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HAL REVIEW SHEET 

Transactiln # 7327 G~t: R. Widmayer 

LBssor: r L. Staley Oil & Gas LBasa Data: 6/13/2011 II 0 

LBSSBB: Jud Roberts Gross Acrat 1280 

Nat Acrst 640 

LfASE IISCftiiTIJN 

County ~# Bass FIB fil Part Soc. BD:k Twp Survoy Abst# 
REEVES 07-105385 101670 N/2 4 59 00 PUBLIC SCHOOL LAND 2554 

REEVES 07-105376 100467 W/2 3 59 00 PUBLIC SCHOOL LAND 2778 

TERMS OFFERED TERMS RB:IIl!MENIED 

Primary T Brut 118 months Ptimary T arm 118 months 

Bonus/ Acre: $400.00 Bonus/Acra $400.00 

Rental! Aero: $1 .00 Rental/ Acre $1.00 

Royalty: 11/4 Royalty 11/4 

COMPAmDNI 

MF # LBssBB Oats Term Bonus/Ac. Rsntai/Ac. Royalty llstancs 
MF110095 1 ,...-G-e-or-ge_ G_.-S-ta- le- y- ------.1 3/16/2009jj1 year I $100.00 I $0.00 I 1/4 lastLBass 
.-------., .----., I ~===: .-----. 

:::::=====~ :::::=================::::: ~===~ ~~ ~~:=:::::: ~:=:::::: ~~ ~======::::: 
:::::=====~ :::::=================::::: ~===::::: ~===: ~~~ ~~ ~::::: ~======~ 
....__ ___ __, ._ _________ __, .._ __ _. L...-_ _. ._I __ ___, .__ __ __, '---' .___ ___ _. 

CODIDODllt Paid up rentals. Depths below 14,875 feet only. Lessee stated that there was very little deep potential in 
this area. No nearby comparisons for deep rights only. All other comparisons are for all depths. 

Monday, June 13, 201 ~ 
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RELINQUISID,ffiNT ACT LEASE APPLICATION 

Texas General Land Office Jerry Patterson, Commissioner 

TO: Jerry Patterson, Commissioner 

Larry Laine, Chief Clerk 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

G.e-o::: ~ ~~ 
Applicant: ::I I ?~ ts ) 

Prim. Term: 18 months Bonus/ Acre 

Royalty: 114 

Consideration 

Recommended: ~ 

Not Recommended: --- --

Rental/ Acre 

Date: ?. /;3/r I 

DATE: 

County: 

$400.00 

$1.00 

13-Jun-11 

REEVES 

Comments: 

/ 
Paid up rentals. Depths below 14,875 feet only. Lessee stated that there was very little deep potential 
in this area. No nearby comparisons for deep rights only. All other comparisons are for all depths. 

t/Lease Form 

Recommended: 1234-
--+--"-'---

Not Recommended: -----
Comments: 

Louis Renaud. Deputy Commissioner 

Recommended: 

Not Recommended: - ----

Bill Warnick, General Counsel 

Recommended: -----
Not Recommended: -----

L 

Approved: ---1..-.<:..y£.,-£-

Not Approved: ____ _ 

Je 

Date: - -----

Date: 6-Zc?-!J 

Date: - -----

Date: =z II \:z.o\ l 
--~-__.~~-



File No. __ l!..JI..c.b=.4..~..o::::.:Bw..._ ____ _ 

Date Filed: I' I~ r ( I I 

Jerry E. Patterson, Commissioner 
By {;l( 

r 
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General Land Office 
Relinquishment Act Lease Form 
Rev1sed, September 1997 

• •••••• • • 

~ustin, ~exas 
-==?~"-'<. • •••••• • • OIL AND GAS LEA~E 

• 
• •••••• • • 

THIS AGREEMENT is made and entered into thts .:.:15"---- day of "'JU""'N:.!:E _ _ _____ ,20_11 __ , between the State of Texas. actmg 

• • • • .~and through tis agent, WELDON SCOTT ARMSTRONG. JR . alkla SCOTT ARMSTRONG. JR . AND WIFE . REGINA ANNE ARMSTRONG. 
• • 

• of715WEST 15TH PECOS TEXAS 79772 

•• • • (G1ve Permanent Address) 
• • •• 

satd agent heretn referred to as the owner of the soil (whether one or more), and ___ G""""E"'O'-'-R"'"'G""'E"--"G'--"S'-'T-'-A,_,L,E,_,Y,__ _ ____________ _ 

of ___ P,__,.O"--"B...,O.,X'->-!.1.:::5:::;56""-'M"""-"ID...,LA=N::..D:<.....TX!..!.>....:..7.:::9.c.:70"'2"------------------------ hereinafter called Lessee 

(G1ve Permanent Address) 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be patd, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and dnlling for and producing oil and gas, laytng ptpe lines, buildtng tanks, stonng 011 and butldtng power 
stattons, telephone lines and other structures thereon, to produce, save, take care of. treat and transport satd products of the lease. the followtng lands 
situated in REEVES County, State of Texas, to-wit: 

WEST ONE-HALF f:N/2) OF SECTION 3. BLOCK 59 PUBLIC SCHOOL LAND SURVEY, INSOFAR AND ONLY INSOFAR AS IT COVERS ALL 
RIGHTS BELOW 14,875' SUBSURFACE 

containing _ _ ..:=:3.::.20"----- acres, more or less. The bonus constderation patd for th1s lease IS as follows· 

To the State of Texas. THIRTY TWO THOUSAND and N0/100 DOLLARS 

Dollars ($~32,_,.""00,._,0"---------' 

To the owner of the soil: THIRTY TWO THOUSAND and N0/100 DOLLARS 

Dollars ($""32"'.-"0.._00,__ ______ _ _, 

Total bonus constderatton: SIXTY FOUR THOUSAND and N0/100 DOLLARS 

Dollars ($ 64.000.00 

The total bonus consideration patd represents a bonus of !...F~O~U'-'-R:!..!..!H~U:!;N!_!,D'-'-R.!!E:..!D:!.._ _________________ _ _______ _ 

------- ----------- Dollars ($.__:4..,.0'-"0..,. 0~0,__ _ _ _ _,) per acre, on ..:..16,._,0""'.""'"00,__ ___ _ net acres 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of EIGHTEEN MONTHS years from 
this date (herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced tn paying quantities from sa1d land As used 
tn this lease, the term "produced m paytng quanttties· means that the receipts from the sale or other authonzed commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past 

T.t...~ -:ld C --ct 
copy of 

Orig'nal filed in 
Reeves County 
Clerks Office 
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3. 'D~l"A 't"fitENTALS :-tt-no weths mmenced-orrthe-1eased pt euuses-on-orbefore1me-'1t-ye<u ft 0 111 th~S""'dlrte hiS-lease shail terrrunate 
/ 

..:r.iess c~ oc before~ anntversary date Lessee shall pay or tender to the owner of the sotl or to has credn an the ,..,.. ....... 

---------~-~.....----- Bank. at ~ . 
o· ItS successors (wh1ch shall cont'ti'IU~s the depositOry regardless of changes an the ownership of sa1d land) the amoun ?crtied below. in additiOn 
Lessee shali pay or tender to the COMMISs!Q!:JER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS USTIN. TEXAS a like sum on 
oc oefore sa1d date Payments under thas paragl'ai}Q shall operate as a renta l and shall cover the pnvalege of rnng the commencement o f a well fo· 
o~e 1) year from sa1d date Payments under th1s par~rsph shall be an the followang amounts. 

Dollars ($ _ _ ________ --' 

To the State c- f Texas - --------....,,.....::::_ ___ _::::......,c:::-- - ---------------
Dollars (S ___ __ __,.,....:::~=-----' 

_? -
I" a 11 e manner and upon lik yments or tenders annually. the commencement of a well may be further deferred for s ss1ve penods of one (1) 

•: .. ~ar each dunng the p ry term All payments or tenders of rental to the owner of the soil may be made by check or saght of Lessee or any 
a~s .g:1ee of thas ~ and may be delivered on or before the rental payang date If the bank designated an thas paragraph (or 1ts succes ank) should 

•: .. ~ase to j!)UsrSuspend ousaness. liqUidate faal or be succeeded by another bank. or for any reason fail or refuse to accept rental . Lessee s allJ:!_ot be 
• held m cefault for faalure to make such payments or tenders of rental until thirty (30) days after the owner of the soil shall deliver to Lessee a p~ 
~c01'oac le rnstrt:rment nammg another-bank-~ent 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 pard one-half {1/2) of the royalty 

.... ~;:,v 1ded for 1n thiS lease to the CommiSSioner of the General Land Office of the State of Texas. at Austrn. Texas. and one-half (1 12) of such royalty to the 
• o~ne r of the sorl 

• (A) OIL. Royalty payable on oil, whrch 1s defined as 1ncluding a I hydrocarbons produced in a liquid form at the mouth of the well and also as 
: • • aio condensate. distillate. and other liquid hydrocarbons recovered from oil or gas run through a separator or other equipment, as heremafter provided 
• ·~~all oe 114 pan of the gross production or the market value thereof, at the opt1on of the owner of the sorl or the cOmmiSSIOner of the General 

Land Office. such value to be determmed by 1) the haghest posted price. plus premium. if any. offered or paid for otl. condensate. distillate. or other hqutd 
hydrocarbons. respectively. of a like type and gravity 1n the general area where produced and when run. or 2) the highest market pnce thereof offered or 
pa1d ar 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 oroduced from the leased prem1ses is sold. used or processed in a plant. it w ill be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type. or other equapment at least as efficient. so that all hquid 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, 1n writing . by the royalty owners upon 
such terms and conditions as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (includang flared gas). wh1ch IS defined as all hydrocarbons and gaseous substances not 
defined as 011 in subparagraph (A) above. produced from any well on said land (except as prov1ded herem wath respect to gas processed an a plant for 
the extraCtiOn of gasolane. liquid hydrocarbons or other products) shall be 1/4 part of the gross product1on or the market value thereof, at the 
optton of the owner of the soil or the Comm1ssaoner of the General Land Office. such value to be based on the haghest market pnce paid or offered for 
gas of comparable quality in the general area where produced and when run. or the gross pnce paid or offered to the producer whichever IS the greater: 
provaded that the max1mum pressure base an 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 correction to be made for pressure according to Boyle 's Law. and for specific 
gravaty according to tests made by the Balance Method or by the most approved method of testing beang used by the industry at the bme of testing 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline p lant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 1/4 part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of the owner 
of the soal or the Commassaoner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
productaon o f residue gas attributable to gas produced from this lease. and on fifty percent (50%). or that percent accruang to Lessee. whichever tS the 
greater. of the total plant productaon of liquid hydrocarbons attributable to the gas produced from this lease: provided that if liquid hydrocarbons are 
recovered from gas processed In a plant in which Lessee (or its parent. subsidiary or affiliate) owns an interest. then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processang 
agreement negotiated at arm's length (or 1f there is no such thard party. the highest percent then being specified 1n process1ng agreements or contracts an 
the andustry). whichever IS the greater The respect1ve royalties on residue gas and on hquid hydrocarbons shall be determined by 1) the haghest market 
pnce pa1d or offered for any gas (or liquad hydrocarbons) of comparable quality in the general area. or 2) the gross price paid or offered for such residue 
gas (o· the weighted average gross selling pnce for the respective grades of hquid hydrocarbons). whachever is the greater In no event. however, shall 
the roy a lues 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 (excepi i(1Q liquad 
hydrocaroons) whether sa id gas be ·casinghead ." ·dry." or any other gas. by fractionating. burning 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 SOli or the Commissioner of the General Land OffiCe, 
such market value to be determaned as follows: 1) on the basis of the highest market price of each product for the same month 1n wh1ch 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 
greate' 

5. MINIMUM ROYALTY . Dunng any year after the exparation of the primary term of this lease, if this lease is maantaaned by production, the 
royalt1es paid under th1s lease in no event shall be less than an amount equal to the total annual delay rental herein provaded: otherwase . there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royaltaes pa•d dunng the preceding year If Paragraph 3 of th1s lease does not specify a delay renta l amount, then for the purposes 9f. this t 
paragraph. the delay rental amount shall be one dollar (S 1.00) per acre. -~~- I '1 rrec 

.._"f'' 'Y ... jJ)' 

': • IQI'!'l I fried in 
.,; ~· R eves County 

Clerks Office 
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6. ROYALTY IN KIND. Notw1thstand10g any other proviSIOn 10 th1s lease at any time or from lime to time the owner of the so•l or the 
CommiSSioner of the General Land Office may at the opt1on of e1ther. upon not less than s1xty (60) days not1ce to the holder of the lease reqwe that the 
payment of any royalties accru10g to such royalty owner under th•s lease be made 10 k10d The owner of the so•l s or the CommiSSioner of the General 
Land Off1ce s nght to take 1ts royalty 10 k1nd shall not d1m1n1Sh or negate the owner of the so11's or the Comm1ss•oner of the General Land Off1ce s nghts 
or Lessees obligations whether express or 1mplied under th1s lease 

7. NO DEDUCTIONS Lessee agrees that all royalties accrUing under th•s lease (mcludmg those pa1d m kmd) shall be w1 hout deduct•on for 
the cost of produc1ng gathenng stonng separatmg treating dehydratmg compress10g process1ng transporting and othe~1se making the 011 . gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalties on the gross value rece1ved mcluding any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1s leases proportiOnate share of any fuel 
used to process gas produced hereunder in any processing plant Notwithstanding any other prov1s1on of th1s lease and subJeCt to the wntten consent of 
the owner of the SOil and the CommiSSioner of the General Land Off1ce Lessee may recycle gas for gas lift purposes on the leased prem1ses or for 
1nJect1on intO any 011 or gas producmg format1on underlying the leased prem1ses after the liqu1d hydrocarbons conta1ned 1n the gas have been removed 
no royalt•es shall be payable on the recycled gas unt1l 11 IS produced and sold or used by Lessee 1n a manner wh1ch ent1tles the royalty owners to a 
royalty under th1s lease 

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

• • •• • : Payment of royalty on product1on of 011 and gas shall be as prov1ded in the rules set forth 1n the Texas Reg•ster Rules currently prov1de that royalty on 011 
• • 1s due and must be rece1ved 1n the General Land Off1ce on or before the 5th day of the second month succeedmg the month of production, and royalty 

• on gas IS due and must be rece1ved in the General Land Office on or before the 15th day of the second month succeeding the month of product1on 
• accompan1ed by the affidavit of the owner, manager or other authonzed agent. completed in the form and manner prescnbed by the General Land Off1ce 

•: • • •: and showing the gross amount and d1spos1t1on of all 0 11 and gas produced and the market value of the 011 and gas, together w1th a copy of all documents 
• records or reports conf1rming the gross production, d1sposit1on and market value inCluding gas meter readmgs, pipeline rece1pts. gas line rece1pts and 

•: • • •: other checks or memoranda of amount produced and put mto pipelines. tanks, or pools and gas lines or gas storage, and any other reports or records 
wh1ch the General Land Office may reqwe to verify 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 accompan1ed by a check stub. schedule, summary 
: • •• • or other remittance advice showing by the assigned General Land Off1ce lease number the amount of roya lty being pa1d on each lease If Lessee pays 

h1s royalty on or before thirty (30) days after the royalty payment was due. then Lessee owes a penalty of 5% on the royalty or S25 00, whichever 1s 
greater. A royalty payment which 1s over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever IS greater In additiOn 
to a penalty, royalties shall accrue interest at a rate of 12% per year, such interest will begin to accrue when the royalty IS s1xty (60) days overdue 
Affidavits and supporting documents which are not filed when due sha ll 1ncur a penalty in an amount set by the General Land Off1ce administrative rule 
which is effective on the date when the affidavits or supporting documents were due The Lessee shall bear all responsibility for paymg or causing 
royalties to be paid as prescribed by the due date prov1ded herem Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfe•ture as prov1ded by law nor act to postpone the date on wh1ch roya1t1es were orig10ally due The above penalty provis1ons shall not apply in 
cases of t1tle d1spute as to the State's portion of the royalty or to that port1on of the royalty in dispute as to fa1r market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furniSh the CommiSSIOner of the General Land Office 
w1th its best poss1ble estimate of 011 and gas reserves underly1ng th1s lease or allocable to th1s lease and shall furn1sh sa1d Comm1ss•oner w1th cop1es of 
all contracts under wh1ch gas 1s sold or processed and all subsequent agreements and amendments to such contracts Within th1rty (30) days after 
entenng into or making such contracts, agreements or amendments Such contracts and agreements when rece1ved by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authonzed by Lessee All other contracts and records pertaining to the product1on. 
transportation. sale and marketing of the oil and gas produced on sa id prem1ses, including the books and accounts. rece1pts and discharges of all wells 
tanks, pools. meters. and pipelines shall at all times be subject to 10spect1on and exammabon by the CommiSSioner of the General Land Office. the 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Written not1ce of all operations on th1s lease shall be submitted to the CommiSSioner of the General 
Land Office by Lessee or operator five (5) days before spud date. workover. re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such wntten not1ce to the General Land Office shall 10clude cop1es of Railroad Commiss1on forms for apphcat1on to drill Cop1es of well tests. 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed w1th the Texas Ra1lroad Comm•ss1on All 
applications, permits. reports or other filings that reference th1s lease or any specific well on the leased prem1ses and that are submitted to the Texas 
Railroad CommiSSIOn or any other governmental agency shall include the word "State" in the title. Additionally, in accordance w1th Railroad Commiss•on 
rules. any s1gnage on the leased prem1ses for the purpose of identifying wells, tank batteries or other assoc1ated Improvements to the land must also 
include the word "State " Lessee shall supply the General Land Off1ce w1th any records, memoranda, accounts. reports. cuttings and cores. or other 
information relat1ve to the operation of the above-described prem1ses, wh1ch may be requested by the General Land Office, 1n addition to those herem 
expressly provided for Lessee shall have an electrical and/or rad1oact1v1ty survey made on the bore-hole sect1on, from the base of the surface casmg to 
the total depth of well , of all wells drilled on the above described prem•ses and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of sa1d survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed 1n the General Land Off1ce when 
due The penalty for late filing shall be set by the General Land Off1ce admm1strat1ve rule wh1ch is effective on the date when the matenals were due 1n 
the General Land Office 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and pnor to d1scovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, th is lease shall not termmate if on or 
before the expiration of sixty (60) days from date of completion of sa id dry hole or cessation of production Lessee commences additional drilling or 
reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided 1n th1s lease If, dunng the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of 011 or gas should cease for any cause . 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the pnmary term, and 1f Lessee has not res,l.Jmed r-,cj 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting ad,.ct{tli508T d~1lhng o~ rewo'rkmg 



operatrons pursuant to Paragraph 13 usrng the exprratron of the prrmary term as the date of cessatron of productron under Paragraph 13 Should the frrst 
we ll or any subsequent well drrlled on the above descrrbed land be completed as a shut-rn orl or gas well wrthrn the prrmary term hereof Lessee may 
resume payment of the annual rental rn the same manner as provrded herern on or before the rental payrng date followrng the exprratron of srxty (60) 
days from the date of completron of such shut-rn orl or gas well and upon the fa rlure to make such payment thrs lease shallrpso facto termrnate If at the 
exprratron of the prrmary term or any trme thereafter a shut-rn orl or gas well rs located on the leased premrses payments may be made rn accordance 
wrth the shut-rn provrsrons hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the exprratron of the prrmary term nerther orl nor gas rs berng 
produced on sard land. but Lessee rs then engaged rn drrllrng or reworkrng operatrons thereon. thrs lease shall remarn rn force so long as operatrons on 
sard well or for drrllrng or reworkrng of any addrtronal wells are prosecuted rn good fa rth and rn workmanlike manner wrthout rnterruptrons totaling more 
than srxty (60) days durrng any one such operatron, and rf they result rn the productron of orl and/or gas so long thereafter as orl and/or gas rs produced 
rn payrng quantrtres from sard land or payment of shut-rn orl or gas well royaltres or compensatory royaltres rs made as provrded rn thrs lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the exprratron of the prrmary term, productron of orl or gas from the leased 
premrses. after once obtarned, should cease from any cause, thrs lease shall not termrnate rf Lessee commences addrtronal drrllrng or reworkrng 
operatrons wrthrn srxty (60) days after such cessatron. and thrs lease shall remarn rn full force and effect for so long as such operatrons contrnue rn good 
fa rth and rn workmanlike manner wrthout rnterruptrons totaling more than srX1y (60) days If such dnlling or reworkrng operatrons result rn the productron 
of orl or gas the lease shall remarn rn full force and effect for so long as oil or gas rs produced from the leased premrses rn payrng quantrtres or payment 

