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MEMO TO FILES MF104548, MF104778, M F107619 & MF107769 

(Copy To M F116494, M F116495, M F116496 & MF116497) 

Date: 06/ 06/2014 

From : Linda Price~ 

RE: Lease Terminations 

MF104548, MF104778, MF107619 and MF107769 were originally all part of Accounting Unit 5206. 

During the period Ju ly 2012 through October 2012, there was no production reported for the Block 58 State 

40- 14 #1H (API#: 42-389-32449). Production resumed in November 2012 and continued for the duration of 

the review of the accounting unit. 

The non-production t ime period coincided with the assignment by Chesapeake to SWEPI of its interest in the 

leases. The GLO sent SWEPI a termination letter on August 29, 2013 stating th at, absent evidence that 

operations were conducted adequate to perpetuate the leases without a cessation of more t han sixty (60) 

days du ring the period in question, the leases were terminated . In a letter dated October 14, 2013, SWE PI 

res ponded that they cou ld find no evidence that Chesapeake conducted drilling operations adequate to 

perpetuate the leases wit hout a cessat ion of more th an sixty (60) days during the time period in question and 

requested that the GLO ratify the leases and stated that if the State did not rat ify the leases, it would not 

receive royalty paymen ts on th e production. 

By letter dated October 25, 2013, the GLO advised SWEPI that, based upon the TAC §9.34(e), the GLO cannot 

ratify leases and that, wi th the termination of the leases, the GLO owned 100% of the royalty. The GLO 

informed SWEPI that it would approve either Option 1} SWEPI could negotiate with the surface owners one­

yea r leases back-dated to August 30, 2012, for the 200 acres covering the SE/4 SW/4, W/2 SE/4 and S/2 NE/ 4 

of Section 40 across which th e well was located, from the surface to 12,378' and with th e bonus to be shared 

equally between the State and the surface owners or Option 2) SWEPI could negotiate new, long term leases 

wi th the surface owners at the market rate . The GLO gave SWEPI 30 days from the receipt of the options 

offer to respond. 

By email dated November 21, 2013, SWEPI elected to pursue Opt ion 1. 

The new leases were subsequently execu ted and filed with the GLO. Upon receipt of the new leases, t he GLO 

decided that the administration of the new leases would most efficiently be managed by giving them new 

lease numbers instead of adding the new leases to the original lease number files. The old leases were 

t erminated * as of August 29, 2012 and new f iles were set up as follows : 

New Lease New Lease New Lease 
Original Lease No. MF No. Agent for State Acres Tract Descri~ . 

MF104778A* MF116494 Dela Minerals Inc. 80 W/2 of SE/4 

MF104548 MF116495 Lester Charles Weatherby, Jr. 40 SE/4 SW/4 

MF107619B MF116496A Mark A. Chapman 35 SW/4 NE/4 

MF107619A MF116496B Estate of Kelly H. Baxter 5 SW/4 NE/4 

MF107769** MF116497A Helen Carolyn Allen 20 SE/4 NE/4 

MF116497B Laura Allen Quisenberry 20 SE/4 NE/4 
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The new leases upon which the well crosses are not un itized and, since the GLO does not use the designation 

of "accounting units" any longer for such situations, the GLO setup NUML 8008 (non-unitized multiple leases) 

for the accounting of the revenue. 

In order to give SWEPI adequate time to adjust their reporting and payment procedures, it was decided that 

royalty revenue would continue to be credited under the old Accounting Unit 5206 until April 30, 2014 and 

payments to NUML8008 would begin as of May 1, 2014. SWEPI was notified of the necessary payment and 

reporting changes by email dated June 6, 2014. 

*MF104778A was not terminated at this time because it was part of an addit ional o ld accounting unit under review. The lease 

net acreage was reduced by the 160 acres of the SE/ 4 of Section 40. SWEPI was notified that it could immediately execute and 

file a certified, recorded partial release of the SE/ 4 of Section 40 knowing that an additional release might later be required 

when the review of Accounting Unit 4554 was completed, or that it could wait unt il t he review of Accou nting Unit 4554 was 

completed so that, if additional acreage needed to be released, only one release of all terminated acreage would have to be 

filed . 

**MF107769 was originally one lease of two undivided interests. When SWEPI took new leases, it put the two undivided 

in terests of MF107769 into two separate, A and B, leases of MF116797. 
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%tustin, \!texas 

OIL AND GAS LEASE 

THIS AGREEMENT Is made and entered Into this....J!li!L day of ~A~U<!!i!U,!;St~.l _______ , ~ • between the State ofTexas. actong .... 
• .. : by and through Its agent, Helen Carolyn Allen of t:P:..~O.LJ;Bol!l.!>x..II600!16Lt!Jil.II6:...0!.!&1!!1!J11 as~T!.le<!!xal!:Si.7!.j536i!>l!!~O---------------------

• (GiVf'l Permanent Adarcu) 

•: ••• J.id ago1t here1n referred to as the owner of the soil (whether one 0< mora). and ,.Sc.cW,..E,.P_,.I_,L,_P __________ ________ _ 

of P.O. Box 576 Houston Texas n!JQ1 heremaner called Lessae 

• • • • • C (Give Petm1nent Address) • • 
• • • 1. GRANTING CLAUSE. For and In consideration of the amounts stated below and of the covenants and agreements to be pa1d. kept and 

• • • . cJ!rtormcd by Lessee under !his lease. the State of Texas acting by and through the owner of !he so1l. hereby grants, leases and lets unto Lessee. for 
tho sole and only purpose of prospectmg and dnlhng for and produclll!J oil and gas. laYing pipe l1nes. building tanks. storing oil and bulding power 
Slllbons, telephone lines and other struclutes thereon, to produce. save. take care of. treat and Jtansp0£1 said products of the lease. the foiOWing lands 

• • oeiluated In Reeves County. State ofTexas . l<>-~t. • .... 
The Southeast Quarter of the Northeast Quarter (SE/4 of the NE/4) of Sec11on 40. Block 58. PSL Survey. Reeves County. Texas. insofar 
as to only co- from the surface down to 12.378' 

*SEE EXHIBIT " A " ATTACHED HERETO AND MADE A PART HEREOF FOR ADDITIONAL TERMS AND PROVISIONS" 

containmg _ _,4,.0~.00!!1.-__ _ acres. more or less. The bonus consideration paid for thiS lease IS as follows. 

To the State of Texas. Thirty ThoysaiJd Dollars & 00/!00 

Dollars ($30 ooo oo ) 

To the O'M1er o! the SOli Thirty Thousand C>o!lars & 00/100 

Dollars ($30 000 00 ) 

Total bonus conSiderabon SIX1V Tbousal!d Dollars & 001100 

Dollars ($60 QQQ 00 ) 

The total bonus COilSiderabon paid represents a bonus of ....Tbr~ thQusanl._.3_.,&uOnO.J..1-/J..1.uOll.Q.__ __________ _ 
------------- --- Dollars ($3>!.·~000=·-""oo"-___ .J) per acre. on ..,20...,.00"----- net acres. 

2. TERM. Subject to the other provisions In Uusleaso, thiS lease shall be f01 a term of One (1) years ffttn 
thos date (he<eln caUed ·pr;mary term·) and as long lhereafte< as oil and gas, or either of !hom. Is produced In paying quanulles frttn said land As used 
In this lease. the term ·produced 1n paYing quantities· maans that tha receipts from the sale or other autllonzed commescial use of the substance(s) 
covered exceed out ol pocket operational expenses fOt the six months last past. 

3. DELAY RENTALS. If no well is cttnmenced on the loased prOfrtises on or befora one (1) year from th1s date. !Ns lease shalterm1nate. 
unless on or before such anniversary date Lessee shall pay or tender to the O'M1er of the soU or to his credit In the PAY DIRECTLY TO THE QWNERS 
~~ Bank. at ___ • 
or its successors (w11ich shall continue as !he depos1tory ragardless of changes in the ownership of sa1·' land). the amount specified below. In addibon, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS. AT AUSTIN. TEXAS, a like s.-n on 
or before said date. Payments under this paragraph shall operate as a rental and shall cove< the pnV11cge of deferring the convnencement ol a well lot 
one (1) yuar from said date. Payments undor this paragraph shaU be 1n the follOWing amounc.s· 

To the OWI18r of the so~ . T.!.we=n"'IY.L..BaiJd""-00/>ao...uiOO.,_ ____ __________________ _ 

Dollars ($..,20..,00""'--------_J 

TotheStateof Texas· LTto~~ao~du0W~1uQQ~----------------------------------------------­

Dol!ars (S.!.lto..,oo""'--------' 

Total Delay Rental· .:.T><en"-"'a"'nd._OO/>ao._,_,100""-- ------------ - - ----------
0ollars cs..,to ... oo.,... ____________ _, 

In a like manner and upon hke payments or tenders annuady. the commencement of a well may be further deferred lor successiVe peoods of one (1) 
year each dunng the pnmary term Al l payments or tenders of rental to the O'M1er ol the sod may be made by check or soght draft ol Lessee. or any 
assignoe ol this lease. and may be del1vered on or belo<e the rental paying date. If the bank desJgnated In thiS paragraph (or its successor bank) should 
cease to exist. suspend business, liquidate. I all or be succaeded by another bank. Ot Itt any reason tall or refuse to accept rental, Lessee shall not be 
held in defauh lor fa1lure to make such payments or tendOfS of rental unbl tlurty (30) days a~er the owner of the sod shal deliver to Lessae a proper 
recordable lnstn.monl nam1ng anolhet bank as agent to receive such payments or tenders 

• • •• • .... • ~ • • • • • • ••• • • • • • • • • • • • • • • • • • •• • • •• • • • 
• • • • 
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.4. PRODUCTION ROYAL TIES. Upon productJon ol ool and/01 gas, Lessee agrees 10 pay 01 cause to be paid one-half (112) of lhe royally 
·provided lOt "' lhos lease to the CommtSSionet of the General Land Office of the SuueofTexas, at Austr1. Tuas and ono-half (112) of such royal1y to lhe 

O"Mior of lhe llOiJ· 
(A) OIL Royalty payable on ool. wtllch os defined as ondudong all hydrocarbons ptoduced "' a IOQUid form at the mouth of lhe woll and also as 

all condensate, d<sblate, and odie< liquid hydrocarbons reco-ed from oil 01 gas 1\.fl through a separator or other equopmenl, as he<etnaflcr pto>lded. 
shalf be 1/4 part of the gross ptoducbon or llle marl<et value thereof, at llle option of the owner of lhe soil or lhe Comm&SSIOOOf of llle General 
Land Office, such value to be detenmned by 1) lhe highest posted pnca, plus ptemoum, of any, offered or paod for ool. c:ondeosale, dosllllate, or Olhef liQuid 
hydroearbons, respecllvely, of alike type and gravoty in llle general area ..tlere ptoduced and when run, or 2) the highest marl<el pnce thereof offered or 
pald on lhe general area where prodUced and when run. or 3) lhe gross proceeds of lhe sale tnereol. v.hochever os ll1e greater Lessee agrees that before 
any gas produced from lhe leased premises ls sold. used 01 processed on a plant, ot IMII be run free of cost 10 the royalty owners througl an a(jequate ool 
and gas separator of conventional type, 01 other 8QUlptnent at least as effiCient so that alll~d hydrocarbons rotCO-able from lhe gas by such means 
Will be recovered The requirement that such gas be 1\.fl through a separator or othe< equopment may be wa.ved, In wnllng. by the royalty owners upon 
such terms and cond.aoons as they ptescnbe 

(B) NOH PROCESSED GAS. Royatry on any gas Qncludong ftared gas). whlch is defined as all hydrocarbons and gaseous substances not 
defined as ool ln subparagraph (A) above, ptockx:ed from any wei on said land (except as ptovlded hereon wtlll respect to gas processed on a plant tor 
the extraction of gasolone. liQuid hydrocarbons or other ptoducts) shal be 114 pan of llle gross ptockx:bon or lhe marl<et value lhereof. at llle 
optlon of the owner or lhe sool or tho CommisSioner of tho General Land Office, such value 10 be based on 111e hoghest marl<et pnce paod or offered for 
gas of comparable quality In the gonoral aroa 'Mlere produced and whon run. 01 the gross pnce peld or offered to the ptoducer • ..tvche-ls lhe greater; 
ptovlded lhat the ma"'mum ptessute base In maasunng the gas under this lease shall not at any tome exceed 14 65 pounds per square onch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, conection to be made lOt ptOSSure accord,ng to Boyle's Law, and for speofic 
g<aVIry accordong to tests made by the Balance Method or by ll1e most approved method oltesbng bolng used by the indusl!y atlhe tome of tesbng 

(C) PROCESSED CAS. Royalty on any gas ptOC8$sed on a gasolone plant or other plant lOt lhe recovery of gasoline or - lquod 
hydroearbons shal be 111 pan o/lhe residue gas and lhe lquod hydrocarbons emacted or the marl<et value thereof. allhe opllon ol1118 owner 
or the SOd or the Comm!SSlOOe< of 111e Gener.ll Land Ofke AI royal bas due hereon shal be based on one hur!O'ed perc:ent ( 100'lfo) of the toea! plant 

• :·~~~of residue gas attnbulablo to gas ptoduced from thostease, and on fifty percent (50%~ or that percent accruong to Lessee, v.hochever os the 
• •• • greater, of lhe 10131 planl ptOductlon of ltqud hyO'ocarnons attnbulable to 1118 gas prnduced from lhos tease provodad thai d liquid hydr0C81000S are 

rwco-ed from gas ptOC8$$ed on a plant "'wflich Lessee (or its parent subSidiary or affioate) owns an "'tetesL men the percentage appfocabfe to ~QUid 
.... "'}drocarbons shail be fifty pe<c:ent (50%) or tho highest percent accruong 10 a lhird party process'ng gas llvough such plant under a ptocessong 

• a7,jreement negotiated al arm's length (or of there is no such third peny, the highest percentlhen being specofied in processing agreements or contr.IC1S "' 
the lndusl!y). whichever Is lhe greater. The raspectrve royalbes on residue gas and on hquJd hydrocarbons shel be determoned by 1) lhe highest marl<et 
~ce paid or offered for any gas (or llqUid hydrocarbons) of comparable qualory in tho general area, or 2) the gross pnce paod or offered for such residue 

• • • • ~s (or the weoghted average gross sellong pnce for lhe respocbvo grades of liQUid hydrocarbons), whichever Is the greater In no evenL however. shall 
• iife royalties payable under this paragraph be fess than lhe royalbes ..tvch would have been due had the gas not been processed .. . 
0 • 0 ! (D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other produ<:ts ptoduced or marulacturod from gas (excepllng iquld 

hydrocarbons) oMl&ther saod gas be "caslngheaod." "dry." or any other gas. by lractlonaUng. burning 01 any other ptocesslng shall be 1/4 pan of 
• lhe f11lSS ptoduciJOn of such products, 01 the marl<et value thereof, at the option of the owner of the soil or lhe Commissioner of the General Land Office. 
• • \ llch marl<et value to be determoned as follows. 1) on llle basos of the hoghest marl<et pnce or each ptoducl for the same month on whK:h such productos 

• • 0 : produced, or 2) on lhe basis oflhe average gross sale pnce of each product for the same month on which such pt~ are ptoduced, wllochc1101'1s the 
greater. 

