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TractlO: 
Section 30· _ outh Pa.-1 

Block 55, TS 
T &P RR Survey 

Gross acres: 360.00 
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Section 34: South Part 
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HAL REVIEW SHEET 

Transactlln # 7494 GB~Qst: 

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

Lasses: Energen Resources. Gross Acrat 6699.25 

Nat Acrat 35.349 

LEAIEIHC.,_ 

COOnty PR# Baa Alii rm Part sac. BD:k Twp Survuy Abst# 
REEVES 07-103243 119585 Ul 2 45 00 PUBLIC SCHOOL LAND 3655 

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

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

ReE;VES 07-110146 93424 Ul 30 55 05S T & PRY CO 2444 

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

TERMI OfFEJifl TERMI RRIIBHIEI 

PrinarY T arm 13 years Primary T arm 13 years 

Bonus/Acre: $1 .5oo.oo 1 Bonus/ Acre $1 ,5oo.oo 1 
RantaVAcra: $o.oo 1 RantaVAcra $0.00 I 

Royalty: 11/4 Royalty 11/4 

c•ARISONI 
MF# 
MF111922 

LBSS88 Data Tarm Bonus/Ac. RantaVAc. Royalty llstanca 
lr=E-ne- r-ge-n--=R-e-so- u-rc_e_s -:C-orp- or-at-:-io-n--,, lj 9/28/201 o; 5 years $1 ,300.00 ; $1.00 ' ._111_4 _ __, Last LBaSB 

.---------, ~==~ ~==~ ~==::::::'' ....-------, 
~===::::::::: ~==========~ ~===~ ~~ ;:::::::::==~ ~===:::::::1 ~' ~ ~==~ 
~=====: ~==========::::: :====::::::: :=:::=::::: ~==:::::: ~===~'~~~ ~==::::::::: 
.._ _ _ _ __, ._ _________ __, ...._ __ ___, .___ _ _J ...._ _ _ ___, .._ __ __,! ._I _ ___. .._ ___ _J 

CIIIIIJ811U:: 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#8728 

Gcncno: Laoo OOicc 
Rchn<;UIShrnent Act Lease Fonn 
Revised. Scptcmbct 1997 

188 

M r\13/6"1 A 

THIS AGREEMENT is made and entered into this 3rd_day of October, 2011 bel"em the Slate ofTcxas, IIGling by and through its agent, 
Oak Valky Mioual aod L.aod, LP of P. 0 . Bos 50820, Midlaod, Tnu 79710, said agent herein referred to as the owner of the soil (whether one 
or mon:), and Eou&u Resotorces Corpoutioo, 3300 Nortll "A" Street, Buildio& 4, Su.ite 1()(), Midlaod, Tnu 79705, hereinafter called Lessee . 

I. GRANTING CLAUSE. For and in consideration of the amounts staled below and of the covenants and agreements to be paid, 
l...:pt and performed by Lessee under this lease, the Stale of Te>.as acting by and through the owner of the soil, haeby grants, leases and lets unto 
Less.:e. for the sole and only pwpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and 
building power Slations, telephone lines and other Structures thereon, to produce, save, lake care ot: tn:at and lr11nSpon said products of the lease, the 
following lands situaled in ~Ueves Cou•ty, Slate of Texas, to-wit: 

J.!Llli.X55. 15. I' & I' RR C'o Suncy 
Section 30. SoullJ Pon.on 

Containing 360.00_ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the Slate of Texas: One TI1ousand Nine Hundred Thirty-Three Dollars & 631100 
Dollars (S 1,933.63) 

To the owner oftbe soil: One Thousand Nine Hundred Tbirty-Trbcc Dollars & 631100 
Dollars ($1 ,933.63) 

Total bonus consider.uion: Three Thousand Eightllundred Sixty-Seven & 25/100 Dollars ($3,867.25) 

The total bonus consideration paid represents a bonus of Fitlcc:n Hundred Dollars & noll 00 
Dollars ($1500.00) per acre., oo 1.57812488 net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term ofTh n:.: (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 = ipts from the sale or other authorizA:d conunercial use of the: substance(s) covered exceed out of 
pocket operational expenses for the six months last past. 

3. SEE PARAGRAPH 40 ON ATTACIIEO EXIII BIT "A" FOR DELAY RENTALS. If no w~ll is Oo1UIII811Eklll91l lhelaas.!EI 
l*'lfllisos en er b~IOA! eoe ( I) )'illlf fFem Ibis dal<&, Ibis IIIIlS(! shailiMBifwla; 11911166 eo or be.!Or.~ sooh llftfliY~Aitif)' Qllk! b~!ISO!~ sl!all fMI)' ar ~~~Aller lo 
Ill~ owAar of lbe sail or te his &Filli.il ill lbe BaH, 111 , or iiS 
SYSGi!SSoFS (whiefi shall GOAIH!Yi! liS lhe depesitePj HgBAiii!IS6 of elwtgiiS ifl lbe O''AIO!rsbijl of Sllid lllllil), lb~ lllll911RI SjiOIIifillli below; ifl lllidilio&; 
bi!'"...&e~ sllall pey or l<llliler te lbe CQHHISSIQI>IIOR QF 11110 GIOI>IIORM. bAJ•ID QFrtCIO QF THJ; STATii QF TliX AS, 1:r AUSTJ:I>I, TEXAS. 8 

lil.e Still! 011 or be lOA! Sllid dale. PaymeRIS llflililr IIJ.is j16R181llph sl!aJI 0Jidf91B liS 8 FeR tal QRQ sllall ilOYdf lbe pri•;iiO!SOI af dar..ffiflglba BOD\III~BGillfh!llt 
of& •Nell !Or 01111 ( I) yilllf fFom Sllid Qllk!. PII)'IIIMIS llflii&F Ibis Jlllfli8AIIIR lillaU be ifllha !OIIowiflg BIBOWIIS: 

