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Tract 4: 
Section 31: '1 css the North 40 acres and the South 122.5 acres of the E/2, as described 

in Quit Claim Deed from F. W. Estill to Geo P. Hill dated 10/24/46, of record 
in Vol.l09, P. 500 Deed Records of Reeves County, Texas 

Block 56 
PSL Survey 

Gross Acres: 157.50 
Mineral Interest: .007161458 
~ et Acres: 1.1279296 

T ract 5: 
Section 44: South part 

Block 56 
PSL Survey 

Gross acres: 315.00 
Mineral Interest: .007161458 
Net Acres: , 2.255859 
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RAL REVIEW SHEET 

Traosactiln # 7494 G~t: 

Lessor: Oak Vally Minerals & Land Laasa Data: 10/3/2011 

Lassas: Energen Resources. GrossAcret 6699.25 

Nat Acrat 35.349 

lfAIE 18C.TIII 

countv ~ Basa ftl JiJ Part sec. BD:k Twp SUrvay Abst# 
REEVES 07-103243 119585 Ul 2 45 00 PUBLIC SCHOOL LAND 3655 

REEVES 07-101487 95855 Ul 40 2 00 H & G N RY CO 1996 

REEVES 07-130598 132292 Ul 19 C19 00 PUBLIC SCHOOL LAND 4331 

REEVES 07-110146 93424 Ul 30 55 05S T & PRY CO 2444 

REEVES 07-132779 131755 Ul 2 71 00 PUBLIC SCHOOL LAND 4238 

TERMIOffEREI TERMS RGII1MEJIIEI 

Pl''inarY TBI'Ill: 13 years Primary Term 13 years 

Bono'/ Acre: $1 .soo.oo 1 Bonus/Acre $1 ,500.00 

Rantal/ Acre: so.oo 1 RantaVAcre $0.00 

Royalty: 11/4 Royalty 11/4 

LBSS8B Data Term Boous/Ac. RsntaVAc. Royalty llstlllcs 

COMPAJUIMI 

Mf# 
MF111922 lr=E-ne-rg_e_n-=R-e-so- u-rc_e_s -=-c -or-po- r-at-:-io-n,--,lj 9/28/2010: Is years I $1 ,300.00 I I $1 .00 '-1/_4 _ __,1 LastLBass 

.------. II I .--1 ------. I 
~===:::=::; ;::::=:===============::=:: ~====:I ~I ::::::::; ~~II I ~===~ 

~==~ ~==========~ ~===~II II I ;:::::=======: 
..__ __ __. c_ _______ ___, L___ _ ___JII II I ~.-..-__ __, 

COnlniiJtt Paid up rentals. See attachment for tract breakdowns. 17 Ul tracts. Tracts separated by up to 30 miles. 
Ul ranges from 0.81 acres to 2.578 acres. 

Tuesday, November 08, 2011 
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FILE#: 87J4 

G~LandOflicc 
RdinquiShmcol \ct l..casc Fonn 
Revised, Sepu:mbcr 1997 

THJS AGREEMENT is made and o:ntered into this 3rd_day of October, 2011 betv.ccn the: Swe of Texas, acting by and through its agent, 
Oak Valley M ioeral aad Lud, L P of P. 0 . Do• 50820, Midlaod, Tuas 79710, said agent herein referred to as the owner of the soil (whether one 
or more), and Eaer&ea Raouces Corporatioo, lJOO Norttl "A" Sand, Buildia& • · Suju 100, Midlaod, Tuas 79705, hereinafter called Lessee. 

I . GRANTING CLAUSE. For and in considcnuion of the amounts stated bo:low and of the covenants and agn:.:ments to be paid, 
lept and performed by Lessee under this lease, the Swe of Texas acting by and through the owner of the soil, hereby grants, lc:asc:s and lets unto 
Lcssc.:, for the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building Ull\ks, stOring oil and 
building pov.er Stations, telephone lines and other S liUctures thereon, to produce, save, take care of, treat and transpOrt said products oftbe lease, the 
following lanlls s itwucd in llefta Couaty, Swe of Texas, 11>-wit: 

Ill QCK 56, !'llBU<." SCHOOL LANDS SURVEY 
Scctoon 3 1: 1:12 I= the N/40 acres and S/127.50 acn:s of E/2 
as described in Quit Claim Deed recorded 111 Volume 109, page 500, 
Deed Records of Reeves County, Texas 

Containing 157.50_ acres, more or less. The bonus consideration paid for this ICIISC is as follows: 

To the Swe ofTelUlS: Eight Hundred fony-Five & 95/100 
Dollars ($845.95) 

To the owner of the soil: Eight Hundred Forty-Fovc & 951100 
Dollars (S845.95) 

Total bonus consideration: One Thousand Six Hundred Ninety-One & 90/100 Dollars ($ 1,691.90) 

The total bonus consideration pajd represents a bonus of fifteen Hundred Dollars & no/100 
Dollars ($1 500.00) per acre. on 1. 1279296 net acre:.. 

2. TERM. Subject to the other provisions in this lease, th~ lease shall bo: for a term of Three (3) )catS from this dale (herein called 
primary term") and as loog thereafter as oil and gas, or either oftbern, is produced in paying quantities from said land. As used in ~is !case, tbe term 
"produced in paying quantities" means thai the receipts from the sale or other authorized commercial usc of the substance(s) covered exceed out of 
pocket opera1iooal expenses for the six months last past. 

3. SEE PARAGRAPH 40 ON ATTACII EO EXtii BIT "A" fOR OELAY RENTALS. lf na well is oontmenQeil an !he leased 
pR!mises an or befaAO one ( I) y- &am !lois il&lo; litis •- sMII leRidoa:e, 11&!866 on or befar<~ Slt6h &IUJivell>llf)' dalol bitiiee sMll pll)' or lenaer Ia 
ti\<1-&WfleF-oHl!d soil ar ~ kis weili1 in lloe Bank; 111 or iiS 
suesilO&aP.i (wllielt sftall eoa!Houe liB lloe &olpesi~F)' ~- of ahangt~S in !he awflersllip af said laod), tlot1 IWROunt spiK!ilieil l!ela"'; io &llililiaA; 
bass H skaU pll)' or leader 1o lite COHHlSSimi&;R OF 1111> G6~16RAL bA}IO OFFICI> OF 1lll> su;n; OF TI>XAS, AT ... US1l~l . TeXAS, 8 
liMH>uoR en or befaAO said dale. P8)'RJeRIS Ul\der !his p~e liB 8 renl&lanil shall Qa"er ~il pfivililge afiler.tffing !he eooJo-lk!meRI 
afa Y•ell fa• aae (I) y-lfam said illlw. PII)'IR8RIS Wider !his~~~ sftall be iA llle faUa"'ing IIRI9LtRIS: 

+e lhea· 'Rer of lite soil; 

Dellilru <' 
Qei!Mi(' 

