 
Lessee shall pay or lender lo the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN. TEXAS. a like sum on 
or before sa1d date Payments under !his paragraph shall operate as a rental and shall cover the privilege of deferring the commenc.m1ent of a well for 
one ( 11 year from said dale. Payments under this paragraph shall be '" lhe following amounts: 

To the owner of the soli: Three Thousand Nine HUndred Seyenty-Eight and 75110!C-=-= 

Dollars (S.,.3..,9"'76,...""zs,__ _____ __, 

To lhe State of Texas: Three Thousand N1ne HU!Jdre<l Seventy-Eioht a!Jd 75{1 <><>==-= 
Dollars (S.,.3 .. 9o..Z,..6..cZ,..s ____________ __, 

Total Delay Rental: Seyeo Tbovsa!ld Njne Hu!ldred Eittv-Seyeo --aod----50/l OO's-----

Dollars (S•.L7.l!9:>L57L..i!!SOL-___ __ ___J 

In a like manner and upon hke payments or lenders annually. lhe commenc.m1en1 of a well may be further defened for success1ve penods of one (1) 
year eaCh during the primary tenn. All payments or tenders of rental to the owner o f the soil may be made by Check or sight draft of Lessee. or any 
assignee uf this lease. and may be delivered on or before the rental paying date. If lhe bank designated In this paragraph (or Its successor bank) should 
cease to exist suspend business. liQuidate. faK or be succeeded by another bank. or for any reason fa11 or refuse to accept rental . Lessee shall not be 
held In defaull for failure lo make suCh payments or tenders of rental unol !hilly (30) clays af1er lhe O'Mler of the sool shall del1ver to Lessee a p<oper 
recordable Instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYALTIES. Upon producllon of oil and/or gas. Lessee agrees lo pay or cause 10 be paid one-half (1/2) of the royalty 
provided for In this lease 10 lhe CommisSIOOer of the General land Office of lhe Stale of Texas. al Auson. Texas. and one-half (1/2) of such royalty to the 
O'Mler of the soil. 

(A) OIL. Royally payable on oil. whiCh Is defined as lnduding all hydrocarbons p<oduced In a liquid fonn al the mouth of the well and also as 
all condensate. disOIIale. and other llquid hydrocarbons recovered from orl or gas run through a separator or other equip<nenl. as hereinaf1er provided, 
shall be 1/4 part of the gross production or the market value thereof. althe opbon of the O'Mler of the soli or the CommisSionet of the General 
Land Office. suCh value lobe determined by 1) lhe highest posted price. plus p<emlum. if any. offered or paid fo< oil. condensate. distillate. or other hquld 
hydrocarbons. respectively. of a like lype and gravity in the general area where produced and when run. or 2) lhe highest market pnce thereof offered or 
paid in lhe general area where produced and when run. or 3) the gross proceeds of the sale thereof. whichever Is lhe greater. Lessee agrees thai 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 D'Mlers through an adequate on 
and gas separator of convenbonaltype. or other eqUlp<nenl at least as effiCient. so that all liquid hydrocarbons recoverable from lhe gas by suCh means 
will be recovered. The reqUIIemenl thai suCh gas be run through a separator or other equip<nenl may be waived. In wriOng. by the royally O'Mlers upon 
such lenns 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 hereon With respect to gas processed in a plant for 
the extrachon of gasoline. liQUid hydrocarbons or other p<oducts) shall be 1/4 part of the gross prodoction or the market value thereof. at the 
option of the o'Mler of the soil or lhe Commissioner of the General Land Office. suCh value 10 be based on the highest market pnce paid or offered for 
gas of comparable quality in the general area where produced and when run. or the gross price pa1d or offered lo the produce<. whichever Is the greater. 
provided lhal the maximum pressure base In measuring the gas under th1s 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. conectJon to be made for pressure aCC()(ding to Boyle's Law. and for speafic 
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 liqutd 
hydrocarbons shall bo 1/4 part of the restdue gas and the liquid hydrocarbons extracted or lhe market value thereof. at the option of lhe O'Mler 
of the soli 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 allribulable to gas produced from this lease. and on fifty percent (50%), or thai percent accruing lo Lessee. whiChever is the 
greater. of the total plant prodoction of liquid hydrocarbons altlibutable lo the gas p<oduced from this lease: provided thai If liquid hydrocarbons are 
recovered lrom gas processed In a plant in wlllcn Lessee (or Its parent. subsidiary or affiliate) owns an Interest then the percentage appl1cable 10 liquid 
hydrocarbons shall be fifty percent (SO%) or lhe highest percent accruing lo a lhtrd par1y processing gas through suCh plant under a processing 
agreement negollaled at ann's length (or If there is no suCh third parly. the highest percent then being specified In processlng agreements or contracts In 
the Industry). whiChever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be delennined by 1) the h ighest 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 fo< the respecllve grades of liquid hydrocarbons). whiChever Is lhe greater. In no event however. shall 
lhe royalhcs 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 l iQuid 
hydrocarbons) whether said gas be ·caSinghead: "dry: or any other gas. by fractionahng. burning or any other processing shall be 1/4 part of 
the gross p<oductJon of such products. or lhe marl<el value thereof. at the optJon of lhe o-of the soli or lhe Commissioner of the General Land Office. 
suCh market value to be delennlned as follows: 1) on the basis of the hiQhesl market pnce of eaCh p<oduct for the same month in whiCh suCh product is 
produced. or 2) on the basis of the average gross sale price of eaCh product for the same month in whiCh suCh products are produced: whiChever is the 
greater. 

5. MINIMUM ROYALTY. Duong any year af1er the expiration of the pnmary tenn of this lease. if this lease 1s maintained by prodocbon. the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein p<ovided: otherwise. there shall be 
due and ptJyable on or before the last day of the month succeeding the anniversary dale of this lease a sum equal to the total annual rental less the 
amount of royall1es paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount then for the purposes of th1s 
paragraph. !he delay rental amount shall be one dollar ($1.00) per acre. 
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6 ROY AI.. TY IN KINO No!Withstand•ng any other prov1S1on 1n thiS lease. at any ume or from ume to ume, the owner ol the sod or the 
CcmmiSs.xer o1111e General Land Office may, at the optiOn of either, upon not less than s.xty (60) days noUce to the holder of the lease. requ"e thai the 
payment of any royalues accnllng to sUCh royalty owner under this lease be made 1n k1nd. The owner of the SOil's or the Comm1sSIOfler o l the General 
Land Office s ngnt to take us royalty 1n kind shall not dlmlnrsh or negate the owner ol the soil's or the Commissioner of the General Land Office's nghts 
or Lessees oohgabOnS. wnether express or mpbed, under tris lease. 

7. NO DEDUCTIONS. Lessee agrees thai all royalues accrUing under th1s lease (including those paid In kind) shall be Without deduCtion for 
the cost ol produong. gathenng. stonng, separabng, treabng, dehydrabng, compressing, process1ng, transporting, and otherWise malong the 011. gas and 
other products hereunder ready for sate or use. Lessee agtees to compute and pay royalties on the gross value received. includ1ng any reombursernents 
for severance wes and productoon related costs 

8. PLANT FUEL AHO RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proponoonate share of any fuel 
used to proces.s gas produced hereunder on any process.ng planl No!Withstandong any olher provision of thos lease. and subject to the wntten consent of 
the owner of the soot and the Commoss.oner of the General Land Offoce, Lessee may recyde gas for gas hft purposes on the leased premises or for 
•"JeciiO<l onto any 011 or gas produang formabon unaertytng the leased premoses after the liQUid hydrocarbons contained In the gas have been removed, 
no royalues shall be payable on the recyded gas unbl il is produced and sold or used by Lessee in a manner which enbUes the royalty owners to a 
royalty under this tease. 

11. ROYALTY PAYMENTS AHD REPORTS. AJI royalbes not taken on kond shall be paod to the Commossooner of the General Land Office at 
Ausun. Texas. in the folloWing manner: 

Payment of royally on produebon of od and gas shall be as pro111ded 1n the rules set forth in the Texas Regoster. Rules currenUy prolllde that royalty on oot 
os due and musl be receoved on the General Land Offoce on or before the 5th day of the second month suoceeding the month o f producuon. and royalty 
on gas IS due and must be receoved In the General Land Office on or before the 15th day of the seoond month succeedong the month of production, 
accompanoed by the affida111t of the owner. manager or other authonzed agent, completed in the form and manner prescribed by the General Land Office 
and Showing the gross amount and dospos.uon ol all oil and gas produced and the marl<el value of the ooi and gas, together With a copy of all documents. 
records or reports confirming the gross produebOn, dosposobon and market value includong gas meter readongs. popelone receipts. gas hne recetpts and 
other chedks or memoranda of amount produced and put •nto popelones. tanks, or pools and gas lines or gas storage, and any other reports or records 
which the General Land Office may requue to venly the gtoss producbon, dosposouon and marl<et value in all cases the authority of a manager or agent 
to act for the Lessee hereon must be filed in the General Land Offoce Each royalty payment shall be accompan•ed by a chedk stub, schedule. st.mmary 
or other rernonance advice shoWing by the assogned General Land Office lease number the amount of royalty being pa1d on each lease. II Lessee pays 
his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whiChever Is 
greater A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 wnichever is greater. In addoUon 
to a penalty. royatues shall acaue interest at a rate ol 12"1. per year: sUCh interest Will begin to accrue v.toen the royalty Is soxty (60) days overdue. 
Atfida111ts and supporbng doa.ments which are not filed v.toen due shall incur a penalty on an amount set by the General Land Office adminostratrve rule 
v.tooch os elfecbve on the date v.toen the affidavits or supporbng documents were due. The Lessee shall bear an responsoblhty for payong or causing 
royaibes to be paid as presonbed by the due date prolllded heretn. Payment of the delonquency penalty shall in no way operate to prohibit the State's 
nght ol forfeiture as provoded by law nor act to postpone the date on v.toich royalhes were ong1nally due. The above penalty pro111soons shall not apply on 
cases of Ode dosputo as to the State's portiOn of the royalty or to that portiOn of the royalty on dospute as to fair marl<et value 

10. (A ) RESERVES, CONTRACTS AHO OTHER RECORD S. Lessee shall annually turnosh the Commoss.oner of the General Land Office 
Willi ots best poss.ble estJmate of oil and gas reserves under1yong this lease or allOcable to tills lease and shall furnish said Commossooner Wllh copoes of 
all contracts under v.tooch gas os sold or processed and ali subsequent agreements and amendments to such contracts Within llllrty (30) days ahet 
entering into or making such contracts. agreements or am endments. Such contracts and agreements v.toen received by tho General Land Office shall be 
held on confidence by the General Land Office unless othetWise authoriZed by Lessee. AJI other oontracts and records penaonong to the producbon, 
transportabon, sale and marl<eDng of the 011 and gas produced on said premoses. ondudong the books and accounts. receopts and doscharges of all wells. 
tanks, pools, meters, and popel1nes shall at all limes be subject to onspection and examinauon by the CommiSSioner of the General Land Office, the 
Attorney General. the Governor, Of' the representabve of any of them. 

(B ) PERMITS, DRILLING RECORDS. Written notice of all operauons on thos lease shall be submotted to the Commossooner of the General 
Land Office by Lessee or operator five (5) days before spud date, worl<over, r&-entry, temporary abandconment or plug and abandOnment of any well or 
wells SUCh wntten nooce to the General Land Office shall include copoes of Railroad Commossion forms for appbcauon to dnll. Copies of well tests, 
compleuon reports and pluggtng reports shall be supploed to the General Land Office at the llme they are filed with the Texas Raolroad CommisSIOfl. Ali 
applications. permots, reports or other fihngs that reference this lease or any specific well on the leased premoses and that are submotted to the Texas 
Raolroad Commosslon or any other governmental agency shall include the word ·state· In the UUe. Addotionally, In accordance With Ra•lroad Commossion 
rules, any sognage on the leased premises for the purpose ol idenolyong wells. tank batteries or other assocoated Improvements to the land must also 
lndude the word ·state: Lessee shall supply the General Land Office With any records, memoranda. aocounts, reports, cuttings and cores. or other 
onformauon relabve to the operauon of the abov!Hlescnbed premises. v.tooch may be requested by the General Land Offoce. In addition to those hereon 
expressly prolllded lor. Lessee sha.U have an electncal and/or radooaeblllty SUII/ey made on the bore-hole S&Cbon, from the base of the surlace cas.ng to 
the total depth of well , of all wells dnlled on the above desonbed poemoses and shall transmot a true copy of the log of each survey on each well to the 
General Land Offoce Wlthon fifteen ( 15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall inaJr a penalty v.toenever reports, documents Of' other matenals are not filed in the General Land Office v.toen 
due The penalty for late fihng shall be set by the General Land Office admo,.Strabve rule which is elfecbve on the date wnen the matenais we<e due in 
the General Land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. if, dunng the prmary term hereof and pnor to doscovery and 
productoon of oil or gas on said land, Lessee shOuld drill a dry hOle or hOles thereon. or of dunng the pnmary term hereof and after the doscovery and 
actual productJon of oil or gas from the leased premoses sUCh producuon thereof shOuld cease from any cause, thos lease shall not terminate of on or 
before the exporatJOn of soxty (60) days from date of compleuon of said dry hole Of' cessauon of productoon Lessee commences addtuonal dnllong or 
rework•ng opera!Jons !hereon. Of' pays or tenders the next annual delay rental on the same mamer as prolllded in this lease. If, dunng the last year of the 
pnmary term or ,.thin s.xty (60) days pnor thereto, a dry hole be completed and abandoned. or the producuon of oil or gas should cease for any cause, 
Lessee's nghts shall rernaon on full force and elfec1 Without further operauons unul the exporauon of the pnmary term; and if Lessee has not rest.med 
produebCifl in pay1ng quanDhes al the e)(jllratJOn of the pnmary term. Lessee may maintain this lease by conduebng addthonal dnlhng or rev.orkong 
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operanons ~uant to Paragraph 13, uSing the explraiJOn of the primary term as the dale of cessation of productJOn under Paragraph 13. Should lhe first 
well or any subsequent well dnlled on the above desa>bed land be completed as a shu1~n oil or gas well within lhe pnmary term hereof, Lessee may 
resume payment of lhe annual rental In the same manner as provided hereln on or before the rental paying date following the expiration of Sixty (60) 
days from the date of completion of such shut~n oil or gas welt and upon the faolure to make such paymenL this lease shal ipso facto terminate If at the 
exporaoon of the pnmary term or any tJme thereafle< a shuHn odor gas well is located on the leased premises, payments may be made on aooordance 
With the snul~n proVISionS hereof 

12. ORtLUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the exporatlon of the pnmary term. ne<the< 041 nor gas Is beong 
produced on said land. but Lessee Is then engaged In drilling or rel'oOI1<ing operations thereon, this lease shall remain in force so long as operations on 
saod woell or for dnllong or rev.orldng of any addibonal wells are prosec:uted In good fa•th and on v.orkmanlike manner Without interruptions totaWng more 
than soxty 160) days dunng any one such operation. and if they result in the production of oil and/or gas. so long !hereafter as 04f and/or gas os produced 
In paYing quan~bes from said land, or payment of shut-on ool or gas well royalties or compensatory royalbes is made as prOVIded on this lease. 

13. CESSATION, DRILUNG, AND REWORKING. If. afler the exporatlon of the pnmary term. productiOII of oil or gas from the leased 
premises. afler once obtained, should cease from any cause, this lease shall nol terminate n Lessee commences addlbonal dnlhng or reYoO<I<Ing 
operatioPs within sixty (60) days afler such cessation, and this lease shall remaon In full force and effect for so long as such operaoons conbnue In good 
laolh and on v.orl<manhke manner Without onterruptlons totahng more than slxty (60) days. If such drilling or reworking operationS result in the productiOII 
of oil or gas, ttoe lease shall remain In full force and effect for so long as oil or gas is produced from the leased premoses in paYing quanbbes or payment 
of shu1-in 041 or gas well royalties or payment of compensatory royal~es Is made as provided hereln or as provided by law. If the drilong or reYoO<I<ong 
operations result in the completion of a well as a dry hOle, the lease Will not terminate If the Lessee commences addobonal drilling or reworl<ing 
operation, wi thin sixty (60) days after the completion of the well as a dry hOle, and this lease shall remaon on effect so long as Lessee continues dnlling or 
rev.orl<ing operabons In good faith and In a v.orl<manllke manner Without interruptions totaling more than slxty (60) days. Lessee shall give wrillen nobce 
to the General Land Office Within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of thls paragraph, "Weir means any welllhat has been asSIQiled a well number by the state agency 
haVIng JUnsdocbon over the production of 041 and gas If. at any !Jme after the explratlon of lhe pnmary term of a lease !hal unbl being shut in , was being 
maintained In force and effect, a well capable of produong oil or gas in paYing quanbbes Is located on lhe leased premoses, but 041 or gas Is not being 
produced for lack of suitable production facilibes or lack of a suotable marl<el, then Lessee may pay as a shut-In oil or gas royalty an amount equal to 
double the annual rental provided In the lease, bul not less lhan $1,200 a year for each well capable of producing oil or gas In paying quanbties If 
Paragraph 3 of this lease does not speoty a delay rental amounL then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($ 1 00) per acre. To be effective, each inoual shut-ln 041 or gas royalty must be paK1 on or before· (1) lhe expiration of lhe pnmary term. (2) 60 days after 
the Lessee ceases to produce 041 or gas from the leased premoses. or (3) 60 days after Lessee completes a dnlhng or rev.orl<ing operabon in acoordance 
With the lease provisoons; whochever date os latest Such payment shall be made one-half (1/2) to lhe Commissioner of lhe General Land Office and one­
half (112) to the owner of the soil. If the shu1~n oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shaU 
extend the term or the lease for a penod of one year from the end of the pnmary term, or from lhe first day of the month following the month In whoch 
producnon ceased, and. aher lhal, If no suitable production fadloties or suitable marl<et fOf the 041 or gas eXIsts. Lessee may extend the lease lor four 
more successive penods of one ( 1) year by paYing the same amount each year on or before the exporation of each shul·in year 

15. COMPENSATORY ROYAL TIES. If. dunng the period the lease Is kept in effecr by payment of the shu1·in oil or gas royalty, oil or gas Is 
sold and delivered in paying quanblies from a well located wo lhon one thousand ( 1, 000) feet of the leased premises and completed in the same producing 
reservoir, or In any case In whoch drainage is occumng. the righl to continue to maintain the lease by paYing the shuHn ool or gas royalty shall cease. but 
the lease shall remain effective for the remainder o f the year for which the royalty has been paod. The Lessee may maontain the lease for four more 
successive years by Lessee paYing compensatory royalty at the royalty rate provided in the lease of the marl<et value ol productJOn from the well causong 
the drainage or which Is completed in the same producing reservoir and within one thousand (1.000) feet of lhe leased premises. The oornperosalory 
royalty Is 10 be paid monthly. one-half ( 1/2) to lhe Commissioner ol the General La rid Office and one-half (1/2) 10 the owner of the SOli , begonnong on or 
before !he last day olthe month followong lhe month In which the oil or gas is produced from the well causing the drainage or !halls completed In the 
same produdng reservoir and located within one thousand (1.000) feet of the leased premises. If lhe oornpensatory royally paid In any 12-month period 
Is an amount less than the annual shut-In oil or gas royalty, Lessee shall pay an amount equal to the difference wothin thirty (30) days from the end ollhe 
12-montto period Compensatory royalty payments \011och are not bmely paid Will a<XNe penalty and onterest In acoordance Wllh Paragraph g of this 
lease. None of these provisions will relieve Lessee of the oblogallon of reasonable development nor the obligation 10 dnll offset wells as proVIded in 
Texas Natural Resources Code 52.173; hOwever, at the determonatlon of the Commossooner, and With lhe Commossooner's wnllen approval, the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells 

111. RETAINED ACREAGE. No!WIIhstandong any proVISIOn of thos lease to the contrary, after a well produong or capable of produong 041 or 
gas has been completed on the leased premises, Lessee shall exerase lhe doligeoce of a reasonably prudent operator in dnllong such addobonal well or 
wells as may be reasonably necessary for lhe proper development olthe leased premoses and on mar1tebng the prodUCbon thereon 

(A) VERTICAL. In the event this lease is In force and effect two (2) years after the exporatlon date of lhe pnmary or extended term ot shall then 
terminate as to all ol the leased premises, EXCEPT (1) 40 aaes surrounding each oil well capable of produong in paYing quanti~es arid 320 aaes 
surroundong each gas well capable of producing In paying quantities (Including a shut·ln oil or gas well as proVIded In Paragraph 14 hereof). or a well 
upon which Lessee is then engaged in continuous dnMong or rev.orl<ing operatiOns. or (2) the number of acres Included in a produong pooled unot 
pursuant to Texas Natural ReSOU"ces Code 52. 151-52 154, or (3) such greater or lesser number of acres as may then be allocated for prodUCbon 
purposes lo a proration uno! for each such producing well under lhe rules and regulations of lhe Railroad Commission of Texas. or any suocessor 
agency, or other governmental authority having jurisdiction. If at any bme afler the efteCIJve date of the partial termination proVIsions hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so !hatless acreage is thereafter allocated to said well or wells for 
production purposes. this lease shall thereupon terminate as to all acreage not ttoereafter allocated to said well or wells for production purposes. 
No!Withstandlng the lermlnabon of thos lease as to a portion of the lands oovered hereby, Lessee shan nevertheless continue to have the nghl of Ingress 
lo and egress from the lands sbll subject to this lease for all purposes described In Paragraph 1 hereof, together with easements and rights-of-way for 
eXJsling roads. existing pipelines and other existing faalilies on. over and across all the lands described In Paragraph 1 hereof ("lhe retained lands'), for 
access to and from the retained lands and for the gathenng or transportation of oil, gas arid other minerals produced from the retained lands. 
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(B ) HORIZONT AI.. In llle even11111s lease os on fO<ce and effeCIIWO (2) years after the exp~ratoon date o f the pnmary 0< extended term n shall 
luMer 1ermona1e as 10 all oeplllS below 100 feel below the 101a1 depth drilled (heremafter ·deeper depths·) In each well located on acreage retaoned on 
Parasrapn 16 (A I aoove. unless on 0< befO<e IWO (2) years after the primary 0< eX1ended term Lessee pays an amount equal to one-half (112) of lhe 
bonu$ 009nauy palO as consooeratoon !0< this lease (as specified on page 1 hereof) If such amount is paid. this lease shall be on IO<ce and effeCI as 10 
such oeeper deplllS. and said termlnatoon shall be delayed fO< an addotional penod of t...o (2) years and so long thereafter as od or gas IS produced on 
paYing quan~~es from such deeper depths covered by this lease. 