To lh110WBI!f oflhe soil: 
QelliiFS ($ 

To lhiiS!a!e ofTeMaS: 
Dollflf:i ($ 

Dellaf:i ($ 
In 8 Iii .. ! m&AR"r lllld upon lille peymllftiS or kmders IIIHiually, lho eemmellG~mllftl of 8 'ball BUt)' ba ftH!ho1r dofoffi!d !Or swolld56i • e pori ads af a no ( I) 
year eooh dlifing lila primary l&m\o All pa;<IIIMIS ar ~~~Allers of reA tal te lhe oWfler ef lhe soil may llo1 Rlllila by oll~ek er sigbl dfai\ of bi!IS6ee, or lillY 
1!156i8f11Wl ef lhis II!IIS(!, IIIlil Rill)' lie lielh·eRIII e 11 er beline lllo r.~ntal Jlll)"ing Qllk!. lfllle baak 1!86igt111led in Ibis Jlllfli8AIIIh (or iiS st~eee56or llflfll<) sllo11ld 
111111505 10 BJtiSI; SIISJIO!Od biiSifii!SS; liq11iQIIk!, fail ar be SIIBB6Bdeil lly llllolher llllftk; or !Or lilly rii8SOA f&il Of Ftlfuse te IIIIBdJll Ft!Atel, bd560!d siJIIIIIIOI be 
held in Elalallh for fail liFt! Ia malie s11eh Jlll)'meAIS or teAilolfs of re11tal llfllil lbifty (JQ) days after lhe oWBer of lhe soil sl!alllieli•;er te bessee 8 pre per 
reoordallle ~1118111iflgllllolllw llaftk 115 &gMI te ,_i•;e SliGh jl6)'fiiOiftiS or klltd<!rs. 

4. PRODUCTION ROYALTIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half ( 112) of the 
royalty provided for in t!l is lease to the Commissioner of the General Land Office ofth.: State of Texas, at Austirt, Texas, and one-half ( l/2) of such 
royalty to the owner of ll1c soil: 

(A) OIL. Royalty payable on oi~ which is delincd as including all hydrocarbons produced in a liquid form 111 the mouth of the well 
and also as all condenSaJC, distilla!C, and other liquid hydrocarbons rC)C()vercd from oil or gas run through a separator or other equipment, as 
hereinafter provided, shall be ooe-fourtb (J/4lb) pan of the gross production or the martel value thereof; Ill the option of the owner of the soil or the 
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Commissioner of the General Land Office. such value to be determined by I) the highest posted price. plus premium. if any, offered or paid for 011 . 
condensate, distillate, or other liquid hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run. or 2) 
the highest market price thereof offered or paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof. 
whichever is the greater. Lessee agrees that before any gas produced from the leased premises is sold, used or processed in a plant. it will be run free 
of cost to the royalty owners through an adaquate oi l and gas separator of conventional type. or other equipment at least as efficient. so that all liquid 
hydrocarbons recoverable !Tom the gas by such means will be recovered. The requirement that such gas be run through a separator or other 
equipment may be waived in writing by the royalty owners upon such tenns and conditions as they prescribe . 

(B) NON PROCESSED GAS. Royalty on any gas (including Oared gas), which is defined as all hydrocarbons and gaseous 
substances not defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas 
processed in a plant for the extraction of gasoline, liquid hydrocarbons or other productS) shall be one-fourth (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 qua.lity in the general area where produced and when run, or the gross price paid or offered to the 
producer, whichever is the greater, provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 
pounds per square inch absolute. and the standard base temperature shall be sixty (60) degrees Fahrenheit. corroction to be made for pressure 
according to Boyle's Law, and for specific gravity according to tests made by the Balance Method or by the most approved method of testing being 
used by the industry at the time of testing. 

PROCESSED GAS. Royalty on any gas proccssc:d in a gasol inc plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be one-fourth (l/4th) part of the residue gas and the liquid hydrocarbons extracted or the marlcet value thereof, at the option of 
the owner of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (I 00%) of the 
total plant production of residue gas attributable to gas produced !Tom this lease, and on fifty percent (SO%), or that percent accruing to Lessee. 
whichever is the greater. of the total plant production of liquid hydrocarbons attributable to the gas produced !Tom 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 
3pplic.able to liquid hydrocarbons shall be Iitty percent (50"/e) or the highest percent accruing to a third party processing gas through such plant undet 
a processing agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements 
or contracts in the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by I) 
the highest marltet 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) OTHER PRODUCTS. Royalty on carbon black. sulphur or any other productS produced or manufactured from gas (excepting 
liquid hydrocarbons) whether said gas be casinghead. "dry." or any other gas, by fractionating, burning or any other processing shall be one-fourth 
(I 14th) part of the gross production of such products. or the market value thereof. at the option of the owner of the soil or the Commissioner of the 
General Land Office, such marltet value to be determined as follows: I) on the basis of the highest marltet price of each product for the same month 
in which such pRKluct is produced. or 2) on the basis of the average gross sale price of each product for the same month in which such products arc 
produced; whichever is the greater. 