• of shut-rn orl or gas well royaltres or payment of compensatory royaltres rs made as provrded herern or as provrded by law If the drrlling or reworkrng 
•: • • •: operatrons result rn the completron of a well as a dry hole. the lease wrll not termrnate rf the Lessee commences addrtronal drrlling or reworkrng 

• operatrons wrthrn srxty (60) days after the completron of the well as a dry hole, and thrs lease shall remarn rn effect so long as Lessee contrnues drrllrng or 
• • • •• • reworkrng operatrons rn good farth and rn a workmanlike manner wrthout rnterruptrons totaling more than srX1y (60) days Lessee shall grve wrrtten notrce 

• • to the General Land Office wrthrn thrrty (30) days of any cessatron of productron 
• 

• • • •• : 14. SHUT-IN ROYAL TIES . For purposes of thrs paragraph, "well" means any well that has been assrgned a well number by the state agency 
• • havrng JUrrsdrctron over the productron of oil and gas If, at any trme after the exprratron of the prrmary term of a lease that, untrl berng shut rn. was berng 

• • • • •: marntarned rn force and effect, a well capable of producrng or I or gas rn payrng quantrtres rs located on the leased premrses. but or I or gas rs not berng 
• • produced for lack of surtable productron facilitres or lack of a surtable market, then Lessee may pay as a shut-rn or I or gas royalty an amount equal to 

double the annual rental provided rn the lease. but not less than $1,200 e year for each well capable of producrng orl or gas rn payrng quantrtres If 
: •. Paragraph 3 of thrs lease does not specrfy a delay rental amount, then for the purposes of thrs paragraph, the delay rental amount shall be one dollar 
• 000 (S1 00) per acre To be effectrve , each rnrtral shut-rn orl or gas roya lty must be pard on or before (1) the exprratron of the prrmary term . (2) 60 days after 

the Lessee ceases to produce oil or gas from the leased premrses. or (3) 60 days after Lessee completes a dnlling or reworkrng operatron rn accordance 
wrth the lease provrsrons; whichever date rs latest Such payment shall be made one-half (1/2) to the Commrssroner of the General Land Office and one­
half (1/2) to the owner of the so il If the shut-rn orl or gas royalty rs pard, the lease shall be consrdered to be a producrng 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 followrng the month rn whrch 
production ceased, and, after that, rf no suitable productron facilitres or surtable market for the oil or gas exists, Lessee may eX1end the lease for four 
more successive periods of one (1) year by payrng the same amount each year on or before the exprratron of each shut-rn year 

15. COMPENSATORY ROYAL TIES. If, durrng the penod the lease rs kept rn effect by payment of the shut-in orl or gas royalty, orl or gas rs 
sold and delivered rn paying quantrtres from a well located wrthrn one thousand (1,000) feet of the leased premrses and completed rn the same producrng 
reservoir, or rn any case in whrch drarnage rs occurrrng, the nght to contrnue to maintarn the lease by payrng the shut-rn orl or gas royalty shall cease, but 
the lease shall remain effectrve for the remarnder of the year for whrch the royalty has been pard The Lessee may maintarn the tease for four more 
successrve years by Lessee payrng compensatory royalty at the royalty rate provided rn the lease of the market value of productron from the well causrng 
the drainage or which is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premrses The compensatory 
royalty rs to be pard monthly, one-half (1/2) to the Commissioner of the General Land Offrce and one-half (1/2) to the owner of the sort, begrnnrng on or 
before the last day of the month following the month rn which the orl or gas rs produced from the well causrng the drarnage or that rs completed rn the 
same producrng reservoir and located withrn one thousand ( 1,000) feet of the leased premrses If the compensatory royalty pard rn any 12-month perrod 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the drfference wrthrn thirty (30) days from the end of the 
12-month perrod Compensatory royalty payments whrch are not timely paid will accrue penalty and rnterest in accordance wrth Paragraph 9 of thrs 
lease. None of these provisions will relieve Lessee of the obligatron of reasonable development nor the obligatron to drrll offset wells as provrded rn 
Texas Natural Resources Code 52 173; however. at the determrnatron of the Commrssroner, and wrth the Commrssroner's wrrtten approval. the payment 
of compensatory royaltres can satrsfy the obligatron to drrll offset wells 

16. RETAINED ACREAGE. Notwithstanding any provrsron of thrs lease to the contrary, after a well producrng or capable of producrng orl or 
gas has been completed on the leased premises, Lessee shall exercrse the diligence of a reasonably prudent operator rn drilling such addrtronal well or 
wells as may be reasonably necessary for the proper development of the leased premises and rn marketrng the productron thereon 

(A) VERTICAL. In the event this lease is rn force and effect two (2) years after the exprration date of the pnmary or eX1ended term rt shall then 
termrnate as to all of the leased premises, EXCEPT (1) 40 acres surroundrng each orl well capable of producrng rn payrng quantrtres and 320 acres 
surroundrng each gas well capable of producrng rn paying quantrtres (rncludrng a shut-rn orl or gas well as provrded rn Paragraph 14 hereof). or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres rncluded in a producrng pooled unrt 
pursuant to Texas Natural Res ources Code 52 151 -52 154, or (3) such greater or lesser number of acres as may then be allocated for productron 
purposes to a proration unit for each such producrng well under the rules and regulatrons of the Ra ilroad Commrssron of Texas, or any successor 
agency, or other governmental authority havrng JUrrsdrctron If at any trme after the effectrve date of the partral termrnatron provrsrons hereof the 
applicable field rules are changed or the well or wells located thereon are reclassrfied so that less acreage rs thereafter allocated to sard well or wells for 
productron purposes, thrs lease shall thereupon termrnate as to all acreage not thereafter allocated to sard well or wells for productron purposes 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless contrnue to have the nght of rngress 
to and egress from the lands st ill subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
exrstrng roads, existing pipelines and other existrng facrlities on, over and across all the lands descnbed rn Paragraph 1 hereof ("the retarned lands"). for 
access to and from the retained lands and for the gathenng or transportatron of orl, gas and other mrnerals produced from the retarned lands 
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(B) HORIZONTAL. In the event th1s lease IS m force and effect two (2) years after the exp1ralion date of the pnmary or extended term 1t shall 
further term1nate as to all depths below 100 feet below the total depth dnlled (heremafter deeper depths ) m each well located on acreage retamed m 
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 (1/2) of the 
bonus ongmally pa1d as cons1derat1on for thiS lease (as spec1f1ed on page 1 hereof} If such amount IS pa1d th1s lease shall be 1n force and effect as to 
such deeper depths and sa1d termmaliOn shall be delayed for an add11lonal penod of two (2) years and so long thereafter as 011 or gas 1s produced 1n 
pay1ng quanlit1es from such deeper depths covered by thiS lease 

(C) IDENTIFICATION AND FILING. The surface acreage retamed hereunder as to each well shall. as nearly as praclica l. be 1n the form of a 
square w1th the well located m the center thereof, or such other shape as may be approved by the CommiSSioner of the General Land Office W1thm 
th1ny (30) days after part1al termmat1on of th1s lease as prov1ded here1n, Lessee shall execute and record a release or releases contam1ng a salisfactory 
legal descnplion of the acreage and/or depths not retamed hereunder The recorded release or a cert1f1ed copy of same shall be f1 led m the General 
Land Office accompanied by the filing fee prescnbed by the General Land Office rules m effect on the date the release IS f1led If Lessee fa 1ls or refuses 
to execute and record such release or releases w1th1n n1nety (90) days after bemg requested to do so by the General Land Off1ce then the 
CommiSSIOner at hiS sole d1screlion may des1gnate by wntten Instrument the acreage and/or depths to be released hereunder and record such 
mstrument at Lessee's expense m the county or counlies where the lease 1s located and 10 the offiCial records of the General Land Off1ce and such 
des1gnat1on shall be b1nd1ng upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus. delay rentals, nor roya1t1es pa1d or to be paid, under th1s lease shall relieve Lessee of h1s obhgallon 
to protect the 011 and gas under the above-descnbed land from bemg dramed Lessee, sublessee, rece1ver or other agent 10 control of the leased 

• •. •.: prem1ses shall dnll as many wells as the facts may JUS!Ify and shall use appropnate means and drill to a depth necessary to prevent undue dramage of 
• • 011 and gas from the leased prem1ses In add11ion, 1f 011 and/or gas should be produced m commercial quant1t1es Within 1,000 feet of the leased prem1ses 

• u •• : or m any case where the leased prem1ses IS being dramed by production of 011 or gas. the Lessee, sublessee, rece1ver or other agent m control of the 
• • leased prem1ses shall 1n good faith begm the dnlhng of a well or wells upon the leased prem1ses w1thm 100 days after the dra1nmg well or wells or the 

well or wells completed w1th1n 1 ,000 feet of the leased prem1ses start producmg m commerc1al quanlilies and shall prosecute such dnlhng w1th d1hgence 
• •• •• : Fa1lure to salisfy the statutory offset obligation may subJect this lease and the owner of the so11's agency nghts to forfe1ture Only upon the determ1na11on 

• • of the CommiSSIOner of the General Land Office and w1th h1s wntten approval may the payment of compensatory royalty under applicable statutory 
••• •• : parameters salisfy the obhgat1on to drill an offset well or wells reqUired under th1s paragraph 
• • 

• 18. FORCE MAJEURE. If, after a good fa1th effort, Lessee IS prevented from complymg w1th any express or 1mphed covenant of th1s lease 
• • from conductmg dnlhng operations on the leased prem1ses, or from producmg oil or gas from the leased prem1ses by reason of war, rebellion, nots. 
: • • •• stnkes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obhgat1on to comply w1th such 

covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; addllionally, thiS lease shall be 
extended while Lessee IS prevented, by any such cause, from conducling dnlhng and reworkmg operalions or from producmg oil or gas from the leased 
premises. However, noth1ng in this paragraph shall suspend the payment of delay rentals in order to mamtain this lease 1n effect dunng the pnmary term 
in the absence of such dnlhng or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend l1tle to the leased prem1ses If the owner of the soil defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the so11 in the leased premises by pay1ng any mortgage, 
taxes or other hens on the leased premises If Lessee makes payments on behalf of the owner of the soil under th1s paragraph, Lessee may recover the 
cost of these payments from the rental and royallies due the owner of the so1l 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
descnbed land, whether or not Lessee's interest IS speCified herem, then the royalt1es and rental here1n prov1ded to be pa1d to the owner of the so1l shall 
be pa1d to h1m m the proport1on wh1ch his interest bears to the enlire und1v1ded surface estate and the royalties and renta l herem prov1ded to be pa1d to 
the CommiSSioner of the General Land Office of the State of Texas shall be likew1se proportionately reduced However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Off1ce, Lessee or his authonzed representative must subm1t to the CommiSSioner of the 
General Land Office a wntten statement which explains the discrepancy between the mterest purportedly leased under th1s lease and the actual interest 
owned by the owner of the so1l The Commiss1oner of the General Land Office shall be paid the value of the whole production allocable to any und1v1ded 
1nterest not covered by a lease, less the proportionate development and product1on cost allocable to such und1v1ded mterest However, 10 no event shall 
the CommiSSioner of the General Land Office rece1ve as a royalty on the gross production allocable to the undiVIded mterest not leased an amount less 
than the value of one-s1xteenth (1/16) of such gross production 

(B) REDUCTION OF PAYMENTS. If, dunng the primary term, a portion of the land covered by this lease IS mcluded w1thm the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil m accordance w1th Natural Resources Code SectiOns 
52 151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herem, payments that are made on a per acre basis hereunder shall be reduced accord ing to the number of acres pooled. released. 
surrendered, or otherwise severed, so that payments determined on a per acre bas1s under the terms of th1s lease dunng the 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 pnmary term, 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 sa1d land necessary for operations under th1s lease except water 
from wells or tanks of the owner of the so1l , provided, however, Lessee shall not use potable water or water su itable for livestock or 1rngallon purposes 
for waterflood operations without the prior consent of the owner of the so11 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by 1ts operations to all personal property, 
improvements , livestock and crops on said land 

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

24. WELL LOCATION LIMIT. No well shall be dnlled nearer than two hundred (200) feet to any house or barn now on sa1d prem1ses Without 
the wntten consent of the owner of the soil 



25. POLLUTION. In develop1ng th1s area Lessee shall use the h1ghest degree of care and all proper safeguards to prevent pollution Without 
lim1t1ng the forego1ng pollut1on of coasta l wetlands. natural waterways, nvers and Impounded water shall be prevented by the use of contammen 
fac1ht1eS suffiCient to prevent spillage, seepage or ground water contammalion In the event or pollution Lessee shall use all means at 1ts disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate propert1es Lessee shall bu1ld and 
mamta1n fences around 1ts slush, sump and dra1nage p1ts and tank battenes so as to protect livestock agamst loss damage or InJUry and upon 
completion or abandonment of any well or wells. Lessee shall f1ll and level all slush p1ts and cellars and completely clean up the dnlling s1te of all rubbish 
thereon Lessee shall while conductmg operations on the leased prem1ses keep sa1d prem1ses free of all rubbish cans bottles paper cups or garbage 
and upon completion of operat ions shall restore the surface of the land to as near 1ts ong1nal cond11ion and contours as 1s practicable Tanks and 
equipment w1ll be kept pamted and presentable 

26. REMOVAL OF EQUIPMENT. SubJeCt to limitations 1n th1s paragraph. Lessee shall have the nght to remove mach1nery and fixtures placed 
by lessee on the leased prem1ses mcludmg the nght to draw and remove casmg w1thm one hundred twenty (120) days after the expiration or the 
term1nat1on of th1s lease unless the owner of the so1l grants Lessee an extens1on of lh1s 120-day penod However. Lessee may not remove casmg from 
any well capable of producmg 011 and gas 1n paymg quant11ies Additiona lly, Lessee may not draw and remove casmg unt1l after thirty (30) days wntten 
notice to the CommiSSioner of the General Land Off1ce and to the owner of the so11 The owner of the so11 shall become the owner of any machmery 
fixtures . or cas1ng wh1ch are not t1mely removed by Lessee under the terms of th1s paragraph 

27. (A) ASSIGNMENTS. Under the cond1t1ons conta1ned m th1s paragraph and Paragraph 29 of th1s lease the nghts and estates of e1ther 
party to th1s lease may be ass1gned. 1n whole or 1n part. and the proviSions of th1s lease shall extend to and be bmdmg upon the1r he1rs dev1sees legal 

•• •• •: representatives. successors and ass1gns However, a change or diVISIOn m ownership of the land. rentals or royalties w1 11 not enlarge the obligations of 
• • Lessee, d1m1n1Sh the nghts. pnv1leges and estates of Lessee, 1mpa1r the effectiveness of any payment made by Lessee or Impair the effectiveness of any 

• • • ••: act performed by Lessee And no change or diVISIOn 1n ownership of the land, rentals, or royalties shall bmd Lessee for any purpose until th1rty (30) days 
• • after the owner of the so1l (or h1s he1rs. dev1sees, legal representatives or ass1gns) furnishes the Lessee w1th satisfactory wntten ev1dence of the change 

• m ownership, includmg the ong1nal recorded mun1ments of Iitie (or a certified copy of such orig1nal) when the ownership changed because or a 
• •. •.: conveyance A total or part1al assignment of th1s lease shall , to the extent or the mterest ass1gned relieve and d1scharge Lessee of all subsequent 

• • obligalions under th1s lease If th1s lease 1s ass1gned 1n its entirety as to only part of the acreage, the nght and opt1on to pay rentals shall be apportioned 
•• • •• : as between the several owners ratably, accordmg to the area of each, and fa1lure by one or more of them to pay h1s share of the rental shall not affect 

• • th1s lease on the part or the land upon wh1ch pro rata rentals are timely paid or tendered, however, 1f the ass1gnor or ass1gnee does not fi le a certified 
copy of such ass1gnment 1n the General Land Office before the next rental paymg date, the ent1re lease shall term mate for fa1lure to pay the ent1re rental 

:• • due under Paragraph 3 Every ass1gnee shall succeed to all n~hts and be subJect to all obligations, hab11ilies, and penalties owed to the State by the 
• • • • ongmallessee or any pnor ass1gnee of the lease, mclud1ng any liabilities to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notw1thstandmg any proviSIOn in Paragraph 27(a), if the owner of the soil acqUires th1s lease 1n whole or 1n 
part by assignment without the prior written approval of the CommiSSIOner of the General Land Office, lh1s lease is void as of the lime of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment w1ll be treated as 1f 11 were made to the owner of the soil 1f the 
assignee IS' 

(1 ) a nominee or the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the so1l is a principal stockholder or IS an employee of such a corporation or subsidiary, 
(3) a partnership 1n wh1ch the owner of the so1l1s a partner or 1s an employee of such a partnership, 
(4) a pnnc1pal stockholder or employee of the corporation wh1ch 1s the owner of the so1l, 
(5) a partner or employee m a partnership wh1ch IS the owner of the so1l, 
(6) a fiduc1ary for the owner of the soil, 1nclud1ng but not llm1ted to a guardian, trustee, executor, admm1strator, rece1ver, 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 cond1l1ons conta1ned m th1s paragraph and Paragraph 29, Lessee may at any t1me execute and deliver to the 
owner of the soil and place of record a release or releases covenng any port1on or port1ons of the leased prem1ses, and thereby surrender this lease as 
to such port1on or port1ons, and be relieved of all subsequent obligations as to acreage surrendered If any part of this lease IS properly surrendered. the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage wh1ch was covered by th1s lease 
Immediately prior to such surrender, however, such release will not relieve Lessee of any liabilities which may have accrued under th1s lease pnor 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 ass1gnment or release must be 
recorded 1n the county where the land is situated, and the recorded mstrument, or a copy of the recorded mstrument cert1fied by the County Clerk of the 
county in wh1ch the instrument 1s recorded, must be fi led in the General Land Off1ce within 90 days of the last execution date accompamed by the 
prescribed fil ing fee If any such assignment 1s 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 pertammg to the lease of the above-described land have been Included 1n th1s Instrument 
mclud1ng the statement of the true consideration to be pa id for the execution of th1s lease and the nghts and dulles of the part1es Any collateral 
agreements concernmg the development of 011 and gas from the leased prem1ses wh1ch are not contained 1n this lease render th1s lease 1nvalld 

31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully d1sclose any facts affectmg the State's mterest m 
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 h1s personal1nterests 

32. FORFEITURE. If Lessee shall fall or refuse to make the payment of any sum withm th1rty days after 1t becomes due, or 1f Lessee or an 
authorized agent should know1ngly make any false return or false report concernmg production or dnlllng, or 1f lessee shall fa1l or refuse to dnll any 
offset well or wells m good faith as required by law and the rules and regulations adopted by the CommiSSioner of the General Land Office, or 1f Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Office, the School 
Land Board, or the Railroad Commission, or if Lessee should refuse the proper authonty access to the records perta1n1ng to operations, or 1f Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authonty, or knowmgly fall or refuse to furnish the General 
Land Off1ce a correct log of any well, or if Lessee shall knowingly v1olate any of the material provis1ons of th1s lease, or 1f th1s lease 1s ass1gned and the 
ass1gnment 1s not filed in the General Land Office as required by law. the rights acquired under th1s lease shall ~11bject to forfe1ture by lfll!"'Ct 

~ 
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CommiSSioner. and he shall forfeit same when suff1c1ent1y mformed of the facts wh1ch authonze a forfeiture , and when forfe1ted the area shall agam be 
subJect to lease under the terms of the Rehnqu1shment Act However noth1ng herem shall be construed as wa1v1ng the automatiC termmation of th1s 
lease by operat1on of law or by reason of any spec1al hm1tat1on ans1ng hereunder Forfeitures may be set as1de and th1s lease and all nghts thereunder 
remstated before the nghts of another 1ntervene upon satisfactory ev1dence to the Comm1ss1oner of the General Land Off1ce of future compliance w1th 
the prov1s1ons of the law and of th1s lease and the rules and regulations that may be adopted relative hereto 