Dellals <' 
In a lilo.e manner ana upon like fMI)'IflOBIS Qf looilem -..ally, IIJe eaiJifii.RGOIRORI of II ""ell Rill)' be lilFthor aefeffilll fa• 611~61165i . e poria as of one ( I) 
) olaf eaeh illlf'iog IIJe pfimaf)'"""" All I"')IRiiiiiS Oflilllilow:> afA!RIOII ~ IIJe a "'M af llla sail Rill)' lloo lllllilo b) Gltillk ar siglll ~ ef bitiied, or llll)' 
&S6igRee efiiJis 1-, l!lld IRII)' lie iWihwd eo or llooferelite A!RI&l paying ll.alo. If the llank ae&igl\llloMI iR litis piiAI&Aijlll (a• il!i SYeiwsar ~lank) slooula 
oefl5e ta eod!il, Sli!ipead biiSioao&, liqYiil&lo; !Mil Of be SYseeedeil by l!llalller ~ ar fer lillY AIII58R lilil af r.of....., ~ asoi!pl RIA!al; bess~d 6hall oat lie 
kelil iR ilefallh fer fai iiiAI ~ IBIIke Slt6h fMI)'fllollll!i ar ~lillhilty (30) days oillM lh• a \'BIIf ~I sftall ileliver ~ bessee 11 propilf 
ri!OaFilllille iB!iiAtHiilllllliiiBiflg 11)&811laF IJaak iiS &gillll ~ A108iVe 51100 fMI)'IRiiiiiS Of leftQeFS. 

4. PRODUCTION ROYAL 11ES. Upon production of oil and/or gas, Lessee agrees to pay or cause to bo: paid one-half ( 112) of the 
royalty provided for in this lease to the Commission.:r oftbc Gcncnll Land Office o ftbc Stale of Texas, at Austin, Texas, and one-haJC( I/2) of sucb 
royalty to the owner of )he soil: 

(A) OIL. Royalty payable on oil, which is d~fincd as including all hydrocarbons produced in a liquid fonn 111 th~ mouth of tho well 
w1d also as al l condensllle, distillau:, and o ther liquid hydrocarbons recovered from oil or giiS run through a sepanuor or o ther equipment, as 
hereinafter provided, shall be o.e-fourtll (1/•l.b) part oftbe gross production or tbe o:nartct value thereof, 111 the option oftbc owner of the soil or the 
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Commissi!>ner of the General Land Office. such value to be detennined by I) the highest posted price, plus premium. if any, offered or paid for o il . 
condensate. distillate:. or other liquid hydrocartxms. 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 thereo f. 
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 adCijuate oil and gas separator of conventional type. or other equipment at least as efficienL so that a ll liquid 
hydrocarbons =overable from the gas by such means will be recovered. The requirement that such gas be run through a separator or o ther 
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 oae-fourtb ( l /4tb) pan of the gross production or 
t.he 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 s ixty (60) degrees Fahrenheit. correction to be made for pres.<urc 
according to Boyle's Law, and for specific gravity according 10 tests made by the Balance Method or by the most approved method of tes ting 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 ( l /4th) pan of the residue gas and the liquid hydrocarbons extracted or the rnarlcet 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 ( 1 000.4) of the 
total plant production of residue gas attributable to gas produced from this lease. and on fifty percent (50".4). or that percent accruing to Lessee. 
whichever is the greater. of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid 
hydrocarbons arc recovered from gas processed in a plant in which Lessee (or its parent. subsidiary or affiliate) owns an interest. then the percentage 
applicable to liquid hydrocarbons shall be fifty percent (50"/o) or the highest percent accruing to a third pany processing gas through such plant under 
a processing agreement negotiated at arm's length (or if there is no such third pany, 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 ) 
the highest market price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area. or 2) the gross price paid or 
offered for such residue gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons). whichever is the greater. 
In no event, however, shall the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been 
processed. 

(D) OTIIER 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 
(J/41h) pan of the gross production of such products, or the rnarlcet value thereof. at the opcion of the owner of the soil or the Commissioner of the 
General Land O!fice, such rnarlcel value to be delennined as follows: 1) on the basis of the highest market price of each product for the same month 
in which such product is produced. or 2) on the basis of the average gross sale price of each producl for the same month in which such products are 
produced; whichever is the greater. 

5. MINIMUM ROYAL TV. During any year after the expiration of the primary tcnn 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 10 the total annual delay rental herein provided: 
otherwise. !here 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 nol specify a delay rental amount then for 
the purposes of this paragraph. lhe delay rental amount shall be one dollar (S 1.00) per acre. 

6. ROYAL TV IN KINO. Nolwithstanding any Olher provision in this lease. ar 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 nolice lo the holder of the lease. 
require that the paymenl of any royallies accruing 10 such royally 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 obligations. whether express or implied, under this lease. 

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

8. PLANT FUEL AND REC YCLED GAS. No royalty shall be payable on any gas as may represent this lease's proponionate share 
of any fuel used to process gas produced hereunder in any processing plant Notwithstanding any other provision of this lease. and subject to the 
written consent of the owner of the soil and the Commissioner of t.he General Land Office, Lessee may recycle gas for gas lift purposes on the leased 
premises or for injection into any oil or gas producing fonnalio n underlying the leased premises after the liquid hydrocarbons contained in the gas 
have been removed; no royalties shall be payable on the recycled gas unt il it is produced and sold or used by Lessee in a manner which entitles the 
royally owners to a royalty under this lease. 

9. ROYAL TV PAYMENTS AND REPORTS. All royall ies nol taken in kind shall be paid to the Commissioner of the General 
Land Office at Austin. Texas. in the follywing manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that 
royalty on oil is due and must be received in the General Land Office on or before the 5th day of lhe second month succeeding the month of 
production. and royalty on gas is due and musl be received in !he General Land Office on or before the I 5th day of the second month succeeding the 
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month of production. accompanied by lhe affidavit of the owner. manager or other aulhorized agent. completed in the form and manner prescribed by 
the General Ulnd Office and showing !he gross amount and disposition of all oil and gas produced and !he market value of !he oil and gas. together 
wilh a copy of all documents, records or repons confirming !he gross production, disposition and martec value including gas meter readings. pipeline 
receipts. gas line receipts and other checks or memoranda of amount produced and pul into pipelines. tanks, or pools and gas lines or gas storage, and 
any other repons or records which the General Land Office may require 10 verify the gross production, disposition and market value. In all cases the 
authority of a manager or agent to ace for the Lessee herein muse be filed iu !he Gcnenll Land Office. Each royalty paymem shall be accompanied by 
a check scub. schedule. summary or olhcr remittance advice showing by !he assigned General Land Office lease number !he amount of royally 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 S"'o on 
the royally or S2S.OO. whichever is greater. A royally payment which is over thirty (30) days late shall accrue a penalry of 10"/o of che royalry due or 
$25.00 whichever is greaccr. In addition to a penally. 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 supponing documents which are not filed when due shall incur a penalty in an amount sec by 
the General Land Office administrative rule which is effective on the date when the affidavits or supponing 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 !he delinquency penalty 
shall in no way operate to prohibit the Suue's right of forfeiture as provided by law nor a.ct to postpOne the date on which royalties were originally 
due. The above penalty provisions shall noc apply in cases of title dispute as to the Suue's ponion of the royal ty or to !hat ponion of the royalty in 
dispute as to fair market value. 

