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Block 
Block Name 

Township 
Section/Tract 

Land Part 

Control 
07-109023 

Part Description 

Acres 

Depth Be/ow 

Name 

Lease Date 
Primary Term 

Bonus ($) 

Rental($) 

Lease Royalty 

MF112939 

Base File 
94108 

T& P RYCO 

57 

2-S 

44 

E2 

320 

Depth Above 

County 
REEVES 

Depth Other 

ENERGEN RESOURCES CORP 

1/21/2011 

3yrs 

$133,061.70 

$0.00 

0.1250 



Contents of Mineral File Number: - -1-l' \__...!~~4-'----=-3--1C] ___ _ 



HAL REVIEW SHEET 

Transactiln # 7203 R. Widmayer 

LBssor: Graves , Louisa and Frank W . Graves, Trustees of the Grav Loasa Data: 3/11 /2011 ll 0 

Lasso a: Chalfant Properties, Inc. Gross Acros: 960 

NatAcros: 88.9 

lEASE DESCRJITIJN 

County ~# Ba so RIB f*l Part Soc. BOck Twp Survey Abst# 
REEVES -- 94108 E/2 44 57 02S T & PRY CO 2458 

REEVES ~ 94105 ALL 10 57 03S T & PRY CO 2464 

TERMS OFFERED TERMS RECir.tMINDED 

Prtmary T ornt Is years Primary Torm Is years 

Bonus/ A era: $SOO.OO Bonus/Aero $1 ,soo.oo 1 

Ron tall Aero: $1 .00 Rontai/Acro $1 .oo 1 

Royalty: 11/4 Royalty j1t4 

COMPARISONS 

MF# Lossao Datu Term Bonus/Ac. Rontai/Ac. Royalty llstanco 
MF106880 

I Pe.t') Ct Wl 9 

I 

I 

COllin ants: 

Approvod: 

jAnadarko Petroleum Corporation II 6/16/2006 js years $4oo.oo 1 $1 .00 1/4 Last Loaso 

p e. tv<>h C\ (,v k. 1/(o?e.,.-} r(' 5 11 1- II - l l Is Y.; 'f;I:SOO·OD I $ /. JD 'l y 111 Mile South 

I I I II 

I I I II 

I I I I 
•. 

James S. Patterson with 88 .90 acres & William E. Patterson with 88.90 acres in this lease. The leases say 
3 years. The letter says~ years with paid up rentals for years 2 & 3. 4th to pay up 5th at $500.00. 
Recommend $1'ZOOjoY4th year rental. 

Wednesday, April 27, 2011 



--..LJJ.J!NQUISHMENI--.ACT LEASE APPLICATION 

Texas General Land Office Jeny Patterson, Commissioner 

TO: Jerry Patterson, Corn.rrllssioner 

Larry Laine, Chief Clerk 

Bill W arruck, General Counsel 

Louis R enaud, Deputy Commissioner 

FROM : Robert Hatter, Director of Mineral Leasing 

Tracey Throckmorton, Geoscience Manager 

Applicant: Chalfant Properties, Inc. 

Prim. Term: 5 years Bonus/ Acre 

Royalty: 1/4 Rental/Acre 

DATE: 

County: 

$1,500.00 

$1.00 

Consideration 

Recommended: - Date: _....,!'f~b~7...:./,...;..,.:....l _ 
Not Recommended : -----

27-Apr- 11 

REEVES 

Comments: James S. Patterson with 88.90 acres & William E. Patterson with 88.90 acres in this lease. The leases 
say 3 years. The le~\~YS 5 years with paid up rentals for years 2 & 3. 4th to pay up 5th at $500.00. 
R P.C'.f'lmmP.nrl '1: 1! 00 fn r 4 th VP.ll r rP.nt::~ l 

Form 

Recommended: ;Zm Date: ~ /o l.l'/, 
Not Recommended : -----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: 

Not Recommended : -----

Bill Warruck, General Counsel 

Recornmended: 64~ 
Not Recommended : -----

L 

Approved: --"-~'----

Not Approved: _ ___ _ 

Date: -.:T- I 6- 1 I 

Date: fl?jl/ 

Date: ---'-4 ___../1 l_~ 
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ENERGEti RESOURCES CORPORATION 
e:J5-~ichard Arrington BlvC North 
B1rm1ngham, Alabama 35203-2707 
Telephone (205) 326-2710 

• •••••• • • 

• 
• •• • • • ••• • 

• •••••• • • 

•• • • • • •• 

VENDOR NAME 

STATE OF TEXAS 

VOUCHER VENDOR INV # 

06-AP-17564 070111WW 
LEASE BONUS 
OVERNIGHT TO MIDLAND 

TOTAL INVOICES PAID 

11713327 Page 1 of 1 

INV DATE 

06/02/11 

VENDOR NO 

21640 

TOTAL 
AMOUNT 

55,830 . 00 

r'\c:TArou occi'\DC nconcrru.1~ 

CHECK DATE CHECK NUMBER AMOUNT 

Jul-07 -2011 380785 $55,830.00 

PRIOR PMTS NET 
& DISCOUNTS AMOUNT 

0.00 55,830.00 

~ ~ 55,830.00 

0 ld-'1 



ENERGE,t:.l RESOURCES CORPORATION 
1505 Richard Arrington Blvd North 
B1rrmngham. Alabama 35203-2707 
Telephone (205) 326-2710 

.. 

• •••••• • • 
• •• •c-•. • • 

• 
•••• • •••• 

• 
• •• • • • ••• 

VENDOR NAME 

STATE OF TEXAS 

VOUCHER VENDOR INV # 

07 - AP-12165 072211DD 
BONUS 
OVERNIGHT TO MIDLAND 

TOTAL INVOICES PAID 

INV DATE 

07/19/11 

11714389 
Page 1 of 1 

VENDOR NO 

21640 

TOTAL 
AMOUNT 

12,832.50 

C) 

CHECK DATE CHECK NUMBER AMOUNT 

Jul-26-2011 383108 $12,832.50 

PRIOR PMTS 
& DISCOUNTS 

0 . 00 

NE T 
AMOUNT 

12,832 . 50 

~ 12,832.50 



. 
. ENERGt\'i RESOURCES CORPORATION 

t.OS Richard Arrington Blvd North 
Birmingham. Alabama 35203-2707 
Tele~:.one (205) 326-2710 

L. VENDOR NAME 

I STATE OF TEXAS 

• 

VOUCHER VENDOR INV # 

08-AP- 12792 082211K1 
LEASE BONUS 
OVERNIGHT TO MIDLAND 

TOTAL INVOICES PAID 

•••••• • • 
• •••••• • • 

• 
• •••••• • • .. 

,~ 

INV DATE 

08/16/11 

12700027 Page 1 of 1 

VENDOR NO 

21640 

TOTAL 
AMOUNT 

4,998 . 75 

\ '?-'\ 

CHECK DATE II CHECK NUMBER II AMOUNT I 
Aug-25-2011 II 387148 II $4,998.75 1 

PRIOR PMTS 
& DISCOUNTS 

0 . 00 

<) 

(f) 

NET 
AMOUNT 

4,998.75 

*--.,998 . 75 



' EN ERG EN RESOURCES CORP~A TIO!,I 
605 Richard Arrington Blvd North 
Birmingham, Alabama 35203-2707 

- Telephone (205) 326-2710 

• •••••• • • 
• 

··~··· • • 
• 

• •• • • • ••• • 
• •••••• • • 

• 
•• • • • • •• 

VENDOR NAME 

STATE OF TEXAS 

VOUCHER VENDOR INV # 

06-AP-1694 5 07011 1UU 
LEASE BONUS 
OVERNIGHT TO MIDLAND 

TOTAL I NVOICES PAID 

INV DATE 

06 / 02/11 

11713328 

VENDOR NO. 

21640 

TOTAL 
AMOUNT 

4,9 98.75 

CHECK DATE CHECK NUMBER 

J ul-07 -2011 380784 

PRI OR PMTS 
& DISCOUNTS 

0 . 00 

Page 1 of 1 

AMOUNT 

$4,998.75 

NET 
AMOUNT 

4,998.75 

{ 4,998.75 



ENERGEN 
Rf<;OUR([<; 

• •••••• • • 
• •• •••• • • 

• 
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• 
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July 12, 2011 

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

Re: 

Dear Drew: 

E2 of Section 44, Block 57, T2, T&P RR Co. Survey 
Reeves County TX 
Self Children's Management Trust- Agent 

Enclosed please find Energen Resources Corporation's check #380785, in the amount of 
$55,830.00, representing the bonus payment due for the trust's oil and gas interest in the above 
referenced property . 

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

Robert (Bob) C. Heller 
District Landman 

RCH/ mm 
Enclosures 

RECEIVED AND ACCEPTED THIS ___ day of July, 2011. 

STATE OF TEXAS 

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

Energen Resources Corporation. an Energen Company 3300 North "A" Street Build1ng 4 Suite 100. Midland. Texas 79705 (432) 687-1155 
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W ILLI AM A. C HALFANT, CP L 
MATTI lEW C HALFA NT, RL 

CHALFANT PROPERTIES, INC. 

August 2, 2011 

Mr. Drew Reid 
Texas Genera l Land Office 
1700 North Congress Avenue 
Austin, TX 78701 

r!Jd & g .,, L La llll:J <tnd '..P' of~'lit 1 

1502 NORTH BIG SPRING 

P. 0 . BOX 3123 

MIDLAND, TEXAS 79702-3 123 

Re: Block 57 ,. T2S, T&P RR Survey 
Tract 1 : Section 44: E/2 

Dear Mr. Reid: 

O fc: {432) 684-98 19 
Fax: {432) 682-260 I 

E-mail: bill@chalfan lproperti e~ . com 

mallhew@chalfantproper ties.com 

With regard to the above-captioned lands, enclosed please find Energen Resources' check 
no. 383108 in the amount of $12,832.50 as bonus consideration covering your interest in 
320.00 gross acres, or 17.110 net acres. The surface owners, Henke Petroleum Corp 
received an identical amount. 

Thank you for your cooperation. Should you have any questions, please do not hesitate to 
contact me at the information on the letterhead. 

Sincerely , 

·tv\~ 
Matthew Chalfant 

MC/kj 
enclosures 

~i;-

AAPL's FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 · 1999 
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July 12, 2011 

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

Re: 

Dear Drew: 

E2 of Section 44, Block 57, T2, T&P RR Co. Survey 
Reeves County TX 
Margaret S. Shockley Trust- Agent 

Enclosed please find Energen Resources Corporation's check #380784, in the amount of 
$4,998.75, representing the bonus payment due for the trust's oil and gas interest in the above 
referenced property . 

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

Robert (Bob) C. Heller 
District Landman 

RCH/mm 
Enclosures 

RECEIVED AND ACCEPTED THIS _ _ _ day of July, 2011. 

THE STATE OF TEXAS 

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

Energen Resources Corporation, an Energen Company 3300 North "A" Street Building 4, Suite 100, Midland, Texas 79705 (432) 687-1155 
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W ILLIAM A. CHALFANT, CPL 
Mf'~THEW CHALFANT, RL 

Ofc: (432 ) 684-9819 
Fax: ( 432 ) 682-260 I 

E-mail: bil l@chalfan tproperties.com 
matthew@chalfantproperties.com 

• •••• • • • • 
• 

• •• •••• • • 

• 
•••• • • • •• • 

CHALFANT PROPERTIES, INC. 

August 30, 2011 

Mr. Drew Reid 
Texas General Land Office 
1700 North Congress Avenue 
Austin , TX 78701 

1502 NORTH BIG SPRING 

P. 0. BOX 3123 

M IDLAND, TEXAS 79702-3123 

Re: Block 57, T2S, T&P RR Survey 
Section 44: E/2 

Dear Mr. Reid : 

With regard to the above-captioned lands, enclosed please find Energen Resources' check 
no. 387148 in the amount of $4,998.75 as bonus consideration covering your int erest in 
320.00 gross acres, or 6.665 net acres. The surface owners, Heritage Trust Co. , Trustee of 
the Jo Ann Shaw Barber Trust f/b/o Kenneth Barber, received an identical amount. 

Thank you for your cooperation. Should you have any questions, please do not hesitate to 
contact m e at the information on t he letterhead. 

Sincerely, 

Matthew Chalfant 

MC/kj 
enclosures 

AAPL's FIRST INDEPENDENT LANDMAN OF THE YEAR 1998- 1999 
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ENERGEN RESOURCES CORPORATION 
605 Richard Arringlon Blvd North 
Bormlngham. Alabama 35203·2707 
Telephone (205) 326-27 10 

VENDOR NAME 

STATE OF TEXAS 

Pog o 1 of 1 

117 07 464 
CHECK OAl E AMOUNT 

Mar-01 -2011 $54,401 .70 

VOUCHER VENDOR INV II INV DATE TOTAL 
AMOUNT 

PRIOR PMTS 
& DISCOUNT S 

NET 
AMOUNT 

02-AP-9274 022811A 
BONUS 

02/24/11 

OVERNIGHT TO MIDLAN D - ATTN : KEN GRAY 
TOTAL I NVOICES PAI D 

54,401.70 

/ f)f) (_ 
( ( ~~ I L_) . ( \ . , e ,i I ( I ) 

b u \LA<) 

)0\ f. (V (\ 

,. ( I I I) I \ l I \ \ ( ., 

! D \I t,..,()n' J 

< ( \( I 
\ ' I 

-> 

DETACH BEFORE DEPOSITING 

0.00 54, 401.70 

{ 5 4, 401.70 

ra\ 

rn ~~~TIWib\ffi 
J_ffi. MAR 1 8 ZO II illJ 

tWi:il'i•l•IOIIJ&i:jliiOl•ilif.!II!'-J.-l§!Ojll:lin {f.Siii:I'J''A."@I :f.tO):t il•lil •i31l·11i1

7 0 
7 

4 6 4 
ENERGEN RESOURCES CORPORATION WachDvla Bank No. 3661 10 
605 Richard Arrington Blvd Nolth 
Blrrnlnpham, Alabama 35203-2707 
Telephone (205) 326-2710 

CHECK NO DATE 

EXAC~~~51,10ldols70cts 366110 Mar-01-2011 

TO 
THE 
ORDER 
OF 

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

. . . '... .. . - - . . . ,. . --: .... ,. ... 

PAY EXACTLY 

$S.M01.70 
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ENERGEN 
R E S OURCE S 

March 16, 2011 

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

Re: E2 of Section 44, Glock 57, T2S, T&P RR Co. Survey 

Reeves County TX; 106.67 net acres 

Mineral Classified Lease 

Dear Drew: 

Enclosed please find Energen Resources Corporation's check #366110, in the amount of 
$54,401.70, representing the bonus payment due for your oil and gas interest in the above 
re ferenced property. 

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

Robert (Bob) C. Helle r 
District Landman 

RCH/ mm 
Enclosures 

RECEIVED AND ACCEPTED THIS __ day of March, 2011. 

STATE OF TEXAS 

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

Energen Resources Corporation, an Energen Company 3300 North "A· Street Building 4. Suite 100, Midland, Texas 79705 (432) 687·1155 
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FILE# 3302 

~a! land Ofllce 
Rellnq .. shmeno Act leue Form 
ReYised. September t 997 

BOOK 8 81 PA GE 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered into this 21st day of January, 2011 . belwe«l the State of Texas. acting by and ttvough •Is 
agent. BRENNAND ENERGY LTD. of 1330 Post Oak Blvd Suite 254() Hous!Qn. Texas nQ56 

(G!Ye Pe<manenc Acld<ess) 

said agent herein refe<Ted to as the owner of the soU (wllethef one or more). and ENERGEN RESOURCES CQRPORATION. of 
3300 NO!lh ·A· Street Buik!lna 4 Sul!e 100. Midla(!(j. Texas 79705. hereinafter called Lessee 

(Give Petrnaneno Acld<ou) 

1. GRANTING CLAUSE. For and in consldfl(;ltion of the amounts stated below and of the covenants and agreemenls to 
be paid, kept and performed by Lessee under this lease. the Stal e of Texas acling by and through the owner of the soil. hereby 
grants. leases and lets unto Lessee. for lhe sole and only purpose ol p<ospecting and dnlhng for and p<oduong 011 and gas. lay.ng 
pipe lines. building tanks. storing on and bu•k!ing powet st.ations, leiephone lines and olher slrudures thereon, co p<oduce. save . 
lake care of. !Teal and transport said products of the lease. the folto'Mng lands silualed In Reeves Cooney. Slate ofT exas. tD-Wit" 

Enl one-half (E/2) of S.cllon 44, Block 57, T· 2·S, T&P Ry. Co. Survey 

Cont.alning 320 aO'eS. more or less. The bonus considfl(;ltion paid for this lease Is as lollowS' 

To the St.ale of Texas: Fifty F001 Thousand F001 Hundred One and 70/100 
Dollars(~ 

To the owner of the soli: Fifty Four Thousand Four Hundred One and 70/100 
Dollars($~) 

Tot.al bonus considfl(;llloo: One Hundred E!oht Thousand E!ohl Hundred Three a!!d 401100 
Dollars (S 108 803.40) 

The lola! bonus consideration paid represenls a bonus of One Thousand Twenly Dollars (ill2Q) per aae. on 106.67 net ao-es 

2. TERM. Subjl!d to the other p<avisloos In this lease. this lease shall be for a lerm of three (3) years from this date 
(herein called ·pnmary cerm·) and as long thereafter as oil and gas. or either of !hem. Is produced •n paying quanbties from said 
land. As used •n this lease. the term ·produced •n paying quanbties· means that the receipls from the sale or other aulhonzed 
commercial use of the substance(s) oovered exceed out of pocket operaliooal expenses for the six months last past. 

3. DELAY RENTALS. [This Ia a paiO.up 1e- and no delay rentals are payable hereunder. This provision Is 
c01mpleted solel y fM the purpose of providing an amount for uM In paying minimum royalties (Paragraph 5) and shut-In 
royaltln (Paragraph 14).] If no well Is commenced on lhe leased premises on or before one ( t) year from this date, this lease 
shall terminate. unless on or before such anrwersary dale Lessee sihall pay or lender 10 the owner of the 5011 or to hos o-ed•t•n the _ 
.,..-,...,..,-.,-,---.,-="-.,---,,---,,- Bank. al NIA . or •IS successors 
(which shall continue as the depository regardless of changes In the ownership of said land). the amount speofted below: •n 
addition. Lessee shall pay or lender to the COMMISSIONER OF THE GENERAl LAND OFFICE OF THE STATE OF TEXAS. AT 
AUSTIN, TEXAS. a like sum on or before said date. Paymenls under this paragraph shall operale as a renlal and shall cover the 
privilege of deferring I he commencement of a well lor one (1) year from said date. PaymeniS under thos paragraph shall be in the 
following amounls: 

To the owner of the soil.-----.,--- - --------­
Dollars 

To the State of Te._xa_s_: __ -_-_-_-_-_-_-_-_-_----~-------------
Dollars (.,._ ______ _, 

TotaiRentai:.~--,~------~------------­
Doltars 11-------

In a ~ke manner and upon like payments or lenders annually. the commencement of a well may be hl1her deferred for successive 
periods of one (1) year each during the primary term. All payments or lenders ol rental to the owner of the 5011 may be made by 
check or sight draft of Lessee. or any ass~ of this lease. and may be delivered on or before the rental paying dale. If the bank 
deslgnaled in this paragraph (or lis successor bank) should cease 10 exlsl. suspend business. liquidale. fall or be succeeded by 
another bank. or lor any reason fall or refuse co accept renlal. Lessee sihall not be held in default for failure to make such paymeniS 
or lenders of renlal until thirty (30) days aner the owner of the soli shall deliver co Lessee a proper recordable Instrument nam•ng 
another bank as agenl lo receive such payments or lenders 

4. PROOUCTlON ROY AI.. TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause co be paid on&-half 
( 112) of the royally provided for In this lease to the Commissioner of the General Land Office ol the Slate of Texas. al Ausbn, Texas, 
and on&-half ( 112) o f such royalty to the owner of the soil· 

(A) OIL Royally payable on oil. which •s defined as inclucling al hydrocarbons p<oduoed in a liquid form at the mouth of 
the well and also a s all condensace. dtsbllate. and other liQuid hydrocarbons recovered from 011 or gas lVI through a separ.llor or 

1·10lUOQ026S I 

141 
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BOOK ~ ~ 1 PAGE 142 

other 8Quopmenl . as he<81naher prolllded, shall be ,25% part of lhe gross produciiOn or lhe marl<el value thereof. althe opiiOn of the 
owner of lhe SOli or lhe CommossionM of lhe Geoenll Land Office, sucn value 10 be delemmled by 1) lhe hlghesl posled pnce, plus 
pre<mum. of any. offered 0< paid fo< ool. condensale, cl<sbllale. or other liquid hydrocarbons. respecbvely, of a hke 1ype and graV11y in 
lhe g-..1 area where produced and _., run, or 2) the lvghesl marl<el pnce thereof oHe<ed or paid on the genC!f'81 area where 
produced and_., run. 0< 3) lhe gross proceeds of lhe sale thereof. whlc:hever os lhe grealer Lessee agrees lhal beiO<e any gas 
produced from lhe leased premoses os sold, used 0< processed on a planl. 11 will be run tree of cosl 10 lhe royally owne<s IIVough an 
ad8Quale od and gas separaiO< ol convenbOnal lype. 0< other 8Qui.pmenl al leasl as effioenl. so lhal all liquid hydrocarbonS 
recoverable from the gas by sucn means Will be recovered The r8QUM'emen1 lhal sucn ga.s be run IIVough a separ.IIO< or other 
8QU1pmenl may be Wli!Ved, In wnbng, by lhe royally owne<s upon sucn lerms and OOf'ldiiiOnS as !hey presc::nbe 

(B) NON PROCESSED GAS Royally on any gas (ondudlfl9 ftared gas). whiCh os defined as aN hydrocarbons and 
gaseous subslances nol defined as oil on subparagraph (A) above. produced from any well on said land (excepl as prolllded he<81n 
With respecl 10 gas processed in a planl 1o< lhe elC1TaCilon of gasolone, hquld hydrocarbonS or other products) shall be 25% part of 
the gross prodUCIIOn or lhe marl<el value lhe<eof. al lhe opiiOn of lhe owner of lhe SOli or lhe CommosSIOOer of lhe General Land 
Office. sUCh value 10 be based on lhe highest marl<et pnce paid or offered for gas of comparable qualify on the general area where 
produced and when run, or lhe gross price paid 01 o ffered 10 lhe producer, whlcl'lever is lhe greater, provided that the maxomum 
pressure base on measunng the gas under thos lease shall not at any time exceed 14.65 pounds per square lncl'l absolute. and the 
slandard base 1empera1ure Shall be sixty (60) degrees Fahrenhetl . correction lobe made fO< pressure accordong 10 Boyle's Law. and 
for specific gravoly accordong 10 tesl s made by lhe Balance Method or by lhe most approved method of testing betng used by the 
industry at the lome of 1esung. 

(C) PROCESSED GAS. Royally on any gas processed on a gasolone planl 0< o lhe< plan! fO< the recovery of gasolone or 
Olher hquod hydrocarbons shall be 25% part of lhe residue gas and lhe hquld hydrocarbonS extraCied 0< lhe marl<et value !hereof, at 
lhe optoon of lhe Owher of lhe SOli 0< lhe CommosSIOOer of lhe General Land Office All royaltoes due he<81n Shall be based on one 
hundred percenl ( 1 O<Wo) of lhe tolal planl prodUCIIOn o f residue gas a11nbula01e 10 gas produced from thrs lease. and on filly percent 
(50%). 0< lhal percenl acaung 10 Lessee. wl'llchevet os lhe grea1er. of lhe lolal planl prodUCIIOn of hquld hydrocarbonS annbulable 
to lhe gas produced ""'" thrs lease. prolllded lhat of IIQUOd hydrocarbons are recovered from gas processed on a plant 10 whiCh 
Lessee (O< ots parent. subsodlaly 01 affihale) owns an onterest. then lhe percentage applicable 10 hquld hydrocarbons shall be filly 
percent (50"/o) "' lhe highest pe<cent acaung to a third party processong gas through sucn planl under a procesSifl9 agreemenl 
negobated al arm's length (O< of there os no sucn third party, lhe hoghesl percent then betng speofied 10 procesSifl9 agretements or 
conlr.lcts rn lhe Industry). whlc:heve< os lhe greater The respeciiYe royalbes on residue gas and on loquld hydrocarbons Shalt be 
determoned by 1) lhe hoghest marl<et pnce paid or olfered 1o< any gas (or IIQUOd hydrocarbonS) of comparable qua illy rn lhe gener.~l 
area. 01 2) lhe gross pnce paid 01 offered fO< sucn residue gas (0< the weoghled average gross sellong pnce fO< lhe respedJve grades 
of liquid hydrocarbonS). whlc:hever Is the greate< In no event. howeve<. shall !he royal~es payaDie under this paragr.~ph be less lhan 
lhe royal~es wl'llcl'l would have been due had lhe gas not been processed. 

(D) OTHER PRODUCTS. Royally on carbon black. sulphur or any other products produced or manufactured from gas 
(exceptong loquld hydrocarbons) whether said gas be ·casinghead." ·e~ry: or any olhe< gas. by lractlonabng, bumong 0< any Other 
procesSing shalt be 25"/o part of the gross production o l sucn prodUCIS. 01 lhe marl<et value thereof. at lhe opt10<1 of the owher of the 
SOtl or the Commossooner of the General Land Office. sucn marl<et value to be determoned as follows 1) on the basos of the htghesl 
marl<et pnce o f eacl'l product for lhe same month in which sucn productos produced, 01 2) on the basos o f lhe average gross sale 
pnce of each product fD< the same month on wl'llcl'l SUCh prodUCIS are produced, -...!1idleve< os the greater 

s. MINIMUM ROYALTY. Duong any year after lhe el<f)lr.IIIOn of lhe pnmary term ol thos lease. of ltlos lease os maonlaoned 
by produellon. lhe royalbes paid under tros lease on no event shall be less lhan an amounl equal to lhe total annual delay rental 
herern prolllded. othe<wlse, there shall be due and payaDie on or beiO<e lhe last day of lhe month suc:ceedoog lhe annove<sary date 
olthos lease a sum eQual to lhe tolal annual rental less lhe amount ol royalbes paid duong lhe precedoog year If Paragr.~ph 3 ol this 
lease does no1 speofy a delay rental amount, then for lhe purposes o f this paragraph, lhe delay renlal amounl shall be five dOllars 
(S5 00) per aae 

6. ROY AI. TY IN KIND. No!WIIhSiandong any olher provosoon on tros tease. at any bme or lrom bme 10 ume. lhe owner o f the 
SOli or the Commossooner of the General Land Office may. a1 the optoon of etthe<, upon no11ess lhan soxty (60) Clays notoce 10 the 
holder of lhe lease. r8Qu11e that the paymenl of any royalbes accrurng 10 sucl'l royally Owher unde< tros lease be made on kond The 
owner of the SOli's or lhe CommosSIOOer of lhe General Land Office's nghl to take olS royally on kond shalt no1 domonosh or negate lhe 
owner of the SOli's 01 lhe Commlssooner of the General Land Office's nghlS or Lessee's oblogauons, wnelher express or omploed, 
under tills lease 

7. NO DEDUCTIONS. Lessee agrees lhal all royalbes accrurng under this tease (ondudong those paid rn kind) shalt be 
Wllhout dedUCIIOn fO< the cost of produong. gathenng, stonng, separating, treabng, del'lydrabng compresSing, procesSing, 
transporung, and olherWise makong the oot. gas and olher prodUCIS hereunder ready fO< sale or use Lessee agrees 10 compule and 
pay royalbes on lhe gross valoe receoved. ondudrng any retmbursements lor severance la<es and prodUCIIOn related costs. 

a. PLANT FUEL AND RECYCL ED GAS. No royally shall be payable on any gas as may represent thrs lease's 
proportJonate share of any fuel used 10 process gas produced he<eunder rn any processong plant No!Withslandong any other 
proV1soon of lhos lease, and subjeCito the wntten consent o f the owner of the SOli and lhe Commissooner of the General Land Office. 
Lessee may recyde gas for gas hh purposes on lhe leased premises 0< for on1ec110n Into any ool 0< gas produong fO<matl011 
underlYing the leased premises after the loquld hydrocarbons conlalned in lhe gas have been removed: no royaltoes shalt be payable 
on the recyded gas unbl •t os produced and sold 01 used by Lessee on a manner wl'llcl'l enbtles the royally owners to a royally under 
thos lease 
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II. ROYAlTY PAYMENTS AND REPORTS. All royalties nol taken In kind shall be paid lo lhe Commissooner of lhe 
General Land Office al Austin. Te•as. ln lhe following manner: 

Payment of royalty on production of oil and gas shall be as provided In lhe rules set forth on lhe T egs Reglst.,... Rules currenuy 
provide that royalty on oil Is due and must be received In the General Land Otfoce on or before the 511> day or the seoond monlh 
s~ng the month of production. and royalty on gas Is due and must be received In the Gen<nl Land Office on or before lhe 
151h day of lhe seoond monlh suc:ceedlng lhe month of production. accompanoed by the affidavrt of lhe ownet. manager or other 
authorized agent. completed In the form and manner prescribed by lhe Gene<al Land Office and showing the gross amounl and 
disposition of all oil and gas produced and the marl<el value of the oil and gas. together Wllh a copy of all documents. records or 
reports oonfirmtng the gross production. dtsposltion and marl<el value Including gas meter readings. popeltne recejpts. gas hne 
recetpts and other checks or memoranda of amount produced and put Into pipelines. tankS. or pools and gas lines or gas storage. 
and any other reports or records which the General Land Office may requtre to verify the gross production, dtsposibon and market 
value In all cases the authority of a manager or agent to act fO< the Lessee herein must be filed on the General Land Office Each 
royalty paymenl shall be acoompanled by a check slvb. schedule. summary or other remittaroce advoce showw1g by the aSSigned 
General Land Office lease number the amounl of royalty being paid on eaCh tease II Lessee pays his royalty on or before lhtrty (30) 
days after lhe royalty payment was due. lhen Lessee owes a penalty of 5'~ on the royalty 0< $25.00. whichever Is greater. A royalty 
payment which Is over thirty (30) days tate shall accrue a penalty ol 10'1. ol lhe royalty due or $25.00 whichever is grealer tn 
addition to a penalty. royalties shall accrue lnleresl al a rate of 12% P"' year. such Interest wil begin to aocrve ...nan lhe royalty Is 
sixty (60) days ov8(due Affidavits and supporting documents whiCh are not filed ...nan due shall incur a penalty in an amounl set by 
lhe General Land Office administrative rule whiCh IS eHectlve on the date ...nan the allidavrts 0< supporllng doa.ments were due 
The Lessee shall bear aa responslbiHty lor paying or causing royalties 10 be paid u prescnbed by lhe due date provdecl hereon 
Payment of lhe delinquency penalty shan In no way operale to prohibit the State's ngllt of forfeiture as provdecl by law nor act to 
postpone the date on which royalties were originally due. The above penalty provisions shall not apply In cases of bile dtsjlute as 10 
lhe State's portion olthe royalty 0< to that portion of the royalty In dispute as to fair market value. All provisions accruing to the 
State with regard to time of payment and penalties shall also extend to the owner of the soil. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissooner of the 
General Land Office with Its best possible estimate ol oil and gas reserves und811ying this lease or allocable to !his lease and shall 
furnish said Commissioner with copies of all rontracts under whiCh gas Is sold 0< processed and an subsequent agreements and 
amendments to such contracts wllhin thirty (30) days alter entering Into ()( making such ronlr.lcts. agre«nents or amendments 
Such oontntcls and agreements ...nan received by the General Land Office shaM be held •n ronfidenc:e by the ~ Land Office 
unless olhe<wise authorized by Lessee All other rontracts and records pertalnong to lhe production, transportabon. sale and 
marketing of the oil and gas produced on said premises. Including the books and accounts. recetpts and discharges of all wells. 
tanks. pools. meters. and pipelines shall at aU times be subject to Inspection and eoamlnation by the Commissioner of lhe General 
Land Office. the Anorney General. lhe Governor. or the representabve of any of lhern 

(B) PERMITS, DRILLING RECORDS. Wrinen notice of an operations on this lease shan be submined to the 
Commissioner of the General Land Office by Lessee or operator five (5) days before spud dale. WO<kover. re-enlry. lemporary 
abandonment or plug and abandonment of any well or welts. Such wrinen nolk:e to the General Land Office shaM lndude copies of 
Railroad Commission forms fO< appllcalion to drill Copies of well tests. completion reports and plugging reports shall be supplied to 
the General Land Office at lhe Hme lhey are filed with the Teoas Railroad Commission. All applications. pe<mlts. reports or other 
filings lhat reference lhls lease or any specific well on the leased premises and thai are submlned to the T el35 Railroad 
Commission or any other governmental agency shall Include the word "Slate· In the dUe. Additionally. In accordance wllh Railroad 
Commission rules. any slgnage on the leased premises lor the purpose of Identifying welts. tank baneries or other assooated 
Improvements to the land must also Include the word ·state • Lessee shaN supply the General Land Office With any records. 
memor-anda. accounts. reports, culllngs and cores. or other onformation relative to the operation of the Bbove-<lescribed prem1ses. 
which may be ~ted by lhe Gene<al Land Office. In addttion 10 those herein expressly pt'OYided lor lessee shal have an 
electrical and/or radioactivity survey made on the bonHiole secbon. from lhe base of the sl.Wface casing to the total depth of well. of 
all wells drilled on the above described premises and shall transm11 a true COPY ol lhe log of each SU<Vey on each welt to lhe General 
Land Office within fifteen (15) days after the making of satd survey 

(C) PENAL TIES. Lessee shalllnctl' a penalty whenever reports. documents or other ma1811als are not filed In the General 
Land Office ...nan due. The penalty for late flUng shall be sel by lhe General Land Office administrative rule whiCh 1S eHective on the 
date when the mal811als were due In the General Land Offioe 