33. LIEN In accordance w1th Texas Natural Resources Code 52 136. the State shall have a f1rst hen upon all 011 and gas produced from the 
area covered by th1s lease to secure payment of all unpa1d roya lty and other sums of money that may become due under th1s lease By acceptance of 
thiS lease Lessee grants the Stale. m add1t1on to the hen prov1ded by Texas Natural Resources Code 52 136 and any other applicable statutory hen an 
express contractual hen on and secunty mterest m all leased mmerals m and ex1racted from the leased prem1ses all proceeds wh1ch may accrue to 
Lessee from the sa le of such leased mmerals whether such proceeds are held by Lessee or by a th1rd party and all f1x1ures on and Improvements to the 
teased prem1ses used 1n connect1on w1th the product1on or processmg of such leased mmerals 1n order to secure the payment of all royalties or other 
amounts due or to become due under th1s tease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee s breach o f 
any covenant or conditiOn of th1s lease. whether express or 1mphed Th1s hen and secunty mterest may be foreclosed w1th or without court proceed1ngs m 
the manner prov1ded m the T1tle 1. Chap 9 of the Texas Busmess and Commerce Code Lessee agrees that the CommiSSioner may requ1re Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect th1s hen Lessee hereby represents that there 
are no pnor or supenor hens ansmg from and relating to Lessee's act1v1t1es upon the above-described property or from Lessees acqu1s1tlon of th1s lease 
Should the CommiSSioner at any t1me determine that th1s representation 1s not true. then the CommiSSioner may declare th1s lease forfeited as prov1ded 
herem 

34. POOLING. Lessee IS hereby granted the nght to pool or unitiZe the roya lty Interest of the owner of the soil under th1s lease w1th any other 
leasehold or mmeral mterest for the exploration. development and production of oil or gas or e1ther of them upon the same terms as shall be approved 
by the School Land Board and the Comm1ss1oner of the General Land Office for the pooling or umt1zmg of the mterest of the State under th1s lease 
pursuant to Texas Natural Resources Code 52 151 -52 154 The owner of the so1l agrees that the mclus1on of th1s prov1s1on m th1s lease sat1sf1es the 
execution requirements stated m Texas Natural Resources Code 52 152 

• •• •• : 35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the so1l, thetr off1cers, employees. partners 
• • agents. contractors . subcontractors. guests, mvitees. and the1r respective successors and ass1gns. of and from all and any act1ons and causes of achon 

• of every nature, or other harm. mclud1ng enwonmental harm, for wh1ch recovery of damages IS sought, mcludmg, but not hm1ted to, all losses and 
• • expenses wh1ch are caused by the act1v1t1es of Lessee, 1ts officers, employees, and agents ansmg out of, mc1dental to. or resultmg from. the operations 
: • • • . of or for Lessee on the leased premises hereunder. or that may anse out of or be occas1oned by Lessee's breach of any of the terms or proVISions of th1s 

Agreement, or by any other negligent or strictly liable act or omiss1on 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, the1r officers, employees and agents, their successors or ass1gns, against any 
and all claims. liabilities , losses, damages. actions, personal InJury (includmg death), costs and expenses, or other harm for wh1ch recovery of damages 
is sought, under any theory including tort, contract. or stnct liability. mclud1ng attorneys' fees and other legal expenses. mclud1ng those related to 
environmental hazards, on the leased premises or in any way related to Lessee's fa ilure to comply with any and all enwonmental laws; those ansing 
from or m any way related to Lessee's operations or any other of Lessee's activities on the leased prem1ses. those ansing from Lessee's use of the 
surface of the leased premises. and those that may anse out of or be occas1oned by Lessee's breach of any of the terms or prov1s1ons of th1s Agreement 
or any other act or omiSSIOn of Lessee. 1ts d1rectors. officers. employees. partners. agents, contractors , subcontractors. guests. mv1tees. and the1r 
respective successors and ass1gns Each ass1gnee of th1s Agreement. or an mterest therein, agrees to be liable for, exonerate. mdemmfy, defend and 
hold harmless the State of Texas and the owner of the so1l, the1r officers. employees, and agents m the same manner prov1ded above m connect1on w1th 
the act1v1hes of Lessee, 1ts 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 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 contammatlon or 
pollution of any environmental medium, mcludmg so1l, surface waters . groundwater, sed1ments, and surface or subsurface strata, amb1ent a1r or any 
other environmental med1um m, on, or under, the leased premtses, by any waste, pollutant. or contammant Lessee shall not bnng or perm1t to remam on 
the leased premtses any asbestos containing materials, exptos1ves. tox1c matenals, or substances regulated as hazardous wastes. hazardous matenals, 
hazardous substances (as the term "Hazardous Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U S.C. Sections 9601, et seq.), or tox1c substances under any federal, state, or local law or regulation ("Hazardous Matenals"). except 
ordmary products commonly used in connection with oil and gas exploration and development operations and stored 1n the usual manner and quant1t1es 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1 ) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON , UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UN DERTAKEN 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 prov1s1ons of Texas Natural Resources Code 52 171 through 52 190. commonly 
known as the Rellnqu1shment Act, and other applicable statutes and amendments thereto, and if any prov1s1on m th1s lease does not conform to these 
statutes. the statutes will prevail over any nonconforming tease provis1ons 

c 



• •••••• • • 
• •••••• • • 

• 
• •••••• • • 
• •••••• • • 

• 
•• • • • • •• 

1 

) 

38. EXECUTION. Th1s 011 and gas lease must be s1gned and acknowledged by the Lessee before 11 1s f1led of record 1n the county records and 
1n the General Land Off1ce of the State of Texas Once the f11ing requirements found 1n Paragraph 39 of th1s lease have been sat1sfied the effect1ve date 
of th1s lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Bus1ness and Commerce Code th1s lease must be f1led of record m the office of the 
County Clerk 1n any county 1n wh1ch all or any part of the leased prem1ses IS located and cert1f1ed cop1es thereof must be filed m the General Land 
Off1ce Th1s lease IS not effect1ve unt1l a cert1f1ed copy of th1s lease (which 1s made and certified by the County Clerk from h1s records) 1s f1led m the 
General Land Off1ce 1n accordance w1th Texas Natural Resources Code 52 183 Additionally th1s lease shall not be bmdmg upon the State unless 11 

rec1tes the actual and true consideration pa1d or prom1sed for execution of th1s lease The bonus due the State and the prescnbed f11ing fee shall 
accompany such cert1f1ed copy to the General Land Off1ce 

See Exh1b1ts A" and ·s· attached hereto 

LESSEE 

BY - ---------------

T1t1e ------------------

Date 6-13-201 1 

STATEr; ~ 
BY ) _ 

Individually and as agent for I eState of Texas 

j 

W ELDON SCOTI ARMSTRONG, JR., a/kla SCOTI ARMSTRONG. JR. REGINA ANNE A RMSTRONG 

Date __ 2.__;.3_~$-'""'--'--H--'--_./_J../ _ _ _ _ Date _ __:0=-t-! ..::..2.:....:J::..../L..:..I..:....I ______ _ 

Tru ond Correct 
c pyof 

1 n I ftled in 
R av s County 

Clerks Off1ce 
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STATE OF ______________ __ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ______________ __ 

BEFORE ME the unders1gned authonty on th1s day personally appeared------- - --------- ------­

known to me to be the person whose name IS subscnbed to the foregomg Instruments as -------------------- - --
of _ ___ ____________________ _______________ ___ 

and acknowledged to me that he 

executed the same for the purposes and cons1dera11on therem expressed. 10 the capac1ty stated and as the act and deed of sa1d corporat1on 

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

Notary Public 1n and for---------------

STATE OF _________________ _ (CORPORATION ACKNOWLEDGMENT) 

• • COUNTY OF--- ---- --
• 

• •••••• • • 
• •••••• • • 

BEFORE ME, the unders1gned authonty on th1s day personally appeared------------------ ----- ­

known to me to be the person whose name IS subscnbed to the forego1ng mstruments as-------------- ----------
of _____ _ ______________ ______ ________________ and acknowledged to me that he 

• executed the same for the purposes and consideration therein expressed, in the capac1ty stated, and as the act and deed of sa1d corporallon 
•• • • • • •• G1ven under my hand and seal of office this the ______ day of------ - --- 20 ____ . 

Notary Public 1n and for - ------- -------

STATEOF~T~E~XA~S _____________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTYOF=M=ID=~~ND=---------

BEFORE ME, the unders1gned authority, on this day personally appeared .,G"'E'"'O""R_,_G=E_,G::......:S"-T.:...:A-"L"'E=-Y_,__ _ ______________ _ 

known to me to be the persons whose names are subscribed to the foregomg 1nstrument. and acknowledged to me that they executed the same for the 

purposes and consideration there1n expressed. 

Given under my hand and seal of office this the 15TH dayof~JU~N~E~------------- 20_11 __ 

Notary Public 1n and for ---------------

STATEOF~TE~XA~S~----------- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTYOF~R:E~EV~E~S~---------

BEFORE ME, the undersigned authority, on this day personally appeared WELDON SCOTT ARMSTRONG. JR. alk.la SCOTT 

ARMSTRONG JR AND WIFE REGINA ANNE ARMSTRONG 

known to me to be the persons whose names are subscribed to the foregomg Instrument, and acknowledged to me that they executed the same for the 

purposes and consideration therein expressed. 

f'C/ 
G1ven under my hand and seal of office this the :tJ day of JUNE , 20_1_1 _ 

i Ui114~ LLkcl CECILIA WARD 
Notary Public, State ot Texas 

My Commission Expires 
November 30, 2011 
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EXHIBIT 'A' 

ATTACHED TO THAT CERTAIN OIL AND GAS LEASE DATED JUNE 15, 2011 , BY 
AND BETWEEN WELDON SCOTT ARMSTRONG, JR. , a/kla SCOTT ARMSTRONG , 
JR., AND WIFE, REGINA ANNE ARMSTRONG, AND AS AGENT FOR THE STATE 
OF TEXAS, LESSOR, AND GEORGE G. STALEY, LESSEE 

40. THIS LEASE IS A PAID UP LEASE AND NO RENTALS ARE DUE TO EITHER 
THE STATE OF TEXAS OR THE AGENT FOR THE STATE OF TEXAS . 

41 . CONTINUOUS DEVELOPMENT. Notwithstanding anything contained herein to 
the contrary at the end of the primary term, this lease will terminate as to all lands, 
except lands included in the maximum size proration units approved or allowed by the 
Railroad Commission of the State of Texas for each wel l from which oil and/or gas is 
being produced in paying quantities. However, if at the end of the primary term, Lessee 
has completed or is drilling at least one (1) well on the leased premises, this lease shall 
continue so long as Lessee *begins to drill (with diligence) a well within six (6) months 
after the end of the primary term, and begins thereafter to drill (with diligence), another 
well within each six (6) month interval after the end of the primary term as provided 
above, then this lease will terminate as to all lands included in a maximum size 
producing proration unit approved or allowed by the Railroad Commission of Texas, or 
as otherwise provided herein , of a well producing in paying quantities, and all depths to 
one hundred feet (1 00') below the base of the deepest producing horizon or the 
stratigraphic equivalent thereof as to each producing well. After the primary term, if the 
production of oil or gas as to any proration unit should cease, th is lease shall not 
terminate as to such proration unit if Lessee commences additional drilling , reworking or 
other operations to attempt to establish production of oil or gas in paying quantities 
without cessation of more than 60 days and in the event production of oil or gas is 
restored , for so long thereafter as oil or gas is produced from such proration unit in 
paying quantities. 

* "Begins to drill" is the time when there has been erected a derrick, a rig and 
machinery, other than a cable tool , capable of drilling to the total depth and the 
machinery is dril ling under power. As used in this lease, the term "producing in paying 
quantities" means that the receipts from the sale or other authorized commercial use of 
the substance(s) covered exceed out of pocket operational expenses for the six months 
last past. 
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General land Office 
Relinquishment Act l ease Form 
Revised , September 1997 

~usttn, \!rexas 
-=?c..v.ctv(J 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into th is """15=------ day of ,_JU"'-'-'N-=E~ ______ ,20_11 __ , between the State of Texas, acting 

• • by and through its agent, BRUCE E. BOWE AND LOUISE E. BOWE, TRUSTEES OF THE BRUCE E BOWE AND LOUISE E. BOWE REV. TRUST 
• • 
• ••• ~D~A~T~E~D~1~1-~1~4~-2~0~0~7------------------------------------------------

of 561 BUCKEYE CT. SANTA ROSA CA 95409 

(G1ve Permanent Address) 

said agent herein referred to as the owner of the soil (whether one or more), and _ _ _ G=E'-"0"-R,_,G""E'=--"G""._,S,_,T"'-A,_,L~E'-'Y'-----------------

of __ _..!P__,.-"'0"-. ,B-"'0:!-'X'-1,_,5,_,5""6"-'M"""-"ID::,LA=N,D"-'-'T'-"X'-7'--'9"-'7~0""2 __________________ ____ hereinafter called Lessee. 

(Give Permanent Address) 

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

WEST ONE-HALF ryiJ/2) OF SECTION 3. BLOCK 59. PUBLIC SCHOOL LAND SURVEY, INSOFAR AND ONLY INSOFAR AS IT COVERS ALL 
RIGHTS BELOW 14,875 FEET SUBSURFACE 

containing - --"'3=.20"'---- acres, more or less The bonus consideration paid for this lease is as follows: 

To the State of Texas: SIXTEEN THOUSAND and N0/1 00 DOLLARS 

Dollars ( $.!.16~0""00:!...._ ______ _ 

To the owner of the soil: SIXTEENTHOUSAND and N0/1 00 DOLLARS 

Dollars ($._,_16"""'0""00"'---------

Total bonus consideration: THIRTY TWO THOUSAND and N0/ 100 DOLLARS 

Dollars ($32 000.00 

The total bonus consideration paid represents a bonus of ,_F""O"'U"-R.!...!...!H-"'U"-'N"'D""R,_,E=-'D"---------------------------

----------------- Dollars ($__,4""00"'."'0""0 _ ___ ) per acre. on ,80"'.""0""0 ___ _ net acres. 



~ . \ . .... . 
3. DELAY RENTALS. ff-no wert rs commenced on ttl~ teased premrses orror"before"ne '1t-Yearfrom-th1s-dete t>lrs-ieese she·• term1r'a::e 

_ -.~ess ::- c · oe ore ~-tlC.\1 ann1versa ry date Lessee shall pay or tender to the owner of the so11 or to h1s cred1t rn tne ----------,,.-.;.._ __ _ 

--------------------"'--~~----------Bank. at / 
o· ,·s s"ccessors 1wh1cn shall con:ih~ '!S the deoos1tory regardless of changes rn the ownership of sa1d land). the amou~crtied below 1r additiOn 
_essee s"'a.• pay or tende· to tne COMMISSIQ.NER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS_.M-;(USTIN, TEXAS a hke sum on 
o· oe'ore sa1d date Payrren:s unde• thiS ::>a ra~rapQ, shal~ operate as a re•nal ana shall cover the pnv1lege o_!;!eterr.ng tne commencer1en: of a well fo· 
:~- e 1 yea· ror" sa1d date Payments unde: th.s para~raph shall be rn the follov.rng amounts _....---

To the owne• o' the so1' 
'-....... ~~ ' 

Oolla·s •S ___________ -' 

- o the State c f Texas 

Dolla·s s ,/· 
lo:a1 Delay Rental /_,. ~-............, 

• Dollars (S/ · ~ 
•: • • ~ : a d.e manner and upon like paym:nts or tenders annually the commencement of a well may be further deferred ~or s ssrve penods of one r 1 ...... -~- . • ye ar eacn dunng the pumdry term All payments or tenders of rental to the owner of the so1l may be made by check or s1ght raft.._of Lessee or any 

• ass.g.,ee of tn1s lease' and may be deuvered on or before the rental pay1ng date If the bank desrgnated rn th1s paragraph (or Its succe~~an~l should 
~ase to ex1st suspend ousrness liquidate fa1l or be succeeded by another bank or for any reason fail or refuse to accept rental. Lessee sf'lall..not be 

•: • • ~~ld m cefault for fa1lu:e to make such payments or tenders of renta l un~1 1 thirty (30) days after the owner of the so1l shall dehve• to Lessee a prO.,er 
-~::~dacfe mstrume:-~t n~Y.nmg eno:her bank-~ agent to recerve such payments or tenders 

•••••• • • 
• 4. PRODUCTION ROYALTIES. Uoon production of 011 and/or gas. Lessee agrees to pay or cause to be pa1d one-half (1/2) of the roya lty 

•. yov•oea to: 1n th1s lease to the Comm1ss•oner of the General Land Office of the State of Texas. at Aushn. Texas. and one-hal' (1 /2) of such royalty to the 
• • Nner of the so11 • • • (A) OIL. Royalty payable on oil. wh1ch 1s defined as Including a I hydrocarbons produced 1n a liquid form at the moutn of the we ll and also as 

a·; ccr densate. d istillate. and other hqu1d hydrocarbons recovered from 0 11 or gas run through a separator or other equ1pment. as herernafter provided 
s1a. ::;e 1/4 part of the gross production or the market value thereof. at the optiOn of the owner of the soil or the Commrss1oner of the General 
_anc Off1ce such value to be determrned by 1) the h1ghest posted price. pus premium. rt any. offered or paid for 011. condensate d istillate or other liquid 
:1yd·ocarbons respect1ve!y. of a hke type and grav1ty 1n the general area where produced and when run. or 2) the h1ghest market pnce thereof offered or 
;>a1d 1r 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 
a:-.y gas :>reduced from the leased prem1ses 1s sold. used or processed rn a p lant. 1t w ill be run free of cost to the royalty owners through an adequate 011 
and gas separator of conventional type. or other equ1pment at least as effic1ent. so that all liquid hydrocarbons recoverable from the gas by such means 
w ill be recovered The reqwement that suer gas be run through a separator or other equipment may be waived . 1n wntmg by the royalty owners upor' 
SL.Ct' terms and condrt1ons as they prescnbe 

(B) NON PROCESSED GAS. Royalty on any gas (mclud1ng flared gas) which 1s defined as all hydrocarbons and gaseous substances net 
defmed as 011 1n subparagraph {A ) above produced from any well on sa10 land (except as prov1ded herem w1th respect to gas processed 1r a plant fo · 
the e..:tract1on of gasoline . hqu1d hydrocarbons or other prOducts} shall be 1/4 part of the gross productiOn or the market va lue thereof at the 
oot1on of the owner of the soil or the CommiSSioner of the General Land Office. such value to be based on the h1ghest market pnce paid or offered for 
gas cf comparable quality rn the general area where produced and when run. or the gross pnce pa1d or offered to the producer whichever 1S the greate; 
prov1deo that the max1mum pressure case 1n measunng the gas under th1s lease shall not at any time exceed 14.65 pounds per square rnch aosolute 
a:1d t:1e standard base temperature shall be s1xty (60) degrees Fahrenheit correction to be made for pressure according to Boyle's Law. and for specrfic 
g•av1:y a.::cordmg to tests made by the Balance Method or by the most approved method of testing be1ng used by the industry at the t1me of testmg 

(C) PROCESSED GAS. Royalty on any gas processed m a gasoline plant or other plant for the recovery of gasoline or other 1iqu1d 
hydrocarbons shall be 1/4 part of the residue gas and the liqu1d hydrocarbons extracted or the market value thereof at the opuon of the owner 
of the so1l or the ComniSSioner of the General Land Office All royalt1es due herem shall be based on one hundred percent (100%) of the total plant 
prodL.CliOn of res1due gas attributable to gas produced from this lease. and on fifty percent (50%). or that percent accrurng to Lessee, whichever 1s the 
greate '. of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease: provided that rt liqu1d hydrocarbons are 
recovered from gas processed 1n a plant rn wh1ch Lessee (or its parent. subsidiary or affil1ate) owns an interest. then the percentage applicable to liquid 
hydrocar::>ans sha ll be fifty percent (50%) or the highest percent accru1ng to a third party processing gas through such plant under a processmg 
agreement negotiated at arm's length (or ifthere is no such third party. the highest percent then being specified rn processing agreements or contracts rn 
tre 1r.oustry) wh•cheve; IS the greater The respect1ve royalt ies on residue gas and on liquid hydrocarbons shall be determrned by 1) the h1ghest market 
pnce pa1d or offered for any gas (or hqu1d hydrocarbons) of comparable quality in the general area . or 2) the gross price pa1d or offered for such residue 
gas 1u' the we,ghted average gross selling pnce for the respect1ve grades of liquid hydrocarbons). whichever IS the greater In no even:. however. shall 
the roya1:1es payable under thiS paragraph be less than the roya1t1es wh1ch 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 (except~r-.g hqu1d 
hydrocaroons) whether sa id gas be ·casinghead: "dry · or any other gas, by fractionating. burning or any other process ing shall be 1/4 part of 
the gross product1on 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 determ1ned as follows 1) on the bas1s of the hrghest market price of each product for the same montr ;n wh1ch such product IS 
produced. or 2) on the bas1s of the average gross sale pnce of each product for the same month rn wh1ch such products are produced. whichever is the 
grea te· 

5. MINIMUM ROYA LTY. During any year after the expiration of the primary term of th1s lease, rt this lease is marntamed by production. the 
royalties pa1d under th1s lease in no event shall be less than an amount equal to the tota l annual delay rental herein prov1ded: otherw1se, there shall be 
due and payable on or before the last day of the month succeedrng the ann1versary date of this lease a sum equal to the total annual rental less the 
amoL.r.t of royalt1es pa1d dunng the precedrng year. If Paragraph 3 of th1s lease does not specify a delay rental amount. then for the f Ur;POSef

0
o -.t~lt'1Ct 

paragraph. the delay rental amount shall be one dolla r (S 1.00) per acre ,.~~or v _ ,.. 