(C) IOENnFICATION AND FILING. The surface acreage retaoned hereunder as to each well shall. as neany as practical. be on the form of a 
square ~Mill lhe well located In lhe center thereof, or such other shape as may be approved by the Commissooner of the General Land Office. Wolhon 
tlllny (30) oays after partoallermonation of thos lease as provided hereon, Lessee shall execule and record a release or releases containing a satisfaclory 
legal deSCilpiiOn of the acreage and/0< depths nol retaoned hereunder. The recorded release, 0< a certified copy of same, shall be filed In lhe General 
Land Office, accompanied by the filing lee prescrobed by the General Land Office rules In effeCI on the dale the release Is filed. If Lessee faols or refuses 
10 execute and record such release 0< releases wol/lln ninely (90) days afler being requesled 10 do so by the General Land Office, then lhe 
Commossooner a l his sole discreiiOn may designale by IMinen onsii\Jmenl the acreage and/0< depths lo be released hereunder and record such 
onsii\Jmenl al Lessee's expense in lhe counly 0< counnes where the lease os localed and In the official records of the General Land Offoce and such 
desognaoon shall be bondong upon Lessee fO< all purposes. 

17. OFFSET WE.LLS. Neolher lhe bonus, delay renlals. nO< royalnes paid, 0< 10 be paid, under thos lease shall retoeve Lessee of his oblogatoon 
10 pro1ec1 the 011 and gas under the above-<lescnbed land from being draoned. Lessee, sublessee. receover 0< olher agent In con1r01 of the leased 
prernoses shall dnll as many wells as lhe facts may JUS~fy and shall use appropnate means and dnll 1o a depth necessary lo prevenl undue draonage ol 
ool and gas !rom lhe leased premoses In addobon, ol 011 and/0< gas Shoukl be produced on commetaal quanbbes wothin 1 ,000 I eel or lhe leased premises, 
0< in any case IM1ere the leased prernoses Is being drained by prOductiOn ol ool 0< gas, the Lessee, sublessee, receiver 0< other agenl on control ot lhe 
leased premoses shall in good laoth begon the dnlhng of a well or wells upon the leased prernoses wothon 100 days after the draonong well 0< wells or the 
well or wells compleled ...,thin 1.000 !eel or the leased prernoses sian prOducong on commetcoal quanb~es and shall prosecule such dnlhng woth diligence. 
Failure 10 sabsfy the slatulory offsel obllgatoon may subJeCI tills lease and the owner or the soot's agency nghts 10 lorf811ure Only upon the delermonanon 
ol the Commossooner of the General Land Office and woth his wnllen approval may the paymenl of compensalory royally under appbcable Slatulory 
paramelers sabsfy the obligation 1o dnll an olfsel well or wells required under this paragraph. 

18. FORCE MAJEURE .. If. after a good laolh etfon. Lessee os prevenled from complyong wolh any express or omploed covenam of this lease, 
!rom condUCIJng dnlhng operanons on the leased premoses, or from prOducong ool or gas from lhe leased premoses by reason ol war. rebelhon, noiS. 
Slrlkes. acts or GOd, or any valid O<det, rule or regulatoon of government aulhonly, then ..note so prevenled. Lessee's oblogatoon 1o oomply woth such 
covenan1 shall be suspended and Lessee shall nol oc , ·,le for damages for !allure 10 comply woth such covenaniS: addollOnaUy, thos lease shall be 
exlended while Lessee os prevented, by any such cause. trom condocbng dnllong and rev.orlong operatiOns or from prOducong 011 or gas from lhe leased 
premoses However, nollllng on this paragraph shall suspend the payment of delay renlals In order 10 maonlaon this lease in effect dunng lhe promary 1erm 
on the absence or such dnllong or rewor1ung operatoons or prOdUCIJon of oil 0< gas 

1G. WARRANTY CLAUSE. The owner or the soil warrants and agrees to deland nue 10 the leased premoses II the ownet of the soot defaults 
on paymems owed on the leased prernoses, then Lessee may redeem the nghiS ol the ownet of the soil in the leased premoses by payong any mongage, 
taxes or olher l•ens on the teased premoses II Lessee makes paymenls on behalf of the owner of lhe soot uroder thos paragraph, Lessee may recover the 
cost of these payments from the rental and royatnes due the owner or the so". 

20. (A) PROPORnONATE REDUCnON CLAUSE. If the owner of the soil owns less than the ennre undol/1ded surface estate on the above 
descnbeo land, Whether or not Lessee's lnteresl ls speafied hereon, then the royalnes and rental hereon prol/1ded 10 be paid to lhe owner of the sool shall 
be paod to him on the proportion IM1och hos lnleresl bears 10 the entire undol/1ded surface eslate and lhe royalties and renlal hereon pro111ded 10 be paod to 
lhe CommosSIOner ol the General Land Office of the Slate of Texas shall be likewose proportlonalely reduced. However, belore Lessee adJUSIS the 
royally or renlal due to the Commossioner ol the General Land Office, Lessee or his aulhonZed representabve must submitlo the Commossoooer of the 
General Land Office a wnnen slalemenl WhiCh explaons the discrepancy between the ontetesl purportedly leased under thos lease and the actual onleresl 
owned by lhe owner of the soot The CommoSSioner of lhe General Land Office shall be paid lhe value ot the whOle ptOductoon allocable to any undo.,ded 
on1eres1 not covered by a lease. less lhe proportionate developrnenl and production oost allocable to such undol/1ded lntetest However, on no even! shall 
the Commossooner or the General Land Office receove as a royally on lhe gross prOdUCllon allocable 1o lhe urodll/1ded onteresl not leased an amoumtess 
than lhe value o l one·soXIeenlh ( 1116) ol such gross prOdUCllon. 

(B) REDUCTION OF PAYMENTS. II, dunng lhe pnmary lerm, a por11on of the land covered by tills lease os oncluded wolhln the boundanes 
or a pooled un it !hal has been approved by the School Land Board and the owner of the soot in accordance ...,Ill Natural R esources Code Sections 
52.151·52 154. or if, al any nme after the expirabon of the primary 1erm or the eX1ended 1erm, this tease covers a lesser number of acres than the 1o1a1 
amount deSCilbed heteon, paymeniS that are made on a per aete basos heteonder shall be reduced accordong to the number or acres pooled, released, 
surrendered, or olhe,...,se severed, so thai paymeniS delermined on a per acre baSis under the terms of thiS tease dunng the pnmary 1erm shall be 
calculated based upon the number of aetas outside the bourodanes of a pooled unit. or, il altet the explranon of lhe primary term, the number of acres 
actuaUy relaoned and covered by lhls lease. 

21. USE OF WATER. Lessee shall have the nghl to use waler prOduced on saKI land necessary lor operauons undet lhos lease except water 
!rom wells or lanks of lhe owner of the SOli: prol/1ded, however. Lessee shall not use potable water or waler Sl.lllable for loves lock or omga~on purposes 
lor walerllood opera lions wolhout the pnor consent ot lhe owner of lhe soli. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli lor damages caused by Its operauons 10 all personal properly, 
omprovemilflts. kvestock and crops on saKI land. 

23. PIPEUNE DEPTH. When requesled by the owner of the soi l, Lessee shall bury lis popehnes below plow depth. 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than IWO hundred (200) leer to any house or bam now on saod premoses wolhout 
the wrolten consen1 or the owner or the soH. 
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25. POLLUTION. In developong thos area, Lessee shall use the highest degree ot care and all proper safeguards to prevent pollutoon Without 
lomobng ltle to<egoong. pollutoon of coastal weUands, naiUral waterways. nvers and ompounded water shall be prevented by the use ol containment 
faolotoes sull\oent to prevent sp.llage. seepage or groood water contamlnatoon. In the event of pollution, Lessee shall use all means at ots dosposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible to< all damage to public and pnvate properties Lessee shall budd and 
m<11ntaon fences around ots slush, sl.ITlp, and drainage pots and tank baHenes so as to protect lrvestock agaonst loss, damage or I~Uiy, and upon 
completiOn or abandonment of any well or wells, Lessee shall fill and tevej all slush pots and c;ellars and completejy dean up the dnU.ng site of aU rubbish 
thereon Lessee shall. whole conducting operatoons on the leased prernoses. keep saod prernoses free of au rubbish, cans, botues. paper cups or garbage. 
and upon completoon of operations shal restore the surface of the land to as near Its ongonal condition and contours as os pracllcable Tanks and 
equopment w.ll be kept paonted and presentable. 

le. REMOVAL OF EQUIPMENT. Subject to lomotatlons In thos paragraph, lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises. includong the nght to draw and remove caSing. w.thin one hundred twenty (120) days after the expiration or the 
termlna~on of thiS tease unless the owner of the soil grants Lessee an extension o f this 12<klay peood. H~ver. Lessee may not remove casing from 
any well capable of producing oil and gas In paYing quanbbes. AddobOnally, Lessee may not draw and remove casing unbl after thtrty (30) days wnnen 
nollce to the Commissioner of the General Land Office and to the owner of the soil The owner of the soil shal bealme the owner of any machinery. 
foxtures. or casing whoch are not timely removed by Lessee under the terms of thts paragraph. 

27. (A) ASSIGNMENTS. Under the cond111ons contained In this paragraph and Paragraph 29 of thos tease. the nghts and estates of either 
party to tnls lease may be assigned, in whole or In part, and the provls1ons of thos tease shall extend to and be btnd1ng upon !herr heus, devisees, legal 
representaUves. successors and assigns. However, a change or division In ownership of the land. rentals. or royalbes will not enlarge the obllgaUons of 
Lessee. diminish the rights. privileges and estates of Lessee, Impair the eflectlveness of any payment made by Lessee or Impair the effectoveness ot any 
act performed by Lessee. And no change or division In ownership ot the land. rentals, or royatOes shall bind Lessee for any purpose unlit th1rty (30) days 
after the owner of the soil (or h1s heirs, devrsees, legal representabves or assogns) fum1shes the Lessee w.th saOsfadory wrinen evidence ot the change 
In ownerthlp, including the anginal recorded muniments of hUe (or a cer!Jfied copy of sudl original) whern the ownership changed because of a 
conveyance. A total or partial assignment of this lease shaN. to the extent of the interest assigned, relieve and doscharge Lessee of all subsequent 
obllgaUons under this lease. If thos lease is assigned In rts enbrety as to only part o f the acreage, the right and optoon 10 pay rentals shall be apportioned 
as between the several owners ratably. aocord1ng to the area of each. and faolure by one or more ol them to pay hos share of the rental shall not affect 
this lease on the part of the land upon wtvch pro rata rentals are timely paid or tendered: ~ver. if the assignor or assognee does not file a certJfied 
copy of such asSignment In the General Land Office before the next rental paying date, the enbre lease shall terminate for faolure to pay the enUre rental 
due under Paragraph 3 Every assignee shall succeed to all rights and be subject to all obligatoons. Wabllities. and penalbes owed to the State by the 
ongonal lessee or any prior assignee of the lease. indud1ng any habi~ties to the State for unpaid royalties. 

(B) ASSIGNMENT LiMITATION. NotWithstanding any provrsJOn 1n Paragraph 27(a), If the owner of the soot acqurres thts lease on whole or in 
part by asSlgnment w.thout the prior wnnen approval of the Commissroner of the General Land Office. this lease is vood as of the lime of asS~gtVT~ent and 
the agency power of the owner may be forlerted by the Comm1ssloner AA assrgnrnent w.ll be treated as If it -e made to the owner of the soil of the 
assignl!il as 

( 1) a nominee of the owner of the sool. 
(2) a corporabon or subsidiary In wh1ch the owner of the soil is a pnnopal stod<holder or os an employee of such a corporatoon or subsldaary. 
(3) a partnership In which the owner of the soil is a partner or Is an employee of such a pannership; 
( 4) a principal stod<holder or employee of the corporation which Is the owner of the soot: 
(5) a partner or employee In a partnershop whoch Is the owner of the soil: 
(6) a fiduciary for the owner of the soli: Including but not hmoted to a guardian. trustee. executor. admlnrstrator, receiver, or conservator for the 
owner of the soil; or 
(7) a famoly member of the owner of the soot or related to the owner of the soil by marriage, blOod. or adoptoon 

28. RELEASES. Under the condotoons contaoned In thiS paragraph and Paragraph 29. Lessee may at any ome execute and deliver 10 the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender thos lease as 
to sudl porUon or portions. and be relieved of all subsequent oblogatoons as to acreage surrendered. If any part of thos lease IS properly SUrTendered, the 
delay rernlal due under this lease shall be reduced by the propor1ion that the surrendered acreage bears to the acreage whoch was covered by thts lease 
immediately pnor to such surrender. however. sudl release will not relieve Lessee of any llabillbes which may have accrued under this lease pnor to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND REL.EASES. II all or any part of this lease IS assigned or released, sudl aSSlgnmenl or release must be 
recorded on the county where the land is Situated, and the recorded instrument, or a copy of the recorded 1nstrument certJfied by the County Cler1l of the 
county In '~ the instrument is recorded, must be filed In the General Land Office w.thon 90 days of the last executoon date accompanred by the 
prescnbed fihng fee. If any sudl assignment os not so filed. the rights acqwed under thos lease shall be SUbject to forll!lture at the optoon of the 
Commos5loner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provrsoons pertaontng to the lease of the above-<lescnbed land have been included in th1s onstrument 
lncludong the statement of the true consoderaUon to be pard for the executoon of thts lease and the nghts and dulles of the parties Any collateral 
agreements concemong the development of oil and gas from the leased premises which are ndl contaoned in thiS tease render this lease invalod. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a flduoary duty and must fully dosdose any facts affecbng the State's interest in 
the teased prernoses When the interests of the owner of the soil conftoct w.th those of the State. the owner of the soil os oblrgated to put the State's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any Sl.ITl w.thon thirty days after It becomes due, or If Lessee or an 
authonz.ed agent should knowingly make any false return or false repor1 conceming production or drilling, or If Lessee shall fail or refuse to dnll any 
offset well or wells In good faith as required by law and the rules and regulatoons adopted by the Commissioner of the General Land Office. or If Lessee 
should fall to file reports in the manner required by law or fail to comply w.lh rules and regulations promulgated by the General Land Office, the Schooi 
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 authorlz.ed agent should knowingly fail or refuse to give correct Information to the proper authority, or knowingly fall or refuse to fumlsh the General 
Land Offico a correct log of any well, or If Lessee shall knowingly viola te any of the material provisions of this lease, or if this lease Is assigned and the 
ass1gnmen1 is not filed on the General Land Office as requrred by law, the rights acquired under this lease shall be subject to forlerture by the 
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Commoss.oner ana ne shall lor1eol same when sufficoenUy onformed of the faciS which authonze a forfeoture. and when forfeoled the area shall agaon be 
suo,eca 10 tease under 111e 1erms of the RelonquoSIVnenl Act. However, nolhing hereon shall be construed as waiVIng lhe automauc 1ermonat10n of lllos 
tease by cperallOn of taw or by reason of any specoal hmltallOn ansong hereunder. For1eilures may be set asode and this lease and all nghts thereunder 
remstaled Defore 111e nghiS of anothef onlervene upon satJslaCW<y evidence 10 the Commossioner of the Genetal Land Office of fulure compliance with 
111e P<OII1Soons of the law and of thos lease and the rules and regulatiOnS that may be adopted relauve hereto. 

33. LIEN. In accordance wtth Texas Natural Resources Code 52.136, the State shall have a first hen upon all od and gas produced from the 
area covered by 1/los lease to seaJre paymenl of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
lllos lease Lessee graniS 111e Slate, In addouon 10 the lien PfOvoded by Texas Nalural Resources Code 52.136 and any other applicable statulory lion, an 
eJ<I)ress contraaual hen on and security onteresl In all leased monerals In and extraC1ed from the leased P<emiS8s. all P<oceedS which may accrue to 
Lessee from the sale of such leased monerals, whether such P<oceedS are held by Lessee or by a third party, and au fiXlures on and lmP<ovemeniS to the 
leased l)<emoses used on connecbon With lhe productiOn or processing of such leased monerals on order 10 seaJre the payment of all royalties or other 
amoun1s due or 10 become due under thos lease and to SOQJfe paymen1 of any damages or loss thai Lessor may suffer by reason of Lessee's breach of 
any covenant or condotion of thos lease. whether express or omphed. This lien and seaJnty interest may be foreclosed wtth or wtthout coun proceedongs In 
the manner proVIded on the TlUe 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commossooner may require Lessee to 
execule and record such instrumeniS as may be reasonably necessary to acknowledge. attach or perfect this hen. Lessee hereby represeniS that there 
are no pnor or superior liens ansong from and relating to Lessee's aCIJvities upon the abov&-descnbed P<Operty or from Lessee's acquls1Uon of lllos lease. 
Should the CommoSSIOnef al any lime delermone thal lhls representauon Is not true, then the CommiSSiorl8t may declare lhls lease 1or1e11ed as provided 
tleretn. 