S. MINIMUM ROYALTY. Ounng any year after lhe exp.rabon of the pnmary term of thiS lease. If this tease Is mantaoned by prnducbon, lhe 
royalbOs paod under thos lease "' no event shall be less than an amount equal 10 lhe total annual delay ronlal hereon provided, olhefoMso, there shall be 
due and payable on or before the last day of 111e month succeed"'9 llle anniversary date or this tease a Sl.rTl eQUlll to the total annual rentlll less lhe 
amount of royalbes paod dunng lhe preceding year If Paragraph 3 of lh<s tease does not speclfy a delay rental amount. then for tho purposes of lhos 
paragraph. the delay rental amount shall be one dollar ($1.00) per aae 

6. ROYALTY IN KIND. Notwolhslandlng any other ptOVISIOO on lhos lease at any ome or from orne to tome. the """"" of the soot or the 
Commossooner or tho Gonoral Land Office may. at ll1e opCJOn of either, upcon not less than suay (60) days noc;ce 10 ll1e holder olthe leiiSe, req~Me 1toat the 
payment of any royalbes acc:rung to such royalty owner under lhos lease be made "' kond The owner of tho soot s or lhe Convnlssloner of the General 
Land Office's nght to take oiS royalty in k1nd shall not dmlf'IISh or negate the owner of ll1e soil's or ll1e Commossloner or the General Land Office's rights 
or Lessee's obfogabonS, whether express or omploed, under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accru"'9 under this lease (oncluding those paod In lund) shall be "'thou! deductoon tor 
the cost of producong, gathenng, stonng, separabng, treaong, dehydrabng, comp<essong, processong, lnlnSj)or1"'Q, and othe<~Mse malung lhe col . gas and 
other ptoducts hereunder reedy lor sale Of use Lessee agrees 10 compute and pay royalties on the gross value receoved, Including any reimbutsemeniS 
for severance taxes and ptoduction related costs 

8. PLANT FUEL AND RECYCLED CAS. No royalty shal be payable on any gas as may represent thiS lease's propotllonate shale of et1'f fuel 
used to process gas ptockx:8d hereunder In any ptOC8SSing plant Noi'Mthstand"'' any other ptoYISoon or thos tease, and subject to the wnnen consent of 
tho owner of the sool and the CommiSSloner of the General Land Offoce. Lessee may recycle gas for gas loft purpo$8S on the leased premises or for 
InjectiOn Into any Oil or gas produong formabon undertyong lhe leased ptemosos after 1118 liQUid hydtocartlons contaoned on troe gas have been removed. 
no royalties shall be payable on the recycled gas unut n Is ptoduced and sold 01 used by Lessee on a maMer whoch enbtles lhe royatry ~ to a 
royalty under thos lease 

9. ROYALTY PAYMENTS AND REPORTS. Allroyalbes not tal<eo on lund shall be paid to the ComrroSSIOOel of the General Land Office at 
Auston. Texas. 1n the following manner 

Payment of royalty on productoon of oot and gas shall be as provoded on the rules set forth "'lhe Texas Reg. stet Rules cunenlly prOVIde that royalty on col 
os due and must be receoved on the General Land Office on or before llle 5th day of the second month succeeding lhe month ol productJon. and royalty 
on gas os due and must be receoved on the Gene<al Land Office on or before the 15th day of lhe SltCOnd month succeeding the month of producbon. 
acccmpanled by the affidavot ot the owner. manager or other aulhonZed agent, completed "' the form and manner prescnbed by the Gtoneral Land Office 
and siiOIW1g lhe gross arnoun1 and disposotJOn ol all ool and gas ptockx:ed and lhe marl<et value of lhe ool and gas, logelher "'th a copy of all docunents. 
records or reportS confirmtng the gross prOduction dosposobon and marl<et value Including gas meter readings. pope4one receopls, gas hne r-pts and 
other checks or memorartda of amount produced and put omo popelines, tanks or pools and gas Iones or gas Slorage, and any other reports or records 
whoch lhe General Land Office may ~e to venfy the gross ptoductJOn. disposuoon and rruw1tet value In 81 cases ll1e authonty of a manager or egenc 
to act lor lhe Lessee hereon must be filed on the General Land Oflcc Each royatry payment shall be accompanied by a check stub. SChedule sunmary 
or otho< remonance aodvk:e shoiMng by lhe au.gned General Land Office lease nunber the amoun1 of royal1y be"'' paod on each lease If Lessee pays 
his royal"y on or bof0r11 lhony (30) days after tho royalty payment was due, lhen Lessee owes a penalty of 5% on the royalty or $25 00, wniehov..- os 
greater. A royalty payment..tvch Is over thirty (30) days lato shall accruo a penalty of t O% of the royalty due or $25 00 whichever os greater In addinon 
to 3 penalty, royaloes shall accruo lntorost at 3 ralo of t2% per year; such lrneresl w>U begon to accrue 'Mlen the royalty Is sixty (601 days overdue 
Affidavits and supporllng documents whoch are not filed when due shaU oncur a penalty in an amount set by the General Land Office admu~strative rule 
'Mllch Is effectove on the date 'Mlen the affidavots or supporting documents ""'e due The Lessee shell bur al respon51blhty fOt payong or cauSing 
royaiUos to be pald as prescribed by the dua date provoded hereon Payment or the dei"'Quency penalty shaU in no way operate to prohibit lhe State's 
nght of forf01turo as proVIded by law nor act to postpone the date on which royaltoes wore ongonany due The above penalty proYISoons shall not apply in 
cases of ode d.spute as to the Statu's pottlon ollhe royatry or 10 that port>on of the royalty on dispute as to laor m&rl<ot value 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shaU amuaUy fumosh lhe Commissioner of the General Land Office 
"'th ils best possobfe esbmata of oil and gas re581Ves under1yong lhos lease or allocable 10 lhos lease and shal furnosh saod Convnossooner "'th copes of 
all cootracts under which gas os sold or ptocessed and all subsequent agreements and amenchenls 10 such cootracts wttiWl ttw1y (30) days af\er 
entenng onto or making such cootraets. agreements or amendments Such cootraets and agreements v.Mn rece~ved by ll1e General Land Offiee shall be 
held In confldence by the G~ Land Office unless Olhef\Msa aLAhorized by Lessee All other cootracts and riiCOfds ~ to the production, 
transpottatlon, sate and marl<eting of lhe o'l and gas produced on said ptemoses, onctud"'' lhe bool<s and accouncs. receopts and disCharges of all wells, 
tanks, pools, meters, and pipelines shall at all umes be subject to onspectoon and examonauon by the Commos$l008f of lhe General Land Office, the 
Allomey General. the Governor, or the reptesentabve of any of them 
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(B) PERMITS, DRILLING RECORDS. Wriuen notice of all operabons on this lease shall be submitled to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover. re-<~ntry, temporary abandorvnent or plug and abandonmenl of any well or 
wells. Such wrinen notice to the General Land Otfoce shall Include copoes of Ra~road Commission forms for application to drill Copies of 'Mlll tests. 
complebon repons and plugging repons shall be supplied to the General Land Office at the trne !hey are filed With !he Texas Raolroad CommiSSion All 
applications, permrts. repo<ts or olher filings that refereroce this lease or any speclftc well on the leased prem1ses and that are subm1Hed to the Texas 
Railroad Commission or any olher governmental agency shall Include the word "State" In the bile Add111onally, in acoordaroce With Rarlroad CommiSSion 
rules. any slgnage on the leased premiSes for the purpose of Identifying wells. tank banenes or other associated Improvements to the land must also 
InClude lhe word "State: Lessee shan supply the General Land Office v.th any records, memoranda. accounts. reports. CUtlings and cores. or other 
Information relative to the operation of the abov4Hiescribed proouses. which may be requested by the General Land Office, In add1tion to those herein 
expressly proVIded for. Lessee shall have an electrical and/or radioactivity survey made on the boro-11ole section, kom the base of the surface c:aso"l9 to 
the total depth of welt, of al l wells dnlled on the above doscnbed premises and shall transmrt a true copy of the log of each survey on each well to tile 
General Land Office v.ithin fifteen ( 15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall Incur a penaii'J whenever rcpons, doct.rnents or other matenats are not fNed •n the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office admulistrat1ve rule v.ilich IS effectLve on the date when the matenals were due In 
the General Land Office. 

11 . DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If, d._.,ng the prvnary term hereof and pnor to discovery and 
prodUC11on of 011 or gas on said land. Lessee should dlill e dry hole or holes thereon. or 11 dunng the primary term hereof and afte< the dlscowry and 
actual production of 011 or gas korn the leased premises such production thereof should cease from any cause. this Ieese shaU not termltlllte If on or 
before the exp~ratlon of srxty (60) days from date of completion of said dry hole or cessation of producbon Lessee commeroces additional dnUIOQ or 
rewooong operations thereon, or pays or lenders Jhe next aooual delay rental in the same maooer as proVIded In this lease. If. d...,ng the last year of the 
pnmary term or v.th1n 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 shaU remain In full force and effect Without funher operabons urn~ the explrat1on of the pnmary term: and 1f Lessee has not resumed 
p<oductlon in paying quantities at the exp•ratlon of the primary term. Lessee may marnta•n this lease by conducting additional dnllng or reworlong 

•: ·~rabons pursuant to Paragraph 13, us1ng the QX(>Iration of the primary term as the dale of cessation of production under Paragraph 13 Should the first 
• • • • well or any subsequent well dnlled on the above descnbed land be completed as a Shul4n 011 or gas well within the primary term hereof. Lessee may 

res~o payment of the annual rental rn the same manner as pro111ded herein on or before Jho rental paying date following the explrabon of sixty (60) 
• • • •"ttys from the date of compleoon of such shut~n oil or gas well and upon the failure to make such payment, thiS lease shal lpso facto terminate. ij at the 

• explrauon of the primary term or any bme lhereahe< a shut-rn orl or gas well is located on lhe leased promises. payments may be made In accordance 
• With the shut-In pro111sions hereof • . 

• • • • • • 12. ORILUNG AND REWORKING AT EXPIRATION OF PRIMARY TERM. II. at the exp~rauon of the pnmary term, ne1ther 011 nor gas 1s be1ng 
• ~uced on said land. but Lessee Is then engaged In drilling or re'MClll<lng operations thereon. this lease shall remain in Ioree so long as operabonS on 
• • • l id well or for dnlling or reworldng of any additional wells are prosecuted In good tanh and In woll<mani ke manner Wlthoul lntorrupllons t018110Q more 

• • • 4hlln sixty (60) days dunng any one such operabon. and if they resuh In the production of 011 and/or gas, so long lhereaher as oil and/or gas Is produced 
• In paying quantities from said land. or payment of shut-In oil or gas well royalties or compensatory royaloes 1s made as proVIded In this lease. 

• :• • 13. CESSATION, DRILUNG, AND REWORKJNG. If, aher the QX(>Irallon of the primary loon. producbon of orl or gas from the leased 
• • • • premiSes, after once obtained, should cease from any cause, thJs lease shal not terminate 1f Lessee corrvnences additional dnlling or rewortong 

operations Within SIXty (60) days after such cessation, and this tease shall re<narn In full force and effect for so long as such operations contr>ue In good 
fa•th and In workmanlike manner v.ilhout lntcnupbons totaling more than siXty (60) days If such dnlling or rewoll<lng operations resu t In the production 
of oU or yas. the lease shaU rema•n in full force and effec1 for so long as 011 or gas Is produced frcrn the leased premises in paying quanbUes or payment 
of shut-lit oil or gas well royalbes or payment of compensatory royalbes is made as pro111ded here1n Of as provided by law. lithe driUing or reworking 
oporaiiOIIS resuh 1n the complelron of a well as a dry hole, the lease Will not terminate If the Lessee coovnences add1tional drilling or reworlong 
oporatlOI>S v.thin sixty (60) days after the complellon of the well as a dry hole. and ltu lease shall rem111n 1n effect so long as Lessee contrnues dnlllng or 
reworl<lng operations in good faith and •n a worl<manoko manner v.ithoul tnterrupbons tolal1ng more than sixty (60) days. Lessee shall giVO 10011en notrce 
to the General Land Office Within thirty (30) days of any cessation of production 

14. SHUT 4N ROYAL TIES. For purposes of this paragraph. -v.en· means any wollthal has been ass•gned a well number by the Slate agency 
ha111ng junsdiCIIon ovor the production of oll and gas. If. at any tLme after the exp1ra11on or the pnmary loon of a lease that. uOI~ be1ng shu! in, was being 
maontalned in force and effect, a well capable of producrng oil or gas In paying quantities Is located on the leased premises. but oil or gas is not be1ng 
produced for lack of suitable production facihties or lack of a su1table marl<et. then Lessee may pay as a shut-ln oil or gas royalty an amount equal to 
double the aooual rental provided in the lease. but not less than S 1.200 a year lor each well capable of producing oil or gas In paying quantities. n 
Paragraph 3 of thrs lease dOles not specify a delay rental amo...,l. then lor the purposes of thiS paragraph, the delay rental amount shall be one dollar 
(SUlO) per acre. To be effocUve. each 1M ial shut-In oil or gas royalty must be pard on or before: (1) the expiration of the primary term. (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased prermsos. or (3) 60 days after Lessee completes a dnling or reworlung operation In accordance 
v.th the lease proiiiSions; v.!liChever date is latest Such payment shall be made one-11alf ( 1/2) 10 the Ccrnmissioner of the General Land Office and one­
half (112) to the owner of the sorl lithe shut.., 011 or gas royally rs pa1d, the lease shall be consrdered to be a producing lease and the payment shall 
extend the term of the lease for a penod of one year korn the end of the pnmary term. or from the first day of the month foUowtng the month In v.llich 
production ceased. and. after that 1f no s .. table production facrhbes or suitable market for the oil or gas exists, Lessee may extend the lease for lou 
more successrw peneds of one ( 1) year by payrng the same amount each year on or before the explrabon of each shut-In year 

15. COMPENSATORY ROYALTIES. If. dunng the penod the lease IS kepi In effect by payment of the shu1-ln 011 or gas royalty, oil or gas IS 
sold and delivered In paying quantities korn a well located within one thousand ( 1,000) feel of the leased premoses and completed '" the same producing 
rese<v01r, or In any case in whiCh drainago IS occumng, the nghtto cononue to ma.ntaln tho lease by paying the shut-In oil or gas royalty shall cease. but 
the lease shall rernam effective for the remalnde< of the year for v.ilich the royalty hes been paid. The Lessee may malntarn the lease lor four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided In the IC<~Se ofthle marl<el value of productron ~om the wei causrng 
the drainage or v.ilich Is completed in the same producing reservoir and within one thousand (1,000) feet of the leased premiSes The compensatory 
royal ty is Jo be pa1d monthly. one-11alf (1/2) Jo the Corrvnlssloner of the Gc11Cf31 Land OffiCO and one-half ( 1/2) to the owner of the sort. begiMing on or 
before the last day of the month follov.ng tho month in whiCh the oil or gas is produced from the well causing the drainage or thai Is completed In the 
san1e producing reservoir and located wilhtn one thousand (1,000) feet of the leased premiSes, If the compensatory royalty paid in any 12-monlh penod 
1s an amount less than the aoouaJ shut-in 011 or gas royalty, Lessee shall pay an amount equal to the difference v.ithln thi<1y (30) days from the end of the 
12-monlh period. Compensatory royally payments wh1ch aro not timely pilld Wi ll accruo ponaii'J and rnteresl In accordaroce W1lh Paragraph 9 of thrs 
lease. None of these provisiOnS v.U relieve Lessee of the obhgallon of reasonable development nor the obl•gation to dnll offset wells as proVIded In 
Texas Natural Resources Code 52 173, however, at the determination of tho Commissioner, and With the Commissioner's wrinen approval. the payment 
of compensatory royalties can sabSfy the obl'l)9bon to dnU offset wells 

16. RETAINED ACREAGE. NoiWIIhsland1ng any prOVl$100 of this lease 10 the contrary, after a well produclf'ltl or capable of prodUCing 011 or 
gas has boon completed on the leased premises. Lessee shall exerCISe the diligence of a reasonably prudent operator 1n dniiiOQ such additional wei or 
wells as may be reasonably necessary for the proper development of the lll81Sed premiSes and In marl<ebng the production thereon 

(A) VERTICAL. In the eventlhrs lease Is In force and effect two (2) years after the expiration dale of the prvnary or extended term h shall then 
term•nate as to all of the leased premiSes, EXCEPT ( 1) 40 aaes surrounding each o~ well capable of producing In paying quanh~es and 320 acres 
surrounding each gas well capable of producing In paying quantibes (InCluding a Shul~n oil or gas well as provided rn Paragraph 14 hereof). or a well 
upon which Lessee is then engaged In contlfluous dnll lflQ or reworlung operations. or (2) the number of acres Included in a prodUCing pooled 0011 
pursuant 10 Texas Natural Rescx.rces Code 52 151-52.154, or (3) such greater or lesser number of acres as may then be alocated lor prodUC11on 
purpose~ to a prora11on unit for each such produc1ng well unde< the rules and regulations of the Rairoad Commission of Texas. or any successor 
agency, or other governmental aulhonty ha""'g jurisd•cbon II at any time after the offectr\18 date o' the pamal term111at1on prOVISionS hereof. the 
eppl•cablc field rules are changed or the well or wells locaced thereon are reclBSSlfied so !hat loss acreage IS thereafter allocated to saod well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter aUocated to said well or wells for production purposes. 
Nocwilhstandlng the termination of this lease as to a portion of the lands covered hereby, Lessee shel neve<111eless continue to havo the nghl ollngross 
to and egress from the landS suU subject to thiS lease lor all purposes descnbed In Paragraph 1 hereof. together v.th easements and ngllls-ol-way for 
exlsung roads, elllslrng plpo~nes and other &J<ISting faciO~es on. over and across au the landS descnbed In Paragraph 1 hereof ("the retained lands"), lor 
access to and korn the retained lands and for the gathenng or transportation of oil. gas and other minerals produced korn the retarned lands 

• . .. • .... • • • • • • • • ••• • • • • • • • • • • • • • • •• • •• • • •• • • • • • .. 
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~B) HORIZONTAl. In lhe eventlhos lease os on fo<ce and effect two (2) years after lhe axporaloon date ollhe prvnaty or extended term n shall 
· lunller termonate as to all depths below tOO feet below the total depth dnled (heretnaftor '<leeper depths") on each weU located on acreage retaoned on 
Paragraph 16 (A) above, Lnless on ex before two (2) year.; after the primary ex extended term Lessee pays an amOLill equal to one-half ( 112) of lhe 
bonus onginally paid as consideration lor this lease (as speafied on page 1 hereof) II such amount is paod. 1tis lease shaD be on lon;e and effect as to 
such deeper depths, and srud termonabon shaD be delayed for an addotional penod of two (2) years and so long !hereafter as oil 0< gas Is produced on 
payong q Janoties from such <leeper depths covered by 1tis lease. 