5. MfNIMUM ROYALTY. During any year after the expiration of the primary term of this lease, if this lease is maintained by 
production, the royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided: 
otherwise, there shall be due and payable on or before the last day of t.he 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 docs not specify a delay rental amount. then for 
the purposes of this paragraph, the delay rental amount shall be one dollar (S 1.00) per acre. 

6. ROYALTY IN KfND. Notwithstanding any other provision in this lease. 81 any time or !Tom time to time, the owner of the soil 
or the Commissioner of the General Land Office may, at the option of either, upon not less than sixty (60) days notice to the holder of the lease. 
require that the payment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the 
Commissioner of the General Land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner 
of the General Land Office's rights or Lessee's obligations. whether express or implied, under this lease. 

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

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

9. ROYALTY PAYMENJfS 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: 

189 

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 the second month succeeding the month of 
production, and royalty on gas is due and must be received in the General Land Oflice on or before the I Sth day of the second month succeeding the 
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momh of producrion. accompanied by the aOidavir of lhe owner. manager or other authorized agcnl, compleled in the fonn and manner prescribed by 
the General Land Office and showmg the gross amounl and disposirion of all oil and gas produced and the marker value of lhe oil and gas. roger her 
wtth a copy of all documents. records or rc:pons confinning the gross production, disposilion and marker value mcluding g~ meier readm~ pipeline 
rccctplS. gas line receipts and Olher checks or memoranda of amounl produced and pul inlo pipelines, tanks, or pools and gas lines or gas storage, and 
any olher repons or records which the Genc13l Land Office may require 10 verify rhc gross producrion, disposirion and marker value. In all cases lhe 
authorily of a manager or agemto act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by 
a check stub, schedule. summary or other rcmtttancc advice showing by the assigned General Land Office lease number the amount of royalty bemg 
paid on each lease. If Lcsscc pays his royalty on or before thirty (30) days after the royalty payment was due. then Lcsscc owes a penalty of 5% on 
the royalty or $25.00. whichever is grcatcr. A royalty paymcm which is over thirty (30) days late shall accrue a penalty of 10"/o of the royalty due or 
$25.00 whichever is greater. In addition 10 a penalty. royalties shall accrue interest at a rate of 12" per year, such imerest will begin accruing when 
the royalty is sixty (60) days overdue. Aflidavits and supporting documents which arc not filed when due shall incur a penalty in an arnoum set by 
the General Land Office: administrative rule whtch 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 da!.c provided herem. Payment of the delinquency penalty 
shal l in no way operate to prohibit the State's right of forfeiture as provided by law nor act 10 postpone the date on which royalties were originally 
due. The above penalty provisions shall not apply in cases of title dispute as to the Stale's portion of the royalty or to that portion of the royalty in 
dispute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lc:ssc:c shall annually furnish the Commissioner of the General 
Land Office with its ~t possible estimate of otl and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner 
with copies of all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) 
days after entering into or making such contracts, agreements or amendments. Such conlraets and agreements when received by the General Land 
Office shall be held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to 
the production, transportal. ion, sale and markeung of the oil and gas produced on said premises, including the books and accounts. recctpts and 
discharges of all wells. tanks, pools. meters. and pipelines shall at all times be subject to inspection and examination by the Commtsstoner of the 
Gencrnl Land Office, the Auomcy Gencrnl, the Governor, or the rcprescntalivc of any of them. 

(B) PERMITS. DRILLING RECORDS. Written notice of all operations on this lease shall be submitted 10 the Commissionc:r of 
the General Land Office by Lc:ssc:c or operator five (5) days before spud date, workovcr, re-entry, temporary abandonment or plug and abandonment 
of any well or wells. Such wrinen notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. 
Copies of well tests, completion n:pons and plugging repons shall be supplied to the General Land Office at the time they arc tiled with the Texas 
Railroad Commission. All applications. permits. n:pons or other filings that reference this lease or any specific well on the leased premises and that 
arc submitted to the Texas Railroad Commission or any other governmental agency shall include the word "Stale" tn the title. Additionally. tn 
accordance with Railroad Commission rules. any signagc on the leased premises for the pwpose of identifying wells. tank banertes or other 
associated improvements to the land must also include the word "State." Lessee shall supply the General Land Office with any records. memoranda. 
accounts, repons, cunings and cores, or other infonnation relative to the operation of the above described premises. which may be requested by the 
Genernl Land Office, in addition to those herein expressly provided for. Lessee shall have an clccuical and/or radioactivity survey made on the bore· 
hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises Bl)d shall transmit a 
true copy of the log of each survey on each well to the General Land Office within fifteen (I 5) days after the making of sa1d survey. 