3-4. POOLING. Lessee IS hereby granted 111e ngtlllo pool or unouze the royalty 1nteres1 of the owner of the soil under lllos lease wtth any other 
leasetlold or moneral interest lor llle explorauon. 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 111e Commlssooner ol the General Land Offoce for the pooling or unitJZJng of the Interest of the State under this lease 
pursuant to Texas Natural Resources Code 52 151-52 154 The owner of lhe sod agrees thai the onduSIOn of this provisoon In this lease sausfoes the 
exeaJuon requoremeniS slated In Texas Natural Resources Code 52.152 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the sod, their officers. employees. panners, 
agents. contraCiors. subcontractors, guesls, onvotees. and theor respecuve successors and assogns. of and from all and any acuons and causes of action 
of every nature, or other harm, Including enwonmenlal harm. for whoell recovery of damages Is sought, ondudong, but not hm1ted 10. all losses and 
expenses whoch are caused by the activoues of Lessee, liS officers, employees. and agents anslng out o f, lncodental to. or resulung from, the operauons 
of or for Lessee on the teased 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 slnclly liable act or om1ssoon of Lessee. Further, Lessee he<eby agrees to be liable for, exonerate, indemnofy, 
delerod and hold harmless the Stale of Texas and lhe owner of the sool. theor officers. employees and agents, llletr successors or assogns, agaonst any 
and all daoms. ~ablloues. losses. damages. acuons. personal ontury (oncludlng death), cosiS and expenses, or other narm lor v.tllctl recovery of damages 
os sought, under any theory ondudong 1on. contract. or slnCI habohty, indudong attorneys' fees and other legal expenses. ondudong lllose relaled 10 
envoronmental hazards. on the leased premoses or In any way related 10 Lessee's failure 10 comply wtlh any and all envoronmental laws: those ansong 
from or 1n any way relaled to Lessee's operabons or any other of Lessee's acbvobes on the leased prem1ses: those anSing from Lessee's use of lhe 
surface of the leased premises: and those thai may arose oul of or be occasooned by Lessee's breach ot any of lhe terms or I)<Ovosions of thts Agreement 
or any other act or omossoon of Lessee. liS dor8Ciors. officers. employees. panners. agents. contractors, subconltactors. gues1s. onvolees. and theor 
respecave successors and assogns EaCh assognee of this Agreement, or an Interest there~n, agrees 10 be hable for. exonerate, indemnofy, deferod and 
hold harmless the Stale of Texas and lhe owner of the SOli, thetr officers. employees. and ageniS on the same manner provided above on connecllon wtlh 
ll1e aCIJvobes of Lessee, ots officers. employees, and ageniS as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBL.IGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTiNG CONDITiONS), STRICT LIABILITY, OR THE 
NEGL.IGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the lloghesl degree of care and all reasonable safeguards to prevent contamonauon or 
polluuon of any envoronmental medoum. lncJU01ng SOli, surface waters, groundwater. sedoments. and surface or subsurface strata, amblenl aor or any 
othe< envoronmental medoum on. on, or under. the leased premoses. by any was1e. pollulant. or contamonanl Lessee shall not bnng or penni! to remaon on 
the leased premoses any asbestos contaonong ma1enals, explosoves. tOXIC matenals. or substances regliated as hazardous wastes, hazardous malenals, 
hazardous substances (as the term ' Hazardous Substance' Is defined in the Comprehensive Envoronmental Response. Compensation and Liability Act 
(CERCLA), 42 U.S.C SectJons 9601, el seq ), or toXIC subslances under any federal. stale, or local law or regulauon ('Hazardous Malenats'), except 
ordonary produciS commonly used in connecuon wtth oil and gas exploratiOn and deveiOpmenl operauons and stored in the usual manner and quanUbes. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITiON SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALl. INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTiES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITiON OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSE.D BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATiON AND ASSUMPTION SHAll APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTiONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATiON. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTiCE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTiCE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSE.E HEREUNDER SHALL SURVIVE THE EXPIRATiON OR EARUER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease os ossued under ll1e provosoons of Texas Natural Resources Code 52 171 1/Vough 52 190, commonly 
knov.-n as llle RelonquiSIVnenl Act, and other applocable Slalules and amendmeniS therelo. and H any prOVISion in thos lease does not conform to these 
statutes, the slalules Will prevad over any nonconforming lease provosoons. 
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38. EXECUTlON. Th•s oil and gas lease must be signed and acknowledged by the Lessee before it Is filed of record In the county records and 
'" tne Gc->e<al land Office of the State of T e.as Once the fihng requ~rements found In Paragraph 39 of this lease have been sabsfted. the elfec1Jve dale 
of lh•s lease ShJn De the date found on Page 1. 

39. LEASE FILING. Pursuant to Chaptl!( 9 of the Te.as Business and Commerce Code. thts lease must be filed of record In the office of the 
Courlty Cieri< '" any county '" v.ttoc:h all or any pan of the leased prem•ses Is located. and cerofied copoes lhereof must be filed in the General land 
Office Thts lease Is not elfecbve until a certified copy of this lease (wl1ich Is made and cerMed by the County Cieri< from his records) IS filed In the 
General Land Office in accoreance 'Mth Texas Natural Resoutces Code 52.183. Add•lionally. this lease Shall not be btnd111Q upon the State unless it 
reotes lhe actual and true conslderabon paid or prom1sed for execubon of this lease The bonus due the State and the presa1bed fihng fee shall 
ac;company such cen•fied copy to the General land Office 

BY: 

nue: 

Dale: 

STATE OF TEXAS 

BY· ~~--~--~~~~~=---------­
IndtVKiually alld as agent for llle State of Texas 

Date.----- - - - - - -

STATE OF TEXAS 

BY·~~--~--~~~~~~--------­
Indtvidually and as agent for the State of Texas 

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

STATE OF TEXAS 

BY. ~~-~--~~~-~~------­
Indtvidually and as agenl for the State of Texas 

Dale: - --- -------

?AGE 47 3 
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STATE OF "t "\...;..~ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ~~ :;t. \.c. ~:J-
BEFORE ME, lhe unders1gned aulhOrlty, on lhls day personally appeared tSt; \1 ) .-. 1/--.. \-I f:rJ 

knov.n to me to be.lhe person whose name IS subscnbed to lhe forego.ng 1ns11Uments as __ ; ) ¥ · l-t L '· _j y _ ~ ~ 
of T ,,<.-<1..,\ ~':..\.L"'t...,_ C;r ?,V(... h \'"\- a acknowledged tome !hat he 

j I 
exeaJted lhe same for lhe purposes and oonSideraiJOO lherem expressed. 10 lhe capac~ty slated. and as lhe act and deed of said corporaiJOO. 

Given under my hand and seal of offiCe lh1s lhe 1 ~ day of } "\ \v., L_ 

ll \ \,,, ·'· "'~"''''''·,, 
:'' ·~ \Jo l... AIJ( ··,, 

,, \,' • I.£' ,. 
~ t/; ~~ ~ ~u:S ~ '-:: 

== ~ ,'I""-= tw"... :, ( ~ :~.~ ; . l 
STATE OF--------~- ~'E ul \~ j 

~"" E~p ~~~ .. "'- ~ 
COUNTY OF • J . ... • \ ~ ,,• 

(CORPORATION ACKNOWLEDGMENT) 

--------- ......... ,., 4· 2 -l ·~\) ,,,,,' 

BEFORE ME. lhe unders1gned aultl(jmy: on lhlS day personally appeared-------------- - -------

known to me to be lhe person v.nose name IS subscnbed to lhe foregQ~ng 1ns11Uments as - ----------- ------ - ­

of------------------------------------- and aCknowledged to me tnat he 

exeaJted lhe same for lhe purposes and conSideraiJOO !hereon expressed. 1n lhe capaCity Slated and as lhe act and deed of saod corpora liOn 

Given under my hand and seat ol office lhos lhe ___ day of--------- 20 __ 

Nolary PubliC on and for--------------

STATEOF ~ l~icc (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTYOF B~ ~ ' It ,) () 

BEFORE ME, lhe undersogned aulhOnry, on lhos day personally appeared ~~........;--=.::.J\o.J\ .... :..J~~-\:...N~-· _....:£iw.....lo:l~~b~--L------
known 10 me 10 t:Je ~"I IJOISOnS whose names are subscnbed 10 lhe foregoong insii\Jmenl , and acknowledged 10 me !hat !hey executed lhe same for lhe 

purposes <'old c.o'lSK1eraiJO!llhet'llll expressed 

G~oo,M«'"''""''""'uOoOo ... ,., .. ~ .. ,,o'£e.lo~ 

Nolary Public In and for t-ie..r...u M_g,x \c.a 
tOW\....V.~iO\.o-o ~\)\vu ~ '\/l.-U./"lol?..@ 

STATE OF t\l.Q.u.o Mli)L~ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF Whc..l~U.1:2 
BEFORE ME, lhe undersogned aulhOnty, on lhos day personally appeared------------------- ---

known to me to be lhe persons v.nose names are subscnbed to lhe forego.ng tnstrument. and acknowledged 10 me lhatlhey executed lhe same for lhe 

purposes and oonsoderatoon lheretn expressed 

Given under my hand and seal of offoce lhls lhe ___ day of---------· 20 __ . 

Nolary PubliC on and for--------------

•••• • •••• 
• 
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EXHIBIT " A" 

Attached to and made a pan of that certain Oil and Gas Lease dated January 5, 2011 , by and 

between the State of Texas, acting by and through its agent Phillip W. Fouts, as Lessor and 

Energcn Resources Corp., as Lessee. 

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

the lease. 

1. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the 
option to maintain this lease for an additional two (2) years by delivering delay rentals for the 
second year in the amount of$7,957.50. One half( l /2) o f the second year delay rental will be 
paid to the Lessor and one half ( 1/2) will be paid to the State of Texas. Delay rental for the th ird 
year are included in the second year delay rental and if the second year is paid then no additional 
delay rentals are due under this lease. 
2. Marketing/Other Costs." Lessors' royalty on o il , gas and associated liquid or liquefiable 
hydrocarbons shall never bear, either directly or indirectly. any costs or expenses to treat , store. 
gather, separate, dehydrate, compress, pipe. transport or truck the same or any other cost or 
expenses whatsoever, except any severance, excise, windfall or. other like and similar tax 
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form 
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production 
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value 
at the well" bas is, to pay Lessor an additional sum equal to the royalty share reserved in this 
lease of all such post-production costs and expenses, including costs of production, gathering, 
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and 
otherwise making the oi l, gas and other products produced hereunder ready for sale or use." 
3. Royalty Payments Due. "All royalties that may become due hereunder shall commence to 
be paid on each well within ninety (90) days after the first day of the month following the month 
during which any well is completed and commences production. Thereafter all royalties on oil 
shall be paid to Lessor on or before the last day o f the month following the month of production, 
and all royalties on gas shall be paid to Lessor on or before the last day of the second month 
to llowing the month of production. Royalties not paid when due shall bear interest payable to 
Lessor, their heirs or assigns. at the rate of2% above the prime rate as quoted by Chase Bank, 
New York City, ew York or its successors, commencing at the rate as quoted on the date such 
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall 
commence on the date payment is due and shall continue until payment is made in full. In no 
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by 
such due date, Lessor may give Lessee written notice (by certified mail , retum receipt requested 
to the addresses specified in this lease) o f nonpayment of royalty, and if Lessors' royalty is not 
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if there is 
a bona fide dispute or a good faith question, based on an attorney's written title opinion of 
royal ty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest­
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the 
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ngluful royalty owner." The contents contained herein paragraph number 3. shall apply only to 
the owner of the surface and under no circumstance affect the Sate of Texas. 
4. Oil and Gas Only. " It is further agreed and understood that this lease covers oi l and gas 
only (including, with all oil and gas, all constituent elements thereof and all other liquid or 
liquefiable hydrocarbons and products of every kind and character derived therefrom and 
produced therewith), and all minerals other than oil and gas are excepted here-from and reserved 
to Lessor, including, but not limited to, coal, lignite and uraniwn." 
5. Pooling: 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board. 
OiJ : Without Lessor's prior wri tten consent, which shall not be unreasonably withheld, Lessee 
may not pool any of the above described land for an oi l well , unless Lessee includes at least one 
half of the leased premises wi thin the pooled unit; however, pooling for oil shall be allowed if 
pooling is to include lands in the SE/2 of Section 36, Block 2, H&GN R.R. Co. Survey, Reeves 
County, Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no 
circumstances will less than one half of the leased premises be included in any pooled unit. 
Gas: In the event Lessee elects to pool or unitize the above described land with other land or 
leases for the production of gas and related hydrocarbons from a vertical well , then any gas unit 
or units so fonned may not exceed 180 acres. In the event Lessee elects to pool or unitize the 
above described land with other land or leases for the production of gas and related hydrocarbons 
from a horizontal well, then any gas unit or units so formed may not exceed 320 acres. 
6. Restrictions on Gas Pooling: 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board. 
When The Unit Well Is On Other Lands: 
Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing 
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with 
other lands or leases so as to form a gas pooled unit or units and the unit well is not si tuated on 
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall 
be comprised of the leased premises; provided, however, should an insufficient amount of the 
leased premises be avai lable to fulfill th is requirement, then in such event, all of the then 
remaining acreage out of the leased premises not previously allocated to a well or wells shall be 
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably 
withJ1eld. 
When The Unit Well Is On The Leased Premises: 
Furthermore, unless otherwise agreed to in wri ting, in the event a portion or portions of the 
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit 
or units and the unit well is situated on the leased premises, then in such event, Lessee shall 
include all of the herein leased premises or all of the then remaining avai lable acreage out of the 
leased premises not previously allocated to a well or wells, whichever the case may be, into said 
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld. 
7. Depth Clause. "Notwithstanding anything to the contrary contained herein one (I) year after 
the expiration of the primary term or after all continuous development operations have ceased, 
after the primary term, whichever is the later, shall release all depths I 00 feet below the deepest 
producing strata in the well or wells located within the individual Retained Tract." 
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-----·----

8. Indemnity. " Lessee assumes all risk and liability of any ki nd and nature incident to, 
occasioned by or resulting in any manner from Lessee's operations hereunder, except that 
occasioned by Lessor's own gross negligence. Lessee agrees to keep said land duly and fully 
protected against liens of every character arising in connection with, or resulting from, said 
operations, and agrees to indemnify and hold Lessor. and its respective representatives, 
successors and assigns, harmless from and against any and all liens, demands, costs, expenses. 
attorney's fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of 
any kind for damages occasioned by, or on account of, Lessee's (including Lessee's servants, 
agents, invitees, employees or independent contractors) operations, and against all claims for 
property damage, personal injury or death sustained by any person or persons whomsoever, 
natural or corporate, in connection with, or resulting from Lessee's operation hereunder, and 
whether or not involving active or passive negligence on the part of Lessee or its agents, 
contractors or employees. 
This lease, and all of the rights of Lessee hereunder, is made subject to all federal, state and local 
laws, rules, orders and regulations pertaining in any way to protection of air, water, earth, 
environmentally sensitive or threatened plant or animal life or any other part of the ecological 
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein called 
the "Environmental Laws"). Lessee shall defend, indemnify and hold Lessor harmless from any 
and all liability, losses, claims notices, suits, damages, remedial work and causes arising from or 
connected with (i) any failure to comply wi th any Environmental Law, and/or (ii) the physical 
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due 
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The 
amounts covered by Lessee's indemnification of Lessor contained in the Preceding sentence 
shall include attorneys' fees and court costs. AND THE INDEMN IFICATION SHALL APPLY 
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, fN WHOLE OR IN PART. 
It is further specifically provided that in the event it becomes necessary for Lessor to employ an 
attorney or attorneys to enforce any of Lessee's obligations hereunder and Lessor is successful in 
any court action to enforce the same, Lessee agrees to pay all reasonable attorney's fees and 
court costs incurred by Lessor in connection herewi th. 
Y. Production In-Kind. "Lessor may, at his option and sole risk, cost and expense, upon not 
less than 60 days notice to Lessee, require at any time or from time to time that payment of all or 
any royalties accruing to the Lessor under this Lease be made in kind. Except during such 
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market 
Lessor's royalty oil ratably wi th its own oil and at the same price, and Lessee shall also always be 
obligated to reasonably market gas produced from the Leased Premises and to prevent the 
drainage of gas therefrom. Without the prior wri tten consent of Lessor, Lessee may not pay any 
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements 
with a term &>reater than one year." 
10. Information. "Upon written request, lessee shall provide lessor with copies of any title 
opinions, abstracts, or Iandman's runsheets that are obtained by lessee. Lessee shall inform 
lessor, in writing, of any litigation or liens that will affect the lease." 
II. Sh ut In Royalty Limitation. "Notwithstanding anything to the contrary herein, it is 
understood and agreed that this lease may not be maintained in force for any one continuous 
period of time longer than two (2) consecutive years after the expiration of the primary term 
hereof solely by the provisions of the shut-in royalty clause." 

---- -=-......,--- .... ~ .. 
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General Land Offici 
Relinquishment Act lease Form 
Revised, September 1997 

~ustin , 'arexas 

OIL AND GAS LEASE 

THIS AGREEMENT 1S made and entered lmo this~ day of .tJal!ln.!luiJia!!.:ryL-_ _ _ __ .• 2011.._ • between the State of Texas. acong 

of 10411 Hondo Htll Rd Houston TX 77064 

(Give Permanent Address) 

said agent hereon referred to as the owner of the sod (....nether one or more). and JOEuner=o:soen!!.!OB.,.esou,.,..,rces"""'"'Co"""ro""-------- --------

of 3300 NoQh ·A· Street BuoldtDQ 4. Suo!e 100 Mtdland. TX 79705 

(Give Permanent Address) 

heretnafler called Lessee. 

1. GRANTING CLAUSE. For and In conslderaoon of the amounts staled below and of the covenants and agreements 10 be patd, kept and 
performed by Lessee under !his lease. the Slate of Texas acong by and through the owner of the sod, hereby grants. leases and lets unto Lessee. lor 
the sole and only purpose of prospecttng and dnlhng for and produCing orl and gas. laying ptpe lines. butldtng tanks, s!onng oil and butldtng power 
stations. telephone lines and other structures thereon, to produce, save. Jake care of. treat and transport said products of the lease. the lollow.ng lands 
situated In Beeyes County. Stale of Texas, to-w!J: 

All of the NW/2 of Sec!Jon 36, Block 2. H&GN 88 Co Survey 

SEE EXHIBIT .A. ATIACHED HERETO AND MADE APART HEREOF 

contatntng ,.3..,18 ... ,.30"----- acres. more or less The bonus consodera!Jon paid lor !Ius lease 1s as follows: 

To the Stale of Texas: NfOe!eeo Dlousand Etoh! Hudred Ninety-Three and 75!100's 

Dollars ($19 893 75 ) 

To the owner of the soil. Noneteen Thousand Eight Hudred Ninety-Three --and-75J100's--­

Dollars ($19 893.75 

Total bonus considera!Kln: Thfr!v·Ntne Thousand Seyen Hundred Eoahty·Seven 

Dollars ($"'39"'-'-'78 ... 7..,.5.,.0'--------' 

and-5Q/100's 

The total bonus consoderation patd represents a bonus of One Thousand F1ve Hundred and No/100's 

---------------- Dollars ($1 500 00 ) per acre. on 26 525 net acres. 

2. TERM. Subject !O the other provisions In this lease. !his lease shall be lor a term of three 131 years from 
!his date (herein called •primary !enn·) and as long thereafter as oil and gas. or either of them. is produced In paying quantities from said land. As used 
In !his lease. the term ·produced in paying quanoties· means !hal the receipts frorm the sale or other aulhorfzed commeroal use of the subsJance(s) 
covered exceed out of pocket operational expenses for the six months last pasL 
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3. DELAY RENTALS. If no well Is commenced on the leased premises on or before one (1) year from Chis dace. this lease shall cenninace • 

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

-...,,------...,-,..--------- Bank, at 
or its successors (wllleh shan continue as the deposotory rega::rd::::;;:les=s-:o:;f-:Cha:=ng:::es::-;i::n-::the:-:-O'NI'l:-:-ers=hl::.-p-o7f ...,sa-od=la-nd= ).-:th:-e-a_m_ou_n=-c s-peco-::.fi:-ed-:-:-below:-:-- . 7in- add--.,..,.ili.,.'on - : 
Lessee shall pay or Ceroder to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS. a like sum on 
or before said date Payments under this paragraph shall operate as a rental and shall cover the privolege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the follo.,.,;ng amounts· 

To the owner of lhe soli: Three Thousand Nine HUndred Seventy-Eight and 75/100 

Dollars ($3 978.75 ) 

To the State of Texas. Three Thousand None HUndred Seyeotv-Eioht arN=7511!XC== 

Dollars ($.,_3..,9"-78...._75"--------' 

Total Delay Rental: Seyen Thousand Nine Hundred Fifty-Seven and 50/lOO's 

Dollars ($._.,7 .... 9.._57._..5..,0.__ _ ____ _ 

In a hke manner and upon like payments or tenders annually. the commencement of a well may be further deferred for successive periods of one (1) 
year eaCh dunng the promary term. Nl payments or teroders of rental co the owner of the soli may be made by Check or sight draft of Lessee, or any 
assignee of this lease. and may be delivered on or before the rental paying date. If the bank designated In this paragraph (or its successor bank) should 
cease to exist. suspend business. liQuidate, fall or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held In defaull for failure co make suCh payments or tenders of rental unbl thorty (30) days after the owner of the soil shall dehver co Lessee a proper 
recordable instrument naming another bank as agent co receive such payments or teroders. 