11. DRY HOLEICESSATlON Of PROOUCTlON DURING PRIMARY TERM. II. during the primary lerm hereof and pnor 
to discovery and production of col 0< gas on said land. Lessee should drill a dry hole or holes thereon. or If during the pnmary tenn 
he<eol and after the discovery and actual production or oil or gas from the leased prem1ses such production lllereof Should cease 
from any cause. this lease shall noltermlnate if on 0< before the eJCI)iration of silly (60) days from dale of complelton of said dry hole 
or cessation of production Lessee commences additional drilling or rewor1dng operations ther~~ 
~~->lal"'f>-11\4 ... _.., __ ._.5-P ___ ,... __ .se. II, during the last year of lhe primary lerm or within Silly (60) days pnor 

thereto. a dry hole be completed and abandoned. or lhe production of oil or gas should cease lor any cause. Lessee's ngllts shall 
remain In lull force and eHect without further operations unhl the ell)lration of the primary term. and If Lessee has not resumed 
production In paying QUIInddes at lhe elpirallon of the primary term. Lessee may maintain lhis lease by OO<iducltng addttJonal dnlltng 
or reworking Op8(3tions pursuant to Paragraph 13. using the eopiration of the primary term as the date of cessation of production 
under Paragraph t3. Should lhe first well or any subsequent well drilled on the above described land be completed as a shut· ln oil 
or gas well wllhln the primary term hereol. Lessee may resume paymenl of the annual rentaltn the same manner as provided herein 
on 0< before lhe rental paying date following lhe expiration of sixty (60) days from the dale ol completion ol such shut-in oil or gas 
well and upon lhe failure to make such paymenL this lease shall Ipso facto term1na1e. II al the e>ep~raliOn of the primary term or any 
time thereaft"' a shul~n col or gas well Is located on the leased prem1ses. payments may be made In accordance Wllh the shuHn 
provisions hereof 
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12. DRJLUNG AHD REWORI<JNG AT EXPIRATION OF PRIMARY TERM. If. at the exporabon of the pnmary tenn, 
nei!Mr col nor gas is beong produced on $3ld land. but Leuee Is then engaged in dnllong 0< r~ operabons thereon. thos lease 
shaU remam 10 force so long as .,._,Dons on said well 0< for driUong 0< rewoll<ong of any addillonal wells are pr0$ec:uled in good 
faith and 1n wonunanlike manner wnnout intem.opbonS totaling more lhan sixty (60) days dunng any one such .,._,bon, and if lhey 
result in the production of oil and/or gas, so long thereafter as od and/0< gas IS produced In payong quantitieS from said land. 0< 

payment of shut-tn oil or gas well royalties or compensatory royalties Is made as provided in thos tease 

13. CESSATION, DftiWNG, AHD REWORKING. II, after the exp~raoon olthe pnmary term. produdlon ol Ott or gas from 
the leased premises. alter once obtained. should cease from any cause. thos lease shall not term1nate 11 Lessee commences 
addlbonal drilltng or rewon<ong operations """"" sixty (60) days after such cessation. and this tease shan remain In lull force arid 
effect lor so long as such operallons conbnue In good faith and In IOOII<manlike manner ...,thout 1ntem.opoons totaling more than s1xty 
(60) days. II such dnlhng or reworkong operabonS result in the produCIIOO of oil or gas, the lease shall remaon in lull force and effect 
lor so long as oil or gas is produced from the leaSed premises In paying quantities or payment ol shut-In oil or gas well royalties or 
payment of compensatory royalbes Is made as provided herem or as provided by taw. li the drilling or rewotlclng operations result in 
the completion of a well as a dry hole, the lease will not terminate if lhe Lessee commenoes additional drilling or rewot1c1ng 
operations withon sixty (60) days afler the completion of the well as a dry hole, arid this lease shall remain In effect so long as 
Lessee conbnues drilling or rewotlclng operations in good faith and In a IOOII<manlike manner without Interruptions totaling more lhan 
sixty (60) days. Lessee shall gtve wrinen notiCe to the General Land Office and to the owner of the soli wtthon thirty (30) days of 
any cessation ol produCIIOO. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph , ~.- means any well that has been asSigned a well number 
by the state agency havtng runsdlclion over the produCIIOO of 011 and gas. II, at any nme after the explraoon of the primary term of a 
lease lhat, until being shut1n, was being maintained In force and eflect. a well capable of producing 011 or gas In payong quanbbes is 
located on the leaSed prermses. but col or gas 1s not beong produced for lack of suitable production faolibes or lack of a suitable 
market. then Lessee may pay as a shul-tn 011 or gas royalty an amount equaiiO double the annual rental proVIded In the lease. but 
not less lhan $ 1,200 a year lor each well capable of produCing oit or gas In pa)'lfl9 quanbties. II Paragraph 3 ollhls lease does not 
speoty a delay rental amount. then lor the purposes of this paragraph, the delay rental amount shall be one dollar ($ 1 00) per acre 
To be eflecbve, each initial shul-tn 011 or gas royalty must be paid on or before: ( 1) the eJCptrabon of the pnmary term, (2) 60 days 
after the Lessee ceases to produce oot or gas from the leaSed premoses. or (3) 60 days afler Lessee completes a dnlllng or 
rewotlcing operabon in acoordance With the lease provisions. wtichever date Is latest. Such payment shalt be made one-hall (112) to 
the CommiSSJOne< of the General Land Ollice and one-hall (112) 10 the owner of the SOli If the shut-tn col or gas royalty 1S paid, the 
lease shaU be considered to be a produang lease and the payment shall exlend the term of the lease for a periOd of one year from 
the end of lhe pnmary term. or from the first day of the month ~ the month "' which produCIIOO caased. and. after 11\al. 1f no 
SUitable produciJon taotibes or SUitable market for the oil or gas eXISts, Lessee may exlend the lease for four more succesSive 
penods of one ( I ) year by pa)'lng the same amount each year on or before the exptrabon of each shut4n year 

15. COMPENSATORY ROYALTIES. If. dunng the penod the lease IS ke(llln effect by payment of the shui·IO 011 or gas 
royalty. 011 or gas IS sold and delivered 1n pa)'lfl9 quanbbes from a well located """"" one thousand ( 1,000) leet of the lea.sed 
premoses and completed on the same produong res8fVOir, or 10 any case on wl1ich dratnage os ocrumng, the ngllt to conbnue to 
ma1ntaon the lease by paytng the shut-In oil or gas royalty shaN cease. but the lease shal remain eflect1ve lor the remaonder of the 
year tor which lhe royalty has been paid. The Lessee may maonta1n the lease tor tour more succesSive years by Lessee pa)'lfl9 
compensatory royalty at the royalty rate proVIded In the lease of the market value of productiOII from the well causing the drainage 
or wtoch 1s completed on the same producing reseNOtr and within one thousand ( 1,000) teet of the leased premises. llle 
compensatory royalty Is to be paid monthly, one-hall (112) 10 the Commissioner of the General Land Ollice and one-hall (112) to the 
owner of the soil , beginning on or before the last day of the month loao-lg the month on which the oil or gas Is produced from the 
well caus1ng the dra1nage or lhatos completed In the same produong reservoir and located ...,thin one thousand ( 1,000) feet of the 
leased premoses. If the compensatory royalty paid 10 any 12~th period is an amount less than the annual shut-in oil or gas 
royalty. Lessee shall pay an amount equal 10 the doflerence within thirty (30) days from the end of the 12-tnonlh penod 
Compensatory royalty payments whch are not timely paid ....U accrue penalty arid onleresl in accordance ...,th Paragraph 9 of lilts 
lease. None of these proV15100S ....U rel1eve Lessee of the obltgabon of reasonable development nor the obllgabon to dnlt oflsel wells 
as provided 10 Texas Naturlll RIISOUfces Code 52 173. however, at the determtnabon of the Comml55101l81', and """' the 
Comm1SSK>ne(s written approval, the payment of compensatory royalbes can sabSfy the obltgabon to dril oltHI welts. 

16. RETAINED ACREAGE. No!WIIhstandtng any proVISion of thos lease to the contrary. after a well produang or capable 
of producing oil or gas has been completed on the leaSed premoses, Lessee shal exerase the d1hgence of a reasonably prudent 
operator 1n drilltng such add1b0nal welt or wells as may be reasonably necessary for the proper development of the leased prermses 
and 1n marketing the produdlon thereon 

(A) VERTICAL. In the event thos lease 1s on Ioree and effect two (2) years afler the exp~raoon dale of the pnmary or 
extended term 11 shall then terminate as 10 all of the leased prem1ses, EXCEPT ( 1) 40 aaes surrounding each 011 well capable o f 
produong In pa)'lfl9 quantities and 160 aaes surroundong each gas well capable of producing In paying quanbbes (Including a shut· 
in 011 or gas well as provided In Paragraph 14 hereof), 0< a well upon which Lessee Is then engaged In conbnuous dnlhng or 
rewotlcong operations. or (2) the number ol aaes Included In a produong pooled untl pursuant to Texas Natural Resources Code 
52.151-52.154, or (3) such greater or lesser number of aaes as may then be allocated lor produebon purposes 10 a proratton unot 
for each such produong well under the rules arid regulations of the Railroad Commission of Texas, or any successor agency. or 
other govarnmental authority having junsdictlon II at any tome after the effective date of the partial termination proviSions hereof. the 
applicable field rules are changed or the well or wells located !hereon are reclassified so that tess acreage Is thereafter allocated to 
said well or wells for production purposes. this lease shall thereupon termonale as to all aaeage not thereafter allocated to said well 
or wells lor production purposes Notwithstanding the termonation of this lease as to a portion of the lands covered hereby. Les.see 
shall nevertheless continue 10 have lhe nght of 1ng<ess to and egres.s from lhe lands sbll subtecl to this tease lor all purposes 
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deso1bed In Paragraph 1 hereol. togelhll< with easements and rlgh~l-way lor existing roads. existing pipelines and olhef eXIsbng 
fadlities on, over and across all the lands described In Paragraph 1 hereol rthe retatned lands-). lor access to and from the reta1ned 
lands and lor the gathering or transportation ol oil, gas and other minerals produced from the retained lands 

(B) HORIZONTAL In the event this lease Is In Ioree and elled two (2) years after the expiration date ol the primary or 
extended lerm it shall lur1her terminate as to ag depths below the stratigraphic equivalent ol the base of the deepest formation from 
which oil and/or gas ls then being produced in paying quantities (hereinafter -deeper depths-) in each well located on acreage 
retained In Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended tem> lessee pays an amount 
equal to one-hall (112) ol the bonus originaUy paid as consideration for this lease (as speofted on page t hereof) If SUch amount IS 
paid, this lease shall be In force and effed as to such deeper depths, and said termlnabon shal be delayed for an add1tional penod 
ol two (2) years and so long thereafter as oil or gas Is produced 1n paying quantities from SUch deeper depths covered by ttn lease 

(C) IOENTIFICATlON AND FILING. The surface acreage retaned hereunder as to each well shaM. as neatly as praclJCal, 
be In the form of a square with the well located In the center thereof, or such olhll< shape as may be approved by the Commissooner 
of the General land Ollice. Within thirty (30) days after partial termination o f this lease as proVIded hereW'I, Lessee shaN exerute and 
rerord a release or releases containing a satisfadory legal deso1ption of the acreage and/or depths not retained hereunde< The 
recorded release, or a certifted copy ol same. shall be filed In the General Land Office, accompanied by the filing lee prescribed by 
the General Land Oflice rules in effed on the dale the release Is filed. II Lessee fails or refuses to exeOJie and record such release 
or releases within ninety (90) days after being requested lo do so by the General Land Office. then the CommiSSIOiler al hos sole 
discretion may designate by written Instrument the acreage and/or depths to be released hereunder and reoord such 1nstrument at 
Lessee's expense In the county or counties where the lease is located and In the ollioal records of lhe General Land Office and 
such designation shall be binding upon Lessee lor all purposes. LH ... also "'I'"• to provide a recorded copy ol any releu. 
to the owner of the soil promptly following the record.tlon thereof. 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties paid, or lo be paid, under this lease shalt relieve 
Lessee ol his obligation to proled the oil and gas under the abovtHiesalbed land from being dra1ned Lessee. sublessee. rece.ver 
or other agent In control of the leased premises shaM drin as many wells as the tacb may justify and shaM use appropriate means 
and drill to a depth necessary to prevent undue drainage of oil and gas !Tom the leased premises. In addition, H ool and/or gas should 
be produced In commercial quantities within 1.000 lee! of the leased premises. or In any case where the leased premises 1s being 
drained by production ol oil or gas, the Lessee. sublessee. receiver or other agenl In control of the leased prem1ses shall in good 
lalth begin the drilling of a well or wells upon the leased premises within 100 days aner the draining well or wells or lhe well or wells 
completed within 1,000 feel of the leased premises start prcldudng In oommeroal quantities and shal proserute SUch dnAinQ woth 
dHigence. Failure to satisfy the statutory oltsel obligation may subjed this lease and the owner of the soil's agency rlghiS to 
forfeiture. Only upon the delem>ination ol the Commissioner of the General Land Offlce and woth hos written approval may the 
payment of compensatory royalty under applicable statutory parameters satisfy the obiiQilhon to dnll an orlsel well or wells requored 
under this paragraph. 

11. FORCE MAJEURE. If, after a good lalth effort. Lessee Is prevented !rom complying with any express 0< Implied 
covenant o f this lease. from conducting drilling operations on the leased premises. or from produong oil or gas from the leased 
premises by reason ol war, rebellion, riots, strikes, acts of God. or any valid order, rule or regulation ol government authority. then 
while so prevented, Lessee's obligation to comply with such covenant shall be suspended and Lessee shall not be hable for 
damages for failure to comply with such covenants: additionally, this lease shall be extended while Lessee Is prevented. by any 
such cause. from conducting drilling and reworidng operallons or from produdng oil or gas from the leased prem1ses. ~ 
~ll>ing IR lN5 pa~~ -'~II &116pei'IG .~~'~• paymeAI Gl delay -~al& ~-*mainlaof>.lhi&lea56-in elled-400ng--~ 

18. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend tide to the leased premises If the owner 
ol the soli delaults In payments owed on the leased premises, then Lessee may redeem the nghiS olthe owner of the soil In the 
leased premises by paying any mongage, taxes or other liens on the leased premises II Lessee makes payments on behalf of the 
owner ol the soli under this paragraph, Lessee may recover the cost ol lhese payments from the rental and royalties due the owner 
ollhe soil. 

20. (A) PROf'ORTlONATE REDUCTlON CLAUSE_ If the.,..._ of the soil owns less than the entire undMded surface 
estate In the above described land. whether or not Lessee's Interest Is spec:ifted herein, then the royalties ~ hereon provided 
to be paid to the owner ol the soil shall be paid to him In the proportion which his Interest bears to the entire undivided surface 
estate and the royalties~ herein provided to be paid to the Commissioner olthe General Land Ollice of the State or Texas 
shall be likewise proportionately reduced. However, belore Lessee adjusts the royalty 9F-4eAial due to the Commissioner or the 
General Land Ollice. Lessee or his authortzed representative musl submit to the Commissioner of the General Land Office a writlen 
statement which explains the discrepancy be'-" the Interest purportedly leased under this lease and the actual interest owned by 
the owner ol the soli. The Commissioner ollhe General Land Office shall be paid the value olthe wllole prclduction allocable to any 
urldlvided Interest not covered by a lease, less the proportionate development and production cost allocable to such undivided 
Interest. However, In no event shall the Commissioner ol the General Land Ofllce receive as a royalty on the gross production 
allocable to the undivided lnteresl not leased an amount less than the value ol one-sixteenth (1/ 16) of SUch gross prclduction 

(B ) REDUCTlON OF PAYMENTS. If. dl.ring the primary tenn_ a portion of the land covered by this lease Is included 
within the boundanes ol a pooled unit thai has been approved by the School Land Board and the ownet of the soil In accordance 
with Natural Resources Code Sedions 52.151-52 15'1. or H. at any time after the explrabon o f the pnmary tenn or the extended 
term, this lease covers a lesse< numbe< ol acres than the total amount described herein. payments thai are made on a per acre 
basis hereunder shall be reduced acconling to the numbe< of aaes pooled, released, surrendered, or olhe<wise severed, so !hal 
payments delermined on a per acre basis under the terms olthis lease dunng the pnmary term shaM be calculated based upon lhe 
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number of acres outside the boundanes of a pooled unn. O<, If aher the exporabOn of the pnmary term. the number of aaes actually 
retatned and covered by lhos lease 

21 . USE OF WATER. Lessee ShaH have the nght to use water produced on saod land necessary 10< operatiOns under thos 
lease except water from wells 0< tanks of the owner of the sool. pi'OVIded. however. Lessee shaD not use potable water 0< water 
suo table 10< livestock 0< lmgalion ~es to< waterftood opera bon$ -.out the pn0< oonsent of the owner of the sool. 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil fO< damages caused by tiS operabOns 10 all 
pe<sonal propetty, tmprovements. livestock and aops on saod land Additionally, leUM shall pay one-hall (1/'2) to tM State o f 
Tens and one-half (1/'2) to 1M owner of tM soil 1M d.,ago~ .,ounta atlpulat.d on Exhibit A .Ua<:Md M r.to, which 
.,ounta shall ~ r.buttably presumptive • vlctenc. of ac;tual ~_.. Le .... .,.., agrMa to comply with 1M otMr 
provisions - forth on Exhibit A. 

23. PIPEUNE DEPlll When requested by the owner olthe sool, Lessee shaU bury tiS ptpellnes below plow depth 

24. WELL LOCATION U MIT. No well shall be dnlled nearer than two hundred (200) feet to any house or bam now on 
said premises Wlthout the wriU.en consent of the owner of the sod . 

25. POU.UTION. In developing tilts area. Lessee shall use the htghest d&gree of care and all proper safeguards 10 
prevent pollutiOn Without hmtbng the IO<egolng, polluoon of coastal -uands. naiU<af waterways. nvers and tmpounded water shall 
be prevented by the use of contatnment faoltlleS sutfioent to prevent sptllage. seepage 0< ground water contamtnabOn In the event 
of polluloon, Lessee shall use all means at tiS dtsposal to recapture all escaped hydrocarbons 0< other pollutant and shall be 
responstble fD< all damage to publtc and pnvale properoes Lessee shall butld and matntatn fences around tiS slush. sump. and 
dratnage pits and tank battenes so as to protect lrvestock aga•nst loss. damage 0< Injury, and upon completion 0< abandonment o f 
any well 0< wells, Lessee shall fill and level all slush ptts and cellars and comple tely Clean up lhe drilling s•te o f all rubbtsh thereon 
Lessee shall, whtle conducbng operatiOns on the leased premises, keep said premises free of all rubbtsh. cans. bottles, papef cups 
0< garbage. and upon completiOn of operatoons shalf restore the surface o f the land to as near Its ongrnaf condition and contours as 
is praclicable Tanks and equoprnent Will be kept pamteod and presentable. 

26. REMOVAl OF EQUIPMENT. Subfect to hm1tat10ns '" thos paragraph, Lessee shall have the nght to remove 
macnonery and fixtures placed by Lessee on the leased prem1ses. tndudmg the nght to draw and remove cas•ng. Wltlltn one hundred 
twerlty ( 120) days after the exp.ratoon 0< the tenn1na1100 of tilts tease unless the owner of tne soo1 grants Lessee an extensKJO of this 
12CHlay period Ho_.er. Lessee may not remove castng from any well capable of produong 011 and gas tn paytng quanbbes 
Addtbonally, Lessee may not draw and remove casing unbl aher lhtrty (30) days wntten nonce to the CommiSSIOOer' of the General 
Land Office and to the owner of the sot! The owner of the sot! Shall become the owner of any machinery. fixtures. or castng ~ 
are not bmely removed by Lessee l.lldef lhe terms of lhts paragraph 

27. (A) ASSIGNMENTS. Under the oondtbOnS contained on tilts paragraph and Paragraph 29 of lhts lease. the nghts and 
estates of etther party 10 lhts lease may be aSSigneod. In whole 0< '" part. and the proVISIOOS of lhts lease shaD extend to and be 
btndrng upon lhetr hetrs. deVIsees, legal representabves. s..ccessors and assigns However. a change or drVISIOO on ownership ot the 
land. rentals, 0< royalties Will not enlarge the obltgaiiOOs of Lessee. dtmtntsh the nghts, pr1v~eges and estates of Lessee, tmpatr the 
effecbveness of any payment made by Lessee 0< tmpatr lhe effechveness o f any act performed by Lessee And no change 0< 

