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General Land Offict 
Rdlnquhhmnt Act Ltut Form 
Rcvhcd, September 1997 

PAID UP 
011. ANO GAS I.EASE 

_.!oJ~un~~e'---__ 19..2§.__, between the Stato ofTc:xas, actina by and through Ill 

Midland TX 1
79701 

(Give Permanent Address~ 
hc:rc:lnafic:r called Lessee:. 

I. GRANTING CLAUSI!. For and In consideration o f the llllOUnts stated below and of the covc:nllflll and aareements to be paid, kept and performed by 
Lessee under this lease, the State of Texas acting by and through lhe owner of the soli. hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospect Ina and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone Hoes and other structures 
thereon, lo produce, save, talcc care of, Ileal and transport said products of the lease, the following lands situated In Reeves County, State 
ofTexas, to·wh: · 

W es t-l1:1lf (W/2) o f Sect ion 2, Block 51l, PS L S u rn~y. 

This is :1 PATD U P LEASE. S ubject to the o th e r p n11 · i ~iom herei n cunt a ined , this l ea~e ~ha ll re m a in in fo rce" i t lwu t r e nt a l payment ~ 
or furthe r pay m ents o the r than r oyal tie~ he rei n 111'0' ided fur a te n n of the (5) yea n f rom th i' da te (ca lled "primary te rm"), and ~o 

lo ng th e r eaft e r· :1s o il o r g as (eithe r nr ho t h ) i' prod u ce1l frnm \aid land nr la n d pooled there" it h. o r t he lca~c i' o th c r 11 i~e mainta in ed 

a s provide d he r e in . T he De pos ito ry Ba ni; a nd amo unt Ji, tcd in panagraph 3 hc ln11 b in re fe r e n ce tu the payme nt o f mi nimum royalt~ 
in accot·dancc w ith parag rrrph 5 be low. 

containlng,_......:::3~2~0::...•:..1.:._. __ acres, more or less. 11ae bonus co nsideration paid for this lease Is as fo llows: 

T o the State: ofTexas:. _ __ S:::::EVEN~:::::::~HUND:.:::.:..:.:::.:..RED=:=:.....:'IWENTY:..:..:.:=..:.:::...::......:AND:.=..::=-.::.2.::.2~/-1..:.0..:.0 ______ _______ _ _ _ _ 
Dollan ($ ____ 7..._2""0u.......c...2.c...2 __ ___, 

To the owner of the so ii :. _ _ ....!SEVEN~ll.!~~HUNO~~REP~L..'IWENI'Y~.b!!.-'~'--.!.AND~L...:2o:.2o:.L/..!.1~0~0~-----------------
0ollan ($. _ __ _,7r.....2~0.L....2'-'2'-----'> 

Total bonus conslderatlon:_~ONE~:.....TH"'"'-'~OU=S.,AND-"""=-..,.FOUR=>~-'HUND"'-"'~O!c.RED=~FO:o...::.:.;RTY=..:::......::AND=.:.=.....:4:....;4:..</_1.:...0=..0=------------­
Dollan (S·---~1~-,,,..;.4f..'4~0J-..,..4'*'4'9----') 

The total bonus consideration paid represents a bonus of'-:-::---.:;:F,.::I;.:FTY~~--=FOUR=.;::.=.;~AND=..:..::::--NO:..:..::c..:./_1.:...0.:...:.0......_;-;::--;:~=-----------
- --------------- Dollan ($ 54 . 00 ) per acre, on 26 , 674 9 net acres . 