10. (A) RESERVES. CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General 
Land Office wilh its best possible estimate of oil and gas reserves underlying !his lease or allocable co !his lease and shall fum ish said Commissioner 
with copies of all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contniCts within thirty (30) 
days after entering into or making such contracts. agreements or amendments. Such conlraCIS 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 penaining to 
the production. cransporuuion, sale and marketing of !he oil and gas produced on said premises, including !he books and accoun_!S. receipts and 
discharges of all wells. tanks, pools. meters, and pipelines shall at all times be subject co inspection and examination by the Corruvissioner of the 
General Land Office, !he Auomey General, !he Governor. or the represenuuive of any of !hem. 

(B) PERMITS. DRILLING RECORDS. Wncten notice of all operations on this lease shall be submitted co the Commissioner of 
!he General Land Office by Lessee: or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment 
of any well or wells. Such wriuen notice 10 lhe Genera.l Land Office shall include copies of Railroad Commission forms for application to drill. 
Copies of well cescs, completion repons and plugging repons shall be supplied co !he General Land Office at the time they are filed wilh the Texas 
Railroad Commission. All applications, permits, repons or ocher filings that reference !his lease or any specific well on the leased premises and that 
are submitted to the Texas Railroad Commission or any other governmencaJ agency shall include !he word ·suue· in the cicle. Additionally. in 
accordance with Rai lroad Commiss ion rules, any signage on the leased premises for the purpose of identifying wells. tank baneries or other 
associated improvements co the land muse also include the word "Suue." Lessee shall supply the General Land. Office with any records. memoranda. 
accounts. repons. cunings and cores. or other Information relative co the operation of the above described premises. which may be requested by the 
General Land Office, in addit ion to those herein expressly provided for. Lessee: shall have an e lectrical and/or radioactivity survey made on che bore­
hole section. from !he base of lhe surface casing co 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 wel l co the General Land Office within fifteen ( l S) days after the making of said surveY: 

I PENAL TIES. Lessee: shall incur a penally whenever repons, documents or other materials are not filed in the General Land 
Office when due. The penalty for late filing shall be sec by the General Land Office administrative rule which is effective on the dace when the 
mau:rials were due in the General Land Office. 

II. DRY HOLE/C ESSATION OF PRODUCTION DURING PRIMARY TERM. If. during the primary term hereof and prior to 
dbcovery 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 
disco very and actual production of oil or gas from the leased premises such production thereof should cease from any cause. !his lease shall nor 
terminate if on or before the expiration of sixry (60} days from date of completion of said dry hole or cessation of production Lessee commences 
addi tional drill ing or reworking operations !hereon, or pays or tenders the next annual delay rencaJ in !he same manner as provided in this lease. If, 
during the last year of the primary ccnn or within sixry (60) days prior lhcreco, a dry hole be completed and abandoned. or !he 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 cerm; and 
if Lessee has not resumed production in paying quantities a1 the expiration of the primary term, Lessee: may main!Jiin !his lease by conducting 
additional drilling or reworking operations pursuant co Paragraph 13, using !he expiration of the primary cerm as the date of cessation of production 
under Pardgraph 13. Should the first well or any subsequent well drilled on the above described land be complel.ed as a shut-in oil or gas well within 
the primary term he.reof. Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying dare 
following the expiration of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure co make such payment. this 
lease shall ipso facto ccrminate. If at the expiration of che primary cenn or any time thereafter a shut-in oil or gas well is located on the leased 
prcmi.ses. payments may be made in accordance with the shuc-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at !he expiration of the primary term. neither 
oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking opcr.uions thereon. this lease shall remain in force so 
long as operations on said well or for dri ll ing or reworking of any additional well are prosecuted in good faith and in workmanlike manner wichoul 
interruptions rowing more than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas. so long lhcreaflcr 
as oil and/or gas is produced in paying quantities from said land, or payment of shut-in oil or gas well royalties or compensa1ory royallies is made as 
provided in this lease. 

I 

13. CESSATION, DRILLING, AND REWORKfNG. If, after the expiration of the primary cenn. production of oil or gas from the 
leased premises, after once ob!Jiincd. should cease from any cause. this lease shall nottaminau: if Lessee commences additional drilling or reworking 
operations within sixry (60) days after such cessation. and this lease shall remain in full force and c:ffecc for so long as such operations continue in 
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good faith and in worlmlanlike manner without interruptions IOillling more than sixty (60) days. If such drilling or reworkong operations resuh in the 
production of oil or gas. the lease shall remain in full force and cffec1 for so long as oil or gas is produced from the leased premises in paying 
quantities or payment of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If 
the drilling or reworking operations resuh in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences addotoonal 
drilling or reworking operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as 
Lessee continues drilling or reworking operations in good fa ith and in a workmanlike manner without interruptions totaling more than sixl) (60) 
days. Lessee shall give wrillen notice to the Geneml Land Office within thirty (30) days of any cessation of production . 

14. SIIUT-JN ROYAL TIES. For purposes of this parngr.oph. •well" means any "ell that has been assigned a well number b) the 
stale agency having junsdiction over the production ofoit and gas. If. at any time after the expimtion of the primary temo of a lea.«: thaL untol hcong 
shut in. was beong marntained in force and effect. a well capable of producing oil or gas in paying quantities is located on the leased premises. but 011 
or gas is not being produced for lack of suilllble production facilities or lack of a suitable mark.CL then Lessee may pay as a shut-in oil or gas royal!) 
an amount equa.l to double the annual rental provided in the lease, but not less than S 1.200 a year for each well capable of producing oil or gas on 
paying quantities. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this ~h. the delay rental amount 
shall be one dollar (S 1.00) per acre. To be effective. each init ial shut-in oil or gas royalty must be paid on or before: (I) the expiralion of the primary 
lenn. (2) 60 days after the Lessee ceases 10 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-halr(V2) 10 the Commissioner of the 
General Land Office and one-half (In) 10 the owner of the soil. If the shut-in oil or gas royalty is paid. the lease shall be considered to be a 
producing lease and the payment shall extend the 1emo of the lease for a period of one year from the end of the primary 1emo, or from the lirsl day of 
the month following the month in which production ceased. and. after that. if no suitable production facilities or suitable market for the oil or gas 
exists. Lessee may extend the lease for fo ur more successive periods of one ( I) year by paying the same amount each year on or before the expimtion 
of each shut-in year. 

IS. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royally. 
oil or gas is sold and delivered in paying quantities from a well located within one thousand ( 1,000) feet of the leased premises and completed in the 
same producing reservoir, or in any ease 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 maintaon 
the lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of 
production from the well causing the drainage or which is completed in the same producing reservoir and within one thousand ( 1.000) feel of the 
leased premises. The compensatory royalty is 10 be paid monthly, one-half ( 112) to the Commissioner of the General Land Office and one-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 premises. If the 
compensatory royalty paid in any 12-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to 
the difference within thirty (30) days from the end of the 12-month period. Compensatory roya.lty 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 10 dri ll offset wells as provided in Texas Natural Resources Code 52.173; however. at the determination of the 
Commissioner. and with the Commissioner's wrinen approval. the payment of cornpensa1ory royalties can sa1isfy the obligation to drill offset "ell~ 