(C) IDEiffiFICATION AND FlUNG. The surface acreage relained hereunder as to each well shall , as neat1y as practical. be on lhe form of a 
square voth lhe well located In lhe center lhefeol. 0< such other shape as may be approved by lhe Ccxnmossioner ot lhe General Land Office Within 
thorty (30) days after partial termination ollhts lease as provided hereon, Lessee shall execule and reco<d a release 0< releases conta.ning a satisfacte<y 
legal descnption ot lhe acreage andJO< depths not retaoned hereunder The recorded release, 0< a cenofied copy ot same, shall be filed in the General 
Land Office. accompanied by the fi long fee prescnbed by lhe General Land Office rules in effect on the date !he release is filed II Lessee laols or refuses 
to execute and record such release 0< releases Wlthon ninety (90) days after being requested to do so by the General Land Office. then lhe 
Ccxnmissioner al his sole discretion may designate by ..,.;nen Instrument lhe acreage and/0< depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counbes where the lease is located and on the otfocoal records of the General Land Office and such 
deSignabon shaU be bonding upon Lessee IO< aD purposes. 

17. OFFSET WELLS. Neother the bonus, delay rentals, nor royailocs paid. 0< to be paod, under !Ius lease shall r11heve Lessee of hos obiogabon 
to protect tho od and gas under the aboV!Kiescnbed land from being drained Lessee, sublessee, receover 0< other agent on coniJol of lhe leased 
premoses shall drill as many wel ls as the lacts may jusbfy and shaM use appropoate means and dnll to a depth necessary to prevent ..-.due draonage of 
oil and gas from me leased premises In addrtion, d oil and/0< gas should be produced In commercial quannties wilhoon 1,000 feet ollhe leased premises. 
or in any case where lhe leased premoses os beong drruned by producbon of oil or gas, the Lessee, sublessee. recei- 0< othe< agent in control of the 
leased premises shall in good faith begon the dnling ol a well 0< wells upon the leased premises wollwo 100 days after lhe draining well 0< wells 0< the 
W1lll 0< wells completed W>thon 1,000 feet oltt>e leased premoses statt producong ., comme<coal quanloloes and shall prosecute such dnfting woth dilogence. 
Fa•lore to saiLsfy the statutory offset oblogaiiOn may subject this lease and lhe O'Mier ollhe SOli's agency nghts to lorfetlure. Only upon the <leterminallon 
olthe Ccxrvnossooner of the General Land Cllfice and Wl lh his wntten approval may lhe payment of compensate<y royalty under applicable stalule<y 

•: • ~eiCI'S satiSfy the obUganon 10 drill an offset well ex wells required under lhos paragraph. .... 
• 18. FORCE MAJEURE. If . after a good faith effort . Lessee os prevented from complymg With any express()( inploed covenant ol U.s lease, 

• • • •• ~ conducbng drilling operations on tho leased premises, 0< !rom producing col or gas from the leased premoses by reason ol war. rebellion, riots. 
• .ftnkes. acts of God. 0< any valod order. rule or regulanon ol government authority, then who le so prevented, Lessee's obllgabon to comply With such 

covenant shall be suspended and Lessee shall not be liable tor damages lor laolure to comply With such covenants; addotionaUy. lhos lease shall be 
~ended whole Lessee is prevented, by any such causa, from conducting dniUng and reWO<kong operations 0< from producong oil ex gas from the leased 

• • • • • .-emises. However, nothing in lhos paragraph shall suspend the paymenl of delay renlals on oroer to maintain this lease In effect during the primary term 
• i~ the absence of such dnNong or reworking operatoons 0< production ot oil oo gas 
•• • 
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20. (A) PROPORTIONATE REDUCTION CLAUSE. lithe owner ollhe sool owns less than the ent~e undivided surface estate on the above 

described land. whether 0< not Lessee's Interest os specofied t>eretn. then the royalnes and rental hereon proVIded to be paod to me owner of the sool shaU 
be paid to hm in the proponoon wtuch hos rnerest bears to the enbre un<IV1ded st.rface estate and the royalties and rental hereon provided to be paod to 
the Ccxnmissloner of the General Land Office of the State of Texas shall be ~kewtse propcxtionately reduced However, belooe Lessee ~usts the 
royalty 0< rental due to lhe Ccxnmossooner of the General Land Office. Lessee 0< h:s aOOlonzed representabve must submotto the Ccxrvnossooner ollhe 
General l and Olloce a written statement which explains the discrep31ney between the interest purportedly leased oodcr thos lease and lhe actual Interest 
owned by the owner of the soil. The Ccxnmossooner of the Goneral Land Office shall be paod the value of the whole production allocable to any undrvided 
Interest not covered by a lease. less the proponionate development and producbon cost allocable to such undlvoded interns I However, In no event shall 
the Commissioner of me General Land Office receive as a royalty on tho gross production allocable to the undiVided lnle<est not leased an amount less 
!han tho 1alue ot one-sixteenth ( 1/16) of such gross producbon. 

(B) REDUCTION OF PAYMENTS. II, dunng the primary term. a ponlon of the land covered by thiS lease is included within tho boundanes 
ot a poooed unit that has been approved by lhe School Land Board and the owner ot the soil In acce<dance with Natural Resources Code Secbons 
52. 151·52.154. 0< of. at any ume aner the expirabon ot the pnmary term 0< the extonded term, this lease covers a lesser m.wnber of acros than the total 
amount <lescnbed herein. payments that are m ade on a per acre basos hereunder shall be reduced accor<fng to me nllllber of acres pooled. released, 
surrendered, ex otherwose severed, so that payments determined on a per acre basos under the terms ol lhos lease donng the primary term shaU be 
calculated based upon lhe number of acres outside the boundaries of a pooled un~. 0<, it after lhe expirabon ol lhe primary term. the number ol acres 
actuaUy retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the nghlto use water produced on saod land necessary Ia< operations under this lease except water 
from wells 0< tanks of the owner of the sol i; ptOV1ded. how'lver. Lessee shall not use potable water 0< water suotable Ia< Hvestock 0< lmgatoon purposes 
lor waterftood operations without the prior consent ollhe owner of the sod 

22. AUTHORIZED DAMAGES. Lessee shall pay the own« of the soot !0< damages caused by Its operations to all personal propeny, 
improvements, tivestock and crops on saod land. 

23. PIPEUNE DEPTH. Whon requested by the owner ot the sool, Lessee shall bury ots pipelones below plow depth 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premoses Without 
the written consent of the O'Mler of the soil. 

25. POLLUTION. In developing lhos area, Lessee shall use the hoghesl degree of care and all proper sataguards to prevent poiutoon Wothoul 
hmoling the toregoong, polluoon of coastal wetlands. natural waterways. nvers and ompounded water shall be prevented by the use ot containment 
facilities suflicoent lo prevent spillage, seepage or ground water contamlnatoon In lhe even! ol polution. Lessee shall use all means at its disposal to 
recapture al l escaped hydrocarbons or other pollutant and shall be responsoble lor all damage to public and privale proper1oes Lessee shall build and 
maonlain fences around ots slush, sump, and drainage p<1S and tank battenes so as to protect kveslock agaonst loss. damage 0< Injury; and upon 
completion or abandonment of any weN or wel ls. Lessee shall fill and level all slush p11s and cellars and comptotefy clean up the dnlling site of all rubbish 
thereon. Lessee shall , while conduc1Jng operations on lhe leased premises. keep said premises free of all rubbish. cans. bottles. paper cups 0< gartage. 
and upon completion of operations shall res tore the surface olthe land to as near ots origonal condinon and contours as Is practJcable Tanks and 
equoprnent will be kept painted and presernable. 

26. REMOVAl OF EQUIPMENT. Subject to hmotabons on lhos paragraph, Lessee shall havolhe right to remove machinery and fixtures placed 
by Lessee on the leased premises. onc:fuding the ngh1 to draw and remove casing, Within one hundred twenty ( 120) days after the exp~ralion 0< the 
l ermonabon ollhos lease unless the owner- of the sod grants Lessee an extensoon ollhls 120-day penod However. Lessee m ay not remove casong .. om 
any v.ell capable of producong oil and gas in payong quanbtoes. Addibonally. Lessee may not drew and remove casong until after thirty (30) days wnnen 
notice to the Ccxnmissioner of the General Land Office and to the owner- ot lhe sool Thoe owner of the sod shal become lhe owner of any machinery. 
fixtures, or casong whoch are no1 tmely removed by Lessee under lhe terms oflhos paragaph 

27. (A) ASSIGNMENTS. Under the condotions contaoned on this paragraph and Paragraph 29 ot this lease. lhe rights and estates of e<lher 
party to this lease may be asstgned. in whole or in part, and lhe provisoons of this lease shall extend to and be binding upon their heors, devisees. legal 
representatives. successors and assogns. H~ver. a change 0< If vision in owne<ship of t he land. renlals, or royalties will not enlarge lhe obligabons of 
Lessee, diminish the rights, privilages and estates of Lessee. impair the effectiveness of any payment made by Lessee 0< ompaor the effeclivoooss of any 
act performed by Lessee. And no change or division In ownership ollhe land, rentals. or roya«oes shall bond Lessee fa< any pu-pose unbl thlrty (30) days 
after lhe owner ollhe soil (O< his heirs . devisees. legal representatives 0< assigns) h.mishes the Lessee Wllh satislacle<y wrinen evidence of the change 
on ownership, oncludong the ongonal recorded murOments of tolle (ex a ce<bfied copy of such ongnel) wllen the ownership changed because of a 
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Conveyat>Oe A local oi partial a&Sogrvnent of !IllS lease shal. 10 lhe extenl ollhe inlcresl a&SogMd. reloevo and discharge lessee of all subsequent 
·obligations ...cler lh&s lease If this lease IS asSigr18d In its entirely as 10 only part of lhe a creage. lhe nght and OpliOn 10 pay rentals shall be apporuoned 
as between llle sevoool owners ralllbly. acco<dong to lhe area of each. and faolute by one 01 mOte ollhem 10 pay n.s share ollhe rental shall not affec:t 
!111s lease on the pan of lhe land upon ...,.ch pro rata rentals are umely paid 01 tendered. however. If the 8SSIQilOf 01 a ... gnee does not file a cerufied 
copy of such assignment In !he General land Office befOte the next rental pay!ng date. lhe enlln! lease shalllenninale for faiure lo pay lhe onbre rental 
due under Paragraph 3. Every asslgn<l8 srn.tl succeed to all rights and be subject to all obhgallons, iabi~II<IS . and pcnallios owed 10 lhe Stale by lhe 
Otiginallessoo 01 any priOt assignee of the lease. lnduding any hablklles 10 the S1111o for IM>PIIld royalties 

(B) ASSIGNMENT UMITATION. Nolw!lhstanding any proVISion Ill Paragraph 27(a). W the owner of lhe 5001 acq1.1res !his lease In whole 01 in 
part by ass1gnment "'lhoul lhe pn01 wntten approval of lhe CommiSSIOfl8f of lhe General Land Office. this lease IS YOtd as of lhe trne of 8SS1gnmenl and 
lhe agency - ollhe owner may be foffeoted by lhe CommossJoner An as51gnmen1 ..,y be trealod as 11 11 were made to lhe owner ollhe 5001 If lhe 
as5lg008 IS 

( 1) a nomonee olthe <r- of !he s~. 
(2) a Corpolllhon 01 slilsldiary 1n which lhe o.,.ner olthe sooliS a pnnopal s1ocl<holdor 01 IS an employee of such a CorpolliDon 01 subsldl3ry 
(3) a pannersr.p In v.hlch lhe owner of lhe sod is a patlner 01 is an employee of such a paMe<o.l'op 
(4) a pnncipal stockholder 01 employee of lhe COtpO<allon v.IIICh IS lhe own&< of lhe soil. 
(5) o partner 01 employee In a paMe<shlp ...nocn IS lhe owner of lhe sool, 
(6) a Mooary lOt the owner of tho sod: lnclud1ng but not hmiled 10 a guardian, trustee. e•ecu10t, adminoslmtor. receiver. or conservator for lhc 
owner of the so1l, or 
(7) a famUy member of lhe owner of lhe sool Of rela1ed 10 lhe owner of the soi by mamage, blood. Of adoption 

28. RELEASES. Undor the condotJOnS conlllllled in thiS paragraph and Plllr&gflph 29. lessee may at any lime execute and deliver to lhe 
owner of lhe soil and place ol record a rcloase Ot releases covenng any portJOn Of portJOnS of lhe leased premcses. and lhe<eby SUI'Tende< this lease as 
to such portJon Of PO<lions. and be relieved of all subsequent obllgallonS as 10 acreage surrendered If any pan of !IllS lease rs propet1y surrendered. lhe 
dofay rental due under this lease shall be reduced by lhe proportion lila I lhe surrendered aaeage bears 10 lhe aaeage ...noch was covered by lh<s lease 
Immediately pnor 10 such surrender. however. such release IMll not reloeve lessee of any ~abrhlleS 'Nillch may have accrued under thiS lease pn01 10 lhe 

• : "sfnende< of such acreage 
•••• 

• 29. FILING OF ASSIGNMENTS AND RELEASES. If aU 0t any part of th1S lease os aSSrgned 0t released. such assognmenl 0t release must be 
• • • ••4COfded"' lhe county where lhe land Is situated, and the recorded Instrument. Of a copy of lila rOCOtded lnsln.menl certified by lhe County Clerk of lhe 

• c&.rnty In v.llich the 1nsii\Jment Is recorded. must be filed 1n the General Land OrriCO wolhin 90 days of lhe lasl execution dale accompanied by lhe 
• proscnbed fihng fee If any such assignment IS not so filed, lila nghts ac:QI.Ired under thiS lease shal be subjecl 10 forfeiture al lhe option of lhc 

c.>mmiSSioner of the General Land Office 
•••••• • • 30. DISCLOSURE CLAUSE. AI provisions perU11r>ng 10 lhe leaso of lhe abovo-descnbed land have been Included rn thiS onsii\Jment. 

• • ~~ lhe sllltemenc of the true conslderatron to be paid lOt the execUtion of lhrs lease and lhe nghts and cfuues of lhe partieS Any oolateral 
• 0 • iWeerrteniS concemong lhe dcvolopment of oil and gas frOtrt the leased premiSes which are not eonta.ned In tns lease rende< IIIIS lease .,vahd 

31. FIDUCIARY DUTY. The own&< of lhe sod owes lhe State a fiduciary duly and must ~ly d>sclose any facts affectong lhe Stale's IOteteSI Ill 
• • t1t leased premises. When lhe .,terests of the owne< ollhe 5001 conftiCI v.~th those of lhe State. lhe owner of lhe sool is obligated 10 pUt lhe State's 

• 0 0 ! interests before hiS personal 1n1erests. 