• • • • • • 2 . TERM. Subject to the other provisions In this lease, this lease shall be for a term of five ( 5) years from this date 
(htreM called 'primary term") and as long thereafter as o il and gas, ~r either of them, Is produced In paying qullfltltles from said land. 
~~~~.In this lease, the term "produced In paying quantities' mc:llfls that the receipts from the sale or o ther auUaorlzed commercial use of the substance(s) covered 
e,...;eed •ut ofpoeket operational e xpenses for the six months I lUI past . 

• 
• • • 3 . BELAY REtrTAbS. lfft& uellla IB"".''"''IIIM lhe hMe~ fUtM II tl IM •• ~rfon IRt (I)) 111 freM thh dllt; ahh haaa tl.alltaMthutt; YAitat 

.: .. ,,, 'v;'huc sud• •pglyqq•qt d·•c I c ••cc rhell 1'")1 0 ' IC , k ' '" 'he A!MtlCS a' 'h• •gil 0' 'P ble credit ' o 

tit; - .£> P..IJ k:.. 0 f f;:..t.n G{?-1 C-A; Dank, 
11 5 "-?o <l o <..•"'t1t C-A(2.(}.J 132-- ±s.u c; j . u lw lwnan&N ("'klek •k•ll ee11thn••., the lleruullel') resaulleu ofehwtges In the ownership of 
t•h&.luuJ)1 the IIUDttnt rpttUitsl bsl s "'i lA edd' ti? Ar I tll tr tlull fll) Hr ,,,. .. ., te the gQf 0 t1Sfil9 t18R 8F TIIB Set R:fb\1 ... l/tl48 6FPiel! 01' Tl IE 3 I A I 2 Of 
T~HE:\G. :\T .. ' ':ETa••· TliX. s, 0 Ilk· St'M on or beG?St reid de l e Pe)'"lCPit "A4 C' sble P''P8'1pb shell op='e's ., I , ••••• uut •hell • •• ,, the "'' 0 ll•s• ef dofo:: ...... 
~~:~::.~a•o·wsn' o£1 ,,,,. 's' no• (') •.•• ,from ··'d d·•c Peyn,cnl..t under 1his peragraph shaJI be In 1he fo llowlna amounu: ..... 

• •••••• • • 
To the owner o fUae soii : __ -7~~~=::.!.~~~3::...4.::.L./..!.1..:::0c::O:.._ ___ __ -:-_ _ _______________ _ 

Doll an (S _ ____ .J-J'--L::L.--------------J 
To the S tate ofTexas:·---...:.±<~*:i"!!i!~-APH:o~J~4*c1f-/+1 ~0'1.0'--------:-------------------

Dollars ($. _ _ _ _ ____;8~-4-------------.-J 
Total Rental:-;;~-----~~'f±'T--bo-:b"r-I'IN!c:J-~>f-WI::I-----~------------------­

Dollers ($·-----~eo~>----------------' 

1111 alike AIIWIAtr IRIIupAR like payAicAI& Ar tcAdc"' IRAuall)'1 tlla 'AAIAIIA;tAitAt A fa wall ma)• be fuFU!er Elefe"ed fer Jucccsshc perlodJ ofonc ( I) JC&I each dudnx 
the prim aqt •crm 411 pa)'mcnl• or tcgdeq nfrcotaltn the nwgc:r ~oll.ml)' bG ll'ladc b)• 'ill'k IIF l ighl llraft efbeuee, e r Ill) MSignce oftfals lca:se, 1111d niB) be 
ilell"a~il &A ar laefeu &ke nAtal pariA8 dale. If the bllflk designated In this paraaraph (or Its successor bank) •hould cease to exist, •us pend business, liquidate, fall or 
be succeeded by another bank, or for llflY reason fall or refine to acceptrenlel , Lessee shall not be held In dcf.::ult for failure to malce such payments or tenders o f 
rental untllthl11y (30) days after I he owner of Uae so li shall deliver to Lessee a proper recordable Instrument naming another bllflk as agent to receive such payments 
or tenders. 
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4. I'ROUUC IION RO YALTIES. Upon pr udncllun uf uil nmVor gn.<. l.c~~ee ngr cc~ 111 rrny 111 cnro~c ltr he pnid onc-lrnlf ( 112) of ~1c I''Ynlly 
·• prtlvitledlirr in this lc;~.~e to the Conuuissioncr of the Gcncrnl l.anrl Oil ice oftJre Stale ofTcxn.~. nl Au~t in . I ex11~. nml u11e-lrnll ( 112) o f ~uch ruy~lly to the' rm~rcr'\rf 

the soil· ' 

(/\) Ull .. Roy111ly payable on oi l, which Is dclined RS inc lml ing all hydrucnrhuns pornl11cerl in a lirrnirl fm 111 ntthc n11111lh ufthc well and also RS all 
cumlcnsnlc, distillntc, and other liquid hydrocarbons recovered fru111 ull ur gns 11111 thr ough n separnlur m other cquipr11cn1, os hercinoncr provided, shall he 
---· _..3}.1.6__ part of the gross production or the 111nrkc1 value thereo f, ntlhe upt ironuf the nwner roflhe soil m the Cu111rnlssloner of the 
Cicneral Lnrul Oil lee, snch vnluc to he deter111lncd hy 1) the hi ghest pcrsted price, plus pre ruirom, if Any. ro ll'crerl nr pnirl fur oil , crondensnte, rlistillnte, or rot her licjuld 
hychucnrhuns, respectlvely, ofn like type a11d gravity lnrlre genecnl nr c11 whe1e l" '"loo ..:e.i nuoi •vhcu ' " " · " ' L) llle llrJ(hcsrrronrkelprlcc tlrcreuf oll'crerlur pnlrllnrhe 
~errernl nrcn whccc produced and whcnrurr, or J) the gruss pr uceeols ufthe snlc thereof, whichever is lhe grenler l.es~cc n~r ccs lhnl hclurc any gRS rrrurluccrlli urnthc 
len~crltrrcllll~eJ 1.~ sold, used or piClcessedln a plant, II will he rrur lice crf ccrs llcr llrc ruynlty uwrrer ~ rlur111~h n11 nrler1un1 e roll nrul ~:n.~ scpnrnlnr nf cnuvel111\111nii)'JlC, 111 
rolher ecprlpnrenl allensl as eniclenl, so 111111 all liquid hydr ocnrhum tecoverahle li ornlhe ~ns hy such 111en11~ will he recovered. 'I he rcquire111e1111hnl such gns he 11111 
lhr uugh a sepnr a lor or other equipment may be waived in writing hy the royally uwrrers upon such terms nml corulitium 1\S they prcscrihe. 

( II ) NON I'ROCf:SSED 0/\S. Royalt y 011 nny ~n~ (l11cl urllrrg llnrerl gM), which I~ delirred n~ nlllrytlrncnr hnns nrrd gn~cuus ~uhs tnrrce~ rrnl tlclirrrcl 
"-~nil irr snlrpnr11graph (/\) 11bu vc, produced from nny well orr snlriiRJrrl {except os pr uvlderllrerelrr with respeclln gns processed lrr 11 pl nrrl for lire exlrnclinn of 
gMulirre , liquid hydrocarbons or other products) shell be 3t 16 pan of the grnss protloct io rr o r the market value the reof. Attire oplio rr of the 
owner of the soli or the Commissioner of the General Land OOlce, such value to he bosed on I he highest 111111 kel price pAitl or offered fo[ gas o f compN able quality In 
lire gcnernl nreft where produced 1\JICI when run, or the grOSS price pnlrlnr o O'cred In lhe p111tlrrcer, whichever is lire ~renler ; 11111 VIrled llrnt"'llre lltMirtllllll pressure hR.<e 
lrr rrrens11rl11g lire giiS under this lease sh11ll not at any time exceed 1-1 .63 pounds per ~r1unre Inch nlr ~nlrrtc, ftrrd the SlnlldRrd hsse lerrrperlllure ~hAll he sixty (Iilli 
<Iegree~ f-"luelllre ll, correction to he ruade for pressure accor tl hrg In lloylc's Lnw, 111111 fur spccllic grnvil y ncccHCiin~: 111 lc$1$ mntlc by the llnlnncc 1\tetluul cu lry the 
11111~ 1 npproved 111elhurl of testing being used by the lnduslly ntthe time nflestlng. 

(C) l'llUCESSEI> UAS. ltoyr~lly on any gns prucesscd In A gnsollnc plnnl ur ulhcr plnnl fiu the rccuH ry t•f gMollne or nlhcr llquitl hyrlrucnrhun~ 

$hnll he 3/1 6 pnttuf the residue grts and the liquid hydrocnrhons cxlrncled or I he 1nn1 kcl value thereof, at the option o f the 
owner of the soli or the Co1111111ssloner of the General Land omce. All royalties due herein slmll be bnsed 1111 one lnnrdrcd percent (I 00%) of the total piNrt 
production of residue gru attributable to gas produced from tlrl~ l cn.~e . 11nd on tiny percent (51Wo), or thnl percent nccruing to Lessee, whichever Is the grenlcr, nf the 
lulnl plant protluctiun ofllrjuid hydrocarbons allrlbu111ble 10 the ~1\.~ p11uhrccrl frnmthi$ lc n~c ; provirlctlthnl iflir111iol hytlr ncnrhnns nrc recovered frno1 gn.~ fll necs~c• l 

In" plant in wh ich Lessee (or Its pRient. subsidiary or aniliale) owns an Interest, then the perccnlngc npplicnhle In liqu id hydroenrbnrrs slrnll he tiny pereerrl (SU~~) or 
the highest percent accruing to 11 lhhd party processing gns Urrough such rl antunder a processing ngrcernenlncgotinted nl ruru's leuglh (or If there is no such third 
pn11y, the highcsl percenllhen helug specified In processing agr eernenls nr conlr ncts intire industr y), whichever i~ the grc nlcr. 'I he res pecti ve r oyr~lllcs onreslrlue (!.M 
nnd on lll(uld hyrlrncnrhcms shnll he determined hy I) lire hlghcslnrnrkel price pnid ru nll'cretl fur nny gn. (ur liornitl h)•rlrc•cnrhnn<) nf cnrupnrnhle •tnnllry In rhe 
ge ner~l nrc11, o r 2) tire gross price p11ld or offered for such residue gns (or I he weighted nverngc gross selllrrg price fur the respective grBdes o f llqnltl hydr ocnrlrons), 
whichever Is the greater. In 110 event. however, shall the royalties payable under this pru ogrnph be less than the royalties which would have been due had the gas not 
been processed. 

(D) U IllER l'RUUUCTS. Hoyally on carborr black, sulphur or any other products produced or rnnnnfoctured from gl\5 yxccrtlng liquid hydr uc11rhons) 
whether said gas be "casinghead," "dry," or any ollrer gns, by fr11ctloun1iug, burrr lng m nny other pr uccssi rrg slrnll be 3 16 pall of the 
gross prrrductlon of such products, or the mrukel value thereof. at the opllon of the owner u f the soli nr I he Ccunrnlss luue r o f I he Oener11l I .nnd Office. $UClr rnnr kcl 
vnlue In he tlc1e11rrlnerl "-~ follows: I) on the ba.~ ls of lire highest rnnr kel price of encl r p11rduc1 for the ~none nu1n1lr In whi ch such pr mlrrcl Is pr oduced, ur 2) 1111 lire 
hns is o f rhe avernge gr oss sale price of each product fur tire snrne month In which such prorhrcls nr c pr uducctl; whi chever I ~ the gr eater. 

5. MINIMUM RO YALTY. Uurhrg any year aner the expirAtion of the primmy lerrn o f this lcll~c. if this lense Is mainl ainetl by production. lire roynll ie~ 

pair! muler this lcnse In no eve111 shall be less thon an an1oru11 erptol to the lntnl aununl dc lny rcnlol he rein pr uv irlcrl; otherw ise, lhete shnll be due nnd pnynhlc on ur 
before the l a.~ l dey of the 111onth s'ucceedlng the anniversary dole of this lease a s um equal to the totnl anuunlr cnt RIIess lhe amount o froyeh ics pAid d111ing lhc 
