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Tract 5: 
Section 44: South part 

Block 56 
PSL Survev 

Gross acres: 315.0.0 
Mineral Interest: .oo- 161458 
Net Acres: 2.255 859 

l5~Z'-l3 
0 1 ~ \O '{ \ So 

I\. ~ 5'"1 '; l 



RAL REVIEW SHEET 

Transactill # 7494 GBIQSt: 

LBssor: Oak Vally Minerals & Land Lsasa Data: 10/3/2011 ll 

LBSS88: Energen Resources. Gross Acret 6699.25 

Nat Acret 35.349 

LIAIE IIIICaaTII 

County ~ Base FIB rm Part Sac. Bb:k Twp SUrvey 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 

· TERMI OfHBfl TERMI RRIIWENDEI 

PrlnarY T Bmt 13 years Primary Tarm 13 years 

Bonus/Acre: $1 ,5oo.oo 1 Boous/ Acre $1 ,5oo.oo 1 

RantaVAcre: $0.00 : RantaV Acre so.oo 1 

Royalty: 11/4 Royalty 11/4 

lBSS88 Data Term Bonus/ A c. Rental/ A c. Royalty lbtanca 

COMPARIIONI 

MF# 
MF111922 IEnergen Resources Corporation, 1)1 9/28/201 0) 5 years $1 ,300.00 $1 . oo : LC,;1/_;_4 _ _;I Last LBasa 

~===~ ~==========~ ~===~ ~~ :===~ :======~ :=::~' :=' ====~ 
~===~ ~==========~ ~===~ :=~ ~==~ ~===~~~~ ~I ====~ 
~===:::=:; ~==========~ ~===~ :=~ ;::=:::~ ::=:::====: ~~' ;:::1 =====~ 
.__ ___ ..... L----------~ L,. _ _ __J ...._ _ _, '----~ ...._ __ __, ._ _ ___JI ._I ___ ___, 

COOJnantt 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# 8733 

General Land Office 
Rclmqulshn~ Aa Lease: Focm 
Re><I5C<I, Scpcanbct 1997 7~1)'€ 

OLL AND GAS L£ASE 

TillS AGREEMENT i.s made 1111d entued into thC. Jrd_day of October, 2011 bel"'ecn the Suue of Texas, acting by and through its agcn£. 
Oak Valley Mineralaad L.aad, 1...1' of P. 0 . Do• ~0. Midlaad, Tens 79710, said agent herein referred lO as the owner of the soil (whether one 
or more:). and ~· IUsooorces Corpontioa,llOO Nortll "A" Street, 8ui.ldiJI& •· Suite 100, Midlaad, Tuu 79705, hereinafter called Lessa: . 

I. GRANTING CLAUSE. For and in constdc:nuion of the amounts staled below and of the covenanlS and agn:emc:nlS to be paid, 
l ept and performed by Lessee under this lease, the Swe of Texas acting by and through the owner of the soil, hereby grants, leases and lelS unto 
~ for the sole and only purpose of prospc:o:ting and drilling for and producing oil and gas, laying pipe lines, building lllnb, storing oil and 
building power Stations, telephone lines and other Structures thereon, lO produce, save, take care of, trc:a1 and II'IIIISpOrt said prodUClS of the lease, the 
following lands situated in Reeves CCMiaty, StaU: of Texas, to-wit: 

llJJK't> 56 I'UOI.IC SCI!OOI LAND ~UKVt:Y 
Section 44 South Port1on 

Contaimng .315.00_ acres, more or less. The bonus consideration pald for this lease is as follows: 

To the SLaLe ofTcxas: One 'lnousand Six llwtdred Nincty..One & 90/100 
Dollars ($1 ,691.90) 

To the OW!ler of the soil: One Thousand Six llundred Nmcty..()ne & 90/100 
Dollars ($1 ,691.90) 

Total bonus consideration: Three Thousand Three Hundred Eighty-Three & 80/100 Dollars (SJ,383.80) 

The total bonus consideration paid represents a bonus of Fifieen Hundred Dollars & noll 00 
Dollars ($1 500.00) per acre:, on 2.255859 net acres. 

2. TERM .. SubjCCLlO 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 thai the R:Cc:iplS from the sale or other authorized commerc:ial use of the: substancc(s) covered exceed out of 
pocket operational cxpertses for the six months last past. 

3. SEE PARAGRAPH 40 ON ATfACI! ED EXHI BIT "A" FOR DELAY RENTALS. lf na w~ll is aan>m~niiOIII anlllel<l6Sed 
pr-.!IRiS<!s ll ll llr before 988 ( I) )11&1 lfaHIIIlis date; litis 1- slliilllefmieiMe, ~t~ill!66 98 9r bO!foFU &IIIII! IIRHi"IP.illl}' lillie b~li6~~ slliill jMI}' 9r WIDder 18 
llle awo•r af lllo SHil 9r 18 kis 6RIIIi1 iH Ike BaH, &I , 9r il5 
suaa ws9rs (u;kiell slliill oollliewe as llle &ipasilll"' Filf!jlfdl ll66 ef ellaog16 iH ll11 9"lleP.ikip ef said land), ~~~~ IWliOitlll speeill ... bela"'; iH a61iilie&; 
bos..oe shall jl&)' 9F te~uhw 18 lllo COHHISSimi6R OF Tl l6 G6~16RA!. bMIQ OFFIC6 OF Tl u; STAT!> OFTI>XAS, ,o,T AIJSTIJ>I, Tl>XAS, a 
liJ;e.sum 99 or before said lillie. Pay,_15 ~t~~der lkis JMIAI8AIIIh shllll opeRtle as a A!Rial llfld slliill IMI •<~~ lllepri>Jilege af d~ielfiHg Ike &919RW18&emilllt 
9f& "'•II for eao ( I ) )'-lHm said ililw. Ptoy&-15 """"' t11i!i piW8f\lllh slwill he iH lllo folia "'iH& ilfB91t1\15: 