~ • o ·~ al f ' d in 
:t R v s Co nty 

c~ Clerks 0 ce 



6. ROYALTY IN KIND. Notwtlhstandtng any other provtston •n lhts lease at any lime or from ttme to ttme the owner of the sotl or the 
Commtsstoner of the General Land Offtce may at the option of either upon not less than stxty (60) days nottce to the holder of the lease requ•re that the 
payment of any royalttes accrutng to such royalty owner under thts lease be made 1n ktnd The owner of the s01l s or the Commtsstoner of the General 
Land Offtce s nght to take •ts royalty 1n ktnd shall not dtmtntsh or negate the owner of the sotl s or the Commtss1oner of the General Land Off1ce s nghts 
or Lessee s obligations. whether express or 1mplied under th1s lease 

7. NO DEDUCTIONS. Lessee agrees that all royalttes accru tng under th1s lease (tncludtng those pa1d 1n ktnd) shall be wtthout deduction for 
the cost of producmg gathenng stonng . separaltng treattng dehydratmg compressmg processtng transporttng and otherwtse maktng the 011 gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalttes on the gross value rece1ved tncludmg any reimbursements 
for severance taxes and productiOn related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1s leases proport•onate share of any fuel 
used to process gas produced hereunder 1n any processtng plant Notw1thstand1ng any other provtston of th1s 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 prem1ses or for 
tnjectton mto any 011 or gas producmg format1on underlytng the leased premtses after the liqutd hydrocarbons contamed tn the gas have been removed 
no royalttes shall be payable on the recycled gas until 11 IS produced and sold or used by Lessee tn a manner whtch entttles the royalty owners to a 

• royalty under thts lease 
·:···z 

• 9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken tn ktnd shall be patd to the CommiSSIOner of the General Land Offtce at 
•! • •• ! Austtn , Texas. 1n the followtng manner 

• 
. Payment of royalty on productton of 011 and gas shall be as provtded tn the rules set forth tn the Texas Regtster Rules currently provtde that royalty on 011 

•: • • • : 1s due and must be rece1ved tn the General Land Office on or before the 5th day of the second month succeedtng the month of product ton and royalty 
. on gas IS due and must be rece1ved tn the General Land Offtce on or before the 15th day of the second month succeedtng the month of production 

•: • • • : accompanted by the affidavit of the owner, manager or other authonzed agent, completed tn thEt form and manner prescnbed by the General Land Offtce 
and showtng the gross amount and dtspostllon of all 011 and gas produced and the market value of the 011 and gas. together wtth a copy of all documents 
records or reports confirmtng the gross productton, dtsposttton and market value tncludtng gas meter readtngs, pipeline recetpts, gas line recetpts and 

: • • other checks or memoranda of amount produced and put tnto pipelines. tanks, or pools and gas lines or gas storage, and any other reports or records 
• • • •whtch the General Land Office may requ1re to venfy the gross productton, dtsposttton and market value In all cases the authonty of a manager or agent 

to act for the Lessee herem must be filed tn the General Land Offtce Each royalty payment shall be accompanted by a check stub, schedule, summary 
or other remittance advice showing by the ass1gned General Land Office lease number the amount of royalty being paid on each lease If Lessee pays 
h1s royalty on or before lh1rty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royally or S25 00, whichever IS 
greater A roya lty payment whtch IS over thtrty (30) days late shall accrue a penalty of 10% of the royalty due or $25 00 whtchever 1s greater In additiOn 
to a penalty, royalties shall accrue tnterest at a rate of 12% per year, such mteresl will begtn to accrue when the royalty IS Sixty (60) days overdue 
Affidavits and supportmg documents wh1ch are not filed when due shall tncur a penalty tn an amount set by the General Land Office admmtstrattve rule 
which 1s effecttve on the date when the affidavits or supportmg documents were due The Lessee shall bear all responsibility for paymg or caustng 
royalties to be pa1d as prescribed by the due date prov1ded herem. Payment of the delinquency penalty shall tn no way operate to prohtbtl the State's 
nght of forfeiture as prov1ded by law nor act to postpone the date on wh1ch royalt1es were ongtnally due The above penalty prov1stons shall not apply tn 
cases of title dispute as to the State's portion of the royalty or to that port ton of the royalty 1n dispute as to fa1r market value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furntsh the Commissioner of the General Land Offtce 
with its best posstble est1mate of 011 and gas reserves underlying this lease or allocable to th1s lease and shall furnish sa1d CommiSSioner wtlh cop1es of 
all contracts under whtch gas IS sold or processed and all subsequent agreements and amendments to such contracts w1lh1n thirty (30) days after 
entenng tnto or mak1ng such contracts, agreements or amendments. Such contracts and agreements when rece1ved by the General Land Office shall be 
held m confidence by the General Land Office unless otherw1se authonzed by Lessee All other contracts and records pertatntng to the productton, 
transportation, sale and marketing of the oil and gas produced on said prem1ses. 1ncludmg the books and accounts, receipts and discharges of all wells, 
tanks. pools, meters, and pipelines shall at all limes be subject to mspectton and exammat1on by the Commiss1oner of the General Land Office. the 
Attorney General, the Governor, or the representative of any of them 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells Such written not1ce to the General Land Offtce shall include cop1es of Railroad CommiSSIOn forms for application to dnll Coptes of we ll tests , 
completion reports and plugging reports shall be supplied to the General Land Office at the t1me they are filed w1th the Texas Railroad CommiSSIOn All 
applications, permtls, reports or other filings that reference thts lease or any spec1fic well on the leased prem1ses and that are submttted to the Texas 
Railroad Commiss1on or any other governmental agency shall include the word "State" m the title Add itionally, 1n accordance wtth Ratlroad Commtsston 
rules, any stgnage on the leased prem1ses for the purpose of tdentifymg wells. tank batteries or other assoc1ated Improvements to the land must also 
tnclude the word "State " Lessee shall supply the General Land Office w1th any records, memoranda, accounts, reports, cuttings and cores. or other 
mformat1on relative to the operatton of the above-descnbed premises, whtch may be requested by the General Land Offtce. m add1t1on to those here1n 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casmg to 
the total depth of well , of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office wtthm fifteen (15) days after the mak1ng of sa id survey 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matenals are not filed m the General Land Office when 
due The penalty for late filing shall be set by the General Land Office admtn1strat1ve rule which IS effect1ve on the date when the matenals were due 1n 
the General Land Office 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the primary term hereof and pnor to dtscovery and 
production of oil or gas on sa id land, Lessee should dnll a dry hole or holes thereon, or if dunng the primary term hereof and after the d1scovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, lh1s lease shall not termmate 1f on or 
before the expirat1on of sixty (60) days from date of completion of said dry hole or cessation of product1on Lessee commences addtllonal dnlhng or 
reworkmg operattons thereon, or pays or tenders the next annual delay rental in the same manner as provided 1n th1s lease If. dunng the last year of the 
pnmary term or w1thm s1xty (60) days prior thereto, a dry hole be completed and abandoned, or the product1on of 011 or gas should cease for any cause 
Lessee's nghts shall rema1n in full force and effect without further operations unltl the exptratton of the primary term, aJl.:d.:_tf Lessee has [\OIJE@.an.aO:::t 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conductiryg1 &8it\ona l drilling or reworl<mg 



operations' pursuant to Paragraph 13 usrng the exp1rat1on of the pnmary term as the date of cessation of product1on under Paragraph 13 Should the first 
well or any subsequent well dnlled on the above descnbed land be completed as a shut-In 011 or gas well w1thrn the pnmary term hereof Lessee may 
resume payment of the annual rental rn the same manner as prov1ded herem on or before the rental payrng date followrng the exp1rat1on of s1xty (60 
days from the date of completion of such shut-m 011 or gas well and upon the fa ilure to make such payment th1s lease shall1pso facto termmate If at the 
exp1rat1on of the pnmary term or any t1me thereafter a shut-In 011 or gas well 1s located on the leased prem1ses payments may be made m accordance 
w1th the shut-rn prov1s1ons hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the exp1rat1on of the pnmary term ne1ther 011 nor gas IS bemg 
produced on sa1d land. but Lessee IS then engaged 1n dnlling or reworkmg operations thereon th1s lease shall remam 1n force so long as operatiOns on 
sa1d well or for dnlling or reworkmg of any additional wells are prosecuted m good fa1th and m workmanlike manner w1thout mterrupt1ons tota ling more 
than s1xty (60) days dunng any one such operation and 1f they result 1n the production of 011 and/or gas. so long thereafter as 0 11 and/or gas IS produced 
m paymg quant1t1es from sa1d land or payment of shut·m 011 or gas well royalties or compensatory roya1t1es 1s made as prov1ded m thiS lease 

13. CESSATION, DRILLING, AND REWORKING. If after the exp1rat1on of the pnmary term product•on of 011 or gas from the leased 
prem1ses after once obtamed. should cease from any cause. th1s lease shall not termrnate 1f Lessee commences add1t1onal dnlling or reworkmg 
operations w1th1n s1xty (60) days after such cessation. and th1s lease shall remam 1n full force and effect for so long as such operat1ons contmue m good 

• fa1th and m workmanlike manner Without mterruptlons totaling more than s1xty (60) days If such dnlling or reworkmg operat•ons result m the product•on •: •• •z of 011 or gas. the lease shall rema1n 1n full force and effect for so long as 011 or gas IS produced from the leased prem1ses 1n pay1ng quant1t1es or payment 
• of shut·m 011 or gas well royalt ies or payment of compensatory royalties 1s made as prov•ded herem or as prov•ded by law If the dnlling or reworkmg 

•: • ••: operat1ons result m the completion of a well as a dry hole. the lease w111 not termmate 1f the Lessee commences add1t1onal dnlling or reworkmg 
• operat•ons w1thm s1xty (60) days after the completion of the well as a dry hole. and th1s lease shall remam 1n effect so long as Lessee continues dnlling or 

• rework1ng operations m good fa1th and m a workmanlike manner Without mterrupt1ons totaling more than s1xty (60) days Lessee shall g1ve wntten notice 
•: • • •: to the General Land Office w1thm th1rty (30) days of any cessat1on of production 

• •: • ••: 14. SHUT-IN ROYAL TIES. For purposes of th1s paragraph. ·well" means any well that has been ass1gned a well number by the state agency 

• hav1ng Junsdlctlon over the production of oil and gas If. at any time after the exp1rat1on of the pnmary term of a lease that, unt1l bemg shut m was bemg 
mamtamed m force and effect. a well capable of producrng 011 or gas m paymg quantities IS located on the leased prem1ses. but oil or gas 1s not bemg 

: • • produced for lack of su1table production facilit ies or lack of a su1table market. then Lessee may pay as a shut-m 011 or gas royalty an amount equal to 
• • • • double the annual rental prov1ded m the lease, but not less than S1,200 a year for each well capable of producmg 011 or gas 1n paymg quantities If 

Paragraph 3 of th1s 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 To be effect1ve, each mitial shut-m oil or gas royalty must be paid on or before· (1) the exp1rat1on of the pnmary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises. or (3) 60 days after Lessee completes a drilling or reworkmg operation 1n accordance 
with the lease provisions, whichever date is latest. Such payment shall be made one-half (1/2) to the CommiSSioner of the General Land Office and one­
half (1/2) to the owner of the soil If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producmg lease and the payment shall 
extend the term of the lease for a period of one year from the end of the pnmary term, or from the first day of the month follow1ng the month m wh1ch 
production ceased, and, after that. 1f no suitable production facilit ies or suitable market for the oil or gas ex1sts, Lessee may extend the lease for four 
more success1ve penods of one (1) year by paying the same amount each year on or before the expiration of each shut-1n year 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-1n 011 or gas royalty, oil or gas IS 
sold and delivered 1n pay1ng quantities from a well located withm one thousand (1,000) feet of the leased prem1ses and completed m the same produc1ng 
reservo1r, or m any case 1n wh1ch dramage 1s occurnng, the nght to contmue to mamtam the lease by paymg the shut-tfT'OII or gas royalty shall cease. but 
the lease shall rema1n effective for the remamder of the year for wh1ch the royalty has been paid The Lessee may mamtain the lease for four more 
success1ve years by Lessee paymg compensatory royalty at the royalty rate prov1ded m the lease of the market value of production from the well causmg 
the dramage or wh1ch IS completed m the same producmg reservoir and w1thm one thousand (1,000) feet of the leased prem1ses The compensatory 
roya lty 1s to be pa1d monthly, one-half (1/2) to the CommiSSioner of the General Land Office and one-half (1/2) to the owner of the so1l, begmmng on or 
before the last day of the month following the month in wh ich the oil or gas is produced from the well caus1ng the dramage or that 1s completed m the 
same producmg reservoir and located within one thousand (1,000) feet of the leased prem1ses If the compensatory royalty pa1d m any 12-month penod 
is an amount less than the annual shut-m oil or gas royalty, Lessee shall pay an amount equal to the d1fference w1thm th1rty (30) days from the end of the 
12-month penod Compensatory royalty payments which are not timely pa1d will accrue penalty and mterest 1n accordance w1th Paragraph 9 of th1s 
lease None of these proviSions w 111 relieve Lessee of the obligat1on of reasonable development nor the obligation to dnll offset wells as prov1ded m 
Texas Natural Resources Code 52 173: however. at the determmatlon of the CommiSSIOner, and with the CommiSSioner's wntten approval. the payment 
of compensatory royalties can satisfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notwithstandmg any provision of this lease to the contrary, after a well producing or capable of producing 011 or 
gas has been completed on the leased premises, Lessee shall exerc1se the diligence of a reasonably prudent operator m dnlling such add1t1onal well or 
wells as may be reasonably necessary for the proper development of the leased prem1ses and 1n marketmg the product1on thereon 

(A) VERTICAL. In the event this lease is m force and effect two (2) years after the expiration date of the primary or extended term 11 shall then 
termmate as to all of the leased premises, EXCEPT (1 ) 40 acres surroundmg each oil well capable of producmg 1n pay1ng quant1t1es and 320 acres 
surroundmg each gas well capable of producing m paymg quant1t1es (mcludmg a shut-in oil or gas well as prov1ded m Paragraph 14 hereof). or a well 
upon wh1ch Lessee is then engaged m continuous drilling or reworkmg operat1ons, or (2) the number of acres mcluded m a produc1ng pooled un1t 
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 product1on 
purposes to a proration unit for each such producmg well under the rules and regulations of the Ra1lroad Commass1on of Texas. or any successor 
agency, or other governmental authority having junsdact1on. If at any tame after the effect1ve date of the pa rt1al termmataon prov1s1ons hereof, the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage IS thereafter allocated to sa1d well or wells for 
production purposes, th1s lease shall thereupon termmate as to all acreage not thereafter allocated to saad well or wells for productaon purposes 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless contmue to have the right of mgress 
to and egress from the lands still subject to thas lease for all purposes described in Paragraph 1 hereof, together w1th easements and nghts-of-way for 
ex1st1ng roads, ex1stmg pipelines and other ex1sllng faciht1es on. over and across all the lands described m Paragraph 1 hereof ("the retamed lands"). for 
access to and from the reta1ned lands and for the gathering or transportation of 011, gas and other minerals produced from the reta1ned lands 
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(B) HORIZONTAL. In the event th1s lease IS 1n force and effect two (2) years after the exp1ratton date of the pnmary or extended term 1t sha ll 
further termmate as to all depths below 100 feet below the total depth dnlled (heremafter "deeper depths") '" each well located on acreage retamed 1n 
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 (1/2) of the 
bonus ong1nally pa1d as consideration for th1s lease (as spec1f1ed on page 1 hereof) If such amount IS pa1d , th1s lease shall be 1n force and effect as to 
such deeper depths. and sa1d term1nat1on shall be delayed for an additional penod of two (2) years and so long thereafter as 011 or gas 1s produced 1n 
paymg quant1t1es from such deeper depths covered by th1s lease 

(C) IDENTIFICATION AND FILING. The surface acreage retamed hereunder as to each well shall. as nearly as practical. be'" the form of a 
square w1th the well located tn the center thereof. or such other shape as may be approved by the CommiSSioner of the General Land Office Wllhtn 
th1rty (30) days after part1al term1nat1on of th1s lease as prov1ded here1n . Lessee shall execute and record a release or releases conta1nmg a satisfactory 
legal descnptlon of the acreage and/or depths not retained hereunder The recorded release, or a cert1f1ed copy of same. shall be f1led m the General 
Land Off1ce. accompanied by the fihng fee prescnbed by the General Land Office rules tn effect on the date the release 1s f1led If Lessee falls or refuses 
to execute and record such release or releases w1th1n nmety (90) days after bemg requested to do so by the General Land Off1ce then the 
CommiSSioner at h1s sole d1scret1on may des1gnate by wntten mstrument the acreage and/or depths to be released hereunder and record such 
mstrument at Lessee's expense 1n the county or counties where the lease IS located and 1n the off1c1al records of the General Land Off1ce and such 
des1gnat1on shall be bmdmg upon Lessee for all purposes 

•: •• • i 17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalt1es pa1d. or to be paid. under th1s lease shall relieve Lessee of h1s obhgalion 
to protect the 011 and gas under the above-descnbed land from be1ng dratned Lessee sublessee. rece1ver or other agent 1n control of the leased 

• • ••• : prem1ses shall dnll as many wells as the facts may just1fy and shall use appropnate means and dnll to a depth necessary to prevent undue dramage of • • 011 and gas from the leased prem1ses In add1t1on, 1f oil and/or gas should be produced '" commerc1al quant1t1es w1thtn 1.000 feet of the leased prem1ses 
• or tn any case where the leased prem1ses 1s betng dramed by product1on of 011 or gas, the Lessee, sublessee. rece1ver or other agent m control of the 

• •••• : leased prem1ses shall '" good fa1th beg1n the drilhng of a well or wells upon the leased prem1ses w1th1n 100 days after the dram1ng well or wells or the 
• •well or wells completed within 1 ,000 feet of the leased prem1ses start produc1ng tn commercial quant1t1es and shall prosecute such dnllmg w1th d1hgence 

••. •• : Failure to satisfy the statutory offset obhgat1on may subJeCt th1s lease and the owner of the so1l 's agency nghts to forfeiture Only upon the determmatlon 
• •or the Commissioner of the General Land Office and w1th h1s written approva l may the payment of compensatory royalty under applicable statutory 

parameters satisfy the obligat1on to drill an offset well or wells requ1red under th1s paragraph 
•• • • 
• ••• 18. FORCE MAJEURE. If, after a good fatth effort, Lessee is prevented from complytng w1th any express or 1mphed covenant of th1s lease, 

from conducting drilling operations on the leased premises, or from producing oil or gas from the leased prem1ses by reason of war, rebellion, nets, 
strikes, acts of God, or any valid order, rule or regulation of government authonty, then while so prevented, Lessee's obhgatton to comply w1th such 
covenant shall be suspended and Lessee shall not be liable for damages for fai lure to comply with such covenants. add1t1onally, this lease shall be 
extended while Lessee IS prevented, by any such cause, from conducting drilhng and reworking operations or from producing o il or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals tn order to maintain th1s lease 1n effect during the pnmary term 
in the absence of such drilhng or reworking operations or product1on of oil or gas 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend t1tle to the leased prem1ses If the owner of the so11 defaults 
in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

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 herem, then the royalties and rental herein provided to be pa1d to the owner of the soil shall 
be paid to him in the proportion wh1ch his mterest bears to the entire undivided surface estate and the royalt1es and rental herem prov1ded to be pa1d to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced However, before Lessee adJusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual Interest 
owned by the owner of the soil. The CommiSSioner of the General Land Office shall be paid the value of the whole production allocable to any und1v1ded 
mterest not covered by a lease, less the proportionate development and production cost allocable to such und1vided mterest However, tn no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the und1vided interest not leased an amount less 
than the value of one-sixteenth (1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is mcluded withtn the boundanes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52 151-52.154, or if. at any time after the expiration of the primary term or the extended term, th1s lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced accordmg to the number of acres pooled. released. 
surrendered, or otherwise severed, so that payments determined on a per acre bas1s under the terms of th1s lease dunng the pnmary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled un1t, or, 1f after the exp1ration of the pnmary term, the number of acres 
actually reta1ned and covered by this lease 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under th1s lease except water 
from wells or tanks of the owner of the soil: provided, however, Lessee shall not use potable water or water suitable for hvestock or irngat1on purposes 
for waterflood operat1ons without the prior consent of the owner of the so11. 