preceding year . lfl'orngraph 3 oflhis lease does not specify a delay rent~( amount. then for the rru roses of this pa1ograph, Ure delay rental amount shall be one 
dollar($ I .00) per acre. 

6. RO YALTY IN KINO. Nolwilltslandiug any olher provision In this lease, at Nry lime or from time lo tlrue , the owner of the so li or the Conuniss ioner 
of the Gcueral Laud Oflice may, a1ll1e opllon of elll1er, upon not less than sixty (60) days nut ice to the holder of the lease, require that the paymelll of any royalties 
accwirw,.to such royally owner under this lease be made in kind. llre owner of llre soli 's or the Co rmulssioner of the General l.a~rd Office's right to take its royalty In 
kirt~f!WJ~rol di111iuish or negate the owner of the soli's or the Commissioner of the (jeucral Laud Ullice's rights or Lessee's obligations, whelher express or irnplierl. 
und•r·~·L~ lense. 

• • • •• • 
• 7. NO DEUUCT IONS. Lessee agrees Chat allroyallies accru ing under this lease (incl uding those pnid in kind) shnll be without deduction for the cost of 

JIIO t~rc~r~. gntherlng, storing, separating, treating, dehydrnting, compress ing, processing, llnnsrnrt ing, and nlherwise making the ull , gl\5 nnd other prorlncrs 
he~u11~eJ"eady fur sale ur usc. Lessee agrees to conrpule a~rd pay royalties on the gross value receiver! , lnc lmling nny rcirrrhur seruents fur severance taxes nnd 
pro!.rcllon relnled cos ts. 

8. 1'1./\NT fUEl. AND RECYCLED OtiS. Nn rnynlty shnll be payable 1111 any gns as 111ny rcpr esenl I his lease's r rurortlonftle shale uf any f\re l mctl In 
pro_s:d~ gu pr ndueetl hereunder In any pruccs~lng piau I. Notwhhslondlng 1111y o ther pr ovision of this lense, 1111d suhjeello the written consent of the owner of the soil 
antL«tt'(.'v•nnlss loner o f the General Laud Office , Lessee mny recycle gas fur gu llfl purposes on the l e11.~e tl prer11ises or for lnjecllonl11111 lillY oil o r gas prruluciii J!. 
foru"'l'll!rt uuderlylng I he lei\Sed premises aner the liquid hydroca~bons cout&lued In the giiS hr~ve been removed; no royalties shall be paynble on the recycled gns 
untLIJ~ IJ J~oduced and sold or used by Lessee In a rnftlmer which entitles tire royalty owners lo a royalty under this lease . 

• • 
9 . RO YALTY PAYMENTS /\NO REPORTS. All roynlllcJ nnl lnken lrr klnrl slrnll he pnid In the Connnls~ loncr n fthe (ic nerol Lnnrl Olricc nl An~l in , 

Tcxl\5, In the following lllftltner: 

l'ayrnelll u f royally 011 production of oil and gas shall be as provided In the rules sel forth in I he Texa~ Register ll ules ctrrrcnlly provide thnl rnyally on oil Is due 
a11d rnnsl be received In the General Land Office o n or before the 5th day of IJre second month succeeding lhe month of rroducllon, and royally on gi\S Is due ami 
must be received in lhe General Land Oflice 011 o r before the ISih tiny o f the second month succeeding the monllr of production, nccunrrnn ied by the anidRv it ofthe 
owner, manager or ollrer authotlzcd agent, completed inllre fo1111 and mnnner prescribed by the Gener al Laud Onice and showing llrc gross amount and disposition of 
all o il 1111d g11.~ pruducerl and the market value of the o il nml gas, togelher with 11 cop y o f a ll documents, records or reports confi rming the gross production. disposit ion 
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,and uiarkel va lue including gas rnecer readings, pipeline receipcs, gas line rcceipls and ocher checks or memoranda ofamoum produced and pu1ir11o pipelines, lnnl:s, 
or fHH11s and gas lines or gas scoragc, and any ocher repnr cs or rccorcfs which che General Land O lnce may require co verify lhc sross produce ion, rfi spos ic ion and 
nrurkcl volue . In all cases I he uutlrurlty of a manager or a~:cnl tu act for the Lessee herein must be tiled in the General Land Olnce Each royalty payment shu II be 
accomptu1ied by a check stub, schedule, summary o r other rcmiuwrcc advice showing by the assigned General Land Office lease number the amount o f royalty being 
paid on each lease. If Lessee pays his royalty on o r before thirty ()0) days after the wyalty payment was due, then Lessee owes a penalty o f 5% on the royalty or 
$25.00, whidrcver is greater. A royalty payment which is over thirty (30) days late shall accme a penalty o f 10% o f the roya lty due or S25.00 whichever is greater. 
In addition 111 a penalty, rnyalties sholl accrue interes t at a rate uf 12% per year; sudr interest will hcgin accnring when the royalty is sixty (60) days nvc:nJue 
Allillavits anii supporting documents which arc not fil ed when due shall incur a penalty in an amount set by the General Land Office administrative rule which is 
cO'cctive un lhe dale when I he aiTidavils o r supporting documents were due. The Lessee shall hear ull respo nsihil ity for paying or causing rnyalties lu he paid as 
pr escribed by the due date provided herein. Payment o f the del in'(uency penalty shall In nu way opernlc to prohibit the Stale's right o f fnrfciturc as provided hy law 
11111 uct to postpo ne I he dale ocr wh ich royalties were o riginally due. llre a hove penalty prnvisions shall no I apply in cases of ti tle dispute as to the: State's port ion o f 
the 111yalty or to that portion of lhe royalty in di spute as lo fair murke l value . 

I 0 . (A) HESER Y ES, CONTRAC rS AN I> OTIIER RECO RDS. Lessee shall annually fum ish the Commiss ioner of the General Land Onice with 
its hest poss ihlc es limale of oil and gas reserves underlying this lease or allocahle lo I his lease and shall fum ish said Commissioner wilh co pies of all contracts under 
whidr gas Is sold or processed and all snbsequent agreernetns untl amendme nts to such contracts within thirty (JO) days aOcr entering inlp o r mak ing such contracts, 
agreements or llmendment5. Such contracts and agreements when received hy lire General Land Office shall be held In confidence by lh~General Land OOicc unless 
ot herwise authurized by Lessee. All o ther contraecs and records pertainlns to the product ion, uansportation, sale and marketing o flhc oi l and gas produced on said 
premises. inclmfing the bonks and uccounls, reccipls anti discharges of all wells, tonks, pools. mclcrs, and pipelines shall at all times be subject to Inspection ami 
cxurninatiun try the Commissioner o f lite (lc:nerall.und Ollkc, the: Allonrey General, lire Governor, or I he representative of any o f them. 

(D) r ERMITS,DRIU.ING RECORDS. Wrillen nollce of all operalions o n lh is lease shall be subrn illed lo lhe Contmiss ioner o f the General 
l .and Onlcc: by Lessee or o pera lOr live (S) days be fore spud dale, workover, re-entry, lemporary ahandonmcnt or plug and abandonment of any well or wells. Such 
wrillen no lice 10 I he General Land O ffice shall include copies of Railroad Commission fonns fo r applicalion to drill. Copies o f well tests, completion repo rts and 
plugging reports shall be supplied to the Generall.and Onice allhe time lhey are liled wilh lhc Texas Railroad Comm ission . All applications, pennils, reporls or 
o lher filings lhal reference I his lease or any specific well on I he leased premises and thai ore submillcd to the Texas Railroad Commission or any olhcr govcmnrcntal 
ugency shall include lhe word "Slate" in the lille. Additionally, in accordance with Railroad Commission rules, any slgnage on lhe leased premises for lhc purpose o f 
identifying wells. lank balleries or o lher associated intprovements to the land must also include lire word "State." Lessee shall supply lhe General Land O ffi ce with 
uny records, memo randa, accounts, reports, cuuings and cores, o r o ther infonnation relative to lhc operation of the above-described premises, which ma y be 
reques ted by the General Land Office, In additio n to those hcn: in expressly provided for. Lessee shall have an e lectrical ant.l/or radioact ivity survey m ade o n the 
bore-hole section, fro m lire base of lire surface casing to the total depth of well , o f all well s drilled on the above described premises and shalltransrnil n lnte copy of 
I he loll o f each survey o n each we ll to lire General Land O Oice within liOeen ( IS) days aOer the m aking o f said survey. 

(C) PENAL T IES. Lessee shall incur a penally whcnncr reports, documents or other materials are not filed in lhe Generall.aud O ffice when 
due . ' llre penalty for late filing shall be sci by the General Land O llicc adminis trative rule which is cOi:ct ive on lhc date when lhe materials were due in 1he General 
l.and Ollice . 

II . OR Y IIOI.f:/C ESSATION OF PRODUCT ION DURING PR IM A It Y TERM. If, during the primary tenn hereof and prior to discovery and product ion 
oftlit'Or gas o n said land, Lessee sho uld drill a dry hole or ho les !he reo n, or if during the primary tenn hereof and aOer I he discovery and acwal productio n of o il or 
gas frmu the: leased prcri1ises such producl ion thereo f shuuld cease from auy c ause, this lease shall not tenniuatc: if on or before the exp iratio n o f sixty (60) days from 
d ate: o f cbrnpletio n of said dry hole o r cessation ofproduct iou Lessee commences addilional dri lling or rework ing operations !hereon, or pays o r lenders the nexl 
annual delay rental in lire same manner as provided in this lease. If, during the fast year of the primary term or within sixty (60) days prior lherclo, a dry hole be 