Te lkeewnor eflhe soi : 
D9II11P.i($ 

Da~W.> ($ 

Q9llaP.o($ 
lfHH1~0 "*'"'<If ilftQ11p89 lik.! ll'l)'BIIIIIIIi ar Lo!Bd8Ri llflllllioll)', ~~~~ G9111fRell"i818RI of a oi!ll may b~ fui"Jur ilolilffe.J for 6WSGLI561Yd p«iai&§ 8f9Roi (I) 
y~w o&llll d..Ang llloprima.y-. ,<\11 j~Q}/menl5 9r tendllf!i ofA!Aial181ho 9"'"'"'' 9f lho SHillllil}' 1M made b) el-" 9r &ighl tlnW\ afbo!iSu, ar lift)' 
86Siglhoe 9f lhis 1-, "'"' lllolt}' be ilili"ered 99 9f beler•ll•~ ren161 pi) ing d&le. lf lho ~ dcl6ig11111 ... i9 this piiRI&Aipll (9r il5 suaaos&or b&m.) should 
-Ill ~fl<!il; siiSpend biiSiHI6S, liqt>idate; fail or be suse;o•dood by IIROihor bank; or for M) -~~ Hoi I or refuse 18 _..,, r1011lal, bossn shall R91 b• 
lleld-ifHiefau.h fo.r faihn18 9IIIH !iiiell ~15 9f lilfldllf!i ofA!Aial ~t~~lillhiAy (30) lla)·s alief tl1• 9 uAer eflllo seil slwll-1 ilili'JW 18 b~ssoo a proper 
Ft!89Fd&ble i.--1 n miPg llfl91hiW biiAJ,; as 11801111118 ,_j, I hWOO pii)'RioiAI5 Br lilflili!oP.X 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agn;c:s to pay or cause lObe paid one-half (In) of the 
royalty provided for in this lc:ase lO the Commissioner of the: General Land Office of the Suuc of Texas, 81 Austin, Texas, a.nd onc:-half(l/2) of such 
royalty to the owner of the soil: 

{A) OIL. Royalty payable on oil, which is dcfmcd as including all hydrocarbons produced in a liquid form 111 the mouth of thc well 
and al;.o as all condensate, distillrue, and other liquid hydrocarbons recovered from oil or gas run through a scpara10r or other equipmenL. as 
hcrcinaficr provided, shall be oae-fou..U. (ll•tJa) part of the gross produc:tion or the markcl value thereof; 81 the option of the owner oflhe soil or the 
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Commissioner of the General Land Office. such value: to be determined by 1) the: highest poSied price. plus prc:mium. if any. offc:red or paod for ool. 
condensate. distillate. or other liquid hydrocarbons. rc:spc:ctivcly. of a like type and gr11vity in the general area where produced and "hen 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 thc:reof. 
wtiichevc:r is the greater. Lessee agrees that before any gas produced from the leased prc:mises is sold. used or procc:ssed in a planL it wi II 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 efficic:nL so that all liquid 
hydrocarbons recoverable from the gas by such means will be recovered. The requirement th81 such gas be run through a separotor or 01hcr 
equipmc:nt may be waived in writing by the royalty owners upoo such terms and cond itions as they prescribe . 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared gas). which is defined as all hydrocarbons and gaseous 
subStances not dc:fined as oil in subparagraph (A) above. produced from any well on said land (c:xcept as provided herc:in with respect to gas 
procc:ssed in a p lant for the extraction of gasoline. liquid hydrocarbons or o ther products) shall be one-fourth (114th) part of the gross production or 
the market value thereof. at the option of the owner of the soil or the Commissioner of the General Land Office. such value to be based on the highest 
market price paid or offered for gas of comparable quality in the general area where produced and when run. or the gross price paid or offered to the 
producer. whichever is the greater, provided that the maximum pressure base in measuring the gas under this lease shall not 81 any time exceed 14.65 
pounds per square inch absolute. and the Standard base temperature shall be sixty (60) degrees FahrenheiL correction to be made for pressure 
according to Boyle's Law. and for specific gr11vity according to tests made by the Balance Method or by the most approved method of testing being 
used by the industry 81 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 (114th) part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of 
the owner of the soil or the Commissioner of the General Land Office. All royalties due hc:rein shall be based on one hundred percent ( I 000.4) of the 
total plant production of residue gas anributable to gas produced from this lease, and on fi f\y percent (SO%). or that percent accruing to Lessee. 
whichever is the greBier. 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 procc:ssed in a plant in which Lessee (or its parenL subsidiary or affiliate) owns an interCSL thc:n the percentage 
applicable to liquid hydrocarbons shall be tiny percent (SQ-.4) or the highest percent acc:ruing to a third party processing gas through such plant under 
a processing agreement negotiated 81 arm's length (or if there is no such third party, the highest percent then being specified in processing agreements 
or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) 
the highest market price paid or offered for any gas (or liquid hydrocarbons) o f comparable quality in the general area. or 2) the gross price paid or 
offered for such residue gas (or the weighted average gross sell ing price for the respective gr11des of liquid hydrocarbons). whichever is the greater. 
In no cvcnL however. shall the royalt ies payable under this paragraph be less than the royalties which would have been due: had the gas not been 
processed. 

(D) 011-IER PRODUCTS. Royalty on carbon black. sulphur or any other products produced or manufactured from gas (excepting 
liquid hydrocarbons) whether said gas be casinghead. "dry." o r any other gas. by fractionating. burning or any othc:r processing shall be one-fourth 
( I 14th) part of the gross production of such products, or the market value thereof, 81 the option of the owner of the soil or the Commissioner of the 
Gcnera.l Land Office. such markc:t value to be dctcnnined 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 arc 
produced; whichc:ver is the greater. 

S. MfNIMUM ROYALTY. During any year after the expiration of the primary term of this lease. if this lease is maontaoned 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 amounL then for 
the purposes of this paragraph , the: delay rental amount shall be one: dollar ($1.00) per acre. 

6 . ROYAL TV fN KIND. Notwithstanding any o ther provision in this lease. at any time or from time to time. the owner of the soil 
or the Commissioner of the General Land O ffice may, at the option of either, upon not less than sixry (60) days notice to the holder of the lease. 
require that the paymc:nt 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 talce its royalty in kind shall not diminish or ncgate the owner of the soil's or the: Commissionc:r 
of the General Land O ffice's rights or Lessee's obligations. whether c:xp~ 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. tran.spon ing. and otherwise: 
making the o il. gas and other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value recci ved. 
including any reimbursements for severance wces and production rel81ed costs. 