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

(A) OIL Royalty payable on oil. wllieh Is defined as Including all hydrocarbons produced in a hquid form at the mouth of the well and also as 
all condensate, disbllate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipmen~ as hereonatter provided. 
shall be 1/4 part of the gross production or the market value thereof, at the option of the owner of the soil or the Commossooner of the General 
Land OffiCe. such value to be determined by 1) the highest posted price, plus premlum,lf any, offered or paid for oil, condensate. disbllate. or other liquid 
hydrocarbons, respectively, of a like type and gravity In the general area 'Mlere produced and wllen run, or 2) the highest market price thereof offered or 
paid In the general area 'Mlere produced and 'Mlen run. or 3) the gross proceeds of the sale thereof. wi11Chever Is the greater. Lessee agrees that before 
any gas produced from the leased premises Is sold. used or processed on a plant, It wolf 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 elfodent, so that all loquod hydrocarlbons recoverable from the gas by sucto means 
wolf be recovered The requirement that such gas be run through a separator or other equipment may be waived. In wnbng, by the royalty owners upon 
suCh cenns and condotions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (Including flared gas), 'Mlieh 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 woth respect co gas processed In a plane for 
the extraction of gasoline, liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the market value thereof. at the 
option of the owner of the soil or the Commissioner of the General Land Olfoce. such value co be based on the highest market price paid or offered for 
gas of comparable quality in the general area 'Mlere produced and 'Mlen run, or the gross price paid or offered to the producer, 'M11Chever 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 soxty (60) degrees Fahrenheit, correctJon to be made lor pressure according to Boyle's Law, and lor specific 
gravoty according co tests made by the Balance Method or by the most approved method of testing being used by the Industry at the bme of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasolone plane or other plane for the recovery of gasoline or other hquld 
hydrocarbons shall be 114 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the sool or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (tOO%) of lhe total plane 
productoon of residue gas attnbulable co gas produced from thos lease. and on fifty percent (50%), or that percent accruing co Lessee. wllichever os the 
greater. of the total plant producoon of loquod hydrocaotx>ns attributable co the gas produced from Chos lease. proVIded Chat if liquid hydrocarlbons are 
recovered from gas processed on a plant In whoeh Lessee (or Its parent. subsodoary or affiliate) owns an Interest then the percentage appfocable to toquod 
hydrocarlbons shall be fifty percent (50%} or the highest percent accruong to a third party processong gas through such plane under a processong 
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). wlllchever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by t ) 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 'Mloeh 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 (excepbng liquid 
hydrocarbons) 'Mlether said gas be "casinghead." "dry." or any other gas. by fractionating, bumlng or any other processing shall be 114 part of 
the gross production of such products. or the market value thereof. at the option of the owner of the soil or the Commissioner of the General Land Office. 
suCh market value co be determined as follows: 1) on the basis of the hoghest market pnce of eaCh product for the same month in wllleh such product Is 
produced. or 2) on the basis of the average gross sale price of eaCh product for the same month In 'Mlleh such products are produced: 'Mliehever is the 
greater 

5. MINIMUM ROYALTY. During any year after the expiration of the primary tenn of this lease, if this lease Is maintained by production, the 
royalties paid under thos 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 lase day of the month succeeding the annoversary date of this lease a sum equal co the total annual rental less the 
amount of royalties paid dunng the preceding year. II Paragraph 3 of thos lease does not specify a delay rental amount, then for the purposes of th1s 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 
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6. ROYALTY IN KIND. Notwlthslandlng any olher proVISIOn in th1s lease, at any bme or from ume to ume, the OINner of the soil or the 
CommiSSIOner of lhe General land Office may, at the option of etther, upon not less lhan Sixty (60) days nobce to the holder of the lease, requtre that lhe 
payment of any royalbes accru1ng to such royalty owner under this lease be made in kind. The owner of lhe sod's or the CommiSSIOner of lhe General 
Land Office's right to take Its royalty In kind shall not diminish or negate the owner of lhe soil's or the Comm1ss10ner of the General Land Office's nghts 
or Lessee's obligations, whether express or tmphed, under this lease . 

1. NO DEDUCTIONS. Lessee agrees that all royalbes accru1ng under thts lease (1nctud1ng those patd In k1nd) shall be wtthout deductton for 
the cost of produCing, gathenng, stonng, separabng, treabng, dehydrating, compressing, processing, transporting, and othelwlse making the 011. gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalbes on the gross value received, including any reimbursements 
for severance 1axes and prodUClt<ln related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shalll:>e payable on any gas as may represent thts lease's proporbonale share of any luet 
used to process gas produced hereunder In any processing plant. Notwithstanding any other proVISIOn of thos lease, and subject to the wnttcn consent of 
the owner of the sool and the CommisSioner ol the General Land Office, Lessee may recyde gas for gas hfl purposes on the leased premises or for 
lntecbon onto any oil or gas produCing formation under1}'1ng the leased premises alter the liquid hydrocarbons contained In the gas have been removed; 
no royalbes shall be payable on the recyded gas unbl It Is produced and sold or used by Lessee in a manner Which entities the royalty owners to a 
royalty under this tease 

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

Payment of royalty on producoon of ool and gas shall be as provided In the rules set forth on the Texas Regoster. Rules currently proVIde that royalty on ool 
Is due and must be rece1ved on lhe General Land Office on or before the 5th day of the second month succeedong the month of produCbon. and royalty 
on gas os due and mus1 be receoved on the General Land Office on or before the 15th day of the second month succeedong the month of produebon. 
accompanoed by the affidaVIt of lhe owner. manager or other authonzed agent, compteted on the form ano manner prescnbed by the General Land Office 
and shoWing tne gross amount and dospoSibon of all ot1 and gas produced and the mar1<et value of the 011 and gas. together With a copy of all oocunents. 
records or repons confirmong the gross produCbon. dosposltion and mar1<et value lnctudong gas meter readongs, Ptpettne receopts. gas hne receopts and 
other checks or memoranda of amount produced and put into popetlnes. tanks. or pools and gas lines or gas storage, and any other repons or records 
wh1ch the General Land Office may reqUIIe to venfy the gross production. dosposition and mar1<et value. In all cases the authonty of a manager or agent 
to act for the Lessee heretn must be filed on the General Land Office Each royalty payment shall be accompanied by a check stub, schedule. summary 
or other remottance adVIce showtng by the asstgned General Land 01ftce lease number the amount of royalty berng paid on each tease If Lessee pays 
hos royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5Yo on the royalty or $25 00, Whochever os 
greater. A royalty payment Which Is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 Whichever is greater In addobon 
to a penalty, royalties shall accrue onterest at a rate of 12Yo per year. such Interest wtll begon to accrue When the royalty Is sixty (60) days overdue. 
AffidaVIts and supporung doc:oolents Y<i1och are not filed when due shall oncur a penalty 1n an amount set by the General Land Office admon1strabve rule 
whoch is elfecuve on the date when the affidaVIts or supporung doc:oolents were due The Lessee shall bear aa responSibility for pay.ng or caUSing 
royalties to be paid as prescnbed by the due date provided herein. Payment o f the delinquency penalty shall In no way operate to prohibtt the State's 
nght of forfeoture as provided by law nor act to poslpone the date on which royalties were onglnally due. The above penalty provisions shall not apply on 
cases of bUe dospute as to the State's porUon of the royalty or to that portion of the royalty on dispute as to fair mar1<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumosh the CommiSSIOner of the General Land Office 
wtth Its best possoble esbmate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner wtth copies of 
all contracts under Y<i1ich 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 on confidence by the General Land Office unless otherwtse authonzed by Lessee. All other contracts and records per1aining to the production. 
transpor1ation, sale and mar1<eting of the oil and gas produced on said premoses. onctuding the books and accounts. receipts and discharges of all wells. 
tanks, pools, meters. and popellnes 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. Wntten nobce ol all operations on thiS lease shall be submitted to the CommoSStOner of the General 
Land Office by Lessee or operator five (5) days before spud date. wor1<over, re-entry. temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall InClude copies of Railroad Commission forms for application to dnll. Copies of well tests. 
completion reports and pluggong reports shalll:>e supplied to the General Land Office at the bme they are filed with the Texas Railroad CommosSIOO All 
appltcationS, pennots, reports or other filings that rele<ence thts lease or any specific well on lhe leased premises and that are submoned to the Texas 
Railroad CommiSSIOn or any other governmental agency shall include the word "State" on the bUe. Addobonafly. on accoroance wtth Raolroad CommoSSIOII 
rules. any sognage on the teased premises for the purpose of tdenbf'ying wells, tank batteries or other asSOCiated improvements to the land must also 
InClude the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, repons, cutbngs and cores, or other 
onfonnabon retauve to the operation of the above-descnbed premises. which may be requested by the General Land Office, In addtbon to those heretn 
expressly provided lor. Lessee shall have an electncal and/or radi03CIJV1ty survey made on lhe bore-hole section, from the base of the surface caSing to 
the total depth of well, of all wells dnlled on the above descnbed pnamlses and shall transmit a true copy or lhe log of each survey on each well to lhe 
General Land Office wtthin fifteen (15) days after the making or said survey. 

(C) PENAL TIES. Lessee shall oncur a penalty Whenever reports, documents or other matenals are not filed on the General Land Office wnen 
due The penalty lor late filing shall be set by the General Land Office adminostrabve rule Which os elfecbve on the date When the matenals were due on 
the General Land Office. 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, dunng the primary term hereof and prior to discovery and 
producbon of ell or gas on saod land. Lessee should dnll a dry hole or holes thereon, or il dunng the primary term hereof and after the discovery and 
actual production of 011 or gas from the leased premises such producbon thereof should cease from any cause. this lease shall not terminate If on or 
before the expiration of soxty (60) days from date of complebon of said dry hole or cessation of production Lessee commences addobonal dnlllng 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 
pnmary term or within sixty (60) days priof thereto, a dry hole be completed and abandoned. or the production of oil or gas should cease for any cause, 
Lessee's rights shall remaon in full Ioree and effect wtthout further operationS unbl the exporation of the pnmary term: and If Lessee has not resumed 
production in pa}'lng quanbbes at the exporaUon of the pnmary term, Lessee may maontaon this lease by conduCbng addotional dnllong or rewonung 
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operalhJns pursuant to Paragraph 13, using the expiration of the primary term as the dale of cessation of production under Paragraph 13. Should the first 
well or any subsequent well drilled on the above descnbed land be completed as a shut-in oil or gas well within the primary term hereof, Lessee may 
rest.me payment of the annual rental in !he same manner as provided hereon on or before !he rental paying date follo'Mng !he exporallon of Sixty (60) 
days from !he dale of completion of such shut-in oil or gas well and upon !he failure to make such payment !his lease shan Ipso facto terminate. If allhe 
explrabon of the primary term or any bme !hereafter a shut-In 011 or gas well is located on !he 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 !he explrallon of the primary term, neither oil nor gas is betng 
produced on said land, bul Lessee is !hen engaged In dnlling or reworkong operabons thereon. lhis lease shall remaon In force so long as operabons on 
said well or lor drilling or rewori<ong of any additional wells are proseruled in good faith and in workmanfike manner without lnlemJpllons totaHng more 
than sixty (60) days during any one such operation. and if !hey result In the productoon of oil and/or gas. so long thereafter as oil and/or gas Is produced 
In paying quantities from said land, or payment of shuHn oil or gas well royalties or compensatory royalties is made as provided In this lease. 

13. CESSATION, DRIUING, AND REWORKING. If, after the explrallon of !he pomary term, production of oil or gas from the leased 
premoses, after once obtained. should cease from any cause, this lease shall not terminate If Lessee commences ad<lotional dril ling or rewori<lng 
operations within sixty (60) days after such cessation. and !his lease shall remain in full force and effect for so long as such operations conllnue In good 
faith and In workmanlike manner wilhoullnterruplions 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 royallles or payment of compensatory royal~es Is made as provided herein or as provided by law. II the drilling or reworking 
operations result In the complellon 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 !he completion of !he well as a dry hole. and lhos lease shall remain In effect so long as Lessee conllnues drilling or 
reworking operallons In good faith and In a workmanlike manner wilhoullnlerruptions totaling more than sixty (60) days. Lessee shall give wrllten nollce 
to the General Land Office ...;thin thirty (30) days or any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well" means any well !hal has beten assigned a well number by the stale agency 
haVIng junsdiclion over the production of oil and gas If. al any lime after the expiration of !he primary term of a lease !hal unhl being shu! ln. was betng 
maontaoned in Ioree and effect. a well capable of produdng oil or gas In paying quantities is located on !he leased premises, but oil or gas Is not being 
produced for lack of suotable producllon fadlities or lack of a suitable market. then Lessee may pay as a shut-In oil or gas royally an amount equal to 
double !he annual rental provided in the lease, but not less !han $1 ,200 a year for each well capable of producong 011 or gas in pay.ng quanbties. If 
Paragraph 3 of this lease does not spedfy a delay rental amount !hen for the purposes of this paragraph, !he delay rental amount shall be one dollar 
(S 1.00) per acre. To be effective. each lnihal shut-In oil or gas royally must be paid on or before: (1) the expiration of !he pnmary term, (2) 60 days after 
the Lessee ceases to produce o~ or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation In accordance 
With !he tease provisions: whichever dale is latesL Such payment shall be made one-half (1/2) lo the Commissioner of !he General Land Office and one­
half (1/2) to the owner of the sod. 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 lor a period or one year from !he end of !he pomary term, or from !he first day of !he month folloWing the month in which 
productoon ceased. and, after !hat, If no suitable production fadhbes or suitable market for !he oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-In year. 

15. COMPENSATORY ROYAL TIES. If, during the period !he lease Is kept In effect by payment of !he shul-ln oil or gas royalty, oil or gas is 
sold and delivered in pay.ng quantities from a well located Within one thousand ( 1.000) feel of the leased premises and completed In !he same producong 
reservoir, or In any case In which drainage os occurring. the righllo continue to maintain the lease by paying the shut-In oll or gas royalty shall cease. bul 
lhe lease shall remain effective for !he remainder of !he year for which !he royally has been paid. The Lessee may maintain !he lease for four more 
successive years by Lessee paying compensatory royally al the royally rate provided In !he lease of the market value of producllon from !he well causing 
lhe drainage or which Is completed In the same produdng reservoir and within one thousand ( 1,000) feel of the leased premoses. The compensatory 
royally Is 10 be paid monthly, one-half (1/2) to the Commissioner of !he General Land Office and one-half (1/2) 10 the owner of the soil, beginning on or 
before lhe las! day of the month follo...;ng the month In which the oil or gas is produced from the well causing lhe drainage or !hal Is completed in the 
same produdng reservoir and located ...,;thin one thousand (1 ,000) feel of the leased premises. lithe compensatory royally paid In any 12-month period 
Is an amount less !han the annual shut-in oil or gas royally, Lessee shall pay an amount equal to the difference ...,;thin thirty (30) days from !he end of lhe 
12-month period. Compensatory royally payments which are not timely paid ...,;11 accrue penally and Interest In accordance Wl lh Paragraph 9 of lhos 
lease. None of these proVISIOnS ...,;u relieve Lessee of !he obligation of reasonable development nor !he obligallon lo dnll offset wells as provided in 
Texas Natural Resources Code 52.173: however. allhe delerminallon of the Commissioner. and with the Commissioner's wnllen approval, the payment 
of compensatory royallies can salosfy the obhgalion to dnll offset wells 

111. RETAINED ACREAGE. Notwilhstandong any proVIsion of :hos l..ase to the contra-y. after a well produd"9 or capable or Droduong 011 or 
gas has been completed on !he leased premoses, Lessee shall exercose the dollgence of a reasonably prudent operator on dnlhng such ad<lotoonal well or 
wells as may be reasonably necessary for !he proper development of !he leased premises and in markebng the production thereon 

(A) VERTICAL. In !he event this lease is In force and effect two (2) years after the expiration dale of !he primary or extended term II shall then 
terminate as to all of the leased premises. EXCEPT (1) 40 acres surrounding each oil well capable of producing In pay.ng quantilies and 320 acres 
sunoundong each gas well capable of producing in paying quanloties (Including a shut-In oil or gas well as provided in Paragraph 14 hereof). or a well 
upon wnich Lessee is then engaged on contonuous driNong or reworking operabons, or (2) !he nt.mber of acres Included In a producong pooled unit 
pursuant 10 Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may !hen be allocated for production 
purposes to a prorahon unit for each such produdng well under !he rules and regulations of the Railroad Commission of Texas. or any successor 
agency, or other governmental authority having jurisdiction. If al any lime after the effective dale of the partial termination provisions hereof. !he 
applicable field rules are changed or the well or wells located thereon are redassified so !hat less acreage is thereafter allocated to said well or wells for 
producbon purposes. thos lease shall thereupon terminate as lo all acreage no! thereafter allocated lo said well or wells for production purposes. 
Notwithstanding the termination of !his lease as to a portion of the lands covered hereby, Lessee shall nevenheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof. together wilh easements and righls-<>f-way for 
existing roads. existing pipelines and other exlsllng fadlilies on. over and across all !he lands described In Paragraph 1 hereof ("the retained lands"), lor 
access to and from the retaoned lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands. 
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(B) HORIZONTAL In lhe evenllhos lease IS In Ioree and effect !\NO (2) years after 1he expiration date ollhe pnmary or eXIended term It shall 
furlher terminate as to all depths below 100 feet below lhe total deplll dnlled (lleremaf\er "deeper depllls") in each well located on acreage retaoned in 
Paragraph 16 (A) above. unless on or before two (2) years aher the primary or extended term Lessee pays an amount equal to one-half (1/2) of llle 
bonus onglnally paid as consideration lor this lease (as specified on page 1 hereof). II such amount Is paid, this lease shall be In force and effect as to 
such deeper depllls. and said terminallOil shall be delayed for an additional penod of two (2) years and so long lllereafter as oil or gas is produced on 
pay.ng quanooes from such deeper depllls covered by lhos lease 

(C) IDENTIFICATION AND FILING. The surface acreage reta1ned hereunder as to each well shall, as nea~y as pracbcal, be on 1he form of a 
square woth the well located In tile center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Withon 
thirty (30) days after partial terminabOn of thos lease as provided herein, Lessee shall execute and record a release or releases conlaonong a satisfactory 
legal descnpuon of the aeteage and/or depllls not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accornpanoed by llle filing fee prescribed by llle General Land Office rules In effect on lhe date the release Is filed. If Lessee faols or refuses 
to execute and record such release or releases within nonety (90) days ahcr beong requested to do so by llle General Land Office. then 1he 
Commissioner at hos sole doscrebon may designate by wntten instrument llle acreage and/or depllls to be released hereunder and record such 
onstrumenl at Lessee's expense In 1he county or counties where the lease os located and In the otficjal records of the General Land Office and such 
desognabOn shall be bondong upon Lessee tor all purposes 

17. OFFSET WELLS. Neother the bonus, dolay rentals, nor royalues paid, or to be paod, under thos lease shall reloeve Lessee of hos obhgabOn 
to protect the ool and gas under the above-descrobed land from being draoned. Lessee. sublessee. recetver or other agent In control of the leased 
premises shall dnll as many wells as the facts may Justify and shall use appropriate means and dnll to a depth necessary 10 prevent undue drainage of 
oil and gas from lhe leased premoses In addobon. if oil and/or gas should be produced in commercial quanuues wtlllin 1,000 feet of 1he leased premises. 
or on any case v.ilere llle leased premoses os beong draoned by production of 011 or gas. the Lessee, sublessee. recetver or olher agent In control of the 
leased premoses shall on good faoth beg•n the dnlllng of a well or wells upon the leased premoses wolhUl 100 days after the draonong "''ell or wells or lhe 
well or wells completed wothon 1.000 teet of lhe leased premoses start produong on commercoal quanooes and shall prosecute such dnllong wolh dohgence 
Faolure to sausfy the statutory offset obhgauon may subJect thos lease and the owner of the soli's agency nghts 10 lorteoture Only upon the determonatJOn 
of the Commossooner of the General Land Office and woth his wnnen approval may the payment of compensatory royalty under appbcaOie statutory 
parameters sausfy the obhgauon 10 dnll an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faolll effort. Lessee os prevented from compty.ng woth any express or Implied covenant of 1/IIS lease 
from conduebng dnllong operatoons on the leased premises. or from producong 011 or gas from llle leased premoses by reason of war. rebelliOn, nots 
stnkes, acts of God, or any valid order, rule or regula~on of government aulllonty. then while so prevented, Lessee's obllgatoon to comply woth such 
covenant shall be suspended and Lessee Shall not be l~able for damages for faolure to comply woth such covenants, addotionally, tilts lease shall be 
eXIended whole Lessee os prevented, by any such cause. from conducting dnlhng and reworking operallOils or from producing oil or gas from llle leased 
premises. However. nothong on this paragraph shall suspend 1he payment of delay rentals In order to maontaon this lease In effect dunng the pnmary term 
in the absence of such drilling or reworldng opera lions or productoon of oil or gas. 