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

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipehnes 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 sa id prem1ses Without 
the written consent of the owner of the soil 
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25. POLLUTION. In developmg th1s area Lessee shall use the h1ghest degree of care and all proper safeguards to prevent pollution Without 
lim1t1ng the forego1ng pollut1on of coastal wetlands natura l waterways nvers and Impounded water shall be prevented by the use of contamment 
fac11it1es suff1c1ent to prevent spillage seepage or ground water contammalion In the event of pollution. Lessee shall use all means at 1ts d1sposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate propert1es Lessee shall bu1ld and 
mamtam fences around Its slush. sump and dra1nage p1ts and tank battenes so as to protect livestock agamst loss damage or InJury and upon 
completion or abandonment of any well or wells Lessee shall fi ll and level all slush p1ts and cellars and completely clean up the dnlling s1te of all rubb1sh 
thereon Lessee shall wh1le conducting operations on the leased prem1ses keep sa1d prem1ses free of all rubbish cans bottles paper cups or garbage 
and upon completion of operations shall restore the surface of the land to as near 1ts ongrnal cond1t1on and contours as IS practicable Tanks and 
equ1pment w1ll be kept pamted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to limitations m th1s paragraph, Lessee shall have the nght to remove machmery and fixtures placed 
by Lessee on the leased prem1ses. rncludrng the nght to draw and remove casmg w1thrn one hundred twenty ( 120) days after the exp1ratron or the 
termmat1on of thiS lease unless the owner of the so1l grants Lessee an extensron of th1s 120-day penod However Lessee may not remove casmg from 
any well capable of producmg 011 and gas m paymg quantrtres Add1tronally Lessee may not draw and remove casmg unt1l after thmy (30) days wrrtten 
not1ce to the Commrssroner of the General Land Offrce and to the owner of the sorl The owner of the sorl shall become the owner of any machrnery 
fixtures or casmg whrch are not trmely removed by Lessee under the terms of th1s paragraph 

•:•••1 27. (A) ASSIGNMENTS. Under the condrtrons conta1ned rn thrs paragraph and Paragraph 29 of thrs lease. the nghts and estates of e1ther 
. party to thrs lease may be assrgned. 1n whole or rn part. and the provrsrons of th1s lease shall extend to and be brndrng upon therr herrs devrsees legal 

•: ••• : representatives . successors and assrgns However. a change or d1vrs1on rn ownershrp of the land, rentals or roya lt1es wrll not enlarge the obligatrons of 
Lessee d1m1n1sh the nghts, pnv1leges and estates of Lessee, 1mpa1r the effect1veness of any payment made by Lessee or 1mpa1r the effectiveness of any 

• act performed by Lessee And no change or diVISion m ownership of the land rentals. or royalties shall bmd Lessee for any purpose until th1rty (30) days 
• • • • • !afte r the owner of the so1l (or h1s he1rs, dev1sees. legal representatives or ass1gns) furn1shes the Lessee w1th satisfactory wntten evrdence of the change 

• •,n ownership mclud1ng the ongmal recorded mun1ments of t1tle (or a cert1fied copy of such ongmal) when the ownership changed because of a 
•• • • • :Conveyance A total or part1al ass1gnment of th1s lease shall, to the extent of the mterest ass1gned. relieve and discharge Lessee of all subsequent 

• •obligations under th1s lease If th1s lease 1s ass1gned 1n 1ts ent1rety as to only part of the acreage the nght and option to pay renta ls shall be apportioned 
• as between the several owners ratably, accordmg to the area of each, and failure by one or more of them to pay h1s share of the rental shall not affect 

: •. th1s lease on the part of the land upon wh1ch pro rata rentals are timely pa1d or tendered, however. 1f the ass1gnor or ass1gnee does not fi le a certified 
• • • 'topy of such ass1gnment m the General Land Office before the next rental paymg date, the entire lease shall term mate for failure to pay the ent1re 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 
origmallessee or any pnor ass1gnee of the lease. mcludmg any liabilities to the State for unpa1d royalt1es 

(B) ASSIGNMENT LIMITATION. Notwithstanding any prov1sion in Paragraph 27(a), if the owner of the so1l acqwes this lease m whole or m 
part by ass1gnment without the prior written approval of the CommiSSIOner of the General Land Office, th1s lease IS vo1d as of the t1me of assignment and 
the agency power of the owner may be forfeited by the CommiSSioner An ass1gnment will be treated as 1f 11 were made to the owner of the so1l 1f the 
ass1gnee IS 

(1) a nominee of the owner of the so1l, 
(2) a corporation or subsidiary m wh1ch the owner of the soil is a principal stockholder or IS an employee of such a corporation or subs1d1ary, 
(3) a partnership 1n which the owner of the soil is a partner or is an employee of such a partnership, 
(4) a princ1pal stockholder or employee of the corporation wh1ch IS the owner of the soil, 
(5) a partner or employee 1n a partnership wh1ch IS the owner of the so1l, 
(6) a fiduc1ary for the owner of the soil, includmg but not lim1ted to a guardian, trustee, executor, administrator, rece1ver. 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 so1l by marnage, blood, or adopt•on 

28. RELEASES. Under the conditions contained m th1s paragraph and Paragraph 29, Lessee may at any t1me execute and deliver to the 
owner of the soil and place of record a release or releases covenng any port1on or port•ons of the leased prem1ses, and thereby surrender th1s lease as 
to such port1on or port•ons, and be relieved of all subsequent obligations as to acreage surrendered If any part of th1s 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 wh1ch was covered by th1s lease 
•mmed•ately pnor to such surrender; however, such release w111 not relieve Lessee of any liabilities wh1ch may have accrued under th1s lease pnor to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
recorded 1n the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county in wh1ch the mstrument is recorded, must be filed in the General Land Off1ce within 90 days of the last execution date accompamed by the 
prescribed filing fee If any such assignment IS not so filed, the nghts acqwed under th1s lease shall be subject to forfe1ture at the option of the 
CommiSSIOner of the General Land Office 

30. DISCLOSURE CLAUSE. All provisions pertammg to the lease of the above-described land have been mcluded m th1s mstrument, 
mcludmg the statement of the true consideration to be paid for the execution of this lease and the nghts and dut1es of the part1es Any collateral 
agreements concernmg the development of oil and gas from the leased premises which are not contained m this lease render th1s lease Invalid 

31 . FIDUCIARY DUTY. The owner of the so1l owes the State a fiduciary duty and must fully d1sclose any facts affecting the State's mterest m 
the leased prem1ses When the mterests of the owner of the soil confi•ct w1th those of the State, the owner of the so1l 1s obligated to put the State's 
mterests before h1s personal mterests 

32. FORFEITURE. If Lessee shall fa il or refuse to make the payment of any sum within thirty days after it becomes due. or 1f Lessee or an 
authorized agent should knowingly make any false return or false report concerning production or drilling, or if Lessee shall fa1l or refuse to dnll any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the CommiSSIOner of the General Land Office, or 1f Lessee 
should fall to file reports m the manner required by law or fa11 to comply w1th rules and regulat•ons promulgated by the General Land Off1ce. the School 
Land Board, or the Railroad Comm•ss1on. or if Lessee should refuse the proper authonty access to the records perta 1n1ng to operations. or 1f Lessee or 
an authonzed agent should knowingly fail or refuse to give correct information to the proper authonty, or knowmgly fa 1l or refuse to furn1sh the General 
Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material provisions of this lease, or 1f this lea!le-•s ass~g.{1e i'J a11d ¢He 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease ~.llaJ I be subject to forfeiture by the 



Commtsstoner. and he shall forfett same when sufftctently tnformed of the facts whtch authonze a forfetture . and when forfetted the area shall agam be 
subject to lease under the terms of the Relmqutshment Act However nothmg herem shall be construed as wa tvmg the automatic termmatlon of thts 
lease by operatton of law or by reason of any spectal hmttatton ansmg hereunder Forfettures may be set astde and thts lease and all nghts thereunder 
remstated before the nghts of another mtervene upon satisfactory evtdence to the Commtsstoner of the General Land Offtce of future compliance wtth 
the provtstons of the law and of thts lease and the rules and regulattons that may be adopted relative hereto 

33. LIEN. In accordance wtth Texas Natural Resources Code 52 t 36. the State shall have a f~rst hen upon all 011 and gas produced from the 
area covered by thts lease to secure payment of all unpatd royalty and other sums of money that may become due under thts lease By acceptance of 
thts lease Lessee grants the State m add ttton to the hen provtded by Texas Natura l Resources Code 52 136 and any other applicable statutory hen an 
express contractual hen on and secunty mterest m all leased mmerals m and extracted from the leased premtses all proceeds whtch may accrue to 
Lessee from the sale of such leased mtnerals, whether such proceeds are held by Lessee or by a third party and all ftxtures on and Improvements to the 
leased premtses used m connectton wtth the productton or processtng of such leased mmerals m order to secure the payment of all royalttes or other 
amounts due or to become due under thts lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessees breach of 
any covenant or condttton of thts lease whether express or tmphed Thts hen and secunty mterest may be foreclosed wtth or without coun proceedmgs m 
the manner provtded m the T ttle 1. Chap 9 of the Texas Busmess and Commerce Code Lessee agrees that the Commtsstoner may reqwe Lessee to 
execute and record such tnstruments as may be reasonably necessary to acknowledge attach or perfect thts hen Lessee hereby represents that there 

• • • • • •are no pnor or supenor hens ansmg from and relating to Lessees actiVIties upon the above-descnbed property or from Lessees acqutsttton of thts lease 
• l should the Commtsstoner at any ttme determme that thts representatton ts not true then the Commtsstoner may declare thts lease forfetted as provtded 

•herem 
•• ••• • • • 

• 34. POOLING. Lessee ts hereby granted the nght to pool or unittze the royalty mterest of the owner of the sot I under thts lease wtth any other 
.leasehold or mmeral tnterest for the exploratton, development and production of otl or gas or etther of them upon the same terms as shall be approved 

•: • • • ~y the School Land Board and the Commtsstoner of the General Land Office for the pooling or unittzmg of the mterest of the State under thts lease 
.pursuant to Texas Natural Resources Code 52 151-52 154 The owner of the sotl agrees that the mcluston of thts provtston tn thts lease sattsftes the 

•: .. • ~xecutton reqUirements stated m Texas Natural Resources Code 52 152 

• 
• • 35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the sotl, the ir officers. employees, partners 
: •. • _agents, contractors. subcontractors, guests. tnvttees. and their respecttve successors and asstgns, of and from all and any actions and causes of action 

of every nature, or other harm, tncludtng enwonmental harm, for whtch recovery of damages tS sought, mcludmg but not hmtted to, all losses and 
expenses which are caused by the activities of Lessee, tts officers, employees, and agents ansmg out of, mctdental to, or resulting from, the operattons 
of or for Lessee on the leased premises hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or provtstons of thts 
Agreement, or by any other negl igent or stnctly liable act or omtsston of Lessee Further, Lessee hereby agrees to be liable for, exonerate, mdemntfy, 
defend and hold harmless the State of Texas and the owner of the sotl, thetr officers, employees and agents, their successors or asstgns, against any 
and all clatms, habthttes, losses, damages, acttons, personal Injury (includmg death), costs and expenses, or other harm for whtch recovery of damages 
is sought, under any theory including tort, contract, or stnct liability, mcluding attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws, those ansmg 
from or m any way related to Lessee's operattons or any other of Lessee's activities on the leased premtses, those ansmg from Lessee's use of the 
surface of the leased premises, and those that may arise out of or be occastoned by Lessee's breach of any of the terms or provtstons of thts Agreement 
or any other act or omission of Lessee, its directors, officers, employees. partners, agents, contractors, subcontractors, guests, tnvttees, and their 
respective successors and assigns Each asstgnee of thts Agreement, or an interest theretn , agrees to be liable for, exonerate , mdemnify, defend and 
hold harmless the State of Texas and the owner of the sotl, the~r officers, employees, and agents m the same manner provtded above tn connection wtth 
the acttvt!les of Lessee, tis 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 TH E 
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 htghest degree of care and all reasonable safeguards to prevent contaminatton or 
pollu!lon of any environmental medtum, includtng soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambtent a~r or any 
other environmental medtum m, on, or under, the leased premtses, by any waste, pollutant, or contammant Lessee shall not bnng or permtt to rematn on 
the leased premises any asbestos contaimng matenals. explostves, toxtc materials, or substances regulated as hazardous wastes, hazardous matenals. 
hazardous substances (as the term "Hazardous Substance" ts defined m the Comprehenstve Environmental Response, Compensation and Ltabthty Act 
(CERCLA). 42 USC Sections 9601 , et seq.), or toxic substances under any federal. state, or loca l law or regulatton ("Hazardous Matenals"), except 
ordinary products commonly used 1n connection with oil and gas exploration and development operations and stored in the usual manner and quantttles 
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 AN Y 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52 171 through 52 190. commonly 
known as the RelinqUishment Act, and other applicable statutes and amendments thereto, and 1f any prov1s1on m th1s lease does not conform to these 
statutes. the statutes w111 prevail over any nonconforming lease provisions 
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38. EXECUTION. Th1s 011 and gas lease must be s1gned and acknowledged by the Lessee before 1t IS f1led of record 1n the county records and 
m the General Land Off1ce of the State of Texas Once the fllmg requ1rements found 1n Paragraph 39 of th1s lease have been sat1sf1ed the effective date 
of th1s lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busmess and Commerce Code th1s lease must be filed of record m the off1ce of the 
County Clerk m any county m wh1ch all or any part of the leased prem1ses IS located. and cert1f1ed cop1es thereof must be f1 led 1n the General La nd 
Off1ce Th1s lease 1s not effect1ve until a cert1f1ed copy of th1s lease (wh1ch 1s made and cert1f1ed by the County Clerk from h1s records) 1s f1led m the 
General Land Off1ce m accordance with Texas Natural Resources Code 52 183 Add itionally th1s lease shall not be b1nd1ng upon the State unless 1t 
rec1tes the actual and true consideration pa1d or prom1sed for execut1on of th1s lease The bonus due the State and the prescnbed fi ling fee shall 
accompany such cert1f1ed copy to the General Land Office 

See Exh1b1ts "A" and "B'' attached hereto 

LESSEE 

BY 

Title ------ ------------ -

Date 6-13-2011 

BRUCE E. BOWE 
Trustee of the Bruce E. Bowe And Louise E. Bowe Rev. Trust, 
Dated 11 -14-07 

STATE OF TEXAS (l ,t/2 

/sv-~U~1U~ 
l~id\Jiliarlda5a9ef1t for the State of Texas 

LOUISE E. BOWE 
Trustee of the Bruce E. Bowe And Louise E Bowe Rev Trust. 
Dated 11-14-07 

j Date C' 2 7 f I (; ' J7 · 11 
-1 Date--------------- -

True and Correct 
copy of 

1 f d m 
v s Co nty 

Clerks Off1ce 
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STATE OF ________________ __ 
(CORPORATION ACKNOWLEDGMENT) 

COUNTY OF ______________ __ 

BEFORE ME the unders1gned authonty on th1s day personally appeared ------------ - --- --------­

known to me to be the person whose name IS subscnbed to the forego1ng mstruments as --------- ----- ----------
of ________________________________________________________________________ _ 

and acknowledged to me that he 

executed the same for the purposes and cons1derat1on therem expressed 1n the capac1ty stated. and as the act and deed of sa1d corporat1on 

G1ven under my hand and seal of off1ce th1s the _ ____ day of ---------- 20 __ __ 

Notary Public m and for --------------- -
• •••••• • • 

• STATE OF ----------------- (CORPORATION ACKNOWLEDGMENT) . 
•••••• 

• <:OUNTY OF----------------
• •••••• • • BEFORE ME. the unders1gned authonty. on this day personally appeared ---------- - - - -----------

known to me to be the person whose name IS subscribed to the foregoing mstruments as -------- ----- -------- ---
•• 
: • • • SJf and acknowledged to me that he 

executed the same for the purposes and consideration therem expressed. m the capac1ty stated, and as the act and deed of sa1d corporation 

G1ven under my hand and seal of office th1s the _____ day of----------- 20 __ 

Notary Public m and for - ------------- -

STATEOF __ T~E~XA~S~---------- (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTYOF~M~ID~LA~N~D ________ _ 

BEFORE ME, the unders1gned authonty. on th1s day personally appeared ~G!,!,E~O.!.!R~G~E~G~S~T!..!A~L!:!E=-Y.!..._ _ ______________ _ 

• 
known to me to be the persons whose names are subscribed to the forego1ng mstrument, and acknowledged to me that they executed the same for the 

purposes and consideration therem expressed 

G1ven under my hand and seal of off1ce th1s the 15TH day of ~JU~N~E=-------------- 20_11_ 

Notary Public m and for -------------- - -

STATE OF CALIFORNIA (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF~S~O~N~O~M~A~-------

BEFORE ME. the undersigned authonty, on this day personally appeared BRUCE E BOWE AND LOUISE E BOWE, IN THE CAPACITY 

HEREIN STATED 

known to me to be the persons whose names are subscnbed to the foregomg mstrument. and acknowledged to me that they executed the same for the 

purposes and consideration therem expressed 

21-f.b. da 
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EXHIBIT 'A' 

ATIACHED TO THAT CERTAIN OIL AND GAS LEASE DATED JUNE 15 2011 BY 
I 0 

AND BE1WEEN BRUCE E. BOWE AND LOUISE E. BOWE, TRUSTEES OF THE 
BRUCE E. BOWE AND LOUISE E. BOWE REV. TRUST , ASSIGNOR AND GEORGE 
G. STALEY, LESSEE 

40. THIS LEASE IS A PAID UP LEASE AND NO RENTALS ARE DUE TO EITHER 
THE STATE OF TEXAS OR THE AGENT FOR THE STATE OF TEXAS . 