complcled aud abandoned, or I he prodnclion of oil or gas should cease for any cause, l .essee's ri ghlS shall remain in full force a nd effect without further operations 
until the expiratitlll of I he primary tenn ; and if Lessee has nol resumed produCiion in paying quantities at I he expiration of the primary term, Lessee may maintain this 
lease by conducting additionol drilling o r rework in g operations pu rsuant to Paragraph IJ , usi ng the expiration o f the primary tenn as the date o f cessation of 
production under Paragraph 13. S ho uld lhe firs t well o r any subsequent well drilled on lhc above described land be completed as a shut-in oil o r gas well wilhin the 
primary terrn hereof, Lessee m ay res ume payrnenl o f the annual re ntal in the same manner as provided herein on or befo re the rental paying date follo wing the 
expwulfoeer o f sixty (60) days frcrm th e dale of compl etio n uf suc h shut -in oi l or gas well and upon the fullurc: to make such payment, th is le ase shall Ipso focto 
t et,~rlltlt'~ lfut the cxplrutionufthc primary term o r uny time therea ller a shut -in o il or !:OS we ll is locate d o n the leased premises, pa yments muy be made in 
ucc,..-~~~cc: with the shrll-in provis io ns hereof 

• • • •• • • 12. llfUI.I .INfi ANI> HEWO Hf<ING AT EXPIHATION OF l' lllt-.IAftY TEHM If. ul the expirarion of the primary term, neither uil11or gas is hci11g 
p11Hhrcc•l•rrr ~uid lund , hull cssee is the n cnguged in •hill ing ur rcwurl.iug upcratiurrs llrcr cu11, thb lcuse ~hall remai11 in fo rce su hur1: as upcratiu11s 1111 said we ll ur fi11 
drWI~•e\~~ .. rewotking o f11ny utldilional well ore ptosecrrh:<l in guutl fuith und in work nnurlil.e nranncr wi thout illlctrnpl ions totaling n1ore lhan sixty (60) days rlrrring 
uu y ~urc !uch operatio n, and if they resull in the prodnctio n o f o il anti/or gus, so lo ng lhcrcaOcr as oi l arullor gas is produced in paying 11uant ities from said laud, or 
payment of shul-innil or gus well roy allies o r courpc:nsutury royallies is matlc: as provided in this lease. 

• I J . CESSATI ON, DRILLING. AND REWO HKINO . If. aOer the expiration of the primary lcrm, production o f oil o r gas from I he lensed premises, allcr 
nn,t~IJIS~ircd , should cease from any cause. this lease shall not te rminate if Lessee commences addhio ual drill ing or rcwotking opcral ions wilhin sixty (60) rlays 
une,e~ttll cessation, anti this lease shall rern;rin in firll fu ree arul effect firr "' ln ng as such o perat ions continue in good fait h and iu workmanlike marmcr wit hout 
irtl~'J\IIll~Qrs tntnfiug mure than s ixty ((,0) rluys. l f snclr drilli111: or rcwu rl.inu uperutiuns result in the pwJuctlun ufuil or gus. the leusc slrnll reumln 111 full lu rce urul 
ell elfl Ji~r !11.1 long us uilur gas is produced l"r o 111 the leuscti1H cnrises in puyirrg quantities or payment uf shut-in oi l ur gas well royalties nr payment of cwnperr~urury 

rnyull les is made as prov idc:t.l herein o r as provided hy low. If the drilling or reworking opc:rotions result in the completion of11 well as a dry hole. the lease will nul 
terminate If the Lessee commences udtlitinnal drilling or rcwotk ing operations within sixty (60) days allcr the conrplet ion o f the well as a d ry ho le, and lhis leas.: 
shall remain in c:lfecl so lo ng as Lessee: continues drilling ur reworking operatio ns in good fa ith and in a workmanl ike manner withorrl interruptions to tal ing more 
than s ixty (60) days . Lessee shall give wrillen no tice 10 lire General Land O nice wil hin lh irty (JO) days o f any cessation o f production. 

14. S lllJT-IN ltOYAI.TI!:;S . for purposes of lhis paragraph, "well " means any well that has been assigned a well number by the s tate agency having 
jmisdicl ion o ver the product ion o f oi l and gas. If. a t any time alter the expiration of the primary tenlt o f a lease that, until being s lntl in, was being maintained in 
lirrce ami dTccl , a well capable of pro duc ing o il o r gas in paying I"]U&ntities is located on the leased premises, hnt oil o r gas is no t being produced fo r lack of suil ahle 
pr oduction fudl ilic:s o r luck nfa suiluhle mntkcl, then I cs~cc nrn y pay ns a shut -in ni l or gas rcrynhy tur nrnounl equal tu double the a11nnol rental pruvitlcd in tire 
lease:, hut not less tharr S 1,200 n year for each we ll cupuhle u f pm dncing o il or gas in paying qu antit ies If Paragraph ) o f thi s lease docs not spcci l> a delay rental 
arnn11nt , then lur I he: prrrpusc~ o f this paragraph. the dcl:ry tentalanrnrrrrl shall he u11e dollar (S I 00) per ocr e. To be effective, each initial shrr t-inuil or ~a~f!Yall_r 
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rnusr' he paid nn m he fmc: (I) rite cxpirariou of rite primary reun, (2) 60 days 11ller Uae J.cssee ccn.~es In prmlucc nil or gn~ Iron a rite lcR.~ctl JHCtuiscs. or ·(J I r.u 1l~ys • 
aOer l.cssec cumplcrcs a dtilliug or reworking opcrar iun in accnrllnnce wiUallac leMe provisions: whichever tiMe is laresl. Such pnymeau shall he mntlc onc-hRi t"( 1121 
ro rite Cnn11nissioner uf rltc General Lam! Ollice and onc-half(l n) ro rhe owner of rhc soil. llrhc shut-in oil or gas royalty is paid, the lea5e shall be COIISiclc rctlto be 
a protlucing lca5c BJttlthc payment shall extend rhc rcnn of Ute lease for a period of one year from the cntl of rhc primary rcnn. or from the first tlay of the month 
fullowiug the month in which production cea5ctl. and, allcr thai, if 110 suilablc produclaon f~cililics or suilahlc markcl for lhc oil or gas ex isis. Lessee may cxtc11tl1hc 
lca~c for four more successive periods of one (I) ycnr by paying I he same amou111 each yc~r 011 o r bcliHc I he cxpitnliun of each sl111l· in yc;u 

I 5 COMI'ENS/\TOR Y ROYALTI ES. If, dming lhe period I I•~ Ieese is 1:-::rl in cf!'cc! by .,a;·:t·~n l o f h: s!t:r:-in oil or gas royally, oil or gas-is solei null 
tlcliverctl in paying qurullities from a wclllucalell wilhin one lhousantl (I ,UUU) feel of the leased premises and coanpleled in the srunc producing reservoir, or in any 
case in which drainage is occurring, the right to continue to maintain the lease by paying lite shut-in oi l or gns royalty shell cease, but the lease shall remain cfTecrlve 
liar I he remainder of the year for which the royally has been pnitl. 'I he Lessee may mainl :~in lhc lc:~Se for fnu• more successive ycnas by Lessee paying compcnsnlnry 
wyally nl I he wynlly rnle prov ided in I he lease o f I he ruorkcl vnlnc uf ptotlllclion from I he well ca11sing I he tlrniungc ur which is comple1cd in lite sn111e prnd11ci11g 
reservoir and willa in one lhousantl ( 1,000) fee l of I he leased prc111iscs. 'I he cu111pensawr y royally is lu he paid monthl y, one-half( In ) lo I he Co111missioner o flhc 
<Jcncral l.ancl OOice anti onc-half(l/2) ln lhe owner o flhc soil , beginning nn ur bcfme lhc lasl tiny o flhe ntnnlh fo llowing the ntonlh in which lhc oil cit g~s i~ 
prculuccd ltnru I he well cn11sing Ute clrni11nge or 11101 is cu111plclctl in the sa•nc ptudllcing reset vuir noaclluc:u ctl within one 1hous11nd ( 1.000) feet of lite lcn.<ccl pacrni~c< 
If lite corupcnsntur y royally paid iu any 12-ruonlh period is in an atuourulcss lhan the annu al shut·in oil or gns royalty, Lessee shall pay an amounl equal to lite 
diiTcrcncc wilhin lhi rty (30) days from the end of lite 12-monlh pe riod. Compcnsa10ry royally payments which arc notllmcly paid will accrue penally anti interest in 
accordance willa Paragraph 9 o f this lca5e. None of these provisions will relieve Lessee of the obligation of reasonable tlevelopmentnor lilt obligation to drill oiTsct 
wells n~ (Hnv illccl in TcxM Na1111al Resources Code 52. 173; huwevcr, nl I he clclclluinnlinn of I he Cnannai~~iu11cr , nml with I he Cotumissioncr'!O wr iucn nppruvnl , the 
pnyntcru uf Culllpcnstllory rnyllltics cnn sntlsfy the uhligntiun to drill nlr'sct wells 

I<. . llE 1'/\INEI> ACREAGE. Nu1withsln11tling n11y pwvis inn uf this l ctt~c Ill I he cn111r my, nflcr a we ll prntl11clng or cnpnhlc nf pr och acin~t Hi I or It"' hn< 
hccn cna11plc1ecl wa llac lensed premises, l.csscc shnll excrci.~c the clil i(te iiCC nf n rcru;cutnhl y pruclcnl npcrntur i11 chilling ~ucla nclclitinnnl well nr wells n~ llt R)' hr 
rcn.~11nah ly 11cccssary fo r I he prupcr tlcvclupntcnl of lite lcRScdprcmiscs and in marketing I he ptoduclion thereon. 

(A) VERTICAL. In the event litis leRSe Is In force rmd e lfcc11wo (2) years a Ocr lite expiralion date of I he primnry or exlcndedleun il shall I hen letntinale 
n.< lu all oflhc lcRScd premises, EXCEPT ( I) 40 acres surroontl i11g eneh ull well C11p11hlc ofpwtlucing in pnyi11g qunnlilics nntl 320 acres surroumli11g each gtt< well 
capnble of producing lu pnying qnntlli tlcs (inchnllng a shul-in oil or ga.< well as provided in Paragraph 14 ltcrenl), nr a well upon which Lessee is lhcn cngngcd in 
conlin uuus drilling or reworking opcralions, or (2) lite number of acres i11cludecl in a producing pooled unil pursuanllo Texas Natural Resources Code 52. 15 I· 
52.153, or (3) such grcalcr or lesser number of acres as may lhcn be allocated for produclion purposes 10 a proration unil for each such producing well under lite rules 
anti regulations of the Rnilroad Commission of1 ex as, or any successor agency, or olher govcnuncnral a111hnr ily having jmisdiclion. If at any time a Ocr I he efTeclive 