dtVISoon •n ownership of the land. rentals. 0< royalbes shalf bond Lessee for any purpose unhf lhtrty (30) days aher the owner or lhe 
soot (O< hts heirs. deVISees, legal representabves 0< assogns) furniShes the Lessee ..,11'1 satisfactory wrinen eVIdence of the change tn 
OWilershtp, tndudtng the ongrnaf reoordeod muntments of bde (or a cerllfieod copy of SUCh ongrnat) when the o~p changed 
because of a conveyance A total or parnal UStgnment of tilts lease shall. to the extent of the onterest 35Signed. relteve and 
d tscharge Lessee of all subsequent obligabOnS under lhts lease II lht' tea5e '' autgned tA '" ""••ely as 10~. 
the ~'t-f~ ~~- Rl tallfy, aGGo<dtAglo lhe a•ea of eaGh.-.w>O 
latlu<e~ ~-GA-lhe-i)il4-GI-lhe--~o-<ata 
~~~~cloe5-~-a~lhe 
Gener~e-#1&---r~ paytng-dale,-lhe---le;M;&.~.Iof-~ ~41-f8Ala1.~ 
Pa<~ Every assignee shalf succeed to all ngh ts arid be SubJect to all obltgatlons. liabilities, and penalties ~ to the State 
by the ongtnal lessee 0< any prior assignee of the leaS<!. indudtng any habtlities to the State for unpaid royalbes. 

(B) ASSIGNMENT LIMITATION Notwithstanding any provtSoontn Paragraph 27(a). 1f the o- of the soot aCQUires thos 
tease tn whole or 1n part by assognment Wlthout lhe pnor wnnen approval of the Commtssooner of lhe General Land Office. thos tease 
ts vOid as of the bme of asSigO<Ilent and the agency ~ of the owner may be lorletted by lhe CommlsSIOOer Art aSS~grVT~enl Will 
be treated as tf tt were made 10 lhe owner of the soil tf the assignee ts 

(1) a nomtnee of lhe o- of the soot. 
(2) a corporatiOn 0< substd1ary 1n wNch the o- of the soot tS a pnnapal stockholder or Is an employee o f such a 
corporaiiOO 01 subSidtary. 
(3) a partnership on which the owner of the SOli 1s a partner 0< IS an employee of SUCh a partnership. 
( 4 I a pnnopal stod<hokler or employee of lhe corporaoon wtoch ts the owner of the sool; 
(S) a partner 0< employee'" a partners/lip~ Is the owner of the sool, 
(6) a fiduoary for the owner of the sool; tnduoding but notl1m1teod to a guard•an, trustee. exeaJtor, adminiStrator. r8C81ver. 0< 

conservatO< to< the owner of the sort. or 
(7) a family member of the owner of the soot 0< related to the owner of the soil by rnarnage, blood, 0< adoptiOn. 

28. RE.LEASES. Under the cond1110nS contained tn thts paragraph and Paragraph 29. Lessee may at any bme execute 
and deliver to the owner of the SOli and place of record a release 0< releases covenng any por1100 or pO<toons of the teaseod 
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premises, and the<eby surrender this lease as 10 such portion or portions. and be relieved of all subsequent obhgaiJOnS as to 
acreage surrendered. If any par1 of this lease 1s proper1y surrendered, such release Will not relieve Lessee of any liab1hhes wn.ch 
may have accrued under this lease prior 10 lhe surrender or such acreage 

29. FILING Of ASSIGNMENTS AND RELEASES. If all or any par1 of this lease Is assigned or released. such 
assignment or release must be recorded In the county where the land is situated. and the recorded Instrument, or a copy of the 
recorded instrument certifted by the County Oerlt of the county In wNch the Instrument Is recorded. must be tiled in the General 
Land Offloe within 90 days or the last execution date &c:c:Omparved by the presoibed filing fee If any such assignment is not so filed. 
the rights ac:quored under this lease shall be subjed to torfelture at the optiOn or the Commissioner or the General Land Olfice. A 
copy of any recorct.d aulgnment ahall alao be provlct.d to the owner of the .oil prompUy following Ita recordation. 

30. DISCLOSURE CLAUSE. All provisions per1ainlng to the lease of the abov!Klescribed land have been Included In !his 
lnsii\Jment. including lhe slalement or the 11\Je oonsideration lo be paid lor lhe execution oflhis lease and lhe nghts and dut1es of the 
parties. Any collaleral agreements c:onc:em.ng lhe developmenl of oil and gas from the leased premises which are not oon1a1ned 1n 
this lease render this lease Invalid . 

31. FIDUCIARY DUTY. The owner of the soil owes lhe Slale a fiduciary duty and must fully d1scl9se any facts atfect1ng 
lhe Slale's lnlerest In the leased premises. When the Interests of the owner of the soil oonfllct wilh those of the Slate. the owner of 
the soil IS obligated to put the Slale's 1nterests belore IllS personal mterests 

32 .. FORFE.IT\JRE. If Lessee shall faR or refuse to make the paymenl or any sum within thirty days aile< 1t becomes due. 
or If Lessee or an aulhor1zed agenl Should knowingly make any false return or false report concenwng product>on or dnlhng. or 1f 
Lessee shall fall or refuse lo drill any otfsel well or wells in good faith as required by law and the rules and regulations adopted by 
the Commissioner of the General Land Office. or If Lessee should fall to file repor1s In the manner reqUired by law or fail lo comply 
wilh rules and regulations promulgaled by the General Land Office, the School Land Board, or the Railroad Commission, or II 
Lessee should refuse the proper aulhority access 10 the records pel1a1ning to operations, or If Lessee or an aulhonzed agent should 
knowingly fail or refuse to give COrTect Information lo the proper aulhority. or knowingly fail or refuse to furnish the General Land 
Offloe a COrTect log of any well . or If Lessee shall krlOWif'lgly VIOlate any of the malenal proVIsionS of this lease. or 1f this lease is 
assigned and the assignment Is nol flied In the General Land Office as required by law. the rights ac:qured under lhls lease shall be 
subjecl lo forfeiture by the Commissioner, and he shall forfell same when suffidenUy Informed of the facts which authorize a 
torfelture. and when forfeited the area shall again be subject lo lease under the lerrns of the Relinqolshmenl Act. However. nothing 
herein shall be consii\Jed as waiving the automatic lerrnlnation of lhos lease by operation of law or by reason or any speoal hm1latlon 
arising hereunder. Forfeilures may be set aSide and lhos lease and all rights ~hereunder reonslaled before the nghts of another 
lnlerv- lJilOI1 satisfactory evidence lo the Commissioner or the General Land Office of fuiUre compl~nce Wllh the proVISl()(ls of the 
law and of !his lease and the rules and regulations lhat may be adopted relative herelo 

33. LIEN. In accordance wilh Texas Nalural Resources Code 52. 136. the Slale shaM have a firsl 1oen upon all oil and gas 
produced from the area covered by this lease 10 seaJre payment of all unpaid royalty and olher sums of money lhal may become 
due under this lease. By acceptance of this lease. Lessee grants the Slale. In add1hon to the hen provided by Texas Natural 
Res~s Code 5.2. 136 and any olher applicable staiUiory lien. an express conlractual Uen on and secunty lnleresl "' aa leased 
mlne<als in and elrtracted from the leased premises. all proceeds wNch may accrue to Lessee from the sale or such leased 
mlne<als, whel.her such proceeds are held by Lessee or by a third party, and all fiiCiufes on and lmprovem.,.,ts to the leased 
premises used in connection Wllh the production or processing of such leased minerals In order 10 secure the paymenl or all 
royatUes or othe< amounts due or to become due under this lease and 10 secu-e payment of any damages or loss lhal lessor may 
sutler by reason of Lessee's breach or any covenant or oondibon or lhos lease, whethe< express or Implied Ths lien and secunty 
lnleresl may be lorectosed wilh or wilhout court proceedings In the manner proVIded In the Tille 1, Chap 9 ol the Texas BUSiness 
and Commerce Code. Lessee agrees lhal the Commi561one< may require Lessee to execute and record such InStruments as may 
be reasonably necessary 10 acknowledge. altach or perfect this lien. Lessee hereby represenls lhal the<e are no prior or supenor 
liens arising from and relating lo Lessee's aclfvtties upon the above-described property or from Lessee's acquisition of this lease. 
Should lhe Commissioner al any time delennine that lh1s represenlalion is nol 11\Je, then the Commissioner may declare this lease 
forfeited as provided herein. 

34. POOLING. lessee Is hereby granted the r1ghl to pool or unitize the royalty Interest of the owner of the SOli under this 
lease wilh any othe< leasehold or m lne<al lnleresr lor the exploration. development and production of oil or gas or ellher or them 
upon lhe same terms as shall be approved by lhe School Land Board and the Commlsslone< ol the General Land Office for lhe 
pooling or unitizing of the lnlerest of the State under this lease pursuant to Texas NaiUral Resouroes Code 52 151-52 154 The 
owner or the soil agrees lhat lhe Inclusion of this provision In this lease sallsfies the execution reqUirements slaled 1n Texas Natural 
Resources Code 52 152. 

35. INDEMNITY. Lessee hereby releases and discharges the Slale of Texas and the owner of the soil. !heir officers. 
employees. par1ners, agents, conlractors. subconlraclors. guests, lnvilees. and lhelr respective successors and assigns. of and from 
all and any actions and causes of acllon of every nalure. or olher harm, Including envlronmenlal harm. for wNch recovery of 
damages is sough!, Including, but nor limited lo. aN losses and expenses wNch are caused by the acllvides or l essee, 1ts officers. 
employees. and agents arising out of, lncldenlal 10. or resulting from , the ~lions or or for l essee on the teased premises 
hereunder, or thai may arise oul or or be occasioned by Lessee's breach or any of the lerms or prov!Slons or this Agreement. or by 
any olher negligent or slrictly Hable act or omission or Lessee Further, Lessee hereby agrees to be liable !of, exone<ate. lndeml'llly, 
defend and hold harmless lhe Stale of Texas and the o- of the soil , their officers, employees and agents. !heir successors or 
assigns, agalnsl any and all dalms. llabiNUes. losses, damages. actions. per-sonal lntury (Including death), costs and expenses, or 
othe< harm lor which reoovery or damages Is sough!. under any lheory Including tor1, oonlr8ct. or sllict liability. Including anomeys· 
fees and othe< legal expenses. Including !hose related 10 environmenlal hazards. on the leased prem1ses or "' any way related 10 
lessee's fa1lure to oomply wilh any and all envoronmenlal laws, !hose allSJng from or 1n any way relaled lo lessee's operations or 
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any other of Lessee's activibes on the klased prermses: those arising from Lessee's use of the surface of the leased premises: and 
those that may arise out of or be occasioned by Lessee's breaCh of any of the terms or proVIsions of this Agreement or any other act 
or omisSion of Lessee. Its directors, officers. employees, partners. agents. contractors. subcontractors. guests. Invitees, and theor 
respectJve succesSO<S and assigns EaCh assignee of this Agreement, or an interest therein, agrees to be liable lor. e•onerate, 
lndemnofy, defend and hold harmless the State of Teus and the o-of the soil, their officers, employees. and agents in the same 
manner provided above in ronnec11on with the actJVities of Lessee. Its officers. employees. and agents as desoibed 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 an reasonable safeguards to prevent 
contamona!Jon or pollutJon of any envoronmental medoum, lndudong soot. surface waters. groundwater. sedoments. and surface or 
subsurface strata. amboent air or any other envoronmental medoum in, on, or under, the leased premoses. by any waste. pollutant. or 
contamonant. Lessee shall not bnng or permit to rernaon on the leased premoses any asbestos contaonong matenats. e•plosoves, to.,c 
matenats. or substances regulated as hazardous wastes, hazardous matenals. hazardous substances (as the term 'Hazardous 
Substance' os ddned In the Comprehensive Envoronmentat Response. Compensabon and Liability Act (CERCLA), 42 U.S.C 
Secbons 9601 , et seq ). or toxoc substances under any federal , state, or local taw or regulation ('Hazardous Matenals' ), ucept 
ordinary products commonly used on conneciiOO With ool and gas exploratoon and development operatJons and stored in the usual 
manner and quan~bes . LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL 
BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY. HOLD HARMLESS AND DEFEND THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY CLAIMS. DAMAGES. JUDGMENTS. PENAL TIES. 
LIABILITIES. AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING 
OUT OF (1 ) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE. RELEASE. OR DISPOSAL OF ANY 
HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES LESSEE SHALL CLEAN UP, REMOVE. REMEDY AND REPAIR ANY SOIL OR 
GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS 
MATERIALS IN, ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED 
PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND 
ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO 
CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH. UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS. OR UPON RECEIVING A NOTICE 
FROM ANY GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED 
PREMISES THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, 
FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLIC ABLE LAW. Thos lease Is Issued under the proV1soons o f Texas Natural Resources Code 52 171 through 
52 190, commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto. and of any provision on 
thos lease does not conform to these statutes. the statutes Will prevail over any nonconformong lease provosions. 

3&. EXECUTlON. Thos 011 and gas lease must be signed and acknowledged by the Lessee before lt ls filed ol record on the 
county records and In the General Land Office of the State of Te.as. Once the filing requirements found on Paragraph 39 of thos 
lease have been sa~sfied, the eH~ve date of this lease shall be the date found on Page 1. 

39. LEASE FILING. Pursuant to Chapter 9 of the Te.as Busoness and Commerce Code, thos lease must be filed o f record 
on the o ffice of the County CleO< on any county In whiCh all or any pan o f the leased premoses os located, and cenofied coptes thereof 
must be filed on the General Land Office Thos lease os not eHectJve unhl a certofied copy ol this lease (whoch 1s made and ceni fied by 
the County CleO< from his records) Is filed in the General Land Office on aCOO<dance With Texas Natural Resources Code 52.183. 
Addohonally, thos lease shall not be bondong upon the State unless it recotes the actual and 11\Je consideration paod or promosed lor 
e•ecutoon of this lease. The bonus due the State and the presa.bed filing fee shall accompany suCh certified copy to the General 
Land Office. 

40. CONT1NUOUS DEVELOPMENT. No!Wfthstandong the provosoons of paragraphs 16 (A) and 16 (B) above and any 
other provosoon on this tease to the contrary, of at the expiratJon o f the pnmary term, Lessee os then engaged on operatoons for dnllong 
or comple!Jon operatoons on the leased p<ernlses or reworking a well 1n the manner provided on Paragraph 12 above or produc!Jon of 
011 or gas on payong quanhbes has been obtaoned on said lease. thos lease shall be and con~nue to remain on full force and effect until 
either (o) one hundred eighty ( 180) days after the e><Ptration of said pnmary term if producbon of oil or gas on payong quanhhes has 
been obtaoned on said lease but no well os betng drilled, completed or reworked at the e><Ptration of the pnmary term: or (lo) one 
hundred etghty (180) days from the date the well whiCh is being drilled, completed or reworl<ed at the explratJon of the pnmary term 

of thos lease os completed; and of a well is commenced pi10( to the e><Ptratoon of said addotlonal period ol time. for so long !hereaher 
as Lessee conducts a conhnuous dnlling program on the leased premises with no mO<e than one hundred etghty (1 80) consecutove 
days elapsong between the completion o f one well and the commencement ol the actual dnUong of the next succeeding well. The 
term ·completed' or 'completion: as used herein shall mean the date that the drilling ng is released from the well betng dnlled by 
Lessee. To constitute 'operatoons for drilling or rewor1ung a well on the leased premises: drilling and reworlung operatoons must be 
perfO<med on good fa ith and With equopment reasonably capable of reachtng the total depth of said dnllong or reworl<ong opera loon 
Upon the cessation of any such dnUing program. or ol no such program has been omplemented, thos lease shall termonate as to all the 
lands and depths covered hereby on accordance With the prov1slons of paragraph 16 hereinabove. Withon su<ty (60) days after suCh 
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termination. Lessee shan fumlsh a release of an of 1he lands and deplhs which have terminated in accordance wilh paragraphs 28 
and 29 above. 

STATE OF TEXAS 

LESSEE 

Na 

nue·---"Y:....:I""'-:+:'-t·.::..d...,..-!:- W-=~~<.::....>:O""""'i-f-""'ca..........._ 
Date. __ ,_:JlLi-'1'-"'v+(_,_,tJ~--------
LESSOR 

STATE OF TEXAS 

COUNTY OF HARRIS ......_ . // 

This Instrument was acknowledged before me on ~~ /6,, 2011 , by Dawson 0 

of BRENNAND ENERGY, LTO .. a Texas 11milad partnership, as agent for Stat~ of Texas. 

HOU:J09026S 1 

CATHY JEAN tARHUM 
Notorv Pubhc. Stole of Texas 

My Commilllon Expores 
ftbiUCIIy 1 A, 201 A 

9 

George. Manager 
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EXHI BIT A 

SURFACE DAMAGE SCHEDULE 
Januarv 2 1, 2011 

Brennand Energy. Ltd. 

l. Lessee as a covenant of this lease. agrees to pay one-half ( 112) to the owner o f the 
soil and one-half (1 /2) to the State of Texas, wi thin thirty (30) days after suc h operat ions are 
conducted, for the respective types of operations conducted on the Leased Premises, the sums set 
forth below: 

Type of Operation 

I. Well location 

2. Pipelines 
(a) Up to 4" ID 
(b) Greater than 4" ID and less than 

12" ID 
(c) Largerthan 12" 1D 

3. Roads 
(a) Din Roads (limued to 20' in 

width) 
(b) Caliche and gravel roads (limited 

to 20 feet) 

(c) Use of existing roads 
4. Utility/Telephone Li nes 

5. Tank Battery (regardless of whether 
on location} 

6. Leaks and spills (per square foot) 

$10,000.00 

$1 6.50 per rod 

$25.00 per rod 
To be negotiated 

$20.00 per rod 

$25.00 per rod 

$16.50 per rod 
$16.50 per rod 

$6,000.00 

SO. IO 

minimum payment for any leak or spill shall be on basis of 500 
square feet whether or not leak or spill covers that much area. All 
leaks or sp1lls shall be cleaned up and affected din hauled off. If 
th is amount is not sufficient to compensate surface owner for such 
damage, damages will be negotiated. 
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7. Seismic lines 

(a) 20 

(b) 3D 

$2,000.00 per linear mile (for a ll 
lines laid. including transmission 
and receiver lines. 
$25.00/acre, or $2,000.00 per linear 
mile (for all lines laid, including 
transmission and receiver hnes. 
whichever is greater 

The amounts set forth in the above damage schedule shall increase by 5%. compounded. on each 
anniversary date o f this agreement. 

II. Surface/Subsurface Protection Clauses: As a part of the consideration o f this 
Lease, Lessee covenants and agrees as follows: 

(a) Prior to commencing any operations under this lease. Lessee shall consul t 
surface owner and provide information as to the form of operations. the proposed date o f 
commencement and the location o f said operations . 

(b) Lessee and all persons entering or leaving said lands in connection with 
Lessee's operations hereunder shall keep all outs ide and interior gates along the route or 
routes designated for such use securely closed except immediately before and 
immediately after each such separate use. Lessee agrees that it will promptly repair any 
gate, fence or other improvement that may suffer damage or inj ury by reason of Lessee's 
operations hereunder. 

(c) Lessee will maintain approaches, gates, cattle guards and roadways 
designated and used in connection with its operations in a good state of repai r and will 
promptly cause to be repaired and restored any damage thereto occasioned by or resulting 
!Tom Lessee's operations. 

(d) Drillsites shall not exceed 350' x 350' . Within ninety (90) days after 
completion o f a well capable of producing in paying quantities or as soon thereafter as 
weather permits, Lessee will remove all pit liner.; (if used). fill all pits , level all mounds and 
other excavations, remove all caliche or other base materials !Tom the drillsite except as to a 
minimum area around the wellbore necessary fo r maintaining and operating such well not 
exceeding 200' x 200', restore the top soil uniformly across the entire location area except 
the remaining location pad and clean up the wei site and remove from said lands any and all 
oil and/or gas waste mataials, oil spills, junk materials, pieces of iron. pipes, steel and other 
debris and foreign materials, and all deleterious materials and substances that might cause 
injury to persons or livestock and ~nerally restore such location to its original condition 

Within one hundred eighty ( 180) days after a well is plugged or any 
compression facility, tank bat1ery or storage facility, metering station or other locatioo on 
which Lessee erects surface facilities in connection with operations on and production !Tom 
this Lease is abandoned or as soon thereafter as weather permits, Lessee shall remove all 
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caliche or other base materials fi'om the location and road leading to such location or tacility 
(unless such road is then being util ized to gain access to another existing well or facility and 
restore the top soil uniformly across the entire location area (and, if applicable, road) and 
wi ll clean up the site and remove fi'om said lands any and all oilfield equipment, oil and/or 
gas waste rmterials, oil spi lls, junk materials, piecesofiron, pipes, Sleel and aherdebris and 
foreign materials, and all deleterious materials and substances that might cause injury to 
persons or livestock and generally restore such location to surface owner' s reasonable 
satisfuction, including reseeding o f the affecting area with grass seed reasonably requested 
by surface owner . 

Lessee shall notify the surface owner prior to conducting any operations 
required under this Paragraph II( d), 

(e) Lessee will use its best cOorts to prevent the escape o f salt water or other 
deleterious substances and will not permit the same to run into any surface water tank, 
water well , creek, ravine, or upon or over the Leased Premises, nor to penetrate, seep or 
flow o r be injected into any subsurface fi'esh water stratum, but will be contained and 
disposed of in keeping with applicable governmental rules and regulat ions, including 
without limitation, Environmental Laws, as hereinabove defined. 

(f) Lessee will use its best efforts to prevent fires on said lands and will use 
its best efforts to prevent papers, boxes, sacks and contatners and waste materials of any 
kind fi'om coming on said lands and littering the Leased Premises. 

(g) No employee, representative, contractor or subcontractor of Lessee or any 
other person allowed to come upon the Leased Premises by Lessee shall be permitted to 
hunt , fish, swim, camp or picnic on satd land, and no dog, gun, fircann or tishing 
equipment will be permiued on the premises. 

(h) With res pect to each ptpeline laid on the Leased Premises, Lessee 
expressly covenants and agrees: (I) to bury any pipeline below the existing ground level 
contour. provtded that none of the facilities, valves or equipment installed or construc ted 
in connection with such pipeline s hall extend above the surface of the ground, except that 
Lessee shall be permitted to place line posts or markers where said pipeline crosses 
surface owner's fence lines and except as ' may otherwise authorize. Surface owner 
reserves the nght to impound water over any pipeline nght-of-way; (2) dunng the period 
of construction of said pipeline and during the period of any subsequent altering, 
repairing, replacing or removing thereof, Lessee shall leave or arrange for reasonable 
crossings over and across said right-of-way for any vehicles, equipment, caule and/or 
li vestock of surface owner or surface owner's tenants, lessees, successors or assigns. 
Upon completion o f construction of said pipeline, Lessee agrees to provide a caliche base 
road crossing to accommodate vehicles and equipment at all locations where the pipeline 
crosses extsting roads; (3) to stack all trees and brush which are cut fi'om the cleared 
right-of-way at the time any necessary clearing is performed, so as to leave the cleared 
right-of-way fi'ee of all trees, stumps, brush and debris, except for the stacked vegetation. 
All brush and other material which is stacked on the right-of-way shall be fi'ee of dirt so 
as to be capable of being burned completely and that no mounds of dirt or debris shall be 
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left on or adjacent to the cleared right-of-way. Any trees, brush or other growth damaged 
outside the cleared right-of-way shall be removed. or at surface owner"s option. stacked 
in the same manner as pipeline rights of way; (4) following any such construction, repair. 
removal or other operations. to backfill (i n the manner aforesaid). pack and level any 
such ditch or trench opened and fill , grade and restore the surface of the right-of-way as 
near as practicable to its original level and contour as when entered upon and in such 
manner that surface or rain water may pass and flow undisturbed and unimpeded from 
one side of the right-of-way to the other side of the right-of-way; Lessee's obligation to 
remove property and filttures within ninety days (90) days after tennination of the lease 
as provided in Paragraph ll(d) above shall include the obligation in said ninety days (90) 
day period to commence the removal of all pipel ines and to restore the surface to the 
surface owner's reasonable satis faction and in compl iance wi th the restoration and 
reseeding provisions of Paragraph l l(d) above. 

(i) Each water well dri lled on the Leased Premises by Lessee together with all 
equipment in or on said well shall become the property of surface owner upon the full 
release of this lease; provided, however, the surface owner shall have the right to use 
water therefrom during the term of this lease. so long as such use does not interfere with 
Lessee's operations. Provided, further, that if Lessor so elects, Lessee shall, at Lessee's 
sole cost and eltpense, plug and abandon each water well which surface owner elects not 
to take over. 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
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Genc:ral Land Office 
Rehnqu1shment Act Lease Form 
Revised, September 1997 

OIL AND GAS LEASE 

THI S AGREEMENT is made and entered into this 24th_day of May, 20 11 between the State of Texas, acting by and th rough its agent, 
Bank of America, N.A., Trustee of the Self Children Management Trust, of 500 W. 7th Street, Fort Worth, TX 76102, said agent herein 
referred to as the owner of the soil (whether one or more), and Energen Resources Corporation, 3300 North "A" Street, Building S, Suite 100, 
Midland, Texas 79705, hereinafter called Lessee. 

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

fJ2 Section 44, Block 57, Township 2 South, T &P RR Co. Survey; 

Containing 320.00.00_ acres, more or less. The bonus consideration paid for this lease is as follows: 

• •••••• • • To the State ofTexas: Fifty Five Thousand Eight Hundred Thirty & No/ 100 
Dollars ($55,830.00) • •••• •• • • 

• 
• •• • • • • •• • 

To the owner of the soi l: Fifty Five Thousand Eight Hundred Thirty & o/100 
Dollars ($55,830.00) 

• • • • t otal bonus consideration: One Hundred Eleven Thousand, Six Hundred ixty & No/ 100 
• • • Dollars S( 111 ,660.00) 
• 

: •. The total bonus consideration paid represents a bonus of Fifteen Hundred Dollars & noll 00 
• • •• Dollars ($ 1500.00) per acre, on 74.44 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shal l be for a term of Three (3) years from this date (herein called 
primary term") and as long thereafter as oil and gas, or either of them. is produced in paying quantities from said land. As used in this lease. the term 
"produced in paying quantities" means that the receipts from the sale or other authorized commercial use of the substance(s) covered exceed out of 
pocket operational expenses for the six months last past. 

3. SEE PARAG RAPH 4{) ON ATTACHED EXHIBIT "A" FOR DELAY RENTA LS. lfne well is eemmeneeEI en !he leaseEI 
pFemises 9R e r eefere ene ( I) year frem lhis Elate, lhis lease sllallterminate. I!Aless 9A 9r eefere Slleh aAA i\•ersary Elate Lessee shall pay 9r leAEier 19 
tile 9'NAer 9f lhe seil er 19 his eFeEiit iR !he Bank; at 9r its 
s11eeess9rs (wllieh shall eentin11e as the Ele13esit9ry regarEIIess 9f ehanges in tile 9wnershi13 ef saiEI JanEl). the ame11Rt S13eeified eele·, ·: in aEIEiitien. 
Lessee shall 13~· 9r tender 19 the COMMISSIONeR OJ: Tile Ge~leRAb bMID OJ:J:ICe Of nu; STATe Of TKXAS. AT AUSTI}I. n ;XAS. a 
like s11m 9A 9r eefere said Elate. Payments !!REier this paragr:a13h shall e13erate as a rental ana shall S9'1er the !3A'Ii!ege 9f ElefeAing tile S9mmeneement 
9fa well fer ene ( I) year rr9m saia date. Payments ~REier this paragr:aph shall ee in the fell9wiRg llffi91! Ats: 

Te lhe9wner 9f the sail: 
Oellars (S 

091lars (S 

Dellars (S ) 
lA 8 lilte mBRAer BRO 11!}9A like !38YftleR~ ar teROeFS llARI!ally, tile sammeReeR~@RI a fa Wl!ll fflay ee furlhl!r llefeFI'I!EI fer Sl!eeessiY@ peri9GS 9f 9Ri! (I) 
year eaeh ElllriRg lhe primary telffi. All payments 9r tenEiers ef rental 19 the 9''1Rer ef tile sail may be fflaEie ay elleek er sight Elraft 9f bessel!, 9r aA)' 
assignee 9fthis lease. BREI may ee ElelivereEI 9 A 9r eefere the rental pa~·ing Elate. If tile baRk ElesigAateEI in this !38f8gfBJ!h (er its Sl!eeesser BBRk) she!!IEI 
eease t9 e11ist; s11spena e11siness, liq 11 iaate, fail 9r be s11eeeeaea ey an9lher ellRk; 9r fer aR)' reasen fail 9F ref11se ta aeel!pt rental. Lessee shall A9t 9e 
he lEI in Elefal! lt fer fai l11re te make SlieR pa~·ments er tenders 9f renLal I!Ati l !hi~· (JQ) Ela~·s aftl!r the e'IIRer 9f tile se il sllall Eleli"er te bl!ssee a !3F8!31!F 
ree9rEiable inst fl!ment A8Aling anether eBRk as agent t9 reeeive Sl!eh 13ayments 9r tenEiers. 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid one-half( 112) of the 
royalty provided for in this lease to the Commissioner of the General Land Office of the State of Texas. at Austin. Texas. and one-ha.lf ( 1/2) of such 
royalty to the owner of the soil: 

(A) OIL. Royalty payable on oil. which is defined as including all hydrocarbons produced in a liquid fom1 at the mouth of the well 
and also as all condensate. disti llate. and other liquid hydrocarbons recovered from oil or gas run th rough ~arator Of19l~sr ~~~ieffitt!'t; 
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hereinafter provided, shall be one-fourth ( l/4th) pan of the gross' production or the market value thereof, at the option of the owner of the soil or the 
Commissioner of the Genera.! Land Office, such value to be determin'ed by I) ihe highest posted price, plus premium, if any, offered or paid for oil. 
condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) 
the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, 
whichever is the greater. Lessee agrees that before any gas produced from the leased premises is sold, used or processed in a plant, it will be run free 
of cost to the royalty owners through an adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid 
hydrocarbons recoverable from the gas by such means wi ll be recovered. The requirement that such gas be run through a separator or other 
equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

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

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be one-fourth ( 1/4th) pan of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of 
the owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent ( I 00%) of the 
total plant production of residue gas attributable to gas produced from this lease, and on fifty percent (500/o), or that percent accruing to Lessee, 
whichever is the greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid 

•: • • • ~ydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage 
ttpplicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under • : ••• a processing agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements 

• or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shal l be determined by I) 
.... the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or 

• • • • ; rrered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. 
• • • • ~ no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been 

• • l"rocessed. 

: • (D) OTHER PRODUCTS. Royalty on carbon black., sulphur or any other products produced or manufactured from gas (excepting 
• • • •liquid hydrocarbons) whether said gas be casinghead. "dry," or any other gas, by fractionating, burning or any other processing shall be one-fourth 

( 1/4th) pan of the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the 
General Land Office. such market value to be determined as follows: I) on the basis of the highest market price of each product for the same month 
in which such product is produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are 
produced; whichever is the greater. 

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

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

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

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

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

Payment of royalty on production of oi l and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that 
royalty on oil is due and must be received in the General Land Office on or before the 5th day of the second month succeeding the month of 
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production, and royalty on gas is due and must be received in the ·General land Office on or before the 15th day of the second month succeeding the 
month of production, accompanied by the a.ffidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by 
the General Land Office and showing the gross amount and disposition of all oil and gas produced and the market value of the oil and gas, together 
with a copy of all documents, records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline 
receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and 
any other reports or records which the General Land Office may require to verify the gross production, disposition and market value. In all cases the 
authority o f a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by 
a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royal ty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on 
the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 100/o of the royalty due or 
$25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12"' per year, such interest will begin accruing when 
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by 
the General Land Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall 
bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty 
sha ll in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally 
due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to tha.t 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 Offi ce with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner 
with copies of all contracts under which gas is sold or processed and a ll subsequent agreements and amendments to such contracts within thirty (30) 
days after enteri ng into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to 
the production, transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and 

•: • • • tlischarges o f all wells, tanks, pools, meters, and pipelines shal l at al l times be subject to inspection and examination by the Commissioner of the 
• • •. • fjeneral Land Office, the Attorney General, the Governor, or the representative of any of them. 
• • 

• (B) PERMITS, DRJLLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of 
••• · ~he General Land Office by Lessee or operator five (5) days before spud date, workovcr, re-entry, temporary abandonment or plug and abandonment 

• • • • e f any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. 
• • f:opies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they arc filed with the Texas 

• • • • l'tailroad Commission. All applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that 
are submitted to the Texas Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in 

: • accordance with Railroad Commission rules, any s ignage on the leased premises for the purpose of identifying wells, tank batteries or other 
• • • • sssociated improvements to the land must also include the word "State." Lessee shall supply the General Land Office with any records. memoranda. 

accounts, reports, cuttings and cores, or other information relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore­
hole section, from the base of the surface casing to the total depth of well, of al l wells drilled on the above described premises and s hall transmit a 
true copy of the log of each survey on each well to the General Land Office within fifteen ( 15) days after the making of said survey. 

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

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRJMARY TERM. If, during the primary term hereof and prior to 
discovery and production of oil or gas on said land, Lessee should drill a dry hole or holes thereon. or if during the primary term hereof and after the 
discovery and actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not 
terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences 
additional drilling or reworking operations thereon. or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, 
during the last year of the primary term or within s ixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas 
should cease for any cause. Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term: and 
if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting 
additional drilling or reworking operations pursuant to Paragraph 13, us ing the expiration of the primary term as the date o f cessation of product ion 
under Paragraph 13. hould the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas we ll with in 
the primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date 
fo llowing the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such paymenL this 
lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased 
premises. payments may be made in accordance with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION O F I>RIMARY TERM. If. at the expiration of the primary term. neither 
oi l nor gas is being produced on said land. but Lessee is then engaged in drilling or reworking operations thereon. this lease shall remain in force so 
long as operations on said well or fo r drilling or reworking of any additional well arc prosecuted in good fa ith and in workmanlike manner without 
interruptions totaling more than sixty (60) days during any one such operation. and if they result in the production of oil and/or gas. so long thereafter 
as o il and/or gas is produced in paying quantities from said land. or payment of shut-in oil or gas well royalties or compensatory royalties is made as 
provided in th is lease. 

13. CESSAT IO , DRILLING. AND REWORKING. If. after the expiration ofthe primary term. production of oil or gas from the 
leased premises. after once obtained, should cease from any cause. this lease shall not terminate if Lessee commences additional drilling or reworking 
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operations within sixty (60) days after such cessation, and this lease .shall rem~in in full force and effect for so long as such operations continue in 
good fai th and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the 
production of oi l or gas, the lease shall remain in full force and effect fo r so long as oil or gas is produced from the leased premises in paying 
quantities or payment of shut-in oi l or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If 
the drilling or reworking operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional 
dri lling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as 
Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) 
days. Lessee shall give written notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the 
state agency having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being 
shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil 
or gas is not be ing produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oi l or gas royalty 
an amount equal to double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in 
paying quantities. If Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount 
shall be one dollar($ 1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: ( I) the expiration of the primary 
term, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (V2) to the Commissioner of the 
General Land Office and one-half ( 1/2) to the owner of the soil. If the shut-in oi l or gas royalty is paid, the lease shall be considered to be a 
producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of 
the month fo llowing the month in which production ceased, and, after that, if no suitable production facili ties or suitable market for the oil or gas 
exists, Lessee may extend the lease for four more successive periods of one ( I) year by paying the same amount each year on or before the expiration 
of each shut-in year . 

• 
•:•••: 15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, 

~il or gas is sold and de livered in paying quantities from a well located within one thousand ( I ,000) feet of the leased premjses and completed in the 
•: • • • ; arne producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas 

• royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain 
•••• the lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of 

• • • • ;roduction from the well causing the drainage or which is completed in the same producing reservoir and within one thousand ( 1,000) fee t of the 
•• leased premises. The compensatory royalty is to be paid monthly, one-half( l/2) to the Commissioner of the General Land Office and one-half(I /2) 

•. • • fo the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well 
• causing the drainage or that is completed in the same producing reservoir and located within one thousand ( I ,000) feet of the leased premises. If the 

•• compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oi l or gas royalty, Lessee shal l pay an amount equal to 
: • .. t~e difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue 

penalty and interest in accordance with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable 
development nor the obligation to drill offset wells as provided in Texas Natural Resources Code 52.173; however, at the determination of the 
Commissioner, and with the Commissioner's written approval, the payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RET AfNED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of 
producing oil or gas has been completed on the leased premises, Lessee sha ll exercise the diligence of a reasonably prudent operator in drilling such 
additional well or wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it 
shall then terminate as to all of the leased premises, EXCEPT ( I) 40 acres surrounding each oil well capable of producing in paying quantities and 
320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in oi l or gas well as provided in Paragraph 14 
hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a 
producing pooled unit pursuant to Texas Natural Resources Code 52.15 1-52.153, or (3) such greater or lesser number of acres as may then be 
a llocated for production purposes to a proration unit for each such producing well under the rules and regu lations of the Railroad Commission of 
Texas. or any successor agency. or other governmental authori ty havi ng jurisdiction. If at any time after the effective date of the panial termination 
provisions hereof, the applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated 
to said well or wells for production purposes. this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of th is lease as to a portion of the lands covered hereby, Lessee shal l nevertheless continue to 
have the right of ingress to and egress from the lands still subject to th is lease fo r all purposes described in Paragraph I hereof, together with 
casements and right-of-ways for existing roads. existing pipelines and other existing fac il ities on, over and across all the lands described in Paragraph 
I hereof ("the retained lands"), for access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals 
produced from the retained lands. 

(B) HORIZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended 
term it shall further terminate as to all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in each well located on 
acreage retained in Paragraph 16(A) above, un less on or before two (2) years after the primary or extended term Lessee pays an amount equal to one­
half ( l/ 2) of the bonus originally paid as consideration fo r this lease (as specified on page I hereof). If such amount is paid. this lease shall be in force 
and effect as to such deeper depths , and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas 
is produced in paying quantities from such deeper depths covered by this lease. 

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

17. OFFSET WELLS. Neither the bonus, delay rentals., nor royalties paid, or to be paid, under this lease shall relieve Lessee of his 
obligation to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the 
leased premises shall drill as many wells as the facts may justify and shall use appropriate means and dri ll to a depth necessary to prevent undue 
drai nage of oi l and gas from the leased premises. In addit ion, if o il and/or gas should be produced in commercial quantities with in I ,000 feet of the 
leased premises, or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent 
in control of the leased premises sha ll in good faith begin the dri lling of a well or wells upon the leased premises within I 00 days afier the draining 
well or wells or the well or wells completed within I ,000 feet of the leased premises start producing in commercial quantities and shal l prosecute 
such drill ing with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to 
forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of 
this lease, from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, 
rebellion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to 
comply with such covenant shall be suspended and Lessee shall not be liable for damages for fai lure to comply with such covenants; additionally, 
•his lease shal l be extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oi l or 

•: • • • i as from the leased premises. However, nothi ng in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect 
• • • • • :uring the primary term in the absence of such drilling or reworking operations or production of oi l or gas. 
• • 

• 19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the 
.... soil defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying 

• • • • :ny 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 
• ••. ~ay 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 herein, then the royalties and rental herein provided to be paid to the owner of 
! • .. w-.e soil shall be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein 

provided to be paid to the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, 
before Lessee adjusts the royalty or rental due to the Commissioner of the General Land Office. Lessee or his authorized representative must submit 
to the Commissioner of the General Land Oflice 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 Oflice shall be paid the value of the whole 
production allocable to any undivided interest not covered by a lease, less the proportionate development and production cost allocable to such 
undivided interest. However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production al locable to 
the undivided interest not leased an amount less than the value of one-sixteenth (1 / 16) of such gross production. 

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

2 1. USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease 
except water from wells or tanks of the owner of the so il; provided. however, Lessee shall not usc potable water or water suitable fo r li vestock or 
irrigation purposes for waterflood operations without the prior consent of the owner of the soi l. 

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

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

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

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

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and 
fixtures placed by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty ( 120) days after the 
expiration or the termination of this lease unless the owner of the soil grants Lessee an extension of this 12<Hlay period. However, Lessee may not 
remove casing !Tom any well capable of producing oi l and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after 
thirty (30) days written notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the 
owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of 
ei ther party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, 
devisees, legal representatives, successors and assigns. However, a change or di vision in ownership of the land, rentals, or royalties will not enlarge 
the obligations of Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the 
effectiveness of any act performed by Lessee. And no change or division in ownership of the land, rentals, or royalt ies shall bind Lessee for any 
purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory 
written evidence of the change in ownership, including the original recorded muniments of title (or a certified copy of such original) when the 
ownership changed because of a conveyance. A total or partial assignment of th is lease shall, to the extent of the interest assigned, relieve and 
discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and fai lure by one or more of them to 
pay his share of the rental shal l not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the 
ASsignor or assignee does not file a certified copy o f such assignment in the General Land Office before the next rental paying date, the entire lease 

•: • • • ~all terminate for fai lure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to a ll rights and be subject to all obligations, 
•• ••• ~abi li!ies, and penalties owed to the State by the original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid 

• I'Oyaltl eS . 
• 

• •• • (B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires 
• • • • ~is lease in whole or in part by assignment without the prior written approval of the Commissioner of the General Land Ofl'ice, th is lease is void as 

• • ~f the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were 
• • • ·~ade to the owner of the soil if the assignee is: 

• ( I) a nominee of the owner of the soi l; 
•• • • • • •• 

(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation 
or subsidiary; 
(3) a partnership in which the owner of the soi l is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil ; 
(6) a fiduciary for the owner of the soil ; including but not limited to a guardian, trustee, executor, administrator, receiver, or 
conservator for the owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

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

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or re leased. such assignment or 
release must be recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument cert ified by the 
County Clerk of the county in 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 fi ling fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfe iture at 
the option of the Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this 
instrument.. including the statement of the true consideration to be paid for the execution of th is lease and the rights and duties of the parties. Any 
collateral agreements concern ing the development of oil and gas !Tom the leased premises which are not contained in this lease render this lease 
invalid. 

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

tate's interests before his personal interests. 

32. FORFEITURE. If Lessee shall fai l o r refuse to make the payment of any sum within thirty days after it becomes due. or if 