41. CONTINUOUS DEVELOPMENT. Notwithstanding anything contained herein to 
the contrary at the end of the primary term, th is lease wi ll terminate as to all lands, 
except lands included in the maximum size proration units approved or allowed by the 
Railroad Commission of the State of Texas for each well from which oil and/or gas is 
being produced in paying quantities. However, if at the end of the primary term, Lessee 
has completed or is drilling at least one (1) well on the leased premises, this lease shall 
continue so long as Lessee begins to drill (with diligence) a well within six (6) months 
after the end of the primary term, and *begins thereafter to drill (with diligence) , another 
well within each six (6) month interval after the end of the primary term as provided 
above, then this lease will terminate as to all lands included in a maximum size 
producing proration unit approved or allowed by the Railroad Commission of Texas, or 
as otherwise provided herein , of a well producing in paying quantities, and all depths to 
one hundred feet (1 00') below the base of the deepest producing horizon or the 
stratigraphic equivalent thereof as to each producing well . After the primary term, if the 
production of oil or gas as to any proration unit should cease , this lease shall not 
terminate as to such proration unit if Lessee commences additional drilling, reworking or 
other operations to attempt to establish production of oil or gas in paying quantities 
without cessation of more than 60 days and in the event production of oil or gas is 
restored, for so long thereafter as oil or gas is produced from such proration unit in 
paying quantities. 

* "Begins to drill" is the time when there has been erected a derrick, a rig and 
machinery, other than a cable tool , capable of drilling to the total depth and the 
machinery is drilling under power. As used in this lease, the term "producing in paying 
quantities" means that the receipts from the ~ale. or other authorized commercial use of 
the sLibstance(s)-cm?etet:t exceed ouf of pocket operational expenses for the six months 
last past. 
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General Land OHtce 
Relinquishment Act Lease Form 
Revised, September 1997 

~ustin, m:exas ---·,-
-=?~4 

OIL AND GAS LE~E 

THIS AGREEMENT is made and entered into this -'-'15,__ _ _ day of ~JU~N~E=--------·20_1 _1 __ . between the State of Texas, acting 

: • • .,by and through tis agent, BARBARA WHITE DEALING IN HER SOLE AND SEPARATE PROPERTY 

of 712 EMERALD BAY LAGUNA BEACH CA 92651 

(Gtve Permanent Address) 

said agent herem referred to as the owner of the sotl (whether one or more). and ___ G=E-=0'"'-R,G~E,_,G'----"S'-'T_,_A,_,L,E'-'Y _____ _________ _ 

of ___ ~P_O~B~O~X~1~55~6~M~ID~LA~N~D~T~X~7~9~7~0~2 _____________ ______ ___ hereinafter called Lessee. 

(Gtve Permanent Address) 

1. GRANTING CLAUSE. For and tn consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee. for 
the sole and only purpose of prospecting and drilling for and productng oil and gas, laytng pipe lines. buildtng tanks, stonng otl and buildtng power 
stations. telephone lines and other structures thereon, to produce. save. take care of. treat and transport said products of the lease. the followmg lands 
sttuated in REEVES County, State of Texas, to-wit. 

WEST ONE-HALF (W/2) OF SECTION 3. BLOCK 59. PUBLIC SCHOOL LAND SURVEY, INSOFAR AND ONLY INSOFAR AS IT COVERS ALL 
RIGHTS BELOW 14,875 FEET SUBSURFACE 

conta intng ____ _,3~2~0 ___ _ acres. more or less The bonus consideration paid for this lease is as follows, 

To the State ofTexas: SIXTEEN THOUSAND and N0 /100 DOLLARS 

Dollars ($.,:_16""'""0""00,.__ _______ -l 

To the owner of the soil SIXTEEN THOUSAND and N0/100 DOLLARS 

Dollars ($-'-16,.,.,""00~0,__ ______ _~ 

Total bonus consideration THIRTY TWO THOUSAND and N0/ 100 DOLLARS 

Dollars ($32.000,00 

The total bonus consideration paid represents a bonus of !..F~O~U!!.R~H~UC!.:N~D!!R~E"'D~-----------------------------------

--------------------- Dollars (S__:::4""00,."'0""0 _____ -') per acre, on ::<.80,.""0""0 ______ net acres 

2, TERM. Subject to the other provisions in this lease, this lease shall be for a term of EIGHTEEN MONTHS ~ from 
th is date (herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paymg quantities from said land. As used 
in this lease. the term "produced in paytng quantities" means that the receipts from the sale or other authorized commerctal use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

True and Correct 
copy of 

Original filed in 
R eves County 

Clerks Offrce 
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3. DE LAY RENTALS . if no we·t ·s corl'mencec on the leased orem;ses on or before one '1 yea· from th1s da:e ~;s tease s"'e · te .,.... ·~a:e 

_·, ess ~ • : · oe·c re sue.~ a~r ,versa"1 da::: .. essee shall pa1 or tende· to tl'1e o""ne• o' tre so•1 or to hiS cred;; ;;- the--- --- --- ....... -'--- - -
6a1k a: ____ _________________________________________ _ 

~ · :s S(;Ccessors cwh1CI" sha t con:tnue as !he deoos;tory regardless o' changes ;n tne ownership of satd land1 the a11ount soec;fied beto"" r add :10" 
_esse-= s~a o oay or te r:de• tc tne COMMISSIONER OF TH!: GENERAL LAND OFFICE OF THE STATE OF TEXAS AT AUS.,.IN TEXAS a hke su,., o­
:· ::e:o•:o sa •:: oate Pay~er:s uroe· th.s :>ara;; rapr srat o;>erate as a ·e1ta' a,d shall cove· the pnv;tege c' deferr ng t"le cc.,..-re1ce<en· c · a we ' :: • 
;:-e · ·,ea · ~o,... said oa:e Payr-ents .11de· tn.s paragrap.' snail be 1n tne followmg amo.;nts 

Do .. a·~ S 

- o ·r e State ::-' Texas 

_____ _) 

Do .• a·s S ___ _ _ 

• •••••• • • 
-o:a Detay Ren:a 

Dollars ~S __________________ ! 

• •••••• • • a ·.e r.an"er a;'ld upor li:<e oayments or terde•s a;"i;"!Ua lly the commcnce'Tien: of a well may be furthe· deferrec for suoc.ess;ve penoos cf one • • 
, ea· eacn cunng the pnma:y term A:t payments or tenders of rental to the owner of the soil may be mace by chec11 o· s;gh: draft c' Lessee o· ar v 

' S .g'~ef of tn1s tease ana may be dei;vereo or or before the rental paym; date If the ban~~ des;gnated ;n th1s paragraon tor tis successor barl -<) shoJIC: 
•! • • •- :Oast: t:> ex;s: suspend :>ust:less ltQuidate fau or be succeeded by another ban.< or for any reason fat. or refuse to acce:>: re"\tai Lessee shall rot be 

-.. ,c .r. ce'a.;.: for fa ;tu·e tc ma"'e S(;Ch oay:nents or tenders of rental un 1: thtrty (301 days after :he owne• of t:1e so• snat. de.tve· tc Lessee a o·ooe· 
•! • • ~:c·:is::oe ·rst~ume1 :1a"'urg a:1o:her oaro< as agent :o recerve such payments or tenders 

• 
• • 4. PRODUCTION ROY J..LTIES. Uocn productton of oil and/or gas Lessee agrees to pay or cause to be oatc cne-na lf 11/21 of the royalty 
: • • ;~·, .:J~c to· ,., th1s tease to the Comr-Hss.one· of the Genera' ... and Off•ce of the State of Texas at Austm Texas anc one-ha' 1 '2 o' such •oyah:y tc tre 

: :.1.:· o· :ne sot' 
(A } OIL. Roy a ty payab.e on ot l. whtch ts deft nee as 1ncludmg a I hydrocarbons produced tn a liQutd form at the mout·. of the well and also as 

a .. ccrdensate. d;sttllate . anc other liQuid hydrocarbons recovered from 011 or gas run through a separator or other equipment as heretnatte• orovidec 
s1a. :e 1/4 pan of the gross oroduct;on or the market value thereof. at the option of the owner of the sot! or the Commtsstoner of :he Genera 
_c;nc 0':1ce sucn value to be dete:nmed oy 1 l the h;ghest posted pnce pus premtum If any offered or patd for 011 condensate dtstillate o: otne· ;qu;c 
~va -oca·bons respective y of a like type a1d gravtty 10 the general area where produced and when run or 2) the htghest marl<e: pr ce thereof offeree o­
;:~a .c .r the genera l area wnere proouced and when run . or 3 ) the gross proceeds of the sale thereof. wh;chever ts the greater Lessee agrees that before 
a:-:y gas oroduced from tne teaseo prem;ses ts sold used or processed tn a plant. tt will be run free of cost to the royalty ow;'lers through an adeQuate Oil 
a·.o £aS seoarator of corvenliona type or ot"'er eQutpmen: at least as efft:tent so that allliqutd hydrocarbons reco11erabte from tne gas b~ such means 
u , i ce •ecovered The :equtreme:'.t tnat suer gas be run through a separc.tor or other eQUipment may be warved . tr wnttng by the royalty owners upor 
suer :en-:1s ana cond1t1or.s as tney prescnbe 

(9 ) NON PROCESSED GAS. Royalty on any gas (tnclud;ng flared gas which ts defineo as all hydrocaroors and gaseous substances nc: 
uef;ne-:; as o .l tn subpa·agraph (A 3bove produced f:om any well on satd land (except as provtded heretn wtth res:>ect to gas processeo tr a plan: fo· 
tt'oe e.o acuon of gasoline liQUid hydroca ·bons or other prooucts) sha ll.be 1/4 part of the gross produc:tor. or the marl<et value thereof at the 
o:t•c- of tne owner of the sotl o: the Commtsstoner of the General Land Office such value to be based or. the htghes! marl<e: pnce pate cr o:fered for 
gas cf comparable Qua tty tn the general area where produced and when run. or the gross pnce pa;d or offered to the producer whtcnever ts tne greater 
p:ov;dec tha! the max1mum pressure base ;n measunng the gas under th1s lease shall not at any ttme exceed 14 65 pounds per sQuare tnch absolute 
a-:c :.1e sta1dard base te:Tiperature shal. be stxly (601 degrees Fahrenheit correctton to be made for pressure accordtng to Boyles Law anc fo; spectfic 
g•aJJ:y a:cordtng to tests made by the Balance Method or by the most approved method of testing betng used by the tndustry a: the ume o' testtng 

(C) PROCESSED GAS. Royalty on any gas p rocessed tn a gasoline plant or other plant for the recovery of gasoline or other llou1d 
rydrocarbons shall be 1/4 part of the res;due gas and the liqutd hydrocarbons extracted or the marl<et value thereof at the optton o' the owne• 
of !"e sctl or the Comntsstoner of the General Land Office All royalttes due herein sha ll be based on one hundred percent (100%) of the tota l plan: 
::'oo-cuor, of restdue gas attributable to gas produced from thts lease and on fifty percent (50%). o· that percent accrumg to Lessee, wf-t;cf1ever ts the 
g·eate· of the total plant productton of liQutd hydrocarbons attnbutable to the gas produced from thts tease. provtded that tf liQUid hydrocar:>ons are 
recovere:! f:om gas processed tn a plant 1n whtch Lessee (or 1ts parent. subsldtary or affiliate) owns an interest. then the percentage applicable to liqu;c 
hydrccar:>ons shall be fifty percent (50%) or the htghest percent accru;ng to a thtrd party processing gas through sucn plant under a process;ng 
agreem ent negotiated at arms length (or tf there ts no such th1rd party the htghest percent then be;ng specified ;n processing agreements or contracts tn 
tre ;roustry) whtcheve· tS the greater The respecttve royalties on residue gas and on liqUid hydrocarbons shall be determtned oy 1) the hignest marl<e: 
p•tce pa td cr offered for any gas (or liqUid nydrocarbonsl of comparable quality tn the general area or 2) the gross pnce pa1d or offered fo· such restdue 
gas ;o· tile we•gnted average gross selling pnce for the respecttve grades of liqu id hydrocarbons) wh;chever •s the greater In no even:. however shall 
:ne roya:·tes payable under thts paragraph be less than the royalties which would have been due had the gas not been processed 

(0) OTHER PRODUCTS. Royal:y on carbon black sulphur or any other products proouoed or manufae!ured from gas (except.ng liqu;d 
hydrocaroons) whether sa1d gas be · cas;nghead ." "dry - or any other gas. by fracttonatlng . burntng or any other process;ng shall be 1/4 par. of 
the gross production of such products , or the m arket value thereof, at the opuon of the owner of the soil or the Comm;ssioner of the General Land Offtce 
s:.;ch :-~arket va lue to be determmed as follows 1) on the bas;s of the highest marl<ct pnce of each product for the same montr n wh;ch suer product tS 
p·od~.;cec or 2) on the basts of the average gross sate pnce of each prod1..ct for the same month tn whtch such products are ;Jroduced wh;c'lever IS the 
; 'ea:e .. 

5. MINI MUM ROYALTY . Dunng any year after the expiration of the pnmary term of thts lease. if thts lease ts ma:ntatned by production. the 
·cyalues patd under thts lease tn no event shall be less than an amount equal to the total annual delay rental herem provtded otherwtse there shat: be 
ct..e aro payable on or before the ast day o' the month succeedtng the anntversary date of thiS lease a sum eoual to the tota l annual rental tess the 
amot..it of royalttes pa1d dunng the preced ing year If Paragraph 3 of thts lease does not specify a delay renta l amount. then for the purvoses. q~t r :~Ct 
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6. ROYALTY IN KIND. Notw1thstand1ng any other prov1S1on m th1s lease. at any t1me or from t1me to t1me the owner of the so11 or the 
CommiSSIOner of the General Land Off1ce may at the option of e1ther. upon not less than s1xty (60) days not1ce to the holder of the lease requ~re that the 
payment of any royalties accru1ng to such royalty owner under th1s lease be made m k1nd The owner of the so1ls or the CommiSSIOner of the General 
Land Office's nght to take 1ts roya lty m k1nd shall not d1mmish or negate the owner of the so1ls or the CommiSSIOner of the General Land Off1ce s nghts 
or Lessee's obligations whether express or 1mplied. under th1s lease 

7. NO DEDUCTIONS Lessee agrees that all royalt1es accrumg under thiS lease (1nclud1ng those pa1d m k1nd) shall be w1thout deduct1on for 
the cost of produc1ng . gathenng. stonng, separatmg treatmg dehydratmg. compress1ng process1ng transport1ng, and otherw1se makmg the 011 . gas and 
other products hereunder ready for sale or use Lessee agrees to compute and pay royalt1es on the gross value rece1ved. 1nclud1ng any reimbursements 
for severance taxes and production related costs 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent th1s lease's proport1onate share of any fuel 
used to process gas produced hereunder m any processmg plant Notw1thstand1ng any other prov1s1on of th1s lease. and subject to the wntten consent of 
the owner of the soil and the CommiSSioner of the General Land Off1ce. Lessee may recycle gas for gas lift purposes on the leased prem1ses or for 
InJection 1nto any 011 or gas producmg format1on underlying the leased prem1ses after the liqu1d hydrocarbons conta1ned m the gas have been removed 

• no royalt1es shall be payable on the recycled gas unt1l 1t IS produced and sold or used by Lessee m a manner wh1ch entitles the royalty owners to a 
•: • • • : royalty under th1s lease 

•••• • : 9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken m kmd shall be pa1d to the CommiSSioner of the General Land Off1ce at 
• • Austin , Texas, m the follow1ng manner 
• 

• •••• : Payment of royalty on production of oil and gas shall be as prov1ded in the rules set forth 1n the Texas Reg1ster Rules currently provide that royalty on 011 
• • 1s due and must be rece1ved m the General Land Office on or before the 5th day of the second month succeedmg the month of production, and royalty 

• • • •• : on gas is due and must be received 1n the General Land Office on or before the 15th day of the second month succeedmg the month of produCtiOn , 
• • accompan1ed by the affidavit of the owner, manager or other authorized agent, completed m the form and manner prescnbed by the General Land Off1ce 

• and showing the gross amount and d1sposit1on of all oil and gas produced and the market value of the 011 and gas, together with a copy of all documents 
: • • records or reports confirmmg the gross production, d1spos1tion and market value mcludmg gas meter readings, p1pelme receipts, gas line rece1pts and 
• .. • other checks or memoranda of amount produced and put 1nto pipelines. tanks, or pools and gas lines or gas storage, and any other reports or records 

wh1Ch the General Land Off1ce may require to verify the gross production, disposition and market value In all cases the authonty of a manager or agent 
to act for the Lessee herem must be filed m the General Land Office Each royalty payment shall be accompanied by a check stub, schedule. summary 
or other rem1ttance adv1ce showing by the ass1gned General Land Off1ce lease number the amount of roya lty bemg paid on each lease If Lessee pays 
h1s roya lty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or 525.00, whichever 1s 
greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or $25.00 whichever is greater In additiOn 
to a penalty, royalties shall accrue interest at a rate of 12% per year, such interest will begin to accrue when the roya lty IS s1xty (60) days overdue 
Affidavits and supporting documents which are not filed when due shall mcur a penalty in an amount set by the General Land Office admm1strative rule 
wh1ch is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for pay1ng or causmg 
royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's 
right of forfeiture as provided by law nor act to postpone the date on which royalties were ongmally due. The above penalty provisions shall not apply 1n 
cases of title d1spute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with 1ts best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner w1th cop1es of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts withm th1rty (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 perta1ning to the production. 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, rece1pts and discharges of all wells. 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commiss1oner of the General Land Off1ce, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells. Such written notice to the General Land Office shall include cop1es of Railroad Commission forms for application to drill Cop1es of well tests , 
completion reports and plugging reports shall be supplied to the General Land Office at the t1me they are filed with the Texas Railroad Comm1ssion All 
applications, permits, reports or other filings that reference th1s lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Comm1ssion 
rules, any signage 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 with any records, memoranda, accounts, reports, cuttmgs and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office, in add1tion to those here1n 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office with in fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other matenals are not f1led in the General Land Office when 
due The penalty for late filing shall be set by the General Land Office administrative rule which IS effect1ve on the date when the matenals were due 1n 
the General Land Office. 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM . If, during the pnmary term hereof and pnor to d1scovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the d1scovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause, th1s lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences add1t1onal drilling or 
reworking operat1ons 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 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the exp1ration of the primary term, and if Lessee has not resup:Jed t 
production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting ~(!Jll'na~rilllng or r e"' orldng"UC 
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operations pursuant to Paragraph 13. usrng the exptratlon of the pnmary term as the date of cessation of productron under Paragraph 13 Should the ftrst 
well or any subsequent well dnlled on the above descnbed land be completed as a shut-tn otl or gas well wtthm the pnmary te rm hereof Lessee may 
resume payment of the annual rental tn the same manner as provrded heretn on or before the rental paymg date followmg the exprratron of srxty (60) 
days from the date of completron of such shut·tn otl or gas well and upon the farlure to make such payment thts lease shalltpso facto termmate If at the 
exptratlon of the pnmary term or any lime thereafter a shut-tn orl or gas well ts located on the leased premtses payments may be made rn accordance 
wtth the shut-m provrsrons hereof 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM . If at the exprralion of the pnmary term netther otl nor gas 1s be1ng 
produced on sa1d land, but Lessee 1s then engaged tn dnlllng or reworktng operatrons thereon. th1s lease shall rema1n tn force so long as operations on 
sard well or for dnlllng or reworktng of any additional wells are prosecuted tn good fa1th and m workmanlike manner wrthout 1nte rrupt1ons totaling more 
than s1xty (60) days dunng any one such operatron. and tf they result tn the production of otl and/or gas so long thereafter as 011 and/or gas 1s produced 
1n pay1ng quantities from sa1d land or payment of shut-tn 011 or gas well roya1t1es or compensatory royalties is made as provtded tn th1s lease 

13. CESSATION, DRILLING, AND REWORKING. If. after the exprratlon of the pnmary term. production of otl or gas from the leased 
premrses after once obtatned should cease from any cause th1s lease shall not termmate tf Lessee commences add1uonal dnllrng or reworktng 
operations wtthtn s1xty (60) days after such cessation. and th ts lease shall rema tn m full force and effect for so long as such operations continue tn good 