clalc uf I he pnrtinltettninnliun provisions hereof, I he 11pplicable lield aulcs nrc chnngctl nr I he we lim well~ lncnlcdlhcrcnll nrc rccl as~lfocd m lhnl less ncrenge is 
lltcrcaller allocnlcdlo s11id well or wells for prolluclit':ln purposes, rhis lca.~c shnlllhcrcupun tcrrninalc as 10 All :tcreAf.C nollhcrcaOcr allocalcd 10 said well nr \\ells for 
produclion purposes. Nolwilhstanding lhc termination of this lease as 10 a portion oflhc lands covered hcrchy. Lessee shall nevertheless continue to have the righl of 
ingress lo and egress from the lands still suhjcclto lhis lca5e for all purposes described in Paragraph I hereof, 1ogc1her willa cascmcrlls anti rights-of-way for cxlsling 
runtls, existing pipclittcs nnd ulhcrcx isling facililics on, over nntl across all the lea ac ls clcscrlhctl in Pnrogrnr•h I hcrcnf("the retninctllnmls"), for ncccss lo and fr o11a lhc 
rclainetll onds and for I he gnlhering or uansportalion o f oil, gas and olhcr minerals produced from the rcl aittctll ands. 

(ll) I IO RIZOtfl"o'al;. I n the e :e::t ll:b lease is iu force nnd effect tno (2) )Cdi3 nACI tl:c cxpilation clute of the ptianmy 0 1 cxlcndcd tCilii it sholl fualhct 
teu nin::le MIn ftll tle1:lh!t heltt · IQQ Htel heltj :: the hHftl tte(:lh chille~ (l:e:einaRcr "dcel'co depths") ia cud; ;;ell located 011 ttttcagc sctaincd iu I anagtapli 16 (1\) 

AIJAua, uulacc e nar ~~~'' l ... e (J) yaannAtrtltt ptiuu.., or a :ta .. Ill l:uae ;m;s nu :::em: ::1 eqtzlto o::e lmlf(l/2) uFd:e bonus usiginniiJ puid to 
a.-.ushhratie n rwr thic laaca (a£ 5pccic.iacl Qll paea I hereef) lrsuall Atuauut it~ rutitlc thi:J lt:l'la ''"II he in f:: :ee wed efFect us to socii tlccpec depths. and said 
!C' rnjqptjpn shall be dcla}'Cd fnr 9" adsl iliona' period ofi"'Q (l ) Y'"'' 111" 68 1911g ...... aAet M eil e r tM i:1 rn odiittd in poj ing quanlitics fioiii such dtCjlti depths 
GO"tftd b)' •hir lea se 

(C) IOENTIFIC/\ TION AND FILI NG. The surface acreage rcr11incd hereunder as lo each well shall , as ncnrly as praclical, be in I he fomt of a squruc willa 
the well localed In the center Utcrcof, or such olher shape as may be approved by the Commissioner of I he General Land Office. Within Utirty (30) clays a Ocr partial 
lcrmination of this lease as provided herein. Lessee shall cxcculc and recortl a release or releases coriiAining a satisfaclory legal dcseriplion of the acreage 11ndlor 
tlcplhs nul rctaiuctl he reunder. The recorded release, or a cerlifoetl copy of SRIIIC, shall be folcd in the General Land O ffocc , accompanied by the liling fee prescribed 
hy.ar.• tfc:wcral Land Office rules in cfTccl on I he date the release is folcd If Lessee fails or rcf11scs to execute nnd record such release or releases within nincly (90) 
day!nfT!r being rcqucslcd lo do so by the General Lrutd Office, lhcn the Commissioner at his sole discrclion may tlcs ignalc by writlcn instrurncnt lhc acrengc 11nrUor 
de~t'M l tf ~e released hereunder anti record such lnsuumcnt at Lessee's expense in the ccllntly or cnuruics where the lease is located and in the officiAl records of the 
(icuMtl l.'ntl Office oml such tlcslgnalion shall be bintling upon Lessee for all purposes . 

• 
• • • • • . 17. OFI'SET WELLS. Ncilhcr Ute bonus. delay rcttlals, nor roynllics paid, or 10 he paid, 1111dcr I his lease shall relieve Lessee of his obligalion 1o pro tccl 

I he "il ftaTd gas untlcr I he ahove-tlcscribed land from being drained. Lessee, sublessee. receiver or olhcr age all in conlrol o f I he leased premises shall dt ill a.< many 
wells as lite facls may juslify and shall usc approprlalc means and dri ll to a depth ncccs~ar y ht prevent ntultrc tlrninagc of oil nnd g11.~ fr om the lca.~cd premises In 
atldilion. if oil and/or gas should be produced in commercial quanti lies wilhin 1,000 feet of I he leased ptcllliscs. or in BJty c:uc where I he lcasctl premises is being 
drain~ by produclion of oil or gas, the Lessee, sublessee, receiver or olher agem in conuol of I he leased premises shall in good failh begin the drilling of a well or 

wc!r.~tfltttllhc leased premises with in 100 clays aOcr lhc draining well or wells or the well or wells cornplclcd wilhin I ,000 feel of lhc leased premises sl~rt )lrtlllucittg 
in c~J~t •~tM rcla l qua111ilics and shall prosccnlc such drilling willa dil igence. Failure to snlisfy lhc slot111ory ufTscl obligolio ttanny subjcctlhis lease nntllhc owner nflhe 
snil's Agca~y r ight~ 10 forfeiture. Only upon rhc dclernaination of the Commissioner nf lhc (icncrnll.antl Ollicc anti wil la his wrillcn nppwval mny lhc pnyrucnl nl 
corTt)~rfsTt~r y royally under applicable stntulory pornmc1crs satisfy lhc obligalion ro drill art ofTscl well or wells requited under litis pnrngraph. 

18. I'ORC E MAJEURE. If, aOcr a good fallh cfTort, Lessee is prevented fron1 compl ying willa nuy express or lrnpllctl covcunnt of this lease, fr ont 
cundllctiiiC drilling opcrnlions onlhc leased premises, or from producing oil or go.~ ftullllhc lcn~cdpre111ises by reason of war, rebellion, tiols, s lr ikes, nels nf(iod , or 
any valid nrdcr, rule o r regu lalionnfguvenllttcnl aulhorily, then while so prcvcnletl, l.csscc's obligalionlo comply with such covcnnnl shall be suspended a11d l.cs~ec 
shnll no I be liable for da111agcs for failure 10 comply with such covenants; adtlilionally , I his lease shall be cxlcudctl while Lessee is prcvenlcd, by auy sue It cnu~c . 

fr u11t corltlllcling drilling end rcwoakittg opcrnlious or from producing oil or gM from lhc l ca~etl premises lluwcvcr, uolhlug in litis parRgtaph shall suspcntllhc 
paymeul of delay rent als in orde r lu annirunin this lease in cffccl tlur ing the primary lcrttt in lite absence o f suclt drilling or reworking opcraliuns ur prod uc1iun n l oil 
or gas . 
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19. WARRANTY CLA USE. Titc owner of the soil warrants and agrees to defend t itle to the leased premises. If the owner of the soil defaults in 
f13)•ments owed on the leased rremises, then Lessee may redeem the riglu.s of the owner of the soil In the leased premises by paying any mongage, taxes or other liens 
••nthe lellSecl fltCIIIisc:s . If Lessee makes payments on behalf of the uwncr uf the soil under this rruugrarh. l.essec may recover the cust uf thesc: payments from the 
rental and royalties due the owner ofllte soil. 

20. (A) PROPORTIONATE REDUCT ION CLA USE. If the owner oft he soil owns less than the entire undivided surface estate in the above 
described lund , whether ur 11111 Lessee's Interest is spec ilic:d herein, then the royalties and rental her ein rrnvlded to be raid to the owner of the soi l shu II he paid In him 
in the prupmtiuu which his interes t hcurs to the eutire undi vided surface estate ond the royalties and rental herein provided 10 be paid to the Commissione r of the 
General Laud Office: ofll1e State uf'fexas shall be likewise rroponionately reduced. llowcvcr, before Lessee adjusts the royally or rent al due to lhe Commissioner of 
I he (ieueral Laud Ollice. l .essee or his authurlzed reprcsemative must submit 111 the Comm issioner of the Ocne ral Land Office a wrhteu stalerneul which exrl~i us the 
.tisclcp.<•l•'V hetweeulhe lnlerest purportedl y leuse•lumler th is lcuse umlthe actualluterestnwned by the nwuer of the soli. The Commissioner of the Cieueral Land 
Oil icc •h.• II he: paiclthe vuluc of the whole productiou allocable to any uudivlded hucrestnot covered hy a lease, less the r roportlouatc developmeul aud production 
cust allocuhle to such undivided interest. llowcvcr, in no event shall the Cornmlssioucr of the Gcucral Land Office rece ive as a royally on the gross production 
allucablc to the urulivltlc:d lute rest ucll leased uu amn1u1l less thau the vult1c of ouc-sixteenth ( 1/16) of such gross production. 

(0) REDUCTION OF PAYMENTS. If, during the primary ternt, o portion of the land covered by this lease is lncll.'ded within the bouuclaties 
nf a puolcd uuit that has been approved by I he Sehoul Land lloard and the owner of the soil in occortlance with Natural Resources Code ~ections 52. 151 -52.154, or 
if, at any time uller I he expiration of lhc primary tcmt or the extended teun, I his lease covers a lesser number of acres than the total amount described herein, 
payments that are made on a rer acre basis hereunder shall be reduced uccurding to the number of acres r oo led, released, surrendered, or o therwise severed, so that 
payments determined on a per acre basis under the tenns o f this lease dut ing lhc: rrimary term shall be ealculatecl based upon Cite number of acres outside the 
boundaries of a r oo led unit, or, if after the exp iration of the primary tenn, the number of acres actually retained and covered by ll1is lease. 

21. USE OF WATEil . Lessee shall have the right to usc water prod uced on said l»nd necessary for operations unde r this lease except water from wells or 
I auks of the owner of the soli; prov ided, however, l .cssce shall not use po table water o r water suitable for livestock o r irrigation purposes for watcrllood o rerations 
without the prior consent of the owner o f the soli. 

22 . AUTIIORIZED DAMAGES. Lessee shall pay the owner oflhe soli for damages caused by its operations 10 all personal property, improvements, 