Lessee or an authori zed agent should knowingly make any fa lse return or fa lse report concerning production or dri lling. or if Lessee shall fa il or 
refuse to drill any offset well o r wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General 
Land O ffice, or if Lessee should fai l to file reports in the manner required by law or fai l to comply with rules and regulations promulgated by the 
General Land O ffice. the School Land Board, or the Railroad Commission, or if Lessee shou ld refuse the proper authority access to the records 
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pertaining to operations, or if Lessee or an authorized agent should ~nowingly fai l or refuse to give correct information to the proper authority, or 
knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material 
provis ions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by taw, the rights acquired 
under this lease shall be subject to forfeiture by the Commissioner, and he shaH forfeit same when sufficiently informed of the facts which authorize 
a forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures 
may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the 
Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may 
be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52. 136, the State shall have a first lien upon all oil and gas produced 
from the area covered by this lease to secu.re payment of all unpaid royalty and other sums of money that may become due under this lease. By 
acceptance of this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resou.rces Code 52.136 and any other applicable 
statutory lien, an express contractual lien on and secu.rity interest in all leased minerals in and extracted from the leased premises, all proceeds which 
may accrue to Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and a ll fixtures on and 
improvements to the leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of 
all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason 
of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or 
without court proceedings in the manner provided in the Title 1, Chapter 9 of the Texas Business and Commerce Code. Lessee ag.rees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect thi s lien. 
Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or 
from Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner 
may declare this lease forfeited as provided herein. 

•• ••.: 34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with 
• !fly other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be 

••••• Opproved by the School Land Board and the Commissioner of the General Land Office for the pool ing or uniti zing of the interest of the State under 
• this lease pursuant to Texas Natural Resou.rces Code 52. 151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease 

• satisfies the execution requirements stated in Texas Natural Resources Code 52.152 . 
•••• 

•. • • : 35. INDEMNITY . Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, 
• • gartners, agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes 

• • • .Of action of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all 
• losses and expenses which arc caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, 

• • the operations of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or 
: • • .grovisions of this Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, 

exonerate, indemnifY, defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or 
ass igns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death); costs and expenses, or other harm for which 
recovery of damages is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, 
including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply wi th any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those 
arising from Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the 
terms or provisions of this Agreement or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, 
subcontractors, guests, invitees, and their respective successors and assigns. Each assignee of this Ag.reement, or an interest therein, agrees to be 
liable for, exonerate, indemnifY, defend and hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the 
same manner provided above in connection with the activities of Lessee, its officers, employees, and agents as described above. EXCEPT 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 INDENINIFI ED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE, 
JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent 
contamination or pollution of any environmental medium, including soil, surface waters, groundwater. sediments. and surface or subsurface strata, 
ambient air or any other environmental medium in, on. or under the leased premises. by any waste, pollutant, or contaminant. Lessee sha ll not bring 
or permit to remain on the leased premises any asbestos containing materials. explosives. toxic materials, or substances regulated as hazardous 
wastes, hazardous materials, hazardous substances (as the term "Hazardous Substance" is defined in the Comprehensive Environmental Response, 
Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, et seq.), or toxic substances under any federal, state, or local law or regulation 
("Hazardous Materials"), except ordinary products commonly used in connection with oi l and gas exploration and development operations and stored 
in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL 
BREACH AND DEFAULT HEREUNDER AND LESSEE S HALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST ANY C LAIMS, DAMAGES, JUDGMENTS, PENAL TIES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING 
OUT OF (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (II) THE PRESENCE, RELEASE, OR DISPOSAL OF ANY 
HAZARDOUS MATERIALS ON, UNDER. OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL 
OF T HE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
C ONTAMINATION 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 C ERCLA OR ANY 

- 7 -

Tru nd C.r:>rrect 
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OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SRALL 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 REC EIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. 
THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURV[VE 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 52.17 1 through 52.190, 
commonly known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not 
conform to these statutes, the statutes will prevail over any nonconforming lease provisions. 

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

39. LEASE FILING. Pursuant to Chapter 9 of the Texas Bus iness and Commerce Code, this lease must be filed of record in the 
office o f the County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the 
General Land Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) 
is fi led in the General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shal l not be binding upon the 
State unless it recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescri bed fil ing 
fee shall accompany such certified copy to the General Land Office. 

SEE EXHIBIT "B" AS TO SURFACE USE AGREEMENT CLAUSES 
• •••••• • • 
• •• ••• • • • 

• 
•••• • • • •• • 
•• • •• ·.s 
• 

•• • • • • •• 

LESSEE: 

STATE OF TEXAS 

Bank o f America, N.A., T rus tee of 
The Self C hi ldren Ma nageme nt T rust 

BY ~lJ)_.~ 
TITLE: v, U fp_p De}![ 

DATE: 1/rb/1( 
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STATEOF 71 

COUNTY OF TtiM.# k1{ 

This instrument was acknowledged before me on this [5-IJ day of Jvv{ , 2011, by Larry 
Farris, \Au P4'2•£!6lf of The Bank of America, N.A., Trustee of the Self Children Management Trust. 

• •••••• • • 
• •••••• • • 

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

k k1r ~L !C { ~e:t'? It:_ 
Notary Public 

Notary's Seal: 
DEBORAH 0 COUGHLIN 

Notary Public 
STATE OF TEXAS 

My Comm. EJCp. Oi..OH4 

COUNTY OF MIDLAND 

.. ~ ~ : • • •• uis instrument was acknowledged before me on this V1 - day of -ft-'--- :>F-- -:' 2011, by 
\Ctoo<.,th . 0,~ , as \)\}.~ic:k lo.J___and on behalf of Energen Resources Corporation 

~ ~~ 1!:: ':o .1 /·u ., 
''''''"~~""'''''' Notary Public ~ 

,,,,, . ~CAUL!t:,c- 111
// / 

,. (, \'I' L'o -;, 

' ,~ ., u ('" ~ N ' S I 
_":' ~- "-\ ~1 ~ otary s ea: - ) - -:. - ..... , ~ 

~«.. .:._,.. ( -: 

.~. 
, lr~ '( v" 

--:., ~A~'~ 

~. ~-

, I h 
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• •••••• • • 
• •••••• • • 

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

•• • • • • •• 

Attached to and made apart hereof t hat certain Oil and Gas Lease dated May 24, 2011 by and 
between Bank of America, N.A., Trustee of the Self Children Management Trust and Energen 
Resources Corporation. 

EXHIBIT "A" 

DELAY RENTAL ADDENDUM 

Addendum to Paragraph Three - DELAY RENTALS 

40. This is a paid-up Oil and Gas Lease and rentals in the amount of $148.88 for years two 
and three of this lease have been prepaid, and are included in the bonus amount of $1500.00 
per acre in Paragraph 1 of the lease. One half (1/2) of this amount has been paid to the Lessor 
and one half(1/ 2) has been paid to the State of Texas. 

True and Correct 
copy of 

Origrnal f1led in 
:=leeves County 
~lerk Off1ce 



• •• •••• • • 
• •••••• • • 

• 
•••• • • • •• • 
•• • ·. ·.: 

•• • • • • •• 

EXHIBIT "B" 

Attached to and made apart hereof that certain Oil and Gas Lease dated May 
24, 2011 by and between Bank of America, N.A., Trustee of the Self 
Children Management Trust and Energen Resources Corporation. 

SURFACE AMENDMENTS 

1. Upon the cessation of drilling at each well location, the abandonment of said lease 
or surrender thereof, Lessee, its successors or assigns, shall then level all drilling 
pits and other excavations and shall repair all damage done, or cause to be done, to 
buildings, fences, roads, culverts, turf, water wells and/or other improvements a nd 
to restore same to their original condition within 90 days after the cessation of 
activity. No drilling mud shall be spread on surface la nds of Lessor without express 
written consent of Lessor . 

2. Lessee's right to use water from the leased premises shall not include the right to 
use fresh water from any fresh water sands or strata underlying the leased 
premises for any secondary recovery operations that may be conducted on the leased 
premises. Lessee shall have the right to use fresh wa ter from wells or surface 
impoundments only with the expressed permission of the Lessor. 

3. All operations of Lessee shall be conducted so as to minimize the amount of s urface 
la nd used or damaged by Lessee and Lessee agrees to construct not more tha n one 
road to each location on the leased premises and to confine all t ravel incident to the 
drilling and production of such well to the single road. All roads constructed by 
Lessee shall be of good quality a nd s uitable for all-weather use. The routes for all 
roads shall be mutually agreed upon between Lessor and Lessee before the 
commencement of any road construction . Lessee agrees to maintain all roads used 
by Lessee on the lea sed premises in good condition and repair during the period of 
Lessee's operations on the lease premises. The surface owner shall have the right to 
use all roads on the leased premises. 

4. It is understood and agreed that this lease does not cover or include any right or 
privilege of hunting with firearms a nd/or with dogs or otherwise on the leased 
premises or fishing on the leased premises; all such hunting a nd fishing rights being 
expressly reserved, a nd Lessee a grees that none of the Lessee's officers, agents, 
employees or representatives will bring any dogs a nd/or firearms upon the leased 
premises, and that a ny one so doing shall be trespassers and subject to prosecution 
as such. 

True and Correct 
copy of 

Onginal f1led in 
Reeves County 

Clerks Office 



• •• ••• • • • 
• •••••• • • 

• 
••• • • • • •• • 
•• • ·. ·.: 

•• • • • • •• 

5. Prior to erecting new storage tanks, pipelines compressor stations or other usual 
facilities required by Lessee for producing oil and gas and operating this lease, 
Lessee shall advise of Lessor, Lessee's intention. Lessor and Lessee will then 
mutually select a site or sites for locating such equipment and pipelines taking into 
consideration the ranching and farming operation of Lessor and Lessee's needs in 
conducting its operations under the terms of this lease in a reasonable manner. 

6. Lessee prior to the construction of any new road or the cutting, altering and 
removal of any existing fence on the leased premises, or the cutting or removal of 
any tree on the leased premises, shall notify Lessor of s uch intention and shall be 
governed by the Lessor's wishes. Lessee shall dispose of all brush, trees, trash and 
debris away from the property. Under no circumstances will trash, garbage or 
debris be buried or dumped on the property or adjacent lands of Lessor. Brush and 
trees may be buried or burned on the property only with written permission from 
owner or his representative . 

7. Lessee agrees to protect, defend, indemnify and hold harmless Lessor, the owners of 
the surface of the Leased Premises, and their respective agents, employees and 
tenants, from and against all liabilities, losses, expenses, claims, demands, and 
causes of action of every kind and character, whether for death or personal injury 
to persons (including agents and employees of Lessee and Lessee's s ubcontractors) 
for loss or damage to property, in any way and at any time arising out of, incident 
to, or in connection with this Lease, operations conducted on the Leased Premises, 
or breach of the terms hereof, regardless of whether a ny such liability, loss, 
expenses, claim, demand or cause of action is based on the sole or concurrent 
negligence of any party indemnified hereunder. 

8. Each drill site location shall be constructed so as to result in the least interference 
with surface usage as reasonably practicable under the circumstances. All pits shall 
be constructed and lined so as not to pollute the adjoining land at the request of 
Lessor. Lessee shall take all reasonable precautions necessary to prevent land, air 
and water pollution, including pollution to all underground fresh water zones. 
Lessee shall collect all trash which accumulates in connection with his operations 
and remove such trash from the Leased Premises. Lessee shall take all reasonable 
precautions to prevent blowouts from occurring on the Leased Premises. Lessee 
shall utilize only such area around each producing well as is reasonably necessary 
for such purposes, and Lessee shall restore the remainder of s uch drill site to its 
original condition as nearly as possible within a reasonable time after the 
completion of operations on each drill site where no producing well is located, 
Lessee shall clear the location, remove all equipment placed upon the drill site by 
the Lessee, clean out and back fill all pits, and return the surface of the drill site to 
its original condition as nearly as possible. Lessee shall construct and maintain 
gates at all places where any roads used by Lessee cross through fences on the 
Leased Premises, and Lessee shall keep such gates locked when not actually 
passing through such gates. Upon termination of Lessee's operations on the Leased 
Premises, Lessee shall restore the s urface of all lands utilized by Lessee, and not 

True and Correct 
copy of 

Orig;nal filed In 
Roeves County 

erks Office 
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theretofore restored, to their original condition as nearly as possible. Wit hin six (6) 
months after the termination of this lease, Lessee shall re move a ny and all property 
placed by Lessee on the Leased Premises or Lessor shall cause same to be removed 
a t Lessee's expense. 

9. Lessee is to comply with all Federal and State regulations . 

10. Lessee shall pay market value, on the day of the event, for any and all livestock lost 
as a result of Lessee's operations under this lease. 

11. Lessee shall not conduct a ny operations within three hundred (300) feet of any 
homestead, living quar ters or livestock watering facilities without express consent 
of Lessor, such consent shall not be unreasona bly withheld . 

12. Par ties in interest . Lessee represents the he/she is not an officer, director, or 
employee of Bank of America Corpor ation, Bank of America, N.A. , or an of its 
a ffiliates and/or subsidiaries, nor is Lessee acting on behalf of a ny such officer, 
director, or employee . 

True and Correct 
.opy of 

ng1nal filed in 
Reaves County 
Clerks Office 
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.. 
General Land Office 
Relinquishment Act Lease Fonn 
Revised. September 1997 

. . 
OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 6th_day of June, 20 II between the State of Texas, acting by and through its agent, 
Henke Petroleum Corporation of 1421 E. 45th Street, Shawnee, OK 74804, said agent herein referred to as the owner of the soil (whether one or 
more), and Energen Resources Corporation, 3300 North "A" Street, Building 4, Suite 100, Midland, Texas 79705, hereinafter called Lessee. 

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

E/2 Section 44, Block 57. Township 2 South, T &P RR Co. Survey; 

• •: •• •¢:ontaining 320.00.00_ acres, more or less. The bonus consideration paid for this lease is as follows: 

• •••••• • • 
• 

•••• • • • •• • 

To the State ofTexas: Twelve Thousand Eight Hundred Thirty-Two and 501100 
Dollars ($12,832.50) 

•• • • • • • • • 
To the owner of the soil: Twelve Thousand Eight Hundred Thirty-Two and 50/100 

Dollars ($12,832.50) 

• 
•• Total bonus consideration: Twenty-Five Thousand, Six Hundred Sixty-Five & No/ 100 
: •... Dollars $(25,665.00) 

The total bonus consideration paid represents a bonus of Fifteen Hundred Dollars & noll 00 
Dollars ($ 1500.00) per acre, on 17.11 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of Three (3) years from this date (herein called 
primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used in this lease, the term 
"produced in paying quantities" means that the receipts from the sale or other authorized commercial usc of the substancc(s) covered exceed out of 
pocket operational expenses for the six months last past. 

3. SEE PARAGRAPH 40 ON ATTACHED EXHIBIT "A" FOR DELAY RENTALS. lfRe well is eemmeReeEI eR lhe leaseEI 
premises eR er befere eRe ( I) year frem ll!is Elate, lhis lease shall termiRate, uRiess eR er befere sueh aRRiversary El.ate Lessee shall p~· 9F teREier te 
the ev,rf!er ef the sail er te his ereEiil iR ll!e BBfl[G at 9r its 
sueeessers (whieh shall eeRtiRue as ll!e Elepesitery regarEIIess ef ehBflges iR the ewflership ef saiEI lana), the am91ffit speeif'ieEI belew; iR aEIElitieR, 
Lessee shall p~· er teREier te the COMMISSIO~IER OF nm GI*>IERAL LA~IO OFFICE OF T~E STATE OF TEXAS, AT AUSTH>I. TEXAS, a 
lil(e sum eR e r befera saiEl Elata. PaymeRlS uREiar ll!is paragraph shall 9parate as a reRtal BREl shall eever the privilege efEieferriRg the eemmeReemeRt 
era 'Nell fer 9Re ( I) year frem saiEI Elate. Pay maRtS IIREler this paragraph sha ll be iR lhe fellewiRg Qm91!Rts: 

Te lhe9wfler efthe sail: 
Oellars (~ 

D911ars(~ 

09llars (~ 
lA a like maRRer BREl I!Jl9R like pa)·meRts 9r taRElers BRRually, the e9mmeReemeRt ef a well may be fuFther EleferreEI f:er sueeessi\'e peri9Eis ef 9Re (I ) 
year eaeh d1:1riRg the f)Fimary term. All fl&ymeRlS er teREieFS ef reRlalte the ewRer ef the sail may be maEie by sheek er sight draA ef Lessee, 9r aRy 
assigRee 9flhis lease, BREl may be Eleli vereEl 9R 9r befere the reRtal payiRg Elate. lfthabaRk ElesigRateEI iR this p8F8graph (9r its sueeesser bBRk) sheuiEl 
eease te eKist; suspeREibusiRess, liquiElate, fail er be suseeaEiaEiby BR9ther bBRk. 9F f:er BR)' reas9R fail er refuse 19 aeeept reRtal. Lessee shall R91 ba 
he lEI iR Elefault fer failure te mah sush p~·meRlS 9F teREiars 9f reRtal uRtilthiny (J()) Elays aAer lA a 9WRer 9f til a sa il shall Eleliuer 19 Lessee a pr9per 
reeerElable iRSIFI!meRt RamiRg BR9ther bank as ageRlte reeei\'e sueh paymeRts er teREiers. 

4. PRODUCTION ROYAL TIES. Upon production of oi l and/or gas, Lessee agrees to pay or cause to be paid one-half ( 1/2) of the 
royalty provided for in this lease to the Commissioner of the General Land Office of the State of Texas. at Austin. Texas, and one-half ( 112) of such 
royalty to the owner of the soil: 



' • 

Commissioner of the General Land Office, such value to be detennined by I) the highest posted price, plus premium, if any, o ffered or paid for oil, 
condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) 
the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof. 
whichever is the greater. Lessee agrees that before any gas produced from the leased premises is sold, used or processed in a plant, it will be run free 
of cost to the royalty owners through an adequate oil and gas separator of conventional type, or other equipment at least as efficient, so that all liquid 
hydrocarbons recoverable from the gas by such means wi ll be recovered. The requirement that such gas be run through a separator or other 
equipment may be waived in writing by the royalty owners upon such tenns and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including nared gas), which is defined as all hydrocarbons and gaseous 
substances not defined as oi l in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas 
processed in a plant for the extraction of gasoline, liquid hydrocarbons or o ther products) shall be one-fourth (I 14th) part of the gross production or 
the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest 
market price paid or offered for gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the 
producer, whichever is the greater; provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 
pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure 
according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the most approved method of testing being 
used by the industry at the time of testing. 

PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be one-fourth (I 14th) part of the residue gas and the liquid hydrocarbons extracted or the market value thereof, at the option of 

• • • • •fe owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent ( I 00%) of the 
• total plant production of residue gas attributable to gas produced from this lease, and on fifty percent (500/o), or that percent accruing to Lessee. 

• • •••;,.hichever is the greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid 
• hydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage 

• applicable to liquid hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under 
• • •: ·~~processing agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements 

• • or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be detennined by I) 
• • • • W,e highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or 

• • offered for such residue gas (or the weighted average gross selling price fo r the respective grades of liquid hydrocarbons), whichever is the greater. 
• In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been 

: • • nrocessed. 
• • e"i 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting 
liquid hydrocarbons) whether said gas be casinghead, "dry," or any other gas, by fractionating, burning or any other processing shall be one-fourth 
( l/4th) part of the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the 
General Land Office, such market value to be detennined as follows: I) on the basis of the highest market price of each product for the same month 
in which such product is produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are 
produced; whichever is the greater. 

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

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

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share 
of any fuel used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease. and subject to the 
wriuen consent of the owner of the soil and the Commissioner of the General Land Office. Lessee may recycle gas for gas lift purposes on the leased 
premises or for injection into any o il o r gas producing fonnation underlyi ng the leased premises after the liquid hydrocarbons contained in the gas 
have been removed: no royalties shall be payable on the recycled gas until it is produced and so ld or used by Lessee in a manner which entitles the 
royalty owners to a royalty under this lease. 

9. ROYALTY PAYM ENTS AND REPO RTS. All royalties not taken in kind shall be paid to the Commissioner of the General 
Land Office at Austin. Texas. in the following manner: 



month of production, accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescribed by 
the General Land Office and showing the gross amount and disposition .of all oil and gas produced and the market value of the oil and gas, together 
with a copy of all documents, records or reports confirming the gross production, disposition and market value including gas meter readings, pipeline 
receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and 
any other reports or records which the General Land Office may require to verify the gross production, disposition and market value. In all cases the 
authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by 
a check stub, schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being 
paid on each lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of 5% on 
the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall accrue a penalty of 10% of the royalty due or 
$25.00 whichever is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12"• per year, such interest wi ll begin accruing when 
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amount set by 
the General Land Office administrative rule which is effective on the date when the affidavits or supporting documents were due. The Lessee shall 
bear all responsibility for paying or causing royalties to be paid as prescribed by the due date provided herein. Payment of the delinquency penalty 
shall in no way operate to prohibit the State's right of forfeiture as provided by law nor act to postpone the date on which royalties were originally 
due. The above penalty provisions shall not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in 
dispute as to fair market value. 

I 0. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General 
Land Office with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and s hall furnish said Commissioner 
with copies of a ll contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) 

• • • • • - ays after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land 
• hffice shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertain ing to 

• • • •• the production, transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and 
• discharges of all wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the 

• General Land Office, the Attorney General, the Governor, or the representative of any of them . ••• • • • • 
•• • (B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of 

• • • • ~e General Land Office by Lessee or operator five (5) days before spud date, \YOrkover, re-entry, temporary abandonment or plug and abandonment 
• • of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. 

• Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas 
:• • Railroad Commission. All applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that 
• .. are submitted to the Texas Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in 

accordance with Railroad Commission rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other 
associated improvements to the land must also include the word "State." Lessee shall supply the General Land Office with any records, memoranda, 
accounts, reports, cuttings and cores, or other information relative to the operation of the above described premises, which may be requested by the 
General Land Office, in addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore­
hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a 
true copy of the log of each survey on each well to the General Land Office within fifteen ( 15) days after the making of said survey. 

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

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to 
discovery and production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the 
discovery and actual production of oi l or gas from the leased premises such production thereof should cease from any cause, this lease shall not 
terminate if on or before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences 
additional drilling or reworking operations thereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If. 
during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas 
should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term: and 
if Lessee has not resumed production in paying quantities at the expiration of the primary term, Lessee may maintain this lease by conducting 
additional drilling or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of cessation of production 
under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within 
the primary term hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on o r before the rental paying date 
following the expiration of s ixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such paymenL this 
lease shall ipso facto terminate. If at the expiration of the primary term or any time thereafter a shut-in oi l or gas well is located on the leased 
premises., payments may be made in accordance with the shut-in provis ions hereof. 

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

13. CESSATION, DRILLING, AND REWORKING. If. after the expiration ofthe primary term. production of oil or gas from the 
leased premises. after once obtained. should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in 
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good fai th and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the 
production of oil or gas, the lease sha ll remain in full force .and effect fo r so long as oil or gas is produced from the leased premises in paying 
quantities or payment of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If 
the drilling o r reworking operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional 
drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as 
Lessee continues drilling o r reworking operations in good faith and in a workmanlike manner without interruptions total ing more than sixty (60) 
days. Lessee shal l give written no tice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-fN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the 
state agency havingjurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being 
shut in, was being maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil 
o r gas is not being produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty 
an amount equal to double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil o r gas in 
paying quantities. If Paragraph 3 of this lease does not spec ify a delay rental amount, then for the purposes of this paragraph, the delay rental amount 
shall be one dollar ($ 1.00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on o r before: (I) the expiration of the primary 
term, (2) 60 days after the Lessee ceases to produce o il or gas from the leased premises, or (3) 60 days after Lessee completes a d rilling or reworking 
operation in accordance with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the 
General Land Office and one-half ( 1/2) to the owner of the soil. If the shut-in oi l o r gas royalty is paid, the lease shall be considered to be a 
producing lease and the payment shall extend the term of the lease for a period of one year from the end of the primary term, or from the first day of 
the month following the month in which production ceased, and, after that, if no suitable production fac ilities or su itable market fo r the oil or gas 

• • •• •jxists, Lessee may extend the lease for four more successive periods of one ( I) year by paying the same amount each year on or before the expiration 
• of each shut- in year . 

• ...... 
• • 15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut- in oil or gas royalty, 

• oi l or gas is sold and delivered in paying quantities from a well located with in one thousand ( 1,000) feet of the leased premises and completed in the 
• ••: • !arne producing reservoir, or in any case in which drai nage is occurring, the right to continue to maintain the lease by paying the shut-in o il or gas 

• • ~oyalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain 
• • • • M,e lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of 

• • production from the well causing the drainage or which is completed in the same producing reservoir and within one thousand ( 1,000) feet of the 
• leased premises. The compensatory royalty is to be paid monthly, one-half ( I /2) to the Commissioner of the General Land Office and one-half ( 1/2) 

: • • to the owner of the soil, beginning on or before the last day of the month following the month in which the oi l or gas is produced from the well 
• • • causing the drainage or that is completed in the same producing reservoir and located within one thousand ( 1,000) feet of the leased premises. If the 

compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in o il or gas royalty, Lessee shall pay an amount equal to 
the difference within thirty (30) days from the end of the 12-month period. Compensatory royalty payments which are not timely paid will accrue 
penalty and interest in accordance with Paragraph 9 of this lease. None of these provisions will rel ieve Lessee of the obligation of reasonable 
development nor the obligation to drill offset wells as provided in Texas Natural Resources Code 52. 173; however, at the determination of the 
Commissioner, and with the Commissioner's written approval, the payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAfNED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of 
producing o il or gas has been completed on the leased premises, Lessee shall exercise the dil igence of a reasonably prudent operator in drilling such 
additional well or wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it 
shall then terminate as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 
320 acres surrounding each gas well capable of producing in paying quantities (i ncluding a shut- in oi l or gas well as provided in Paragraph 14 
hereof), or a well upon which Lessee is then engaged in continuous drilling o r reworking operations, or (2) the number of acres included in a 
producing pooled unit pursuant to Texas Natural Resources Code 52. 151-52. 153, or (3) such greater or lesser number of acres as may then be 
a llocated fo r production purposes to a proration unit for each such produc ing well under the rules and regulations of the Railroad Commission of 
Texas, or any successor agency. o r other governmental authority having j urisdiction. If at any time after the effecti ve date of the partial termination 
provisions hereof, the applicab le field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated 
to said well or wells for production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for 
production purposes. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to 
have the right of ingress to and egress from the lands still subject to this lease for all purposes described in Paragraph I hereof, together with 
casements and right-of-ways fo r existing roads, existing pipelines and o ther existing facilities on, over and across all the lands described in Paragraph 
I hereof ("the retained lands"), for access to and from the retained lands and fo r the gathering or transportation of o il. gas and other minerals 
produced from the retai ned lands. 

(B) HORJZONTAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended 
term it shall further terminate as to all depths be low I 00 fee t be low the total depth drilled (hereinafter "deeper depths") in each well located on 
acreage retained in Paragraph 16(A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one­
half( l/2) of the bonus o riginally paid as consideration for this lease (as specified on page I hereof). If such amount is paid. this lease shall be in force 
and effect as to such deeper depths, and said termination sha ll be de layed for an additional period of two (2) years and so long thereafter as oil or gas 
is produced in paying quantities from such deeper depths covered by this lease. 

IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearly as practical. be in the 
fo rm of a square with the well located in the center thereof, or such o ther shape as may be approved by the Commissioner of the General Land 
Office. Within th irty (30) days after partial termination of this lease as provided herein. Lessee shall execute and record a release o r releases 
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containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, 
shall be filed in the General Land Office, accompanied by the filing fee .prescribed by the General Land Office rules in effect on the date the release 
is filed. If Lessee fails or refuses to execute and record such release or releases within ninety (90) days after being requested to do so by the Genera.! 
Land Office, then the Commissioner at his sole discretion may designate by wrinen instrument the acreage and/or depths to be released hereunder 
and record such instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land 
Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of his 
obligation to protect the oi l and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the 
leased premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue 
drainage of oil and gas from the leased premises. In addition, if oi l and/or gas should be produced in commercial quantities within 1,000 feet of the 
leased premises, or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent 
in control of the leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within I 00 days after the draining 
well or wells or the well or wells completed within I ,000 feet of the leased premises start producing in commercial quantities and shall prosecute 
such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to 
forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his wrirten approval may the payment of 
compensatory royalty under applicable statutory parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJ EURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of 
this lease, from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, 

• • ••• f:bellion, riots, strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to 
• comply with such covenant shall be suspended and Lessee shall not be liable for damages for failure to comply with such covenants; additionally, 

•• ••• ~is lease shall be extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or 
• gas from the leased premises. However, nothing in this paragraph shall suspend the payment of delay renta.ls in order to maintain this lease in effect 

• during the primary term in the absence of such drilling or reworking operations or production of oil or gas . 
••• • • • • •• • 19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the 

• • • • ~il defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying 
• • any mortgage, taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee 

• may recover the cost of these payments from the rental and royalties due the owner of the soil. 
•• • • • • •• 20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in 

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

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

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

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

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

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

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

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and 
fixtures placed by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty ( 120) days after the 
expiration or the termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not 
remove casing from any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing unti l after 
thi rty (30) days written notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the 
owner of any machinery, fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of 
either party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, 
devisees, legal representatives. successors and assigns. However, a change or division in ownership of the land, rentals, or royalties will not enlarge 
the obligations of Lessee, diminish the rights, privi leges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the 
e ffectiveness of any act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any 
purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory 
written evidence of the change in ownership, includi ng the original recorded muniments of title (or a certified copy of such original) when the 
ownership changed because of a conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and 
discharge Lessee of all subsequent obligations under this lease. If th is lease is assigned in its entirety as to only part of the acreage, the right and 

• • • . •4Ption to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and failure by one or more of them to 
• ~ay his share of the rental shall not affect this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however, if the 

•• ••• 4ssignor or assignee does not file a certified copy of such assignment in the General Land Office before the next rental paying date. the enti re lease 
• ~all terminate for failure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to al l rights and be subject to all obligations, 

• liabilities, and penalties owed to the State by the original lessee or any prior assignee of the lease, including any liabilities to the State for unpaid 
• • •: • liOyalties. 
•• • 

• ••. t (B) ASSIGNMENT LLMITATION. Notwithstanding any provision in Paragraph 27(a}, if the owner of the soil acquires 
• •ibis lease in whole or in part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as 

• of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were 
: • • made to the owner of the soil if the assignee is: 
• •• • ( I) a nominee ofthe owner of the soil; 

(2) a corporation or subsidiary in which the owner of the soi l is a principal s tockholder or is an employee of such a corporation 
or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
( 4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6) a fiduc iary for the owner of the soil; including but not limited to a guardian. trustee, executor, administrator. receiver. or 
conservator for the owner of the soil ; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and del iver to 
the owner of the soil and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease 
as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly 
s urrendered, 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 re lieve Lessee of any liabilities which may have accrued 
under this lease prior to the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or re leased, such assignment or 
release must be recorded in the county where the land is situated. and the recorded instrument, or a copy of the recorded instrument certified by the 
County Clerk of the county in which the instrument is recorded, must be filed in the General Land Office with in 90 days of the last execution date 
accompanied by the prescribed filing fee. If any such ass ignment is not so fi led, the rights acquired under this lease shall be subject to fo rfeiture at 
the option of the Commissioner of the Genera l Land O ffice. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this 
instrument, including the statement of the true consideration to be paid fo r the execution of th is lease and the rights and duties of the parties. Any 
collateral agreements concerning the deve lopment of oi l and gas from the leased premises which are not contained in this lease render this lease 
inva lid. 

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

tate's interests before his personal interests. 

32. FORFEITURE. If Lessee shall fa il or refuse to make the payment of any sum with in thirty days after it becomes due. or if 
Lessee or an authorized agent should knowingly make any fa lse return or fa lse report concerning production or drill ing, or if Lessee shall fail or 
refuse to dri ll any offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General 
Land Office. or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the 
General Land Office, the School Land Board, or the Railroad Commission. or if Lessee should refuse the proper authority access to the records 
pertain ing to operations. or if Lessee or an authorized agent shou ld knowingly fail or refuse to give correct information to the proper authority, or 
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knowingly fail or refuse to furnish the General Land Office a correct log of any well, or if Lessee shall knowingly violate any of the material 
provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acqui red 
under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize 
a forfei ture. and when forfeited the area shal l again be subject to lease under the terms of the Relinquishment Act However, nothing herein shall be 
construed as waiving the automatic termination of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures 
may be set aside and this lease and all rights thereunder reinstated before the rights of another intervene upon satisfactory evidence to the 
Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may 
be adopted relative hereto. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a lirst lien upon all oil and gas produced 
from the area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By 
acceptance of this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable 
statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, al l proceeds which 
may accrue to Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and 
improvements to the leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of 
all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason 
of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or 
without court proceedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may requ ire Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. 
Lessee hereby represents that there are no prior or superior liens arising fro m and relating to Lessee's activities upon the above-described property or 
i"om Lessee's acquisition of this lease. Should the Commissioner at any time determine that this representation is not true, then the Commissioner 

•: .. •~Jay declare this lease forfei ted as provided herein. 

• • •••: 34. POOLfNG. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with 
• ~y other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be 

• approved by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under 
• • •: • th is lease pursuant to Texas Natural Resources Code 52.151-52.153. The owner of the soil agrees that the inclusion of this provision in this lease 
•• ;atislies the execution requirements stated in Texas Natural Resources Code 52.152. •• • 

• • • •: 35. fNDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees. 
partners, agents, contractors. subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes 

• • of action of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including. but not limited to. a ll 
: • • •ft>sses and expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to. or resulti ng from, 

the operations of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or 
provisions of this Agreement, or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, 
exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soi l, their officers, employees and agents, their successors or 
ass igns, against any and all claims, liabilities, losses, damages, actions, personal inj ury (including death), costs and expenses, or other harm for which 
recovery of damages is sought, under any theory including tort, contract, or strict liability, including anomeys' fees and other legal expenses, 
including those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those 
aris ing from Lessee's use of the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the 
terms or provisions of this Agreement or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, 
subcontractors, guests, invitees, and their respective successors and assigns. Ea.ch assignee of this Agreement, or an interest therein, agrees to be 
liable for, exonerate, indemnify, defend and hold harmless the State ofTexas and the owner of the soi l, their officers, employees, and agents in the 
same manner provided above in connection with the activities of Lessee, its officers, employees. and agents as described above. EXCEPT AS 
OT HERWISE EXPRESSLY LIMITED HEREI N, ALL OF T HE INDEMNlTY OBLIGATIONS AND\OR LIA BILITIES ASSUMED 
UNDER T HE TERMS O F T HIS AGREEM ENT SHALL BE WIT HOUT LIMITS AND W ITHOUT REGARD TO THE CA SE O R 
CAUSES T HEREOF (EXCLUDING PRE-EXISTING CONDIT IONS), STRICT LIABILITY, OR T HE NEG LIGENCE OF ANY PARTY 
O R PART IES (INCLUDING T HE NEGLIGENCE OF T HE INDENINIFIED PARTY), W HETHER SUCH NEGLIGENCE BE SOLE, 
J O INT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent 
contamination or pollution of any environmental medium. including soil, surface waters, groundwater. sediments. and surface or subsurface strata. 
ambient air or any other environmental medium in. on, or under the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring 
or permit to remain on the leased premises any asbestos containing materials, explosives. toxic materials, or substances regulated as hazardous 
wastes, hazardous materials. hazardous substances (as the term "llazardous ubstance" is defined in the Comprehensive Environmental Response. 
Compensation and Liabi lity Act (CERCLA), 42 U.S.C. Sections 960 1. et seq.). or toxic substances under any federal. state. or local law or regulation 
("Hazardous Materials"), except ord inary products commonly used in connection with oi l and gas exploration and development operations and stored 
in the usual manner and quantities. LESSEE'S VIOLATION OF T HE FOREGOING PROH IBIT ION S HALL CONSTITUTE A MATERIAL 
BR EACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY. HOLD HARMLESS AND DEFEND THE STATE OF 
TEXAS AND T HE OWNER OF T HE SOIL FROM AND AGA INST ANY CLAIMS, DAMAGES, J DGMENTS, PENAL T IES, 
LIABILIT IES. AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND CO RT COSTS) CAUSED BY OR ARISING 
OUT OF (I) A VIO LATION OF T HE FOREGOING PRO HIBIT ION OR (II) T HE PRESENCE, RELEASE, OR DISPOSAL OF ANY 
HAZARDO US MATERIALS ON, UNDER, OR ABOUT T HE LEASED PREM ISES DURI NG LESSEE'S OCCUPANCY OR CONTROL 
OF T HE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND R EPAIR ANY SOIL O R GROUND WATER 
CONTA MINATION AND DAMAGE CAUSED BY T HE PRESENC E OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON. 
UNDER, OR ABOUT T HE LEASED PREM ISES DURI NG LESSEE'S OCCUPANCY OF T HE LEASED PREM ISES IN 
C ONFORMANCE W ITH T HE REQU IREMENTS OF APPLICABLE LAW. THIS INDEMN IFICATION AND ASSUMPTION SHALL 
APPLY, BUT IS NOT LIM ITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTA KEN PURSUANT TO C ERCLA OR ANY 
OTH ER ENVIRO NM ENTAL LAW OR REGU LAT ION. LESSEE SHALL IMM EDIATELY G IVE THE STATE OF EXAS D T HE 

r•1 " rrrecr 
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OW NER OF THE SOIL WRITIEN NOTICE O F ANY BREACH OR SUSPECTED BREACH OF T HIS PARAGRAPH, UPON 
LEARNING OF T HE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTA L AGENCY PERTAI NING TO HAZARDOUS MATER IALS WHIC H MAY AFFECT T HE LEASED PREMISES. 
T H E O BLIGATIONS OF LESSEE HEREUNDER S HALL SURVIVE T HE EXPIRATION OR EARLI ER TER MINATION, 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 if any provision in this lease does not 
conform to these statutes. the statutes will prevail over any nonconforming lease provis ions. 

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

39. LEASE FlUNG. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the 
office of the County Clerk in any county in which all or any part of the leased premises is located, and certified copies thereof must be fi led in the 
General Land Office. This lease is not effective unti l a certified copy of this lease (which is made and certified by the County Clerk from his records) 
is filed in the General Land Office in accordance with Texas Natural Resources Code 52. 183. Additionally, this lease shall not be binding upon the 
State unless it recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescribed filing 
fee shall accompany such certified copy to the General Land Office . 
• ·:···1 
• •••••• • • 