32. FORFEITURE. If Lessoe shall laol Of refuse 10 make the payment of arty sum "'thin thirty days afte< II becomes due. 01 rl Lessee or an 
authonzod agent should k~ngly make any false retum Of false report concamlng production Of dnlllng. ()( 1f lessee shall faol Ot refuse 10 dnll any 
offset well or wells 1n good fa1th as required by law and the rules and regtAallonS adopted by lhe Commlsslone< ollhe General l and Offico. Ot If lessee 
should fail to file reports in the manner required by law or fail lo comply ~Mill rules and regufa\ron$ prOtrtuljjllled by the General land Office. lhe School 
land Boat<!. Of the R8l~oad Comrro$$lon, Of if Lessee should refuse lhe proper aulhonly access to lhe recOtds pertaonrng to operalrOnS. or d l essee Of 

an authorized agent should knowingly faol Of refuse to gove correct lnfotmabon 10 the proper authoruy. Of knoWingly lao! Of refuse 10 fumosh lhe Geoenlf 
Land Office a corTeCIIog of any wen. Of 11 Lessee shall knowmgly VIOlate any of the matenal proVISions ollfl<s lease. Of 1f this lease rs 3SSigned and tno 
assrgrment Is not filed In the General Land Office as requred by taw. the rights acq~.~red under IIIIS lease shall be subfect to forfeoture by lhe 
CommiSSIOnet, and he shal lorfe•l same v.11ert sufficH!Ody rotormed of the facts ...noch aulhorue a foriellUfa. and v.llen forf01ted the area sh3l agaon be 
subject 10 lease under lha terms of the Rehnqushment Act. However. nolhrng hereon shall be ce>nslrued as waoW>g the au1omallC temunation ollhos 
lease by operation of law Of by reason of any special hmrtatron <WlSIOQ he<eundar Forfer1ures may be set asrde and this lease and al nghls lhe<eunder 
rernstaled befO<e the nghts of anolher lnterveone upon salislactO<Y ollidenco 10 the Commissioner of the General land Office of h.(ure compiance Wllh 
the prolllslons olthe law and of lhrs lease and lhe rules and regutaoons that may be adopted rela11ve hereto 

33. U EN. In aCCO<dance "'th T cxas Natural Resources Code 52.136. lhc Stale shall have a firs! hen upon all ool and gas produced from lhe 
area COYlted by thiS lease to secure payment of all unpa•d royally and other sums of money lllat may become due under lhls lease. By acceptance of 
lhrs leasll. Lessee g<aniS lhe Slate • ., add boolo lhe Wen pr<Widod by Ta.as Natural Resources Code 52 136 and any other applicable SlaiUIOfY loen. an 
express .:onttactual l1en on and secunly Interest 1n all leased mrnerals 1n and exllaCied from !he leased promosos. all proceeds wl'och may acaue 10 
less60 hOtrt the sale ol such leased mt1erals, wtlelher such proceeds are hold by lessee Of by a lhrrd party. and all fixtures on and improVI!tnertiS 10 lhe 
leased PI emiSOS used ., connecbon With lhe productron Ot processO-lg of sueh leased mrnerals In order 10 secu<e lhe payment ol al royalties 01 other 
amounts .1ue Ot to become due Ufldar !Ius lease and to secwe payment of any damages Ot loss lllat LaSSO< may suffe< by reason ol Lessee s breach of 
any covenant Ot condiuon of IIIIS lease. v.llelh81' express Of ompl«)d This IMin and secur>ty on!., est may be foreclc6ed "''h Of wolhoul court proceedrngs rn 
the mamer proVIded"' the TrUe 1. Chap 9 of lhe Texas Business and Commerce Code lessee agrees lllal the CommiSSlone< may requre Lessee to 
execu1e and record such lnsii\JmeniS as may be reasonably necessary to acknowledge. anacn Ot perfeclthrs Iron lessee hereby represents !hat there 
are no pn01 Of superior liens orisfng from and relabng to lessee·s &ChYOties upon lhe abov<Hiescnbed propeny Of from Lessee's aoqwrbon of lhrs lease 
Should lhe Commlsslone< al any tome detemune lhat lhls representation Is notiiUe. then the Comm~ssron81' may declare lhrs laase forf811ed as proVldad 
herelll 

34. POOUNG. Lessee 1S hereby granted the ngh11o pool 01 ur>t!Ze the royally 1n1ores1 of the owner of lhe sool under tl'ls lease With any other 
leasehold or mlll&fal 1ntarest lor the exploratron. development and producuon ol ool or gas Of erthe< ollhom upon the same terms as shall be approved 
by lila School Land Board and the CommiSS10fl81' olthe Geoetaf Land Ofice fO< the pooling 01 unitWng of lhe lnlcresl of the SUite ...c~ ... lhos lease 
pursuanllo Te.as Natural Resources Code 52. t51-52.154 The OM18f of lhe sod agrees that lhe rlduslon of this prolllslon In lhls lease satiSfies lhe 
execubon requorements staled 111 Texas Nai\Jfal Resources Code 52 152. 

35. INDEMNITY. lessee hereby releases and discherges the Stale of Te.as and lhe ovme< of the soli. their officers, employees. partnOrS 
aocnts, contractOtS. subcontractors. guests, nvrtees. and !heir respective successO<S and OSSJl1U. ol and from all and any actions and caus8S of acbon 
of every nature. or other harm. lncluang onwonmental harm. for 'Nillch recovery of damages IS sought. rncfud,ng. btA not ~mr!ed to. all losses and 
expanses ....,en are caused by lhe actr111bes of lessee. Its otfrcers, employees, and agents ansing O<A of. loodental to. Ot resulong frOtrt, lhe CClOf'II!JonS 
of Of for Lessee on lhe leased premiSes hereund .... Ot lllat may anse oul of Of be OCG3sfoned by Lessee's breach of any of the tenns Ot prOVlslons of thiS 
Agreement. Of by any other negligent 01 stnclly loable act Ot OtrtiSSion of Lessee Further. lessee he<cby agrees 10 be loable for. exonerate. ondernnlfy. 
C)efond and held hannless lho Sl81e o1 Texas and the owner of lhe soot. lhetr offiCOrs employees and agents. lherr successors Ot asstgns. agalnsl any 
and all cf3ims. Uabllrllcs. losses. damages. acbons. personal lllfury (Including death). costs and exponses. 01 othe< harm lOt v.llrch I'OCO\Iery ol dam egos 
Is sought. under any theory lnclud1ng tort. conttaet Ot slricl babilily. Including a«Otneys' fees and other legal eXPOOSOS. 1ncludlfl0 !hose related 10 
envvonmental hazards. on lhe leased pr.,mses Ot ., any way r81ated 10 lessee's fa.lure 10 comply Willi any and all enwonmenlal ta-Ns. those ans1ng 
frOtrt Ot on any way related 10 lessee's ope<abons Ot any other ol Lessee's acbYObOS on the leased promJseS. those ansrng from le$Sco's use olthe 
surface of lhe leased preml$05, and !hose lhal may anse out of Ot be occasooned by lessee's breach of any of tho terms Of provosions of !IllS Agreement 
Ot any other act Ot Otrtfssron of Lessee. Its dlrec:tors. officers. employees. pattnertl. agents. contraCIOtS. subconlrac:IOtS. guests. lrwuees. and lhe~ 
respec11ve succeSSOI"S and ass1gro5 Each assognee of lhis Agreement. Of illlnterest there1n, agrees 10 be bable fO<. a.onerale. 1ndemn.fy, defend and 
held harmless lhe State of Texas and lhe owne< ollhe 5001. thew offico<s. employees and agents .,lhe same manne< prOVlded above on conneciJon wolll 
the aciiYIIies of lessee, liS olflcers. employees, and agents as descnbad abOve. EXCEPT AS OTHERWISE EXPRESSLY U MITED HEREIN. AU. OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT UMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS). STRICT UABIUlY, OR THE 
NEGUGENCE OF ANY PARlY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGUGENCE 
BE SOLE. JOINT. CONCURRENT, ACTIVE. OR PASSIVE. 

• • •• • ... • • • • • • • • ••• • • • • • • • • • • • • • • • • • •• • • •• • • • • • •• 
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, 36. ENVIRONMENTAL HAZARDS. Lessee sl\al use the twghest degree or care and all reasonable safeguards 10 prevent concamonaiJOn 01 

•pollubon or any environmental medium. lnduQ.ng soot surlace watcn. groundwater. sediments. and surface 01 subsurface slr.lla. ambient 011r 01 any 
othef envuonmenlal medl001 on. on. 01 undef . the leased premises by any waste. pollutant 01 con~MW~anl lessee shall not bnng 01 pennrtlo l"lltT1<III1 on 
the leased premises any asbestos contarnrng ma1erlals. explosives. lollic macenals. 01 substances <eg\Aated as hazardous wastes. hazardous matenals. 
haz.aldous substances (as lite tenn "Hazardous Substance" Is defined on lite Comprehensive Envuonmental Response. Compensabon and lrabtlrty Act 
(CERCLA). 42 U.S.C Sections 9601. e1 seq.), or toxic substances under any federal , slate. 01 local law 01 regufatron ("Hazardous Matenals"). e•cept 
ordrllal)l prOducts oommonty used In connect>on Wlllt orl and !liiS expiOtauon and development ope<abons and stored In the usual manner and QUantities 
LESSEE'S VIOLATION OF THE FOREGOING PROHlBmON SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBmON OR (2) THE PRESENCE, RELEASE. OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON, UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL Of THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIAlS IN, ON, UNDER. OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY Of THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIACAnON AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LIES SEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH Of THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease rs rssued ooder the prOVISIOIIS of Tel8S Natural Resources Code 52 171 tlvoogh 52 190. cOIMlonly 
knoMl a; the ReinQuislvnent Act. and other appl"rcable statutes and amenonencs cnereto. and rl any proVIsion ., lin lease does not conlorm to lhese 
statutes. the statutes wUI preva~ over any nonconlorm.-.glease ptOVISIOIIS 

•: • • 38. EXECUTION. Ttu ool and gas lease must be Signed and acknow1odged by the lessee before 4 Is filed ol record rn lite county records and 
• •• • rn the Gene<al Land Office or lite State of Texas Once the tiftng r~rements found In Paragraph 39 of this lease have been sauslied. the eHecuve date 

Qllllis lease shall be the date fould on Page 1. ...... 
• • 39. LEASE FlUNG. Pursuant to Chapter 9 or the TeKSS Buslless and Commerce Code. litis lease must be filed or record In the office of tho 

• County Cieri< In any county in whrch all or any part or the leased premrses Is located, and certi'od copies thereof must bo filed In lite General Land 
Qlfice. This lease Is not eHecbve unbl a certified copy of thrs lease (whtch Is made and certified by the County Cieri< frOtn his r&COids) rs filod rn lito 

• • • • <Obneral Land Office in accordance w.th Texas Natural Resources Code 52 183 Addrbonally, thrs lease shall not be brndrng upon the State unleSs ~ 
• r&:~os the aaual and true consideration paid or promised 101 &Ke<:utron or tills lease The bonus due tho State and the prescnbed filrng leo shall 

• • • • atco"'pany such certified copy to the General Land Office . . . 
.... 
• . .. . 

BY· ~ t't (1&% :r LESSEE f /') f) 

TrUe SWEI&P 
Date Lj - \ J- - LC))Lj 

~~ 

:~~TEOf~~'-' Q~ 
BY: Holenc!;;tNien. ( 

Individually and as Agent l011he State or Tel8S. 

Date __ :f_._-_'1__:_-_<..Q~_LJ.t._ __ _ 

• • •• • • ••• • • • • • • •• • • 
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STATE Of TEXAS (CORPORATION ACKNOWLEDGMENT) 

couNTY or DALLAS A jC. 1'\ l .... :r:: .. L-C. 0 ,... 

BEFORE ME, the undomogned aulhooty. on U.s day personally appeared H c.,/ ~ D C.. • A J/ Ail {_, C -./... ......... f1....:... C. ~ p ..)..S4.,..) 
known 10 me lo be !he pefSOil whose name iS subscnbed 10 lho fot090UlQ lnslrumooiS as H '-I ~ ~ _ :\,...... 
of U cJ..l.t cU. Ty /.r-LJ l./ and acknowledged 10 me thai he execuled !he same IO< the pt.OJlOS8S and consodetallOI'I 

lhe<e·n ctptessed, in !he capaoty Slated. ana as lhe aca and deed o1 S81d eo<pOraiJOn \ 

G1ven under my hand and scat ol office thiS the l day of A f{ \ _
1 

(INDIVIDUAL ACKNOWLEDGMENT) 

• • . 'lie subscnbed lo the fa<egoong 1nslll.rnent, and ackno-.ledged 10 me IN I !hey execUied the same IO< the purposes and conslderauon thereon CJ<Ptossod 

• .... ~ G1ven under my hand and seal ol office this lhe day o!Apnl 2014 . 
•••••• • • 

. ...... 
• • . . . 

• • • • •• 
.... 
• .... 

• • ••• • • • • 

• •• • • • •• • 

. .... 
• • • .. • . • .. • ~ 

• • • • • • 
~ . .. . 

• •• 

ANTHONY CORNILL 
Notorv Puollc. Stole o t fi!AfU 

My commlu lon hPIIIU 
August 19 , 20l1 
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/ / STATE OF TEXAS 

• ....... 
~ . 

. 
~" ••··~ • • 
•• • . . . 
• • • 

. .. . 
• .... 

• • ••• • • • • 

••• • • • • • • • • •• • • • 

••• • • • • • • • • •• • 

• • • • • • • • • • 

(CORPORATION ACKNOWLEDGMEND 

Notary Public 1n and tor -~..!....:~=~oS=~--------
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EXII IBIT "A" 
ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 

AUGUST 30,2012 BY AND BETWEEN HELEN CAROLYN ALLEN AND SWEPI LP 

The Oil and Gas Lease as described in the lease shall be consuued to be a separate Oil and Gas Lease from any other lease 
signed by the Owner of the S01l. 

.... 
• .... . . : ... , 
. ······ • . 

•• • • . . 
• •• 
. ... 
• .... 

I. This Lease covers only oil and gas, includ ing other liquid and gaseous hydrocarbons, as well as such other 
minerals or substances as may be produced incidental to and as a pan of or mixed with oil, gas and other liquid 
or gaseous hydrocarbons. If such substances are of commercial value, mcluding any sulphur so produced, 
Lessee will pay The Texas General Land Office and the Owner of the Soil one-founh ( 1/4) of the market value 
thereof at the point of sale.. This lease does not cover gravel, uranium, cahche, fissionable materials, coal, 
lignite or any hard minerals or substances of any type which shall be produced from the Leased Premises 

2. 

3 . 

4. 

separate and apart from, independently, of oil, gas or other liquid and gaseous hydrocarbons . 

Strike Paragraph 19. Owner of the Soil delivers this lease to Lessee without warranty of title, express or 
impl ied. At no time shall the Owner of the Soil be required to retmburse or return to Lessee any alleged 
overpayment of bonus, royalty or any other payment, nor shall Lessee directly or mdirectly withhold, deduct or 
prevent the payment of any consideration due Lessor as the result of any alleged overpayment. 

Compliance with Laws: Lessee, and, or Operator shall comply with all requirements of applicable local, county, 
state, and federal laws, rules and regulations including without limitation all applicable envtronmental laws, 
rules, and regulations . 

Lessee, and, or Operator shall not contam111ate, and shall prevent the contam111ation of, any and all waters of the 
Leased Premises from salt water, or other contaminat ing substances flowing over or seeping onto the same. 
Lessee, and, or Operator shall not have the right to locate a salt water or other disposal well on the Leased 
Premtses without the prior written consent of the Owners of the Surface and adequate compensation therefor. 

Lessee, and, or Operator shall not use any water from Leased Premises without prior wriuen consent of the 
Commissioner of the General Land Office and the Owner of the Soil. Pern1ission may be withheld for any 
reason, regardless of whether it is reasonable or unreasonable. Upon receipt of written consent from both panics, 
Lessee, its successors and assigns, may itself drill a water well and then use the water from that well 111 its 
conduct of the drilling operations that are conducted on the Leased Premises, provided that Lessee pay the 
General Land Office and the Owners of the Surface for all water so used at a rate of sixty cents ($.60) per barrel 
(subject to subsequent review and adj ustment) for a tern1 of three (3) years from the effective date of this Lease. 
However, notwithstanding the foregoing, Lessee shall have no right to the use of water from the Leased Premises 
for uses ofT the Leased Premises or for water flooding or secondary recovery operations without the additional, 
specific prior written consent of the General Land Office and the Owner of the Soil. 
Each well must be metered and identified as a water well. 