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

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiralion date of the primary or extended lemo it 
shall then terminate as 10 all of the leased premises. EXCEPT ( I) 40 acres surrounding each oil well capable of producing in paying quantities and 
320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 
hereof), or a well upon which Les.o;ee 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 S2.1SI-S2.1S3. or (3) such greater or lesser number of acres as may then be 
allocated for production purposes 10 a proration unit for each such producing well under the rules and regulations of the Railroad Commission of 
Texas. or any successor agency. or other governmental authority having jurisdiction. If at any time after the effective date of the panialtemoonatoon 
provisions hereof, the applicable lield rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated 
10 said well or wells for production purposes. this lease shall thereupon terminate as to all acre&&e not thereafter allocated to said well or "'ells for 
production purposes. Notwithstanding the termination of this lease as 10 a portion of the lands covened hereby, Lessee shall nevertheless continue to 
have the right of ingress 10 and egress from the lands Slill subject to this lease for all purposes described in Paragraph I hereof. together with 
easements and right-<~f-ways for existing roads. existing pipelines and other existing facilities O<L over and across all the lands described in Paragmph 
1 hereof ("the retained lands"). for access 10 and from the retained lands and for the gathering or transportation of oil. gas and other minemls 
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 
temo it shall further temoinate as to all depths below I 00 feel below the toUll depth dri lled (hereinafter "deeper depths") in each well located on 
acreage retained in Paragraph 16(A) above. unless on or before two (2) years al\er the primary or extended term Lessee pays an amount equal to one­
half(l/2) of the bonus originally paid as considemtion for this lease (as specilied on page I hereof). If such amount is paid, this lease shall be on force 
and effect as 10 such deeper depths. and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or ga~ 
is produced in paying quantities from S!fh deeper depths covered by this lease. 

I IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical. be in the 
fomo of a square with the well located in the center thcrf;Clf, or such other shape as may be approved by the Commissioner of the Gcncml Land 
Onicc. Within thirty (30) days after partial temoination of this lease as provided herein, Lessee shall execute and record a release or relca.<c:s 
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comainin~; a satisfaclory legal descnpuon of lhe 11ereage and/or dcpms no1 relained hereunder. The recorded relc:asc. or a cenofied cop) of same. 
shall be filed ir 1he General Land Office. accompanied by 1he filing fee prescribed by me General Land Office rules in erf.x:t on me dale lhe release 
" filed. If Lessee: fai ls or refuses 10 execule and r.:cord such release or relc:ascs wimin ninety (90) days after bemg requested 10 do so by 1he Genetlll 
Land 'Office. then me Commissioner ao his .ole doscre1ion may dCl>ognate by wriuen instrumenl me acreage and/or deplhs 1o be relc:ascd hereunder 
and record such instrumenl at Lessee's c:Apanse in me county or coun1ics where lhc lease is located and in lhe official records of lhe Gene till Land 
Office and such designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neolhcr lhe bonus. delay renUlls, nor royalties paid, or to be paod, under thos lease shall relieve Lessee: of hos 
oblogauon 10 pr01ect lhe oil and gas under lhe abo•e-described land from being drained. Lc:ssc:c.. sublessee. receiver or olher ageru in conltol of lhe 
lea>ed premises shall drill as many wells as 1he facts may justify and shall use appropriate means and drill 10 a deplh necessary 10 prevenl undue 
draonage of oil and gas ITom lhe leased prcmiso. In addition, if ool and/or gas should be produced in commercoal quanlilies wilhin 1,000 feel of the 
leased premises. or in any case where me leased premises is being drained by production of oil or gas, lhe Lessee. sublessee, n:cciver or olher agent 
in conltol of lhe lc:ascd premises shall in good failh begin lhe drill ing of a well or wells upon lhe leased premises wimin 100 days al\cr the draining 
well or wells or lhe well or wells compleled wilhm 1.000 feel of lhe leased premises start producing in commercial quan1iucs and shall prosccu1e 
such drilling wilh diligence. Failure 10 satisfy lhe staoulory offset obligation may subject lhis lease and lhe owner of lhe soil's agency rights 10 
forfeoture. Only upon lhe delCmlin:uion of lhe Commissioner of lhe General Land Office and wilh his written approval may lhe paymenl of 
compensa1ory royally under applicable staoulory parame1ers sa1isfy lhe obligation 10 drill an offset well or wells required under lhis paragraph. 

18. FORCE MAJEURE. I f. after a good fao lh erfon. Lessee is prevenoed from complying wuh any express or implied covenanl of 
1his lease. from conducling drilling opera1ions on lhe leased premises. or from producing oil or gas ITom lhe lea.ed premises by reason of war. 
rebellion. riotS. slrikcs. acts of God, or any valid order, rule or regulation of govemmenl authority, lhen while so prcvenled.. Lessee's obloga1ion IO 
comply wilh such covenan1 shall be sm-pendcd and Lessee shall no! be liable for damages for failure to comply wilh such covenants: addi1ionally. 
!his lease shall be extended while Lessee is prevenlcd. by any such cause. from conducting drilling and reworking ope1111ions or from producmg oil or 
gas from lhe lc:ascd premises. However, nolhing in lhis ~shall suspend lhe payment of delay renUlls in order 10 mainiBin mi\1= in etTecl 
during lhc primary u:nn in lhc absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of me soil warrants and agrees to defend tille to lhe leased premises. lflhe owner oflhe 
sool delaults in payments owed on lhe leased premises, lhen Lessee may redeem me rights of lhe owner of me soil in lhe leased premises by paying 
any mongage. LaXes or olher liens on lhe leased premises. If Lessee makes payments on behalf of lhe owner of lhe soil under lhis paragruph. Lessee 
may recover lhc cos1 ofmcse payments from lhe rental and royalties due lhe owner of lhe soil. 

20. (A) PROPORTIONATE REDUCTlON CLAUSE. If lhe ownu of lhe soil own.s less 1han lhe emire undovided surface estate on 
1hc above described land, whcthCT or not Lessee's inoen:st is spocified herein, lhen lhe royalties and rental herein provided 10 be paid 10 me owner of 
lhe soil shall be paid to him in the proponion which his interest bears to lhe entire undivided surface cstate and lhe royalties and rental hen:in 
provided to be paid to lhe Commissioner of lhe General Land Office of lhe Stale of Texas shall be likewise proponionaLely reduced. However, 
before Lessee adjusts lhe royally or rental due 10 lhe Commissioner of lhc General Land Office. Lessee or his aumorizcd representative mUSI submit 
10 lhe Commissioner of lhe General Land Office a wriltcn sta1ement which explains lhe discrepancy between lhc inocrest purponedly leased undor 
1his lease and lhe actual inu:rest owned by lhc ownu of lhc soil. The Commissioner of lhe General Land Office shall be paid lhe t-alue of the whole 
produclion allocable 10 any undivided imcn::., not covered by a lease, less lhe proponionaoe developmenl and production cost allocable 10 such 
undivided imeresL However. in no event shall the Commissooner of lhe General Land Office receive as a royally on lhe gross production allocable IO 
me undivided imerest not leased an amoum less man lhe value of one-sixtcenlh ( 1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If. during lhe primary 1crm, a portion of 1he land covered by mis lease is included wilhin 
lhe boundaries of a pooled uni1 lhat has been approved by lhe School Land Board and lhe owner of me soil in accordance wim Natural Resources 
Code Sections 52. 15 1-52.154, or if at any lime a.f\er lhe expinuion of lhe primary u:nn or me exu:nded term. mis lease covers a lesser number of 
acres man lhe total amounl described herein. payments mat arc made on a per acn: basis hereunder shall be reduced according 10 me number of acres 
pooled, released. surrendered, or olherwisc severed, so thai payments delennined on a per acre basis under lhe lenns of mos lease dunng lhe primary 
lenn shall be calculated based upon lhe number of acres outside lhe boundaries of a pooled unit. or, if after lhe expi1111ion of lhe primary 1erm. the 
number of acres aclually relained and covered by mos lease. 