• • • • •: fa1th and 1n workmanlike manner Without mterrupttons totaling more than s1xty (60) days If such dnlling or rework1ng operattons result 1n the produclton 
• • of 0 11 or gas, the lease shall rematn m full force and effect for so long as 0 11 or gas IS produced from the leased premrses tn payrng quant11tes or payment 

• • •• •: of shut-tn 011 or gas well royalt1es or payment of compensatory royalties ts made as prov1ded herem or as prov1ded by law If the dnlllng or rework1ng 
• • operattons result m the completiOn of a well as a dry hole the lease wtll not termtnate tf the Lessee commences addtliOnal dnlllng or reworktng 

• operaltons wtthm s1xty (60) days after the complelton of the well as a dry hole. and th1s lease shall remam m effect so long as Lessee continues dnlllng or 
• rework1ng operattons m good fa1th and tn a workmanlike manner Without mterrupttons tota lmg more than stxty (60) days Lessee shall grve wntten notrce 

•: • • •: to the Genera l Land Office within thirty (30) days of any cessatron of product1on 

• 
•: • • •: 14. SHUT-IN ROYAL TIES. For purposes of th ts paragraph, ""well .. means any well that has been asstgned a well number by the state agency 

• havmg JUrtSdiCtlon over the produclton of 011 and gas If. at any t1me after the exprratron of the pnmary term of a lease that unttl bemg shut m was bemg 
• • ma1ntamed m force and effect, a well capable of producmg otl or gas tn paymg quanttttes 1s located on the leased premtses. but otl or gas 1s not betng 
: •. • • produced for lack of suttable product ron factllttes or lack of a suttable market. then Lessee may pay as a shut-m 011 or gas royalty an amount equal to 

double the annual rental prov1ded m the lease, but not less than $1 ,200 a year for each well capable of producmg oil or gas m payrng quant1t1es If 
Paragraph 3 of thts lease does not specify a delay rental amount. then for the purposes of thts paragraph, the delay rental amount shall be one dollar 
(51 00) per acre To be effective, each tntltal shut-tn 011 or gas royalty must be pa1d on or before (1) the expiratron of the primary term. (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premrses, or (3) 60 days after Lessee completes a dnlllng or reworking operat1on m accordance 
w1th the lease prov1s1ons. whichever date is latest. Such payment shall be made one-half (1/2) to the Commtss1oner of the General Land Office and one­
half (1/2) to the owner of the soil If the shut-m oil or gas royalty ts paid, the lease shall be cons1dered to be a produc1ng lease and the payment shall 
extend the term of the lease for a penod of one year from the end of the pnmary term, or from the first day of the month followmg the month m wh1ch 
production ceased. and. after that, if no suitable production facillttes or suitable market for the oil or gas exists , Lessee may extend the lease for four 
more success1ve penods of one (1) year by paymg the same amount each year on or before the exprrat1on of each shut-In year 

15. COMPENSATORY ROYAL TIES. If. during the penod the lease tS kept tn effect by payment of the shut-tn oil or gas royalty, 011 or gas 1s 
sold and delivered m payrng quant1t1es from a well located wtthm one thousand (1 .000) feet of the leased premises and completed m the same productng 
reservoir. or m any case tn wh1ch dramage ts occurnng, the nght to contmue to mamta1n the lease by pay1ng the shut-m otl or gas royalty shall cease. but 
the lease shall rematn effecttve for the rematnder of the year for whtch the royalty has been patd The Lessee may mamtam the lease for four more 
success1ve years by Lessee paymg compensatory royalty at the royalty rate provtded m the lease of the market value of production from the well causmg 
the drainage or whtch is completed in the same producmg reservoir and with1n one thousand (1.000) feet of the leased premtses The compensatory 
royalty is to be paid monthly. one-half (1/2) to the Commtssroner of the General Land Office and one-half (112) to the owner of the sotl. beg1nnmg on or 
before the last day of the month follow1ng the month in whtch the 011 or gas IS produced from the well causmg the dramage or that 1s completed m the 
same producing reservoir and located within one thousand (1 .000) feet of the leased premises. If the compensatory royalty pa1d in any 12-month penod 
ts an amount less than the annual shut-in oil or gas royalty. Lessee shall pay an amount equal to the difference withm thtrty (30) days from the end of the 
12-month penod Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of th1s 
lease None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to dnll offset wells as provided 1n 
Texas Natural Resources Code 52 173; however, at the determtnatron of the Commtsstoner. and wtth the Commrsstoner's written approval the payment 
of compensatory royalties can sattsfy the obligation to drill offset wells 

16. RETAINED ACREAGE. Notwtthstandmg any provts1on of thts lease to the contrary, after a well producrng or capable of productng otl or 
gas has been completed on the leased premtses. Lessee shall exercise the diligence of a reasonably prudent operator in dnlllng such add11tonal well or 
wells as may be reasonably necessary for the proper development of the leased premrses and in marketing the produclton thereon 

(A) VERTICAL. In the event thts lease is in force and effect two (2) years after the expiration date of the primary or extended term 1t shall then 
termmate as to all of the leased premtses. EXCEPT (1) 40 acres surrounding each oil well capable of produc1ng 1n paying quanlittes and 320 acres 
surroundmg each gas well capable of producing in payrng quantitres (including a shut-tn oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres mcluded in a producing pooled un1t 
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 productron 
purposes to a proration untt for each such producing well under the rules and regulattons of the Ratlroad Commrssron of Texas. or any successor 
agency, or other governmental authonty havmg JUrtSdtctton If at any t1me after the etfecttve date of the parttal termmalion provtstons hereof. the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage ts thereafter allocated to satd well or wells for 
productton purposes, thts lease shall thereupon te rmrnate as to all acreage not thereafter allocated to said well or wells for production purposes 
Notwithstanding the termination of this lease as to a portton of the lands covered hereby, Lessee shall nevertheless conttnue to have the nght of tngress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together wrth easements and nghts-of-way for 
ex1stmg roads, existing pipelines and other existing facilities on, over and across all the lands descnbed in Paragraph 1 hereof ("the retamed lands"), for 
access to and from the retained lands and for the gathenng or transportation of oil, gas and other mrnerals produced from the retamed lands 



(B) HORIZONTAL. In the event thrs lease rs rn force and effect two (2) years after the exprratron date of the prrmary or extended term rt shall 
further termrnate as to all depths below 100 feet below the tota l depth drrlled (herernatter "deeper depths) rn each well located on acreage retarned rn 
Paragraph 16 (A) above unless on or before two (2) years after the prrmary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus orrgrnally pard as consrderatron for thrs lease (as specrfred on page 1 hereof) If such amount rs pard. thrs lease shall be rn force and effect as to 
such deeper depths. and sard termrnatron shall be delayed for an addrtronal perrod of two (2) years and so long thereafter as orl or gas rs produced rn 
payrng quantrtres from such deeper depths covered by thrs lease 

(C) IDENTIFICATION AND FILING. The surface acreage retarned hereunder as to each well shall as nearly as practrcal be rn the form of a 
square wrth the well located rn the center thereof or such other shape as may be approved by the Commrssroner of the General Land Offrce Wrthrn 
thrrty (30) days after partral termrnatron of thrs lease as provrded herern. Lessee shall execute and record a release or releases contarnrng a satisfactory 
legal descrrptron of the acreage and/or depths not retarned hereunder The recorded release or a certrfred copy of same shall be filed rn the General 
Land Offrce. accompanred by the filing fee prescrrbed by the General Land Office rules rn effect on the date the release rs fried If Lessee farls or refuses 
to execute and record such release or releases withrn nrnety (90) days after berng requested to do so by the General Land Offrce then the 
Commrssroner at hrs sole drscretron may desrgnate by wrrtten rnstrument the acreage and/or depths to be released hereunder and record such 
rnstrument at Lessees expense rn the county or countres where the lease rs located and rn the offrcral records of the General Land Offrce and such 
desrgnatron shall be brndrng upon Lessee for all purposes 

• •• •••• • • 17. OFFSET WELLS_ Nerther the bonus . delay rentals, nor royaltres pard or to be pard under thrs lease shall relieve Lessee of hrs oblrgatron 
, • ••.: to protect the orr and gas under the above-descrrbed land from berng drarned Lessee. sublessee. recerver or other agent rn control of the leased 
• • premrses shall drrll as many wells as the facts may JUStrfy and shall use approprrate means and drrll to a depth necessary to prevent undue drarnage of 

• orr and gas from the leased premrses In addrtron , if orl and/or gas should be produced rn commercral quantrtres wrthrn 1.000 feet of the leased premrses 
• or rn any case where the leased premrses rs berng drarned by productron of oil or gas. the Lessee, sublessee. recerver or other agent rn control of the 

': • • •: leased premrses shall rn good farth begrn the drrllrng of a well or wells upon the leased premrses wrthrn 100 days after the drarnrng well or wells or the 
• well or wells completed wrthrn 1,000 feet of the leased premrses start producrng rn commercral quantrtres and shall prosecute such drrllrng wrth drlrgence 

•: • • •: F arlure to satrsfy the statutory offset oblrgatron may subJect thrs lease and the owner of the sort's agency rrghts to forferture Only upon the determrnatron 

•• 
• of the Commrssroner of the General Land Office and wrth hrs wntten approval may the payment of compensatory royalty under applicable statutory 

parameters satrsfy the oblrgatron to drill an offset well or wells requrred under thrs paragraph 
• • • • •• 18. FORCE MAJEURE. If. after a good farth effort, Lessee rs prevented from complyrng wrth any express or rmplred covenant of thrs lease 

from conductrng drrllrng operatrons on the leased premrses, or from producrng orl or gas from the leased premrses by reason of war. rebellion rrots 
strrkes, acts of God, or any valid order, rule or regulation of government authonty, then whrle so prevented, Lessee's oblrgatron to comply wrth such 
covenant shall be suspended and Lessee shall not be liable for damages for farlure to comply wrth such covenants, addrtronally, thrs lease shall be 
extended whrle Lessee rs prevented, by any such cause, from conductrng drrllrng and reworkrng operations or from producrng oil or gas from the leased 
premrses However, nothrng rn thrs paragraph shall suspend the payment of delay rentals rn order to marntarn thrs lease rn effect durrng the prrmary term 
rn the absence of such drilling or reworkrng operations or product ron of oil or gas 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premrses If the owner of the sort defaults 
rn payments owed on the leased premises, then Lessee may redeem the nghts of the owner of the soil in the leased premrses by paying any mortgage, 
taxes or other hens on the teased premrses If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entrre undrvided surface estate rn the above 
described land, whether or not Lessee's interest is specified herern, then the royalties and rental herein provided to be pard to the owner of the sort shall 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and renta l herern provrded to be pard to 
the Commissroner of the General Land Office of the State of Texas shall be likewise proportronately reduced However, before Lessee adJusts the 
royalty or rental due to the Commrssroner of the General Land Office. Lessee or hrs authorrzed representatrve must submrt to the Commrssroner of the 
General Land Office a written statement whrch explains the drscrepancy between the rnterest purportedly leased under thrs lease and the actual rnterest 
owned by the owner of the soil. The Commissroner of the General Land Office shall be pard the value of the whole productron allocable to any undrvrded 
rnterest not covered by a lease, less the proportronate development and production cost allocable to such undrvrded rnterest However, rn no event shall 
the Commrssroner of the General Land Office receive as a royalty on the gross productron allocable to the undrvided rnterest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross productron. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by thrs lease as rncluded withrn the boundarres 
of a pooled unrt that has been approved by the School Land Board and the owner of the soli rn accordance wrth Natural Resources Code Sectrons 
52 151-52 154, or if, at any time after the exprratron of the prrmary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herern, payments that are made on a per acre basis hereunder shall be reduced accordrng to the number of acres pooled, released, 
surrendered. or otherwise severed, so that payments determrned on a per acre basrs under the terms of thrs lease durrng the pnmary term shall be 
calculated based upon the number of acres outsrde the boundarres of a pooled unit, or, rf after the exprratron 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 said land necessary for operatrons under thrs lease except water 
from wells or tanks of the owner of the sorl, provrded, however, Lessee shall not use potable water or water surtable for livestock or rrrrgatron purposes 
for waterflood operations without the prior consent of the owner of the soil 

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

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its prpelrnes 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 sard premrses wrthout 
the written consent of the owner of the soil 
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25. POLLUTION. In developtng thts area. Lessee shall use the htghest degree of care and all proper safeguards to prevent pollutton Wtthout 
limtttng the foregotng pollutton of coastal wetlands. natural waterways. nvers and tmpounded water shall be prevented by the use of conta tnment 
facilttles suffictent to prevent sptllage. seepage or ground water contamtnatton In the event of pollution. Lessee shall use all means at tis dtsposal to 
recapture all escaped hydroca rbons or other pollutant and shall be responstble for all damage to public and prtvate properttes Lessee shall build and 
mamtatn fences around tis slush. sump. and dramage ptts and tank battenes so as to protect livestock agatnst loss damage or InJury and upon 
completton or abandonment of any well or wells. Lessee shall ftll and level all slush ptts and cellars and completely clean up the drtlling stte of all rubbtsh 
thereon Lessee shall. whtle conducttng operations on the leased premtses. keep satd premtses free of all rubbtsh cans bottles paper cups or garbagP 
and upon completton of operattons shall restore the surface of the land to as near rts ongtnal condttlon and contours as ts practicable Tanks and 
equtpment wtll be kept patnted and presentable 

26. REMOVAL OF EQUIPMENT. Subject to limttatlons tn thts paragraph. Lessee shall have the right to remove machtnery and ftxtures placed 
by Lessee on the leased premtses tncludtng the nght to draw and remove castng wtthtn one hundred twenty (120) days after the exptratton or the 
termmatton of thts lease unless the owner of the sotl grants Lessee an extenston of thts 120-day penod However Lessee may not remove castng from 
any well capable of productng otl and gas tn paymg quanttltes Addtltonally. Lessee may not draw and remove castng unttl after thtrty (30) days wntten 
nottce to the Commtsstoner of the General Land Offtce and to the owner of the sotl The owner of the sotl shall become the owner of any machtnery 
ftxtures. or castng whtch are not ttmely removed by Lessee under the terms of thts paragraph 

• • 27. (A) ASSIGNMENTS. Under the conditions conlatned in lhts paragraph and Paragraph 29 of thts lease. the nghts and estates of etther 
• • • ••: party to lhts lease may be asstgned. tn whole or tn part, and the provtstons of lhts lease shall extend to and be btndtng upon thetr hetrs devtsees. legal 

• • representaltves. successors and asstgns However, a change or dtvtston tn ownershtp of the land, rentals. or royalties wtll not enlarge the obligattons of 
• Lessee. dtmintsh the rights. pnvileges and estates of Lessee, tmpatr the effecttveness of any payment made by Lessee or tmpatr the effectiveness of any 

• act performed by Lessee And no change or dtviston tn ownershtp of the land, rentals. or royalties shall btnd Lessee for any purpose unttl thtrty (30) days 
•: • • •: after the owner of the soil (or his heirs. devtsees. legal representattves or assigns) furntshes the Lessee wtth satisfactory written evtdence of the change 

• tn ownershtp. includmg the origtnal recorded muntments of !tile (or a certified copy of such ongmal) when the ownership changed because of a 
•: • • •: conveyance A total or parttal asstgnment of thts lease shall . to the extent of the Interest asstgned, relieve and dtscharge Lessee of all subsequent 

• obligattons under thts lease If thts lease is asstgned tn its entirety as to only part of the acreage, the nght and optton to pay rentals shall be apporttoned 
• • as between the several owners ratably, accordtng to the area of each. and fatlure by one or more of them to pay hts share of the rental shall not affect 
: • • • • this lease on the part of the land upon whtch pro rata rentals are timely paid or tendered; however, if the assignor or asstgnee does not file a certified 

copy of such assignment in the General Land Office before the next rental paying date. the enttre lease shall termtnate for fai lure to pay the enttre rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subJeCt to all obligations. liabilities. and penallies owed to the State by the 
original lessee or any prior assignee of the lease, including any liabiltlles to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), 1f the owner of the soil acquires thts lease tn whole or 1n 
part by assignment without the pnor written approval of the CommiSSIOner of the General Land Office, this lease is void as of the l1me of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the so11 if the 
assignee is: 

(1) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in whtch the owner of the soil is a principal stockholder or is an employee of such a corporalion or subsidiary. 
(3) a partnershtp 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 corpora!lon 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, recetver. 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 t tme execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or port tons of the leased premtses, and thereby surrender this lease as 
to such portton or portions, and be relieved of all subsequent obligations as to acreage surrendered If any part of this lease is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender; however, such release will not relieve Lessee of any liabili!les which may have accrued under lhts lease prior to the 
surrender of such acreage 

29. FILING OF ASSIGNMENTS A ND RELEASES. If all or any part of this lease is asstgned or released, such asstgnment or release must be 
recorded in the county where the land is situated , and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county in which the instrument is recorded, must be filed in the General Land Office within 90 days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeitu re at the option of the 
Commissioner of the General Land Office. 

30. DISC LOSURE CLAUSE. All provtstons pertaining to the lease of the above-described land have been included tn thts tnslrument, 
including the statement of the true consideration to be paid for the execution of this lease and the rights and dut1es of the parttes Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render lhts lease tnvalid 

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 1n 

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 hts personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum withtn thirty days after 1t becomes due. or if Lessee or an 
authorized agent should knowingly make any fa lse return or false report concerning production or drilling , or if Lessee shall fail or refuse to drill any 
offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General Land Office. or if Lessee 
should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the General Land Offtce. the School 
Land Board. or the Railroad Commission. or if Lessee should refuse the proper authority access to the records pertaintng to operattons, or tf Lessee or 
an authorized agent should knowingly fail or refuse to give correct information to the proper authonty, or knowingly fatl or refuse to furmsh the General 
Land Office a correct log of any well. or if Lessee shall knowin.gly violate any of t~e material provisions o~ this lease. or if lhts lease ts asstgned,and r.IJ:!e.t 
assignment is not fi led in the General Land Office as required by law, the nghts acqwed under thts lease sha ll-b~ubject !6 torfelture by ~~~ 



Commtsstoner. and he shall forfeit same when sufftctently mformed of the facts whtch authonze a forfeiture. and when forfetted the area shall agam be 
subject to lease under the terms of the Relinquishment Act However nothtng herem shall be construed as wa1v1ng the automatiC termmauon of thts 
lease by operalion of law or by reason of any spectallimttatton ansmg hereunder Forfeitures may be set astde and th1s lease and all nghts thereunder 
retnstated before the nghts of another mtervene upon salisfactory evtdence to the Commtsstoner of the General Land Off1ce of future compliance w1th 
the prov1s1ons of the law and of th1s lease and the rules and regulattons that may be adopted relattve hereto 

33. LIEN. In accordance w1th Texas Natural Resources Code 52 136 the State shall have a first lien upon all 011 and gas produced from the 
area covered by th1s lease to secure payment of all unpatd royalty and other sums of money that may become due under th1s lease By acceptance of 
thiS lease. Lessee grants the State . 1n addtlton to the lien provtded by Texas Natural Resources Code 52 136 and any other applicable statutory lien an 
express contractual lien on and secunly mterest 1n all leased mtnerals 1n and extracted from the leased prem1ses all proceeds whtch may accrue to 
Lessee from the sate of such leased mmerals whether such proceeds are held by Lessee or by a thtrd party and all fixtures on and Improvements to the 
leased premtses used 1n conneclton w1th the production or processing of such leased mmerals 1n order to secure the payment of all royallies 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 Lessees breach of 
any covenant or condtlion of th1s lease. whether express or tmplied Thts hen and secunty mteresl may be foreclosed wtth or wtthout court proceedmgs 1n 
the manner provtded 1n the Ttlle 1. Chap 9 of the Texas Bus1ness and Commerce Code Lessee agrees that the Commtsstoner may requtre Lessee to 

• execute and record such tnstruments as may be reasonably necessary to acknowledge, attach or perfect th1s lien Lessee hereby represents that there 
• : • • • : are no pnor or supenor liens ansmg from and relatmg to Lessee's acttvtlies upon the above-descnbed property or from Lessees acqutsttton of th1s lease 