livestock and crops on said land. 

23 . PIPELINE DEI'T ll. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

24 . WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or bam now on said premises wi thout the 
wriucn consc:rtl o f the owrter of the so li. 

25. POLLUTION. In developing this area, Lessee: shall use the highest degree of care and all proper safeguards to prevent poll ution. Without limiting the 
forc:guing, rullution nf coustal wetlands, natural waterways, rivers and Impounded water shall be prevented by the usc of conta inment fucllities sufficient to rrcvent 
spillage, seepage or ground water contamination. In the event of pollution, Lessee shall usc all means al its disposal to recapture all escaped hydrocarbons o r other 
pollutant artd shall be responsible fo r all damage to publ ic artd private properties. Lessee shall build and maintain fences around its slush, sump, and drainage pits 
and tank baueries so as to protect livestock against loss, damage or Injury; anti upon completion or abandonment of any we ll or wells, Lessee shall fill and level all 
slush pits arul cc llnrs untl completely clean up the dri lling site uf all ruhbish lhereun. Lessee sholl , while concluctlng oreratlnns on the leas eel premises, keer suld 
premises free of all rubbish, cans, ho llies, paper cups or garbage, and upon completion of operat ions shall restore I he surface o f the land to as near its original 
condition artd contours as is prac ticable . Tanks and equipment will be kepi painted and presentable. 

26. REMOVAL OF EQUIPM ENT. Subject to lin1 itatlons In this paragrorh. Lessee shall have the right to remove machinery and fixtures placed by 
Lessee on the leased premises, lucludlng the right to draw and remove casing, within o ne hundred twemy ( 120) days after the expiration or the tcmtlnation of this 
le~se unless the o wner of the soil grnnts Lessee an extension o f this 120-day rcriod. llowcvcr, Lessee may not remove casing from any well capable o f producing oil 
and gas in paying quantities. Additionally, Lessee may not draw an.! remove casing until a fter tltirty (30) days wrinen notice to the Commissioner o f the General 
Lttft~~'>fllcc: and to the owner of the soil. The owner of the soil shall hccorne the owner of any machinery, fixtures, or casing which rue not t imely removed by l.cssec 
undl.:r tftl:: lenm o f this paragraph . 

•••• 
• • • ~ : 27. (A) ASSIGNM ENTS. Under the conditions contaiued In this paragraph a.nd Paragraph 29 of this lease, the rights a.nd estates of either rarty to this 

lcase-ouny he ass igned, in whole o r in rort, and the provisions of this lease shall extend to aud be binding uron thcir heirs, devisees. legal rcrresent atives. successors 
umlo 11seit;ns tluwcvcr, u chunge ur <II vision in uwncrship uf tlte lu11tl , re111ul s, or myuhles will nut eulnrge the obl ignlinns of Lessee, tlimlnlsh the rights, privileges 
u1i'll.c•,~!s uf l.c:sscc:, irnpulr the ellcctlvenc:ss ofuny puyu1eu1 n1udc hy Lessee or lntp~ir the e llectivcness ufany act perfonllct:l by l.o:ssc:e. Aud uo chunge or 
divisiunln ownership of the land, rentals, o r royalties shall bind Lessee for any purpose until thirty (30) days after the owner o r the soil (or his heirs, devisees, legal 
represe utativcs or assigns) furnishes the l.essec wi th satisfactory wrillen evidence of the change in ownership, includi ng ll1c original recorded munimcnts of tit le (or a 
ce1til~etl ~opy of such o riginul) when the ownership chunged because uf a conveyance. A to lal ur pullial ossignmcnl of lltis lease shall, to the extent of the inlet est 
assi,~;~ti~ relieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in its entirety as 10 only pan of the acreage, the right and 
o111~o~~J~ flay rentals shall be arrortioncd as between the several owners ratably, according to the area of each, and failure by one or more o f them to pay his share o f 
the rerttal shall not afTcctth ls lease o n the part of t he land uron which pro rata rentals are timely paid or tendered; however, if the assignor or assignee docs not file a 
cce .. ~IPY of such asslgrtmenl In the General l.and Onice before the next rental paying date, the entire lease shalltenuinatc for failure to ray the entire renlal due 
uutfc:r l'ar~grnph 3. Every assignee sha ll succeed to ull rights and be suhject to all ohligations, li abil ities, and penalties owed 10 the State by the original lessee or any 
prior.assignee o flhe lease, Including any liabilities to the Stale fur unpaid royalties. 

(D) ASSIGNMuNT l.IMITATION. Notwithstanding any prov ision in Paragrarh 27(a), if the owner of the soil acquires this lease In whole or In [IIIII by 
assignment without the prior wrillcn approval of the Commiss ioner of the General l.w1d Offi ce, this lease Is void as o f the time of assignment and the agency power 
of the: owner may be forfe ited by the Commissioner. An ass ignment wi ll be treated as if it were mode to the owner o f the so il if the assignee is: 

( I) o nominee o f the owner o f the soi l; 
(2) a corporation or subsidiary in which the: owner of the soil is a principal stockholder or Is an employee of such a corporation o r subsidiary; 
(3) a parlnersltifl in whi ch the owner of the soil is a rartncr or is an employee o f such a partnership; 
(4) a princ ipal stockholder or employee of the corporation which is the nwner of lhc so il ; 
(5) a partner o r employee in a rartnership which is the owner o f the soil; 
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((,} o fiduciary for the owner of the soil ; l11cludiug but not l imited to a gunrdi~n. t o u~ tcc, cxcculur, ndmini.<lrntur , receive r. nr ccui~e r ,.nlm lur lhe 
owner of the soil ; or J ' • ' 
(7) a family member o f the owner of the soil or related ~b lhe owner'bf the soi l by marriage, blood. or adoption. 

28. RELEASES. Under the conditions contained in this porngraph and r:uagrnph 29. Lessee nony at nny time execute and deliver 10 the owner of the soil 
and place ufrccord a release or releases covering auy portion or portions o f the leased premises. and thcrchy surrender IJ1is lease as to such pmtion or portions, n111.l he 
relieved of all subsequent obligations as to acreage surrendered. If any prut of this lease is properly surrendered, the de lay rental due under thi s lease shall be reduced 
by lhe proportion that the surrendered acreage bears to the acreage which was covered by IJ1is lease irnrncdiately prior to such surrender; however. such release will 
not relieve Lessee of any liabilities which may have accrued under this lease orior to the surrender nf such acreage. 

29. FILING 01' ASSIGNMENTS AND RELEASES. I fall or any part of this lease is assigned or released, such assignment or release must be recorded in 
rhe county where the land is situated, and the recorded inslrurnent, or a copy o f the recorded instrurnent ccrtilied by the County Clerk of the county in which the 
instunnent is recorded, must be filed In the General l.and Office within 90 days of the last execution dote accurnpanicd hy the prescrihcrl filing fee. If any such 
nssignmcnt Is not so tiled, the rights acquired under this lease sholl be subject to fo1 felt me nt the option of the Connnlssloncr of the {jenernl Land Onlce. 

JU. IJISCI.OSURE CLAUSE. All provisions pe1111ining to the lease of the abnve-tkscrihctl lantl hnve been incl uded in this instrument. including the 
statement of the true consideration to be paid for the execution of this lease and IJ1e righlS and duties of the panics. Any coll ateral agreements cunccrning the 
development of oil and gas from IJtc leased premises which are not contained in this lease render this lease invalid. 

• 3 1. I'IUUCIARY DUTY. T he owner of the soil owes the State a fiduci111y duty and must fully disclose any facts a!Tecting the State's interest in the leased 
premises. When the interests of IJte owner of IJte soli conflict with those of the State, the owner of the soil is obligated to put IJtc State's interests before his personal 
interests. 

n . FOilFEll lJiliL l fl.e5~ee 5lulll fnll ur refu~e httnnke the pnyu1entul11uy sun1 wit hlnthhty tlnys nllet It hecume~ due.'" if l c~< cc "' nn nutluui>rtl 
ngerll <huul<l kuuwingly u1akc auy fnl~e 1et1un ur fnl5e tcputt cnucetniug p111Lhtclltutur thllllng, 111 if I c~~ec .<lmll fail ur tefu~c In tlrill nuy ufl~cl wellm well~ iu p.u111l 
faith a~ letttoiretl hy IRw amlthe rules And regu lations adopted hy the< 'ntnntisslunc• of the <.icncrnl Lantl Oil ice, ur if Lessee should fall to lile rcpurts in the mnnner 
required by law or fail to comply with rules and regulations promulgated by the Genernl Land Office. the Schooll.~nd n oard, or the Railroad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations, or if Lessee or '"' nnthori1ed ngent should knowingly fail or 1efu5e to give 
correct inforinatlon to the proper authority, or knowingly fail or refuse to furnish the General Land Office n collect log of nny well , or if Lessee shnll knowingly 
violote any of the material provisions of this lease, or if this lease is assigned and tl1c assignment is notliled in the Gene1al Land Office as required by law, the rights 
acqui red under this lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficientl y informed of tlte facts which authorize a 