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•• • • • • • • • 
• 

•• • • • • •• 

LESSEE: 

LESSOR: 

H ENK E PETROLEUM CORPORAT ION 

BY: d~Too/f=;?~ 
TITLE: President 

DATE: /- J/ ')( }/ 
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True and Correct 
copy of 

o n I tied tn 
A ncy 



... 

STATE OF 

COUNTY OF 
~ ./ 

This instrument was acknowledged before me on this / ':).. day of ~~~ , 2011, Mary M. Toole 
as President of Henke Petroleum Corporation and on behalf of Henke Petroleum Corporation. 

• ....... 
• • 
• 

••• • • • • •• • 
•• • 

•• ·.STATE OF TEXAS 
• 

:·. COUNTY OF MIDLAND 

Notary Pubh 

Notary's Seal: 

My Comm. Exp. 0912712014 

. ... ~--

ThiA instrume,Rt was acknowledged before me on this \q day of __,_M<tt-=-----:~--' 2011, by 
f,<.no~ ~ bd , as \)~ and on bebalf of Energen Resources Corpora~on ""'tf(j 

~k~ 
Notary's Seal: 
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r.opy of 
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Attached to and made apart hereof that certain Oil and Gas Lease dated June 6, 2011 by and 
between Henke Petroleum and Energen Resources Corporation. 

EXHIBIT "A" 

DELAY RENTAL ADDENDUM 

Addendum to Paragraph Three- DELAY RENTALS 

40. This is a paid-up Oil and Gas Lease and rentals in the amount of $34.22 for years two 
and three of this lease have been prepaid, and are included in the bonus amount of $1500.00 
per acre in Paragraph 1 of the lease. One half (1/2) of this amount has been paid to the Lessor 
and one half(l/2) has been paid to the State of Texas. 
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FILE# 6798 

General Land Offi ce 
Rd&nquoshmcnt Act Lease Form 
Rcvascd, Scpu:mbcr t997 

OlL AND GAS LEASE 

TillS AGREEMENT is made and entered into this )rd_day of August, 2011 between the Stale of Texas, IICting by and lhrough its agent. 
Heritage Trus t Compaay, Trustee of IJae Jo A .. Sbaw Barber Traut flb/o Keaaetb Barber, 2802 W. Couatry C lub Drive, Oklahoma C ity, 
OK 73116, said agent herein referred to as the owner o f the soil (whclher one or more), and Eaereca llcsoun:es C orporatioa, 3300 North " A" 
Street, lkildia& ~.Suite 100, Midlaad. Teus m05, hereinafter called Lc:sscc . 

I. GRANTING C LAUSE. For and in consideraJion of lhe amounts Sllmd below and of the covenants and agreements to be paid, 
~~pt and performed by Lessc:c under this lease. the S181.C of Texas acting by and lhrough tbe owner of lhe soil, hereby grants, leases and lets unto 
Lessee, fo r lhe sole and only purpose of prospc:cting and drilling for and producing oil and gas. laying pipe lines, building Lanlcs, storing oil and 
building po10cr Stations, telephone lines and other SlruCWt'CS thereon, to produce, save, take care of; trea1 and lniOSpOrt said produas of lhe lease. the 
following lands siiUatcd in RKvcs Couaty. Slate o f Texas, to-wit: 

E/2 Section 44, Block S7, Township 2 Soulh, T &P RR Co. Survey; 

Contammg 320.00.00 _ acres, more or less. The bonus consideration paid for this lease is as follows: 

To lhe S181.C ofTcxas: Four 1nousand, Nine Hundred Ninety Eight & 7SII OO 
Dollars ($4.998. 7S) 

To the owner oflhe soil: Four Thousand, Nine Hundred Nincry Eight & 7S/ IOO 
Dollars (S4,998.7S) 

rotal bonus considemtion: Nine Thousand Nine Hundred Ninety Seven & S0/100 
Dollars $(9,997 .SO) 

The total bonus cons idenuion paid represents a bonus of Fifteen llundrcd Dollars & noll 00 
Dollars($ I SOO.OO) per acre, on 6.665 net acres. 

2 . TERM. Subjoct to the other provisions in lhis lease. lhis lease shall be for a term of Five (S) years from this date (herein called 
pnmary tenn") and as long thcrca.tla as oil and gas. or either of them, is produced in paying quantities from said land. As used in this lease, the tcm1 
"produced in paying quantities" means that the receipts from the sale or other authoriu:d commercial usc of the substancc(s) covered exceed out of 
pocket open!lio nal expenses for tbe six months last pasL 

3. SEE PARAG8APH 40 ON ATIACHED EXt!!B!T "A" fOR PELA Y RENTALS. lhe >iell is IIBIBIRIIA-' &81ftelit&&ed 
p111mi..,~ 011 or ll•leN 9118 ( I) ,._ &em litis.._, IAi& l-lilwlllllfflli811&6; 1Mlli168 &8 er lle.leN 6llllh ~"'lflliiiY 111M bwssu sltilll ll8)' 8F IOIAOiilr 18 
lite ewtt« ef Ill• seil e r 18 fti5 ifll4it is lite 8aAii; Ill er iiB 
su~UGSS9Ri (whiih !iilwlll ll88.1ia~M 116 tB. ~Mt~esil8"' Ng8AliiiS6 ef w.-ges is 1M B'n'RIIl'!i&ip ef Sllid IM4); 1M llMBIIftl spot~~iiieil NIB oi; is iliWitie&; 
bm &1lil !iilwlll fMiY er lell"-r18 1M OOHHISSI0 .. 16R Of Till> G~II>P.M. bAJ>ID Ofi"!Ce Of Till> S+All> Of TI;X,'\S, ,t;r AYSml, TbXAE, a 
liki &ItA! 88 er lie leN Sllid ilawl. PaynE'S IIIBWIAis pi~Aig!lilllll &Mil ejMIAIW 116 11 .-&Ill Mil shall liB eriAl J!A>'ill£11 ef IM!ftfig 1M 118--• 
efa ' I •Iller 881 (I) yow &em &aill ilaw. P~l5 1111"-rlltis ~~~ sltilll N is lite lellewisg amellllll5: 

Te lftuw_. 8fiAe seil: 
Qelliw.i (5 

Te llli!Siale efTeiiiiS: 
9ellaP.i (5 

Qellwti(5 
lit-a-hi." Rlllf'dler llftd YJ!88 lib Jlii)'IBIIAI!i 8F lellilws IIM~Mlily, llieiiBR\IliiiAilll-1 of a w•llmey lie fiW.Ji.w ll•l"llrMdler syes~ssi vep;tFiells 8f8BO! ( I) 
)' i!Bf 11111811 dttring lite primary ..,_ IJIII8)'1BIIII5 8F IIR!Iws 8f AIRIIII 18 1M 8WRW 8f lite seiiiRII)' lie llliliM hy ihflllk 8F sight dNA ef bess•. 8F IIA)' 
BS&ti!Ril• eflhis I ~~~~Be; IIAd ~· lte ilillioereil 88 8r NHlR! lhe NRIIII 118)'isg iltl6e. lf t8ei!Mii desiglllllell is lhis ~~~ (8r iiB sa aai6'SBr I!Mk) sfie111d 
eeese 18 elli5l; 6llspeBd ll..sieeGS, liqlli.._, liilil 8F lie suveeedtd It)' llllelhw iNIRli; er ler IIA)' -8 filii 8F ,.r- 18 •anpt NAIMl, bwssen sltilll R81 II• 
held iA defatilt ler fMiiiiAI 18!llllli,e Sll8h Jlii)R-15 er ~e&Mt:i efAtRiallllltillhiAy (39) M)'6 aRer lhe e·HRer 8flhe sail shall ileli¥WI8 bess ·e lll!f81!8F 
r-Rillltle iJ--1 RIWIIieg IIA81h« ltMii 116 ~~~~~~ 18 NINNY• Sll8h Jlll)'- 8F ~e~~d-. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas. Lessee agrees to pay or cause to be paid o nc-half( l/2) of lhe 
royalty provided fo r in this lease to the Commissioner oflhe General Land Office oflhe S181.C of Texas, at Austin, Texas, and onc-half(l/2) of such 
royalty to lhe o wner of the soil: 

(A) OIL Royalty payable on oil, which is defmed as including all hydrocarbons produced in a liquid fonn a1 lhe moulh o f lhe well 
and also as all condensate, distillate, and olher liquid hydrocasboos recovered from oil or gas run through a separator or other cquipmenl, as 
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hereinaftCT provided. shall be _...fCMirft ( l /4til) part of the gross production or the martet value thereof. at the option of the ownCT of the soil or the 
CommissionCT of the General Land Office.. such value to be detCTmined by I) the highesl posted price, plus premium, if any, offered or paid for oil, 
condensate, distillate. or other liquid hydrocarbons, respectively, of a like type and gravity in the gcnCTal area where produced and when run, or 2) 
the highesl maritet price thc:rtof offered or paid in the general area where produced and when run. or 3) the gross proceeds of the sale thereof. 
whichCVCT is the greater. Lessee agTCCS that before any gas produced from the leased premises is sold, used or processed in a plant. it will be run free 
of cost to the royalty owners through an adequate oil and gas separator of conventional type. or other equipment at least as efficient. so that all liquid 
hydroarrbons recoverable fTom the gas by such means will be recovered. The requirement that such gas be run through a separator or other 
equipment may be waived in writing by the royalty owners upon such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including Olll'ed gas), which is defined as all hydrocarbons and gaseous 
substances not defined as oil in subpangraph (A) above, produced from any well on said land (except as provided herein with respect to gas 
processed in a plant for the extraction of gasoline, liquid hydroarrbons or other products) shall be oee-fo•rth ( l /41i1) part of the gross production or 
the market value thc:rto( at the option of the owner of the soil or the Commissioner of the GenCTal Land Office, such value to be based on the highest 
market price paid or offered for gas of comparable quality in the general area where produced and when run. or the gross price paid or offered to the 
producer. whichever is the grc:at.c:r. provided that the maximum pressure base in measuring the gas under this lease shall not 81 any time exceed 14.65 
pounds per square inch ~lute. and the standard base temperature shall be sixty (60) degrees Fahrenheit. com:ction to be made for pressure 
according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the most approved method o f testing being 
used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be oM-fo•rtil ( l /4tfl) part of the residue gas and the liquid hydrocarbons c:xtracted or the martet value thereof. at the optio n o f 
the owner of the soil or the Commissioner of the GenCTal Land Office. All royalties due herein shall be based on one hundred pc:reent (I 00%) of the 
total plant production of residue gas 8ltributable to gas produced from this lease, and on lilly pc:reent (SO%), or that percent accruing to Lessee. 
whichever is the greater. of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid 
hydroc3rbons arc recovered from gas procc:sscd 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 (SO%) or the highesl percent accruing to a third party processing gas through such plant under 
a processing agreement negotiated 111 arm's length (or if there is no such third party. the highesl percent then being specified in processing agreements 
or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) 
the highest market price paid or offered for any gas (or liquid hydrocarbons) of COmJllllllble quality in the gcnCTal area. or 2) the gross price paid o r 
offered for such residue gas (or the wdghted average gross selling price for the respective grades of liquid hydrocarbons). whichever is the greater. 
In no event. however, shaH the royalties payable under this paragraph be less than the royalties which would have been due hod the gas no t been 
processed. 

(D) OTifER PRODUCTS. Royalty on carbon black. sulphur or WIY other products produced or manufactured from gas (excepting 
liquid hydrocarbons) whether said gas be casinghead. "dry. • or any other gas. by fl"'lctionating. buming or any other processing s hall be one-fourth 
(l/4111) part of the gross production of such products. or the marlcet value thereof, at the option of the owner of the soil or the Commissioner of the 
GenCTal Land Office.. such maritet value to be determined as follows: I) on the basis of the highesl martet price of each product for the same month 
in which such product is produced. or 2) on the basis of the average gross sale price of each product for the same month in which such products are 
produced: whichever is the greater. 

S. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by 
production. the royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided; 
otherwise. there shall be due and payable on or before the last day of the month sueeeeding the anniversary date of this lease a sum equal to the total 
annual rental less the amount of royalties paid during the preceding year. If Plll'llgT'ftPh 3 o f this lease does no t specify a delay rental amo unt. then for 
the purposes of this paragraph. the delay rental amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY IN KIND. Norwithstanding any other provis ion in this lease. at any time or from time to time, the owner o f the soil 
or the Commissioner of the Genenl Land Office may, at the option of either, upon 110( less than sixty (60) days no tice to the holder o f the lease. 
require thlll the payment of any royalties accruing to such royalty owner under this lease be made in k ind. The owner o f the soil's o r the 
Commissioner of the General Land Office's right to take its royalty in kind shall not d iminish or nepte the owner o f the soil's o r the Commissioner 
oflhe Generlll Land Office's rights or Lessee's obligatiOM. whether express or implied. under this lease. 

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

8. PLANT FUEL AND RECYCLED GAS. No royalty shaH be payable on any gas as 1M)' represent this lease's proportionate share 
of any fuel used to process gas produced hereunder in any processing plant Notwithstanding any other provision of this lease. and subject to the 
wrinen consent of the owner of the soil and the Commissioner of the GenCTal Land Office, Lessee may recycle gas for gas lift purposes o n the leased 
premises or for injection into any o il or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas 
have been removed; no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the 
royalty ownCTS to a royalty ~er this lease. 

9. ROYALTY PA YMEI'IT'S AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner o f the General 
Land Office at Austin. T CJCJIS.. in the following manner. 

Payment of royalty on production of oil and gas shaH be as provided in the rules set forth in the Texas Register. Rules currently provide that 
royalty o n oil is due and must be received in the General Land Office on or before the Sth day of the second month succeeding the month of 
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production, and royalty on gas is due and mus t be received in the General Land Office on or before the I Sth day of the second month succeeding the 
month of production. accompanied by the affidavit of the owner, manager or other authorized agent, completed in the fonn and ~JU~~UM:r prescribed by 
the General Land Office and showing the gross amount and disposition of all oil and gas produced and lbe nw1cet value of the oil and gas, together 
with a copy of all documents, records or reports confirming the gross production. disposition and ma.rket value including gas mcttc readings. pipeline 
rec:eiplS, gas line receipts and other checks or mciDOI'IIllda of amount produced and put into pipelines, tanks, or pools and gas lines or gas storage, and 
any other reports or records which the General Land Office may require to verifY the gross production. dispositioo and nw1cet value. In all cases the 
authority of a manager or agent to act for the U:ssec: bcn:in must be filed in the Gcncral Land Office. Each royalty payment sball be accompanied by 
a chc:ck stub, schedule, summary or other remittance advice showing by the assigned Gcncral Land Office lcasc number the IIIIIOWlt of royalty being 
paid on each lease. If U:ssec: pays his royalty on or before thirty (30) days afu:r the royalty payment was due, then Lessee owes a penalty of 5% on 
the royalty or $25.00, whichever is grcala. A royalty payment which is over thirty (30) days laiC shall accrue a penalty of toe/o of the royalty due or 
$25.00 whichever is grca~a. In addition to a penalty, royalties shall accrue intaest a1 a rale of 12" per year, such interest will begin accruing when 
the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due sball i.ocw- a penalty in an amount set by 
the General Land Office adminislralive rule which is effective on the dale wbco the affidavits or supporting documents were due. lbe Lessee shall 
bear all responsibility for paying or causing royalties to be paid as prescribed by the due dale provided bcn:in. Payment of lbe delinquency penalty 
shall in no way opcriiiC to prohibit th.e Swc's right of forfeiture as provided by law nor act to po51p0ne the dale on which royalties were originally 
due. The above penalty provisions shall not apply in cases of tide dispute as to the StiiiC's portioo of the royalty or to that portion of lbe royalty in 
dispute as to fair martct valuc. 

10. (A} RESERVES, CONTRACTS AND OTHER RECORDS. U:ssec: shall annually furnish the Commissioner of the General 
Land Office with its best possible cstimllle of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner 
with copies of all contracts under which gas is sold or processed and all subsequent agrccmeots and amcndmc:nts to such conuacts within thirty (30) 
days aJI.cr entering into or making such contraclS, agrcemcnts or amendments. Such contracts and agreements wbcn received by the General Land 
Office shall be he.ld in eonfidcnoc by the Gcncral Land Office unless Olhcrwisc: authori.z.ed by Lc:sscc:. All otber COilll1ICtS and records peruining to 
the production. lraoSpOrtalioo, sale and rnart.c:ting of the oil and gas produced on said pmniscs, including the books and IICCOWllS, receipts and 
discharges of all wells, tanks, pools, meta'S, and pipelines shall a1 all times be subject to inspection and c:xamination by the Commissioner of the 
General Land Office, the Auomcy General, the Governor, or the rcprcsc:ntative of any of them. 

(B) PERMITS, DRiLLING RECORDS. Wriucn notice of all operalions on Ibis lease shall be submiucd to lbe Commissioner of 
the General Land Office by U:ssec: or operator five (5) days before spud date, worlwver, ro-cnll)', temporary abaodoomeot or plug and abandonment 
of any well o r wells. Such written notice to the General Land Office shall include copies of Railroad Commission fonns for application to drill. 
Copies of well tCSlS, completion reports and plugging reports shall be supplied to the General Land Office at the time they arc filed with the Texas 
Railroad CommissiorL All applications, permits, reports or othec filings that reference this lease or any spccifu: weU on the leased praniscs and that 
are submitted to the Texas Railroad Commission or any other govcmmcntal agency shall include the word "State" in the tide. Additionally, in 
accordance with Railroad Commission rules, any signage on the leased premises for the pwpose of identilYing wells, tank banaies or other 
associaled improvements to the land must also include the word "StiiiC. • U:ssec: shall supply the Gcocral Land Office with any records, memoranda, 
accounts, reports, cunings and cores, or other information relative to the operalioo of the above described premises. which may be requested by the 
General Land Office, in addition to those ben: in cxprcssly provided for. U:ssec: sball have an electrical and/or radioactivity survey made on the bore­
hole section, from the base of the surfilct: 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 Gcneral Land Office within fi.ftecn ( 15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever repons, documents or other materials arc not filed in the General Land 
Office when due. The penalty for late filing shall be set by lbe General Land Office administrative rule which is effective on the dale when the 
materials were due in the General Land Office. 

II. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. 11; during the primary term hereof and prior to 
d iscovery and production of oil or gas on said land, Lessee should drill a dry bole or holes thereon. or if during the primary term hereof and after lbe 
d iscovery and actual production of oil or gas from the leased premises such production thereof should cease from any cause, this lease shall not 
termiDIIIC if on or before the expiration of sixty (60) days from dale of completion of said dry bole or cessation of production Lessee commences 
additional drilling or reworir.ing operalions thereon. or pays or tenders the next annual delay rental in the same manner as provided in this lease. 11; 
during the last year of the primary term or within sixty (60) days prior thereto, a dry hole be completed and abaodooed, or the production of oil or gas 
should cease for any cause, Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and 
if Lessee has not resumed productioo in paying quantities a1 the expiration of lbe primary term, Lessee may maiolllin this lease by conducting 
additional drilling or rewort:ing operations pursuant to Paragraph 13, using the expiration of the primary term as the dale of cessation of production 
under Paragraph 13. Should th.e first wel.l or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within 
the primary term hereof; U:ssec: may resume payment of the annual rental in the same manner as provided herein on or before the rental paying dale 
following the expiration of sixty (60} days from the dale of completion of such shut-in oil or gas well and upon the failure to make such payment, this 
lease shall ipso facto tcnniniiiC. If a1 the expiration of the primary term or any time lbaeafter a shut-in oil or gas well is localed on the leased 
premises, payments may be made in accordance with the shut-in provisions hereo[ 

12. DRILLING AND REWORKlNG AT EXPIRATION OF PRIMARY TERM. It; a1 the expirati.on of the primary tcm1, neither 
oil nor gas is being produced on said land, but U:ssec: is then engaged in drilling or reworking operations thereon, this lease shall remain in force so 
long as openUions on said well or for drilling or reworking of any additional well arc prosecuted in good Iiiith and in wortmaolike manner without 
interruptions totaling more than sixty (60) days during any one such operation, and iflbcy result in the production of oil and/or gas, so long thereafter 
as oil and/or gas is produced in paying quantities from said land, or paylliCllt of shut-in oil or gas well royalties or compensatory royalties is made as 
provided in this lease. 

13. CESSA TJON, DRILLING, AND REWORKING. It; after lbe expiration of the primary term, production of oil or gas from the 
leased premises, after once obtained, should cease from any cause, Ibis lease shall not terminaLc if U:ssec: COIIIDlCDCCS additional driUiog or reworking 
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openuions within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such openrtions continue in 
good faith IIJld in worlcmiiJllilte mannc:r without intcrrupcions totaling more than sixty (60) dii)'S. If such d.rilling or rcworlting operations result in the 
production of oil or gas. the lease shall remain in full force and effect for so long 8S oil or gas is produced from the leased premises in paying 
quantities or payment of shut-rn oil or gas well royalties or peyment of compensatory royalties is made as provided herein or as provided by law. If 
the drilling or rcwortcing opcndions rcsuh in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional 
drilling or rcworlcing opcndions wi1bin sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as 
Lessee continues drilling or rcwor1cing openrtiom in good faith and in a worlcmanlilce manner without interruptions totaling more than sixty (60) 
days. Lessee shall give written notice to the Gcnc:raJ land Office within thirty (30) days ofiiJly cessation of production . 

14. SHtrf-IN ROYAL TIES. For J"11P0'C5 of this pet'8g11lph, "well" means IIJlY well that has been assigned a well number by the 
state agency having jurisdiction over the production of oil and gas. I( at any time after the expiration of the primary tc:nn of a lease thst. until being 
shut in, W8S being maintained in force and effect. a well capable of producing oil or gas in peying quantities is located on the leased premises. but oil 
or gas is no! being produced for lack of suitable production faci lities or lack of a suitable marlcct. then Lessee may pey as a shut-in oil or gas royalty 
an amount equal to double the .,nual rental provided in the lease, but no! less than $1.200 a year for each well capable of producing oil or gas in 
paying quantities. If Paragraph 3 of this lease docs not specify a delay rental amount, then for the purposes of this paragraph, the delay rcnta.l amount 
shall be one dollar (S 1.00) pc:r acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (I) the expiration of the primary 
t.crm, (2) 60 days after the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking 
operation in acc:ordanoc with the lease provisions: whichever date is latest. Such payment shall be made one-half (V2) to the Commissioner of the 
Genc:ral land Office and one-half (112) to the owner of tbe soil. If the shut-in oil or gas royalty is paid, the lease shall be cons idered to be a 
producing lease and the payment shall extend the tc:nn of the lease for a period of one year from the end of the primary term, or from the first day of 
the month following the month in which production ceased, and, after that. if no suitable production facilities or suitable marlcet for the oil or gas 
exists. Lessee may extend the lease for four mon: succ:cssive periods of one ( I) year by paying the same amount each year on or before the expiration 
of each shut-in year. 

I.S. COMPENSATORY ROYAL TIES. I( during the period the lease is lcept in effect by peyment of the shut-in oil or gas royalty, 
oil or gas is sold and delivered in peying quiiJltities from a well located within one thousand ( 1.000) feet of the leased premises and completed in the 
same producing reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas 
royalty shall cease. but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain 
the lease for four mon: SUCCCS5ivc ye:an by Lessee peying compc:nsatory royalty at the royalty rate provided in the lease of the marltet value o f 
production from the well causmg the drainage or which is completed in the same producing reservoir and within one thousand ( 1,000) feet of the 
leased pn:miscs. The compensatory royalty is to be paid monthly, on~alf ( 112) to the Commissioner of the General Land Office and on~half ( 112) 
to the owner of the soil, beginning on or before the last day of the month following the month in which the oil or gas is produced from the well 
causing the drainage or that is completed in the same producing reservoir and located within one thousand (1,000) feet of the leased pn:mises.. If the 
compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to 
the dilTc:rencc within thirty (30) days from the end of the 12-rnonth period. Compensatory royalty payments which are not timely paid will accrue 
penalty and interest in accordanoc with Paragraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable 
development nor the obligation to drill offset wells as provided in Texas Natural Resources Code 52.173; however. at the determination of the 
Commissioner. and with the Commissioner's wriHen approval, the payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of 
producing oil or gas has been completed on the leased pn:miscs, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such 
additional well or wells as may be reasonably necessary for the proper development of the leased premises and in marlceting the production thereo n. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it 
shall then terminate as to all of the leased premises, EXCEPT (I) 40 acres surrounding each oil well capable of producing in paying quantities and 
320 acres surrounding each g113 well capable of producing in psying quantities (including a shut-in oil or gas well as provided in Parag111ph 14 
hereof), or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a 
producing pooled unit pursuant to Texas Natural Resources Code .S2. l.S I-.S2.1S3, or (3) such greater or lesser number of acres as may then be 
allocated for production purposes to a proration unit for each such producing well under the rules and rcgulatiom of the Railroad Commission of 
Texas, or 11J1Y SIICCC$!Of' agency. or other govc:rnmental authority having jurisdiction. If at any time after the effective date of the partial tc:rmination 
provisions hereo( the ~~pplic:able field rules an: chiiJlgcd or the well or wells located thereon are reclassified so that less acreage is thCTeBfter allocated 
to said well or wells for production purposc:s. this lease shall thereupon tc:nninate as to all acreage not thacal\er allocated to said well or wells fo r 
production purposes. Notwithstandmg the tc:nnination of this lease as to a portion of the lands covered hereby, Lessee shall nevc:rthcless continue to 
have the right of ingress to s.nd egress from the lands still subjcd to this lease for all purposes described in Parag111ph I hereof, together with 
casements and right-of-ways for existing roads. existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 
1 hereof ("the retained lands"). for access to and from the retained lands and for the gathering or transportation of oil. gas and other minerals 
produced from the retained lands. 

(B) HORIZOI'IT AL In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended 
term it shall further tc:nninate as to all depths below I 00 feet below the total depth drilled (hereinafter "deeper depths") in each well located on 
11Crc8ge retained in Paragraph 16(A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one­
half(V2) of the bonus originally peid as consideration for this lease (as specified on page I hereof). If such amount is paid. this lease shall be in force 
and effect as to such deepc:r depths. and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas 
is produced in peying quantities from such deepc:r depths covered by this lease. 

(q fOENllFlCATION AND FTLING. The surface acreage retained hereunder as to each well shall. 8S nearly as pmctical. be in the 
form of a square with the well located in the center thereof. or such other shape as may be approved by the Commissioner of the General Land 
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Oflice Withm thiny (30) days after panial terminauon of this lease as p.rovided herein, Lessee shall execute and record a release or releases 
conlainmg a salisfactory legal description of the acreage and/or depths 1101 retained hereunder. The recorded release, or a ccstified copy of same, 
shall be filed in the General Land Office; accompanied by the filing fcc: prescribed by the General Land Office rules in effect on lhe date the release 
is filed . If Lessee fails or refuses lO execute and record such release or releases within oindy (90) days after being requested to do so by lhe General 
Land Office, then the Commissioner Ill his sole discretion may designal.e by wriueo instrument !be acreage and/or depths lO be released hereunder 
and rc:cord such instrument Ill Lessee's expense: in the county or counties where lhc lease is loca!Cd and in lhe official records of lhe General Land 
Office and such designation shall be binding upon Lessee for all purposes . 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or lO be paid, under this lease shall relieve Lessee of his 
obligation lO protect the oil and gas under the above-<lescribed land from being drained. Lcsscc, sublc:sscc:, receiver or other agent in control of the 
leased premises shall drill as many wells as the facts may justify and sbalJ usc approprillle means and dri ll to a depth nc:ccssary to prevent undue 
drainage of oil and gas from the leased premises. In addition. if oil and/or gas should be produced in commc:rcial quantities within 1,000 feet of the 
leased premises, or in any case where the leased premises is being drained by production of oil or gas, lhe Lcsscc, sublc:sscc:, receiver or other agent 
in control of the leased premises shall in good faith begin the drilling of a well or wells upon lhc leased premises within 100 days after lhe draining 
well or wells or lhe well or wells completed within 1,000 feet of the leased premises start producing in commc:rcial quantities and shall prosecute 
such drilling with diligcnoc. Failure lO satisfy lhe Slallllor)' offsd obliglllion may subject this l.ease and the owocr of lhe soil's agency rigbts to 
forfeiture. Only upon the dctc:nninatioo of the Commissioner of the General Land Office and with his wriueo approval may the payment of 
compensa1ory royalry under applicable SlallJIOf)' parametcrs Slllisfy the obliglllion lO drill an offsd well or wells required under this panlgJliPh. 

18. FORCE MAJEURE. u; after a good faith effort, Lessee is prevented from complying with any express or implied covenant of 
this lease, from conducting drilling operatioos on the leased pranisc:s, or from producing oil or gas from lhc lca.scd premises by reason of war, 
rebellion. riots, strikes, IICIS of God, or any valid order, rule or rcgu.lation of govcmmcnt Bllthoriry, then while so prevented, Lesscc:'s obliglllioo lO 

comply with such covenant shall be suspended and Lessee shall 1101 be liable for damages for failure lO comply with such covenants; additionally, 
this lease shall be extended while Lessee is prevented, by any such cause, from conducting drilling and rewo.t.iog opcratioos or from producing oil or 
gas from the leased premises. However, nothing in this paragraph sbalJ suspend lhe payment of delay reruals in order lO maintain this lease in effect 
during the primary lertD in the absence of such drilling or rewo.t.iog operations or production of oil or ps.. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees lO defend title lO the leased premises. If the owner of the 
soil defaults in payments owed on lhe leased premises, then Lessee may rcdcc:ro the rights of the owner of lhe soil in lhe lca.scd premises by paying 
any mongage, taxes or other liens oo the leased premises. If Lessee makes payments on behalf of lhe owner of lhe soil uodc:r this panlgJliPb, 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 lhe entire undivided surface c.statc in 
the above: described land, whether or not U:sscc:'s ioteresl is specified herein. then the royalties and rental herein provided to be paid lO the owner of 
the soil shall be paid to him in the proportion which his ioteresl ~ lO the entire undivided surface c:st8le and lhe royalties and rental herein 
provided lO be paid lO lhe Commissioner of the General Land Office of the Stale of Texas shall be likewise proportionaacly reduced. However, 
before Lessee adjusts the royalty or rental due lO the Commissioner of lhc Gc:nctal Land Office; Lessee: or his IWihorizal rcpreseowive must submit 
lO the Commissioner of the Gc:nctal Land Office a wriueo swerocnt which explains the di.screpancy bc:twcc:n lhc interesl purpor1cdly leased under 
this lease and the actual interest owned by lhe owner of lhe soil. The Commissioner oflhe GcncraJ l...&od Officx sball be paid lhe value oflhe whole 
production allocable lO any undivided interest 1101 covered by a lease, less lhe proportionaac dcvclopmeol and production cost allocable lO such 
undivided interesl. However, in no event shall !be Commissioner oflhe GcncraJ l...&od Office receive as a royalty on the gross production allocable lO 
the undivided in teres~ 001 leased an amount less than the value of ono-sixt.ccoth ( 1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within 
the boundaries of a pooled unit thlll has been approved by the School Land Board and lhe owner of lhe soil in accordance with Narura.l Resources 
Code Sectioos 52.151-52.154, or if Ill any time after the c:xpirlllion oflhe primary lertD or lhc extended term, this lease covers a lesser number of 
acres than the total amount described herein, payments thlll arc made on a per acre basis bc:rcundc:r sbaiJ be rcdua:d according to the number of acres 
pooled, released, surreodercd, or olhctwisc severed, so thlll payments delertDincd on a per acre basis under lhe lerTIIS of this lease during the primary 
term shall be calculllled based upon the number of acres outside the boundaries of a pooled unit, or, if after lhe expiration of lhe primary term, the 
number of acres a.ctually retained and covered by this lease. 

2 1. USE OF WATER. Lessee shall have the right to usc wlller produced on said land nc:ccssary for operllliorts under this lease 
except w111er from wells or tanks of the owner of the soil; provided, however, Lessee: shall not usc potable W8Ler or- water suilllble for livest.ock or 
irrigauon purposes for waterllood operlllioos without the prior consent of the owner of lhc soil. 

22. AUll!ORlZED DAMAGES. Lessee shall pay the owner of lhe soil for damages caused by its operlllioos lO all personal 
propcny, improvements, livestock and crops on said land. 

23. PlPELINE DEPTII. When requested by the owner of the soil, Lessee: shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT . No well shall be drilled nearer than two hundred (200) feet lO any house or bam now on said 
prc:m1scs without the wriueo consent of the owner of the soil. 

25. POLLUTION. In developing this area, Lessee: shall usc the highest degree of care and all proper safeguards to prevent 
pollution. Without limiting the foregoing. pollution of coaslal wetlands, natural WlllerW8ys, rivers and impounded wlller shall be prevented by the 
usc of conlainmeot facilities sufficient lO prevent 5pillagc, seepage or ground Wlller coot.aminal.ion. In lhe event of pollulioo, Lessee shall usc all 
means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible: for all damage to public and privaLe properties. 
U:sscc: shall build and maintain fences around its slush, sump, and drainage pits and tank balkries so as lO proled livest.ock against loss, ~ or 
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injury: imd upon completion Of abandon.mcnt of any well or wells, Lessee shall fill and level all slush pits and cellars and completely ciCIIIl up the 
drilling site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises, keep said premises frt:e of all rubbish. Clll1s, 

bonlcs, paper cup5 or garbage. and upon completion of opcnlions shall restore the surface of the land to as ncar its original condition and contours as 
is pn!dicablc:. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this ~h. Lessee shall have the right to remove machinery and 
fixtures placed by Lcssce on the lca5Cd prcmi~ including the right to draw and remove casing. within one hundred twenty (120) days after the 
ellpiration or the termination of thi~ lease unlcs:~ the owner of the soil g11111ts Lessee an extension of this 12<klay period. However. Lcsscc: may not 
remove casing from any well capable of producing oil and gas in peying quantities. Additionally. Lessee may not draw and remove casing until after 
thirty (30) days wrinen notice to the Commissioner of the General Land Office 11nd to the owner of the soil. The owner of the soil shall become the 
owner of any machinery. fi xtures. Of casing which an: not timely removed by Lessee under the terms of this paragraph . 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease:. the rights and estates of 
either party to this lease may be assigned, in whole Of in part. and the provisions of this lease s hall extend to and be binding upon their heirs, 
devisees. lcglll ICjiiC:SC:iitatiVCS. successors and assigns.. However, a change or division in ownership of the land, rentals, or royalties will not enlarge 
the obligm.ions of Lcsscc. diminish the rights, privileges and estates of Lessee. impair the effectiveness of any payment made by Lessee or impair the 
effectiveness of any act performed by Lessee. And no change Of djvision in ownership of the land, rentals. or royalties shall bind Lessee for any 
purpose: unti l thil1y (30) days afta the owner of the soil (or his heirs, devisc:cs. legal representatives or assigns) furnishes the Lessee with satisfactory 
wrinen c:vidc:nce of the change in ownership. including the original rc:wrded muniments of title (or a certified copy of such original) when the 
ownership changed because: of a convc:yancc. A total Of partial assignment of this lease shall to the extent of the interest assigned. relieve and 
discharge Lcssce of all subsequent obligm.ions unda this lease. If this lease is assigned in its entirety as to only part of the acreage. the right and 
option to pay rentals shall be apportioned as between the several ownas ratably, according to the area of each. and failure: by one or more: of them to 
pay his shan: of the rental shall not affect this lease on the part of the land upon which pro ra.ta rentals an: timely paid or tendered; however. if the 
assignOt" or assignee docs not file a certified copy of such assignment in the General Land Office befo re: the next rental paying date. the entire: lease: 
shall termiiUIIe for failure to pay the entire: rental due unda Paragraph 3. Every .assignee shall succeed to all rights and be subject to all obligations, 
liabilities, and penalties owed to the Stare by the original lessee or any prior assignee of the lease. including any liabilities to the State for unpaid 
royalties. 

(B) ASSIGNMENT LfMIT A TION. Notwithstanding any provision in Paragraph 27(a), if the owner of the soil acquires 
this lease in whole or in part by assignment without the prior wrinen approval of the Commissioner of the Gc:neral Land O ffice. this lease: is void as 
of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were: 
made to the owner of the soil if the assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corpomion Of subsidiary in which the owner of the soil is a princ ipal stockholder or is an employee of such a corporation 
or subsidiary: 
(3) a partnaship in which the owner of the soil is a partner or is an employee of such a partnaship: 
( 4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(S) a partner Of employee in a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian. trustee. executor, administrator. receiver. or 
conservator for the owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage. blood. or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lcsscc: may at any time execute and deliver to 
the owna of the soil and place of record a release Of releases covmng any portion or portions of the leased premises, and thacby surrender this lease: 
as to such portion or portions, and be relieved of all subsequent obligations as to acreage surrc:ndCTcd. If any part of this lease is properly 
surrendered, the delay rc:ntaJ due under this lease shall be reduced by the proportion that the surrc:ndacd acreage bears to the acreage which was 
covacd by this lease immediately prior to such surrender: however, such release will not relieve Lcsscc: of any liabilities which may have accrued 
under this lease prior to the surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If all Of any part of this lease is assigned or released.. such assignment or 
release must be rc:corded 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. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this 
instrument. including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any 
collateral agreements concerning the development of oil and gas from the leased premises which an: not contained in this lease: render this lease 
invalid. 

31 . FTOUClARY DliTY. The owner of the soil owes the Stare a fiduciary duty and must fully disclose any facts affecting the State's 
interest in the leased premises. When the interests of the owner of the soil conflict with those of the State. the owner of the soil is obligated to put the 
State's interests before: his personal interests. 

32. FORFEJnJRE. If Lessee shall fail or refuse to make the payment of any sum within thirty days afta it becomes due, or if 
Lessee Of an authorillcd agent should knowingly make any false return o r false report concaning 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. Of if Lessee should fail to file reports in the manna required by law or fai l to comply with rules and regulations promulgated by the 
General Land Office. the School Land Board. Of the Ra.ilroad Commission. or if Lessee should refuse the proper authority access to the records 
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peruumng to operations, or if Lessee: or an authoriz.c:d agent should knowingly fail or refuse to give comx:t information to the proper authoriry, or 
knowingly fail or refuse to furnish the General Land Office a comx:t log of any well. or if Lessee shall knowingly violal.e any of the lll81aial 
provisions of this lease, or if this lease is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired 
under this lease shall be subject to forfeiture by the Commissioner, and be shall forfeit same when sufficiently informed of the facts which autboriz.e 
a forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment Act. However, nothing herein shall be 
consuued as waiving the automatic termination of this lease by operation of law or by reason of any spcciallimiw.ion arising hereunder. Forfeitures 
may be set aside and this lease and all rights thereunder reinstaled before the rights of another intc:r\lene upoo satisfactory evidence to the 
Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that may 
be adopted relative hereto . 

33. LIEN. In accordance with Texas Na1ural Resources Code 52.136, the Stale shall have a first lien upon all oil and gas produced 
from the area covered by this lease to secure payment of all unpaid royally and other sums of money that may become due under this lease. By 
acceptance of this lease:, Lessee grants the StaU:, in addition to the lien provided by Texas Natural Resources Code 52. 136 and any other applicable 
5UUUtory lien. an express conllliCtuallien on and secwiry inll:rc:St in all leased minerals in and exllliCted from the leased premises, all proceeds which 
may accrue to Lessec from the sale of such leased minerals, whether such prooccds are held by Lessee or by a third party, and all fixtures on and 
improvements to the leased premises used in connection with the production or processing of such leased minerals in order 10 secure the payment of 
all royalties or other amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason 
of Lessee's breach of any covenant or condition of this lease, wbelher express or i.mplied. This lim and sccuriry in laCS& may be foreclosed with or 
without coun p.roccedings in the manner provided in the Title I, Chapter 9 of the Texas Business and Cornmcree Code. Lessec agrees that the 
Commissioner may require Lessee 10 execute and record such insuuments as may be reasonably necessary to aclcnowledgc, auach or perfect this lien. 
Lessec hereby represents thai there are oo prior or superior liens arising from and relating to Lessec's activities upoo the abovo-<lescribod property or 
from Lc:ssce's acquisition of this lease. Should the Commissioner at any time dd.c:nnine thai this n:prcsenw.ion is not IJUC, then the Commissioner 
may declare this lease forfeited as provided herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royally inll:rc:St of the owner of the soil under this lease with 
any other leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be 
approved by the School Land Board and the Commissioner of the Gc:neraJ Land Office for the pooling or unitizing of the interest of the Swe under 
this lease pursuant to Texas Natural Rcsowt:c:s Code 52. 151-52.153. Tbe owner of the soil agrees thai the inelusioo of this provision in this lease 
SaJisfies the exccution requirements stated in Texas Natural Rcsourees Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the Swe of Texas and the owner of the soil, their officers, employees, 
partners, agents, contraCtors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes 
of action of every nature, or other b.ann, including environmental b.ann, for which recovery of damages is sought, including. but not limited to, all 
losses and expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of; incidental to, or resulting from, 
the operations of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or 
provisions of this Agreement, or by any other negligent or strictly liable act or omission of Lessec. Funher, Lessec hereby agrees to be liable for, 
exonerate, indcmnit)', defend and bold lwmless the Swe of Texas and the owner of the soil. their officers, employees and agents, their successors or 
assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and c:xpenscs. or other lwm for whicb 
recovery of damages is sought, under any theory including tort, eontract., or strict liabiliry, including anomcys• fees and other legal expenses, 
including those related to mviroomaual bazat-ds, on the leased premises or in any way related to Lessec's failure to comply with any and all 
environmental laws; those arising from or in any way related to lessee's operations or any other of Lessec's activities on the leased premises; those 
aris ing from Lessee's use of the surface of the leased premises; and those thai may arise out of or be occasioned by Lessee's brcacb of any of the 
terms or provisions of this Agreement or any other act or omission of Lessee, its directors, officers, employees, par1Dcrs, agents, coollliCtors, 
subcontraetors, guests, invitees, and their respective successors and assigns. Eacb assignee of this Agreement. or an inlaCSI thcn:in, agrees to be 
liable for, exonerate, indcmniJ)t, defend and hold harmless the SWe of Texas and the owner of the soil. their officers, employees, and agents in the 
same manner p.rovided above in connection with the activities of Lessee, its officers, employees, and agents as de:saibod above. E.XCEYf AS 
OTHERWiSE EXPRESSLY LlMITED tU:REIN, ALL Of THE INDEMNITY OBLIGATIONS AND\OR LJABIUTIES ASSUMED 
UNDER THE TERMS OF 11US AGJU:EM£NT SHALL BE WITHOUT UMITS AND WITHOUT REGARD TO THE CAUSE OR 
CAUSES THEREOf (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF ANY PA.RTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE lNDENlNlFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOU:, 
JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lc:ssce shall use the highest degree of care and all reasonable safeguards to prevent 
contamination or pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strala, 

ambient air or any other environmental medium in, on. or wtder the leased premises, by any waste, pollutant, or contaminaoL Lessee shall not bring 
or permit to remain oo the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulau:d as hazardous 
wastes, luwirdous materiaJ.s., hazardous subslanees (as the term "Hazardous Subswlce" is defined in the Comprehensive Environmental Response, 
Compensation and Liabiliry Act (CERCLA). 42 U.S. C. Sections 960 I, et seq.). or toxic subslaoees under any fcdc:nl!, Stale, or local law or regulation 
("Haurdous Materials•). except ordinary products eonunonly used in connection with oil and gas exploruioo and development operal.iorts and stored 
in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL 
BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD IIARMLESS AND DEFEND THE STATE OF 
TEXAS AND THE OWNER OF THE SOlL fROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTiES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE AITORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING 
OUT OF (I) A VIOLATION OF THE FOREGOING PROHIBITION OR (II) 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 SOlL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE Of ANY HAZARDOUS MATEIUALS IN, ON, 
UNDER. OR ABOlJT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PRE.MISES IN 
CONFORMANCE WITH THE REQUIREMENTS Of APPLICABLE LAW. THIS INDEMNifiCATION AND ASSUMPTION SHALL 
APPLY, BlJT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY 
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OTHElt ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE 
OWNER OF THE SOIL WRfiTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
LEARNING OF TRE PRESENCE OF ANY HAZARDOUS MA TERlALS, OR UPON REC EIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERJALS WHICH MAY AFFECT THE LEASED PREMISES. 
THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURVJVE THE EXPIRATION OR EARLIER TERMINATION. FOR ANV 
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 stlltutes and amendments thereto, and if any provision in this lease docs not 
conform to these statutes. the stlltutcs will prevail over any nonconforming lease provisions . 

38. EXECU110N. This oil and g113 lease must be signed and acknowledged by the Lessee before it is filed of record in the county 
records and in the General Land Office of the State of Texas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, 
the effective date of this lease shall be the date found on Page I. 

39. LEASE FTLJNG. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the 
office of the County Clerk in any county in which all or any part of the leased premises is located. and certified copies thereof must be fil ed in the 
General Land Office. This lease is not effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) 
is filed in the General Land Office in accordance with Texas Natunll ResoUTCCS Code 52.183. Additionally, this lease shall not be binding upon the 
State unless it recites the actual and true considcnrtion paid or promised for execution of this lease. The bonus due the State and the prescribed fili ng 
fee shall accompany such certified copy to the General Land Office. 

LESSEE: 

ENERGEN~RESOURCESCO ,; 

BY:_ 
--~~~J~~on.~N~~dMm~~~===-------

TITLE: EMtge" ReiO'"C" Caqxnftlfl 
0!~! va President· PetrMn s.ln ~etiotiS 

DATE: :zl_b.[Z.<?)j 

STATE OF TEXAS 

Heritage Trust Company, Trustee 
Jo Ann Shaw Barber Trust f/b/o 
Kenneth Ba 

TITLE: 

DATE:1ff{ 
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STATE OF 

COUNTY OF 

/1 This instrument was acknowledged before me on this //fl-.. day of fl. '<-7. w.sf. , 2011, by 
CA.iJi Otrr.,l.vr] , as y;c f- A. .. ,.~atfand on behalf of Heritage Trust Compaay, Trustee of tbe Jo Ann Shaw 

Ba ber Trust fib/ Kenneth Ba.rber. ~ 