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

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

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term. neither 
oil nor gas is being produced on said land, but Lessee is then engaged in drilling or reworking operations thereon, this lease shall remain in force so 
long as operations on said well or for drilling or reworktng of any additional well arc prosecuted in good faith and in workmanlike manner without 
interruptions totaling more than sixty (60) day~ during any one such operation, and if they result in the production of oil and/or gas. so long thereafter 
as oil and/or gas is producc:d in paying quantiti.-s from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as 
provided in this lease. 1 

13. CESSATION, DRILLING. AND REWORKING. If, after the expiration of the pnmary term. production of oil or gas !'rom the 
leased premises, after once obtained. should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or n:worJ..tng 
opcrauons wtthin sixty (60) days after such cessation, and this lease shall remain in fu ll force and cftcct for so long ~ such operations continue in 
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good fait,h and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the 
production of oil or gas. the lease 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 tenninate if the Lessee commences additional 
drilling or rework.ing operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as 
Lessee continues drilling or reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) 
days. Lessee shall give wrinen notice to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "well" means any well that has been assigned a well number by the 
state agency having jurisdiction over the production of oil and gas. If. at any time afler the expiration of the primary tenn of a lease that. untill>eing 
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 suitable production facili ties or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty 
an amount equal to double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oi l or gas in 
paying quantities. If Paragraph 3 of this lease does not specify a delay renta.l amount, then for the purposes of this paragraph. the delay rental amount 
shall be one dollar ($ 1.00) per acre. To be effective. each in itial shut-in oil or gas royalty must be paid on or before: ( I) the expiration of the primary 
tenn. (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 (112) to the Commissioner of the 
General Land Office and one-half ( 112) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a 
producing lease and the payment shall extend the tenn of the lease for a period of one year from the end of the primary tenn, or from the first day of 
the month following the month in which production ceased. and, afler that, if no suitable production facilities or suitable market for the oil or gas 
exists, Lessee may extend the lease for four more successive periods of one (I) year by paying the same amount each year on or before the expiration 
of each shut-in year. 

15. COMPENSATORY ROYALTIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty. 
oi l 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 gal; 
royalty shall cease, but the lease shall remain effective fo r the remainder of the year for which the royalty has been paid. The Lessee may maintain 
the lease for four more successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of 
production from the well causing the drainage or which is completed in the same producing reservoir and within one thousand ( 1,000) feet of the 
leased premises. The compensatory royalty is to be paid monthly, one-hal f ( 112) to the Commissioner of the General Land Offi ce 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 royalty payments which an: 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 detennination of the 
Commissioner, and with the Commissioner's wrinen approval, the payment of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. NotwithStanding any provision of this lease to the contrary, after a well producing or capable of 
producing oil or gas has been completed on the leased 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 expiration date of the primary or extended tenn it 
shall then tenninate as to all of the leased premises. EXCEPT ( I) 40 acres surrounding each oil well capable of producing in paying quantities and 
320 acres surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 
hereol), 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 52.151-52.153, 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 [egulations of the Railroad Commission of 
Texas. or any successor agency. or other governmental authority having jurisdiction. If at any time after the effective date of the partial tennination 
provisions hereof, the applicable field rules an: 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 thereafler allocated to said well or wells for 
production purposes. Notwithstanding the tennination 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 Paragmph I hereof. together with 
easements and right -<If-ways for existing roads.. existing pipelines and other existing faci lities on, over and across all the lands described in Paragraph 
I hereof ("the retained lands"). for access to and from the retained lands and for the gathering or transportation of oil. gas and other mineral~ 
produced fro m 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 
tcnn it shall further tenninate as to all depths below 100 feet below the total 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 after the primary or extended tenn Lessee pays an amount equal to one­
half (In) of the bonus originally paid as consideration for this lease (as specified on page I hercol). If such amount is paid. this lease shall be in force 
and effect as to such deeper depths., and said tennination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas 
is produced in paying quantities from such deeper depths covered by this lease. 

I IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall. as nearly as practical. be in the 
fonn 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 thirty (30) days after partial tennination of this lease as provided herein, Lessee shall execute and record a release or releases 

- 4 -

191 



•• • • • • • • • 
• •••••• • • 

• 
•••• • • • • • 

• •••••• • • 
• 

• •••••• • • 

BOOK H I :{ PAGE 192 

containing a satisfactory legal description of the acreage and/or depths not retained hereunder. The n.:corded release, or a cent tied copy of same. 
shall be: filed in the General Land Office. accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the rele!a>.c 
is liled. If Lessee fail s or refuses to execute and n:cord such release or releases within ninety {90) days after being requested to do so by the Gcncr-"1 
Land Qtlice, then the Commissioner at his sole discretion may designate by wriuen mstrument the acreage and/or depths to be released hereunder 
and record such instrument at Lessee's expanse tn the county or counties where the lease is lOCated and in the official records of the General Land 
Office and such designation shall be bindmg upon Lessee for all purposes . 