2 1. USE OF WATER. Lessee shall have lhe righl 10 use water produced on said land necessary for operations under mis lease 
except water from wells or tanks of lhe owner of lhe soil; provodcd. however, Lessee shall not use potable water or WBll:r suitable for li•estocl or 
irrigation purposes for waterflood opcra1ions wilhou1lhe prior eonsenl of lhe owner oflhe soil. 

22. AUTHORIZED DAMAGES. Lessee shall pay 1he owner of lhe soil fo r damages caused by its openuions 10 all personal 
propeny. improvementS, livestock and crops on saod land 

23. PIPELINE DEPTI I. When requested b) lhc owner of lhe soil, Lessee shall bury its pope Iones below plow dcplh. 

24. WELL LOCATION LIM IT. No well shall be drilled nearer man two hundred (200) feel 10 any house or bam now on said 
prcmoscs wilhoullhe wrinen consenl of lhe owner of the sool. 

25. POLLUTION. In developing 1his area. Lessee shall use lhe highest degnce of care and all proper safeguards 10 prevcnl 
polluuon. Withoul llmiling lhe foregoing. pollution of coastal wetlands, nalural waterways. rivers and impounded wa1er shall be prcvenocd by 1he 
use of coniBinmeno facili1ies sufficienl to prcvenl spillage. seepage or ground water contamination. In the even! of pollulion. Lessee shall usc all 
means al its disposal 10 recaplure all escaped hydrocarbons or olher pollutanl and shall be responsible for all damage 10 public and privale propenies. 
Lessee shall build and maintain fences around its slush. sump, and draonage pits and tank baneries so as 10 protect livestock againsl loss. damage or 
injury: and upon completion or abandonmenl of any well or wells. Lessee shall fill and level all slush pits and cellars and completely clean up me 
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drilling si te of all rubbish !hereon. Lessee shall, while conducting opennions on lhe leased premises. keep said premises free of all rubbish. cans, 
bonles, paper cups or garbage, and upon completion of operations shall restore the surface of !he land to as near ils original condition and contours as 
is pra.cticable."Tanks and equipment will be kept painled and prcsenlable . 

26. REMOVAL OF EQUIPMENT. Subject to limiuuions in !his paragraph. Lessee shall have !he right to remove machinery and 
fixrures placed by Lessee on lhe leased premises. including !he right to draw and remove casing, wilhin one hundred twenty ( 120) days after the 
expiration or !he tennination of lhis lease unless the owner of !he soil grants Lcsscc an extension of !his 12<k!ay period. However, Lessee may not 
remove casing from any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after 
thirry (30) days wrincn notice lO !he Commissioner of the General Land Office and to the owner of lhe soil. The owner of lhe soil shall become the 
owner of any machinery. fixtures. or casing which arc not timely removed by lessee under the terms of !his paragraph . 

27. (A) ASSIGNMENTS. Under lhe conditions contained in this paragraph and Paragraph 29 of !his lcasc.lhe rights and estates of 
either party to lhis lease may be assigned. in whole or in pan. and lhe provisions of !his lease shall extend to and be binding upon lheir heirs, 
devisees. legal represcnuuives, successors and assigns. However. a change or division in ownership of !he land. rentals. or royalties will not enlarge 
the obligations of lessee. diminish the rights, privileges and esuues of Lessee. impair !he effectiveness of any payment made by lessee or impair the 
effectiveness of any act perl'ormed by Lessee. And no change or division in ownership of !he land, rentals, or royalties shall bind lessee for any 
purpose untillhirry (30) days after the owner of !he soil (or his heirs, devisees, legal represcnwives or assigns) furnishes !he Lessee with satisfactory 
wrinen evidence of !he change in ownership, including the original recorded muniments of title (or a cenified copy of such original) when the 
ownership changed because of a conveyance. A total or partial assignment of this lease shall, to !he extent of lhe interest assigned, relieve and 
discharge lessee of all subsequent obligations under lhis lease. If !his lease is assigned in its entirety as to only part of !he acreage. !he right and 
option lO pay rentals shall be apponioned as between !he several owners ratably, according to !he area of each. and failure by one or more of them to 
pay his share of the rental shall not affect !his lease on !he part of !he land upon which pro rata rentals are timely paid or tendered; however. if the 
assignor or assignee does not file a cenified copy of such assignment in !he General Land Office before the next rental paying date. the entire lease 
shall terminate for failure to pay lhe entire rental due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. 
liabilities, and pcnalt.ies owed to the State by lhe original lessee or any prior assignee of !he lease. including any liabilities to the State for unpaid 
royalties. 

(B) ASSIGNMENT LIMITATION. Notwilhstanding any provision in Paragraph 27(a). if !he owner of !he soil acquires 
!his lease in whole or in part by assignment wilhoutthe prior written approval of lhe Commissioner of !he General Land Office. this lease is void as 
of the time of assignment and the 38ency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were 
made to !he owner of !he soil iflhe assignee is: 

(I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporatoon 
or subsidiary; 
(3) a partnership in which the o wner of the soil is a partner or is an employee of such a partnership; 
( 4) a principal stockholder or employee of !he corporation which is !he 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 !he owner of the soil; or 
(7) a famil y 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 !his parngraph and Paragraph 29, Lessee may at any time execute and deliver to 
the owner of !he soil and place of record a release or releases covering any portion or pon.ions of !he leased premises. and !hereby surrender this lease 
as to such ponion or ponions. and be relieved of all subsequent obligations as to acreage SUITCTldm:d. If any part of !his lease is properly 
surrendered, the delay renta.l due under this lease shall be reduced by !he proponion thai the surrendered acreage bears to the acrC38e which was 
covered by !his lease immediately prior to such surrender; however, such release will not relieve Lessee of any liabililies which may have accrued 
under this lease prior lO the surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of !his lease is assigned or released. such assignment or 
release must be recorded in the counly where !he land is situated. and the recorded instrument. or a copy of the recorded instrument cenified by the 
County Clerk of the county in which the instrument is recorded. muSI be filed in the General Land Office wilhin 90 days of the last execution date 
accompanied by !he prescribed filing fee. If any such assignment is not so filed. the rights acquired under this lease shall be subject to forfeirure at 
the option of the Commissioner of the General Land Office. 

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

J I. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's 
interest in the leased premises. When the interests of the owner of the soil connict wi th those of the State, the owner of the soil is obligated to put the 
State's interests before his personal interests. 