~~~~ NOt&J;PUblic I • 

Notary's Seal: 

STATE OF TEXAS 

Notary's Seal: 

- 9-
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Attached to and made apart hereof that certain Oil and Gas lease dated August 3, 2011 by and 
between Herttqe Trust Company, Trustee of the JoAnn Shaw Barber Trust f/b/o Kenneth 
Barber and Chalfant Properties, Inc. 

EXHIBIT"A" 

DELAY RENTAl ADDENDUM 

Addendum to Paragraph Three - DELAY RENTALS 

40. Rentals in the amount of $13.33 for years two and three of this lease have been 
prepaid, and are included in the bonus amount of $1500.00 per acre in Paragraph 1 of the lease. 
One half (1/2) of this amount has been paid to the lessor and one half(l/2) has been paid to the 
State of Texas. Rental for the fourth year in the amount of $7,998.00 has not been paid and if 
the fourth year rental is not paid then this lease will expire if no well has been commenced per 
the provisions of Paragraph 3. DELAY RENTALS. One half (1/2) of the fourth year rental will be 
paid to the lessor and one half (1/2) will be paid to the State of Texas. Rental for the fifth year 
is included in the fourth year rental and if the fourth year rental is paid then no additional 
rentals are due under this lease. 

--- ·-

FILE1 6798 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

• •• J • . • • 
• . ..... , 
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• 
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The above and foregotng is a full, true and correct photographtc copy of the 
orig tnal record now in my lawful custody and possession, as thegm ts 
filed/recorded tn the pub!~ records of mF officetttd in VOL. , 
PAGE 688 THRU b97 ~C~~ PUB~ 

,.~"''"r'";, •• ,. I hereby certJfied on__ 0 2/14/1 L 
.-~"> .. "tii~ ... 

(.::: t -4~ .~, DIANNE 0. FLOREZ, COUNTY CLERK 

\'P~~tl RE~COUNTY, TE~ / , / 

~ BYW~ DEPUTY 
MARY I LA 



lt :n..:ral l .and Ollie..: 
Rclultllll\hnl..:nt 1\ct I ..:a.'.: Fnrm 
R..: ' ''..:d. '>o.:ptcmb.:r 1997 

OIL AND GA LEA E 

ri ll S /\CIREEME Tis made and cntcr.:d into this 26th_day of 1\pril. 20 11 hct"ccn the State of 1\:-.:as. m:ting h) and through its agent. 
l argaret S. Shockley. Trustee of the Margaret . Shockley T rust of P.O. Box 880. Rockport, TX 78381 -0880. ~aid agent her..:in referred to a~ 

the O\\ner or the ~oil (whether one or more). and Energen Resources Corpora tion, 3300 North "A" treet. Building 4, uite 100. ~1idland . 
Texas 79705, hcrcinallcr called Lessee. 

I. (iR/\ fl G CLA USE. For and in considcmtion of the amounts ~tatcd hclow and or the covcn:mts and agreements to he paid. 
k..:pt and pcrlimncd by I csscc under this lc~c. the State or l'c\as acting b) and through the O\\ncr of the ~oi l. hcrch~ grants. lca!>c~ and lets unto 
I c~~cc. for the.: ~ole and only purpose or pm~pccting and drilling lor and producing oil and g~. Ia) ing pipe lines. bUilding tanks. ,wring oi l and 
building p<mcr Stations. telephone lines and other Structure~ thereon. to pmduce. ~nc. take c.:arc ot: treat and tmn~pon ~id products of the lc:L~c. the 
lilllo\\ing lands ~ituatcd in Reeves County. State of l'cxas. to-wit : 

E/2 Section 44. Block 57. J'own~hip 2 South. r &P RR Co. Survey: 

Containing 320.00.00 acres. more or less. !'he bonus considcmtion paid lor this lca~c is a.'i li>lhl\\s: 

l'o the State of I ex as: Four I housand. inc llundrcd inet) Eight & 75/ 100 
Dollars ($4.998.75) 

l'o the O\\ncr of the soil: Four J'housand. inc l lundrcd in.:ty Eight & 751100 
Dollars ($4.998.75) 

l'otal hun us consideration: inc l'housand inc llundrcd ino.:t) . .:vcn & 501100 
Dollars (9.997.50) 

rho.: total bonus consideration paid repre o.:nts a bonus of Fillo.:en llundro.:d Dollars & noll 00 
Dollars ($ 1500.00) per acre. on 6.665 net acro.:s. 

2. I ERM . . ubjc.:c.:t to tho.: other provisions in this h.:asc. this lease ~hall be lo r a h:rm or Five (5}) car~ from this date (hcro.:tn callc.:d 
prima~ term") and as long thercafler as oil and gas. or either of them. is produced in paying quw11 ities from said land. As used in this lease. tho.: term 
"produced in paying quantities" means that the receipts from the -;ale or other authori;ed commercial use of the ~ubstance(s) covered .:\ceed out of 
pocket operationalo.:,penses lo r the six months last past. 

3. EE PARAGRAPH ..JO ON ATTACHED EXH IBIT "A" FOR DELAY RE TALS. lfne ~\ell is eaAHfH!neetl en tile leasetl 
~re1Hises en er be !ere eno:~ ( I) year fren1 til is Elate. til is lease !>Rail tern1inate. lin less on or belilfoi! !Jl!ell anni· ersaf!Miate Lessee ·;llall ~"!' er tentler to 
IRe tl '\ ner ef IRe !>a il fiF It! llis creail in IRe llanl.. 91 . UF it!. 
•;ueee:.:.ers (\\ Riell !>Rail eentintte as tile tle~a•,iteF) regartlless el' ~:llltllges in tile tl'>' neP.>Ili~ ol ·.ail:! lanE!). IRe III'Rel:lnl ··~o!eilieEI tlehw : 111 t!l:ll:litien. 
Le;,;,ee · hull ~a~ er lo!11l:ler te the Cm4MI S!oi iOl>JhR OF n IE GbNhRAL J..\'>10 OFFICE 01· I liB 8 f .'\ I h 0 1· I eX AS. A I ,\l S ll>l. I bX,\\. tl 

lil.e :;wn on er he fare :O:tia tlate. Pa~ men Is unl:lo!r thi!> f,!Bragraf,!R sllt1ll fl ~o!rRio! as 11 n.m1al anEI .• hall EO\ er tile f!Fi' ilo!ge of l:lel~rring IRe ~:ern-~ll!flt 
nl'a "o!ll ft!F one II) ~o!IIF rrem •;aitlalllt!. Pajnlt!IH!o l:llltler IRis fliiFilj:!FIIflh •.hull he in IRt! lilllll" ing !H~ 

l>nllaP. 11i 

••• • • • .. 
lfl-ft..+tlct! lllltAilt!F tmtl UfltlA lil.t!'-flll~ Alt!Ab nr lt!f~HIIltll! . IRt! CllfllAh!AI:t!llh~llllll !l \1 dlmu~ At! runllt!F l~t!d fur UI:Tl't!' 'of\t! flt!Filltl' •• r tlllt! (II . • 
: t!UF o!llt:h tluring I At! flFim!lr: It! FIR ,\11 flU~ f'Ao!AI'• tlF h!IUit!F, uf r..-nlul II> lht! II" At!F tlf the •,uil llll-1: ht! Ali! tie h: t:ht!clc UF l!_!lll Jrul\ tlf l.t! • o<!<'. Ill' clll~ : • • • •• 
" .ignee ul'tlli:. leu:.e. 1111d ma: At! .leli· ered till .~e the re11tal fllt! mg time. lfth..- l>nnl, de l!,!ll•ll"tl in thi flciF!I!,!Filflh (tiF II'. u~:10e •tlr l>,mlcl lwuld •• • 
t:<' ll .e 1t1 t!" .1. •tl •IW+Itl hlhme: •. liljultlllh!. li-ul m he lH:'I:<'<'tl<'d l:t: .u"H~~~A7-i'<'il 11n l'<u l or r<'li• t! w '"'""PI r<"ntr~l. I <' b~ ht11l ntH l•t:! • •• •. • 
h~tHFhlt:!limlt fer l'fllltiFt:! Ill FAll let! •llt:h f'H~lh m l<"lltit!P· tlf Ft:!lliUI tllllllthm~ (.HI) du~ , clllt:!F tile tl\1 n~r tl l 1~111 hulltlt:!li' t'F In-I <' u ct f'l'tll>ef' • 
r~tffi1t! in:;tFUillt!ll l IHIIHIIlg UIHllher h;111l. II!• ll~t!IH ltl Ft:!\:'1!1\ t:! ,fit) A llH~ 111<'111.• tlF lt:!lltlo!F'•. • • 

•••••• • 
4. I'ROI>l 'l' 110' ROY \I Ill ~ l ron pmduc.:t1un nl oil .md ur !!'"'· I .:"".:.: .1gr..:c" to ra~ ur l:<ill'c to he pau.J on.:·hall (I ~ l t>l the • • 

ru~ .11t~ pm\ldcd ltlr m th" lea'.: to the Cc>mm'"'oncr nlthe ( •en.:ml I ,md Office nl tho.: '>tat.: ot 1.:\a.'. <~l \t"lln. I .:\a,. ;md nne-half II ~ l ol ' liLh : • • • • • 
rn~alt~ tuthl'll\\llcr ol the 'ell I: 

( \ ) 

.md .tl"o .ball 
Ill I Ru~alt) pa~aolc un cui. \\hl(h "d..:lin.:d ,,, 1111.:111ding .111 h~dn>L ,frhun' produced 111 .lllljtlldJ c?OBtfetff mouth nl th( \ \O.:II 

.:und.:n'<llC. dl,llll<~te. and tither llqtud h~drc>l:arh<Hh r.:ccl\.:n:d lrom ••II ur l!>l'<jilt thruul!.f1 !? ~hh~'f nr oth.:r c.:qlllpm.:nt. ·'' 
~:·._ "+ opy o 

- 1 - ~·.. 1'. ongtnal filed tn 
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lh.:n.:inallcr provided. !>hai l b..: one-fourth ( 11-'th) pan o r th..: gros~ pnxluction or th..: market value th..:r..:ot: at the option or the 011 ncr or th..: !\oil or the 
l ·nnuniss ioncr of th..: General l.und Ollicc. such value to he dctermin..:lll hy I) th..: highest posted pric..:. plus pn:mium. if any. ollcred or paid fl1r oil. 
~.:n nd..:nsatc. distillate. or other liquid h)drncarbuns. respectively. of a like I) p..: and gmvity in the g..:ncral area 11hcrc produced and when run. nr 2) 
the highest market pric..: thereof olli:r..:d or paid in the general area where prmluccd and 11 hen run. or 3) the gross prm:ecds of the ~ate thcreol: 
11 hich..:vcr is th..: greater. Lessee agr..:..:s that hclor..: any gas produced from the leased premises is sold. used or processed in a plant. it 11ill he run free 
or cost to the royalty owners through an adequate oil and gas separator or convcntional t) p..:. or other equipment at leru.t as cllicicnt. Ml that all li4uid 
hydrocarhons recovcmblc from th..: gas by such means wi ll h..: recovered. rh..: r..:ljuircm..:nt that ~uch gas be run through a !>epurawr or other 
..:qu ipmcnl may be waived in writing by the roya lty owners upon such t..:rms and conditions as thl.!) presc rih..:. 

{B) NON PROCESSED G/\S. Royalty on any gas (including llarcd gas). 11 hh:h is d..:lim:d as all h)drocarbons and gas..:ous 
'uh~tanccs nlll deli ned as oil in subparagraph lf\ ) abo1c. produced from any 11cll on ' aid land (..:xc..:pt as provided hcrdn 11 ith respect to ga~ 
proce~scd in a plant for the extraction of gasoline. liquid hydrocarbons or other products) shall he one-fourth ( 1/-'th) pan of th..: gross production or 
the mark..:t va lue thereof: at the optiun of the owner of the soi l or the Commissioner of the G..:nerall.and Otlicc. such 1alue 10 be based on the high..:st 
market price paid or offered l(lr gas of comparable qual ity in the general an:a where produced and when ru n. or the gross price paid or oll\:red to the 
producer. 11 hichcver is the greater: provided that the maximum pr..:ssun: base in measuring the gas under this k ase shall nul at any time exceed 14.65 
pounds per square inch abso lute. and the standard hasc temperature ~hall he sixty (60) degrees Fahrenheit. correction to be made for pressure 
according to Boyl..:'s Law. and for ~pccilic gravity according to tests made by the llalancc M..:thod or by the most approved method or testing being 
u~ed by the industry at the time or testing. 

(C) PROCESSED G/\S. Ro) ally on any gas proc..:sscd in a gasoline plant or other plant ltlr the recovery of gasolint: ur mhcr liquid 
h~drocarbons shall be one-fourt h ( !/4th ) pan of the rcsidu..: gas and th..: liquid hydrocarbons extracted or the market value thcrt:ot: at the option of 
the owner of the soi l or the Commissioner of the General Land Oflice. /\II royalties due herein shall he based on one hundred percent {I 00%) of the 
total plant production of res idue gas amibutablc to gas produced from this lea~e. and on filly pcrc..:nt {50°o). or that percent accruing to Lessee. 
llhichcver is the greater. of the total plant production or liquid h)drocarbons attributable 10 the gas product:d from this lease: prol ided that if liquid 
h) drocarbons arc recovered from gas procc~scd in a plant in which l.esscc (or its parent. subsidiary or alliliate) owns an interest. then th..: p..:rcentagc 
applicable 10 liquid hydrocarbons shall be lilly percent (50%) or the highest percent accruing to a third pany processing gas through such plant under 
a process ing agreement negotiated at arm's length (or if there is no such third pany. the highest percent then being spccilied in process ing agreements 
or contracts in the industry). whichever is the greater. rhe respcctil e ro)altics on res idue gas and on liquid hydrocarbons shall be det..:rmined by I) 
the highest market price paid or oll\:rcd for any gus (or liquid hydrocarbons) of comparable lJUality in the general area. or 2) the gross price paid or 
ofT ..:red for such r..:sidue gas (or the '"cightcd av..:rage gross selling price forth..: respective grades of liquid hydrocarbons). 1vhichcvcr is the greater. 
In no event. h01vcvcr. shall the royalties pa)ablc under this pamgraph be less than the ro)altil.!s 11hich 11ould have been due had the gas not hc..:n 
processed. 

{D) OTHER PRODUCTS. Royalty on carbon black. sulphur or any oth~o:r products produced or manufactured from gas (excepting 
liquid h) drocarbons) whether said gru. be casinghead. '"dry.'" or any oth..:r gas. b) fractionating. burning or any other processing shall be one-fourth 
(!/4th) pan or the gross product ion of such products. or the marl..ct value thereof. at the option of the Oil ncr or the ~oil or the Commissioner of the 
Gen..:ral Land Ollice. such market ,aJue to be determined as loll01vs: I) on th..: basis or the highest market price or each product for the same momh 
in which such product is produced. or 2) on the basis of the average gross sale price of each product for the same month in which such products arc 
produced: whichever is the greater. 

5. MINIMUM ROY 1\L f Y. During any )Car allcr the expiration of the primary term of this lease. if this lease is maintained b) 
production. the ro)altics paid under this lease in no event shall be less than an amount equal to the total annual dcla) rental herein pro' idcd: 
mh..:n1 ise. there shall be due and pa) able on or bclorc the lru.t da) of the month succeeding the anni1 c~ar) date of this lease a sum ..:qual to the total 
annual rental less the amount or ro)altics paid during the preceding )Car. If Paragraph 3 of this lcru.e docs not spcci l) a dcla> rental amount. then fo r 
the purposes of this paragraph. the del a) renta l amount shall b..: on..: dollar (.$ 1.00) per acre. 

6. ROYAL rY IN KIND. No111 ithstanding an) other provi!>ion in this lease. at an) time or from time to time. the 011 nc:r of the 'oi l 
or I hi.! Commiss ioner or the Gen..:ral Land Otlkc rna~. at the option of either. upon not lc~s than "il\1) ( 60) da) s notice IO the ho lder ur the lcibC. 
require that the pa)mcnt or an) ro)ahi..:s accruing to ... uch m)alt) m1ncr under this lea!.c be: made in l-ind. the Ollncr ur the ,,111\ or the 
Commission..:r of the Gencml Land Ollice's righ110 take its ro~alt) in kind ~hall not diminish or negate the: 011ncr of the .. oil's or the Commbsinncr 
or the <Ocncral l.and Ollicc's right!> or l.csscc's obligations. 11 hethcr C\press or impli..:d. under this le:h..:. 

7. \10 Dl· DliC liONS. I e''ct: agrees that all rll)Ultic' m:crumg under thb !case (Including tho ... e pa1d in l-1nd) 'hall he 11ithmn 
deduction lo r the o.:ost of produo.:ing. gathering . ... wring. 'c:paraung. trcaung. deh)drating. o.:nmprc-..-..mg. proccs\mg.. tran-..ponmg. ,md other\\ ''c •• • • : 
mal..ing the oil. ga~ and oth..:r produc:t' hercunder rcad) ll1r 'ale ur u'o.:. I c''ct: agrcc' Ill compute: and pa) rll)JitiO.:'> un the gm" l<iluo.: ro.:cci1cd. •• 
including an) rcimhur~emenb li1r 'c1erancc HI\C~ and producuun rclatc:d i.:lhls. 

• • •••••• 
X. I'I.AN I H JI·: I. /\NI> RI:CYC I.I () <i1\ S. \lu m~alt) -.hall be pa~ablc: on an~ ga-. a~ ma~ rcprc,cntthi' lea.,e\ pmpunionatc ... hare • 

nf an) l·uc:l u'c:d Ill proccs' g;L' produced hc:rcundc:r 111 .111) proce"1ng plant. '- 0111 nh,tanding .m~ othc:r pn11 hi on of th1' k<L,c . • md 'uhtc:ct to the • • • • •. 
\Hillen O.:l1n-..elllnfthe 1111ncr of the ,,lll and tht: Comml"ll11lc:r nl thc <•t:nc:ra ll and Ol1icc. I e''cc lllJ) rc:c~clc ga.' lilr ga' illl purpo'c:' on the Jc:a,ed •• • 
pro.:nli 'C!> nr li1r 1111ectinn mtn an~ 01 l ur ga!> producmg ltlrmauun undcrl) 1ng the lc:ascd prc:ml\cs .Iller the liqUid h)dmcarhnn' ;.:unta1ned 111 tht: g;L-. • 
ha1e ho.:cn ren1111ed: no ro)allle\ ' hall he pa~ahlc nn the: rc:c)clt:d gas until it i' produced and ... nld or u-..ed h) I c:"cc in a manner 11h1c:h t:ntnko.,the : ••• :. 
m~nll) llllllcrs tn a ro~ah;. under thi' lc:a ... c. • 

• • •••••• 9. IWY,\ 1 IV I'\ Y \ 11~\1 · 1 " \~1) RI· I'OR I 'i \II W) alt ic' not tal-en in J..1nd ' hall he: p;ud tn the ( ommi"lllllcr 1>l tht: < •cnc:ral • 
I and ()!lice at \u, tin. I C\<b. in the: li111011 mg manner: 

l'.l)lllCntnf ru~ ah) un pnxluct1un nf111l ami g;h ' hall he ,,, pru'1'lcd 111 the nile' 'ctlimh 111 the l c:\.h Rc!!"lc:r Kulc' ..:urrc:ntl~ pro11dc that 
ro~ all~ nn nil " due and mu' l he rco.:e11 t:d 111 the C .encral I .tnd <>nice nn nr hcli1rc tht: 

- 2 -



., 

prouu~:tim~. and n>) ally M gas is due and must be n:ccivcd in tl,1e General l.and Ollie..: on or before the 15th day of the 'cconu month succeeding the 
month of product ion. accompanied by the allidavit or the owner. manager ur other authori1.cd agent. ~:nmpletcd in the lorm and manner prescribed h)' 
the ( icncral l.anu Oflicc and showing the gross amount and disposi tion or all oi l and gas produced and the market value of the oi l and g;L<;. togcther 
"ith a cop) of all documents. rccorus or reports conlirming the gross production. disposition and market valuc including gas meter readings. pipdinc 
receipts. gas line receipts and other checks or memoranda of amount produced tmd put into pipelines. tanks. or pools and gas lines or gru, \tnragc. and 
any other reports or records \\hich the Gcneml Land Otncc may require to verify the gross production. disposition and mar~ct value. In all cases the 
authority of a manager or agent to act l'or the Lessee herein must be lilcd in the (icncmll.and Otncc. Each royalty payment ~hall be accompanied h) 
a check stub. schedule. summary or other remittance advice showing by the assigned General l.and Ollie..: lease number the amount of ro) alty being 
paid on cach lcasc. I r Lcsscc pays his royal ty on or before thirty (30) days aller the ro) ally payment was due. then l.cssce O\\eS a penally of 5% on 
tho.: rt>) alty or $25.00. whichever is grcater. A royally pa) mcnt ' ' hich is ovcr thirt) (30) da) s late shall accrue a pcnull) of 10% of tho.: royal!) due or 
$25.00 ''hichc,cr is grcatcr. In addition to a penalty. royaltics \ hall accrue interest at a mte of 12'• per year. such interest "ill bcgi n accruing ''hcn 
the royalty is sixty (60) days overduc. Aflidavits and supporting uocumcnts which arc not liled whcn due shall incur a pcnalty in an amount set by 
the General l.and Otnce administrati ve rule which is c!Tcctivc on the date whcn the allidavits or supporting documcnts \\Cre due. l'he l.cssee shall 
bear all rcsponsibility lbr paying or causing royalties to bc paid as prcscribcd hy the due date provided herein. Pa) mcnt of the dclin4ucncy pcnalt) 
sha ll in no way operate to prohibi t the State's right of forfei ture as provided by law nor act to postpone the datc on which royalties \\Crc originall) 
due. l'hc above penalty provisions shall not apply in cases of tit le dispute as to the State's portion of the rCJ) alty ur to that portion of the ro) alt) in 
dispute as to fai r markct va lue. 