17. OFFSET WELLS. Neither the bonus, delay rentals, nor royalties paid, or to be paid, under this lease shall relieve Lessee of hts 
obligation 10 protect the oi l and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the 
le!a>.ed pre111ises shall drill as many wells as the facts may justifY and shall usc: appropriate means and drill to a depth necessary to prevent undue 
drainage of oil and gas from the leased p"miscs. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the 
leased premises. or in any case where the leased premises is being drained by production of oil or gas, the Lessee. sublessee, receiver or other agent 
in contr;~l of the leased premises shall in good fai th begin the drilling of a well or wells upon the leased premises within I 00 days after the draimng 
well or wells or the well or wells completed within 1.000 feet of the leased premises stan producing in commercial quantities and•shall prosecute 
such drilling with diligence. Failure 10 satisfY the statutory offset obligation may subject this lease and the owner of the soil's agency rights to 
forfeiture. Only upon the determination of the Commissioner of the General Land Office and with his written approval may the payment of 
compensatory royalty under applicable statutory parameters satisfY the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If. after a good faith effort. Lc:ssc:e is prevented from complying with any express or implied covenant of 
thts lease. from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of "'ar. 
rebellion, riots. strikes, acts of God. c.r any valid order, rule or regulation of government authority. then while so prevented. Lessee's obligation 10 

comply with such covenant shall be s~~pended and Lessee shall not be liable for damages for failure to comply with such covenants: additionally. 
this lease shal l be: extended whi l.: Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or 
gas from the leased premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order t.o maintain this lease in dl'ect 
during the primary tenn in the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. 'I f the owner of the 
soil defaults in payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying 
any mongage, taXes or other liens o~ the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph. Lessee 
may recover the cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire: undivided surface estate: in 
the above described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of 
the soil shall be paid to him in the proponion which his interest bears to the entire undivided surface estate and the royalties and rental herc:in 
provided to be paid to the Commissioner of the General Land Oflice of the State of Texas shal l be likewise proportionately reduced. However, 
before Lessee adjusts the royalty or rental due 10 the Commissioner of the General Land Office, Lessee or his authorized representative must submit 
to the Commissioner of the General l-and Office a written SLatement which explains the discrepancy between the interest purponedly leased under 
this lease and the actua.l interest owned by the owner of the soil. The Commissioner of the General Land Office shal l be paid the; value of the whole 
production allocable to any undivided interest not covered by a lease, less the proportionate development and production co't allocable: to such 
undivided interest However, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production allocable to 
the undiviaed interest not leased an amount less than the va.lue of one-sixteenth ( 1/ 16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If. during the primary term, a portion of the land covered by thts lease tS included "uhin 
the boundanes of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources 
Code Scelions 52.151-52.154, or if Ill any time after the expiration of the primary term or the extended term, this lease covers a lesser number of 
acres than the total amount de ,cribed herein, payments that a-e made on a per acre basis hereunder shall be reduced according to the number of acres 
pooled. released, surrendered. or otherwise severed, so that payments detennined on a per acre basis under the terms of this lease during the primary 
term shall be calculated based upon the number of acres outstde the boundaries of a pooled unit, or, if after the expiration of the primary term, the 
number of acres actually retai;1ed and covered by this lease. 

21. USE OF WATER. Lessee shall have the right to usc: water produced on said land necessary for operations under this lease 
except water from wells or Wlks of the owner of the soil: provided, however, Lessee shall not usc potable water or water suitable for livestocl. ur 
irngation purposes for watc(.lood operations without the prior consent of the owner of the soil. 

22. AUTiiORlZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all p.:Mnal 
propeny, improvements. livestock and crops on said land. 

23. PIPELINE DEPTI~. When requested by the owner of the soil, Lessee shall bury its pipelines below plow dc:pth. 

24. WELL LOCATION LIM IT. No well shall be drilled nearer than two hundred {200) feet to any house or bam now on !>:ltd 
premises without the writen consent of the owner of the soi I. 

2S. "PPLLUTION. In developing this area, Lessee shall usc: the highest degJCe of care and all proper safeguards to prevent 
pollution. Without Jim1ing the foregoing, pollution of coastal wetlands, natural waterways, rivers and impounded water shall be prevented b) the 
usc of containment faditi cs sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall usc all 
means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private propentes. 
Lessee: shall build and n1aintain fences around its siush. sump, and drainage pits and tank batteries so as to protect livestock against loss. damage or 
injury: and upon completion or abandonment of any well or wells. Lessee shall till and level all slush pits and cellars and complerely clean up the 
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drilling site of all rubbish thereon. Lessee shall. while conducting operations on the leased premises. keep said premises free of all rubbish. can<. 
bottles. paper cups or garbage. and upon completion of operations shall restore the surface of the land to as ncar its original condition and contour.< as 
is practicable. Tanks and equipment will be kept paimed and presentable . 