19. WARRANTY CLAUSE. The owner of the sool warrants and agrees to defend title to the leased premoses. If the owner of the sool defaults 
on payments owed on 1he leased premoses. then Lessee may redeem the nghls of the owner of llle soil in the leased premises by pay.ng any mortgage 
taxes or other hens on 1he leased premoses If Lessee makes payments on behalf of the owner of the SOli under thos paragraph. Lessee may recover the 
cost of 1hese payments from 1he rental and royal~es due llle owner of 1he SOtf. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entore undiVIded surface estate on the above 
descnbed land, whether or not Lessee's interest is specofied herein, then the royalties and rental hereon provided to be paid lo the owner of llle soli shall 
be paid to him In the proportion which his Interest bears to llle entire undivided surface estate and the royalties and rental hereln provided to be paod to 
llle CommiSSioner of llle General Land Office of the Stale of Texas shall be hkewose proporuonalely reduced. However. before Lessee adjusts the 
royalty or rental due to the Commossloner of llle General Land Offoce, Lessee or his authorized representauve must submll 10 llle Commlss1oner of llle 
General Land Office a wntten statement whoch explaons llle doscrepancy between the Interest purportedly leased under ihls lease and the actual interest 
owned by the owner of 1he sod. Tile CommosSKJner o f llle General Land Office shall be paod the value of the whole production allocable to any undovoded 
interest not covered by a lease. less llle proporuonate development and prodUCllOil oost allocable to such undiVIded interest. However. in no event shall 
the Commossooner of 1he General Land Offoce recetve as a royalty on the gross produebon allocable to the undovoded onterest not leased an amount less 
than llle value ol one-sixteenth (1/16) of such gross produchon. 

(B) REDUCTION OF PAYMENTS. II, during the pnmary term, a poruon or llle land covered by this lease Is InCluded wothln the boundanes 
of a pooled unli that has been approvoo by the School Land Board an1 the owner of the soli In accordance woth Natural Resources Code SectiOns 
52.151·52 154, or II, at any orne after the exporauon of the pnmary term or the extended term, this lease covers a lesser number of acres lhan t1>e total 
amount descnbed heretn. payments thai are made on a per acre baSIS hereunder shall be reduced accordong 10 the number of acres poo1eo released 
surrendered, or olllerwose severed, so thai payments determined on a per acre basos under the terms of thos lease dunng 1he pnmary 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 retaoned and covered by lhos lease. 

21 . USE OF WATER. Lessee shall have llle nghl lo use water produced on saod land necessary for operations under this lease except water 
from wells or tanks of llle owner of the soil; provoded, however, Lessee shall not use potable water or water suitable for livestock or irrigaoon purposes 
for waterflood operauons wolllout the prior consent of the owner of the soli 

22. AUTHORIZED DAMAGES. Lessee shatt pay llle owner of the soil lor damages caused by 1ts operations to all personal property. 
omprovements, lovestock and crops on said land. 

23. PIPELINE DEPTH. When requested by lhe owner of the soli, Lessee shall bury ots pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house or bam now on sa1d premoses wolhoul 
the wnuen consent of llle owner of the soli. 
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25. POLLUTION. In developing this area. Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal 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 or 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 dean up the drilling site of all rubbish 
thereon. Lessee shall. while conducting operations on the leased premises. keep said premises free of all rubbish. cans. 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 kepi painted and presentable . 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph. Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises. Including the right to draw and remove casing. within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension or this 120~ay 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 soli shall become the owner of any machinery. 
fixtures. or casing which are not timely removed by Lessee under the terms or this paragraph . 

27. (A) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 or this lease. the rights and estates of either 
party to this tease may be assigned. In whole or in part. and the prollislons of this lease shall extend to and be binding upon their heirs. dellisees. 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. prillileges 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 dillision 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, dellisees. legal representatives or assigns) furnishes the Lessee with satisfactory written ellidence of the change 
in ownership. including the original recorded muniments of tiUe (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 tease 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 
thrs 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 tease shall terminate for fa ilure 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 
onginallessee or any prior assignee of the lease. including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a). i f 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 ol assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as If It were made to the owner of the soil If the 
assignee Is: 

(1) a nominee of the owner of the soil: 
(2) a corporation or subsidiary In whlch the owner of the soil is a principal stockholder or Is an employee of such a corporation or subsidiary: 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
( 4) a principal stockholder or employee of the corporation which Is the owner of the soil: 
(5) a partner or employee in a partnership which Is the owner of the soil; 
(6) a fiduciary for the owner of the soil: 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 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 or 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 release will not relieve Lessee of any liabilities which may have accrued under this tease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released. such assignment or release must be 
reooroed in the county where the land is situated, and the recordoo instn•men:. or a copy of the recorded inst'Ument certified by the County Cieri< of the 
county in which the instrument is recorded. must be filed In the General Land .office within 90 days of the last execution date accompamed by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under thrs lease shall be subject to forfeJture at the optJon 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 dulles of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained In thrs lease render this lease invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's Interest in 
the teased premises. When the interests of the owner of the soil conflict wi th those of the State. the owner of the soil is obligated to put the State's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after II 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 fall or refuse to. drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or rf 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 ff Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or 
an authorized agent should knowingly fall or refuse to give correct 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 prolfisions of this lease. or If this lease Is assigned and the 
assignment Is not filed in the General Land Office as required by law. the rights acquired under this lease shall be subject to forfeiture by the 
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Commossloner, and he shall forfeot same when sufficicnUy Informed of the facts ....nk:h aulhonze a forfeilure, and v.toen forfeoted the area shall agaon be 
subJecl to lease under the terms of the Relonquishment Act However. nothing hereon shall be construed as wao111ng the automatiC tennonatoon of thos 
lease by operation of law or by reason of any specoal limitauon arisong hereunder Forfeitures may be set aside and this lease arid all nghts lhereuooer 
reinstated before the nghts of another Intervene upon satisfactory evidence to the Commissioner of the General LarK! Office of future <;Qmpllance w.th 
the provosoons of the law arid of thos lease arid the rules arid regulatiOns that may be adopted relabVe hereto . 

33. LIEN. In accordance w.th Texas Natural Resources Code 52 136, lhe State shall have a first lien upon all ool and gas produced from lhe 
area covered by thos lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
thos tease. Lessee grants the State, In aoddotion to the lien provided by Texas Natural Resources Code 52.136 and any othCf applicable statutory lien. an 
express contractual hen on arid secunty lntlll'est in all leased minerals In and extracted from the leased premoses, all proceeds v.tooch may accrue to 
Lessee from the sale of such leased monerals, whether such proceeds are held by Lessee or by a third party, arid all fiiCiures on and improvements to the 
leased premoses used on connection w.th the productiOn or processing of such leased minerals in order to secure the payment of all royalbes or other 
amounts due or to become due under thos lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or corodotoon of this lease. whether express or omploed. This hen and security interest may be foreclosed With or Without coun proceedongs on 
the manner pro111ded on the ToUe 1, Chap 9 of the Texas Busoness and Commerce Code. Lessee agrees that the Commissoonlll' may require Lessee to 
execute arid record such onstruments as may be reasonably necessary to acknov.iedge. attach or perfeoct thos hen. Lessee hereby represents that there 
are no prior or supenor hens anslng from and relaung to Lessee's activities upon the above-described property or from Lessee's acquisobon of this lease . 
Should the Commossooner at any tome determone thai thiS representation Is not true, then the Commissioner may deClare thiS tease forfeoted as provoded 
herein. 

34. POOLING. Lessee os hereDy granted the nght to pool or unlbZe the royalty onterest of the owner of the sool under thiS lease w.th any other 
leasehold or moneral onterest for the exploratiOn, development and production of oil or gas or eoth91' of them upon the same tenns as shall be approved 
by the School LarK! Board ano lhe Commossooner of the General LarK! Office for the pootong or unotwng of the onterest of tne State under thts tease 
pursuant to Texas Natural Resources Code 52 1 51-52 154 The owner of the sool agrees that the oneluSion of thos pro111soon on tnos lease saoslies tne 
execuuon requorements stated on Texas Natural Resources Code 52.152 

35. INDEMNITY. Lessee hereby releases and doscharges the State of Texas arid tile owner of the SOli, tlleor offocers. employees panners 
agents. contractors, subcontractors. guests. on111tees. and theor respecbve successors and assogns, of and from all and any acoons and causes of acoon 
of every nature, or other harm, oneludong envoronmental harm, for whoch recovery of damages os sought. oncludong, but not limited to. all losses ano 
expenses which are caused by the acwoties of Lessee, Its officers, employees. arK! agents ansong out of, oncodental to, or resulbng from. the operabons 
of or for Lessee on the leased premoses hereunder, or that may anse out of or be occasooned by Lessee's breach of any of the terms or pro111soons of tllos 
Agreement. or by any other negligent or stncUy liable act or omossoon of Lessee. Funher, Lessee hereby agrees to be liable for, exonerate, ondemnofy 
defend arid hold harmless the State of Texas and lhe owner of the SOli, their officers, employees arid agents, lheor successors or asSigfts, agaonst any 
and all daoms, llabdooes, tosses, damages, acbons, personal onrury (ondudong death). costs and expenses, or other harm for v.tooch recovery of damages 
Is sought, under any theory oncludong 1011. contract, or striCt liability, includong attorneys' fees arid other legal expenses, includong those related to 
envoronmental hazards, on the leased premoses or in any way related to Lessee's faolure to <;Qmply With any and all enwonmental laws, those ansong 
from or on any way related to Lessee's operatiOns or any other of Lessee's actovities on the leased premoses: those arising from Lessee's use of the 
surface of the leased premises: arid those tnat may anse out of or be occasioned by Lessee's breach of any of tile terms or provisoons of this Agreement 
or any other act or omossion of Lessee. ots dorectors, officers. employees, paMers. agents. contractors, subcontractors, guests, lnvotees. arid tlleor 
respeocbve successors arid assogns Each assognee of this Agreement. or an Interest tllereon, agrees to be liable for, exonerate, iooemnofy, defend and 
hold harmless the State of T exas arodlhe owner of tile sod, tlleor officers, employees. arid agents in the same manner pro\11ded above on conneocoon With 
the actJvobes of Lessee. ots officers, employees. and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARlY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARlY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the hoghest degree of care arK! all reasonable safeguards to prevent contaminatiOn or 
pollutiOn of any environmental medoum, includong SOli, surface waters. grourodwater, sediments, arK! surface or subsurface strata, ambient aor or any 
other environmental medoum on. on, or uooer. the leased premoses. by any waste, pollutant, or contamonant. Lessee shall not bnng or permit to rem a on on 
the leased prE!I'nlses any asbestos containing materials. explosives. tOXIC matenals, or substances regulated as hazardous wastes, hazardous matenals. 
hazardous substances (as the tenn ' Hazardous Substance" Is defined In the Comprehensive Enwonmental Response, Compensabon arid Llabollty Act 
(CERCLA), 42 U.S.C. Secloons 9601. et seq.). or !OXIC substances under any federal, state, or local law or regulation ('Hazardous Matenals'), except 
ordonary products commonly used In connectoon w.th ool arid gas exploration and development operations and stored on lhe usual manner ano quano~es 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDE.R AND 
LESSEE SHALL INDEMNIFY, HOL.D HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALl APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH M.AY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease os Issued uroder the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the RellnQuishmenl Act. and other applicable slalules and amendments thereto. and If any proviston in lhis lease does not conform to these 
statutes. the statutes Will prevaol over any nonconforming lease provoslons. 
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38. EXECUTION. This oil and gas lease must be signed and aCknowledged by the Lessee before it Is filed of record In the county records and 
In the General Land Office of the State or Texas. Once the filing requirements found In Paragraph 39 or th1s lease have been satisfied. the effectove dale 
of this lease shall be the date found on Page 1 . 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed or ri!CQ(d In the office or the 
County Cieri< in any county 1n which all 0< any part of the leased premises is located. and certJfied copies thefeof 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 frO<n his records) Is filed in the 
General Land Office In accordance with Texas Natural Resources Code 52.183 . Additionally. this lease shall not be binding upon the Stale unless It 
recites the actual and true consideration paid or prO<nised for execution or this lease. The bonus due the State and the prescribed filing ree shall 
accompany such certified copy to the General Land Office . 

LES~EE 
BY: • 

Tille.~rnen ResourcesCoro . 

Date: 02_ /:J tL J I I 

:;•" om>A~~ 
Individually and as agent fO< the State or Texas 

Date "L · 10 · 1.-c-\\ 

STATE OF TEXAS 

BY· .,...,--,----,,..--...,..,.-.,.--::--,--:-::--- - -­
Individually and as agent fO< the State or Texas 

Dare - -------------------

STATE OF TEXAS 

BY: 
lndlvi7d~u~a~lly_a_nd~a~s-a~g~en~t~fO<~th~e~S~ta~te-o~f~T~e-xa~s---------

Date· ---------------------

STATE OF TEXAS 

BY: ~---,..---~,..-~--~~--------­
Individually and as agent rO< the State of Texas 

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

PAGE 54 i 
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-STATE OF _ __.I_;C.~t...:s....._, ___ _ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF l±z;.. r , ) 

BEFORE ME. lhe unoersogneo aulhOmy, on lhos day personally appeared _.->.U...B.v~' .A.:_,cl...._--'~W...o _. • .-,;\-~l-----------
known 10 me 10 be lhe person wnose name os subscnbed 10 the foregoong lnslruments as _ .JD.c..e""vu•...>d...._.:zh>:..u.. .... ,.,.u:L. ___________ _ 
of \~ ~ '1<. and acknowledged 10 me !hal ne 

executed lhe same for lhe purposes and COOSideraiJOillhereon expressed, on lhe capaoly staled. and as lhe act and deed or saod corporaiJOI'I 

day of k<'-" 'C ""' 1 • 20J..l_ 

Q.(hC\ ao. ~p ..;___ 
0 

Nolary Publoc on and for __ :OL..S;e;.:/.&.X.s.G~s~--------

STATE OF ________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _______ _ 

BEFORE ME. lhe undersigned aulhOrily, on !his day personally appeared----------------------

known to me to be the persons wnose names are subscnbed to the foregoong lnslrumenl. and acknowledged to me lhatthey executed lhe same for lhe 

purposes and conslderallon !hereon expressed. 

GIVen under my hand and seal of offoce !his lhe ___ day of--------- 20 __ . 

Notary Publoc on and for-------------

STATE OF _ _ ______ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF---- ----

BEFORE ME. lhe undersogned aulhonty, on lhos day personally appeared----- ------------- - ---

known to me 10 be lhe persons wnose names are subscnbed to lhe foregoing onslrument. and acknowledged 10 me lhat lhey executed lhe same for lhe 

purposes and consodera110n lherein expressed. 

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

Notary Publoc In and for------------ -

-
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EXHIBIT "A" 

Attached to and made a part of that certain Oil and Gas Lease dated J anuary 5, 201 J, by and 

between the State of Texas, actin g by and through its agent David Fouts, as Lessor and 

Ener gen R esources Corp., as Les~ee . 

In the event of conflict or inconsistency between the printed terms of this lease and these added 

terms of this lease, the added terms shall control and be deemed to supersede the printed terms of 
the lease. 

I. Delay Rentals. At the end oflhe first anniversary date of this lease, Lessee shall have the 
option to maintain this lease for an additional two (2) years by delivering delay rentals for the 
second year in the amount of$7,957.50. One half(l /2) of the second year delay rental will be 
paid to the Lessor and one half (I /2) wi ll be paid to the State of Texas. Delay rental fo r the third 
year are included in t11e second year delay rental and if the second year is paid then no additional 
delay rentals are due under this lease. 
2. Mar keting/Other Costs. " Lessors' royalty on oi l, gas and associated liquid or liquefiable 
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store, 
gather, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or 
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax 
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form 
of lease, and the price on which Lessee pays royalties reflects any deductions for post-production 
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value 
at the well " basis, to pay Lessor an additional sum equal to the royalty share reserved in this 
lease of all such post-production costs and expenses, including costs of production, gathering, 
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and 
otherwise making the oil, gas and other products produced hereunder ready for sale or use." 
3. Roya lty Payments Due. "All royalties that may become due hereunder shall commence to 
be paid on each well within ninety (90) days after the first day of the month following the month 
during which any well is completed and commences production. Thereafter all royalties on oi l 
shall be paid to Lessor on or before the last day of the month following the month of production, 
and all royalties on gas shall be paid to Lessor on or before the last day of the second month 
following the month of production. Royalties not paid when due shall bear interest payable to 
Lessor. their heirs or assigns, at the rate of 2% above the prime rate as quoted by Chase Bank. 

ew York City, ew York or its successors, commencing at the rate as quoted on the date such 
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall 
commence on the date payment is due and shall continue unti l payment is made in full. In no 
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by 
such due date, Lessor may give Lessee written notice (by certified mail , return receipt requested 
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not 
paid on or before expiration of30 days !Tom Lessee's receipt of such notice. However, if there is 
a bona fide dispute or a good faith question, based on an attorney's written title opinion of 
royalty entitlement, Lessee may pay Lessors' royalty to a trustee to be invested in interest­
bearing accounts pending resolution of the entitlement issue, with the interest to belong to the 
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rightful royalty owner." The contents contained herein paragraph number 3. shall apply only to 
the owner of the surface and under no circumstance affect the Sate of Texas . 
4. Oil and Gas Only. "It is further agreed and understood that this lease covers oil and gas 
only (including, with all oil and gas, all constituent elements thereof and all other liquid or 
liquefiable hydrocarbons and products of every kind and character derived therefrom and 
produced therewith), and all minerals other than oi l and gas are excepted here-from and reserved 
to Lessor. including, but not limited to, coal, lignite and uranium." 
5. Pooling: 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board . 
O il: Without Lessor's prior wri11en consent, which shall not be unreasonably withheld. Lessee 
may not pool any of the above described land for an oil well , unless Lessee includes at least one 
half of the leased premises within the pooled unit; however, pooling for oi l shall be allowed if 
pooling is to include lands in the SE/2 o f Sec tion 36, Block 2, H&GN RR. Co. Survey, Reeves 
County. Texas. Under no circumstance shall pooling for oil exceed 320 acres. And under no 
circumstances will less than one half o f the leased premises be included in any pooled unit. 
Gas: In the event Lessee elects to pool or unitize the above described land with other land or 
leases for the production of gas and related hydrocarbons from a verti cal well, then any gas unit 
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the 
above described land with other land or leases for the production of gas and related hydrocarbons 
from a horizontal well , then any gas unit or units so formed may not exceed 320 acres. 
6. Restrictions on Gas Pooling: 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board. 
W hen T he Unit Well Is O n Other Lands: 
Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing 
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with 
other lands or leases so as to form a gas pooled unit or units and the unit well is not situated on 
the leased premises, then in such event, not less than one-half o f any such gas pooled unit shall 
be comprised of the leased premises; provided, however, should an insufficient amount of the 
leased premises be available to fulfill this requirement, then in such event, all of the then 
remaining acreage out of the leased premises not previously allocated to a well or wells shall be 
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably 
withheld. 
W hen T he Un it Well Is On T he Leased Premises: 
Furthcm10re, unless otherwise agreed to in wnting, in the event a portion or portions of the 
leased premises are pooled or unitized with other lands or leases so as to form a gas pooled unit 
or uni ts and the unit well is situated on the leased premises, then in such event, Lessee shall 
include all of the herein leased premises or all of the then remaining available acreage out of the 
leased premises not previously allocated to a well or wells, whichever the case may be, into said 
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld. 
7. Dep th C la use. "Notwithstand ing anything to the contrary contained herein one (I) year after 
the expi ration of the primary term or after all continuous development operations have ceased, 
after the primary term, whichever is the later, shall release all depths I 00 feet below the deepest 
producing strata in the well or wells located within the individual Retained Tract." 