Prior WTillen consent must be received prior to any usage of caliche or limestone. Use of any and all caliche or 
limestone, or any other non carbon products, in the conduct of the drilling operallons that conducted on the 
Leased Premises may be granted, provided the Lessee pay the General Land Office and the Owner of the S01l fo r 
all usage of said substances. Caliche and limestone may be used at a rate of S5.00 a cubic yard (yrd3). All other 
materials are negotiable using the Rate and Damage Schedule published by University of Texas System 
University Lands, PO Box 553, Midland, Texas 79702-0553. 

5. Advance notification of any and all Seismic and, or Geophystcal operations must be provtded to the Texas 
General Land Office and Owner of the Soil. Lessee, and or Operator shall pay the rate of $1 6.00 per acre for 
each separate Seismic, and, or Geophysical operation. 

6. Prior to commencement of operations. Lessee shall furn ish any well locauons and/or bottom hole location plats 
of the leased premise or acreage pooled wuh the leased prem1ses. Lessee shall notify Lessor by email to 
helenyoungallen@yahoo.com within seven (7) days of the location and commencement of all drilling operauons 
upon leased premises or acreage pooled with the leased premises. 

7. Lessee, and, or Operator shall at either's ex pense, obtain any necessary licenses, and permits, and shall comply 
with all laws, ordinances and regulations applicable to the Premtses and the Lessee's, and or Operators use 
thereof. 

• ••• • .... • • • • • • • • ••• • • • • • • • • • • • • • • • • • •• • • •• • • • . • . . 
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STATE OF TEXAS 
COUNTY OF REEVES 
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14-04.130 

FILED FOR RECORD 
REEVES COUNTY, TEXAS 

- . 
General Land Office 
Rellnqul:shment Act Lease Form 
Rovlaod , Soptombor 1997 May 09, 2014 at 10:06:00AM l ~~ W litO 

.... . .... . ······ • • 

~usttn, \!texas 

OIL AND GAS LEASE 

• 
THIS AGREEMENT is made and entered mto th1s__MillL day of'"'A.,.u,.gu,.,s ... t ________ , £Q!l__ . between the State of Texas. acting 

•: • • • : by and through its agent, Laura Allen Quisenberry of 15020 Canterbury Road Spring Branch. Texas 78070 
•• • . . . 
• • • (G1ve Permanent Address) . . 
•• •• said agent here1n referred to as the owner of the so11 (whether one or more). and ,.S.LW,_,E.,P_,I_,L"'P ____________________ _ 
• .... 

of P.O Box 576. Houston. Texas 77001 

(G1ve Permanent Address) 

hereinafter called Lessee. 

1. GRANTING CLAUSE. For and in consideratiOn of the amounts stated below and of the covenants and agreements to be paid. kept and 
performed by Lessee under this lease. the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
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the sole and only purpose of prospecting and dnlhng for and producmg oil and gas. laymg p1pe lines. buitdtng tanks. storing 011 and building power 0 
stat1ons. telephone lines and other structures thereon. to produce. save. take care of, t reat and transport said products of the lease, the following lands 

4 Situated in Reeves County, State of Texas. to-w1t: 

2 
The Southeast Quarter of the Northeast Quarter (SE/4 of the NE/4) of Section 40, Block 58, PSL Survey, Reeves County, Texas, insofar 6 
as to only cover from the surface down to 12,378' 

·sEE EXHIBIT "A" ATTACHED HERETO AND MADE A PART HEREOF FOR ADDITIONAL TERMS AND PROVISIONS" 

containing _....;4,_,0'-'0..,0.._ ___ acres, more or less. The bonus consideration paid for this lease 1S as follows. 

To the State of Texas: Th1rty Thousand Dollars & 00/100 

Dollars ($"'3o~oo..,o"".o..,o.__ _ ____ _, 

To the owner of the soil Thirty Thousand Dollars & 00/100 

Dollars ($30,000.00 

Total bonus consideration: Six1y Thousand Dollars & 00/100 

Dollars (560,000,00 

The total bonus consideration pa1d represents a bonus or .. Thr~th::O~U::;S><and~=---'&~~0~0~/-'1'--'0"'01!..... _ _ ______ _ _ ___ _ _ _ _ 

-------------- -- Dollars ($3 000.00 ) per acre , on .oc20...,.,.;00"------ net acres. 

2. TERM. Subject to the other prov1s1ons in this lease. this lease shall be for a term of One (1 \ years from 
this date (herein called ·primary term") and as long thereafter as oil and gas. or either of them. 1S produced in pay1ng quantities from said land. As used 
in this lease, the term "produced in paying quantities· means that the rece1pts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past 

3. DELAY RENTALS. If no well is commenced on the leased prem1ses on or before one (1) year from this date, this lease shall terminate, 
unless on or before such anniversary date Lessee shall pay or tender to the owner of the so1l or to his credit m the PAY DIRECTLY TO THE OWNERS 
OF THE SOIL Bank. at ___ _ 
or its successors (which shall continue as the depository regardless of changes in the ownership of said land). the amount specified below; in addition. 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS. a like sum on 
or before sa1d date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil: _,_Tw=e'-"nt ..... y_.a"'n""d_,0""0"-/1,_,0""0'-------- --- --------------­

Dollars ($.,20"".0""0"------- -----" 
To the State of Texas: T.!.:eS<JnC!...!i!.au:ndO!....!.!QQ/!o!!...!1Y.O.Il.O __________________________ _ 

Dollars ($""1 0~.0"'0"------------" 

Total Delay Rental· .!..Te~n~an,d,_QQ~/.!C10~0L---------------------------­

Dollars ($""1 0""."'00"----- --------' 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary term All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee, or any 
assignee of this lease, and may be delivered on or before the rental paying date. If the bank des1gnated in this paragraph (or its successor bank) should 
cease to ex1st, suspend business. liquidate. fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for fa1lure to make such payments or tenders of rental until thirty (30) days after the owner of the SOil shall deliver to Lessee a proper 
recordable Instrument naming another bank as agent to receive such payments or terlders. 
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4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for rn thrs lease to the Commrssroner of the General land Office of the State of Texas, at Austin, Texas, and one-half (1 /2) of such royally to the 
owner of the sod: 

(A) OIL. Royalty payable on or I, whrch rs defined as includmg all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate. drstillate, and other liquid hydrocarbons recovered from oil or gas run through a separator or other equrpment. as herernafter provided, 
shall be 1/4 part of the gross production or the market value thereof. at the option of the owner of the soil or the Commrssioner of the General 
Land Office. such value to be determined by 1) the highest posted price, plus premrum, rf any, offered or paid for oil, condensate. distillate. or other liquid 
hydrocarbons, respectively. of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid rn the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whrchever is the greater. Lessee agrees that before 
any gas produced from the leased premises Is sold, used or processed 10 a plant, rt wrll be run free of cost to the royalty owners through an adequate orl 
and gas separator of conventronal type, or other equrpment at least as effrcrent, so that all liquid hydrocarbons recoverable from the gas by such means V 
wrll be recovered . The requrrement that such gas be run through a separator or other equrpment may be warved, in wrrtrng, by the royalty owners upon 
such terms and condrt10ns as they prescnbe. O 

(B) NON PROCESSED GAS. Royalty on any gas (rncludrng flared gas), whrch rs defined as all hydrocarbons and gaseous substances not 
defined as oil rn subparagraph (A) above, produced from any well on sard land (except as provided herem with respect to gas processed rn a plant tor 
the extract1on of gasoline. liquid hydrocarbons or other products) shall be 1/4 pan of the gross product1on or the market value thereof. at the 
opt1on of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the hrghest market pnce paid or offered for 

L 

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; 1 provrded that the maximum pressure base in measunng the gas under this lease shall not at any t1me exceed 14.65 pounds per square rnch absolute, 
•: • • and the standard base temperature shall be sixty (60) degrees Fahrenhert, correctron to be made for pressure accord rng to Boyle's Law, and for speCJfic O 

• • • • • gravity accord1ng to tests made by the Balance Method or by the most approved method of testing berng used by the industry at the time of testing. 7 ······ • • (C) PROCESSED GAS. Royalty on any gas processed 1n a gasoline plant or other plant tor the recovery of gasoline or other liquid 4 
hydrocarbons shall be 1/4 part of the resrdue gas and the liqurd hydrocarbons extracted or the market value thereof, at the option of the owner 

• of the soil or the Commrss1oner of the General land Office. All royalties due herern shall be based on one hundred percent (100%) of the total plant 
•: • • • : production of resrdue gas attnbutable to gas produced from thrs lease, and on frfty percent (50%), or that percent accruing to Lessee. whichever is the 

• • !Qreater, of the total plant productron of liquid hydrocarbons attnbutable to the gas produced from this lease; provided that if liqurd hydrocarbons are 
• • • • : recovered from gas processed in a plant in which lessee (or its parent, subs1drary or affiliate) owns an rnterest, then the percentage applicable to liquid 

hydrocarbons shall be frfty percent (50%) or the hrghest percent accrurng to a thrrd party processing gas through such plant under a process1ng 
••• .agreement negotiated at arm's length (or rf there 1s no such thrrd party. the heghest percent then being specified in processrng agreements or contracts rn 

• •.: the industry), whichever IS the greater The resped1ve royalties on resrdue gas and on liqurd hydrocarbons shall be determined by 1) the highest market P 
pnce pard or offered for any gas (or liquid hydrocarbons) of comparable quality 1n the general area, or 2) the gross pnce pard or offered for such residue G 
gas (or the weighted average gross sellrng price for the respect1ve grades of liquid hydrocarbons). whichever IS the greater In no event, however. shall 
the royalties payable under this paragraph be less than the royalties whrch 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 "casrnghead," "dry," or any other gas. by fractionating, burning or any other processrng shall be 1/4 part of 0 
the gross productron 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. l 

such market value to be determrned as follows: 1) on the basis of the heghest market pnce 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 whrch such products are produced; whichever IS the 2 
greater. 

7 
5. MINIMUM ROYALTY. Dunng any year after the exprratlon of the pnmary term of this lease, if this lease is ma1ntained by production. the 

royaltres paid under thrs lease rn 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 succeed1ng the annrversary date of thrs lease a sum equal to the total annual rental less the 
amount of roya1t1es paid dunng the preced1ng year. If Paragraph 3 of thrs lease does not specify a delay rental amount, then for the purposes of this 
paragraph, the delay rental amount shall be one dollar ($1 .00) per acre 

6. ROYALTY IN KIND. Notwrthstandrng any other prov1S1on rn th1s lease. at any time or from time to time, the owner of the soil or the 
Commrssioner of the General Land Office may. at the option of erther, upon not less than sixty (60) days notice to the holder of the lease, requrre that the 
payment of any royalties accru1ng to such royally owner under th1s lease be made in krnd The owner of the soil's or the Commissioner of the General 
Land Office's reght to take its royalty in kind shall not drmrnrsh or negate the owner of the sorl's or the Commissroner of the General Land Office's nghts 
or Lessee's obligatrons, whether express or implied, under th1s lease 

7. NO DEDUCTIONS. lessee agrees that all royaltres accrurng under thrs lease (rnclud1ng those pard in k1nd) shall be wrthout deduction for 
the cost of producing. gathenng. storing , separat1ng, treating, dehydratrng, compressrng, processing, transportrng, and othei'Wlse mak1ng the oil. gas and 
other products hereunder ready for sale or use. lessee agrees to compute and pay royaltres on the gross value recerved, mcludrng any reimbursements 
for severance taxes and productron related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent thrs lease's proportionate share of any fuel 
used to process gas produced hereunder in any processrng plant. Notwithstanding any other provisron of th1s lease, and subJect to the wrrtten consent of 
the owner of the soil and the Commissioner of the General l and Office, lessee may recycle gas for gas lift purposes on the leased prem1ses or for 
injection rnto any 011 or gas producrng fonnation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royaltres shall be payable on the recycled gas until it is produced and sold or used by l essee 1n a manner which entrtles the royalty owners to a 
roya lty under thrs lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royaltres not taken in krnd shall be paid to the Comm1ssroner of the General land Office at 
Austin, Texas, 1n the follow1ng manner: 

Payment of royalty on production of oil and gas shall be as provrded rn the rules set forth rn the Texas Regrster Rules CJUrrenUy provide that royalty on oil 
rs due and must be recerved rn the General Land Offrce on or before the 5th day of the second month succeeding the month of production, and royalty 
on gas rs due and must be recerved 1n the General land Office on or before the 15th day of the second month succeedrng the month of production. 
accompanied by the affidavit of the owner, manager or other authorized agent, completed in the form and manner prescnbed by the General l and Office 
and showing the gross amount and disposition of all oil and gas produced and the market value of the 011 and gas, together With a copy of all documents, 
records or reports confinning the· gross production, drspos1t1on and market value including gas meter readings, pipeline receipts, gas line receipts and 
other checks or memoranda of amount produced and put into prpelines, tanks, or pools and gas lines or gas storage. and any other reports or records 
which the General land Office may require to verify the gross production, d1spos1t1on and market value. In all cases the authonty of a manager or agent 
to ad for the Lessee herern must be fi led in the General land Office. Each royalty payment shall be accompanied by a check stub, schedule, summary 
or other remrttance advice showing by the assigned General land Office lease number the amount of royalty berng pard on each lease. If lessee pays 
his royalty on or before thirty (30) days after the royally payment was due. then l essee owes a penalty of 5% on the royalty or $25.00, whrchever is 
greater A royalty payment whrch rs over thirty (30) days late shall accrue a penalty of 10% of the royally due or $25.00 whrchever IS greater. In addrtion 
to a penalty, royalties shall accrue rnterest at a rate of 12% per year. such interest will begin to accrue when the royalty IS srxty (60) days overdue. 
Affidavrts and supporting documents whrch are not tiled when due shall 1ncur a penalty rn an amount set by the General Land Office admrnrstratrve rule 
which is effectllle on the date when the affidavits or supportrng documents were due. The Lessee shall bear all responsrb1lrty for paying or causrng 
roya~ 1es to be pard as prescnbed by the due date provided herein. Payment of the delinquency pena~y shall rn no way operate to prohibrt the State's 
nght of forferture as provided by taw nor act to postpone the date on whrch royalties were ongrnally due. The above penalty prov1sions shall not apply in 
cases of trtle d1spute as to the State's portion of the royalty or to that portron of the royalty 1n drspute as to fair market value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. l essee shall annually furnish the CommiSsroner of the General land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to th1s lease and shall furnrsh said CommiSSioner wrth copres of 
all contracts under which gas rs sold or processed and all subsequent agreements and amendments to such contracts wrthin thirty (30) days after 
entering into or making such contracts. agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherw1se authorrzed by Lessee. All other contracts and records pertaining to the productron, 
transportation, sale and marketing of the oil and gas produced on said premises. including the books and accounts, rece1pts and drscharges of all wells, 
tanks. pools. meters, and prpehnes shall at all times be subject to inspection and exam1natron by the Commrssioner of the General Land Office, the 

Attorney General, tt Go:;r: or, o: ~h: r~sent:t:v: of any of them }{ 
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(B) PERMITS, DRILLING RECORDS. Written notice of all operations on thts lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, worl<over, 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 Ratlroad Commtsston forms for application to drill Copies of well tests, 
completion reports and plugg10g reports shall be supplied to the General Land Office at the lime they are filed wtth the Texas Ratlroad Commtssion. AJI 
apphcattons, permtts, reports or other filings that reference thts lease or any specific well on the leased premtses and that are submitted to the Texas 
Railroad Commtsston or any other governmental agency shall tnd ude the word "State" tn the title. Additionally, 10 accordance with Railroad CommiSsion 
rules, any stgnage on the leased premtses for the purpose of Identifying wells, tank battertes or other assOCiated IITlprovements to the land must also 
tndude the word "State • Lessee shall supply the General Land Office wrth any records, memoranda, accounts, reports, cutt10gs and cores. or other 
information relative to the operatiOn of the above-described premises, whiCh may be requested by the General Land Offtee, in add1t10n to those heretn 
expressly provided for. Lessee shall have an electncal and/or radtoactiv tty survey made on the bore-hole section, from the base of the surface castng to V 
the total depth of well, of all wells drilled on the above descnbed premises and shall transmtt 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. 0 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed tn the General Land Office when L 
due. The penalty for late fi ling shall be set by the General Land Office admtmstralive rule whtch is effecttve on the date when the matenals were due in 
the General land Office. 

11. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM. If. dunng the pnmary term hereof and pnor to diScovery and 1 productton of oil or gas on satd land, Lessee should dnll a dry hole or holes thereon. or tf dunng the pnmary term hereof and after the dtscovery and 
• : • • actual productton of oil or gas from the leased premises such product ton thereof should cease from any cause. this lease shall not term10ate If on or 0 

• •• • before the expiration of sixty (60) days from date of completion of said dry hole or cessatton of productton Lessee commences additional dnlhng or ? 
, • ••.: reworking operattons thereon , or pays or tenders the next annual delay rental10 the same manner as provided in this lease. If, during the last year of the 
• • pnmary term or withtn sixty (60) days prior thereto. a dry hole be completed and abandoned, or the production of otl or gas should cease for any cause. 4 

Lessee's rights shall remain in full force and effect without further operations unlit the exptratlon of the prmary term, and If Lessee has not resumed 
• production tn pay10g quanttltes at the exptratton of the pnmary term, Lessee may ma10tatn thts tease by conducting additional drilling or reworl<tng 

•: • • • : operattons pursuant to Paragraph 13. using the exptralion of the pnmary term as the date of cessation of productiOn under Paragraph 13 Should the first 
• • • well or any subsequent well drilled on the above descnbed land be completed as a shut-in oil or gas well wtthtn the pnmary term hereof. Lessee may 

• • • •: resume payment of the annual rental tn the same manner as provtded hereto on or before the rental paying date following the exptration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the fat lure to make such payment, this lease shall ipso facto terminate. If at the 

• • • . expiration of the primary term or any time thereafter a shut-10 oil or gas well is located on the leased premises, payments may be made tn accordance 
• • •: wtth the shut-in provisions hereof P 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If. at the exptraiiOn of the pnmary term, neither oil nor gas is being 
produced on satd land. but Lessee is then engaged in dnlling or reworl<mg operations thereon. thts lease shall rema10 in force so long as operatiOns on 
satd well or for drilling or reworl<ing of any additional wells are prosecuted in good fatth and in worl<manlike manner without interruptions totaling more 
than Stxty (60) days dunng any one such operation. and if they resultm the productton of otl and/or gas. so long thereafter as oil and/or gas is produced 
in paying quantities from satd land, or payment of shut-in oil or gas well royalttes or compensatory royalties IS made as provided tn this lease. 

G 

0 
13. CESSATION, DRILLING, AND REWORKING. If, after the exp1rallon of the pnmary term. production of 011 or gas from the leased 4 

premtses. after once obtatned, should cease from any cause, thiS lease shall not term1nate if Lessee commences additional dnlling or reworl<ing 2 
operations wtthin sixty (60) days after such cessation, and lhts lease shall rema10 10 full force and effect for so long as such operations contmue in good 
fatth and tn worl<manllke manner without interruptions totaling more than stxty (60) days If such drilling or reworl<tng operations result tn the produCtion 8 
of oil or gas, the lease shall remain tn full force and effect for so long as oil or gas IS produced from the leased premises in pay1ng quanllttes or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as prov1ded by law. If the dnlling or reworl<ing 
operations result in the completion of a well as a dry hole, the lease will not termtnate if the Lessee commences additional drilling or reworl<ing 
operations within sixty (60) days after the compleuon of the well as a dry hole. and lhts lease shall remam 10 effect so long as Lessee conttnues drilling or 
rewor1<10g operations in good f31lh and in a workmanlike manner wtthout interruptions totaling more than sixty (60) days Lessee shall giVe wntten notice 
to the General Land Office Within thtrty (30) days of any cessatiOn of productton 

14. SHUT-IN ROYAL TIES. For purposes of this paragraph, "Well" means any well that has been assiQned a well number by the state agency 
hav10g Junsdtction over the productton of otl and gas. If, at any lime after the explfatton of the primary term of a lease that. until betfiQ shut tn, was be10g 
matntamed in force and effect. a well capable of productng oil or gas tn pay10g quantities IS located on the leased premises, but oil or gas ts not being 
produced for lack of SUitable production facilities or lack of a suttable marl<et. then Lessee may pay as a shul·tn oil or gas royalty an amount equal to 
double the annual rental provided 10 the lease. but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quanttltes. If 
Paragraph 3 of thiS lease does not speCify a delay rental amount. then for the purposes of this paragraph, the delay rental amount shall be one dollar 
(S1 .00) per acre To be effective. each tnitial shut-in oil or gas royalty must be patd on or before: (1) 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 rewor1<10g operatton tn accordance 
With the lease provistons. whichever date is latest Such payment shall be made one-half (1/2) to the Commtss10ner of the General land Office and one­
half (112) to the owner of the soil. If the shut-in oil or gas royalty IS patd, the lease shall be considered to be a produCing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the pnmary term. or from the first day of the month folloWing the month 10 whtch 
product1on ceased. and, after that. If no suitable production faCJitttes or surtable marl<et for the oil or gas extsts, Lessee may extend the lease for four 
more successive penods of one (1) year by paying the same amount each year on or before the expiration of each shut-10 year. 

15. COMPENSATORY ROYALTIES. If, dunng the penod the lease ts kept in effect by payment of the shut-In oil or gas royalty, 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 tn any case in whtch dra1nage is occurring. the nght to continue to matnta tn the lease by paying the shut-in 011 or gas royalty shall cease. but 
the lease shall remain effective for the remainder of the year for wh1ch the royalty has been paid. The Lessee may mainta in the lease for four more 
success1ve years by Lessee pay1ng compensatory royalty at the royalty rate provided 10 the lease of the marl<et value of productiOn from the well caus1ng 
the dra10age or whtch IS completed in the same produc10g reservolf and Wlthtn one thousand (1,000) feet of the teased premiSes. The compensatory 
royalty is to be patd monthly, one-half (112) to the CommiSSioner of the General Land Office and one-half (112) to the owner of the soli, beg1nn10g on or 
before the last day of the month followtng the month 10 whtch the oil or gas tS produced from the well caustng the dra10age or that ts completed tn the 
same producmg reservotr and located with1n one thousand (1,000) feet of the leased prem1ses. If the compensatory royalty patd '" any 12-month penod 
is an amount less than the annual shut-in otl or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease None of these provtstons will relieve Lessee of the obligation of reasonable development nor the obligation to dri ll offset wells as provtded in 
Texas Natural Resources Code 52.173; however, at the determtnation of the Commissioner. and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to dnll offset wells 

16. RETAINED ACREAGE. Notwithstanding any provtston of th1s lease to the contrary, after a well producing or capable of produong oil or 
gas has been completed on the leased premtses. Lessee shall exerCISe the diiiQence of a reasonably prudent operator in dnlling such add1t1onal well or 
wells as may be reasonably necessary for the proper development of the leased premtses and in marl<ettng the production thereon. 

(A) VERTICAL. In the event thts lease is 1n force and effect two (2) years after the expiratton date of the primary or extended term it shall then 
term1nate as to all of the leased premises, EXCEPT (1 ) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surroundtng each gas well capable of producing in pay1ng quantrttes (including a shut-in oil or gas well as provided in Paragraph 14 hereof). or a well 
upon whtch Lessee tS then engaged tn conttnuous dnlling or reworl<ing operattons. or (2) the number of acres induded in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such g reater 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 regulattons of the Railroad Comm1ss1on of Texas, or any successor 
agency, or other governmental authority having JUrisdictiOn If at any time after the effecttve date of the part1al terminauon proviSions hereof. the 
applicable field rules are changed or the well or wells located thereon are reclassified so that less acreage is thereafter allocated to satd 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 terminalion of this tease as to a portion of the lands covered hereby, Lessee shall nevertheless cont1nue to have the nght of ingress 
to and egress from the lands still subJect to th1s lease for all purposes descnbed tn Paragraph 1 hereof. together wtlh easements and rights-of-way for 
existing roads, existing pipelines and other existing fac1lrt ies on, over and across all the lands descnbed in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retatned lands and for the gathering or transportation of oil, gas and other mmerals produced from the retained lands. 
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(B) HORIZONTAL. In the event thas lease as in force and effect two (2) years after the expiration date of the primary or extended term at shall 
further termanate as to all depths below 100 feet below the total depth dralled (hereanafter "deeper depths") in each well located on aaeage retained an 
Para9raph 16 (A) above. unless on or before two (2) years after the pnmary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonua onginally paid as consaderation for thas lease (as specifaed on page 1 hereof) If such amount is paad. thas lease shall be in force and effect as to 
such deeper depths, and said termanation shall be delayed for an addabonat peraod of two (2) years and so long thereafter as oil or gas as produced an 
payang quantaties from such deeper depths covered by thas lease 

(C) IDENTIFICATION AND FILING. The surface acreage retaaned hereunder as to each well shall. as nearly as practacal. be an the form of a 
square wrth the well located an the center thereof. or such other shape as may be approved by the Commassaoner of the General Land Office. Wrth1n 
thirty (30) days after partaal termanation of thas lease as provided herem, Lessee shall execute and record a release or releases contaanang a satisfactory 
legal descnption of the acreage and/or depths not retaaned hereunder The recorded release, or a certified copy of same. shall be filed an the General \ r 
Land Office, accompanaed by the fi ling fee prescnbed by the General Land Office rules an effect on the date the release 1s filed . If Lessee falls or refuses v 
to execute and record such release or releases with1n nanety (90) days after bemg requested to do so by the General Land Offace, then the 0 
Comm1ssioner at h1s sole d1scretaon may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease 1s located and an the offiaal records of the General Land Office and such L 
designation shall be bindang upon Lessee for all purposes 

17. OFFSET WELLS. Neither the bonus. delay rentals. nor royalties pa1d, or to be paid. under this lease shall relieve Lessee of h1s obligation 
to protect the oil and gas under the above-<lescribed land from be1ng dra1ned Lessee. sublessee. receiver or other agent in control of the leased 1 
premases shall dnll as many wells as the facts may justafy and shall use appropnate means and drill to a depth necessary to prevent undue drainage of 

•: • • 011 and gas from the leased premises. In addition, if oil and/or gas should be produced 111 commercial quantities w1thin 1 ,000 feet of the leased premises, 0 
· •• • or an any case where the leased premises IS being d rained by production of oil or gas. the Lessee. sublessee, r8(;(llver or other agent 1n control of the l 
, • _.: leased premases shall an good faath began the drilling of a well or wells upon the leased premases wrthan 100 days after the draaning well or wells or the 
• • well or wells completed wathm 1.000 feet of the leased prem1ses start produc1ng an commercaal quantities and shall prosecute such dnlling wrth diligence. 4-

Failure to satisfy the statutory offset obligation may subJect thas lease and the owner of the soil's agency nghts to forfeiture Only upon the determination 
• of the Commassaoner of the General Land Office and wath his wntten approval may the payment of compensatory royalty under applicable statutory 

': • • •: parameters satasfy the obligataon to dnll an offset well or wells requ1red under this paragraph .. . 
• • •.: 18. FORCE MAJEURE. If, after a good faith effort, Lessee IS prevented from complying with any express or 1mplaed covenant of th1s lease. 

• from conducting drilling operations on the leased premises, or from producang oat or gas from the leased premises by reason of war, rebellion. raots . 
• • • • stnkes. acts of God. or any valid order, rule or regulation of government authonty, then whale so prevented. Lessee's obligation to comply wath such 

• •• : covenant shall be suspended and Lessee shall not be liable for damages for fa1lure to comply with such covenants; additionally. this lease shall be P 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from produc1ng oil or gas from the leased G 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease 1n effect during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

111. WARRMITY CL.AYiiiii. TRe ewRer ef l~e sail ' "erreAt& aAil agree& te ilefeAil title tel~e leases JII'EII'!ises. If l~e ewAer er l~e &ellilefawtts 
lA JI&!JII'l&At& ewes BA t~e leases JIFel'li&e&. t~eA basses 1'19!1 relies I'! tl:te ragl:tt& ef tl:te ewAer ef ~e sail iR tl:te leaseil pr&l'li&&lil lly payiR!I &R)' I'IBR!IB!Ie. Q 
~ er etRer li8R6 BA lRB lease£~ JJFBFRI686. If bes&BB Make& ~9yM8Al6 BR 98~91f ef U~e 9'YRBF &f tR& &&il WRSBF lhKi J18F99F9JJR ~ 1.8&688 fMIY F888¥&F tAa 

4 &9sl 9f tl:te&e II&)'~'!& AI& fr&l'lllla reRtal aRil r9yalties s~e 1~9 &'\ Rer 9f t~e &&II. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soal owns less than the enure undivided surface estate an the above 
descnbed land, whether or not Lessee's interest as speCified herem, then the royaltaes and rental herein provided to be paid to the owner of the so1l shall 
be paad to hm an the proportion wh1ch his interest bears to the entire undavaded surface estate and the roya1t1es and rental herem provided to be paid to 
the Commissaoner of the Genera l Land Office of the State of Texas shall be likeWise proportaonately reduced. However, before Lessee adjusts the 
royalty or rental due to the Comm1ss1oner of the General Land Office, Lessee or has authoriZed representative must submrt to the Commissioner of the 
General Land Office a wntten statement which explaans the discrepancy between the 1nterest purportedly leased under this lease and the actual interest 
owned by the owner of the soil The Commissioner of the General Land Office shall be paad the value of the whole productJon allocable to any undavlded 
interest not covered by a lease, less the proponionate development and productaon cost allocable to such und1vlded anterest. However, an no event shall 
the Comm1ssioner of the General Land OffiCe receive as a royalty on the gross productaon allocable to the und1v1ded ante rest not leased an amount less 
than the value of one-s1xteenth (1/16) of such gross product1on. 

(B) REDUCTION OF PAYMENTS. If, dunng the pnmary term, a portion of the land covered by this lease IS 1ncluded w1th1n the boundaraes 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance w1th Natural Resources Code Sectaons 
52.151-52.154, or af. at any time after the expiration of the primary term or the extended term. this lease covers a lesser number of acres than the total 
amount described herem. payments that are made on a per acre basiS hereunder shall be reduced according to the number of acres pooled. released, 
surrendered, or otherwise severed, so that payments determ1ned on a per acre basis under the terms of thas lease dunng the pramary term shall be 
calculated based upon the number of acres outside the boundaraes of a pooled unat, or, if after the expirataon of the pnmary term, the number of acres 
actually reta1ned and covered by thas lease. 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land n8(;(lssary for operations under !has lease except water 
from wells or tanks of the owner of the soil; provided. however, Lessee shall not use potable water or water surtable for livestock or 1rngation purposes 
for waterflood operations wathout the prior consent of the owner of the soli 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the so11 for damages caused by 1ts operataons to all personal propeny, 
amprovements, livestock and crops on saad land. 