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

27. (A) ASSIGNM ENTS. 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 he1rs. 
devisees. legal rcpresentalives. successors and assigns. However, a change or division in ownership of the land. rentals. or royalties will not enlarge 
the obligations of Lessee. diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the 
effectiveness of any act perfonned by Lessee. And no change or division in ownership of the land. rentals. or royalties shall bind Lessee for any 
purpose until thirty (30) days after the owner of the soil (or his heirs, devisees, legal representatives or assigns) furnishes the Lessee with satisfactory 
written evidence of the change in ownership. 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 
discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and 
option to pay rentals shall be apportioned as between the several owners ratably, according to the area of each. and failure by one or more of them to 
pay his share of the rental shall not affect this lease on the part of the land upon which pro rata rentals are 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 terminate for fai lure to pay the entire rental due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations. 
liabilities. and penalties owed to the State by the original lessee or any prior assignee of the 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 acqu1res 
this lease in whole or in pan by assignment without the prior written approval of the Commissiona of the General Land Office. this lease is void as 
of the time of assignment and the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were 
made to the owner of the soil if the assignee is: 

(I) a nominee 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 owna of the soil: 
(6) a fiduciary for the owner of the soil: including but not limited to a guardian. trustee. executor. administrator. rece1ver. or 
conservator for the owner of the soil: or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood. or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to 
the owner of the soil and place of record a release or releases covering any portion or portions of the leased premises. and thereby surrender this lease 
as to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. If any 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 release will not relieve Lessee of any liabilities which may have accrued 
under this lease prior to the surrender of such acreage. 

29. FlUNG OF ASSIGNMENTS AND RELEASES. If all or any pan of this lease is assigned or released. such ass1gnment or 
release must be recorded in the county where the land is situated. and the recorded instrument. or a copy of the recorded instroment cenified 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 Office. 

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

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduc iary 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 with those of the State, the owner of the soil is obligated to put the 
State's interests before his personal interests. 

32. FORFEln.JRE. If 4 ssec 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 drilling. or if Lessee shall fail or 
refuse to drill any offset well or wells in good faith as required by law and the rules and regulations adopted by the Commissioner of the General 
Land Office. or if Lessee should fa il to file reports in the manner required by law or fail to comply with rules and regulations promulgated b> the 
General Land Office. the School Land Board. or the Railroad Commission. or if Lessee should refuse the proper authori ty access to the records 
pertaining to operations. nr if Lessee or an authorized agent should knowingly fail or refuse to give correct infonnation to the proper authority. or 

- 6 -

193 



•• • • • • • • • 
• ....... 

• • 
• 

•••• • • • • • 
• •••••• • • 

• •••••• • • 

BOOK ~ 1 :3 PAGE 19 4. 

knowingly fail or refuse to fumi>h the General Land Office a correct log of any well, or if Le:.scc shall knowmgly violate: any of the matcnal 
provisions of this lease. or if this lease is assigned and the assignment is not filed in the General Land Office as required by law. the: rights acquired 
under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficiently informed of the facts which authorize 
a forfeiture , and when forfeited the area shall again be subject 10 lease under the terms of the Relinquishment AcL However. nothing herein shall be 
construed as waiving the automatic terrninatjon of this lease by operation of law or by reason of any special limitation arising hereunder. Forfeitures 
may be set aside and this lease and all nghts thereunder reinstated before the rights of another intervene upon satisfactory evidence to the 
Commissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and reguhuions that may 
be adopted relative hereto . 

33. LIEN. In accordance with Texas Narural Resources Code 52. 136, the State shall have a first lien upon all oil and gas produced 
from the area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By 
acceptance of this lease, Lc:sscc grants the State. in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable 
statutory lien, an express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which 
may accrue to Lessee from the sale of such leased minerals. whether such proceeds arc held by Lessee or by a third party, and all fixtures on and 
improvements to the leased premises used in connection with the production or processing of such leased mineraJs in order to secure the payment of 
all royalties or other amounts due: or to become due: under this lease and 10 secure: payment of any damages or loss that Lessor may suffer by reason 
of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or 
wtthout coun procec:dings in the manner provided in the Tille I, Chapter 9 of the Texas Business and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. 
Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the: above-described propeny or 
from Lessee's acquisition of this lease. Should the Commissioner at any time detc:tminc that this represc:ntation is not true, then the Commissioner 
may declare: this lease forfeited as provided hc:rein. 

34. POOLING. Lc:ssee is hereby granted the right 10 pool or unitize the royalty interest of the owner of the soil under this lease with 
any other leasehold or mineraJ iola'c:st for the exploration, development and production of oil or gas or e ither of them upon the same terms as shall be 
approved by the School Land Board and the Commissioner of the GeneraJ Land Office for the pooling or unitizing of the in~ of the Slate under 
this lease pursuant 10 Texas Natural Resources Code S2.1 S I-S2.1 S3. The: owner of the soil agrc:es that the inclusion of this provision in this lease 
satisfies the execution requirements stated in Texas Natural Resources Code S2. 1S2. 