8. PLANT FUEL AND RECYCLED 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 planL NotwithStanding any other provision of this lease. and subject to the 
wrinen consent of the owner of the: soil and the Commissioner of the General Land O ffi ce. Lessc:e may recycle gas for gas lift purposes on the leased 
premises or for injection into any oil or gas producing fonnotion underlying the leased premises aner the liquid hydrocarbons contained in the gas 
hove bec:n 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. ROYAL TV PAYMEl'ITS 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 o f oil and gas shall be as provided in the rules set forth in the Texas Register. Rules current ly provide that 

royalty on oil is due and must be received in the General Land Office on or before the Sth day of the second month succeeding lhe month of 
production. and royalty on gas is due and must he: received in the Genc:ral Land Office on or before the I Sth day of the second month succeeding the 

-2-

23 ~ 



•• • ' .. • • • 
• •••••• • • 

• 
•••• • • • • • 

• •••••• • • 
• 

• •••••• • • 

BOOK ~ 1 :3 PAGE 240 

month of prcxluctton. accompanoed by the affidavit of the owner, manager nr other authoriz.ed agent.. completed on the fonn and manner prcscnbcd by 
the General .Land Office and showong the gross amount and disposition of Ill I otl and gas produced and the market value of the oil and gas. together 
with a copy of all documents. records or repons confinning the gross production, disposition and manet value including gil) meter readings. ptpelinc 
receipts. ~line receipts and other checks or memoranda of amount produced and put into ptpelincs, tanks, or pools and gas lines or gas storage, and 
any other reportS or records which the General Land Office may require 10 venfy the gross production. disposnion and mancl value. In all cases lhe 
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 accompanted by 
a check stub. schedule, summ111y or other remittance advice showing by the assigned General Land Office lease number the amount of royalty bemg 
paid on each lease. If Lessee pays his royahy on or before thiny (30) days af\er the royalty payment was due. then Lessee owes a penalty of 5% on 
the royalty or S25.00. whichever is greater. A royalty payment which is over thiny (30) days hue shall accrue e penalty of 10% of the royalty due or 
S25.00 "hochever is greater. In addition to a penalty, royalties shall accrue interest aJ a nue of 12" per year, such int.c:n:st will begin accrumg 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 administraJive rule which is effective on the dale when the affidavits or supporting documents were due. The Lessee shall 
bear all responsibility for paying or causing royalties to be pwd as prescribed by the due dale provided herein. Payment of the delinquency penalty 
shall in no way operate to prohibit the State's right of forfei ture 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 Slalc's ponion of the royalty or to that ponion of the royalty in 
dispute as to fair market value. 

10 (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually fumtsh the Commtsstoner of the General 
Land Office wtth tts best possible estimate of o tl and gas reserves underlying thts lease or allocable to this lease and shall fumtsh said Commtssioner 
with copies of all contracts under which gas os sold or processed and all subsequent agreements and amendments to such contracts within thiny (30) 
days af\cr entering into or making such contracts. agreements or amendments. Such contnlets and agreements when received by the General Land 
Offi ce shall be held in confidence by the General Land Office unless otherwise 1111thoriud by Lessee. All other contl'liGlS and records penaining 10 
the production, transporwiort.. sale and marlo:eting of the oil and gas produced on said premises. including the books and accounts, receipts and 
discharges of all wells, tanks. pools, meters. and pipelines shall a1 all times be subject to inspection and examination by the Colllll\issioner of the 
General Land Office, the Auomey General, the Governor. or the rcprcscnlalive of any of them. 

(B) PERMITS. DRILLING RECORDS. Written notJce of all operations on this lease shall be submmed 10 the Commtssioner of 
the General Land Office by Lc:ssce or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment 
of any well or wells. Such written notice to the General Land Office shall include copies of Railroad Commi.ssion forms for application to drill. 
Copies of well tests. completion repons and plugging rcpons shall be supplied to the General Land Office at the time they arc filed with the Texas 
Railroad Commission. All applic:ations, permits, rcpons or other fi lings thllt reference this lease or any specific well on the leased premises and that 
an: submitted to the Texas Railroad Commission or any other governmental agency shall include the word "Slale" in the title. Additionally, in 
accordance with Railroad Commission rules, any signagc on the leased premises for the pwposc: of identifying wells. tank ballcries or other 
associaJcd improvements to the land must also include the "'ord "SUIIC. • Lessee shall supply the General Land Office with any records. memo111nda. 
accounts. reports. cuttings and cores, or other tnformat•on 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. Lcsscc shall have an electrical and/or radioactivity survey made on the bore· 
hole scc1ion. from the base of the surface ea.\tng to 1he 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 mcur a penalty whenever reports. documents or other materials arc not filed in the General Land 
Office when due. The penalty for late fil ing shall be set by the General Land Office administrative rule which is effccttvc on the date "'hen the 
materials were due in the General Land Office. 

I I. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY fERM. If. during the primary term hereof and prior to 
dtscovcry and production of oil or gas on ;aod land. Lessee should drill a dry hole or holes thereon. or if during the prim111y 1crm hereof and after the 
dtscovery and actual production of oil or gas from the leased premises such production thereof should cease from any cause. this lease shall not 
tcnninatc if on or before the expiration of sixty (60) days from dale of completion of said dry hole or CCSSIIIion of production Lessee commences 
additional drilling or reworking opera! ions thereon. or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, 
during the last year of the primary term or 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 expira.tion of the primary term: and 
if Lessee has not resumed production in paying quantities aJ the cxpinuion of the primary term, Lessee may maintain this lease by conduc1ing 
additional drilhng or reworking operations pursuant to Paragraph 13, using the expiration of the primary term as the date of ccssalion of production 
under Paragraph 13. Should the first well or any subscquenl well drilled on the above described land be completed as a shut-tn oil or gas "'ell wothon 
the primary term hereof. Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental payong date 
following the cxpir;uion of sixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment. this 
lease shal l ipso facto tcnninlllc. If aJ the cxpira.tion of the prim111y 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. DRJLLfNG AND REWORKING AT EXPIRATION OF PRJMARY TERM. If, ;u the cxpirat.ion of the primlll)' term. neither 
oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon. this lease shall remain in force so 
long as operations on said well or for dri lling or reworking of any additional well arc 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 andlur gas. so long thereafter 
as oil and/or gas is produced in paying quanlities from said land. or payment of shut-in oil or gas well royalties or compenSalory royalties is made as 
provided in this lease. 