-
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8. Indemnity. "Lessee assumes all risk and liability of any kind and nature incident to, 
occasioned by or resulting in any manner from Lessee's operations hereunder, except that 
occasioned by Lessor's own gross negligence. Lessee agrees to keep said land duly and fu lly 
protected against liens of every character arising in connection with, or resulting from , said 
operations, and agrees to indemnify and hold Lessor, and its respective representatives, 
successors and assigns, harmless from and against any and all liens, demands. costs, expenses, 
attorney's fees, penalties, fines, remedial costs, restorations costs, judgments, sui ts and claims of 
any kind for damages occasioned by, or on account of, Lessee's (including Lessee's servants, 
agents, invitees, employees or independent contractors) operations, and against all claims for 
property damage, personal injury or death sustained by any person or persons whomsoever, 
natural or corporate, in connection with, or resulting from Lessee's operation hereunder, and 
whether or not involving active or passive negligence on the part of Lessee or its agents, 
contractors or employees. 
This lease. and all of the rights of Lessee hereunder. is made subject to all federal , state and local 
laws. rules. orders and regulations pertaining in any way to protection of air, water, earth, 
en,·ironmcntally sensitive or threatened plant or animal life or any other part of the ecological 
system. Lessee at its cost shall comply with all such laws, rules, and regulations (herein ca lled 
the "Environmental Laws"). Lessee shall defend, indemni fy and hold Lessor harmless from any 
and all liability. losses, claims notices, suits, damages, remedial work and causes arising from or 
connected with (i) any fa ilure to comply with any Environmental Law, and/or (ii) the physical 
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due 
to the actions or inactions o f the Lessee, its employees, representatives, agents or assigns. The 
amounts covered by Lessee's indemnification of Lessor contained in the Preceding sentence 
shall include attorneys' fees and court costs. AND THE INDEM IFICATIO SHALL APPLY 
REGARDLESS OF WHETHER LESSEE WAS NEGLIGENT, IN WHOLE OR IN PART. 
It is further speci fi cally provided that in the event it becomes necessary for Lessor to employ an 
attorney or attorneys to enforce any of Lessee's obligations hereunder and Lessor is successful in 
any court action to enforce the same, Lessee agrees to pay all reasonable attorney's fees and 
court costs incurred by Lessor in connection herewith. 
9. Production In-Kind. "Lessor may, at his option and sole ri sk, cost and expense, upon not 
less than 60 days notice to Lessee, require at any time or rrom time to time that payment of all or 
any royalties accruing to the Lessor under this Lease be made in kind. Except during such 
periods as Lessor may be receiving the same in kind, Lessee shall always be obl igated to market 
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be 
obligated to reasonabl)· market gas produced from the Leased Premises and to prevent the 
drainage of gas thererrom. Without the prior written consent of Lessor, Lessee may not pay any 
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements 
with a term greater than one year." 
I 0. Information. "Upon written request, lessee shall provide lessor with copies of any title 
opinions, abstracts, or Iandman's runsheets that are obtained by lessee. Lessee shall inform 
lessor, in writing, of any litigation or liens that will affect the lease." 
11. Shut In Royalty Limitation. "Notwithstanding anything to the contrary herein, it is 
understood and agreed that this lease may not be maintained in force for any one continuous 
period of time longer than two (2) consecutive years after the expiration of the primary term 
hereof solely by the provisions of the shut-in royalty clause." 
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OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this~ day of ,..Ja..,n"'ua...,_rv.__ _ ____ ,201.L_ • between the State of Texas, actlng 

of 4325 Thomas Par1s Beaumont TX. 77706 

(Give Permanent Addr<1$S) 

said agent herein referred to as the owner of the soil (>Mlether one or more), and ~oEunern,.,.en!.!...!.:R,.eso"""u"'rce"""s._Co""'ro""'-. - ------ ----- - --

of 3300 North "A " Street Building 4 Suote 100 Midlan(j TX 79705 

(Give Permanent Address) 

hereinafter called Lessee. 

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

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

SEE EXHIBIT "A" ATTACHED HERETO AND MADE APRT HEREOF 

containing :.~.3..c18.,.o~.3,0 _____ acres, more or less. The bonus consideration paid for this lease Is as follows: 

To the State of Texas: Thirteen Thousand Fjve Hun(jred Tweotv-Seven --an(j- -75/lOO's--­

Dollars ($13.527 75 

To the owner of the soli: Thirteen Thousan(j Five Hundred Twenty-Seven --an(j-75/lOO's- --­

Dollars ($13 527.75 

Total bonus consideration: Twenty-Seven Thousan(j Atty·F!ye 

Dollars ($27 055.50 

an(j 50/100's 

The total bonus conslderatlon paid represents a bonus of One Thousand fjye Hun(jred and NQ/1 PO's 

- --- - ------------ Dollars ($1 500.00 ) per acre. on 18 037 net acres. 

2. TERM. Subject to the other provisions in this lease. this lease shall be for a term of three 13) 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 or the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 
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3. DELAY RENTALS. If no well Is commenced on lhe leased premises on or before one (1) year from this dale, lhls lease shalllermlnale. 

unless on or before sudl annoversary dale Lessee shall pay or lende< to the owner of the soil or to his aedotln the------------­

--------,...,-,-,--,--,---,---,.-~ Bank, at • 
or ots successors (..nlch shan continue as the depository regardless of changes on the ownershop of said land), the amount specified below; in addobon, 
Lessee shall pay or lender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN, TEXAS. a hke sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the prlvolege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: Two Thousand Seveo Hundred Five --an<!--5511~ 

Dollars ($2 705.55 ) 

To the State of Texas Two TtJousand Seven HU!!dred F'ove --an<!--55/1~ 

Dollars ($2 705.55 ) 

Total Delay Rental: Flye Thousand Four Hundred Eleven an<! 10/100's 

Dollars ($,.5.:.4_._1....,1 _._10,_ ______ _, 

In a hke manner and upon loke payments or tenders annually, the commencement of a well may be further deferred for successive penods of one ( 1) 
year each during the pnmary term. All payments or tenders of rental to the owner of the sod may be made by check or Sight draft of Lessee, or any 
assognee of this lease. and may be delivered on or before the rental payong date If the bank designated in thos paragraph (or its successor bank) should 
cease to exost. 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 on default for failure to make such payments or tenders ol rental until thorty (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 (112) of the royalty 
provoded for on this lease to the Commissioner of the General Land Offoce of the State of Texas. at Auston. Texas. and one-half (112) of such royalty to the 
owner of the sool. 

(A) OIL. Royalty payable on oil, ..nlch is defined as including all hydrocarbons produced in a loquld form at the mouth of the well and also as 
all condensate. distillate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment as hereinafter provoded, 
shall be 114 part of the gross production or the marllet value thereof. at the option of the owner of the sool or the Commissioner of the General 
Land Office. such value to be determined by 1) the highest posted price, pius premium, If any, offered or paid for oil, condensale, 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 mari<et price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof. whichever Is the greater. Lessee agrees that before 
any gas produced from the leased premises Is sold. used or processed on a plant, it will be ruo free of cost to the royalty owners through an adequate oil 
and gas separator of convenbonal type, or other equopment at least as effioent. so that ailhquld hydrocarbonS recoverable from the gas by such means 
woll be recovered. The requirement that sudl gas be run through a separator or other equipment may be waoved. in wnung, by the royalty owners upon 
such terms and condotoons as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (Including Hared gas). whicll Is defined as ail 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 extractoon of gasoline. liquid hydrocarbons or other products) shall be 1/4 part of the gross production or the marllet value thereof, at the 
option of the owner of the soil or the Commissioner of the G-ral Land Office. such value to be based on the h•ghest marllet price paid or offered for 
gas of comparable qualoty In the general area where produced and when run. or the gross pnce paid or offered to the producer. whochever is the greater: 
provided that the maxomum pressure base in measunng the gas under this lease shall nol at any ume exceed 14.65 pounds per square onch absolute. 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, COtTecuon to be made for pressure acrording to Boyte's Law. and for speofic 
gravoty accordong 10 tests made by the Balance Method or by lhe most approved method of leslong being used by lhe Industry at the bme of tesbng. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liou•d 
hyCrocarbons shall be 1/4 part of the residue gas and the hquod hydrocarbons extracted or the mar1<e1 value thereof. at the opbon of the owner 
o• the sool or the Cornmissoone< of the General Land Office All royalloes due hereon shall be based on one hundred percent (100%) of the total plant 
productJOO of resodue gas altributable 10 gas produced from this lease. and on fifty percent (50°4~ or that percent accrvong to Lessee. wtoocheve< Is the 
greater, of lhe total plant productton of hquid hydrocarbons attnbutabfe to the gas produced from this lease, provoded that If liquid hydrocarbons are 
recovered from gas processed In a plant on which Lessee (or Its parent, subsidiary or affiliate) owns an ln18fest. then the percentage appiocable to loquid 
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 indusl!y). whichever Is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest marllet 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quahty In the general area. or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling pnce for the respective grades o f liquid hydrocarbons). whichever is the greater. In no event, however. shall 
the royalties payable under this paragraph be less than the royalties whoch 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 fractionahng, burning or any other processing shall be 1/4 part of 
the gross production of such products, or the marllet value thereof. at the option of the owner of the soli or the Commissioner of the General Land Office. 
such marllel value to be determined as follows: 1) on the basis of the highest marllet price of each product for the same monlh In which such product is 
produced. or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced: whichever Is the 
greater. 

s. MINIMUM ROYALTY. During any year after the exptrauon of the pnmary term of lhos lease. if this lease is maintained by producbon. the 
royalties paid und8f tihls lease In no event shall be less than an amount equal to the total annual delay rental herein provided: otherwtse. there shall be 
due and payable on or before the last day of the monlh succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1.00) per acre. 
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6. ROYALTY IN KIND. Not'Mthslandong any other provosoon in thos lease. at any ume or from bme to time, the owner of the soil or the 
Commossooner of the General Land Office may, at the option of e~ther, upon not less than Sixty (60) days nobce to the holder of the lease, requore that the 
payment of any royalbes accruong to such royalty owner under this lease be made in kond The owner of the sod's or the Commossioner of the General 
Land Office's nghl to take its royalty on kind shall not dominosh or negate the owner of the soil's or the CommissiOner of the General Land OffiCe's nghts 
or Lessee's obllgabons, v.tlether express or omploed, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalbes accruing under this lease (includong those paid on kond) shaU be Without deductiOn for 
the cost of produang. gathenng. stonng, separabng, treabng. dehydrabng, compressing, processing, transporting, and otherWise makong the oil. gas and 
other prOducts hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, lndudong any reimbursements 
tor severance laxes and prOduction related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent thos lease's proportionate share of any fuel 
used to process gas prOduced hereunder In any processing plant. Not'Mthstanding any other provoslon of this lease. and subject to the wntten consent of 
the owner of the soil and the Commissioner of the General Land Office. Lessee may recyde gas for gas lift purposes on the leased premises or for 
inJection on to any ool or gas producing formatiOn underlying the leased premises after the liquid hydrocarbons conlained In the gas have been removed: 
no royatbes shall be payable on the recyded gas unbl It Is produced and sold or used by Lessee In a manner Whoch enbUes the royalty owners to a 
royalty under thos lease • 

9. ROYALTY PAYMENTS AND REPORTS. All royalbes not laken in kind shall be paid to the Commlssooner of the General Land Office at 
Ausbn, Texas. In the following manner 

Payment of royalty on production of ool and gas shall be as provoded on the rules set fonh on the Texas Regoster Rules cunenUy proVIde that royalty on ool 
os due and must be receoved on the General Land Office on or before lhe 5th day of the second month succeedong the month of prOductoon. and royalty 
on gas os due and must be receoved on the General Land Office on or before the 15th day of the second month succeedong tne mon111 of prOducoon . 
accompanoed by the affidavot of the owner, manager or other authonzed agent, completed In the form and manner prescnbed by the General Land Office 
and shoWing the gross amount and dosposotion of all oil and gas prOduced and the marl<et value of the ool and gas. together With a copy of all documents 
records or reports confirming the gross production, disposobon and marl<et value oncludong gas meter readings. popelone receopts, gas lone receipts and 
other checks or memoranda of amount prOduced and put Into pipehnes. tanks. or pools and gas lines or gas storage. and any other reports or records 
Which the General Land Office may require to verify the gross production. disposition and mar1<et value. In all cases the authority of a manager or agent 
to act lor the Lessee herein must be filed on the General Land OffiCe. Each royalty payment shall be accompanied by a check stub, schedule. summary 
or other remonance advice shoWing by the assogned General Land OffiCe lease number the amount of royalty betng paod on each lease If Lessee pays 
his royalty on or before thorty (30) days after the royalty payment was due. then Lessee owes a penalty of 5°/o on the royalty or $25.00. v.tvchever is 
greater. A royalty payment Which Is over lh<rty (30) days late shall accrue a penalty of 10% of the royalty due or S25.00 Whochever is greater. In addobOn 
to a penalty, royalbes shall accrue Interest at a rate of 12% per year. such interest Will begin to accrue When the royalty Is sixty (60) days overdue. 
Affidavots and supporting documents Whoch are not filed When due shall incur a penalty on an amount set by the General Land Office admonistrabve rule 
v.tlich os effecbve on the date v.nen the affodavots or supporting documents were due. The Lessee shall bear aH responsobohty for pa}llng or causing 
royaltoes to be paod as prescnbed by the due date provoded herein. Payment of the delonquency penalty shall in no way operate to prohobot the Slate's 
nght of forfeoture as provided by law nor act to postpone the date on whoch royalties were origonally due. The above penalty provosoons shall not apply In 
cases of uue dispute as to the State's portion of the royalty or to that portion of the royalty In dispute as to fair mart<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumish the CommisSIOner of the General Land Office 
wnh Its best possoble esbmate of oil and gas reserves undertyong thos lease or allocable to this lease and shall fumlsh said Commissooner 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 
en1enng int.o 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 otht!fWise authonzed by Lessee. All other contracts and records pertailllng to the production, 
transportabOn, sale and mart<ebng of the oil and gas prOduced on said premoses, ondudong the books and accoun ts. receopts and diSCharges of all wells, 
lanks. pools, meters. and P<pelones shall at all tomes be subject to InspectiOn and examonatoon by the Commossooner of the General Land Office, the 
Attomey General, the Govem01. or the represenlabve of any of them 

(B) PERMITS, DRILLING RECORDS. Written notice of all operatoons on thos lease shall be submolled to the Commossloner of the General 
Land Office by Lessee or operator frve (5) days before spud date, worl<over. re-entJy. temporary abandonment or plug and abandonment of any well or 
wells Such wnllen notoce to the General Land Office shall lndude copies of Raolroad Commission forms for apphcauon to dnll Copies of well 1ests 
completion reports and plugging reports shall be supplied to the General Land Office at lhe time they are filed I'Ath the Texas Railroad Commossoon All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submined to the Texas 
Railroad Commossion or any other govemmonlal agency shall include tho word "State• In the lode AdditiOnally. In aocordance With Raolroad Commossoon 
rules. any sognage on the leased premises for the purpose of idenbfyong wells. lank baneries or other associated Improvements to the land must also 
Include the v.ord "State." Lessee shall supply the General Land Office With any records. memoranda. accounts. reportS, cutbngs and cores. or other 
lnformatoon relative to the operation of the above-<lescnbed premises. v.tllch may be requested by the General Land Office, In addouon to those herein 
expressly proVIded for. Lessee shall have an electrical and/or radloactovoty survey made on the bore-hole sectoon. from the base of the surface cas.ng to 
the total depth of well, of all wells dnlled on the above descnbed premoses and shall transmit a true copy of the log of each survey on each well to the 
General Land Office Wlth<n fifteen (15) days after the making of saod survey. 

(C) PENAl TIES. Lessee shall incur a penalty Whenever reports, documents or other matenals are not filed In the General Land Office When 
due The penalty lor late filing shall be set by the General Land Office admonistrabve rule v.tlich is effecbve on the dale When the materials were due In 
the General Land Office 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the pnmary term hereof and pnor to doscovery and 
production of oil or gas on said land, Lessee should dnll 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 shalf not terminate if on or 
before the explrabon of Slxty (60) days from date of completiOn of said dry hole or cessation of production Lessee commences additional drillong or 
reworkong operabons thereon, or pays or tenders the next annual delay rental in the same manner as provided In this lease. If. dunng the last year of the 
pnmary term or Wlthon soxty (60) days pnor thereto, a dry hole be completed and abandoned. or the production of oil or gas should cease for any cause. 
Lessee's nghts shall remain In full force and effect Without further operations until the expiration of the primary term: and If Lessee has not resumed 
produebOn on paYing quanbbes at the expiratiOn of the pnmary term. Lessee may maonlain this lease by conduellng addotionaJ dnllong or reworkong 
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operations pursuant to Paragraph 13. using the exporabOn of the pnmary tenn as the date of cessation of produdoon undef Paragraph 13. Should the Rrst 
well or any subsequent well dnlled on the above descnbed land be completed as a shuHn oil or gas well Within the primary term hefeof. Lessee may 
resume payment of the annual rental In the same mannef as provided hefein on or before the rental paying date following the expiration of siXly (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment. this tease shall ipso facto tenninate. 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. DRILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the expiration of the pnmary tefm, nellhef oil nor gas Is being 
produced on saod land. but Lessee is then engaged In dnlling or reworking operations thereon. this lease Shall remain in Ioree so long as operabOns on 
said well or lor dnlling or reworking of any additional wells are prosecuted in good faoth and In workmanlike mannef Without lntemJptions totaling more 
than siXly (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 os produced 
on paying quanbbes 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, DRILUNG, AND REWORKING. If. alief the expiration of the primary ll!fm. production of oil or gas from the heased 
premises. alief once obtained. should cease from any cause. this lease shall not tenninale ff Lessee commences additional drilling or reworkong 
operations within siX1y (60) days after such cessation. and thos tease shall remain in full Ioree and effect tor so long as such operations continue In good 
faoth and In workmanlike mannef Without lntemJptions totaling more than siXly (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 ott 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 siX1y (60) days alief the completion of the well as a dry hole. and this lease shall remaon In effect so long as Lessee conbnues dnlling or 
reworkong operations In good faith and In a workmanlike mannef without Interruptions totaling more than sixty (60) days. Lessee Shall gove written notice 
to the General Land Office Within thirty (30) days or any cessabOn of production 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph. -wen· means any well that has been assigned a well numbef by the state agency 
having jurisdiction ovef the production of ool and gas. If, at any time alief the expiration of the primary term of a lease that. until being shut ln. was being 
maontaoned in force and effect. a well capable of producing oil or gas In payong quantities is located on the leased premises. but oil or gas is not bejng 
produced for lack of suitable production ladtoties or lack of a suitable market. then Lessee may pay as a shut-in ool 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: (1 ) the expiration of the primary term. (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased prefnlses. or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions: whichever dale Is latest. Such payment shall be made one-half (1/2) to the Commissioner or the General Land Office and one­
half (112) to the ownef of the soil. If the shut-In oil or gas royally Is paid, the lease shall be considered to be a produdng lease and the payment shall 
el<lend the le<m of the lease for a period of one year from the end of the pnmary tl!fm. or from the first day of the month following the month In which 
produebon ceased. and. aftef thal of no SUitable producbon laolities or suotable market for the oil or gas eXIsts. Lessee may el<lend the lease for four 
more success1ve peOods of one (1) year by pa)'lng the same amount each year on or before the exporabon 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. ool or gas Is 
sold and delivered In paying quantities from a well located within one thousand (1 ,000) feel of the leased premises and completed In the same produdng 
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 !he royalty has been paid. The Lessee may maintain the lease for tour more 
successive years by Lessee payong compensalory royalty at the royalty rate provided In the lease or the market value of production from the well causing 
the drainage or which is completed In the same producing resefVoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royally Is to be paid monthly, one-half (1/2) lo the Commissioner of the General Land Office and one-half (112) lo the owner of the soil. beginning on or 
before the last day or the month following the month In which the oil or gas is produced from the well causing the drainage or that is completed In the 
same producing reservoir and located Within one thousand (1 .000) feet of the leased premises. If the compensatory royalty paid In any 12-month period 
is an amount less than the annual shut-In oil or gas royalty. Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month penod Compensatory royalty payments v.nlch are not timely paid will accrue penalty and intefest in accordance With Paragraph 9 of lhos 
lease. None of these proVISIOnS Will reloeve Lessee of the oblogatJon or reasonable development nor the oblogalion to dnll offset wells as proVIded on 
Texas NaiUral Resou<ces Code 52 173, however. at the detefmonalion of the Commlssoonef. and IMih lhe CommossoOner s wnnen approval. the payment 
o' comoe'lsatory royal~es can sabsfy the obllganon to dnll offsel wells 

16. RETAINED ACREAGE. Notwlthstandong any provision of this lease to the contrary. after a well produdng or capable of produCing oil or 
gas has been completed on the leased premises. Lessee shall exerdse the diligence or a reasonably prudent operator on 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 artef the expiration date of the primary or el<lended term It shall then 
terminate as to all of the teased premises. EXCEPT (1) 40 acres surrounding each oil well capable of produdng in payong quantities and 320 acres 
surrounding each gas well capable of produdng In paying quantities (Including a shut-in oil or gas well as provided In Paragraph 14 hefeof). or a well 
upon which Lessee is then engaged in continuous dnlllng or reworking operations. or (2) the number of acres Included In a produdng pooled unit 
pursuant to Texas Natural Resources Code 52 151·52 154. or (3) such greater or 185Sef nurnbef of acres as may then be allocated for production 
purposes to a prorabOn unit for each such produdng well undef the rules and regulations of the Railroad Commissoon of Texas. or any successor 
agency. or other governmental aulhonty haVIng junsdiction. If at any time aftef the efi8Cbve date of the par1ial terminabOn provisions hefeof. the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thefeaftef allocated to said well or wells for 
production purposes. this lease shall thereupon tl!fmlnate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination or this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of Ingress 
to and egress from the lands still subject to this lease for all purposes described In Paragraph 1 hereof. together wi th easements and rights-of-way for 
existing roads. existing pipelines and other existing faclhlles on. over and across all the lands described In Paragraph 1 hereof ("the retained lands"). for 
access to and from the retained lands and lor the gathenng or transportation of oil. gas and Othef minerals produced from the retained lands. 
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(B) HORIZONTAL. In the evenllhis lease is 1n force and effect twO (2) years after the expiration date of the primary or extended term it shall 
further tennlnate as to all depths below 100 feel below the total depth drilled (hereinafter "deeper depths") in eaCh well located on acreage retained in 
Paragraph 15 (A) above. unless on or before twO (2) years after the primary or extended tenn Lessee pays an amount equal to one-half (1/2) of the 
bonus ong1nally pa1d as cons1deraoon tor lhls lease (as specified on page 1 hereof). If suCh amount is paid. thiS lease shall be in force and effect as to 
suCh deeper depths, and said tennlnation shall be delayed for an addiUonal penod of twO (2) years and so long thereafter as oil or gas IS produced In 
paying quantities from suCh deeper depths covered by lhis lease. 