I 0. (A) RESERVES, CONTRAC rs AND 0 1'1 IER RECORDS. l.essee shall ;mnually fu rnish the Commissioncr of tht: General 
Land Ollie..: wi th its best poss ib le estimate of oi l and gas rescnes underl) ing this lease or allocable to this lease and shall furn ish said Commissioner 
with copies of' all contracts undcr which gas is so ld or processed and all subsequent agreements and amendments to such contracts'' ithin thirty (30) 
days aller entering into or making such contracts. agreements or amcndments. Such contracts and agreements \\hen rcccivcd b) the General Land 
Otncc shall be held in conlidcncc by the General Land Office unless otherwise authori;ed by Lessee. All Nhcr contracts and records pertaining to 
the production. transportation. sale and marketing of the oil and gas produced on said premises. including the books and accounts. receipts and 
Jbeharges of all wells. tanks. pools. meters. and pipelines shall at all times be subject to inspection and examination by tht: Commissioner of the 
Gcncrall.and Office. the Attorncy Gcncral. the Governor, or the representative of any of them. 

(B) PERMITS. DRI LLING RECORDS. Written notice of all operations on this lease shall bc submitted to the Commissioner of 
the General Land Oflice by Lessee or operator li ve (5) days before spud date. \vorkovcr. re-entry. temporary abandonment or plug and abandonmcnt 
of any well or wells. Such written notice to the General L<md Ollice shall include copies of Railroad Commission fo rms for application to drill. 
Copies or we ll tests. complet ion reports and plugging reportS shall be supplied to the General Land Office at the time they are lilcd "ith the r e'as 
Ra ilroad Commission. All applications. permits. reports or other filings that reference this lease or any specific '~ell on tho.: leased premises and that 
are submitted to the Texas Railroad Commission or any other governmental agency shall includc the word "State" in the title. Addi tionally. in 
accordance with Railroad Commission rules. any signage on the leascd premises for the purpose of identilying wells. tank batteries or other 
associatt:d i mprovemcnts to tho.: land must also include the word "State." Lessct: shall supply the General Land Oflice ' ' ith an) records. memoranda. 
accounts. reports. cuttings and cores. or other inf'om1ation relative to the opcmtion of the above described premises. "hich ma) be reque:.teu b) the 
General Land Oflice. in addition to those herein e>.pressly providcd for. Lessee shall have an electrical and/or radioacti vity :.urvey 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 descri bed premises and shall transmit a 
true copy of the log of each survey on each wel l to the General Land Otnce within lilleen ( 15) days aller the making of said survey. 

(C) PENAL J'IES. Lessee shall incur a penally ''henever reports. documents or other materials arc not tiled in the Gcneral Land 
Office ''hen due. rhe pt:nalty for late tiling shall be set by the Gcm.:ral Land Otlice administrative rule "hich is cll'cctive on the date ''hen the 
materials were due in the Genera l Land Office. 

I I. DRY HOLE/CESSATION OF PRODUCTI ON DURING PRIMARY TERM. If. during the primary term hcreof and prior to 
discovery and production of oil or gas on said land. l.o.:ssee should drill a dry hole or holes thereon. or if during the primary tcrrn hereof and aller tho.: 
discovery and actual production of oil or gas from the lcascd premiscs ~uch production thereof should cease from un) cause. t hi ~ lca:.e 'hall not 
terminate if on or before the e'pinu ion of si't) (60) da) s from date of completion of -mid dl') holc or cessation of production Lessee commenccs 
additional drilling or rc,,or~ing operations thereon. or pa)s or tcnder'i the nc't annual ucla) rental in the samc manner as pro' idcd in this lcase. It: 
during tho.: last ) Car of the primar) term or \\ithin si") (60) da)s prior thercl\1. a dl') hole he complt:tcd and abandoned. or tho.: prodw:tion of oil or gas 
' hould ccasc li>r any cause. Lcssec\ rights shall remai n in full force and ct'li:ct \Vithnut further operations until the expiration of the primar) term: and 
il' Lcssee has not resumed production in pa) ing 4uantitics at tho.: ..:'pi ration of the primal') term. Lcsscc rna) maintain this lease h) conducting 
addi tional drilling or rcwor~ing opcrations pursuant to Paragmph 13. using the c'piration of tho.: primal') tcrm <L\ tho.: datc of ces"ation of productt(lll 
under Paragraph 13. Should the liN \\ell or an) 'uh~cqucnt \ICII dnllcd on tho.: aho\C de,cri hcd land he complctcd as a -.hllt-in oi l or ga' \\CII \\llhln• .. • 
the primar) tcrm ltereot: l.cssce ma) rcsumc pa) mcnt of tho.: annual rcntal in tho.: ' a me manner <L' pro' 1dcd herc111 on or bo.:li1re tho.: rental pa) mg datc • •: 
tilllo,,ing the c\piration ofsi\t) (60) Ja) s from the date of complction of , uch -.hut-in oil or gas ''ell and upon tho.: liulurc to ma~c ' uch pa)lllelll. tills 
lca:-.c shall ip"o litcto terminate. If at the c'piration of tho.: primal'\ tcrm or an' timc thcrcallcr a 'hut-in oil or gas \I CII i" lm.:Htcu on tho.: lcascU • • 
premi~cs. 11<1) ments may he made in accordance \\ith the "hut- in pro~ is ions hcrcnl: : • • • • • 

••• 
12. I>Rlii.I"J(i \ NDRFWORKIN( i ,\II·.XPIRt\II0\,01 I'RI~L\RY II.Rvl. It: at tho.: c\ plmlllln nlthc primal') tcrm. ncnhcr· • • •.• 

ni l nor ga.s is heing produced on said land. hut I es~cc i' thcn cngagcd in drilling or rc,,or~ing npcrations thereon. this leas..: 'hall remain 111 Ioree sn • 
long tL' operations on ' aid \\C II or lbr drilling or rC\\llr~ing of an) ,Jdd iuonal ' ' ell .m: pm,ccuted in good lltith ,md in '' or~man l i i..c manner \\ltlwut e • 
in tcrruptinns totaling more than si"> (60 ) Ja) S Juring an) one \Uch opcration. and Jl' th.:) resu lt in the production 11foi l and or gu,, 'olong thcrcatlcr !••••• 
as oil and/or ga~ b produccd in pa) ing quantities from said land. or pa' m~nt of ' hut- in oil or cas ''I! II nl\ allies nr wmpcnsatun ro\ altics" mad~ .1~ • • 

0 • • • - ... .. .. • • •••• 

prO\ ILio.:d 111 thl' lc;he. • 

11 t Is-;,\ 110\J. J)Rill.ll\(i. \'\D Rl.\'v ORK INCo. It: .tiler tho.: ~,p, ration ot' thc pnmar) t.:rm. productiiHJ ol mlur !!"' t'rum tho.: 
lc;h cd prcm1,es. o~llcr once nhta111.:d. should cea'c from an) cati'C. th i' lea'c shall nnt tenmnate 11' I e>.'«r\~m.:ncl:\- ~lddilfi111uftlrll(ing 1lr rc,, or~ulg 

~~~'<- ' ) .._..,. . 
~ ·~w·· Ortgtnal filed tn 
~~~ ~· 8eeves County 

-..::_t:"S c r•·~·ks Office 
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•>r..:r:u ions within sixty ('60) Jays all..:r such c..:ssation. and this l..:asc ' hall remain in fu ll fore.: and clli.:ct for so long as :.uch ur ..:rJtions cuntinu..: in 
good Iil ith and in workmanlike manna without int..:rruptions totaling mnrc than s ixty {60) days. If such drill ing or r..:working operations r..:sult in th..: 
production of oi l m gas. the lca~c shall r..:main in full lore..: and clli.:ct l(lr so long <L~ oi l or gas is pmduc..:d from th..: l..:as..:d pr..:mis..:s in pa) ing 
quant ities or paym..:nt of shut-in oil or gas \\ell royalties or paym..:nt of compensatory r<l) alt i..:s is made as provided h..:rcin or as pro' id..:d by law. I r 
the drilling or rc\\orking operations result in the completion ora \\ell as a dry hole. the leas.: wi ll not t..:rminate if th..: l...:sscc comm..:nc..:s additional 
drilling or reworking operations within sixty (60) days afler the complet ion of th..: well a~ a dr) hoi..:. and this ka~c shall remain in clfcct ~o long a~ 
Lessee continu..:s drilling or reworking operations in good faith and in a workmanlik..: manner without in terruptions totaling more than -, i:-. t) (60) 
days. l.cssc..: shall give written notice to the General Lund Omcc within thiny {30) days or any cessation of production. 

14. SIIUT-IN ROYALTIES. f or purposes of this paragraph. "w..:ll" m..:ans any well that has b..:cn assign..:d a \\el l number h) th..: 
~tate agency having jurisdict ion over th..: production of oil and gas. If. at any time afler the ..:xpiration of the primary term of a kas..: that. until h..:ing 
~hut in . was being muintaim:d in fo rce and ctli.:ct. a well capable of producing oil or gas in paying quant iti..:s is located on th..: lc<bcd prcmi~cs. but oil 
or gas is not b..:ing produc..:d for lack of suitable product ion facilities or lack or a suitable market, then L..:sscc may pay as a shut-in oil or gas ro) alty 
an amount equal to double the annual r..:ntal provid..:d in the lease. hut not less than $1.200 a year for each w..:ll capable of producing oi l or gas in 
paying quantitics. If Paragraph 3 of this lease docs not specify a delay rental amount. th..:n for the purposes of this paragraph. the delay rental amount 
;hall be om: dollar{$ 1.00) per acre. To he effective. each initial shut-in oil or gas royalty must be paid on or before: ( I) the ..:xpir.Jtion of' the prinmr) 
t..:rm. (2) 60 days aller the Lessee c..:ascs to produc..: oil or gas from the leased premises. or (3) 60 days aflcr Lessee completes a drilling or rl!\\ork ing 
operation in accordance with the k asc provisions: ' 'hichcvcr dutc is latest. Such pa) ment shall he made one-half (1/2) to the Commissioner of the 
General Land Ollicc and one-half ( 112) to the own..:r of the soil. If th..: shut- in oil or gas royalty is paid. the lease shall b.: considered to be a 
producing lease and the payment shall extend the term of the lease for a period of on.: year from the end of the primary term. or from th..: li rst day of 
the month fo llowing the month in which production ceased. and. afl..:r thaL if no suitable production facil ities or suitable market lor the oil or gas 
exists. Lessee may extend the lease for four more successive periods of one ( I) year by pa) ing th..: same amount each ) Car on or before the ..:xpiration 
of each shut-in year. 

15. COMPENSATORY ROYALTI ES. If. during the period the lease is k..:pt in ciTcct by payment ofth..: shut-in oi l or ga~ royalt) . 
oi l or gas is sold and delivered in paying quant iti ..:s from a well located within one thousand ( 1.000) feet of the leased premises and completed in th..: 
same producing reservoir. or in any case in which drainage is occurring. the right to continue to maintain the lease by paying the shu t-in oi l or gas 
rn)alty shall c..:asc. but the lease shall remain effecti ve for Lhe r..:maindcr of the year for \\h ich the ro}alty has been paid. fhc L..:ss..:c may maintain 
the lease for lo ur more successive years by Lessee paying compensatory royalty at the ro) alty rate provided in the lease of the market va lue of 
production from the well causing the drainage or '~hich is completed in the same producing reservoir and ' ' ithin one thousand ( 1.000) fi.:c t of th..: 
leased premises. I 'he compensatory royalty is to be paid monthly. one-half ( 1/2) to the Commissioner of the G~ncral Land o mcc and on..:-hall' ( 1/2) 
to the owner of the soil. beginning on or before the last day of the month fo llowing the month in which the oil or gas is produced from the \\ell 
causing the drainage or that is completed in the same producing reservoir and located within one thousand ( 1.000) fc..:t of the leased prcmis..:s. If th..: 
comp~nsatory royalty paid in any 12-month period is in an amount less than the annual shut- in oi l or gas royalty. Lessee shall pay an amount equal to 
the di lfc rcncc within thirty (30) days from the end of the 12-month period. Compensatory ro)alty pa) mcms which arc not tim..: I) paid \\ill accrue 
penal ty and interest in accordance \\ ith Pamgraph 9 of this lease. None of these provisions will relieve Lessee of the obligation of reasonable 
development nor the obligation to drill offset wells as provided in l'exas Natural Resources Code 52. 173: however. at the determination or the 
Commissioner. and with the Commissioner's written approval. the payment of compensatory royalties can satisfy the obligation to drill of1s et \\ells. 

16. RETAI NED ACREAGE. Notwi thstanding any provision of this lease to th.: contrary. afler a \\CII producing or capable of 
producing oil or gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent operator in drilling such 
additional well or wdls as ma) be reasonably necessary for the proper development of the leased premises and in marketing the production thereon. 

(A) VERTICAL. In the cvcnt this lease is in Ioree and ciTectt\\ 0 (2) y..:ars alkr t h ~: expiration date of the primary or I!\ tended term it 
shall then term inal.: as to all of the leased premises. EXCEPT ( I) -10 acres surrounding ..:ach oil we ll capable or producing in pa) ing quant ities and 
320 acres surrounding each gas well capable of producing in paying quant ities (including a shut-in oi l or gas well as provided in Paragraph 14 
hereo l). or a \ \ CII upon \\hich Lessee is then engaged in cont i n uou~ drilling or n:\\ Orking operations. or (2) the number of' acres inelud..:d in a 
producing pooled unit pursuant to rex as Natural Resources Code 52. 151-52. 153. or (3) such greater or k sser number of acres a\ ma) then he 
allocated lilr production purpoS<.'S to a proration unit for each such producing \\ ell under the rules and regulat ions or the Rai lroad Cornmi,~ ion of 
l c\as. or an) successor agency. nr other govcrnm..:ntal authori t) having j urisdiction. I fa t an) ti m.: all.:r the ctli:cti"v..: dat..: of the panial tcrmination 
pnn isions hereo f. the appl icable lield ru les arc changed or the well or \\ ells located thereon arc rcclassi licd ~o that less acreage b th..:rcalh: r allm:at..:d 
to ~aid \\·Cll or \\ <.: lis lh r production purpos..:s. this lease .;hall thereupon t..:rminatc as to all acreage not thcreallcr allocated to .;aid \\ell or \\db lhr 
production purposes. Ntlt\d th~tanding the termination of this lca.\e <b to a ponion of th..: lands CO\cred hcreb). I c~sc ..: .,hall ne.,cnhclc~., cnntinuc w 
ha' c the right of ingress to and egress from the lands :.till ~uhj..:ct to th is lc<L.,c lor all purposes descrihcd in Paragraph I hcr..:ot: togcth..:r \\ llh •.. • 
ca~cmcnts and right-ol~\\ ay., li>r C\ b ting roads. c\ b ting pipel ine.., and oth..:r e\isting lhc•l itic:-.on. O\l.!r and across all the lands dcscnhcd 111 Paragraph • .: 
I hereof ("th..: reta ined lands"). lilr access to and from the reta ined lands and lilr the gathering or tmn~p(•n;niun of oil. gas and other mmcrah 
produced lhlln the retained lands. • • •••• •• • 

• • • . . . 
• • • 

I B) IIORI /.ON"I \1 .. In the C\Cnt this lease b in lhrcc and clli.:ct 1\ \ 0 (2) ~ ca~ alkr th..: e\pl ration date Ill" the pnmar~ or n ll'llded • 
term it ' hall further tcrminatc <L., Ill all depths bclo\\ I()() _feet h~: lm\ the Ill tal depth dri lled (hercinaller ''tk epcr depth..,") in each \\ell located nn : •••: • 
.acreage retained in l'arag.mph 16( t\ ) ahtnc. unless on or hdorc l\~O (2) ~car-. all..:r the primar~ or c\tcnded tcnn I cssec pa~ -. an amount equal to 11nc- • 
hall' II 2) nl' thc hunu~ urigina ll :-- paid a,., con:-.idcration li1r this lctL'oC ( a~ spccilicd on pag..: I hercol). lf ..,uch amount is paid. th i:-. lca. ... ..: shall he in li1rcc • : • 
• md c lli.:cl tL.., tn ... uch deeper depths. and ~aid terminn tion -,hall he Jcla~cd for an add itional p..:riod oft \\O (2) ~car.. and -,o long thcrcalkr "' ••il m ga-. : ••• 
'" pruJuccd in pa~ ing lJUantit ics from -,uch Je~:per depth~ co, ered h) this l ca~c. 

({.') IDI.N I ll I( ,\ 110 
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()nice. Within th irty (30) days aflc r partial termination of th is kasc <L'i provided hcn:in. Lessee shall execute and record a rckasc or releases 
containing a satislilctory legal th:script ion of the acreage and/or lkpths not n:taincd hereunder. l'hc recorded rckasc. or 11 certified copy of same. 
~hall he lilcd in the General Land Ollie..:. accompanicd by the tiling fcc prescribed by the <lcncral Land Ollice ruks in clli:ct on the date the release 
is tiled. If Lessee !'ails or refuses to execute and record such release or releases within ninety (90) days a llcr being requested to do so by the General 
!.and Of1icc. then the Commissioner at his soh: discretion may designate by written instrument the acreage and/or depths to be rclca.~cd hereunder 
and record such instrument at Lessee's expense in the county or coumics \\here the kase is located ;md in the ollicial records of the <lcncml Land 
Ollice and such designation shall he binding upon Lessee for all purposl!s. 

17. OFFSET WEI.LS. Neither the bonus. delay rentals. nor royalties paid. or to bl! paid. under th is kasc shall relieve Lessee of his 
ubligation to protl!ct the oi l and gas under the above-described land from being drained. Lessee. subll!ssee. receiver or other agent in control of the 
h:<L'icd premises shall drill as many \\ells as the facts may justi fy and shall usc appropriate means and drill to a depth nccessal) to prevent undue 
dra inage of oi l and gas from the leased premises. In addition. if oi l ;md/or gas should he produced in commercial quantities \\ithin 1.000 li:et of the 
lca."ed premises. or in any case where the leased premises is being drained by production of oi l or gas. the Lessee. subkssee. receiver or other agent 
in control of the leased premises shall in good fai th begin the drilling of a well or wells upon the le<L~ed premises within I 00 days allcr the drai ning 
well or wells or the well or I\ ells completed within 1.000 fl!ct of tht: leased premises stan producing in commercia l qmmtitit:s and shall prosecute 
such drilling with diligence. Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agcnc) rights to 
forfeiture. Only upon the detennination of the Commissioner of the <Jenera! Land Ollice and \\ ith his wriuen approval rna) the pa) ment of 
compensatory royalty under applicable statuto!) parameters satisfy the obligation to drill an offset \\CII or \\ ells requ ired under this paragraph. 

18. FORCE MAJ EURE. If. aller a good fa ith elfort. Lessee is prewnted from com pi) ing with any express or implied covenant of 
this lease. from conducting drilling operations on thl! leased premises. or from producing oil or gas from thl! leased prcmisl!s by reason of \Htr. 
rebellion. riots, strikes. acts of God. or any valid order. rule or regulation of government authority. then 1vhik so prevented. Ll!ssee's obligation to 
comply with such covenant shall be suspended and Lessee shall not be liable for damages for fai lure to comply \\ ith such covenants: additional!). 
this lease shall be extended while Lessee is prevented, by any such cause. from conducting drilling and reworking operations or from producing oil or 
gas from the leased premises. II O\\ ever. nothing in this pantgraph shall suspend the payment of delay rentals in order to maintain this lease in dlcct 
during the primary term in the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. rhe owner of the soi l warrants and agrees to defend title to the leased premises. If the owner of the 
soil defaults in payments owed on the leased premises. then Lessee rna) redeem the rights of the owner of the soi l in the leased premises by pa~ ing 
any mortgage. taxes or other liens on the leased premises. If Lessee makes payments on behalf of the O\\ner of the soi l under this paragraph. Lessee 
may recover the cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil O\\nS less than the entire undivided surface estate in 
the above described land. whether or not Lessee's interest is speci fi ed herein. then the ro)altics and rental herein provided to be paid to the O\\ner of 
the soil shall be paid to him in the proportion which his interest bears to the ent ire undivided surface estate and the royalties and rental herein 
provided to be paid to the Commissioner of the General Land Office of the State of rexas shall be like,vise proportionatt:ly n:duccd. IIOI\ evcr. 
before Lessee adjusts the royalty or rental due to the Commissioner of the General Land Office. Lessee or his authori1.cd representat ive must submit 
to the Commissioner of the General Land Office a wriuen statement which explains the discrepancy between the interest purported!) leased under 
this lease and the actual interest owned by the owner of the soil. TI1e Commissioner of the General Land Ollicc shall be paid the value of the ~~hole 
production allocable to any undi vided interest not covered by a lease. less the proportionate development and production cost allocable to !>Uch 
undivided interest. llowever. in no event shall the Commissioner of the General Land Oflice receive as a ro)ahy on the gross production allocable to 
the undivided interest not leased an amount less than the value of one-o;;ixteenth ( 11 16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If. during the primary term. a portion ofthe land covered b) this lease is included \\ithin 
the boundaries of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance 1\ ith Natural Resources 
C'odc Sections 52. 15 1-52. 154. or if at any time after the expiration of the primal)• term or the e'\tended term. !his lca..;c co,ers a lc\~cr nurnher or 
acres than the total amount described herein. pa) ments that arc made on a per acre basis hereunder shall be reduced according to the number of acre-. 
pooled. released. surrendered. or othcn' ise se' .:red. so that pa) rnents deh.:rmined on a per acre basis under the terms of this lease du ri ng. the pnmar~ 
term ~hall he calculated based upon the number of acres outs ide the boundaries of a p<>olcd unit. or. if allcr the e'\piration of th..: primar) term. the 
number of acres actually retained and cu1 ered b) this lease. 

:! I. USE OF W A II :R. I c~~cc ~hall have the right to u~e 11 atcr prnduecd on satd land necessar: I(H operations undl!r th i~ lea~c 
e'eept 1\atcr li·om 11clls or tant..s of the o11ner of the soil : pro' tdcd. hO\\C\er. I c~~ee ~ha ll not usc pmahle II<Her or ll<ller -.uuahlc lilr li\e~tnct.. or ••. • 
irrigation purposes for 11 atertlood operations \\ ithout the prior con-.ent of the 011 ncr of the soil. •.! 

• 
::!2 . i\ lJ'I IIOR l/.I·.D DA"-11\(iES. I c!'>s..:e ~hall pa) th..: m\ncr uf thl! ~ui l for damages ~:au;.ed h:,. its operations Ill all personal • • 

propcrt~. improvements.livc;.tm:k and crop, on ~aid land. :••••• 

23. I' IPI: I.I l\E DI·P Il l. \\'hen rcqu~..-,tcd b~ the Ol\ncr of the sml. I C"-ee ::hall hur: ~~~ ptpeline!> helm\ phH\ depth 

24. \\ 1:1.1 I OCt\ 1101'1 I 1\11 1. "Jo \\CII shall he dnllcd nl!arcr than t11o hundred (::!()()) li:ct tu an~ house or harn 11011 <Hl ''"d 
prcrn bc!> I\ ithout the \\ rinen con-.ent of the Ill\ ncr of the -;oil. 

25. I'OLL.l' IION. In Jc,cloping thi" arc;L I c~~ec ~ha ll u~c the lughest degree of car..: and all proper ,afcg.uards 111 pre,cnt 
pollution. \\ ithout limiting the liHcgoing. pollution of coastal 11ctland,, natura l ll < lll.!rlla~s. ri,er-. and nnpounded 11ater shall he prnented h~ the 
u~c ,,f cnntainmcnl laciliti~..-:. ~ullicienl to prc\ent ' Ptllage. ~e~:pJge or ground 1\,llCr u>ntammatlon. In the C\Cnt ut pollution. I e"ee shall u'e .til 
means at u;. d!Spthalto recapture .til e ... caped h~drucarhon!> or other pollutant and shall he resp<IINhlc lnr .til damage to puhlu.: and prl\;lle properttes. 
I e~;.el! ~hall hui ld and mamta in lc nces around its ~t u~h . ~ump. and dramagc pll!> and tanlo. hattcnes .,., .Ls to pmtecyt\e~toct.. at~~~?k~t"· d.unage <lr 

~ tf' lrlO 

;r-@~~~+..,. .. ..:>py of 
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rnjur:: mid upon comph:tion or abandonm.:nt of an) well or \\CIIs. Lessee ~hall lill and level all slush pits and co.: liars and complctl!ly dean up tho.: 
Jrilling ~i to.: of all rubbish tho.:rcon. Lessee shall. \\hih: conducting opcmtions on the leased premises. 1-.cep ~id prembcs free of all ruhhbh. cans. 
ho llies. papo.:r cup or garbage. and upon completion of operations !>hall rc:-torc the surface of the land to as ncar its original condition and contour:> as 
i~ practicable. ranks and equipment will he kept painted and presentable. 

26. REMOVAL OF EQUIPME T. Subject to limitations in this paragraph. Lessee ~hall have the right to n:mo'e machincr: and 
fixtun:s placed by Lessee on the leased premises. including the right to dra'' and remove casing. within one hundr.:d t\\o.:nty ( 120) da)s allcr tho.: 
o.:xpiration or the termination of this lease unless the owner of the so il grants Lo.:ssee an exto.:nsion of this 120-<lay period. llo\\cvo.:r. Lo.:ssee ma) not 
remove casing from any well capable of producing oil and gas in paying quant ities. Additionally. Lessee may not dmw and remove casing until aller 
th irty (30) days written notice to tho.: Commissioner of the General Land OITice and to the owner of the soi l. Inc owner of the soil shall become the 
1m ncr of any machinery. fixtures, or casing which arc not timely removed by Lessee undo.:r the terms of this paragraph. 

27. (A) ASS IG ME TS. Under the conditions contained in this paragmph and Paragraph 29 of this lease. the rights and estates of 
either party to this lease may be assigned. in whole or in part. and the provisions uf this lease shall cxto.:nd to and be binding upon tho.:ir heirs. 
devisees. legal representatives. successors and assigns. llowcver. a change or division in ownership of the land. rentals. or ro)alties '~ill not o.:nlarge 
the obligations of Lessee. diminish the rights. privileges and ~:states of Lessee. impair the ctTcctivcncss of any payment made by Lessee or impair the 
~.:ni:ctivcncss of any act performed by Lessee. And no change or division in ownership of the land. rentals. or royalties shall bind Lessee lor any 
purpose until th irty (30) days aficr the owner of the soil (or his hei rs. de\ iscc ·. legal representatives or assigns) furnishes the Lessee" ith satisfactor: 
\Hillen evidence of the change in O\\nership. including the original recorded munimems of title (or a certilicd copy of ~uch original) \\ hen the 
O\\ ncrship changed because of a conveyance. A total or partial assignmc:nt of this lease shall. to the c\lcnt of the interest assigned. relieve and 
discharge;: Lcss..:c of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage. the right and 
option to pay rentals shall be apportioned as between the several owners ratably. according to the area of each. and failure by one or more of them to 
pay his share of the rental shall not aiTect this lease on the part of the land upon which pro rata rentals arc timely paid or tendered: ho,,ever. if the 
assignor or assignee docs not file a certified copy of such assignment in the General Land Omce before the next rental pa) ing date. the entire lease 
shall terminate fo r failure to pa) the entire rental due under Pamgmph 3. Every assignee . hall succeed to all rights and be subject to all obligations. 
liabilities. and penalties owed to the tate by the original lessee or any prior assignee of the lease. including any liabilities to the . tate lo r unpaid 
royalties. 

(0) AS IG ME T LIM ITATIO . otwithstanding any provision in Paragraph 27(a). if the owner of the soi l acquire 
this lease in whole or in part by assignment without the prior \Hillen approval of the Commissioner of the General Land Omcc. this lease is' oid as 
of the time of assignment and the agency power of the owner may be forfeited b) the Commissioner. An assignment \\ill be treated as if it ' ' ere 
made to the owner of the soil if the assignee is: 

( I) a nominee of the owner of the soi l: 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation 
or subsidiary: 
(3) a partnership in ''hich the owner of the soil is a partner or is an cmplo)ee of such a partnership: 
( 4) a principal stockholder or cmplo) ee of the corporation which is the O\\ ncr of the soi 1: 
(5) a partner or employee in a partnership which is the owner of the soil: 
(6) a fiduciary for the O\\llcr of the soil: including but not limited to a guardian. trustee. c\ecutor. administrator. recei,er. or 
conservator for the O\\llCr of the soil: or 
(7) a fami ly member of the owner of the soil or related to the O\\ner of the soil b) marriage. blood. or adoption. 

28. RELEA ES. Under the conditions containl--d in this paragraph and Paragraph 29. Lessee ma) at an~ time C\CCute and deli,cr to 
the 0\\ ncr of the soil and place of record a release or releases covering any portion or portions of the leased premises. and there b) surrender this lease 
as to such portion or portions. and be relieved of all ~ubscqucnt obligations as to acreage surrendered. If all)' pan of this lease i~ proper!) 
surrendered. the ucla) rental due under thi lease shall be reduced h) the proportion that the surrendered acreage hears to the acreage ''hich '':1!> 
co,cred by this lease immediately prior to uch surrender: hm~cver. such release ''ill not relieve Lessee of any liabilities ' ' hich ma) have accrued 
under this lease prior to the surrender of such acreage. 

29. Fll.l G OF AS. IGNME TS A D RELEASES. If all or an) part of this lease is assigned or released. "uch as~1gnment or 
release must he recorded in the count) \\here the land is si tuated. and the recorded in~trumcnt. or a cop) or the recorded i n~tru m..:nt ccrti licd h~ the 
Count) Clerk or the count) in ''hich the instrument is recorded. must he lilcd in the General I and Ollicc ''ithin 90 da)s of tho: la~t C\ccution date 
,1ccompanicd h) the prcscrihcd liling Icc. If an) such assignment i'i not\!) lilcd. the rights acquired under this lease ~hall he 'ubject to forlciturc at 
the option or the <.:ommission..:r of th..: General Land Ollicc. 

30. DISCLOSURE Cl.t\l1SE. . \II pro' 1sions pcrtammg 10 the le<L~c of the .1b0\ e-de,mhcd land ha\c he.:n induded in thi' 

... . 
• • .. 

1nstrun11.:nt. induding the ,tatemcnt of the true consid..:ration to he p;ud lor the c\ccuuon of this lca.'ic and the ng.hts and Julie' nl the pan1c:.. \ n~ 

collah.:ral agreements conccmmg the development of od and ga.' from the leased premises "hich arc nnt wntamed in thl\ lea..-.c render thi~ ka"e : • • •: • 
ill\alid. • 

J I . 

••• • • • •• • 
• inwrc-.t in tho.: k;bo.:d prcmbcs. \\'hen the inter..:~t~ nfthc O\\ner nfth..: 'oi l conllict \\ith those nftho: 'itate. the tl'' ner ntthc 'oi l " ohligatcd to put the • 

'>tate\ intcrc'" hcli1rc his per\onal interc~ts. : ••• • • . 
J 2. H>RFI:I n 'RE. If I c~~cc ~hall lail or rclu~e w make the pa~ mcnt of an~ 'um '' 11hin thm~ da~' ,tiler 11 hecum.:' due. or 11 :. ••:. 

I e ... ,cc or an authon/cd .tgcnt ' hould 1-.no'' 1ngl) mal.c an~ lal-.e ro.:tum or lltl-.e report nmccmmg productmn or dnlling. or 11' I c"ce 'hall tail or • 
rclu~c 111 drill an~ oll'.et \\CII or \\O.:II in good !:.11th a!- ro.:qturcd h~ Ia\\ ,111d the mfo.:, 1110 regulation' 1JuptcJ h~ the< nnHnl"lnno.:r nf tho.:< •cncnl 
I and Ollicc. or 11' I c'."cc ,hould litil to life reports 111 the manner rcqtured h~ 1<1'' nr titil to eompl~ \\ 11h mf.:, .md ro.:guiJll llll' promulg<ll<:d h~ thl' 
t .cncral I .md Ollicc. the "idmol I <~nd Board. ur th..: Ra1lroad t ommi"IIHl. or 11' I e"ce 'hould rclihe the pmpcr .tuthont~ .1cce" to the record' 
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J)ertaining to uper.ttiuns,' or if Lessee o r an authorited agent sho uld l..nu,ling ly fail or refuse to g i\e correct in li>rmation to the proper authorit) . o r 
l..nm' ing ly Jail or refuse to furnish the General Land Otlicc- a corrL'C1. log o r <lll) ,, o.:JJ. or if Le~sce !>hall I.. no'' ingl) 'iolate any o f the material 
prm isions or this lease. ur if this lease is assigned and the as.~ ignment is not li led in the (ieneral Land Onicc as required by Ia'' · the rights acquired 
under this lease shall be subj ect to fo rfeiture by the Commissioner. and he shall forli:it same ''hen su llicio.:nt ly in lo rmo.:d of the fac ts which authori;e 
a fo rfdture. and when forfe ited the area shall again be subj ect to lease under the h.:rms of the Relinquishment /\ct. I hl\\e"cr. nothing hacin shall be 
cons trued as waiving the automatic termi nation of thi s lease by operation of Jaw or by reason of any special limitation aris ing hcn.:under. Forli:i tures 
may be set as ide tllld th is lease tmd all rights thereunder n:instatcd bo.:lo re the rig hts o f another inten ene upon sat isfactory e vidence to the 
Commissioner of the General J.and Of1ice of future compliance ' ' ith the provis ions o f the Jaw and o f this lease and the rules and regu lations that rna~ 
be adopted relative hereto . 