13. CESSATION. DRILLING, AND REWORKfNG. If, af\cr the expiration of the pnmary term. production of oil or gas from th< 
leased pn:mtscs. af\cr once obuuned, should cease from any cause. this lca;c shall not tcnninatc if Lessee commences additional drilling or rc..,ooi.mg 
opcrauons wtthin sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations contmuc in 
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good faith and in workmanlike manner without interruptions totaling more than s ixty (60) days. If such drilling or reworking operations result in the 
production· of oil or gas. the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying 
quantities or payment of shut·in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law If 
the drilling or reworking operations result in the completion of a well as a dry hole. the lease will not terminate if the Lessee commences additinnal 
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 a< 

, Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions tolllling more than s ixty (60) 
days. Lessee shall give written notice to the General Land omce within thirry (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 j urisdiction over the production of oil and gas. If. at any time after the expiration of the primary term of a lease that. until being 
shut in, was being maintained in force and effect. a well capable of producing oil or gas in paying quantities is located on the leased premises. but oil 
or gas is not being produced for lack of suilllble production facilities or lack of a suitable market. then Lessee may pay as a shut-in oil or gas royally 
an amount equal t.o 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 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 renllll amount 
shall be one dollar (S 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 Omce and one-half (In) to the owner of the soil. If the shut-in oil or gas royalty is paid. the lease shall be considered to he 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 suilllble production facilities or suitable market for the oil or gas 
exists. Lessee may e){tend the lease for four more successive periods of one ( I) year by paying the same amount each year on or before the expiration 
of each shut-in year. 

IS. 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 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 pay ing 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 royally is to be paid monthly, one·half ( In) to the Commissioner of the Generel Land Office and one-half ( In) 
to the owner of the soil. beginning o n 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 lhirry (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. lind with the Commissioner's written 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 o il or gas has been completed on the leased premises. Lessee shall exercise the diligence of a reasonably prudent open~tor 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 quantit ies 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 
hercol). or a well upon which Lessee is then engaged in continuous drilling or reworking operations, or {2) the number of acres included in a 
producing pooled unit pursuant to Texas Natural Resources Code 52. 15 1-52.153, or {3) such greater or lesser number of acres as may then be 
allocated for production purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of 
Texas. or any successor agency. or other governmental authori ty having j urisdiction. I fat any time after the effective date of the panial termination 
provisions hereof. the applicable field rules arc 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 Paragreph I hereof. together with 
easements and right-of-ways for existing roads. existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 
1 hereof ("the reta.ined lands"), for access to and from the retained lands and for the gathering or t:raosporll!t ion of oil. gas and other minerals 
produced from the retained lands. 

(8) 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 tollll 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 onc­
half(ln) of the bonus originally paid as consideration for this lease {as specified on page I hereol). 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 thercaflcr as oil or gas 
is produced in paying quantities from such 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 
form of a square with the well located in the center thereof. or such other shape as may be approved by the Commissioner of the General Land 
Office. Within thirry (30) days after partial termination of this lease as provided herein. Lessee shall execute and record a release or relea.~s 
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comaon.ng a sausfactory legal dcscripuon or tile acreage and/or depths not rctaJned hereunder. The recorded release. or u cc:nilied copy of same • 
shall b~ filed in tile General Land Office, accompanied by the lilong ti:c prescribed by tile General Land Office rules in effect on tile date the re lease 
is lilcd. If Lessee fails or refuses to execute and record such release or re leases witllin nincry (90) days after being requested to do so by the General 
Lund Office. then the Commissioner at his sole discretoon may designate by wrincn instrument tile acreage and/or deptlls to be relc:ascd hereunder 
and record such instrument at Lessee's exp<~~~sc in the county or counties where the lease is IOClllCd and in the official records of the General Land 
Office and s uch designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Ncother the bonu:... delay rentals. nor royalties paid, or to be paid. under this lc:asc shall reheve Lcs>ec or ht> 
obhgatoon to protect the oil and gas under the above-described land from beong drained. Lessee. sublcsscc. receiver or o ther agent in contro l of the 
lclbeU premise> shall drill as many wells as the facts may JU~tify and shall usc appropriate means and drill to a dcptll necessary to prevent undue 
drainage of o il and gas from tile leased prcmoscs. In add ition, if oil and/or gas should be produced in commercial quantities witllin 1.000 feet of the 
leased premises. or in any case where tile leased premises is being drained by production of oil or gas, tile Lessee, sublcssc:e. receiver or otller agent 
in control of tile leased premises shall in good faith begin tile drilling of a well or wells upon the leased premises within 100 days after the draining 
well or wells or tile well or wells completed witll in 1.000 feet of the leased premises stan producing in commercial quantities and shall prosecute 
such drilling witll diligence. Failure to sa1isfy tile staJutory o ffset obligation may subject tll is lease and tile owner of the soil's agency rights to 
forfenure. Only upon tile determination of tile Commissioner of the General Land Office and witll his wrincn approval may the pa)·mcnt of 
compensatory royal ty under applicable Statutory parameters satisfy tile obligation to drill an offset well or wells required under this pan~graph. 

18. FORCE MAJ EURE. If, after a good faith elTon. Lessee is prevented from complying woth any express or omphed covenant of 
this lease. from conducting drilling operations on tile leased premises. or from producing o il or gas from tile leased premises by reason of war. 
rebell ion. riots. strikes. acts of God, or any valid order, rule or regulation of government authoriry, then while so prevented. Lcsscc's obligation to 
comply with such covenant shall be suspended and Lcsscc shall not be liable for damages for fai lure to comply with such covenants: additionally. 
til is lease shall be extended while Lessee is prevented, by any such cause, from conducting drill ing and reworking opcnuions or from producing oil or 
gas from the leased premises. However, nothing in this paragraph shall suspend tile payment of delay rcntaJs in ordc:r to maintAin thil lease in etTcct 
during the pnmary term in the absence of such dri lling or reworking opcnuions or production of oil or gas. • 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased prcmoscs. If the owner of the 
soil defaults in payments owed on the leased pn:moses. then Lessee may redeem the rights of tile owner of the soil in the leased prcmoses by paying 
any mongagc. taXes or o tller liens on the leased premises. If Lessee makes payments on behalf of tile owner of tile soil under til is paragraph. Lessee 
may recover the cost oftllcsc payments from tile rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If tile 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 hc:rc:in provided to be paid to tile owner of 
the soil shall be paid to him in the proponoon which his interest bears to the entire undivided surface eswe and the royalties and renllll herein 
provided to be paid to the Commissioner of the General Land Office of the Swe of Texas shall be likewise proponionately reduced. l lowever, 
before Lessee adjusts the royalty or rental due to the Commissioner of the General Land Office., Lessee or his authorized rcprcscnwive must submit 
to the Commissioner of the General Land O ffi ce a written swemcnt which explains the discrepancy between the interest purportedly leased under 
thos lease and the liClual interest owned by tile owner of the soil. The Commissioner of the General Land Office shal l be paid the value of the whole 
production allocable 10 any undivided interest not covered by a lease:, less the proportionate development and production cost allocable to such 
undivided interesL However. in no event shall the Commissioner of the General Land O ffice receive as a royally on the gross production allocable IO 
tile undivided interest not leased an amount less than tile value of one-sixteenth ( 1116) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a ponion of the land covered by this lease is oncluded v.ithin 
tile boundancs of a pooled unit tllat has been approved by the School Land Board and tile owner of the soil in accordance with Natural Resources 
Code Sections 52.1 S 1-52. 154, or if at any time after the expiration of tile primary term or tile extended term. til is 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 otllerwisc severed, so that payments detennoned on a per acre basis under tile 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 tile expinuion o f the primary term, the 
number of acres wually retained and covered by this lease. 