3.5. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers. employees. 
partners, agents, contractors. subcontmctors. guests, invitcc:s, and their respective successors and assigns, of and from all and any actions and causes 
of action of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all 
losses and expenses which are caused by the: activities of Lc:ssee, its offic:ers. ernploycc:s, and agents arising out of, incidental to, or resulting from, 
the operations of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or 
provisions of this Agreement, or by any other negligent or strictly liable act or omission of Lessc:e. Further, Lessee hereby agrees to be liable for, 
exonerate, indemnify, defend and hold harmless the: Slate of Texas and the owner of the soil, their officers, employees and agents, their succ<!SSOrs or 
assigns. against any and all claims. liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which 
recovery of damages is sought, under any theory including tort, contrdCl, or strict liabili ty, including attorneys' fees and other legal expens.:s. 
including those related to environmental hazards. on the leased premises or in any way related to Lessc:e's failure to complY. with any and all 
environmental laws; those arising from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises: those 
arising from Lc:ssee's use of the surface: of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the 
terms or provisions of this Agreement or any other act or omission of Lessee, its directors. officers, employees, partners. agents, contractors. 
subcontractors. guests, invitees, and their respective successors and assigns. Each assignee of this Agreement, or an interCSI therein, agrees 10 be 
liable for, exonerate, indemnify, defend and hold harmless the State of Texas and the owner of the soil, their officers. employees, and agents in the 
same manner provided above in connection with the activities of Lc:ssc:e, its offic:ers. employcc:s, and agents as described above. EXCEPT AS 
OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED 
UNDER THE TERMS OF TillS AGREEMENT SHALL BE WITHOUT LIMITS AND WITHOUT REGARD TO TilE CAUSE OR 
CAUSES THEREOF (EXCLU DING PRE-EXIST! G CONDITIONS), STRJCT LIABILITY, OR THE NEGLIGENCE OF ANY PARTY 
OR PARTIES (INC LUDING THE NEGLIGENCE Of THE INDENINIFIED PARTY), WHETHER SUCH NEGLIGENCE BE SOLE. 
JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENV IRONMENTAL HAZARDS. Lessee shall use the highest degro:e of care and all reasonable safeguards to prevent 
contamination or pollution of any environmental medium, including soil, surface: waters, groundwater, sediments, and surface or subsurface strata. 
ambient air or any other environmental medium in, on, or under the leased premises, by any waste, pollutant, or contarninanL Lessee shall not bring 
or perrn1t 10 remain on the leased premises any asbestos containing materials. explosives, toxic: materials. or substances regulated as hazardous 
wastes. hu.zardous materials. hazardous substances (as the term "Hazardous Substance" is defined in the Comprehensive Environmental Rcspon:.c. 
Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 960 I, c:t seq.), or toxic substances under any federal, state, or local law or regulatiOn 
("Hazardous Materials"), except ordinary products commonly used in connection with oil and gas exploration and development operations and stored 
in the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL 
BREAC H AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF 
TEXAS AND THE OWNER OF THE SOIL FROM AND AGAlNST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, 
LIABILITIES, AND COSTS (INCLUDrNG REASONABLE AITORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARiSING 
OUT OF (I) A VIOLATION Of THE FOREGOING PROHIBITION OR (10 THE PRESENCE, RELEASE, OR DISPOSAL OF ANY 
HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL 
OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF T HE LEASED PREMISES IN 
CONFORMANCE WITH THE REQUIREMENTS OF APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL 
APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR A Y 
OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY GIVE THE STATE OF TEXAS AND THE 
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OWNER. OF T H E SO IL WRITTEN NOTIC E OF ANY BREAC H OR SUSPECTED BREAC H OF TH IS PARAGRAPH . UPON 
LEA RNING OF THE PRES ENC E OF ANY HAZARDOUS MATERIALS. OR UPON REC EIVING A NOTICE FRO M ANY 
GOVERNMENTAL AGENC Y PERTA INING TO HAZARDOUS MATERIALS WHICH MAY AFFECT T HE LEASED PREMISES . 
H IE O BLIGATIONS OF LESSEE HEREUNDER SHALL SURVIVE TH E EXPIRATION OR EA RLIER TERMINATIO , FOR A Y 
REASON, OF TH IS 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 stalutes and amendments thereto, and if any provision in !his lease does not 
conform to these Sllltutes. the stalutes will prevail over any nonconforming lease provisions . 

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

39. LEASE FILING. Pursuant lO Chapter 9 of the Texas Business and Commerce Code. !his lease must be filed of record in the 
office of the County Clerk in any county in which all or any pan of the leased premises is located, and certified copies thc:rcof must be filed in the 
General Land Offi ce. This lease is not effective until a cert ifi ed copy of this lease (which is made and certified by the County Clerk from his records) 
is filed in the General Land Office in accordance with Texas Natural Resources Code 52. 183. Additionally, !his lease shall not be binding upon the 
State unless it recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and· the prescribed filing 
fcc shall accompany such certifi ed copy to lhc General Land Offi ce. 

LESSEE: 

LESSOR: 

OAK VUY MINERAL AND LAND, LP 

BY: __ ~_~....::...{/t_~------
TITLE' ~ 
DATE: /( 

- 8 -

1B 5 
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STATE OF 

COUNTY OF 

JAjr ln-~bis instrument W~1 acknowledged before me on this lqf() day Of Alo~bu" , 2011, 
v~\ E: . fiar K as ~ of Oak Valley Mineral aud Land, LP and oo behalf of Oak Valley 

Mineral and Land, LP. 

STATE OF TEXAS 

N~lf 
Notary's Seal: 

Notary' 

-9-

•••••Qo• .. o•••••••••••• .. ••••••--*-*J 
.. ···~~~·~~«·· ... Brian Gregory Arno_ld Jr. J 
{;f.·.:J6:~<>\ Notary Public 
~tr - ~_·A~ STATE OF TEXAS 
\~·. ;·.'~! My Commission .... ~· ·~···· •• ....... ~......... Explrea 08/13/20 12 

.................................... 
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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, lLP 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 $5.16 for years two and 
three of this lease have been prepaid, and are included in the bonus amount of $1500.00 per 
acre in Paragraph 1 of the lease. One half (1/2) of this amount has been paid to the Owner of 

the Soil and one half(l/2) has been paid to the State ofTexas. 