33. LI E . In accordance ' 'ith fexas atural Resources Code 52. 136. the State shall have a lirst lien upon all o il and gas produced 
from the area covered by this lease to secure pa) ment o f a ll unpaid ro) alty and other sums of money that may become due under this lease. B) 
acceptance o f this lease. Lessee grants the State. in add ition to the lien provided by rexas atural Resources Code 52.136 and tmy o ther applicable 
s tatutory lien. an express contractual lien o n and ·ecurity interest in all lea.,cd minerals in and c ' tractcd from the leased premises. all proceeds ' ' hich 
may accrue to Lessee fro m the sa le o f such leased minerals. whether such proceeds are held by Lessee or by a third pany. tmd all fh turcs on and 
improvements to the leased premises used in connection with the production o r processing o f such leased mi nerals in order to secure the pa) mo.:nt of 
all ro)alt ie or o ther amounts due or to become due under this lease and to secure pa)ment of any damages or loss that Lessor rna) sulli:r b) reason 
of Lessee' breach o f any co enant o r cond ition of this lease. \\hether express or impl ied. rhis lien and :.ccurity interest rna) be fo reclosed" ith or 
"itho ut coun proceedings in the manner provided in the ritl c I. Chapter 9 o f the rexas Business and Commerce Code. Lessee agrees that the 
Commissio ner may require Lessee to execute and record such instruments as may be reasonably necessary 10 ac l..no\\ ledge. anach o r perfect this lien . 
Lessee hereby represents that there are no prio r or superior liens aris ing from and relating to Lessee's activities upon the above-described propcn) o r 
from Lessee's acquis ition of this lease. ' hould the Commissioner at any time determine that this representation is not true. then the Commissioner 
may declare this lease fo rfeited as provided herein. 

34. POOL! G. Lessee is hereby granted the right to pool or un i t i .~:e the royalty interest o f the owner o f the soi I under this lease with 
any other leasehold o r mineral interest lo r the exploration. develo pment and production o f oil o r gas or either or them upo n the same terms as shall be 
approved by the chool Land Board and the Commissioner o f the General Land Ollice lor the pooling o r un ititing of the interest o f the ' tate under 
th is lease pursuant to Texas Natural Reso urces Code 52. 15 1-52.153. rhe O\\ner o f the soil agrees that the inclus ion o f this pro ' ision in th is lease 
satisfies the execution requirements stated in Texas atural Resources Code "2.152. 

35. I DEM ITY. Lessee hereby re leases and discharges the State of Texas and the o wner o f the oi l. their o llicers. o.:mplo) o.:es. 
panners. agents. contractors. subcontractors. gue. ts. invitees. and the ir respective successors and assigns. o f and from a ll and any actio ns and causes 
o f action o f every naLUre. o r other harm. including environmental harm. lor which recovery of damages is soughL including. but not limited to. all 
lo sses and expenses which arc caused by the acti vi ties o f Lessee. its o flicers. employees. and agents arising out o f. incidental to. or resu lt ing fro m. 
the operat io ns o f or lo r Lessee on the leased pre mises hereunder. or that may arise out o f or be occas ioned by Lessee's breach o f any of the terms o r 
provis ions o f this Agreement. or by any other neg ligent or strictly liab le act or omission o f Lessee. Fun hcr. Lessee hereby agrees to be liable lor. 
exonerate. indemnify. defend and ho ld harmless the . tate o f Texas and the o wner o f the soi l. their ollicers. employees and agents. their successors or 
assig n . against any and a ll claims. liabil ities. losses. damages. actions. personal injur} (inc luding death ). cost and expenses. or other harm lo r" hich 
reco very o f dam ages is ought. under any theory includ ing tort. contracL o r strict liabilit). including aHome)s' fees and other legal expenses. 
includ ing those related 10 en iron mental ha.£ards. on the leased premises or in any \\ a) related to Le!>sce's fail ure to com pi) "ith an) and a ll 
environmental Jaws: those aris ing from or in any wa) related to Lessee's operations or an) other o f Lessee's activities on the leased premises: those 
aris ing from Lessee's use of the ~urface of the leased premises: and those that rna) arise out o f o r be occasioned b) Lessee's breach of an) of the 
terms or provis ions o f this Agreement o r ;my other act or omissio n o r Lessee. its directors. o lliccrs. cmplo) ees. pan ncrs. agents. contractors. 
subcontractors. guests. invitees. and the ir respecti ve successors and assigns. Each assignee o f thi s AgrccmcnL or an interest therein. agrees to be 
liable fo r. exonerate. indemnify. delc nd and ho ld harmless the State o f rexas and the owner of the soil. their oiiiccrs. employees. and agents in the 
same manner provided above in connection \vith the activities o f Lessee. its o llicers. employees. and agents as described abO\ c. EXC EPT A 
OTHERWISE EXPR ESSLY LIMITED HER EIN, ALL OF T H E IN DEMNITY OBLIGATION ANO\OR LIABILIT IES l ED 

NDER T HE TERMS OF T HIS AG REEMENT HA LL BE WITHO T LIMITS AN D W IT HO T REGA RD TO T H E A E O R 
A SE THER EOF (EXCL DING PRE-EXI T ING CO DIT IO ) , T RI T LIABILITY. O R T HE EGLIGE C E OF Aa Y PARTY 

O R PARTIES ( INCL DI NG HIE EGLIGE E OF THE INDE l1 IFI ED PARTY). W HETHER C H , EGLIGEN E BE OLE. 
JO INT . CONC RRENT . A T l E, OR P I E. 

36. 1-. VJRO ME TAL IIAZ/\RD. . l.c~sec shall u~e the h ighest degree of care and all rea.~onablc '<tli:guards l<l pro.:,cnt 
contamination or pollution u f ;m~ en' iron mental med ium. mcluding sUI I. -.ur lace \\atcr:-.. g round\\ato.:r. ~edimenl~. and ~u rface or -.ut"urlacc -. trata. 
ambient air or any other ..:n ' ironmen tal medium in. o n. or under the Jo.:a~ed premi-...:~. b~ an) \\ astc. pollula111. ur contaminant. I o.:-.,o.:e -.hall IIlii hring 
or permit to remain on the k ased premises any a~bi!~Hls containing matenal-. . ..:'plo~i,o.:s. to, ic matcnab. or -.ubstance~ r..:gulatcd ;L-. hatardou~ •• • • ! 
"a~t..: .... hatardous mat..:ria ls. huardous -.uh-.tanco.:.., (a-. the t..:m1 "l la/ardou.., <.;ub-.tano.:e" is dclincd 111 the <:umpro.:h..:n~h ..: I " ' tronma.:ntal R..:-.pon-...:. •• 
Compo.:n~ation and l.iabilit) \ a.: t (C I RCJ.,\ ) . .J2 l l <.; l". \o.:ctions 960 1. ..:1 -.o.:q. ). or ln" o.: -.u b -. tancc~ under an) 1\:deral. \tate. ur local Ia" or regulation • 
t" l hvardous :vlat..:rial s" ). e'cepl ord inar: products communi~ u~ed in conncctlnn "11h nil and gas ..:'plnmtinn and de' clnpmo.:nt u pl!ration" and -.wro.:d : •• •! • 
in the u-.ual manner and 4ua111ities. LESSEE'S V IOL T IO OF T il E FO R EGOING PRO III BIT ION . 11.\ LL ON T ITlTE A \I ,\ T ERIA I. • 
BREAC H AND DEFA ULT II ERE NDE R Aa D LE SEE HALL IN DDI NIFY. HOLD IIA R;\IL E .\ :'liD DEFE"'D T il E , T \ T E OF .••.•. 
fEXAS AND T il E O W NER OF TI-lE . O IL FRO 1 A~D \ GA I:'IIST .\ ~\ CLAla\1 . DA ,\I AGES . . ll ' OC \I F:. T .. P£.\ALTIES. •• • 
LIABILITIE . ,\ , D CO T (INCLCD I G R EA ONABLE ATTOR.'IIE) ' FEE .-\ . D C O l ' RT CO 'T ) C .-\ l 1SEO B\ OR AR IS I"'C • 
OUT OF ( I) A VIOLATION OF TI-lE FOREGO ING PROHIBITION O R (II) THE PRE ENCE. R ELE.\ E. O R 0 1 PO. i\L OF \ 'i \ : ••• :. 
H ZARDOlJS \1ATERIAL 0 , L~DER. O R ,\BO lT THE LEA ED PRE \11 E Dl RI"'G L L . EE' OCCl P.\.\ \ O R C O \ T ROL • 
OF T il E LEA ED PRD II E . LE EE , IIALL CLEA~ l P. RE \10\' E, R D IE DY \~D REP.\IR \ ~ \ O IL O R G ROl 'iD \\ \ T f. R : ••• :. 
CO'iT.\\II~ATION A~D OA\IAGE C.-\l . ED B\ ril E PRE E.'iC E O R RELEA E OF \\\ 11.\ .l.\RDOL \1.\TERIA L 1\ . 0 \ . • 
l \O ER. O R \BOLT ril E LEA ED P RDII E DLRI~G Lf.SSEE' OCCl PA.\C\ O F filE I. E \ ' F. D PR F. \II~ES I"\ 
C ON FOR;\IANCE \ IT II T il E R EQL IRE;\I E:'IIT, OF .\PPLIC.\B LE LA\ . T ill I\ DE\1.\IFI C.\ T JO;>. ,\.\ 0 \ S, t \I PTIO \ S ll \ LL 
\PPLY. Bl1T I OT LI;\IITE D TO. LIABILIT)' FOR RESI'O.\ . E ACTIO.\ . l ~DERT.\1-. E. Pl RSif "TarW ~ ~rR .,. \ O R \\\ 

'<-or 
.._.;:-~-v ~or~ f 
':: ~ ~) Ongrnal fiiP.rl tn 

~~ '!, Reeves County 
s co-:l Clerks Offtce 
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OTII ER .ENVIRONMENTAL LAW OR REGULATION. LE EE HALL IM I EDIATELY G IVE THE TATE OF TEXA AND THE 
OWNER OF TilE SOIL WRITTEN NOTICE OF A Y BR EiACH OR PECTED BREACH OF T ill PARAGRAPH, PON 
LE R INC OF HIE PRESENCE OF ANY IIAZA RDO S MATERIAL , OR PON RECEI VING A OTICE FROM ANY 
CO ERNMENTAL AGENCY PERTAIN ING TO liAZARDO S MATERIALS WHICH MAY AFFECT THE LEA ED PRE IISES. 
THE OBLIGATIONS OF LESSEE 1-IEREUNDER HALL RVIVE THE EXPIRATION OR EARLI ER TERMINATION. FOR ANY 
REA ON. OF TH IS ACRE EM ENT. 

37. APPI.ICA13LE LAW. Ill is lease is issued under the provisions of rcxas atural Resources Code 52.171 through 52.190. 
common I) knO\\n as the Relinquishment Acl. and other applicable statutes and amendments thereto. and if any pro\ ision in this lease docs not 
conlonn to these ~tatutes. the statutes wi ll prevail over any nonconforming lease provisions. 

38. EXECUTION. rhis oil and gas lease must be signed and acknowledged by the Lessee bdorc it is tiled of rccnrd in the county 
records and in the General Land Ollice of the State of rexas. Once the liling rcquin:ments lound in Paragraph 39 of this lease have been satistkd. 
the etlcctive date of this lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapter 9 or the l'exas Business and Commerce Code. this lease must be tiled or record in the 
utlice or the County Clerk in any county in \\hich all or any part or th..: leased premises is located. and c..:rtilied copi..:s thereof must be liled in the 
Generall.and Olllce. 'lllis l..:ase is not eiTecti ve until a certified cop) of this lease (which is mad..: and certi lied by the Count) Clerk from his records) 
is li lcd in the G..:neral Land Oflice in accordance with Texas atural Resources Code 52. 183. Additionally. this lease shall not be binding upon the 
State unless it recites the actual and true consideration paid or promi~ed fo r ..:xecution of this lca.-;e. llle bonus due the State and the prescribed li ling 
fee shall accompany such certified copy to the Geneml Land Ollice. 

LES EE: 

TATE OFTEXA 

DArE: <fJb -.!~ 
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-STATEOF IL<i.Ji/) I 

COUNTY OF((Ati, vWt-t..lJ 

This instrument was acknowledged before me on this ),;2 ~ day of :Tu/'1...& , 10 II , by Marga ret s. 
Shockley, Trustee of the Margaret S. Shockley Trust. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

Aut~;(~ 
Notary Public 

Notary's Seal: 

)'~"' 

PAT C. JOHNSON 
Norary Public. Stare of Texas 

My Comm•sslon Explfes 
February 09, 2012 

\ 1\ 

T his instrument was acknowledged before me on this I day of 
\ 1 P)l\d·Hl ht'C..-'1 , as V ,~rtt..\- l1...-j:_ and on behalf of Energen Resources Corporation 

___.A'-!"'--'.'--o.....'-_'1+---' 1011, by 
I 

\ 'v\t-.)L...... 

Notary Public 

'"''' 
-1\ULIF;:-c-

Notary's Seal: 

~ 
I l 

- 9-

/I 

True and Correct 
copy of 

Original filed 1n 
Reeves County 

Clerks Office 

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

• 
• • •••••• • 
• • •••••• • 
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Attached to and made apart hereof that certain Oil and Gas Lease dated April 26, 2011 by and 
between Margaret S. Shockley, Trustee of the Margaret S. Shockley Trust and Chalfant 

Properties, Inc. 

EXHIBIT "A" 

DELAY RENTAL ADDENDUM 

Addendum to Paragraph Three - DELAY RENTALS 

40. Rentals in the amount of $13.33 for years two and three of this lease have been 
prepaid, and are included in the bonus amount of $1500.00 per acre in Paragraph 1 of t he lease. 
One half (1/2) of this amount has been paid to the Lessor and one half(1/2) has been paid to the 
State of Texas. Rental for the fourth year in the amount of $7,998.00 has not been paid and if 
the fourth year rental is not paid then this lease w ill expire if no well has been commenced per 
the provisions of Paragraph 3. DELAY RENTALS. One half (1/2) of the fourth year rental will be 
paid to the Lessor and one half (1/2) will be paid to the State of Texas. Rental for the fifth year 
is included in the fourth year rental and if the fourth year rental is paid then no additional 
rentals are due under this lease. 

True and Correct 
copy of 

Original filed 1n 
Reeves County 
Clerks Off1ce 

••• • • • •• 
• 

• • ....... 
• 
• • • • • • •• • 

• 
• • •••••• • 
• • ..... ,. 
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March 12, 20 12 

Ken Gray 
Energen Resources 
3300 North A St. Building 4 
Suite 100 
Midland, Texas 79705 

Re: State Lease MF 112939 

Dear Mr. Gray: 

ERAL LA~~ D OFFliCE 
JERRY PATTERSO 1

, COMMISSIO ER 

RAL lease dated 01121/11 recorded Bk. 88 1, Pg. 141 
Brennand Energy Ltd., agent for State of Texas, Lessor 
covering 106.67 net ac. E/2 Sec. 44, Blk. 57, T-2 T &PRY 
Co. Survey, Reeves Co, TX 

The General Land Office is in receipt of the lease referenced above. The face of the recorded lease 
states a bonus per acre of $1 ,020 and a bonus to the State of $$54,401.70 when in fact the bonus per 
acre is $1,500 and the bonus to the State should be $80,002.50. 

The Texas Natural Resources Code states in Section 52.184, "No Lease executed under this 
subchapter after September 1 7, 1939, is binding on the state unless it recites the actual and true 
consideration paid or promised. " You can accomplish this requirement by having an amendment 
to the lease recorded stating the true consideration or you can release this lease and have a new one 
executed. 

In addition, we have not received the bonus payment of$80,002.50 for this lease. We will need this 
in order to give you final approval. Please forward payment and an amendment as soon as possible 
and reference the file number above on all con·espondence. 

If you have any questions feel free to contact me. 

Sincerely yours, 

--D~~-
Drew Reid 
Mineral Leasing, Energy sources 
512-475-1534 
drew. rei d@gl o. texas. gov 

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4CLO 

www.glo.state. tx. us 



0 z 
Q) 

·-u.. 



ENERGEN 
RE S O U R C E S 

April 10, 2012 

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

Re: State Lease M F 112939 
RAL Lease dated 1/21/11 between State of Texas, Brennand Energy Ltd ., Agent, 
and Energen Resources Corporation 

Dear Drew: 

This letter is in response t o your letter dated March 12, 2012 to Ken Gray of this office rega rding State 
Lease MF 112939 which covers 106.67 net acres in the E2 Section 44, Block 57, T2, T&P RR Co. Survey, 
Reeves County TX. I enclose a copy of the executed and certified lease for this property which shows a 
bonus of $1,020.00 per acre with a tota l amount due to the State of Texas of $54,401.70. Energen 
Resources Corporation's check #366110 in the amount of $54,401.70 to the State of Texas cleared on 
March 22, 2011. 

We are unaware of any changes to the bonus amount due for this lease and have no documentation 
that the lease is incorrect. If you have any further documentation regarding this transaction, please 
forward it to me as soon as possible. 

If you have any questions or comments, I can be reached at 432.687.0753. 

Very truly yours, 

~~,s 
Area Landman 

CC/mm 
Enclosures 

•••• • •••• 
• . . 

:····· 
•• • • • • • •• 

• . . 
:····· . .. . 
• • • • •• 

Energen Resources Corporation. an Energen Company 3300 North "A" Street Building 4. SUite 100. Midland. Texas 79705 (432) 687-1155 
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Drew Reid- FW: Bonus Check 

From: 
To: 
Date: 
Subject: 
CC: 

Drew, 

Ken Gray <Ken.Gray@energen.com> 
'Drew Reid' <Drew.Reid@GLO.STATE.TX.US> 
5/11120 12 2:45 PM 
FW: Bonus Check 
Chri s Curry <Chri s.Curry@energen.com> 

I need to go back and check on my correspondence with Brennand. I believe that we made a trade on the 
Brennand acreage long before the other leases taken and that is why the bonus were not the same. Anyway 
that is my recollection . We have nothing in our file to show that the bonus paid was not the correct amount. 
I'm sure we can get it sorted out. Thanks for your patience in this matter. 

Kenneth H. Gray 
District Land Manager 
Energen Resources Corporation 

3300 North "A" Street, Building 4, 
Suite 100, Midland, Texas 79705 
ken.gray@energen.com 
432-687-0753 (0) 
432-557-5611 (C) 

From: Chris Curry 
Sent: Friday, May 11, 2012 2:26 PM 
To: Ken Gray 
Subject: FW: Bonus Check 

Ken, 

I believe you took this information with you, but I wanted you to have a draft of the original email from Drew 
Re id. 

Thanks, 

Chris 

From: Drew Reid [mailto:Drew.Reid@GLO.STATE.TX.US] 
Sent: Thursday, April 19, 2012 11:21 AM 
To: Chris Curry 
Subject: Re: Bonus Check 

2 

file://C:\Documents and Setting ... 2 511 I /2012 
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I have found the check and correspondence on the Brennand Energy, LTD. lease. The check number 
is #366110, in the amount of $54,401.70, representing the States share of the bonus payment based on 
$1020.00 per ac. bonus. The Brennand lease was not approved at $1020.00 per ac., it was approved for 
$1500.00 per ac. This is reflected in the other four leases you have in MF-112939, being the Self Children 
Management Tr., the Henke Pet Corp, the Margaret S. Shockley Tr. and the Jo Ann Shaw Barber Tr. MF-112939 
covers the E/2 of Sec. 44, Blk. 57 T-2 in Reeves Co. Energen Res. owes the State an add itional $25,600.80 in 
bonus for the Brennand Energy lease, along with all the fee's for MF-112939, $100.00 processing fee and 
$125.00 in filing fee's. You will also need to amend the Brennand lease to reflect the correct bonus amounts. If 
you have questions please call me at 512-475-1534. 

Thanks, Drew 

>>> Chris Curry <Chris.Curry@energen.com> 4/ 18/ 2012 4:12PM >>> 
Drew, 

Please review to see if this is the check you were looking for. 

Also, I have a note that says "send Drew an email asking for a brief synopsis of the Bernard situation"? 

I've been so busy lately, I honestly can't remember what the "Bernard situation" is exactly, but if you could 
help me out here, I would greatly appreciate it. 

Thanks, 

Chris 

Chris Curry 
District Landman, CPL 

Energen Resources Corporation 
3300 North "A" Street Building 4, Suite 100 
Midland, Texas 79705 
Office: 432-818-1731, Fax: 432-687-1796, Cell: 432-813-6576 
email: chris.curry@energen.com 

file ://C:\Oocuments and Setting ... 2 5111 /2012 





TEXAS 

February 11, 2013 

Ken Gray 
Energen Resources 
3300 North A St., Bldg. 4 
Suite 100 
Midland, Texas 79705 

Re: State Lease MF 112939A 

Dear Mr. Gray: 

GENERAL LAND OFF KCE 
jERRY PATTERSO J , COMMISSIONER 

RAL lease covering 320 ac., Sec. 44, Bile 57, T &P Ry Co. 
Survey, Reeves Co, TX, Brennand Energy Ltd., agent for 
State ofTX, Lessor 

The General Land Office is in receipt ofthe certified copy of the referenced lease together with a 
payment for $54,401.70.00 as the State's one-halfofthe bonus consideration. However, the bonus 
consideration due to the State for this lease is $80,002.50. Your remittance is short in the amount of 
$25,600.80. 

I am including a copy of an email from May 11, 2012 where this was discussed. You had stated 
that you would look into the matter and get back with me. As oftoday's date I have not bad any 
response. 

If you have any questions feel free to contact me. 

Sincerely yours, 

~~~: 
Drew Reid 
Minerai Leasing, Energy esources 
512-475-1 534 
drew .reid@gl o. texas. gov 

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.srate.tx.us 
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

THIS PAYMENT IS MADE IN A MANN~~ Tf6 ~g~t~~MRfJ~~~ i~WMRlg~~~~~~~~~J'~JN~O~E~~~~~~ f1 WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ ~~~~~~~4M 8 6 3 0 
ENERGEN RESOURCES CORPORATION 

SHUT IN RECEIPT Page 1 of 1 

605 Richard Amngton Blvd North 
DATE 03/03/2014 NO. 33693 B1rm1ngham, Alabama 35203-2707 

Telephone (205) 326·8139 ... LEASE RECORDS ACCOUNT I RENTAL PERIOD • •• COUNTY STATE RECORDEO.BOOK PAGE DATE OF LEASE MONTHS FROM TO 

• 04/26/11 04/26/14 04 / 26 / 15 •• •: REEVES TEXAS 887-429 12 
• 

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

: . • I • TX430352 - 09R MARGARET SHOCKLEY TR ST OF TX $3,999.00 

PAY TO THE STATE OF TEXAS RECEIVED ON 12.3&f. 2fLi!l_ 
eQRDEROF 

COMMISSIONER OF THE GENERAL LAND OFFICE 
THE AMOUNT SHO..zz:..OVE 

y~ \o-t.z --r.k &4J • • 1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701 -1495 

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

TO BE CREDITED TO 

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

TRACT 
53220 
T&PRR A-2458 57 T2S 44 

y NAME OF BANKtCORPORATION OR INDIVIDUAL 

BY 

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

RENTAL AMOUNT BANK 

X $3 , 999 . 00 

J ~ ( 

RENTAL PAYMENl 
4-l:b.~r . 

® 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 



•• 
•• • 

• . 

•• • 
~ 

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

THIS PAYMENT IS MADE IN A MANN~~ Tf6 ~8~ft~lM~~~ t~WMRSEg~~~~~~~~~J>~JN~O~E~~~~~J +~ WHEREIN YOU ARE NAMED DEPOSITORY 

WHEN SIGNED, PLEASE MAIL TO: RENTAL RECEIPT/ Wells Farg~ 4 4v{J 8 6 3 0 
SHUT IN RECEIPT BIRMINGH A B . 

ENERGEN RESOURCES CORPORATION Page 1 or 1 

.. 605 Richard Amngton Blvd North 
NO. 33693 Birmingham, Alabama 35203·2707 DATE 03/03/2014 

Telephone (205) 326-8139 

•• LEASE RECORDS ACCOUNT I RENTAL PERIOD 

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

• •: REEVES TEXAS 887-429 04/26/11 12 04/26/14 0 4 / 26 / 15 

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

• • TX430352 -09R !MARGARET SHOCKLEY TR ST OF 

PAY TO THE STATE OF TEXAS 
~DEROF 

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

STEPHEN F AUSTIN BUILDING 
AUSTIN, TX 78701-1495 

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

TO BE CREDITED TO 

ENERGEN RESOURCES CO • • DELAY RENTALS •• 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 787 0 1-149 5 

TRACT 
53220 
T&PRR A-2458 57 T2S 44 

TX $3,999.00 

RECEIVED 0 "' 2Q.___ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK. CORPORATION OR INDNIDUAL 

BY 

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

RENTAL AMOUNT BANK 

X $3.999.00 

J d- ( 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 

EN~RGE:=:::::::=::~~:~~::::::::@;t•l•l:l•l ·!:l •l3•1: •r·!l:~~.\lll§ei4•::~~~::::~·Sii!;I~~3~:.Bij:t#•);li:4:iD 8 6 J 6 
605 Richard Arrington Blvd North BIRMINGHAM, ALABAMA 
Birmingham. Alabama 35203-2707 
Telephone (205) 326-8139 

LEASE RECORDS ACCOUNT 

COUNTY STATE RECORDED-BOOK PAGE DATE OF LEASE 

REEVES TEXAS 887-429 04/26 / 11 
LEASE NUMBER I ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

TX430352-09R !MARGARET SHOCKLEY TR ST 

EXAC~~~~3, 999dols00cts 
PAY TO THE 
ORDER OF 

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

11 1 0 3 3 b g 3111 

OF TX 

DATE· 03/03/2014 

I RENTAl PERIOD 

MONTHS FROM TO 

12 04 / 26/14 04/26/15 
I PAY EXACTLY 

I $3,999.00 



· ENERGEN 
RESO U R C ES 

March 5, 2014 

State of Texas 
Commissioner of the General Land Office 
ATI: LINDA PRICE 
1700 North Congress Avenue 
Stephen F Austin Building 
Austin, TX 78701-1436 

RE: 

Please find enclosed the rental payments due under the terms of the oil and gas leases 
identified below for the month of April 2014. 

FileNo. 

TX430352-09R if-112692 
TX430405-00R M-112431 
TX430406-00R M-112471 
TX430407-00R M-112472 
TX430408-00R M-112473 
TX430409-00R M-1 12474 
TX43041 1-00R M-1 12476 
TX430412-00R M-11 2458 
TX430413-00R M-112461 
TX430414-00R M-112462 
TX43041 5-00R M-1 12463 
TX430416-00R M-112481 
TX430417-00R M-112455 
TX430418-00R M-112456 
TX430419-00R M-112457 
TX430420-00R M-112459 
TX430421-00R M-112460 
TX430422-00R M-112465 
TX430423-00R M-112464 
TX430424-00R M-112466 
TX430425-00R M-112467 
TX430426-00R M-112468 

Amount 

$3999.00 
$185,000.00 
$299,999.00 
$411,000.00 
$160,000.00 
$600,000.00 
$640,000.00 
$160,000.00 
$640,000.00 / 
$240,000.00 
$240,000.00 
$320,000.00 
$640,000.00 ~ 
$640 000.00 
$320,000.00 
$640,000.00 -:::. 
$640,000.00 
$540,000.00 
$560,000.00 
$640,000.00 / 
$640,000.00 / 
$640,000.00 / 

Due Date 

.f-2 - 1-+ 
4-05-14 
4-05-14 
4-05-14 
4-05-14 
4-05- 14 
4-05-14 
4-05-14 
4-05- 14 
4-05- 14 
4-05-14 
4-05-14 
4-05-14 
4-05-14 
4-05-14 
4-05-14 
4-05-14 
4-05-1 4 
4-05-14 
4-05-14 
4-05-14 
4-05-14 

CHECK # 

33693 
33695 
33696 
33697 
33698 
33699 
33700 
33701 
33702 
33703 
33704 
33705 
33706 
33707 
33708 
33709 
33710 
33711 
33712 
33713 
33714 
33715 

Energen Resources Corporation, an Energen Company 605 Richard Arnngton, Jr. Boulevard North, Birm1ngham, AL 35203-2707 205.3262710 



~ 

OC' 
0 

CC() 

- c. 

(.0 
c 0 

c 

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

Thank you for your consideration in this matter. 

Yours truly, 

Energen Resources Corporation 

~ 
Cathy Cart tt 
Lease Analyst IV 
Alabama-Texas Properties 
205-326-4373 
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PAYMENT IS MADE UNDER INSTRUMENT DESCRIBED BELOW, PLEASE DEPOSIT AMOUNT OF CHECK TO THE CREDIT OF PARTY OR PARTIES NAMED 

;'hiS P~YMENT IS MADE IN A MANN~~T-R, ~g~ttRMR.fJ~~~ WWJl2~~~~~~~~~~J',.WN~ORUE~~~~~J+1 WHEREIN YOU ARE NAMED DEPOSITORY 

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

SHUT IN RECEIPT BIRMINGHAM ALABAMA 
ENERGEN RESOURCES CORPORATION Page 1 ol 1 

. 605 R1chard Amngton Blvd North 
B1rmingham, Alabama 35203-2707 DATE 07/0212014 NO. 33854 
Telephone (205) 326·8139 

LEASE RECORDS ACCOUNT I RENTAL PERIOD 

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

REEVES TEXAS 901-688 08 / 03 / 11 12 08 / 03 / 14 08 / 03 / 15 

LEASE NUMBER ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER I PAYEXACnY 

TX430352-11R JOANN SHAW BARBER TR ST OF 

PAY TO THE STATE OF TEXAS 
ORDER OF 

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

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

TO BE CREDITED TO 

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

TRACT 
53220 
T&PRR A-2458 57 T2S 44 

• • ••• • • • • 

LAND OFFICE 

RENTAL PAYMENT 
J.j-1-!1 'P ,51'!:1. '1 r· 

@) 
• •• • •• • ••• • • • • • • • • • • • • •• • • • •• •• • • • ••• 

TX I $3,999.00 

RECEIVED OP>J 2Q__ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK, CORPORATION OR INDIVIDUAL 

BY 

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

RENTAL AMOUNT BANK 

$3,999.00 

1471531~ 

PI I"A.C:I" nFTAI:H THIS PORTION BEFORE DEPOSITING THIS CHECK 



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

. ' THIS r'AYMENT IS MADE IN A MANN~~TfO ~8~t~~MRfJ~~ ~~WMRlg~~~~~~~~J,_~JN~O~E~~~~~~ +6 WHEREIN YOU ARE NAMED DEPOSITORY 

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

SHUT IN RECEIPT BIRMINGHAM, ALABAMA 
ENERGEN RESOURCES CORPORATION Page 1 of 1 

605 Richard A rrington Blvd North 
B 1rm1ngham, Alabama 35203-2707 DATE 07/02/2014 NO 33854 
Telephone (205) 326-8139 

LEASE RECORDS ACCOUNT I RENTAL PERIOD 

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

REEVES TEXAS 901-688 08/03/11 12 08/03/14 08/03/15 

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

TX430352 - 11R jJo ANN SHAW BARBER TR ST 

PAY TO THE STATE OF TEXAS 
ORDER OF 

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

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

TO BE CREDITED TO 

ENERGEN RESOURCES CO'* DELAY RENTALS • • 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1 700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN, TEXAS 7B701-1495 

TRACT 
53220 
T&PRR A-245B 57 T2S 44 

OF TX I $3,999.00 

RECEIVED 0 2Q__ 

THE AMOUNT SHOWN ABOVE 

NAME OF BANK. CORPORATION OR INDIVIDUAL 

BY 

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

RENTAL AMOUNT BANK 

$3,999.00 

••• • • • •• 
• 

• • :····· 
14 7 jj ·3·1 

• 
• • :····· 
:··· .... 

PLEASE DETACH THIS PORTION BEFORE DEPOSITING THIS CHECK 

ENERGEN RESOURCES CORPORATION 
605 Richard Arrington Blvd North 
B1rm10gham, Alabama 35203-2707 
T elephone (205) 326-8139 

COUNTY STATE 

REEVES TEXAS 
LEASE NUMBER 

LEASE RECORDS ACCOUNT 

Wells Fargo 
BIRMINGHAM, ALABAMA 

RECORDED-BOOK PAGE DATE OF LEASE 

901-688 08 /03/11 
ORIGINAL LESSOR IDENTIFICATION OR LEASE SERIAL NUMBER 

TX430352-11R JOANN SHAW BARBER TR ST OF TX 

PAY TO THE 
ORDER OF 

EXAC~~Q~3, 999dols00cts 
STATE OF TEXAS 
COMMISSIONER OF THE GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVENUE 
STEPHEN F AUSTIN BUILDING 
AUSTIN , TX 78701 -1495 

u•o 3 38 s t.. u• 

DATE- 07/02/2014 

I . 
RENTAL PERIOD 

MONTHS FROM TO 

12 08/03/14 08/03/15 
I PAY EXACTLY 

I $3,999.00 



L ENERGEN 
RESO U RCES 

July 09, 2014 

State of Texas 
Commissioner of the General Land Office 
1700 North Congress A venue 
Stephen F Austin Building 
Austin, TX 78701-1436 

RE: Rental Payment 

Please find enclosed the rental payments due under the terms of the oil and gas leases 
identified below for the month of August, 2014. 

Check No 

33852 & 33853 

33854 

FileNo. 

TX430332-01R 
111892A 

E Hayes Sieber 
St ofTX 

TX430352-11R JoAnn Shaw 
MF-112692 

Amount Due Date 

$320.0 8-03-14 

$3,999.00 8-3-14 

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

Thank you for your consideration in this matter. 

Yours truly, 

~~ 
Energen Resources Corporation 
Lease Analyst IV 
ALABAMA & TEXAS PROPERTIES 
205-326-4374 
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Energen Resources Corporation, an Energen Company 605 Richard Arrington, Jr. Boulevard North, Birmingham, AL 35203-2707 205.326.2710 