2 1. USE OF WATER. Lessee shall have the right to usc water produced on said land necessary for operations under thos le&e 
c"ccpt water from wells or tanks of tile owner o f tile soil; provided, however, Lessee shall not use potable Water or water suitable for livestock or 
orrigation purposes for watertlood opcnuion.s without the prior consent o f the owner of the soil. 

22 AUTHORIZED DAMAGES. Lessee shall pay the owner of !he soil for damages caused by its operutions to all ~r..onal 
propeny, improvements. livestock and crops on saod land. 

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

24. WELL LOCATION LIMIT. No " 'ell ~all be drilled nearer than "'o hundred (200) feet to any house or bam now on saod 
premoscs without the writlCJl consent o f the owner o f the soil. 

25. POLLUTION. In developing thos area. Lcsscc shall usc tile h ighest degree of care and all proper safeguards to prev~nt 
polluuon. Wothour' limiting tile foregoing. pollution of coastal wetlands. natural Waterways. rivers and impourodcd water shall be prevented by the 
usc of containment facilities sufficient to prevent spoilage, seepage or ground water contamonation. In the even! of pollution. Lessee shall usc all 
means at its disposal to recapture al l escaped hydrocarbons or o ther pollutant and shall be responsible for all dtunage to public and private propenics. 
Lessee shall build and maintain fences atound tiS slush. sump, and drainage piiS and !ank batteries so as to protect livestock against loss. damage or 
inj ury; and upon completion or abandonment of any well or wells. Lcsscc shall fi ll and level all slush pits and cellars and completely clean up the 
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drill ing site of all rubbish thereon. Lessee shall, while conducting operations on the leased premises. keep said premises free of all rubbish. cans. 
boulcs. paper cups or garbage, and upon completion of operations shall restore t.he 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 limit.ations 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 
ex piration or the tennination of this lease unless the owner of the soil grants Lessee an extension of this 12<Hiay 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 
thiny (30) days written notice to the Commissioner of the General Land Office and to the owner of the soil. The owner o f 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 represcnt.atives, successors and assigns. However. a change or division in ownership of the land, rentals. or royalties will not enlarge 
the obligations of Lessee. diminish the rights. privileges and est.ates of Lessee. impa.ir the effectiveness of any payment made by Lessee or impair the 
effectiveness of any oct perfonned by Lessee. And no change or division in ownership of the land. rentals, or royalties shall bind Lessee for any 
purpose until thiny (30) days after the owner of the soil (or his heirs. devisees. legal representatives or assigns) furn ishes 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 panial assignment of this lease shall, to the extent of the interest assigned, relieve and 
d ischarge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only pan of the acreage. the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each. and failure by one or more of them to 
pay his share of the rental shall not affect this lease on the pan of the land upon which pro rata rentals are timely paid or tendered; however. if the 
assignor or assignee does not file a certified copy of such assignment in the General Land Office before the next rental paying date. the entire lease 
shall tenninate for failure to pay the entire rental due under Paragraph 3 . Every assignee shall succeed to all rights and be subject to all obligat ions. 
liabilities. and penalt ies owed to the State by the original lessee or any prior assignee of the lease.. including any liabilities to the State for unpaid 
royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a). if the owner of the soil acquires 
this lease in whole or in pan 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 Commissio ner. An assignment will be treated as if it were 
made to the owner of the soil if the assignee is: 

( I) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation 
or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership: 
(4) a principal stockholder or employee of the corporation which is the owner of the soil: 
(S ) 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. RELEAS ES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and del iver to 
the o wner 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 pan of this lease is properly 
surrendered. the delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was 
covered by this lease immediately prior to such surrender. however, such n;lcasc will not relieve Lessee of any liabilities which may have accrued 
under this lease prior to the surrender of such acreage. 

29. FILfNG OF ASSIGNMENTS AND RELEASES. If all or any pan 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 certifi ed 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 forfeiture at 
the option of the Commissioner of the General Land O ffice. 

30. DISCLOSURE C LAUSE. All provisions pertaining to the lease of the above-described land have been included in this 
instrument, including the st.atcrnent of the true consideration to be paid for the execution of this lease and the rights and duties of the panics. Any 
collateral agreements concerning the development of oil and gas from th~ leased premises which are not contained in this lease render this lease 
invalid. 

3 1. FIDUC IARY 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 intCTCSlS of the owner of the soil conOict with those of the State, the owner of the soil is obligated to put the 
State's interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due. or if 
Lessee or an authorized agent should knowingly make any false return or false report concerning production or drill ing. or if Lessee shall fa il or 
refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General 
Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with rules and regulations promulgated by the 
General Land Office, the School Land Board, or the Railroad Commission, or if Lessee should refuse the proper authority access to the records 
pertaining to operations. or if Lessee or an authorized agent should knowingly fail or refuse to give correct information to the proper authority. or 
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knowingly fal l o r refuse to fum ish lhc General Land Office a correct log of any well, or if Lessee shall knowingly violate any of !he material 
provisions of !his lease. or if !his lease: is assigned and lhe assignment is not filed in lhe General Land Office as required by law, lh~ rights acquired 
under !his lease shall be subject to forfeiture by lhe Commissioner, and he shall forfeit same when suflieiently infonned of the facts which aulhorizc 
a forfeiture. and when forfeited lhe area shall again be subject to lease unda- !he termS of !he Relinquishment AcL However, nolhing herein shall be 
construed as ~ving the a_utomatic tcnnination of th1s lease: by opellllion of law or by reason of any special limitation arising hereunder. Forfeitures 
may be set astde and th1s lease: and all nghts !hereunder reinswed before lhe rights of anolher int.ervene upon Satisfactory evidence to the 
Commissioner of !he General Land Office of future compliance wilh !he pro visions of !he law and of !his lease and !he rules and regulations lha.t may 
be adopted relative hereto . 