32. FORFE111JRE. If lessee shall fail or refuse to make !he payment of any sum within thirry days af\er it becomes due. or if 
Lessee or an aulhorized 38tnl should knowingly make any false rerum or false report concerning produetion or drill ing, or if lessee shall fail or 
refuse to drill any offset well or wells ih good failh as nequired by law and !he rules and regulations adopted by the Commissioner of the General 
Land Office, or if Lessee should fail lO file repons in the manner nequired by law or fail to comply with rules and regulat ions promulgated by the 
General Land Office. the School Land Board, or the Railroad Commission, or if lessee should refuse the proper authority access to the records 
pertaining to operations. or if lessee or an aulhorized agent should knowingly fail or refuse to give correct information to the proper authority. or 
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~nowongly faol or refuse 10 fumosh the General Land Office a correct log of any well, or if Lessee shall knowingly violate any o f the material 
provision~ of this lease:, or if this lease: is assogned and the assignment is not filed in the General Land Office as required by law. the rights acquired 
under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently infonned of the facts which authoriz.: 
a forfeiture, and when forfeited the area shall again be subject to lease under the terms of the Relinquishment AcL However, nothing herein shall be 
conSlr\Jed as waiving the automatic tenninlllion of this lease by opera~ ion of law or by reason of any speciallimiwion arising hereunder. Forfeitures 
may be set aside and this lease and all nghts thereunder reinstaled 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 regulattons that ma) 
be adopted re latovc hereto . 

l3 LIEN. In accordance with Texas Natural Resources Code 52. 136. the Swe shall have a lim hen 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 thai may become due under this lease. By 
acceptance of this lease, Lessee: grants the State, in addition 10 the lien provided by TeXJIS Nlllural Resources Code 52.136 and any other applicable 
statutory lien, an express conll"IICIUallien on and security interest in all leased miocrals in and ext:racted from the lc:asc:d premises, all proceeds which 
may accrue to Lessec: from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third patty, and all fixtures on and 
improvements to the leased premises used in coMcction 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 thai 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 woth or 
without eoun proceedings in the manner provided in the Title 1. Chapter 9 of the Texas Business and Commerce Code. Lessee: ~~&JUS that the 
Commissioner may require Lessee to execute and record such inSlr\Jments as may be reasonably nccessaty to acknowledge. attach or perfect this lien. 
Lessee hereby represents that there arc no prior or superior liens arising from and relaling to Lcssc:c's activities upon the above.describcd properry or 
from Lessee's acquisi tion of this lease. Should the Commissioner at any time determine thai this represenwion 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 intc:rest of the owner of the soil under this lease with 
any other leasehold or mincral interc:sl for the cxplora~ion, development and production of oil or gas or either of them upon the same teims as shall be 
approved by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizjng of the interest of tl,e Swe under 
this lease pursuant to Texas Natural Resources Code 52.151 -52. 153. The owner of the soil agrees thai the inclusion of this provision in this lease 
satisfies the execution requirements swed in Texas Na1ural Resources Code 52. 152. 

35. fNDEMN ITY. 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 
o f action of every nlllurc:, or other harm, including environmental harm, for which recovery of dama&es is sought, including. but not limited to. all 
losses and expenses which are cau.sed 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, Of thlll may arise out of or be occasioned by Lessec:'s breach of any o f the terms or 
provisions of this Agnecmcnt, or by any other negligent or strictly liable act or omission of Lcssc:c:. Further, Lessec: hereby agrees to be liable for, 
exonerate. indemnify. defend and hold hannless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or 
assigns, against any and all claims. liabilities, losses, damages, actions, personal injury ( including death), costs and expenses, or other hann for which 
recovery of damages is sought, under any theory including tort, conlnlct, or strict liability, including llltomeys' fees and other legal expenses. 
including those rellllcd to environmental hazards, on the leased premises or in any way rellllcd to Lessee's failure to compiX with any and all 
environmental laws; those arisiog from or in any way rellllcd to Lessec:'s operations or any other of Lessee's activities on the leased premises: those 
arising from Lessee's usc of the surface of the leased premises; and those thai may arise out of or be occasioned by Lessee's breach of any of the 
tenns 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 respc:ctive successors and assigns. Each assignee: of this Agreement, or an interest therein, agrees to be 
liable for, exoneralc:, indemnify, defend and hold hannless the State of Texas and the owner of the soil, their officers, employees, and agents in the 
same manner provided above in coM cction with the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS 
OTliERWlSE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED 
UNDER TilE TERMS OF TH IS AGREEMENT SltA LL BE WITHOUT LIMITS AND WITHOUT REGARD TO THE C AUSE OR 
CAUSES THEREOF (EXCLUDING PR£-EXJSTING CONDITIONS), STRICT LIABILITY, OR THE NEGLIGENCE OF A NY PARTY 
OR PARTIES (INCL UDING THE NEGLIGENCE OF THE lNDENINIFIED PARTY). WHETHER SUCH NEGLIGENCE BE SOLE. 
JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee: shall usc the highest degree o f care and all reasonable safeguards to prevent 
contamination or pollution of any environmental medium. including soil, surface Willers, groundWIIIer, sediments, and surface or subsurface st:rata. 
ambient ai r 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 lc:asc:d premises any asbc:slos containing nwc:rials, explosives, toxic nwc:rials. or subSWICCS regulated as hazardous 
wastes, h:u.ardous mlllerials, hazardous substances (as the term "Hazardous Substance" is defined in the Comprehertsive Environmental Response. 
Compensalion and Liability Act (CERCLA). 42 U.S.C. Sections 9601, et seq.), or toxic substances under any federal, swe, or local law or regula1ion 
("Hazardous Materials"), except ordinary products commonly used in connection with oil and gas exploration and development operalions and stored 
in the usual manner and quantities. LESSEE'S VIOLATION OF TilE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL 
BREAC H AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD l:tARMLESS AND DEFEND THE STATE OF 
TEXAS AND THE OWNER OF T UE SOIL FROM AND AGAINST ANY CLAIMS. DAMAGES. J UDGMENTS, PENALTI ES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE AlTORNEYS' 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 C LEAN UP, REMOVE. REMEDY AND REPAIR ANY SOIL O R GROUND WATER 
CONTAMINATION AND DAMAGE C AUSED BY THE PRESENCE OR RELEASE OF ANY KAZARDOUS MATERIA LS IN, ON, 
UNDER. OR ABdUT THE LEASED PREMISES DURING LESSEE'S OCCUPANC Y OF THE LEASED PREMISES IN 
CONFORMANCE WITH THE REQUIREMENTS OF APPLIC ABLE LAW. T HIS INDEMNIFICAT ION AND ASSUMPTION SHALL 
APPLY, BUT IS NOT LIMITED TO, LIABILITY fOR RESPONSE ACTIONS UNDERTAKEN P URSUANT TO CERC LA O R ANY 
OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE 

- 7-
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OWNER OF T HE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS PARAGRAPH, UPON 
LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERJALS, OR UPON RECEfVLNG A NOTICE FROM A Y 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREM ISES . 
THE OBLIGATIONS OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION. FOR A Y 
REASON. OF T HIS AGREEM ENT. 

37 APPLICABLE LAW. This lease is 1ssued under the provisions of Texas Natural Resources Code 52.171 through 52 190 . 
commonly known as the Relinquishment Act. Md other applicable statutes 811d amendments thereto. and if any provision in this lease does not 
confonn to these statutes. the statutes will prevail ovc:r any nonconfonning lease provisions . 