23. PIPELINE DEPTH. When requested by the owner of the so11. Lessee shall bury its p1pelines below plow depth 

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

25. POLLUTION. In developang this area, Lessee shall use the highest degree of care and all proper safeguards to prevent pollution. Without 
limiting the forego1ng, pollution of coastal wetlands, natural waterways, nvers and impounded water shall be prevented by the use of containment 
facilit es sufficient to prevent spillage, seepage or ground water contamination. In the event of pollutton. Lessee shall use all means at its dasposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and pnvate properties. Lessee shall build and 
maantain fences around its slush. sump. and drainage pits and tank battenes so as to protect lavestock against toss, damage or anjury; and upon 
completion or abandonment of any well or wells. Lessee shall fill and level all slush p1ts and cellars and completely clean up the drilling site of all rubbish 
thereon. Lessee shall, while conducting operattons on the leased prem1ses, keep said prem1ses free of all rubbish . cans, bottles, paper cups or garbage, 
and upon completaon of operations shall restore the surface of the land to as near its original condition and contours as is practacable. Tanks and 
equipment wall be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to lim1tat1ons an thas paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premases, including the right to draw and remove casing, Wlthan one hundred twenty (120) days after the exparation or the 
termanatlon of thas lease unless the owner of the soil grants Lessee an extens1on of th1s 120-<lay period. However, Lessee may not remove casing from 
any well capable of produang oil and gas in paying quantities Addrt1onally, Lessee may not draw and remove cas1ng until after tharty (30) days wntten 
notice to the Commass1oner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machmery, 
fiXtures. or casing whach are not t1mely removed by Lessee under the terms of th1s paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained an this paragraph and Paragraph 29 of this lease. the nghts and estates of either 
party to thas tease may be assagned, in whole or an part, and the provasaons of thiS tease shall extend to and be bindang upon thear hears, devasees, legal 
representatives. successors and assagns. However, a change or davasaon an ownershtp of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, d1mlnish the nghts, privileges and estates of Lessee, 1mpaar the effect1veness of any payment made by Lessee or impaar the effectiveness of any 
act performed by Lessee. And no change or d1visaon 1n ownership of the land, rentals, or royalties shall bind Lessee for any purpose unlit thirty (30) days 
after the owner of the so1l (or h1s hears. dev1sees. legal representatives or assagns) furnishes the Lessee with satisfactory written evidence of the change 
10 ownership, includmg the ong1nal recorded muniments of title (or a certifl8d copy of such orig1nal) when the ownershtp changed because of a 

• • •• • ••• • • • • • • • • ••• • • • • • • 
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conveyance. A total or part1al assignment of th1s lease shall. to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under th1s lease. If this lease 1s ass1gned 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 ra tably, accordmg to the area of each, and failure by one or more of them to pay h1s share of the rental shall not affect 
th1s lease on the part of the land upon which pro rata rentals are tmely paid or tendered, however, 1f the ass19nor or assignee does not fi le a certified 
copy of such assignment in the General Land OffiCe before the next rental pay1ng date, the entire lease shall term1nate for failure to pay the entire rental 
due under Paragraph 3. Every ass19nee shall succeed to all nghts and be subJect to all obligations. hab1ht1es. and penalties owed to the State by the 
orig1nallessee or any pnor ass1gnee of the lease. 1nclud1ng any habil1t1es to the State for unpaid royalties 

(B) ASSIGNMENT LIMITATION. Notwithstanding any prOVISIOn 1n Paragraph 27(a). rf the owner of the so11 acqwes this lease 1n whole or in 
part by ass1gnment without the prior written approval of the CommiSSioner of the General Land Office, thiS lease 1s void as of the time of ass1gnment and 
the agency power of the owner may be forfeited by the CommiSSioner An assignment will be treated as if 11 were made to the owner of the soil if the 
assignee is V 

(1) a nommee of the owner of the soil; 0 
(2) a corporation or subs1d1ary in wh1ch the owner of the so1l 1s a pnnCipal stockholder or 1s an employee of such a corporation or subs1d1ary; 
(3) a partnership m which the owner of the soil is a partner or is an employee of such a partnership, 
(4) a principal stockholder or employee of the corporation which Is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the so11. 
(6) a fiduciary for the owner of the soil; including but not lim1ted to a guard1an. trustee. executor. administrator. receiVer. or conservator for the 
owner of the SOli, or 
(7) a family member of the owner of the SOil or related to the owner of the soil by marriage, blood. or adoptiOn. 

L 

1 
0 

28. RELEASES. Under the conditions contained m th1s paragraph and Paragraph 2g. Lessee may at any ume execute and deliver to the 
• owner of the soil and place of record a release or releases covenng any port1on or portions of the leased premises. and thereby surrender th1s lease as 7 

': • • •: to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered If any part of thiS lease IS property surrerldered, the 4 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by th1s lease 

o1mmed1ately prior to such surrender, however, such release w1ll not relieve Lessee of any liabilities which may have accrued under thiS lease prior to the 
• : • • • : surrerlder of such acreage. 

.... 

.. . 
• • •.: 29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of th1s lease 1s ass1gned 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 certified by the County Cieri< of the 
••• .county in which the instrument IS recorded. must be filed in the General Land Office w1thin 90 days of the last execution date accompanied by the 

•• • : prescribed filing fee. If any such assignment is not so filed. the rights acqwed under this lease shall be subject to forfeiture at the option of the P 
Commissioner of the General Land Office. G 

30. DISCLOSURE CLAUSE. All prov1sions pertain1ng to the lease of the above-descnbed land have been mcluded 1n thiS Instrument, 
includ1ng the statement of the t rue 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 are not contained m th1s lease render this lease 1nvalid. 

0 
31 . FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any fads affecting the State's 1nterest m 

4 the leased premises When the interests of the owner of the soli conOICI w1th those of the State. the owner of the soil IS obi1Qaled to put the State's 
Interests before his personal 1nterests 3 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum Wllhin thirty days after 11 becomes due, or If Lessee or an 0 
authorized agent should knowingly make any false return or false report conCP.rning production or drillmg or 1f 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 Larld OffiCe, or 1f Lessee 
shoull1 fall to file reports in the manner reqUired by law or fa1l to comply w1th 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 fall or refuse to give correct Information to the proper authority, or knoWingly fail or refuse to fum1sh the General 
Land Office a correct log of any well, or if Lessee shall knowmgly violate any of the matenal proviSIOns of th1s lease, or 1f thiS lease IS ass19ned arid the 
ass1gnment IS not filed in the General Land Office as required by law, the rights acquired under th1s 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 to lease under the terms of the Relinquishment Act. However. nothing herein shall be construed as waiving the automatic termination of this 
lease by operation of law or by reason of any speciallimitat10n ans1ng hereunder. Forfeitures may be set aside and this lease and all rights thereunder 
reinstated before the rights of another Intervene upon satisfactory ev1dence to the CommiSSioner of the General Land Office of future compliance with 
the proVISions of the law and of thas lease and the rules and regulations that may be adopted relative hereto. 

33. LIEN. In accordance w1th Texas Natural Resources Code 52 136. the State shall have a first hen upon all oil and gas produced from the 
area covered by th1s lease to secure payment of all unpaid royalty and other sums of money that may become due under th1s lease. By acceptance of 
th1s lease. Lessee grants the State. in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an 
express contractual lien on and security interest 1n all leased minerals m and extracted from the leased premises. all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a th1rd party, and all fiXtures on and improvements to the 
leased premases used in connection w1th the product1on or process1ng of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under th1s lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or cond1t1on of th1s lease, whether express or 1mplied This hen and security Interest may be foreclosed Wlth or without court proceediriQS in 
the manner provided in the Title 1. Chap 9 of the Texas Business and Commerce Code. Lessee agrees that the CommiSsioner may reqwe Lessee to 
execute and record such Instruments as may be reasonably necessary to acknowledge, attach or perfect th1s hen. Lessee hereby represents that there 
are no pnor or superior liens ansing from and relating to Lessee's actiVIties upon the above-described property or from Lessee's acquisition of thiS lease. 
Should the CommiSSIOner at any t1111e determ1ne that this representation IS not true. then the CommiSSioner may declare th1s lease forfeited as provided 
here1n. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under th1s lease with any other 
leasehold or mineralmterest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or un1hzmg of the interest of the State under th1s lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of th1s prov1sion in th1s lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the so1i, their offiCers, employees. partners, 
agen.s, contractors, subcontractors. guests. Invitees. and their respective successors and assigns, of and from all and any actJons and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought. including, but not llm1ted to, all losses and 
expe11ses which are caused by the activities of Lessee, its officers. employees, and agents arising out of, InCidental to, or resulting from. the operations 
of or :or Lessee on the leased prem1ses hereunder, or that may anse out of or be occasioned by Lessee's breach of any of the terms or proVISIOns of this 
Agreement. or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate. mdemnify, 
defend and hold harmless the State of Texas and the owner of the SOli, the1r officers, employees and agents. the1r successors or ass~gns , agamst any 
and all cla1ms. liabilities, losses. damages, act1ons, personal injury (mcluding death), costs and expenses. or other harm for wh1ch recovery of damages 
1s sought. under any theory mcluding tort, contract, or stnct hab1lrty, mcludmg attorneys' fees and other legal expenses, mcJudmg those related to 
enwonmental hazards, on the leased premises or in any way related to Lessee's fa1lure to comply w1th any and all environmental laws: those ansmg 
from or m any way related to Lessee's operations or any other of Lessee's activ1t1es on the leased prem1ses, those ansmg from Lessee's use of the 
surface of the leased prem1ses: and those that may arise out of or be occasioned by Lessee's breach of any of the terms or prov1s1ons of th1s Agreement 
or any other act or omissiOn of Lessee. Its directors, officers, employees, partners, agents, contractors. subcontractors. guests. invrtees, and their 
respective successors arid assigns. Each ass19nee of this Agreement, or an interest !herem. agrees to be liable for. exonerate. mdemn1fy, defend and 
hold harmless the State of Texas and the owner of the soil, the1r officers, employees, and agents in the same manner provided above in connection with 
the activ111es of Lessee, 1ts officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY U MITED HEREIN, AlL OF 
THE INDEMNITY OBLIGATIONS AND\OR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT U MITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGU GENCE 
BE SOLE, JOINT, CONCURRENT , ACTIVE, OR PASSIVE. 
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36. ENVIRONMENTAL HAZARDS. Lessee shall use the h1ghest degree of care and all reasonable safeguards to prevent contam1nat10n or 
pollution of any enwonmental med1um, including soil, surface waters. groundwater. sed1ments. and surface or subsurface strata, amb1ent air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant. or contaminant Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives. tox1c materials, or substances regulated as hazardous wastes. hazardous materials, 
hazardous substances (as the term "Hazardous Substance· is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
{CERCLA). 42 U.S.C SectiOns 9601 . et seq.). or tox1c substances under any federal, state, or local law or regulation ("Hazardous Matenals/. except 
ordinary products commonly used in connection with oil and gas explorauon and development operations and stored 10 the usual manner and quanut1es. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR v 
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 Q 
CON'f AMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF l 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITIEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 1 

• : • • OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. Q .... 
• 37. APPLICABLE LAW. This lease is issued under the prov1s1ons of Texas Natural Resources Code 52 171 through 52 190. commonly 

' : • • •: known as the Relinquishment Act, and other applicable statutes and amendments thereto. and if any provision in this lease does not conform to these 
statutes. the statutes Will prevail over any nonconform1ng lease proVISions . . 

•: • • • : 38. EXECUTION. ThiS oil and gas lease must be s1gned and acknowledged by the Lessee before 1t is filed of record 10 the county records and 
• • 0 1n the General Land Office of the State of Texas. Once the filing reqwements found in Paragraph 39 of this lease have been satlsf~ed , the effective date 

• . •. : of th1s lease shall be the date found on Page 1 

7 
4 

• • • • 39. LEASE FILING. Pursuant to Chapter 9 of the Texas Busmess and Commerce Code. th1s lease must be filed of record in the office of the 
••• : County Clerk in any county in which all or any part of the leased premises IS located. and certified copies thereof must be filed in the General Land P 

Office This lease is not effective until a certified copy of this lease (wh1ch 1s made and certified by the County Clerk from h1s records) is filed in the G 
General Land Office in accordance with Texas Natural Resources Code 52.183. Additionally, this lease shall not be b1nd1ng upon the State unless II 
recites the actual and true consideration paid or promised for execution of this lease. The bonus due the State and the prescnbed filing fee shall 
accompany such certified copy to the General Land Office. 

LESSEE 

BY {:,L fJ, ak..¢' 
Title. <;k~Y 

~~ Date: £1- 11--Jo\Y 
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STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT) 

COUNTY OPOAtt:A~ tbrf"\s 
BEFORE ME. the unders1gned authonty, on th1s day personally appeared,_-=--.::..,....-:-..--=-....!.t!!~~-'-......._-=---,.-------­

kno~o me to be the person whose name IS subscribed to the forego1ng Instruments as 

of l)'r/E fJ. L? and acknowledged to me that he executed t 

therein expressed. 1n the capac1ty stated. and as the act and deed of sa1d corporation. 

+b n"' ·) 
G1ven under my hand and seal of office thts the~ day of \.Af(l ·(:);· · ~, 

~··~~~.:·~.~~··· CASEY HE NDE RSON DUNl AP ~~ _ 
[#£~·:"\ Notary Public , State o l lexos --"=~"""""--"+----''----Ti-:---------it--------
~ .. ; .. ~,::': Mv Commission Expues Notary Public and for ~~CO 
<-.:,~j,·;,;\,·~~~"' Octobet 31 , 2016 _..~.__,~:o.=:__ ________ _ 

IIIII 

•:•• STATE OF TEXAS (INDIVIDUAL ACKNOWLEDGMENT) 

' ... • COUNTY OF A t 0 r-t-ND ······ . • • 
BEFORE ME. the undersrgned authonty, on th1s day personally appeared Laura Allen Ou1senberry_known to me to be the persons whose 

•• , •. : names are subscribed to the foregoing instrument, and acknowledged lo me that they executed lhe same for the purposes and consideration therem . . 
• • .expressed. . . . . .. ;fi_ 

Given under my hand and seal of office this the /rJ day ofApril.2014. .... . .... 

• • ••• • • • • 

.•·" ~"·:,··· OFFI CIAL SEAL 
/~.'!!.·~·.~<;.-... Gordon Daman Jr. 
~.t':·f( ! ·~ Notary Public, State of Texas 
V;:.~ ... ~'{,..i My Commission Expires 

·•· .. 1:'.···· July 31 , 2015 

••• • ... • • • • • • • • • • • • • • • • • • • • • •• • • •• • • • • •• 
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EXHIBIT "A" 
ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL A D GAS LEASE DATED 
AUGUST 30, 2012 BY A~D BETWEEN LAURA ALLE QUISENBERRY_AND SWEPI LP 

.......,...-, 

v 
The Oil and Gas Lease as described in the lease shall be construed to be a separate Oi l and Gas Lease from any other lease 0 
signed by the Owner of the Soi l. L 

I. This Lease covers only oil and gas, including other liquid and gaseous hydrocarbons, as well as such other 
minerals or substances as may be produced incidental to and as a part of or mixed with oil, gas and other liquid 1 
or gaseous hyd rocarbons. If such substances are of commercial va lue, including any sulphur so produced, 0 
Lessee wi ll pay The Texas General Land Office and the Owner of the Soil one-fourth ( 1/4) of the market value 7 
thereof at tJ1e point of sale.. This lease does not cover gravel, uranium, caliche, fissionable materials, coa l, 4 
lignite or any hard minerals or substances of any type which shall be produced from the Leased Premises 
separate and apart from, independently, of oi l, gas or other liquid and gaseou hydrocarbons . 

2. Strike Paragraph 19. Owner of the Soil delivers this lease to Lessee without warranty of title, express or 
implied. At no time shall the Owner of the Soil be required to reimburse or return to Lessee any alleged 
overpayment of bonus, royalty or any other payment, nor shall Lessee directly or indirectly withhold, deduct or P 
prevent the payment of any consideration due Lessor as the result of any alleged overpayment. G 

3. Compliance with Laws: Lessee, and, or Operator shall comply with all requi rements of applicable local, county, 
state, and federal laws, rules and regu lations including without limitation all applicable environmental laws, 0 
rules, and regulations. 4 

4. Lessee, and, or Operator shall not contaminate, and shall prevent the contamination of, any and all waters of the 
Leased Premises from salt water, or other contaminating substances nowing over or seeping onto the same. 
Lessee, and, or Operator sha ll not have the right to locate a salt water or other disposal well on t11e Leased 
Premises without the prior written consent of the Owners of the Surface and adequate compensation therefor. 

Lessee, and, or Operator shall not use any water from Leased Premises without prior written consent of t11e 
Commissioner of the General Land Office and the Owner of the Soil. Pennission may be withheld for any 
reason, regardless of whether it is reasonable or unreasonable. Upon receipt of written consent from both parties, 
Lessee, its successors and assigns, may itself dri ll a water well and then use the water from that well in its 
conduct of the dril ling operations that are conducted on the Leased Premises, provided mat Lessee pay the 
General Land Office and the Owners of the Surface for all water so used at a rate of sixty cents ($.60) per barrel 
(subject to subsequent review and adjustment) for a tenn of three (3) years from the effective date of this Lease. 
However, notwithstanding the foregoing, Lessee shall have no right to t1le use of water from the Leased Premises 
for uses off the Leased Premises or for water flooding or secondary recovery operations without the additional, 
specific prior written consent of the General Land Office and the Owner of the Soi l. 
Each well must be metered and identified as a water well. 

Prior written consent must be received prior to any usage of caliche or limestone. Use of any and all caliche or 
limestone, or any other non carbon products, in the conduct of the drilling operations that conducted on the 
Leased Premises may be granted, provided the Lessee pay the General Land Office and the Owner of the Soil for 
all usage of said substances. Caliche and limestone may be used at a rate of $5.00 a cubic yard (yrd3 ). All ot1ler 
materials are negotiable using the Rate and Damage Schedule published by University of Texas System 
University Lands, PO Box 553, Midland, Texas 79702-0553. 

5. Advance notification of any and all Seismic and, or Geophysical operations must be provided to the Texas 
General Land Office and Owner of the Soil. Lessee, and or Operator shall pay the rate of$ I 6.00 per acre for 
each separate Seismic, and, or Geophysical operation. 

6. Prior to commencement of operations, Lessee shall furn ish any well locations and/or bottom hole location plats 
of the leased premise or acreage pooled with the leased premises. Lessee shall notify Lessor by email to 

quisenbcrryl@yahoo.com within seven (7) days of the location and commencement of all drilling operations 
upon leased premises or acreage pooled wi th the leased premises. 