33. LIEN. In accordance wilh Texas Natural Resources Code 52.136, !he Suue shall have a first lien upon all oil and gas produced 
fro m the area covered by !his lease to secure payment of all unpaid royalty and olher sums of money !hat may become due unda- !his lease. By 
acceptance of !his tease, Lessee grants lhc State. in addition to !he lien provided by Texas Na.tural Resources Code S2.136 and any olher applicable 
Sllltutory lien, an express conln!Ciual lien on and security interest in all leased minerals in and extracted from !he leased premises, all proceeds which 
may accrue to Lessee from lhe sale o f such leased minerals, whether such proceeds arc held by Lessee or by a lhird parry, and all fi xtures on and 
improvements to lhe leased premises used in COMCCiion wilh lhe production or processing of such teased minerals in order to secure lhe payment of 
all royalties or olher amounts due or to become due under !his tease: and to secure payment of any damages or loss !hat Lessor may suffer by reason 
of Lessee's breach of any covenant or condition of !his lease, whelher express or implied. This lien and security interest may be foreclosed wilh or 
wuhout coun proceedings in lhe manner provided in !he Title I, Chapter 9 of !he T c:xJLS Business and Commerce Code. Lessee agrees !hat lhe 
Commissioner may require Lessee: to execute and record such instruments as may be reasonably necessary to acknowledge. ana.ch or perfect !his lien. 
Lessee hereby represents lhatlhere arc: no prior or superior liens arising from and relating to Lessee's activities upon lhc: above-described propeny or 
fro m Lessee's acquisition of !his tease. Should the Commissioner a1 any time determine lhal !his representation is not true:, !hen lhe Commissioner 
may declare !his tease forfeited as provided herein. 

34. POOLING. Lessee is hereby grdnted lhe right to pool or unitize !he royalty interest of the owner of lhe soil under !his lease: wilh 
any o lher IClSc:hold or mineral mterc:st for lhe exploration, development and produaion of oil ()(gas()( eilher of !hem upon lhc same toms as shall be 
approved by lhe School Land Board and lhe Commissioner of !he: General Land Office for !he pooling()( Wlitizing of !he interest o f the Swc Wider 
lh1s lease pursuant to Texas Nalurat Resources Code: S2.1S I-S2.1S3. The owna- of lhc: soil agrees lhallhe inclusion of !his provision in !his tease 
Satisfies lhe execution requirements Sla1cd in Texas Na1ural Resources Code S2. 1S2. 

35. INDEMNITY. Lessee hereby releases and discharges lhe Suue of Texas and lhc: owner of lhe soil, !heir o fficers. employees, 
partners, agents, contractors, subcont:ractors, guests, invitees, and !heir respective successors and assigns, of and from all and any actions and causes 
of action of every nature. or olher harm, including environmental harm, for which recovery of damages is sought. including. but not limited to, all 
tosses and expc:n5CS which an: caused by lhe activities of Lessee:, its o fficers, employees, and agents arising out of, incidental to, or resulting from, 
the operations of or for Lessee on the leased premises hcreunda-, or !hat may arise out of or be occasioned by Lessee's breach of any oflhe terms or 
provisions of !his Agreement. or by any olher negligent or strictly liable act or omission of Lessee. Funher, Lessee: hereby agrees to be liable for, 
exonerate. indc:tMify. defend and hold harmless !he State of Texas and !he owner o f the soil, !heir officers. employees and agents, !heir successors or 
assigns, against any and all claims. liabilities, losses, damages, actions, pc:rsonal injwy (including dealh), COSl5 and expc:nscs. ()( olha- barm for which 
recovery of damages is sought. under any lheory including ton, contraGt, or strict liability, including a110meys' fees and olher legal expenses. 
including !hose relaled to environmenlal hazards, on lhe leased premises ()( in any way relalcd to Lessee's failure to complY, wilh any and all 
environmental taws; !hose arising from or in any way reiBied to Lessee's opc:ra1ions or any olher of Lessee's activities on the leased premises; !hose 
arising from Lessee's usc of lhe surface: of !he leased premises; and !hose !hal may arise out o f or be occasioned by Lessee's breach of any of the 
tenns or provisions of !his Agreement or any olher act or omission or Lessee:, its directors, officers, employees, partners, agents. contractors. 
subcontractors. guests, invitees, and !heir respective successors and assigns. Each assignee of !his Agreement. or an interest !herein. agrees to be 
liable for, exonerate:, indemnify, defend and hold harmless lhe State of Texas and !he owner of lhe soil, !heir officers, employees. and agents in lhc 
same manner provided above in COMCCiion wilh !he activities of Lessee, its o fficers, employees, and agents as described above. EXCEPT AS 
OTIIERWISE EXPRESSLY LIM ITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LlABIUTIES ASSUMED 
UNDER THE TERMS OF T HIS AGREEMENT SHALL BE WITHOUT LIMITS AND W ITHOUT REGARD TO THE CAUSE OR 
CAUSES THEREOF (EXCLUDING PR£-EXJSTINC CONDITIONS), STRJCf LiABILITY, OR T HE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INCLUDING THE NEGLIGENCE OF THE lNDENlNIF'IED PARTY). WHETHER SUCH NEGLIGENCE BE SOLE. 
J OINT, CONCURRENT, ACfiVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lesscc: shall u~ !he highest degree of care and all reasonable safeguards to prevent 
contamination or pollution of any environment.al medium. includmg soil, surface Walers, groundWala-, sediments, and surface or subsurface Sltata. 
ambient air or any o lher environmenlal medium in. on. or under lhe leased premises, by any waste. pollutant. or contominanL Lessee shall not bring 
or permit to remain on !he leased premises any asbestos containing materials, explosives, toxic malcrials, or substances regulaled as hazardous 
wastes, hazardous materials, hazardous subSWICCS (as !he tcnn "Hazardous Substance" is defined in !he Comprehensive Environmental Response:, 
CompenSation and Liabili ty Aet (CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances Wider any federal, Sla1C. or local law or regula110n 
("Hazardous Mat.erials"), except ordinary products commonly used in connec~ion wilh oil and gas exploration and development operations and stored 
in the usual manner and quantities. LESSEE'S VIOLATION OF Til E FOREGOING PROHJBITION SHALL CONSTITUTE A MATERlAL 
BREACH AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF 
TEXAS AN D T HE OW NER OF T HE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, J UDGMENTS, PENALTIES, 
LIA BILITIES. AND COSTS (INCLUDING REASONABLE AITORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING 
OUT OF (I) A VIOLATION OF T HE FOREGOING PROHIBITION OR (II) THE PR£SENCE. RELEASE, OR DISPOSAL OF ANY 
HAZARDOUS MATERiALS ON, UNDER. O R ABOUT THE LEASED PREMISES DURJNC LESSEE'S OCCUPANCY OR CONTROL 
OF T HE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAlR ANY SOIL OR GROUND WATER 
CONTAMlNATI~ AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, 
UNDER, OR ABOUT THE LEASED PREM ISES DU RJNG LESSEE'S OCCUPANCY OF THE LEASED PREM ISES lN 
CONFORMANCE W ITH THE REQUIREMENTS OF APPLICABLE LAW. TH IS INDEMNIFICATION AND ASSUMPTION SHALL 
APPLY, BUT IS NOT LIM ITED TO, UABILITY FOR RESPONSE ACfiONS UNDERTAKEN PURSUANT TO C ERCLA OR ANY 
OTII ER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDlATELY GIVE THE STATE OF TEXAS AND Ttl ( 