38. EXECUTION. This oil and gas lease must be signed and acknowledged by the Lessee before it is filed of record m the county 
rccord.s and in the General Land Office of the State of Texas. Once the filing requirements found in Pantg111ph 39 of this lease have been satis fied . 
the etTec:tive date of this lease shall be the date found on Page I. 

39. LEASE FILING. Pursuant to Chapte.r 9 of the Texas Business and Commerce Code. this lease must be filed of record m the 
office of the County Clm in any county in which all or any part of the leased premises is located. and cenified copies thereof must be filed 10 the 
Genernl Land Office. This lease is not etTcc:tive until a cc:rtified copy of this lease (which is made and certified by the County Cleric from his records) 
is filed in the General Land Office in accordance with Texas Natural Resources Code 52.183. Add itionally, this lease shall not be binding upon the 
Stale unless it recites the actual and true consideration paid or promised for execut ion of this lease. The bonus due the State and the prescribed filing 
fee shall accompany such cenified copy to the General Land Office. 

LE SEE: 

LESSOR: 

OAK VALLEY MIN ERAL AND LAND, LP 

BY: _ ___:_{a_e.~~'/_..;__,h_~=~;_~-------
TITLE:--1-11¥~~~-~ __ 

DA TE:_4-Ilf1UifU'f&_.._ L>£_J /<+--

- 8-
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STATE OF 

COUNTY OF 

ll · I n,is W.S::eot w~owledged before me OD tbis ~ day or NOt.JeJY\bu-' '2011, 
!'I~£.~ as ~ of Oak Valley MiDeral aod d, LP aod oo behalf of Oak Valley 

Mia<nolaodl.aod,LP. N~ 

Notary's Seal: 

STATE OF TEXAS 

COUNTY OF MIDLAND 
! 
........................................ ] 

.···~~~·;:(;~~-- Brian Gregory Arnold Jr. 
~~-:£~\ Notary Public 
~-~- -t<~ STATE OF TEXAS 
\ <I},·. ; ~":,/ My Commission 

····:!,~.Ci~···· Expires 08/ 13/2012 ...................................... 
IJ }'~ iostrum~ ~as¢owledged before me oo this I]* day or~q,~ , '2011, by 
~ ~~ t.QJ~· as ~Li ~ aod OD behalf or Eoergeo Reso~rporatioo 

Q .tl> 0 ,.,../~?))~,kMill / 
Notary P ublic . 

Nota 

"' ' l 'ooom. Exp. J..,. 9, 2014 

- 9-
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Attached to and made apart hereof that certain Oil and Gas Lease dated October 3, 2011 by and 
between Oak Valley Mineral and Land, U P 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 t he amount of $2.26 for years two and 
three of t his 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 Owner of 

the Soil and o ne half(1/2) has been paid to the State ofTexas. 

- 21 .-=a 

PAGE 

., PIIOiftlllliiiiiiEII wtiDt Rf!11!lm ll£ SIU, 111111. 
CIIUSl IIF THE DESCRIBED REAl r ROPER'TY IIEtMJ$(. COLOI 
.IWIIS IIIVAUD NfiJ IJN£IIfOilCWLE UNDEil FUOM. .. 

rii..ED lOR RECORD OW THE 5TH DAY OF DECEMBER A. D. 20ll 10:07A K. 

DUL:!RDED OR THE •)1 DAY OF 

BY:~ I O..u vu (_ .:______ l& JWP9'l"r 

'6 

DECEMBER A.D. 2011 6: OOP K. 

D;JAIOIE 0 . FLOREZ, COURTT CLKn 
IEEVES COURTf , tUAS 

25 7 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 

• •• • • •• • 
• ••••• • • 

• 
•• • • • • 

• .. ··· ~ • • 
• 

• ••• ... 4 

• • 

The above and foreQOJng 1s a full, true and correct photograp/llc copy of the 
ong1nal record now 1n my lawful custody and possess1on. as the 8f9~S 

filedlres;tyr~IJ4jn the pub~ r:,o~ of my oH1ce. found '" VOL ..J.l:2.. 
PAG~ THRU t;;J. ~ --/. . 

~1-'E'"'~... I herebycertifi:te: SJ oO Lb 
.-~~~t-. {' ~ 1~.~. DIANNE 0. FLORE OUNTY CLERK 

\1' ~'A-t.4 REEVfS COUNTY, TEXAS() • ( "' I 
'(~~ sQ\~ =:!IT~ 



ENERGE ' I RF.~ .:>URCES CORPORATIOP 
605 Ri;:.'•;;-:. .-_.nngton Blvd North 
Bl:tmngham, Alabama 35203-2707 
Telephone (205) 126-~710 

VENDOR ~IJIMI; 

STATE OF TEXAS 

VOUCHER VENDOR INV # INV DATE 

10 / 18 / 11 

I bCJ/. qD 
(1/f 15 
;q33. b'-

12702658 Page 1 of 1 

VENDOR NO CHECK DATE CHECK NUMBER AMOUf\rT 

21640 Oct-25-2011 394663 $26,511 .75 

TOTAL 
AMOUNT 

PRIOR PMTS 
& DISCOUNTS 

26,511.75 

0 . * 

0 . * 

1 • 86 1· 85+ 
1• 9 33· 60+ 

7 9 6 · 90+ 
84 5· 95+ 

1 · 691 • 90+ 

1• 691 • 90+ 
1 ·71 8·75+ 
1 · 9 33· 62+ 
1 '17 8 · 05+ 
1 • 9 33· 62+ 

1 · 9 3 3 · 62+ 
1 ·42 7 · 55+ 

1 · 9 3 3 · 63 + 
1 · 9 3 3 • 63 + 

6 08 · 75 + 

0.00 

1 · 9 3 3•63+ 
1·1 54 · 80+ 

26 · 5 1 1 · 75:::+ 

NET 
AMOUNT 

261511.75 

~,511.75 

DETACH BEFORE DEPOSITING 



ENERGE ' I RESOURCES CORPORATION 
605 P.!:.:•<-:. ;'\mngton Blvd North 
Blr tnlngham. Alabama 35203-2707 
Telephone (205) 126-<'71 o 

VENDOR NIIMr:' • 

STATE OF TEXAS 

VOUCHER VENDOR INV # 

10-AP-10650 102 111D 
BONUS 
OVERNIGHT TO MI DLAND 

TOTAL INVOICES PAID 

12702658 Page 1 of 1 

INV DATE 

10/18 / 11 

VENDOR NO 

21640 

TOTAL 
AMOUNT 

26,511 . 7 5 

DETACH BEFORE DEPOSITING 

CHECK DATE CHECK NUMBER AMOUNT 

Oct-25-2011 394663 $26,511 .75 

PRIOR PMTS 
& DISCOUNTS 

0. 00 

NET 
AMOUNT 

2 6,511.75 

~,511.75 

\'a 



vVILLIAM A. CHALFANT, CPL 
MATTHFW CH.\LFANT, RPL 

October 27, 2011 

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

Re: Various Blocks and Sections, Reeves Co., Texas 
Exhibit "B" Attached with descriptions 
Oak Valley Mineral & Land, LP 

Dear Mr. Reid: 