(C) IDENTIFICATION AND FILING. The surface acreage re tained hereunder as to eaCh well shall. as nearty as practical. be in the fonn of a 
square Wllh the well located in lhe center !hereof. or suCh other shape as may be approved by the Commissioner of the General land Office. W11hin 
thirty (30) days after partial tenninabon of thiS tease as prov1ded herein, Lessee shall execute and record a release or releases contain~ng a saosfactory 
legal descnplJOn of the acreage and/or deplhs not retained hereunder. The recorded release. or a certi fied copy of same, shall be filed in lhe General 
Land Office. accompanied by lhe filing fee prescribed by lhe 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 alter 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 lhe offidal records of the General Land Office and suCh 
des1gnation 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 rel1eve Lessee of h1s obligaoon 
to protect the oil and gas under the above-described land from being dra1ned. Lessee. sublessee, rece1ver or other agent In control of the leased 
prem1ses 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 
011 and gas from the leased premises. In addloon. If oil and/or gas Should be produced in commercial quantioes wilhm 1,000 feet of the leased prem1ses . 
or 1n any case where the leased prem1ses is being drained by production of oil or gas. lhe Lessee. sublessee. rece1ver or other agent 1n control of tne 
leased prem1ses shall in good fa ith beg1n the dolling of a well or wells upon the leased prem1ses Wi thin 100 days after the dralf11ng v.elt or v.ells or tne 
well or wells completed Within 1.000 feet of the leased prem1ses start produCing 10 cornmeroal quanooes and shall prosecute suCh dolling Willi Clli>gence. 
Fa1lure to sat1sfy the statutory offset obligatiOn may subJect thiS lease and the owner of the so11's agency nghts to forfe1ture. Only upon the detenn1naoon 
of the Commlss1oner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to dnll an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, alter a good fa1th effort. Lessee 1s prevented from complying With any express or 1m plied covenant of thts lease. 
from conducong dolling operations on the leased premises. or from produong oil or gas from lhe leased premises by reason of war. rebellion. nots. 
stnkes. acts of God, or any valid order. rule or regulation of government authority, lhen 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 reworl<ing operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend lhe payment of delay rentals in order to maintain th1s lease in effect dunng lhe primary tenn 
In the absence of suCh dnlling or reworl<ing operaoons or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soli warrants and agrees to defend otle to the leased premises. If the owner of the soil defaults 
in payments owed on lhe leased premises. lhen Lessee may redeem lhe righ ts of lhe owner of the soli in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of lhese payments from the rental and royaloes due the owner of the so~ . 

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 here1n 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 representaove must submit to the Commissioner of the 
General Land Office a written statement whiCh explains the discrepancy between the interest purpor1edly leased under this lease and the actual interest 
owned by the owner of the soil. The CommiSSIOner of the General Land Office shall be pa1d 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, 10 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 
lhan the value of one-sixteenth (1/16) of suCh gross producoon. 

(B ) REDUCTION OF PAYMENTS. If, dunng the pnmary tenn, a portion of the land covered by thls lease 1s Included Within the boundanes 
of a pooled umt that has been approved by the SChool land Board and the owner of the soli in accordance with Natural Resources Code Secoons 
52.151-52.154, or If. at any time aher the explrat1on of the pnmary term or the extended term. this lease covers a lesser number of acres than the total 
amount described here1n. 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 detenn1ned 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 tenn. the number of acres 
actually retained and covered by th1s 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 o f the soi l; provided, however. Lessee shall not use potable water or water suitable for livestock or lrrigaoon purposes 
for waterflood operations without the prior consent of the owner of the soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli for damages caused by 1ts operations to all personal property. 
Improvements, livestock and crops on satd land. 

23. PIPEUNE 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 prem1ses Without 
the wntten consent of the owner of the so11. 
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2S. POLLliTlON. 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 ooaslal wellands. natural wate~Ways. 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 dosposalto 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall buold and 
maintain fences around its slush. sump. and drainage pits and lank balleries so as to protect livestock against loss. damage or Injury: and upon 
completion or abandonment of any well or wells. Lessee shall fill and level all slush pits and cellars and completely dean up the drilling site of all rubbish 
thereon. Lessee shall. while condUC1Jng operations on the leased premoses. keep said premises free of all rubbish, cans. bottles. paper cups or garibage. 
and upon completion of operations shall restore the surface of the land to as near its ongonal condobon and contours as os practicable Tanks and 
equipment Will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations In this paragraph. Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises. induding the right to draw and remove casing. within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the son grants Lessee an extensoon of thos 121klay penod. However. Lessee may not remove casing from 
any well capable of producing oil and gas In paying quanutles Addolionally. Lessee may not draw and remove casing unul after thirty (30) days wnlten 
notice to the Commissioner of the General Land Offoce 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) ASSIGNMENTS. Under the conditions contained In this paragraph and Paragraph 29 of this tease, the rights and estates of either 
party to this lease may be assigned, In whole or In part, and the provisions of this lease shall extend to and be binding upon their heirs. devisees. legal 
representatives. successors and assigns. However, a change or diVIsion In ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee. Impair the effectoveness of any payment made by Lessee or impair the effecuveness 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 unUithirty (30) days 
after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory Wlrillen evlderoce of the change 
on ownership, lndudong the original recorded munlments of title (or a cer1ified 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 entirely as to only part of the acreage. the right and option to pay rentals shall be apportioned 
as between the several owners ratably. aCC04'dong 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 bmely paid or tendered: however, If the assignor or assignee does not file a certified 
copy of such assogrvnenlon the General Land Office before the next rental paYing dale. the entire lease shall terminate for faolure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all nghts and be subject to all obligations. liabihlies. and penalties owed to the State by the 
onginallessee or any prior assignee of the lease. lnduding any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwlthstandong any provision on Paragraph 27(a), If the owner of the soil acquires this lease In v.ilole or in 
part by asstgnment without the pnor Wlrilten approval of the Commissioner of the General Land Office. this lease is VOid as of the tome of assignment and 
the agency power of the owner may be forfeited by the Commossioner. An assignment will be treated as if it were made to the owner of the soil if the 
assignee Is: 

(1) a nominee of the owner of the soil: 
(2) a corporation or subsidiary In which the owner of the soil is a prindpal stockholder or Is an employee of such a corporatoon or subsldoary: 
(3) a partnership in which the owner of the soil is a partner or Is an employee of Such a partnership; 
(4) a principal stockholder or employee of the corporation which Is the owner of the soil: 
(5) a partner or employee in a partnership which Is the owner of the soil: 
(6) a fiduciary for the owner of the soil: lndudong 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 rela ted to the owner of the soil by marriage. blood, or adoption. 

28. RELE.ASES. 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 obhgaUons as to acreage surrendered. If any part of this lease Is properly surrendered, the 
delay rental due under thos lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
Immediately pnor to such surrender: however, such release Will not relieve Lessee of any liabilities whoch may have accrued under thos lease pnor to the 
surrender ol such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released such assrgnment or release must be 
recorded In the county where the land os sotuated. and the recorded instrument. or a copy of the recorded Instrument cenofied by the County Cieri< of the 
county on which the onstrunent Is recorded. must be filed on the General Land Office Wlthon 90 days of the last executiOn date accompanoed by the 
prescnbed r.tong fee. If any such assignment os not so filed. the nghls acquored under this lease shall be subject to forfeoture at the opbon of the 
Commossooner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been lnduded In this Instrument. 
lnciuding the statement of the true consideration to be paid for the execution of thos 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 lnvahd 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's Interest in 
the leased premises. When the Interests of the owner of the soil conflict With those of the State, the owner of the soil Is obligated to put the State's 
Interests before his personal interests. 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum within thirty days after II becomes due , or If Lessee or an 
authorized agent should knowingly make any false retum or false report concerning production or drilling, or If Lessee shall fall or refuse to drill any 
offset well or wells In good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or if Lessee 
shOuld fall to file reports in the manner required by law or fall to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board. or the Railroad Commission, or if Lessee shOuld refuse the proper authOrity access to the records pertaining to operations, or If Lessee or 
an authorized agent shOuld knowingly fall or refuse to give correct Information to the proper authority. or knowingly fail or refuse to fumlsh the General 
Land Office a correct log of any well , or if Lessee shall knowingly violate any of the material provisions of this tease, or If this lease Is assigned and the 
assignment is not filed in the General Land Office as required by law. the rights acquired under this lease shall be subJect to forfeoture by the 
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Comrnossooner. and he shall lorfert same when sufficoenUy Informed of the facts whiCh authonze a forfeoture, and when forferted lhe area shall agarn be 
subject to lease under lhe terms of lhe Rehnquostvnent Act However, nothong hereon shall be construed as waiVIng the automatiC termonatoon of lhos 
lease by operaoon of law or by reason of any specoal hmltabon ansong hereunder. Forfeitures may be set asode and this lease and an nghts thereounder 
reonstated before the righ ts or another rntervene upon satisfactory evidence to the Commissioner of lhe General Land Office of future compliance woth 
the provosoons of the law and of this lease and lhe rules and regulations lhat may be adopted relabve hereto. 

33. LIEN. In accordance woth Texas Natural Resources Code 52.136, lhe State shall have a first hen upon all 011 and gas produced from lhe 
area covered by lhls lease to secure payment of an unpaid royalty and other sums of money lhat may become due under thrs tease. By acoceptance of 
this lease. Lessee grants the State. in addrbon to the hen provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual hen on and secunty Interest in all leased minerals on and extracted from the leased premises. all proceeds whiCh may accrue to 
Lessee from the sale of suCh leased mrnerals. whelher suCh proceeds are held by Lessee or by a third party. and all fixtures on and improvements 10 the 
leased premrses used on connectoon woth the produCtion or processong of suCh leased monerats on order to secure the payment of all royaltres 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 condrtion of this lease, whether express or om plied. This hen and security interest may be foreclosed woth or wothout coun proceedings in 
the manner provided In the Title 1, Chap 9 of the Texas Busrness afld Commerce Code. Lessee agrees lhat the Commrssioner may require Lessee to 
execute and record suCh onstrurnents as may be reasonably neocessary to acl<nowtedge. attaCh or perfect this lien Lessee hereby represents lhat there 
are no pnor or supenor hens ansrng from and relabng to Lessee's aCbvrtles upon the above-<lescnbed property or from lessee's acqursrtoon of lhos lease 
Should the Commossloner at any tome determone that this representatoon Is not true. then the Commlssroner may declare lhrs tease forfeited as provrded 
hereon 

34. POOLING. lessee os hereby granted the nght to pool or unlbze the royalty rnterest o f the owner of the sort under thrs tease wotn any other 
leasehold or moneralrnterest lor the exploratron, development and producuon of oil or gas or eother of them upon the same terms as shaU be approveo 
by the Sehooi land Board and the Commossroner of the General land Office for the poolrng or urubzlng of tne 1nterest of tne Stale unaer tn<S lease 
pursuant to T e><as Natural Resources Code 52 151·52 154 The owner of the sorl agrees that the ondusoon of th1s provrs1on on lhos lease sansfies tne 
execuuon requorements stated 1n Texas Natural Resources Code 52.152 

35. INDEMNITY. Lessee hereby releases and disCharges the State of Te><as and the owner of the so1l, theor officers. employees, partners. 
agents. contractors. subcontractors, guests. lnv1tees. and therr respectrve successors and assigns. of and from all and any actions and causes of acuon 
of every nature, or other harm. lnduding envoronrnental harm. for whiCh recovery of damages Is sought, lndud1ng, but not limited to, all losses and 
expenses wth1Ch are caused by the activrbos of lessee. rts officers, employees, and agents ansong out of, Incidental to, 01 resulbng from, the operatrons 
of or for Lessee on the teased premoses hereunder. or lhat may anse out of or be occasioned by Lessee's breaCh of any of the terms 01 provosrons of thrs 
Agreemenr. or by any other negligent or stnCIIy liable act or omrSSIOn of lessee. Funher. lessee hereby agrees to be lrable for, exonerate, rndernnrfy, 
defend and hold harmless the State of Texas and the owner of the soil. their officers, employees and agents, their successors or assogns. agaonst any 
and all daims. liabilities, losses, damages. actions. personal injury (indudrng death), costs and expenses, or other harm for wthleh recovery of damages 
1S sought. under any theory lndud1ng 1on, conlract, or Stncl habrtny. InCluding auorneys' fees and other legal expenses. rndudrng those related to 
envoronmental hazards, on the leased premrses or in any way related to Lessee's failure to comply woth any and all envoronmental taws: those ansong 
from or on any way related to Lessee's operabons or any other of Lessee's acbvrties on the leased premises; those arlsong from Lessee's use of the 
surface of the leased premises; and those lhat may anse out of or be occasroned by Lessee's breaCh of any of the terms or provrsrons of this Agreement 
or any other act or omission of Lessee. Its directors. officers. employees, panners, agents, contractors, subcontractors. guests. invi tees. and their 
respecbve successors and assigns. EaCh assrgnee of this Agreement, or an Interest therein. agrees to be hable lor, exonerate. indemnify. defend and 
hold harmless the State of Texas and the owner of the sorl. theor officers, employees, and agents on lhe same manner provided above in connection woth 
the aCbvrbes of Lessee, its officers. employees, and agents as descnbed above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, All OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAl HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamonaoon or 
pollution of any environmental medoum. indudrng soil, surface waters. groundwater, sediments, and surface or subsurface strata, ambient air or any 
other envoronmontal medium In, on, or under, the teased premoses, by any waste. pollulanL or contamrnanL Lessee shall not bnng or permit to remarn on 
the leased premises any asbestos contaoning malenals, explosoves. toldc matenats. or substances regulated as hazardous wastes. hazardous matenats. 
hazardous substances (as the term "Hazardous Substance· Is defined In the Comprehensive Environmental Response. Compensabon and Llabrhty Act 
(CERCLA). 42 U.S.C Sections 960t . et seq.), or toxoc substances under any federal . state. or local law or regula bon ('Hazardous Materrals"). except 
ordonary products commonly used on connection woth 011 and gas exploration and development operabons and stored in the usual manner and quanubes 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAJNST 
ANY CL.AJMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAJR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAJNING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR E.ARLIER TERMINATION, FOR AI{'( REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. Thrs lease rs rssued under the provisrons ol Texas Natural Resources Code 52.171 through 52 190, commonly 
known as lhe Rehnquostvnent Act, and other applrcable statutes and amendments thereto, and if any provrsron in lhos lease does not conform to these 
statutes. the statutes IMII prevail over any nonconforming lease provoslons. 

-



• ..... 
• • 

• 
• 
• ••• 

• •• • • •••• 

BOOK ~ 6 8 

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 dale 
of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code. this lease must be filed of record in the office of the 
County Clerk in any oounty in which all or any pan of the teased premises is located, and certified oopies thereof must be filed In the General Land 
Office. This tease Is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) Is filed in the 
General Land Office In accordance with Texas Natural Resources Code 52.1 83. 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 . 

STATE OF TEXAS (' ~ 
BY: ~ ~. 
lndlviduallr. and as a~nt for the State of Texas 

Date: D 2 · (J'1 .- L I 

STATE OF TEXAS 

BY= ----------~------~----------
Indlvidually and as agent for the State ofT exas 

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

STATE OF TEXAS 

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

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

STATE OF TEXAS 

BY: ~~--~--~~~~~~--------­
Indlvidually and as agent for the State ofT exas 

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

PAGE 
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(CORPORATION ACKNOWLEDGMENT) 

executed !he same for !he purposes and consideration !herein expressed, In !he capacity slated, and as !he act and deed of said corpora~on . 

Goven under my hand and seal of office lhoS !he~ day of ~Ju..J , 20ll_ 
(\ I ,....,..__ 

DEBBIE CAROl WAlKER 
MY COMt.IISSK)N EXPIRES 

OcaJOOr 21,2011 

STATE OF--------­

COUNTY OF--------

No ~ui G b Ok.o.JL 
Nolary Public In and lor ---r-....fl //(!} D 

(CORPORATION ACKNOWLEDGMENT) 

BEFORE. ME. !he undersogne<J aulhonry, on lhos day personally appeared ---------------------­

known to me to be the porson whose name Is subscnbed to the foregoing lnslnJmenlS as------------ - - - ----­

of------- --------------- ------------- - - and acknow1edged 10 me !hat he 

executed !he same for !he purposes and conSiderallon !hereon expressed, In !he capacity slated, and as !he ae1 and deed of said corpora bon 

Goven under my hand and seal of office lhos !he ___ day of---- -----· 20 _ _ . 

Notary Pubhc on and for---------- - --

STATE OF T t x_A S (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF J Cf ft;/2. SorJ 
BEFORE ME, !he undersogned aulhonty, on this day personally appeared {).) / t/ f tf.Jro , £.. rnt.C['$ 

known 10 me to be !he persons whose names are subscnbed to !he foregoong Instrument. and acknow1edged to me that !hey executed the same for the 

purposes and consideration !hereon expressed. 

Govan under my hand and seal of office !his the ...!lit:::!... day of ~\..~<~~..oMufl>t...l.:l!Mos.ltM(a!/-\---· 20_ll_ 

~'(Yft. iJ~. JOYCE MARIE GONSOULIN 
Notary Pubhc. State ol Texas 

My Comm•ss,on Exp1res 
Jonuory 19, 2013 

STATE OF ________ _ 

COUNTY OF ______ _ 

Notary Pubhc in and for _...!.I_-...!.I...J1c...-_.1..::3::.._ ______ _ 

(INDIVIDUAL ACKNOWLEDGMENT) 

BEFORE ME, the undersogned aulhonty. on lhos day personally appeared----- - --- - ----- - - -----

known to me 10 be the persons whose names are subscnbed to the foregoong onstrumeot. and acknow1edged to me !hal !hey executed !he same for !he 

purposes and consideratiOn thereon expressed. 

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

Nolary Pubhc on and lor-- - ----------
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EXHIBIT "A" 

Attached to and made a part of that certain Oil and Gas Lease dated January 5, 2011 , by and 

between the State of Texas, acting by and through its agent William E. Fouts, as Lessor and 
Energen Resources Corp., as Lessee . 

In the event of confl ict or inconsistency between the printed terms of this lease and these added 

terms of this lease, the added terms shall control and be deemed to supersede the printed terms of 

the lease . 