- 7 -
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OWNER OF T HE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF T HIS PARA GRAPH, UPON 
LEARN ING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON REC EIVING A NOTICE FROM ANY 
GOVERNM ENTAL AGENCY PERTA INING TO HAZARDOUS MATERIALS WlflCH MAY AFFECT THE LEASED PREMISES. 
H IE O BLIGATIONS O F LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERM INATION. fOR ANY 
REASON, Of TtllS 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 amendmen ts thereto. and if any provision in this lease does not 
confonn to these statutes. the statutes will prevail over 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 in the county 
records and in the General Land Office of the State of Texas. Once the fi ling requirements found in Paragraph 39 of th is lease have been satisfied. 
the e!Tective date of this lease shall be the date found on Page I. 

39. LEASE FILING. Pu~uant 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 cen ified copies thereof must be filed in the 
General Land Office. This lease is not e!Teetive unti l a cenified copy of this lease (which is made and cenified by the County Cieri< from his records) 
is tiled 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 fi ling 
lee shall accompw1y such ccn ified copy to the General Land Offi ce. 

LESSEE: 

N 

8~~~~~~~~~---------­
TI ~enneth H. Gray, 

DATE: 11/l£>/ll 

LESSOR: 

OAK VALLEY MINERAL AND LAND, LP 

BY:. _ _ CJLL-::;7j;J.'----"-1ftM--V_~ ____ _ 

TITLE:_...J~~~~~f#~"-=/ ___ ______ _ _ 

DATE: dfi(/fu 

- 8-
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STATE OF 

COUNTY OF 

lJ . Tbr· i~tr:~f!Jeal w~ledged before me ou tbis (r,f+l day of v~, 2011, 
flld'\QL_E . t!~ as ~ of Oak Valley Mineral aDd Laod, LP aud ou behalf of Oak Valley 

Mineral aud Laud, LP. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

N6~ 
Notary's Seal: 

! 
.................................... ! 

.. ··~v'P'<;···· Brian Gregory Arnold Jr. i 
f~~*'+i;-, Notary Public • 
~~ :A-~ STATE OF 'fEXAS i 
\:~-: •• • :·.~./ My Comm1s~~O:,, i 

···:!.~.~-~··· Expire& 08/13~ .................................. 

1 J Jb~ustrum6(1~::' ~knowledged before me on tbis :) * day_ o~~~, 2011, by 
~\\!. fl: .~o.u , as ~!&..~]1' aod on behalf or Enefl:en Reso~rporatlon 

f\ \) Q.~~,k,uJJ)___. 
Notary Public 

. 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, UP 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 $4.52 for years two and 
three of t his lease have been prepaid, and are included in t he 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 one half(1/2) has been paid to the State of Texas. 

rn.z' 8733 
fiLED POI UCOIID OR TRE:.___5TH ___ DAY OJ' __ D_E_C_EMB __ ER _ ____ A.D. 20Ul0:07A 11. 

DUL~COllDIED 011 THE .!·:rJ '" D.:.::. DECEMBER A.D. 20116 - 00P 11. 
~~\ ~ 'Y\.J.-.1 0 +\ u~ uroru u DIAIDIE o. n.ouz. COURTY CLEU. 

'-":........:.....:....:::z:x:::....::...;_;;:;_~--:."'--~"""""-'-lo!..!o;y REEVES comrn. 'IUAS 

PAGE ~4 7 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and forego1ng 1s a full, true and correct photographic copy of the 
original record now 1n my lawful custody and possess1on, as th~~ ts 
filedirecorded in the pubh r s of my offtee, found 1n VOL ~. 

PAGE~ THRU I 

•<-'~ lherebycenified 51 cJG I d-
··t~.,. "''it~· [::: -k-1~ DIANNE 0. FLOREZ, OUNTY CLERK 

; "' ~ f RE~ COUNTY, TEXAS 

~ a{A' ChJ4 <O.j{G 9EMY 



ENERGE ' I RF.~ -JURCES CORPORATIOI' 
605 Ri:.: •<:""~ .'.mngt~m Blvd North 
Bi:mingham, Alabama 35203-2707 
Telephone (205) 126-271 o 

VENDOR ~!1\MJ: 

STATE OF TEXAS 

VOUCHER VENDOR INV # INV DATE 

10-AP-10650 102111D 
BONUS 

1 0/18 / 11 

I !:,9/. qD 
;1/f. 75 
;q33. b!L 

. ' 