forfeiture, and when forfeited IJ1e area shall again be subject to lease under tlte terms of the Rclinqnishmenl Act l lowcver, nothing herein shall be construed as 
waiving the automatic term ination of this lease by Ofleration of law or by reason of any special limitation arising hereunder. Forfeitures IIIIIY be set aside ami this 
lease nnd all rights thereunder reinstated before tl1e rights of anuther intervene upon sntisfnctor y evidence to the Commissioner of the Gcncrnl Land Office of future 
contpliauce with the provisions of the law and of this lease nnd the ru les and regulations thatrnny he ntloptetl relative hereto. 

33. I.IEN. In accordance with Texas Nalttrnl Resources <.:ndc 52.136, the Stnte shnll hnvc n first lien upon nil oil and gns protlucetl from the oren covered 
by this lease to secure payment of all unpaid roya.hy and other stuns of ntoney IJ tat rnay become due under litis lease. Uy acceptance of this lease, Lessee grouts the 
State, in addit ion to the lien provided by Texas Natural Resources Code 52. 136 and any oUter applicable statutory lien, an express contractual l ien on and security 
interest in all leased m inerals In and extracted from IJ1e leased premises, all proceeds which may ace me to Lessee from the sa.le of such leased minerals, whether such 
proceeds are held by Lessee or by a Ut ird party, and a ll fixtures on and imJ1rovements to the leRSed premises used in connection with the J1roduction or processing of 
such leased minerals In order to secure IJte payment of all royalties or other amounts due or to beconie due under this lease and to secure payment of nny damages or 
loss that Lessor may su!Ter by reason of Lessee's breach of any covenant or condition of this lease, whether express or Implied. Tit is lien and security Interest may be 
forec losed with or witJtout court proceedings in the mrumer provided in t.l•e Title I, Chapter 9 of the Texas Dusiness and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such instrumenlS as may be reRSonably necessary to acknowledge. attach or perfect this lien. Lessee hereby 
rcprcscnlS that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-desclibed property or from Lessee's acquis ition of 
this lease. Should the Commissioner at any time detemtine that this representation is not true. then the Commissioner may declare this lease forfeited as provided 
herein . 

34. POOLING. Lessee Is hereby granted IJte right to pool or uniti ze Ute royalty Interest of the owner of the soil under this lease with any other leasehold 
or rvnt~M '"lcrest for the exploration, development and production of o il or gas or ciiJ1er of them UJ10n the same temts as shall be approved by Ute School Land 
Doru~ aM the Commissioner oflhe General Land Office for the pooling or unitizing o r the interest of Ute State under this lease pursuant to TexRS Natural Resources 
Co4l.~ltS 1-52. 153. 11te owner of the soil agrees that the inclusion of this provision in this lease satisfies the execution requirements stated in Texas Natural 
llcsora,-ces to de 52.15 2 . 

• 
• • • • • i)5. INDEMNITY. Lessee hereby releases and dischnr ges the State of Texas aEd the owner of the soil. their officers, employees. partners, agents. 

contr~ctftl's . subcontractors. gucslS, invitees, and their respective successors and assigns, of nnd from oil ond 11ny oct ions and causes o f action of every nnturc, or other 
harm, including environmental h111m, for which recovery of damages is sought, including, but not limited to, nil losses 1111d expenses which are caused by the 
activities o f Lessee, ilS officers, employees, and agenlS 111islng out of, locldental to, or resulting from, the operations of or for Lessee on IJ1e leased premises 
hereuM!er, or that may 111ise out of or be occasioned by Lessee's breach o f any oftJ1e terms or provisions of this Agreement, or by any otJ1er negligent or strictly liable 
act o roec• ksion o f Lessee. Further, Lessee hereby agrees to be liable for. exonerate,. indemnify, defend and hold hannless IJte State ofTexas and the owner of the soil, 
t hel~ • i"-rs, employees and agents, U1elr successors or assigns, against any and all claims, llobillties, losses, damages, actions, personal Injury (including death), 
cosLS and c1penscs, or otl<er Inurn for which recovery of damages is sought. under any theory Including tort, contract, or strict liability, including attomeys' fees 1111d 
o thc!l-,t!laT l xpenses, Includ ing those related to environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all 
environmental laws; those arising from or In any way related to Lessee's operations or any other o f Lessee's activit ies on the leased p:emlses; those arising from 
Lessee 's use of the surface of the leRSed premises; and those that may arise ou t of or be occasioned by Lessee's breach of any o f the terms or provisions of this 
Agreement or any other act or omisSion of Lessee, its directors, o !Ticers, employees, partners. agents. contractors, subcontractors. guests, invitees. and their resJ1ective 
successors nnd assigns. Each assignee of this Agreement, or an interest therein. agrees to be liable for, exonerate, indemnify, defend and hold hrumless the State of 
Texas and the owner of the soil, their officers, employees, and agents in the same rnnnner provided above in connection with the activities of Lessee, its office•s. 
employees, and agents as described above. EXCEPT AS OTII EilW ISE F.XI' Ilf.SSLV I.IMITF: U II E:IlEIN, ALL OF T il E INUF.I\IN ITY O Ol.IC: ATIONS 
AN ()lOll LIAII ILIT I ES ASS UMEU tJN UEH T il E T EHMS OF T illS AG HF:Et\l f.NT SII ALL li E \VITI! OUT LII\IITS AN U W IT II OUT HE<:A IU> 'I o 
T il E <.:A liSE O il CAUSES T IIErt EOF (EXC LUIIING l' rtE-EXIST ING CON I> I J'IONS), STH IC I' UA OI LITV, O R T il f. NEG LIGENCE Of' AN\' I' A It I'Y 
Oil I'AHT IES ( INC LUUI NG T il E NEG LIGENCE OF T il E INII F.I\IN IF IEU I'AHTY), W II F.TII F. II SIJCII NEG LIGENCE DE SOLE, .lO IN 1', 
CONC'IJitllF.NT. ACI'IVE, Olt I'ASS IVE. 
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36. ENVIRONMENTAL IIAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any other env ironmental mellium 
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 
pontaining materials, explosives, toxic malerials, or subslances regulaled as hazardous wasces, hazardous malerlals, hazardous substances (as the lcrm "Hazardous 
Subscance" is deOned in the Comprehensive Environmenlal Response, Compcnsalion and Liabilicy Ace (CERCLA), 42 U.S.C. Sections 9601, et seq.), or toxic 
substances under any federal, scale, or local law or regulaclon ("Hazardous Malerlals"), except ordinary products commonly used In connection wllh oil and gas 
exploration and development opera! Ions and scored In the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROIIIBITION 
SHALL CONSTITUTE A MATERIAL BREACII AND DEFAULT HEREUNDER AND LESSEE SIIALL INDEMNIFY, II OLD HARMLESS AND 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, 
I.IABII. ITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES ANO COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROIIIBITION OR (II) TilE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS. MATERIALS ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SIIALL 
Cl.EAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY IIAZARDOUS MATERIALS IN, ON, tJNOER, OR ABOtrfTIIE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITII TilE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTHlfr~s UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE TilE STATE OF 
TEXAS AND TilE OWNER OF TilE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF TillS PARAGRAPII, UPON 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO IIAZARDOUS MATERIALS WIIICII MAY AFFECT THE LEASEO PREMISES. TilE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Nalural Resources Code S2.171 through S2.190, commonly known as the 
Rellnquishmcnl Act, and other applicable stalulcs and an1endments lherelo, and if any provision In this lease does nol conform lo these slalutcs, the stalutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This oil and gas lease muse be signed and acknowledged by !he Lessee before Ills filed o f record In the county records and In the 
General Land Office of the Stale ofTcxas. Once the nling requirements found in Paragraph 39 of this lease have been salisOed, the efTecllve dale of this lease shall 
be the dace found on Page I . 

39. LEASE FlUNG. Pursuant to Chaplcr 9 of the Texas Business and Commerce Code, this lease muse be nlcd of record in the office of the Counly 
Clerk in any county in which all or any part of the leased premises is locaced, and certiOed copies thereof muse be nlcd in the General Land Office. This lease is nol 
effective until a certified copy of this lease (which is made and certified by the County Clerk from his records) is filed In the General Land Office in accordance with 
Texas Nacural Resources Code S2.1 g3 , Addilionally, this lease shall nol be binding upon !he Stale unless II recices the accualand true consideration paid or promised 
for execulion of this lease. The bonus due the Scale and !he prescribed nling fee shall accompany such certified copy to the General Land Office. 