FILmJ 1'01. KECOID 011 THE 5TH DAY OF _ _.D .. E.,.CEHB""".....,_ER ....... ____ -'A.D. 2011 1 0 • 07 All· 

IHJLYdRDED 011 TilE T\ 3~ DAY OF DECEMBER A.D. 2011 6:00 p. 11. 

BY:~ l ~ U· ¥/~BIH"Bft DIAIOIE o. FLOREZ. COURTY CLEn 
U REEVES COURTY. '1'UAS 
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' ' ENERGE' I RF.l?.JURCES CORPORAT1m• 
605 R!:.:•<-:.· .•.onngton Blvd Nonh 
Birmingham, Alabama 35203-2707 
Teleohone (205) 126-:?710 

VENDOR ~liiMF. 

STATE OF TEXAS 

VOUCHER VENDOR INV # INV DATE 

10 /18/11 

I b9/. 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 . * 

0 • * 

1 ·861·85+ 
1 • 933 · 60+ 

796 • 90+ 
845·95+ 

1•6 9 1· 90+ 
1•691•90+ 
1 ·718·75+ 
1 · 933 · 62+ 
1' 178· 05+ 
1 • 933·62+ 

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

608 · 75+ 
1 • 933•63+ 

1·154· 80+ 

0.00 

2 6 ' 5 1 1 • 7 5 * + 

NET 
AMOUNT 

26,511.75 

~,511 . 75 

OETACH BEFORE DEPOSITING 



ENERGE 'I RESOURCES CORPORATION 
605 P.i:.:•t:-:. fVruigton Blvd North 
Bi:onlngham, Alabama 35203-2707 
Telephone (205) 126-2710 

VENDOR ~!Mil' 

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 
1\1\ATTH FW 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 "8" 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, 

h1Ju-~ II>L 
Mike Ketter -bJ 5'1o·~ C52-'-

MC/kj f 
enclosures 0

" 

\<. VV\ \::> ~ ~ @. 0.0 l. Cc:l\v\. -

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



WILLIAM A. CHALFANT, CPL 
M ATTHEW 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: ( 43 2) 684·9819 
Fax: (432) 682-2601 

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

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

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

Sincerely, 

"-1'\jlut\~ ~b."-'((_) 
Matthew Cha lfant cJa.-
MC :kj 
enclosures 

AAPL's FIRST INDEPENDENT LAN DMAN O F TH E YEAR 1998- 1999 
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TE XAS 

July 30, 2012 

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

Re: State Lease MF 113789A 

Dear Mr. Curry: 

lERAL 
JERRY PATTERSO , COMMISSIONER 

RAL Lease dated October 3, 2011 recorded in Bk. 913, Pg. 188, 
covering 2.578 net ac. being Sec. 30, Blk. 55, T-5, T&P RR Co 
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 F ile numbers MF-113789A. P lease refer to this lease number when 
making payments to the State and in all 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 
dri lling, production and related activities. When forms are fi led with the Texas Railroad Commission, they 
are req uired to be submitted to the General Land Office as well. Examples are W-1 , Appl ication to Drill; W-
2, O il Well Completion Report and Log; G-1, Gas Well Completion Report and Log; W-3 , Plugging Report; 
G-5, Gas Well Classification Report; G-1 0, Gas Well Status Report; W-1 0, 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 I ieu 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$26,511.75, $1,933.63 has been applied to the ·State's portion of the cash bonus. 
However, we are not in receipt of the $25 fi ling fee or the $1 00 processing fee which we request you send as 
soon as possible. 

Sincerely yours, 

~~ 
Drew Reid 
Mineral Leasing, Energy Resources 
(5 12) 475-1534 
drew.reid@glo.texas.gov 

Stephen F. Austin Building • 1700 orth Congress Avenue · Austin, Texas 78701-1 495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.state.tx. us 
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ENERCEN RESOURCES CORPORATION 
· .;05 Richard Arrington Blvd North 
Birmingham, Alabama 35203-2707 
Telephone (205) 326-271 O 

VENDOR NAME 

COMMISSIONER OF THE TEXAS 

VOUCHER VENDOR INV# INV DATE 

01/21/13 

13706407 

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 )( 2,750.00 

\~\ 

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 

612 

CHECK NO. DATE PAYEXACnY 

450526 Jan-29-2013 $2,750.00 

PR~rftZL~ 

TREASURER 

111 I., 50 5 2 b II 



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 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 



='NERG='N 
R ESOU R CES 

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 MF112944A~ 
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 M F113791A $125.00 

TX430344-04P State Lease MF113788A $125.00 

TX430344-03P State Lease MF113787A $125.00 
TX430344-08P State Lease MF113793A $125.00 
TX430344-0 7 P 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 M F113794A $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 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 
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l)ace Filed: 2.- l },.. ,- \:'.5 
Jerry E. Patterson, Commissioner 
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