• Should the Commtsstoner at any t1me determtne that thts representation IS not true. then the Commtsstoner may declare th1s lease forfetled as provtded 
• : - · : herem 

• 
• 34. POOLING. Lessee 1s hereby granted the nght to pool or untltze the royalty mterest of the owner of the soil under this lease w1th any other 

•: • • •: leasehold or mmeral 1nterest for the exploratton. development and produclion of 011 or gas or e1ther of them upon the same terms as shall be approved 
• by the School Land Board and the Commisstoner of the General Land Office for the pooling or untlizmg of the mterest of the State under th1s lease 

• •••• • pursuant to Texas Natural Resources Code 52 151-52 154. The owner of the so1l agrees that the 1nclus1on of th1s provtston 1n th1s lease salisftes the 
• • execulion requtrements stated 1n Texas Natural Resources Code 52 152 
• 

: • • 35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, thetr officers. employees. partners. 
• • • • agents. contractors, subcontractors, guests, InVItees, and thetr respective successors and assigns, of and from all and any act tons and causes of aclion 

of every nature, or other harm. Including enwonmental harm, for whtch recovery of damages IS sought, mcludmg, but not limited to. all losses and 
expenses whtch are caused by the aclivilies of Lessee, tis officers, employees, and agents ans1ng out of, tnctdental to. or resulling from, the operations 
of or for Lessee on the leased prem1ses hereunder, or that may anse out of or be occastoned by Lessee's breach of any of the terms or provtstons of th1s 
Agreement, or by any other negligent or stnctly liable act or omission of Lessee Further, Lessee hereby agrees to be liable for, exonerate, mdemntfy, 
defend and hold harmless the State of Texas and the owner of the so1l, thetr officers, employees and agents, thetr successors or asstgns, agatnst any 
and all clatms, liabililtes, losses, damages, act1ons, personal InjUry (tncludtng death), costs and expenses or other harm for whtch recovery of damages 
1s sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, 1ncludmg those related to 
enwonmental hazards, on the leased premises or in any way related to Lessee's fa ilure to comply with any and all environmental laws; those arising 
from or in any way related to Lessee's operat1ons or any other of Lessee's activities on the leased premtses, those aris1ng from Lessee's use of the 
surface of the leased premises; and those that may anse out of or be occastoned by Lessee's breach of any of the terms or provtstons of thiS Agreement 
or any other act or omtsston of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, tnvttees, and thelf 
respective successors and assigns. Each assignee of this Agreement, or an mterest therein, agrees to be liable for, exonerate, 1ndemn1fy, defend and 
hold harmless the State of Texas and the owner of the so11, thetr officers, employees, and agents 1n the same manner provided above 1n connection With 
the acttvittes of Lessee, tis officers, employees, and agents as described 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 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 contammalion or 
pollution of any env!fonmental medium, including soil, surface waters , groundwater, sediments, and surface or subsurface strata, ambtent a1r or any 
other environmental med1um in. on, or under. the leased premtses, by any waste, pollutant, or contammant Lessee shall not bnng or perm1t to rema1n on 
the leased premises any asbestos contaimng matenals, explostves, toxic materials, or substances regulated as hazardous wastes, hazardous matenals. 
hazardous substances (as the term "Hazardous Substance" 1s defined in the Comprehensive Enwonmental Response, Compensalion and Ltabtlity Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq ), or toxic substances under any federal, state, or local law or regulation ("Hazardous Matenals"), except 
ordmary products commonly used in connection with oil and gas exploratiOn and development operalions and stored 1n the usual manner and quant1t1es 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES , LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS ' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE W ITH 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. 
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38. EXECUTION. Th1s 011 and gas lease must be s1gned and acknowledged by the Lessee before 1t IS f1led of record 1n the county records and 

m the General Land Off1ce of the State of Texas Once the f1ling requirements found 1n Paragraph 39 of th1s lease have been sat1sf1ed the effective date: 

of th1s lease shall be the date found on Page 1 

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busmess and Commerce Code th1s lease must be f1led of record m the office of the 

County Clerk 10 any county 10 wh1ch all or any part of the leased prem1ses 1s located and certlf1ed cop1es thereof must be filed 10 the General Land 
Off1ce Th1s lease 1s not effect1ve until a cert1f1ed copy of th1s lease (wh1ch 1s made and cert1f1ed by the County Clerk from h1s records ) IS flied m the 
General Land Off1ce 1n accordance w1th Texas Natural Resources Code 52 183 Additionally th1s lease sha ll not be bmdmg upon the State unless It 

rec1tes the actual and true consideratiOn pa1d or prom1sed for execut1on of th1s lease The bonus due the State and the prescnbed f11ing fee sha ll 
accompany such cert1f1ed copy to the General Land Off1ce 

See Exh1blts "A" and ·s· attached hereto 

LESSEE 

BY --------------------------------

Title 

Date 6-13-2011 

WHITE, dealing m her sole and separate property 

j Date !f=tti.;i::;;f;zt't:i:tk.~~,_9(.6~ 0< 0 // 

SEf ATIACHED 
ACKNOWLEDGMEtJ '\ 
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ACKNOWLEDGMENT 

Stole of Cnhfornrn 
County of C K-A N G E 

On __ :J_v_N_t: __ ~_--.-_-v_c_l_l _ before me __ M__,_...;_· __,V.___N_D_rz_.___r....;:c:;..:I_L_..._{_~ __ 1_A._rc_z.._L+-{ ').....__ 
(rn sert nnme nnd Iitle of t11e oHrcer) 

personnlly EJppenred lS A 12--h A L .1\J L"V t~ r ~ 
who proved to me on the bnsrs of sntrsfoctory evr ence to be the per~~) whose nome(~s~ye 
sub Gnbed to the wrth rn rnstrument ond ucknowledge,>~ to. me th<J t IJ.e sheltl~y executed ti'le's8me rn 

t·1er: t).err <wthonzed cnpncrty(rei). ond thnt by ~r~Mrr srgnnture ?') on the mstrurnent the 
person(_:i1. or ttle entrty upon belwlf of wl1rcl1 the person(y) ncted. executed the rnstrument 

I certi fy under PENALTY OF PERJURY under the lows of the Stnte of Cnlrfornrn t11nt the foregorng 
pmngraph rs true and correct 

WITNESS my hand nnd offrcr<JI sea l 

Srgnature _ _ _ Jj __ _.__J.~_\..-------____ · ___ _ (Seal) 

DESCRIPTIO:--J OF 1HE ATTACHED DOCUMENT 

(T 1tle or descnpriou of attached document) 

(Title or de ~cnptlon o: attached document couanued) 

Number of Page-!> __ Document Date ____ _ 

(Addmonal mfonna.!lon) 
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I. 

STATE OF - ------- - (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _ ____________ _ 

BEFORE ME. the unders1gned authonty, on th1s day personally appeared -----------------------­

known to me to be the person whose name IS subscnbed to the forego1ng Instruments as - ------ ---------------­

of------------------- ----------- ------- - -- and acknowledged to me that he 
executed the same for the purposes and cons1derat1on the rem expressed m the capac1ty stated and as the act and deed of sa1d corporat1on 

G1ven under my hand and seal of off1ce th1s the __ __ day of _________ __ 20 __ 

Notary Public m and for---------------

STATE OF ____ ____ ___ (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF _____________ ___ 

BEFORE ME, the undersigned authonty, on th is day personally appeared------ ----------- - ------

known to me to be the person whose name IS subscnbed to the foregoing instruments as----------------------
I e 
1 ••• of _______________________________________ ___ 

and acknowledged to me that he 

executed the same for the purposes and consideration therein expressed. in the capacity stated. and as the act and deed of said corporation 

Given under my hand and seal of office th1s the ___ day of---------- 20 ____ . 

Notary Public in and for---------------

STATEOF~T~E~XA~S __________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF ,_,_M,_,ID,LA"'--!!.N,_,D"--- - ---

BEFORE ME, the undersigned authority, on this day personally appeared _,G,_,E=-'O"'R'-'-G"'-'=E'-'G""'-'. S=<-T,_,A'-'-L,E:.Y_,__ _ ______ _ _______ _ 

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

purposes and consideration therein expressed 

Given under my hand and seal of office th1s the 15TH dayof~JU~N~E=--------- 20_11_ 

Notary Public in and for---------------

STATE OF CALIFORNIA (INDIVIDUAL ACKNOWLEDGMENT) 

COUNTY OF _____________ ___ 

BEFORE ME, the undersigned authority, on this day personally appeared BARBARA WHITE. DEEALING IN HER SOLE AND SEPARATE 

PROPERTY 

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

purposes and consideration therein expressed. 

G1ven under my hand and seal of off1ce this the ___ day of ,_JU"'-'-'N-'=E'-------- 20_11_ 
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EXHIBIT 'A' 

ATIACHED TO THAT CERTAIN OIL AND GAS LEASE DATED JUNE 15 2011 BY 
I I 

AND BETWEEN BARBARA WHITE, DEALING IN HER SOLE AND SEPARATE 
PROPERTY, AND AS AGENT FOR THE STATE OF TEXAS, LESSOR, AND GEORGE 
G. STALEY, LESSEE 

40. THIS LEASE IS A PAID UP LEASE AND NO RENTALS ARE DUE TO EITHER 
THE STATE OF TEXAS OR THE AGENT FOR THE STATE OF TEXAS . 

41 . CONTINUOUS DEVELOPMENT. Notwithstanding anything contained herein to 
the contrary at the end of the primary term, this lease will terminate as to all lands, 
except lands included in the maximum size proration units approved or allowed by the 
Railroad Commission of the State of Texas for each well from which oil and/or gas is 
being produced in paying quantities. However, if at the end of the primary term, Lessee 
has completed or is drilling at least one (1) well on the leased premises, this lease shall 
continue so long as Lessee begins to drill (with diligence) a well within six (6) months 
after the end of the primary term, and *begins thereafter to drill (with diligence), another 
well within each six (6) month interval after the end of the primary term as provided 
above, then this lease will terminate as to all lands included in a maximum size 
producing proration unit approved or allowed by the Railroad Commission of Texas, or 
as otherwise provided herein, of a well producing in paying quantities, and all depths to 
one hundred feet (1 00') below the base of the deepest producing horizon or the 
stratigraphic equivalent thereof as to each producing well. After the primary term, if the 
production of oil or gas as to any proration unit should cease, this lease shall not 
terminate as to such proration unit if Lessee commences additional drilling, reworking or 
other operations to attempt to establish production of oil or gas in paying quantities 
without cessation of more than 60 days and in the event production of oil or gas is 
restored, for so long thereafter as oil or gas is produced from such proration unit in 
paying quantities. 

* "Begins to drill" is the time when there has been erected a derrick, a rig and 
machinery, other than a cable tool , capable of drilling to the total depth and the 
machinery is drilling under power. As used in this lease, the term "producing in paying 

.... - ... ' 
quantities" means that the receipts from the sate or other authorized commercial use of 
the substance(s) covered exceed out of pocket operational expenses for the six months 
last past. 

True and Correct 
copy of 

I led in 
v sCo nty 

Clerks Off 
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GEORGE G. STALEY 

Mr. Drew Reid 
General Land office 
1700 N. Congress Ave. 
Austin, TX 78701-1495 

Re: Oil & Gas Leases: 

July 8, 20 II 

P 0 . Box 1556 
Midland, Texas 79702 

(432) 682-3749 

Jud 0. Roberts Living Trust, Jud 0. Roberts, Trustee. North One-Half (N/2) of Section 
4, Block 59, Public School Land Survey, Reeves County, Texas, all rights below 14,875'. 

Weldon Scott Armstrong, Jr., a!k/a Scott Armstrong, Jr. and wife Regina Anne 
Armstrong, Barbara L. White, Trustee of the Barbara L. Willte Revocable Living Trust 
and Bruce E. Bowe and Louise E. Bowe, Trustees of the Bruce E. Bowe and Louis E. 
Bowe Rev. Trust, dated November 14, 2007. East One-Half (E/2) of Section 3, Block 59, 
Public School Land Survey, Reeves County, Texas, all rights below 14,875 ' . 

Dear Mr. Reid: 

Enclosed herewith are four (4) certified recorded copies of the captioned Leases. Also enclosed 
are my checks as follows: 

I. Check in the amount of $128,000.00 for the Bonus due the State of Texas. 

Oil & Gas Leases: 
1\l( /(Zl--]00 • North One-Half(N/2) of Section 4, Block 59, PLS Survey, Reeves County, Texas 
I v• ./ Jud 0. Roberts Living Trust, Jud 0 . Roberts Trustee 64,000.00 

• West One-Half W '2) of ection 3, Block 59, PLS Survey, Reeves County, Texas 

M f f 11-'7 o<6 A ./ Weldon Scott Armstrong, Jr. , aka Scott Armstrong Jr. , & Wife, 

Regina Anne Arrnstong 

J3 ./ Bruce E. Bowe & Louise E. Bowe, Trustees ofthe Bruce & Louise 
/v( P I I Z--- Cf {) g E. Bowe Rev. Trust 

I~\ f f 1 i-- ~_,l 0~~./ Barbara White, Dealing in her Sole and Separate Property 

32,000.00 

16,000.00 

16,000.00 

S128,000.00 



2. Check in the amount of $250.00 fo r the filing fee. 

Please send your usual letter approving the Leases when available. Should you have any 
questions, please contact Ted Fergeson at 432.682.3749, ext. 105. 

Yours truly, 

&~eYn~~ 
Enclosures: 



F 
GEORGE GGSTAlEY OIL & GAS ACCOUNT 

rom: George . Staley 
To: General Land Office 

1700 N Congress Ave 
Auslln. TX 78701 -1495 

Vendor Code 
GLO 

Check Date Check Amount 
07/08/201 1 v$128.000.00 

l 1:1voice # Invoice Amt 

I 
128,000.00 

~~ ~-~n-vo-i-ce--#------------.---1-nv_o_i-ce __ A_m_,t , ~ 
l!128000.00 . 

Oil & Gas Leases 
t :orth One-Half (N/2) of Section 4, Block 59, 
FLS Survey, Reeves County, Texas 
.!Jd 0 . Roberts Living Trust. Jud 0 Roberts 
T:ustee 64,000.00 
West One-Half (W/2) of Section 3, Block 59, 
PLS Survey, Reeves County, Texas 
'!''eldon Scott Armstrong, Jr ., aka Scott 
Armstrong Jr., & Wife, Regina Anne Armstong 
32,000.00 
Bruce E. Bowe & Louise E. Bowe, Trustees of 
the Bruce & Louise E Bowe Rev Trust 
16,000.00 
Barbara White, Dealing in her Sole and 
Separate Property 
16,000.00 

GEORGE G. STAlEY OIL & GAS ACCOUNT 
From: George G. Staley 

To: General Land Office 
1700 N Congress Ave 
Auslln TX 78701 -1495 

Invoice# I Invoice Amt I Invoice# 

Vendor Code 
GLO 

128,000.00 I s12a,ooo.oo 
Oil & Gas Leases· 
North One-Half (N/2) of Section 4, Block 59, 
PLS Survey, Reeves County , Texas 
Jud 0 . Roberts Living Trust. Jud 0 . Roberts 
Trustee 64,000.00 
West One-Half (W/2) of Section 3, Block 59, 
PLS Survey, Reeves County, Texas 
Weldon Scott Armstrong , Jr., aka Scott 
Armstrong Jr., & Wife, Regina Anne Armstong 
32,000.00 
Bruce E. Bowe & Louise E. Bowe, Trustees of 
lhe Bruce & Louise E. Bowe Rev. Trust 
16,000.00 
Barbara White, Dealing in her Sole and 
Separate Property 
16,000.00 

Check Date 
07/08/201 1 

Invoice Amt l 

Check Amount 
$128,000.00 

001720 
Check Number 

W TX-1720 

001720 
Check Number 

W TX-1720 



GEORGE G STALEY OIL & GAS ACCOUNT 
From: George G. Staley 

To: General Land Office 
1700 N Congress Ave 
AusOn, TX 78701· 1495 

Invoice# 

filing fees: 
Jud 0 . Roberts 

I Invoice Amt 
250.00 

Weldon Scott Armstrong, Jr., aka Scott 
Armstrong Jr .. & wife Regina Anne Armstrong 
Bruce E. Bowe & Louise E Bowe 
Barbara White 

GEORGE G. STALEY OIL & GAS ACCOUNT 
From: George G. Staley 

To: General Land Office 
1700 N Congress Ave 
Austin. TX 78701-1495 

Invoice# 

filing fees: 
Jud 0 . Roberts 

I Invoice Amt 
250.00 

Weldon Scott Armstrong, Jr., aka Scott 
Armstrong Jr., & wife Regina Anne Armstrong 
Bruce E. Bowe & Louise E. Bowe 
Barbara White 

Vendor Code 
GLO 

Vendor Code 
GLO 

Check Date 
07/08/2011 

Check Date 
07/08/2011 

Check Amount 
$250.00 

Check Amount 
$250.00 

001721 
Check Number 

W TX-1721 

001721 
Check Number 

W TX-1721 
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TE XAS ER A L LA D OF F IC E 

November 14,20 11 

George G. Staley 
PO Box 1556 
Midland TX 79702 

Re: State Lease MF112908 

Dear Mr. Staley: 

]ERRY PAITERSO , COMMISSIO ER 

Three RAL Leases dated June 15 , 20 I I covering W /2 Sec 3, 
Blk 59, Public School Land Survey, Reeves Co TX, 320 ac 
See second page for a description of the leases 

The certified copies of the Relinquishment Act leases covering the above referenced tract has been approved and fi led in 
our records under the State Lease No. MF112908A, MF112908B and MF112908C. Please refer to these numbers 
when making rental, shut-in or any other payments to the State and in all future correspondence concerning the 
leases. Failure to include the mineral ftle 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 IO(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- 10, Oil 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 out of a check for $128,000.00 has been applied to the State's portion of the cash 
bonuses for these leases. Part of your remittance of check # 1721 for $250.00 has been applied to the processing fee 
($100.00) and one filing fee ($25.00) for one of these leases. We are required by statute to collect a filing fee of$25.00 
per lease; therefore, please remit an additional $50.00 for the filing fee for two of the leases. 

Yours truly, 

Harriet Dunne, CPL 
Manager, Mineral Leasing, Energy Resources 
512-475-1 579 
5 12-475-1 543 (fax) 
harriet.dunne@glo. texas.gov 

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

Post Office Box 12873 · Austin, Texas 78711- 2873 

512- 463-5001 • 800-998-4GLO 

www.glo.state. tx. us 



.. 

George G. Staley 
November 14, 2011 
Page2 

STATE LEASE MF112908A 

STATE LEASE MF112908B 

STATE LEASE MF112908C 

Lease recorded at Clerk's File No. 4420, with bonus of $32,000 
Weldon Scott Armstrong, Jr., et ux, agent for the State ofTX, 
Lessor 

Lease recorded at Clerk's File No. 4418, with bonus of$16,000.00 
Bruce E. Bowe and Louise E Bowe Rev Trust dated 11 -14-2007, 
as agent for the State ofTX, Lessor 

Lease recorded at Clerk's File No. 4419, with bonus of$16,000.00 
Barbara \Vhite, agent for the State ofTX, Lessor 
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From : 
To: 
CC : 
Date: 
Subject: 

Mike May 
Alex Saenz; Mary Barnstone 
Harriet Dunne 
7/19/2013 1:57PM 
Re: 08-233022 

Good, that's how its been reported. 

Mike 

»> Alex Saenz 7/19/2013 1:56PM »> 
Mike, 
The well goes to Unit 4818. 
There was a little overlap in the depths and was tied to MF112908, but I removed it. 

Alex 

»> On 7/19/13 at 10:16 AM, in message <51E9452B.89A6.004F.O@GLO.TEXAS.GOV>, Mike May 
wrote: 

WI has this id tied to MF112908. WI also has it tied to unit 4818. Which is correct? 

Thanks, 

Mike May 



5. 

File No. 1\1.£ 112402 
elWlj i 1M.· 1.\!>H io llthtb 4~1@? 

Date Filed:_1...,./~ffl'+'f 1....,.3.__ ____ _ 
Jerry E. Paderson, CommiSSioner 

By .;;so 