Ofc: (432) 684-9819 
Fax: (432) 682·2601 

E-mail: bill@chalfantproperties.com 
matthew@chalfantproperties.com 

With regard to the above-captioned lands, enclosed please find Energen Resources' check 
no. 394663 in the amount of $26,511.75 as bonus consideration covering your interest in 
6699.25 gross acres, or 35.349 net acres. The surface owners, Oak Valley Mineral & Land, 
LP 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, 

htJtL~ ti><-
Mike Ketter -b1 , 5'1o•l\ t:;2...~ 

MC/ kj f "< 
enclosures 0 ~ 

\<. V'V\ \:> ~ ~ @. 0\0 l. CGI\ov\, 

AAPL's FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 



WILLI AM A. CHALFANT, CPL 
MATTH EW CHALFANT, RPL 

January 9, 2012 

TEXAS GENERAL LAND OFFICE 
Attn: Drew Reid 
1700 North Congress Ave., 
Austin, TX 78701-1495 

RE: Reeves County, Texas 

Dear Mr. Reid: 

Ofc: (432) 684-981 9 
Fax: (432) 682-260 1 

E-mail: bill@chalfantproperties.com 
matthew@chalfantproperties.com 

Enclosed please find certified copies of seventeen ( 17) Mineral Classified Oil and Gas Leases 
f rom Oak Va lley Mineral and Land, L.P. to Energen Resources Ccorporation. 

Should you have any questions, please do not hesitate to ca ll. 

Sincerely, 

~'\jctrt\~ 4<v~cJ 
Matthew Chalfant c.Jo.-
MC:kj 
enclosures 

AAPL's FIRST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 



FileNo. . t ' 37 ~.? _____ _ 

(_{!)v.-er Le-t-+<:>.r®&~~@ tep 
Date Filed: !0 [ '2.6 J 11 

Jerry E. Patten,oll. c omP1issioner 

By(~ 



TE XAS 

July 30, 2012 

Chris Curry 
Energen Resources 
3300 North A St. 
Building 4, Suite 100 
Midland, Texas 79705 

Re: State Lease MF 113783A 

Dear Mr. Curry: 

ERAL LA 
JERRY PATTERSO , COMMISSIO ER 

RAL Lease dated October 3, 2011 recorded in Bk. 913, Pg. 248, 
covering 1.127 net ac. being Sec. 31 , Blk. 56, PSL Survey, 
Reeves Co. TX, Oak Valley Mineral & Land, LP, agent for State 
of TX, Lessor 

The certified copy of the Relinquishment Act lease covering the above referenced tract has been approved 
and filed in our records under Mineral File numbers MF-113783A. P lease refer to this lease number when 
making payments to the State and in aU future correspondence concerning the lease. Failure to 
include the mineral file number may delay processing of any payments towards the lease. 

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section lO(B) which requires submission of written notice for all 
drilling, production and related activities. When forms are filed with the Texas Rajlroad Commission, they 
are required to be submitted to the General Land Office as well. Examples are W-1 , Application to Drill; W-
2, Oil Well Completion Report and Log; G-1 , Gas Well Completion Report and Log; W-3, Plugging Report; 
G-5, Gas Well Classification Report; G-10, Gas Well Status Report; W-1 0, O il Well Status Report; W-1 2, 
Inclination Report; e lectric logs; directional surveys. 

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

Of your remittance of$26,5 I 1.75, $845.95 has been applied to the State's portion of the cash bonus. 
However, we are not in receipt of the $25 filing fee or the$ I 00 processing fee which we request you send as 
soon as possible. 

Sincerely yours, 

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

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

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state. tx. us 



FileNo. . l \. ~?1:3 

Date Filed: J- ( 5 & { l 2. 
Jerry E. Patterson, Comn1;"~~one1 

By---=Cdf~-------------



ENE~C.:EN RESOURCES CORPORATION 
· ... os Richard Arrington Blvd North 
Birmingham, Alabama 35203-2707 
Telephone (205) 326-2710 

VENDOR NAME 

COMMISSIONER OF THE TEXAS 

VOUCHER VENDOR INV # I NV DATE 

01/21/13 

VENDOR NO. 

70273 

TOTAL 
AMOUNT 

2,750.00 

CHECK DATE CHECK NUMBER 

Jan-29-2013 450526 

PRIOR PMTS 
& DISCOUNTS 

0 . 00 

Page 1 of 1 

AMOUNT 

$2,750.00 

NET 
AMOUNT 

2,750.00 01 -AP-12076 012313H 
LEGAL & TITLE 
OVERNIGHT TO KEN GRAY 

TOTAL INVOICES PAID x 2,750.00 

\ d"\ 

J 

Energen Resources Corporation now offers payment via DIRECT DEPOSIT. 
If you would like to receive your payments in a more secure, efficient and timely manner, 

please contact the Vendor Relations group by email at AP ERCACH@energen.com for an enrollment form. 

DETACH BEFORE DEPOSITING 

64-975 
612 

CHECK NO. 

450526 

DATE 

Jan-29-2013 

PAYEXACTlY 

$2,750.00 

PR~tftZL~ 

TREASURER 



I 

ENERGEN 
RESOURCES 

January 30, 2013 

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

Re: Unpaid Filing and Processing Fees 

Dear Mr. Reid: 

Enclosed please find Energen Resources Corporation's check #450526, in the amount of 

$2,750.00. Fees are for the Leases on attached list. 

Please sign the enclosed receipt letter and return it in the postage paid envelope. If there are any 

questions please contact me at 432-688-3149 

Very truly yours, 

Linda Wa llace 
Land Analyst 

/lw 
Enclosures 

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



=NSRG=N 
RESOURCES 

Linda would you please prepare a voucher in the amount of $2, 750.00 for processing and filing 

~o the Texas General Land Office on the Leases listed below: 

TX439055-04P State Lease MF112944~ 
TX430402-01P State Lease MF112944E 

TX439055-06P State Lease MF112944F $175.00 

TX430342-04P State Lease MF113781A $125.00 

TX430432-03P State Lease MF113780A $125.00 

TX430342-05 P State Lease MF113791A $125.00 

TX430344-04P State Lease MF113788A $125.00 

TX430344-03P State Lease M F113787 A $125.00 

TX430344-08P State Lease MF113793A $125.00 

TX430344-07P State Lease MF113792A $125 .00 

TX430344-06P State Lease MF113790A $125.00 

TX430344-05P State Lease MF113789A $125.00 
TX430344-09P State Lease MF113795A $125 .00 
TX430344-10P State Lease MF113796A $125.00 

TX430343-05P State Lease MF113784A $125.00 

TX430343-06P State Lease MF113785A $125.00 

TX430343-07P State Lease MF113786A $125 .00 

TX430344-11P State Lease MF113794A $125.00 

TX430343-03P State Lease MF113782A $125.00 
TX430343-04P State Lease MF113783A $125.00 

TX430444-01R State Lease MF113523 $125.00 

TX430443-01R State Lease M F113522 $125.00 
TX439007-09P State Lease MF112698~ 
TX439007-10P State Lease MF112698B 

TX439007-12P State Lease MF112698C 

TX439007-11P State Lease MF112698 $200.00 

Total 0 ,750.00 --~ 

v 

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



File No. ~E \ \~J~'.3 
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Dace F dcd. ___ z_ ... _\._1,_,,. __ \3 __ _ 
Jerry E. Patterson, Comm1ss10ner 

By 6f:: 