12702658 Page 1 of 1 

VENDOR NO. CHECK DATE CHECK NUMBER AMOUNT 

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

TOTAL 
AMOUNT 

PRIOR PMTS 
& DISCOUNTS 

26 , 511.75 0. 00 

0 . * 

0 • ~( 

1 · 861·85+ 
1• 933 · 60+ 

796 . 90+ 

845 · 95+ 

1 · 691•90+ 
1 · 691·90+ 
1 · 718 · 75+ 
1 · 933 · 62+ 
1' 178 · 05+ 

NET 
AMOUNT 

26,511.75 

~,511.75 

1 · 933 · 62+ 

~~~~ 1 · 933 · 62+ 
1 · 427 · 55+ 
1 •933 · 63 + 

~ 
1 · 933 · 63+ 

608 · 75+ 
l - \. \. 

1 ' 9 3 3 • 6 3 + ~ 
1 · 1 54 · 80+ 

26 · 511 · 75:::-~-

DETACH BEFORE DEPOSITING 



ENERGE 'I RESOURCES CORPORA TJON 
605 P.f:.:·;~~ t\miigton Blvd North 
Bl:tnlngham, Alabama 35203-2707 
Telephone (205) 126<?71 o 

VENDOR NMII: • 

STATE OF TEXAS 

VOUCHER VENDOR INV # 

10-AP-10650 102111D 
BONUS 
OVERNIGHT TO MIDLAND 

TOTAL INVOICES PAID 

12702658 Page 1 of 1 

INV DATE 

10/18/11 

VENDOR NO 

21640 

TOTAL 
AMOUNT 

26, 511.75 

DETACII BEFORE DEPOSITING 

CHECK DATE CHECK NUMBER AMOUNT 

Oct-25-2011 394663 $26,511.75 

PRIOR PMTS 
& DISCOUNTS 

0.00 

NET 
AMOUNT 

26,511 . 75 

~,511 . 75 

\?! 



vVILLIAM A. CHALFANT, CPL 
M ATIHI=W CH.\LFA T, RPL 

October 27, 2011 

Mr. Drew Re id 
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 Va lley 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, 

hWv-~ tl><-
Mike Ketter --b] S'lo'~ 152..~ 

MC/kj f 
enclosures 0 ~ 

\~VV\ \:> ~ ~ @, 0\0 l. CGI\ov\. -

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



W ILLIAM A. CHALFANT, CPL 
M AT1HEW 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) 684-9819 
Fax: (432) 682-2601 

E-mai l: bill@chalfa ntproperties.com 
matthew@chalfantproperties.com 

Enclosed please find certified copies of seventeen ( 17) Mineral Classified Oil and Gas Leases 
from Oak Valley Minera l and Land, L.P. to Energen Resources Ccorporation. 

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

Si ncerely, 

\..1'X)cltl'l~ 4 <0V 
Matthew Chalfant c~ 
MC:kj 
enclosures 

AAPL's FI RST INDEPENDENT LANDMAN OF THE YEAR 1998 - 1999 



r-ile No -'-"l t,_;s__._r_~_<-J~---. ___ _ 

Date Filed: \te>(lG I l l 

Jerry,E. Patterson, Commissioner 

Pv o-1-; 



TEX AS 

July 30,2012 

Chris Cuny 
Energen Resources 
3300 North A St. 
Building 4, Suite I 00 
Midland, Texas 79705 

Re: State Lease MF 113784A 

Dear Mr. Cuny: 

ER A L L A D OFFRCE 
JERRY PATTERSON, COMMISSIONER 

RAL Lease dated October 3, 2011 recorded in Bk. 913, Pg. 238, 
covering 2.255 net ac. being Sec. 44, Blk.. 56, PSL Survey, Reeves Co. 
TX, Oak Valley Mineral & Land, LP, agent for State ofTX, 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-113784A. Please refer to thls lease number when making 
payments to the State and in al l 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 I O(B) which requires submission of written notice for all drilling, 
production and related activities. When forms are fi led with the Texas Railroad Commission, they are required to 
be submitted to the General Land Office as well. Examples are W-1, Application to Drill; W-2, Oil Well 
Completion Report and Log; G-1 , Gas Well Completion Report and Log; W-3, Plugging Report; G-5, Gas Well 
Classification Report; G-10, Gas Well Status Report; W-10, Oil Well Status Report; W-12, Inclination Report; 
electric logs; directional surveys. 

Chapter 52 of the Texas Natural Resources Codes specifies that the surface owner's right to receive a portion 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. 

The description on the lease is the South Portion, Sec. 44, Blk. 56, PSL Survey, however based on your gross acres 
of 315 it appears Htis would be the North Portion. If thjs is the case, please amend the lease, and forward a 
certified copy of the amendment. 

Of your remittance of$26,511.75, $1 ,691.90 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 $1 00 processing fee which we request you send as soon as 
possible. 

:;: : () 
DrewRe;d ~ t 
Mine~ Leasing, Energy Resources 
(5 12) 475-1534 
drew.reid@glo.texas.gov 

Stephen F. Austul 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.state. tx. us 
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ENERGEN RESOURCES CORPORATION 
. .;05 Richard Arrington Blvd North 
Birmingham, Alabama 35203-2707 
Telephone (205) 326-2710 

VENDOR NAME 

COMMISSIONER OF THE TEXAS 

VOUCHER VENDOR INV# INV DATE 

01/21/13 

J.3706407 

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- 1 2076 012313H 
LEGAL & TITLE 
OVERNIGHT TO KEN GRAY 

TOTAL INVOICES PAI D x 2,750.00 

(r\ 

Energen Resources Corporation now offers payment via DIRECT DEPOSIT. 
If you would like Jo 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 

612 

CHECK NO. DATE PAY EXACTLY 

450526 Jan-29-2013 $2,750.00 

PR~?tZL/ 

TREASURER 



ENERGEN 
RE SOU R C E S 

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 a re any 

questions please contact me at 432-688-3149 

Very truly yours, 

Linda Wallace 
Land Analyst 

/lw 
Enclosures 

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



ENSRGEN 
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 
TX43 9055-0GP State Lease MF112944F $175.00 
TX430342-04P State Lease MF113781A $125.00 
TX430432-03P State Lease MF113780A $125.00 
TX430342-05P State Lease MF113791A $125.00 
TX430344-04P State Lease MF113788A $125.00 
TX430344-03P State Lease MF113787A $125.00 
TX430344-08P State Lease MF113793A $125.00 
TX430344-07P State Lease MF113792A $125.00 
TX430344-06P State Lease MF1.13790A $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 MF113522 $125.00 
TX439007-09P State Lease MF112698A~ 
TX439007-10P State Lease MF112698B 
TX439007-12P State Lease MF112698C 
TX439007-11P State Lease MF112698Q .... ~200.00 

Total 0 ,750.00 -j 

v 

Energen Resources Corporation, an Energen Company 3300 North "A" Street Building 4, Suite 100, Midland, Texas 79705 (432) 687-1155 
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Jerry E. Patterson, Comm1ssione1 

Bv---__,3'f_.....,,<.__ __ _ 