I. Delay Rentals. At the end of the first anniversary date of this lease, Lessee shall have the 
option to maintain this lease for an additional two (2) years by delivering delay rentals fo r the 
second year in the amount of$5,411 .1 0. One half ( 112) of the second year delay rental will be 
paid to the Lessor and one half ( 1/2) wi ll be paid to the State of Texas. Delay rental for the third 
year are included in the second year delay rental and if the second year is paid then no additional 
delay rentals are due under this lease. 
2. Marketing/Other Costs." Lessors' royalty on oil , gas and associated liquid or liquefiable 
hydrocarbons shall never bear, either directly or indirectly, any costs or expenses to treat, store, 
gaU1er, separate, dehydrate, compress, pipe, transport or truck the same or any other cost or 
expenses whatsoever, except any severance, excise, windfall or, other like and similar tax 
imposed thereon. To the extent that this lease is deemed to be a "market value at the well" form 
of lease, and the price on which Lessee pays royalties reflects any deductions for post-product ion 
costs and expenses, Lessee covenants and agrees in addition to royalties paid on a "market value 
at the well" basis, to pay Lessor an additional sum equal to the royalty share reserved in this 
lease of all such post-production costs and expenses, including costs of production, gathering, 
storing, separating, treating, dehydrating, compressing, processing, marketing, transporting and 
otherwise making the oil , gas and other products produced hereunder ready for sale or use." 
3. Royalty Payments Due. "All royalties that may become due hereunder shall commence to 
be paid on each well wi thin ninety (90) days after the first day of the month fo llowing the month 
during which any well is completed and commences product ion. Thereafter all royalt ies on oil 
shall be paid to Lessor on or before the last day of the month following the month of production. 
and all royalties on gas shall be paid to Lessor on or before the last day of the second month 
following the month of production. Royalties not paid when due shall bear interest payable to 
Lessor, their heirs or assigns, at U1e rate of2% above the prime rate as quoted by Chase Bank, 
New York Ci ty, New York or its successors, commencing at the rate as quoted on the date such 
payment was due, and fluctuating thereafter as such rate fluctuates. Interest charges shall 
commence on tile date payment is due and shall continue until payment is made in fu ll. In no 
event shall the interest rate be greater than the maximum allowed by law. If royalty is not paid by 
such due date, Lessor may give Lessee written notice (by certified mail, return receipt requested 
to the addresses specified in this lease) of nonpayment of royalty, and if Lessors' royalty is not 
paid on or before expiration of 30 days from Lessee's receipt of such notice. However, if Ulere is 
a bona fide dispute or a good fai tll question, based on an attorney's written title opinion of 
royalty entitl ement, Lessee may pay Lessors' royalty to a trustee to be invested in interest­
bearing accounts pending resolution oftlle entitlement issue. witll the interest to belong to the 
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rightful royalty owner." The contents contained herein paragraph number 3. shall apply only to 
the owner of the surface and under no circumstance affect the Sate ofTexas. 
4. Oil and Gas Only. "It is further agreed and understood that this lease covers oil and gas 
only (including, with all oil and gas, all constituent elements thereof and all other liquid or 
liquefiable hydrocarbons and products o f every kind and character derived therefrom and 
produced therewith), and all minerals other than oil and gas are excepted here-from and reserved 
to Lessor, including, but not limited to, coal, lignite and uranium." 
5. Pooling; 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board. 
Oil; Without Lessor's prior wrillen consent, which shall not be unreasonably withheld, Lessee 
may not pool any of the above described land for an oil well, unless Lessee includes at least one 
half of the leased premises within the pooled unit; however, pooling for oil shall be allowed if 
pooli ng is to include lands in the SE/2 of Section 36, Block 2, H&G ' RR. Co. Suney, Ree\ es 
Coumy, Texas. Under no circumstance shall pooling for oi l exceed 320 acres. And under no 
circumstances will less than one half of the leased premises be included in any pooled unit. 
Gas; In the event Lessee elects to pool or unitize the above described land with other land or 
leases for the production of gas and related hydrocarbons from a vertical well, then any gas unit 
or units so formed may not exceed 180 acres. In the event Lessee elects to pool or unitize the 
above described land with other land or leases for the production of gas and related hydrocarbons 
from a horizontal well, then any gas unit or units so formed may not exceed 320 acres. 
6. Res trictions on Gas Pooling; 
All pooling terms and provisions hereafter described are subject to approval by the School Land 
board. 
When The Unit Well Is On Other Lands; 
Notwithstanding anything herein contained to the contrary, unless otherwise agreed to in writing 
by Lessor, in the event a portion or portions of the leased premises are pooled or unitized with 
other lands or leases so as to form a gas pooled unit or units and the unit well is not si tuated on 
the leased premises, then in such event, not less than one-half of any such gas pooled unit shall 
be comprised of the leased premises; provided, however, should an insufficient amount of the 
leased premises be available to fulfill this requirement, then in such event, all of the then 
remaining acreage out of the leased premises not previously allocated to a well or wells shall be 
included in said gas pooled unit or units. Lessor's consent herein shall not be unreasonably 
withheld. 
When The Unit Well Is On The Leased Premises; 
Furthermore, unless otherwise agreed to in writing, in the event a portion or portions of the 
leased premises are pooled or unitized with other lands or leases so as to fonn a gas pooled unit 
or units and the unit well is situated on U1e leased premises, then in such event, Lessee shall 
include all of the herein leased premises or all of the then remaining available acreage out of the 
leased premises not previously allocated to a well or wells, whichever the case may be, into said 
gas pooled unit or unit. Lessor's consent herein shall not be unreasonably withheld. 
7. Depth Clause. "Notwithstanding anything to the contrary contained herein one ( I) year after 
the expiration of the primary term or after all continuous development operations have ceased, 
after the primary term, whichever is the later, shall release all depths I 00 feet below the deepest 
producing strata in the well or wells located within the individual Retained Tract." 

-
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8. Indemnity. ''Lessee assumes all risk and liability of any kind and nature incident to, 
occasioned by or resul ting in any manner from Lessee's operations hereunder, except that 
occasioned by Lessor's own gross negligence. Lessee agrees to keep said land duly and full y 
protected against liens of every character arising in connection with, or resulting from, said 
operations, and agrees to indemnify and hold Lessor, and its respective representatives, 
successors and assigns, harmless from and against any and all liens, demands, costs, expenses, 
attorney's fees, penalties, fines, remedial costs, restorations costs, judgments, suits and claims of 
any kind for damages occasioned by, or on account of, Lessee's (including Lessee's servants , 
agents, invitees, employees or independent contractors) operations, and against all claims for 
property damage, personal injury or death sustained by any person or persons whomsoever, 
natural or corporate, in connection with, or resulting from Lessee's operation hereunder, and 
whether or not involving active or passive negligence on the part of Lessee or its agents, 
contractors or employees . 
This lease. and all of the rights of Lessee hereunder, is made subject to all federal, state and local 
laws, mles, orders and regulations pertaining in any way to protection of air, water, earth, 
environmentally sensitive or threatened plant or animal life or any other part of the ecological 
system. Lessee at its cost shall comply with all such laws, mles, and regulations (herein called 
the "Environmental Laws"). Lessee shall defend, indemnify and hold Lessor harmless from any 
and all liabi lity, losses, claims notices, suits, damages, remedial work and causes arising from or 
connected with (i) any fai lure to comply with any Environmental Law, and/or (ii) the physical 
condition of the Leased Premises, to the extent such condition is caused, in whole or in part, due 
to the actions or inactions of the Lessee, its employees, representatives, agents or assigns. The 
amounts covered by Lessee's indemnification of Lessor contained in the Preceding sentence 
shall include attorneys ' fees and court costs. AND THE rNDEMNIFICA TION SHALL APPLY 
REGARDLESS OF WH ETHER LESSEE WAS NEGLIGENT, IN WHOLE OR rN PART. 
It is further specifically provided that in the event it becomes necessary for Lessor to employ an 
attorney or attorneys to enforce any of Lessee's obligations hereunder and Lessor is successful in 
any court action to enforce the same, Lessee agrees to pay all reasonable attorney's fees and 
court costs incurred by Lessor in connection herewith. 
9. Production In-Kind. "Lessor may, at his option and sole risk, cost and expense, upon not 
less than 60 days notice to Lessee, requ ire at any time or from time to time that payment of all or 
any royalties accming to the Lessor under this Lease be made in kind. Except during such 
periods as Lessor may be receiving the same in kind, Lessee shall always be obligated to market 
Lessor's royalty oil ratably with its own oil and at the same price, and Lessee shall also always be 
obligated to reasonably market gas produced from the Leased Premises and to prevent the 
drainage of gas therefrom. Without the prior written consent of Lessor, Lessee may not pay any 
royalty in kind. Lessee may not enter into any hedging transactions or forward sales agreements 
with a term greater than one year." 
I 0. lnformation. "Upon written request, lessee shall provide lessor with copies of any title 
opinions, abstracts, or Iandman's runsheets that are obtained by lessee. Lessee shall inform 
lessor, in wri ting, of any litigation or liens that will affect the lease." 
J I. Shut In Royalty Limitation. "Notwithstanding anything to the contrary herein, it is 
unders tood and agreed that this lease may not be maintained in force for any one continuous 
period of time longer than two (2) consecutive years after the expi ration of the primary term 
hereof solely by the provisions of the shut-in royalty clause." 
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RA ILROAD COMMI 10 OF TEXA 
OIL & GA DI VI IO 

PI R II r 10 DRILL. Dl EPE . PLUG BACK. OR Rl~· l '. TI· R 0 A RLGULAR OR ADM! IS rRA l iVE EXCEPTIO LOCA riO 

PI· RM IT UMOFR 

769719 
DA IF P I~RMI r I SUim OR AMI~ DFD 

Sep 16, 2013 

API UMBI· R FOR~ ! W-I RECEIVI· D 
42-389-33933 Sep 10, 2013 

rYP I~ OF OPERA II01 

NEW DRILL 

OPFRATOR 

WELl BORE PROFILE(S) 

Horizontal 

ENERGEN RESOURCES CORPORATION 

LI:.ASL NA:'\ IL 
LANGLEY 2-36 

LOCAriO 
20.9 miles NW direction from PECOS 

ection. Block and 'or un C) 

252002 

Dl , IRI CT 

* 08 

COU TY 

REEVES 

ACRL 

318.3 

NOTICE 
Th1s penmt and any allowable ass1gned may be 
revoked 1fpaymcm for fce(s) submllted to the 

CommiSSIOn IS not honored 
Di~trict Office Telephone :'\o: 

(432) 684-5581 

WELL NUMBER 
1H 

fO I AL DEPT! I 
12300 

ECTIO -( 36 13LOCK -( 2 Al3 T RACT -( 5793 

SURVEY -< H&GN RR CO/BATES, MRS w 0 

Dl I ANCE 1'0 URVEY LINFS 
2130 ft. NW 250 ft . SW 

Dl I ANCE ro LI~ASE LINES 
2130 ft. NW 250ft. SW 

FIELD(s) and Llt-. 111 A 110 : 

DIS'I ANCE TO EARE T LEA ELINE 
200ft. 

Dl J'ANCE ro EA RE T WELL ON LEA E 
See FIELD(s) Below 

* SEE FIELD DISTRICT FOR REPORTING PURPOSES * 

IIFL D NAMI ACRl'S DEPTI I WFI.I # DIST 
II·.A F AMI NI:ARI:S I LloASE NFARFST WF 

PHANTOM (WOLFCAMP) 318.30 12,200 1H 08 

LANGLEY 2-36 

WI: LLBORI: PRO I · I LI~(s) FOR FIELD: Horizontal 

RE. 'I RIC 110 S: Lateral: THl 
Penetration PoinL Location 

Lease Lines: 499.0 F NE L 
850.0 F SW L 

Terminus Locat1on 
Lease Lines: 

Survey Lines: 

496.0 F NE L 
200.0 F NE L 

2130 . 0 F NW L 
200.0 F NE L 

200 

TilE FOLLOW! G RESTRI CTIO A PPLY TO ALL FIELD 

0 

Thts well shall be completed and produced 1n compliance with applicable special field or statewide spacmg and denstty rules If this 
wellts to be used for bnne mimng, underground storage of liquid hydrocarbons in salt formations, or underground storage of gas 1n 
salt formattons, a perm1t for that spectfic purpose must be obtained from Environmental Servtces pnor to construction, Including 
dnlltng, of the welltn accordance with Statewide Rules 81 , 95, and 97. 
Currently there are no tdenttfied formations listed for thts county. It IS sttll the operators responsibility to isolate and report any 
potenttal flow zones that are encountered 1n the completion of thts well. 

Data Validation Time tamp: t--In) 19. 201.J 7: 13 AM ( Current Version ) Page 3 of3 



API No 
42-389-33933 RAILROAD COMMISSION OF TEXAS FORM W-1 07/2004 

Dnllmg Permulf OIL & GA DlVISJON 
769719 Perm it tat us: Approved 

\\' R Exception Case/Docket No 
APPLJCA TJON FOR PERMIT TO DRILL, RECOMPLETE, OR RE-ENTER 

Tlusfacsumle ll'-/11as generated e/ectromca/1) from claw subm111ed to the RRC 
A certificalloll of the automtued claw ts a•·atlable 111 the RRC's A ustm office 

I RRC Operator No 2 Operator's Name (as shown on form P-5 Orgamzatlon Repon) 3 Operator Address (mclude street, c1tv. state lip) 

252002 EN ERG EN RESOURCES CORPORATION 
4 Lease Name 

I 
5 Well No 

LANGLEY 2-36 1H 

GENERAL INFORMATION 

6 Purpose of filmg (mark ALL appropnate boxes) IXl Ne" Dnll 0 Recomplcuon 0 Reclass 0 F1eld Transfer 0 Rc-1-.ntcr 

0 Amended 0 Amended as Dnllcd (BilL) (Also F1le Form W-1 D) 

7 Well bore Profile (mark ALL appropnate boxes) 0 Vertical IXJ l lonzontal (Also F1lc Form W- I ll) 0 D1recuonal (Also File Fonn W-ID) 0 1detrac~ 

8 Total Depth I 9 Do you have the nght to develop the 00 Yes 0 No 1 10 Is th1s "ell subject to Statewide Rule 36 (hydrogen sulfide area)') 0 Yes IXl 
12300 mmcrals under an)· n ght-of-way ~ 0 

SURFACE LOCATION AND ACREAGE INFORMATION 
II RRC D1stnct No 

08 
1 12 County 

1 13 [Xj Land 0 0 0 Offshore REEVES urface LocatiOn Bay!Estuar) Inland Waterway 

14 Th1s "ell IS to be located 20.9 miles m a NW d1recuon from PECOS wh1ch IS the nearest t0\\11 m the count> of the well sue 

15 Section 116 Block 117 Survcv 118 Abstract No 19 D1stance to nearest lease hne 20 Number of contiguous acres m 

36 2 H&GN RR CO/BATES, MRS W 0 A-5793 200 fl lease, pooled unll. or umuzed tract 318.3 

21 Lease Perpendiculars 2130 fl from the NW I me and 250 fl from the sw hne 

22 Survey Perpendiculars 2130 fl from the NW !me and 250 fl from the sw !me 

23 Is this a pooled unu? 0 Yes [[] No 1 24 Unll17.atlon Docket No 1 25 Arc you applymg for Substandard Acreage F1cld~ 0 Yes (anach l'orm W-I A) [[] No 

FIELD INFORMATION List all fields of anticipated completion including Wildcat. List one zone per line. 
26 RRC 27 F1cld No 28 F1eld Name (exact I)' as shmm m RRC records) 29 Well Type 30 Complct1on Depth 3 1 Distance to Nearest 32 Number of Wells on 
DIStriCt No Well 10 th1s Reservo1r th1s lease 10 th1s 

Rcsei'\Oir 

08 71052900 PHANTOM (WOLFCAMP) Oil or Gas Well 12200 0.00 1 

BOTTOMHOLE LOCATION INFORMATION is required for DIRECTIONAL, HORIZONTAL, AND AMENDED AS DRILLED PERMIT APPLICATIONS (see W-1 H attachment) 
Berni.! Cis~ Cerli[is;l!te· 
[FILER Sep 10, 2013 8:4 0 AM J: HAVE A WONDERFUL DAY! I cen1fy that10fommuon stated m this apphcauon IS true and complete, to the 

best of my knowledge 

Jenifer Sorle~ . Regulate~ Anal~st Sep 10, 2013 
Name of fi ler Date submlllcd 

RRC Use Only Data Val1dauon Time Stamp May 19,20 14 7 14 AM( Current Vcrs1on ) 
(432}8181732 midlandrrc@energen.com 

Phone E-mail Address (OPTIONAL) 

Page 1 of 2 



Permit talUs: Approved 
RAILROAD COMMI ION OF T EXA 

OIL & GA DIVI ION 
Form W-1H 07/2004 

• up plcmcntalllori.w n tal \\'e ll Information 

The RRC has 1101 approred tills appltcauo11 
Oupltcauon or J1strtb11110II ofmformauon 1s 

at thl! IISI!I' 's 01111 nsk. 
APPLICATIO FOR PERMIT TO DRILL, RECOMPLET E, OR RE- ENTE R Pem111 r 769719 

I 

1111s fa,·sllmlr II -/11 as generated electromcalll from data Sllhrmued to thr RRC 
I cemj1catum of the Ulltomated data IS amtlabll! m the RRC's filS/Ill a/fief 

RRC Operator No 12 Operator's amc {cxacth as shown on form P-5 Orgamauon Rcpon) 13 Lease ame 

252002 ENERGEN RESOURCES CORPORATION LANGLEY 2-36 

Lateral Drarnhole Locat1on Information 

5 F1eld as shown on l'om1 W-1 PHANTOM (WOLF CAMP) (Field# 71052900, RRC District 08) 
6 Scct1on 17 Blocl..

2 
18 Survc\ 19 36 H&GN RR CO/BATES, MRS W D 

II Tcrmmus Lease Lme Perpendiculars 
496 fl from the NE hne and 200 It from the NE 

12 Termmus Sun C) I me Perpendiculars 

2130 It from the NW hne. and 200 It from the NE 

13 PenetratiOn Pomt Lease Lmc Perpendiculars 

499 fl from the NE hne. and 850 It from the sw 

Page 2 of 2 

Appro,ed Date: Sep 16, 2013 

14 Well 0 

1H 

Abstract I' 0 Com\Ji of Bil l 5793 REE ES 

hne 

hne 

hne 



File No MFJ.Mil¥ 
Pial la-1. '~' &em: .J. 

Oat~ Filed· t1S;/9/.:b(ll 

lerf) E. Patterson. Commission~r 

8) ~~--------------------



Ju ly 9, 2018 

TEXAS GENERAL LAND OFFICE 
GEORGE P. BUS H , COMM L S JON ER 

SENT VIA E-MAIL 

E nergen Resources Corporat ion 
35 JO . A Street, Building A&B 
M idland, Texa 79705-5427 
Attention: Cristy Vice 

RE: Lease Compliance Review of selected lease MFl 11873, MF 112184, & :MF 116985, operated by 
Energen Resources Corporation 

Dear Ms. Vice: 

The Texas General Land Office (GLO) thank you for you r cooperation with the Lea e Compliance R eview 
Program (LCRP). As a part of tbe field audi t program, the LCRP is designed to help ensure accurate and 
proper reporting of oi l and gas production and roya lty revenues to the State of Texas in accordance with 
the regu lations set forth in Section 52.135 of the Texas Natw-al Resources Code. 

The Lease Comp liance Review is limited in scope and will not be cons idered a fu ll audi t. The summary of 
this review is as fol low: 

Deta iled testing summary 

1. Result of Gas sales volume & value testing 
Based on our review, be advised that the disposition volume of the gas should be reported as 
Residue Gas Sales where you have reported it as Transmission Line (Non- Processed Gas ales). 
Based on Energy Transfer and V anquero M idstream Plant Settlement Statements, it was determined 
Energen did not report and pay royalties on GL's. The undervalued liquids have been referred to 
our M ineral Review division to conduct further testing. 

2 . Resu lt of Oi l sales volume & va lue testing 
We fou nd no material differences in volumes during our review of documentation provided for this 
LCRP. However, the gross va lue was unde rva lued and will be referred to our Minerals Rev iew 
division to conduct further testing. 

If you have any question concerning this report, please contact Sharon Stevens at 
sharon.stevens@glo.texas.gov or 7 13.598.1508, fo r any questions regarding our Lease Compliance Review 
of the selected lease(s) above. 

sn,W~~A 
l. jle Sump, CPA 
Director of Minera ls Aud it 

Texas General Land Office 
(512) 463-2921 I dale.sump@glo.texas.gov 

LL #0240 

I 700 orth Congress A venue, Austin, Texas 78701-1 495 
P.O. Box I 2873, Austin, Texas 7871 1-2873 

512-463-500 ! glo.texas.gov 



'. ,. 

Compliance Checldist 

Please use the checklist below as a general guideline to remain in compliance with the Texas 
General Land Office. 

D All historical 3rd party source documents (pmchase statements, remittance statements, 
contracts, etc.) are preserved according to company policy in case of an audit 

D AJl GLOl , GL02, and GL03 reports are filed monthly tbrnugh the Royalty Reporting and 
Control (RRAC) system and match volumes reported to the Railroad Commission 

D Processed gas ilisposition volumes are broken down to liquid components on the GL02 
D Payments submitted to the GLO match the totals submitted on the GLO reports 
D Lease/field operations adhere to the provisions outlined in the lease agreement with the 

GLO for State royalty-bearing production and sales 
D Oil and gas production is metered from the wellhead to the custody transfer point, 

preferably that meter readings are also conducted and reported by a 3rd party 
D If production is commingled, approval from GLO Engineers has been obtained (required) 
D Allocated production volumes should directly tie to all royalty-bearing metered volumes 

on the lease 
D The contract prices stated in the oil and gas purchase agreements are reported and paid 

accordjngly 
D Any variances between contract price and the pmchase statement price can be explained 
D A breakdown of price detail is needed when various fees are associated with the purchase 

pnce 
D Oil sales volumes from the run tickets should match what was reported to the RRC and the 

GLO 
D Calculations for non-metered royalty bearing sales disposition volumes (vented/flared 

volumes, on-/off-lease fuel, etc.) can be explained 
D Well tests are being administered regularly 
D Gas plant settlement statements with plant fuel usage tl1at exceeds 3.5% can be explained 
D Lease and field schematics that include a ll equipment, preferably with meters noted 

For inquil'ies and useful links on the following topics: commingling, GIS web, RRAC, royalty 
audit, royalty review, general information, etc., information can be found at 
http://www.glo. texas.gov/energy-business/contacts/oil-gas/index.html. 
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