7. Lessee, and, or Operator shall at ei ther's expense, obtain any necessary licenses, and pennits, and shall comply 
with all laws, ordinances and regulations applicable to the Premises and the Lessee's, and or Operators use 
thereof. 

• . .. . .... . 
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ACADIAN LAND SERVICES LLC 
DRAFT ONE ACCOUNT 

TEXAS GENERAL LAND OFFICE 

, · Item to be Paid - Description 

14712570 Check Number: D7062 

7062 

Check Date: May 6, 2014 

Check Amount: $30,000.00 

LEASE TAKEN F/B/0 SWEPI LP-1/2 BONUS CONSIDERATION 

Amount Paid 
30,000.00 

PAY 

TO THE 
ORDER 
OF: 

ACADIAN LAND SERVICES LLC 

#81 14 

DRAFT ONE ACCOUNT 
101 W. FARREL RD •• BLDG. 1 

LAFAYEITE, LA 70508 
PH. (337) 237·0069 

Thirty Thousa~d and 00/100 Dollars 

TEXAS GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVE 
ROOM 600 
AUSTIN, TX 78701-1495 

u•oo 70 b 2Jil' 

/ 

Home/8Bank 
14/12570 7062 

t.O. ... f14ft ... 
DATE 

May 6, 2014 
I 

...,.,.,_. __ 
~,... . ..._ 

AMOUNT 

••••••••••• $30 ,000.00 
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• ••••• • • 
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ACADIAN LAND SERVICES LLC 
DRAFT ONE ACCOUNT 

TEXAS GENERAL LAND OFFICE 
" 

I tem to be Paid - D escription 

/ 
7060 

14712569 Check Number: D7060 

Check Date: May 6, 2014 

Check ·Amount: $30 ,000.00 \ 

Amount Paid 1 

LEASE TAKEN F/B/0 SWEPI LP-1/2 BONUS CONSIDERATION ;x; 30,000.00 

\ 

ACADIAN LAND SERVICES LLC 

' t 
i 
i 

#8114 

DRAFT ONE ACCOUNT 
101 W. FARREL RD. - BLDG. 1 

LAFAYETTE, LA 70508 
PH. (337) 237-0069 

PAY Thirty Thousand and 00/100 Dollars 

TO THE 
ORDER 
OF· 

TEXAS GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVE 
ROOM 600 
AUSTIN, TX 78701-1495 

I ., 
~t:;f'".;;g~~ .. ~~.a.9. --

IJD00 70 b01fD 
-

Home{8Bank 

!!l' , 
~ 

t.a.a-•14.H 
~LA1aSW-1Ut 

~ 

~ 
·,-;;; 

DATE 

May 6, 2014 

P' A 

I 

j~/ 

14'712569 7060 

AMOUNT 
........... $30 ,000.00 

IZED SIGNATURE 

ill. 
- 9~~-,\~~~~~ 



ACADIAN LAND SERVICES, L.L.C. 3 1 542 

TEXAS GENERAL LAND OFFICE 14713552 Check Numbes: 

Check Date: 

Check Amount: 

P31542 

Jun 5, 2014 

$~50.00 

Item to be Paid - Description Amount Pa id 
MISC- CHARGEBACKS X 150.00 

\_ 

\ 

~~~~~A~C~AD~I~AN~~~N~D~S~E~R~VI~C-ESE,·~·:.~,~.~~~:··~·"~'·'=·b·'~"'·~····~·'*E'·~.<-=· ·=~=~=:=~·~~=~= .. ~=·:=n~k ~~l~4~7¥.1~.37·s~-~5~2~~3 ~1 ~5~42 • 

OPERATING ACCOUNT r.o.~oo a"" Q:=;~ 

PAY 
TO THE 
ORDER 
OF 

101 W. FARREL RD, BUILDING I ~ 
LAFAYETTE, LOUISIANA 70508 ~ 

(337) 237-0069 

One Hundred Fifty and 00/ 100 Dollars 

''I' 

Jun 5, 2014 
DATE 

*-*d**d**•***$150.00 
AMOUNT 

TEXAS GENERAL LAND OFFICE 
1700 NORTH CONGRESS AVE 
ROOM 600 

VOID AFTER 90 DAYS 

AUSTIN, TX 78701-1495 



June 9, 2014 

Mineral Leasing Division 
Texas General Land Office 
Attn: Drew Reid 
1700 North Congress A venue 
Room 600 
Austin, Texas 78701-1495 

RE: Oil and Gas Leases 
Reeves County, Texas 
Section 40, Block 58, PSL Survey 

Dear Mr. Reid, 

ACADIAN LAND SERVICES. 

Enclosed please find a certified copy of the below listed Oil and Gas Leases on the above described lands along with 
a check in the amount of $150.00 to cover the State's filing fee. The State's share of the bonus for these leases was 
submitted to your office on May 20, 2014 via FedEx. 

State of Texas - DeLa Minerals, Inc. W/2 of SE/4 (MF I 04778A) 
State of Texas- ABH Baxter, LP SW/4 ofNE/4 (MF I 07619A) 
State ofTexas- Mark A. Chapman SW/4 ofNE/4 (MF107619B) 
State of Texas lie len Carolyn Allen SE 4 of. 'I: 4 ( \111 o-769) "' \~ 
State ofT exas Laura Allen Quisenberl) SL 4 of\1: ·I ( '\11·1 07769)l 

0 

State of Texas - Lester Charles Weatherby, Jr. SE/4 of SW/4 MFI 045480 

Please do not hesitate to call should you have any questions. 

Sincerely, 

~o~ 
Mary Pelas 

Enclosures 

Acadoan Land Serv~ces. L.L.C. 
Lease AIXlutStoons • SeiSI7liC Permits • Absrracung of rttJe • MaPOifl9 

101 W Farrel Rd ·Bldg 1 • 70500 Pl1lOe 337.237CXJ69 • Fax 337 233 3020 
Post Office Box 80487 • lafayette LA 70598-0487 E-mail com:actCacadlanland.com 



ACADIAN LAND SERVICES 

May 20,20 14 

Minera l Leasing Divis ion 
•: • • Texas General Land Office 

••• 
• ••••• ' . 
• ••••• • 

•• • • • • •• 
• 
•• • • .. . 

Attn: Drew Reid 
1700 North Congress A venue 
Room 600 
Austin, Texas 7870 1- 1495 

RE: Oil and Gas Lease 
Reeves Cou nty, Texas 
SE/4 NE/4, Section 40, Block 58, PSL Survey 
Helen Carolyn Allen 

Dear Mr. Re id, 

Enclosed please find a copy of the executed Oil and Gas Lease on the above described lands along with a check in 
the amount of$30,000.00 representing the State ' s share of the bonus. The fu lly executed lease was sent to the 
Reeves County Clerk of Court ' s offi ce on May 7, 2014 to be recorded. Upon our office's receipt of the same, a 
certified copy of the recorded lease and the State 's filing fee of$25.00 wi ll be forwarded to you. 

The surface owner's check was sent today via FedEx overnight de livery. 

Please do not hesitate to call should you have any questions. 

Sincerely, 

Mary Pelas 

Enclosures 

Acadian Land Serv1ces, L.L.C. 
Lease ACQuiSitionS • Se1sm1c Perm1ts • Absr.racung of Title • Mappmg 

1 01 W FarTel Ad . ·Bldg 1 · 70508 Phone 337 237 0069 • Fax 337 233 3020 
Post Office Box 80487 • Lafayette. LA 70598·0487 E·mall contact@acad•anland com 



Shell Exploration & Production 

April17, 2014 

Mr. D.rew Reid 
Texas General Land Office 
Stephen F. Austin Building 
1700 North Congress Avenue 
Austin, Texas 7871 1-2873 
P.O. Box 12873 
Austin, Texas 78711-2873 

Subject: 

Dear Mr. Reid 

Executed Oil and Gas Leases 
State of Texas 
Section 40, Block 58 
Reeves County, Texas 

Shell Upstream Americas 
Land & Contracts 
P. 0. Box 576 
Houston, TX 77001-057 6 
(83) 337-0146 phone 
(281) 544-4006 fax 
Lindsay .Sheffield@shell .com 

Please find the enclosed executed copies of the back-dated oil and gas leases obtained by SWEPI 
LP, pursuant to your Febmary 18, 2014, letter. Additionally, enclosed is a check for $600 covering 
the associated fees for said leases. A release of the remaining lands is being prepared by Meredith 
Macallister and will be sent to Linda Price. 

Upon approval of the leases, please return them to Brian Chaffee at the Shell address above. 

Please let me know if you have any guestions. 

Regards, 

~CUif £ . JWI rvuJL 
Lindsay Sheffield Turner 3 :S-\ · 3 ~ 1 · c:> t '-\-~ 
Land Representative 

Per applicable servtce agreements 



... 

' c 

, 

ACADIAN LAND SERVICES, L.L.C. 

TEXAS GENERAL LAND OFFICE 
14710906 

Item to be Paid- Description 
MISC- CHARGEBACKS 

' 

Check Number: 

Check Date: 

Check Amount: 

P31163 

Apr 17, 2014 

$600.00 

Amount Pa id X. 600.00 

I ~ \ 

3116 3 

/ 

~,~~~A~CA~D~IA~N~LA~N~D~S~E~RV~ICaE•Sg: ·=~~·=~:~=,~=~':o:~-···~~·"~-:.•m•·•·3•~:·s~ .. ~,.~~·~~-·~~···e~·~~~·~<··~~~~nEk~~1~4~7~1~Q~9~-~0~6~~3~1~1~6~3~ 

OPERATING ACCOUNT r.o.a-11.., tf:::!:: 
101 W FARREL RD. BUILDING 1 ._ .... ,... .... ., 
LAFAYETTE, LOUISIANA 70508 

(337) 237-0069 

Six Hundred and 00/100 Dollars 
'AY 
OTHE 
•RDER TEXAS GENERAL LAND OFFICE 
·F 1700 NORTH CONGRESS AVE 

ROOM 600 
AUSTIN, TX 78701-1495 

Aor 17, 2014 
DATE 

. ........... ........ $600.00 . 
AMOUNT 

VOID AFTER 90 DAYS 

. = .. .. 
0 

I) 
I 
i) 



•••• • • •• • 
• 

I e e •• e 
• • 
• 

• •••••• • • .. . 
• • • • •• 

• •• • • • ••• • 

May 20, 20 14 

Mineral Leasing Division 
Texas General Land Office 
Attn: Drew Reid 
1700 North Congress A venue 
Room 600 
Austin, Texas 7870 1- 1495 

RE: Oil and Gas Lease 
Reeves County, Texas 
SE/4 NE/4, Section 40, Block 58, PSL Survey 
Laura Allen Quisenberry 

Dear Mr. Reid, 

ACADIAN LAND SERVICES. 

Enclosed please find a copy of the executed Oil and Gas Lease on the above described lands along with a check in 
the amount o f $30,000.00 representing the State ' s share of the bonus. The fully executed lease was sent to the 
Reeves County Clerk of Court' s office on May 7, 2014 to be recorded . Upon our office's receipt of the same, a 
certified copy of the recorded lease and the State's filing fee of$25.00 will be forwarded to you. 

T he surface owner's check was sent today via FedEx overnight de livery . 

Please do not hesitate to call should you have any questions. 

Sincerely, 

~~ 
Mary Pelas 

Enclosures 

Acadian Land Services, L.L.C. 
Lease ACQUISitions • Se1sm1C Perm1r.s • Abscracung of Title • Mappmg 

101 W Farrel Rd ·Bldg 1 · 7050B Phone 337 237 0069 • Fax 337 233 3020 
Post Office Box 804B7 • Lafayette. LA 70598·04B7 E·ma11 contact@acadlanland com 
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July 25,2014 

Lindsay Turner 
Shell Exploration 
PO Box 576 
Houston, Texas 7700 I 

Re: tate Lease MF 116497 

Dear Ms. Turner: 

}ERRY PATTERSO ' , COMMISSl O 1ER 

Two RAL leases covering 40 ac., Sec. 40, Blk. 
58, PSL Survey, Reeves Co, TX 

The certified copies of the Relinquislunent Act leases covering the referenced tract have been approved and 
filed in our records under Mineral File numbers as set out on Page 2. Please refer to these numbers when 
ma kina payments to the tate and in a ll future correspondence concerning the lea es. Failure to 
include the mineral file numbers may delay processing of any paym ents towards the leases. 

There are several contractual and statutory responsibilities for the Lessee which are material provisions of the 
lease as outlined in the agreement such as Section 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: \V-3. Plugging Report; 
G-5, Gas Well Classification Report; G-10. Gas Well tatus Report; W-10, Oil Well Status Report; W-12. 
lncl in arion Report; electric logs; directional surveys. 

Chapter 52 of the Texas atural 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. 

Your remittances are set out on Page 2 and have been applied to the State's portion of the cash bonus. ln 
addition, we are in receipt of your processing and filing fees. 

Sincerely yours, 

Deborah A. Cantu 
Mineral Leasing, Energy Resources 
(5 12) 305-8598 
deborah.cantu@glo.texas.gov 

Srephc.:n F. Austin Building • 1700 orrh Con~rc~~ Avenue • Ausrin, Texa~ 78701-1495 

Posr Ofiice Box 12873 • .1\.usnn, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.sratc.rx.u~ 



State Lease No. Lessor as agent for State ofTX 

MF116497A Helen Allen 

MF 1164978 Laura Quisenberry 

Dated 

08!30112 

08130112 

Recorded Val/Page 

v. 1074. p 417 

V. 1074, P. 426 

Bonus Amount 

$30.000.00 

$30,000.00 
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COG Operati ng LLC 
Attn: Traci Conner 
One Concho Center 
600 W. Illinois Avenue 
Midland, Texas 7970 I 

TEXAS GEN ERA L LA ND OFFI CE 
G[ORGE P BU II. COMM ! ' I ONCR 

eptember 2, 20 15 

Certified U P # 70 I I I 150 000 I 24 14 9766 

Re: Termination of late Lease os. MFI 16494, MFI 16495, MFI 16496. IF 16-497 
Block 58 tale 40-14 Well # I H I A Pl o. 42-389-32449 I RRC Lea c o. 243000 
Comprised of: W/2 E/4; E/4 W/4; W/4 E/4; and E/4 E/4. of ection 40, Block 58. 
Public chool Land urvey, Abstract os. 2664, 4167. and 4389. Reeves County, Texas. 
covering those depths lying from the surface to 12,378' subsurface. 

Dear Traci Conner, 

The Texas General Land Office (GLO) has completed a review of the above captioned State 
Leases compri sing the Block 58 tate 40-14 Well # I H of which COG Operating. LLC is the 
current listed operator. The review of our internal records, along wi th production records 
provided by the Texas Railroad Commission, indicated there was no production from the Block 
58 late 40-14 Well # I during the months of cptembcr and October 2013. Furthermore. the 
respective mineral fil es do not contain documentation of any shut-in royalty payments or 
reworking operations. As such, the GLO considers these late Leases terminated effective 

ovember I. 20 13. 

hould you disagree wi th th is assessment please provide evidence to the GLO at the address 
shown below within thirty (30) days of receipt of this letter. Failure to reply or failu re to present 
sufficient evidence of the continuation of said tate Leases will result in the mineral files being 
endorsed as terminated. You wi ll receive no further communication from this office prior to 
endorsement. 

Additionally. Title 3 1, §9.92. of the Texas Administrative Code requires that a recorded original 
or certifi ed copy of a Release of each tate Lease. along with a filing fee of twenty-five do llars 
($25 .00) per lease. be filed wi th our office. 

Please discontinue filing GLO production reports and immediately delete the GLO RRAC 
control record fo r this well. Ir there are royal ties due, our Audit Division will notify you of the 
amount due. 

Lastly, when the well has been plugged, copies of Railroad Commis ion Form W-3 are required 
to be fil ed with our office. 

1700 1 orth Congress A,cnuc. Austin. rexas 7870 1-1495 
P.O. 130-. 12873. /\us1in. rcxas 787 11-2873 

512-463-500 I glo.tc-.as.go, 



If you have questions concerning this matter. please fee l free to e-mail me at the address below 
my ignature. 

Best. 

Dustin Brian Oslick 
Mineral Leasing, Energy Resources 
S l 2-475-0593 
Dustin. Osl ick(a),glo. texas. go 



~ . . 