LESS~~J~ 
TITLE: 

DATE:--::1':::)_-;/ iP-;-;.1-:;Lg+' ---

••• • • • 
ST71. WOF TEXAS 

•••• • • • 
B~~ 
lndi•ldually and as •genl for !he Scale of Texas 

••• 
0~-.:~ ••• 
~------------------------------

STA;rE OF TEXAS 

•••• ()._,. . 
lnd~ly and as agcnl for lhc Scale ofT ex as • •••••• 
Dafc: ~ 

STAT E OF TEXAS 

~ 

STATE OF TEXAS 

OY:~~~~----~~~~--~----------­
Indivldually and as agenl for lhe Scale of Texas 

Dale: _____ _____________ _ 
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• STA;rE'oF ------------ (CORPO RATIO N ACKNO WLEO<JMI:N·f,) • 

COUNTY OF __________ _ 

DEFORE ME, lhe undersigned authority, on t11is day personally appeared'-------------------------

known lo me to be t11e person whose name is subscribed to lhe foregoing instrument, as _____________________ o.f 

~-----~-~~~-~~----------~---~--~~~~~-Md~k~wkdpd~n~thatheex~ukdthesarM 
for U1e purposes and consideration therein expressed, In U1e cap achy stated, and as t11e act and deed of said corporation. 

Given under my hMd and seal of office t11ls lhe ____ day of ___________ _, 19 __ . 

Notary Public in and for-----------

~TATE OF ____________________ _ (CORPORATION ACKNOWLEDGMENT) -COUNTY OF ___________________ _ 

DEFORE ME, U1c undersigned authority, on this day personally appeared ______ __________________ _ 

Jr.nown to me to be U1e person whose name Is subscribed to U1e foregoing Instrument. as _ ____________________ of 

-----------------~~------------~-~~~-·Md acknowledged tomet11at he executed t11e san1e wr the purposes and consideration iliereln expressed, In t11e capacity stated, and as the act and deed c:'f said corporation. 

Given under my hand and seal of office this the ____ day of ___________ _, 19 __ . 

Notary Public in and for-----------

~ IATEOF ______ TEXAS ________________ _ (INDIVIDUAL ACKNOWLEDGMENT) 

/,QUNTY OF _ __ MI_ D_LAND _______ _ 

Defore me, t11e undersigned aut11orily, on l11is day personally appeared ___ C~l_a~y'--J_o_hn_s_o_n ______________ _ 

;-.,10wn to me to be t11e persons whose nan1es are subscribed to IJ1e foregoing Instrument, and acknowledged lo me thai they executed l11e san1e for the purposes and 
/_.Nilslderation therein expressed. 

Given under my hand and seal of office this the __ _,/'-'{;,._ __ _ 

••• • • • • •• 
·5'f A"~:~I!_:• __ /j~fZ:::"~~~i(\2...:5:_~~!t!!i!~----..,........--._....--' (INDIVIDUAL ACKNOWLEDGMENT) 

• bALL.AS ~"'·· -· ·_,)~..A__)~ a.-.~ ~-UU~'f'XpF_________________ ~ 

• • • 
• • b efore me, the undersig;aed aut11orlty, on this day personally apperued __ ......:.;Wc:en~d~Y.~-...=Dc:i:..:an::::..:e-=-..:.W..:a..:.tk.:.__i_n_s_An __ d_er_s_o_n _____ _ 

~wn lo me to be t11e persons whose names are subscribed to the foregoing instrument, and acknowledged to me that they executed the same for the purposes and 
_.,oasider~tion t11erein expressed. ~ , .... 

• •••o:,. ""'"my hmd md " " ofomoo "''' "'' / f doy of 0!!_':_9_8 ___ _ 
•:•••: ~/]ptijjP~ 

,... 7. <. 

--

Notary l'ublic In and for __________ _ 
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. . • 
EXlll BIT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
JUNE 3, 1998, BY A 0 BETWEE WE DY DIANE WATKINS ANDERSO , AS LESSOR, 
AND CLAY JOHNSO , AS LES EE, A 0 COVERING THE WE T-HALF (W/2) OF 
SECTiON 2, BLOCK 58, P L URVEY, REEVES COUNTY, TEXAS 

If, at the expiration of the primary term hereof, this lease is being held by production or a 
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or 

on lands pooled therewith, or L essee has completed a well as a dry hole or shall have CO fllmenced 
1 

a well within 180 days prior to the expirat ion of the primary term hereof, L essee agree to 
commence a continuous drilling program on said lands, o r on lands pooled therewith, wi thin 180 
days after the end of the primary term hereof or w ithin 180 days after the completion of drilling 
operations being conducted on sa id land, or lands pooled therewith, at the end of the primary term 
hereof, whichever is the later date; and thereafter carry on the continuous drilling program until all 
proration units have been drilled, allowing not more than 180 days to elapse between the 
completion of one well and the commencement of the next succeeding well hould Lessee fail to 
commence the continuous drilling program or subsequently default in the performance thereof, 
then in either event , this lease shall terminate as to all lands covered hereby, save and except for 
the proration units surrounding each well then producing, capable of producing or upon which 
operations are being conducted The term "proration unit" as used in this paragraph means any 
acreage designated as a dri lling unit or production unit in accordance with the rules of the 
Rai lroad Commission of the tate of T exas Further, the term "commencement" shall mean that 
point in time when the peninent well is spudded and the term "completion" shall mean the date 
upon w hich the initial potential test repon is filed w ith the Railroad Commission of the tate of 
Texas, if a productive well, or the date of filing the plugging repon with the commission, if a dry 
hole. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, 
L essee shall nevertheless continue to have the right of ingress to and egress from said land still 
subject to this lease for purposes described in paragraph 1 hereof, together wi th easements and 
rights of way for roads, pipelines and other faci lities on, over and across all of the lands still 

••• subject to thi s lease and for the gathering or transponation of oil and gas produced from the 
• • • oP • retained lands. The sole liability or penalty for the failure of Lessee to drill any well or wells 
..:::·: required or permitted in th is lease shall be the termination or partial termination of Lessee's rights 

~ under the lease as provided above 
• •• • w • 

• •• 

• 

ln conducting such continuous drilling program, Lessee shall be en titled to accumulate and later 
use time, if any, saved between wells, beginning wi th the second well under thi continuous 

..... drilling program. I f one well is commenced sooner than 180 days aOer the completion of the last 
• • 
•••• preceding well, the ponion of the prescribed 180 day period not used may be carried forward and 

•:•••! added to the period bet ween subseque111 wells 
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General Land Office 
Rellnqubhmnt Act l.n1c Form 
Rcvhcd, September 1997 

PAID UP 

OIL ANO GAS LEASE 

TillS AGREEMENT Is made and entered Into this 3 r d day of J une 19~ between the Stato ofTexas, acting by and through h.J 
•gent, WILLIAM WALKER WATKINS and Wire , PAULINE RALLS WATKINS 

~~ 237 

(Oivo Permanent Athlr~ss) 
here Inaner called lessee. 

I. GRANTING CLAUSE. For and In consideration of the l.lllOunls stated below and of the covenants and agreements to be paid, kepi and performed by 
Lessee under this lease, the Stale of Texas acting by and through the owner of the soli , hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospect In& and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures 
thereon, to produce, save, take care of, treat and transport said products of the lease, the following lands situated In Reeves County, Stale 
ofTexas, to-wit: · 

We t-Half (W/2) of Section 2, Block 58, PSL Sun ey. 
Thi i a PAJD UP LEASE. SuL>jeciiO th~ other pro\'i\iClll' he rein contained, this lease ~hall remain in force \\ ithoul renta l payment 
or further payment other tha n royalt ie herein pro\'idetl fnr a term nf li1e (5) yean from thi' da te (c:lllcd "primnry term"), and o 
long thereafter a oil or gas (either or L>ot h) i ~ produced from \aid land or land pooled there" it h. nr the lca~e h othe r" ise mni ntained 
as r rovided herein. The Depo~i to ry Bani' and arnnunt li, tetl in paraJ.!raph 3 helow i in reference to the payment of minimu m royalty 

• •illi a.cordance " ith p:trag raph 5 L>elcn1. 
••• 

4:on:.T,Jing 320 , 1 acres, more or less . Tile bonus consideration paid for this lease Is as follows: 
• • • ---"0.:.:::-....L-'---

• 
• •••••• • • 

•• • • • • • •• 
• 

•• • • . . .. 

To the State ofTexas: __ ___:FOUR:-:::..;~;-=TH~OU:-=S;.:..;AND7--=THREE==...;HUND==-=RED=::.........:'IWENTY::..:...:..::;:;;:.;..:~-0...;;.;;..NE=-.:..:AND=--=-3.;:_5:.../ _1 0.;:..0;:__ _____ _ 
Dollars ($ ___ ___:4""',,_3.L<2:....1.___3.._5..___, 

To the owner of the soii: __ ..:FOUR:-"'-::~:-'TH~OU~S'-"AND~;__;;THREE;;..;;.;;;;.=;;;;;..._HUND_;....;....c.:.....;RED.=..::.....::'IWENTY:.....:::.....::;__-ONE-'--'--AND__;_3_5...:./_1_0_0 ______ _ 
Dollars (S ___ ....!4:t..,,~3.l..o2~1,__3.l..5.l.----J 

Tot~bonuscons~«~~n:_~E~I~~~~~~~~S~~~~S~I~X~HUND~~RED~~~~R~~~-~~~~AND~~7~0~/...:.1~0~0-'-------~ 
Dollars (S ___ ""'s...,,""'6""4'""2....,.....7..,.Q _ _,l 

TI1e coral bonus consideration paid represents a bonus of....,.-o---,:-,---:::-::-=F'-'I=F-='l:..:'Y:...;-....;FOUR::.....::..::..:..:.......:AND'-7.::.....:N0..:.=..:../_;1 ..:0....;0;....,.,.....~=-----------
--------------~Dollars ($ 54 . 0 0 ) per acre, on 1 6 0 . 05 net acres. 

2. TERM. Subject to the other provisions In this lease, this lease shall be for a term of five ( 5 ) years ti'om this date 
(herein called "primary term") and as long thereafter as oil and gas, or either of I hem, Is produced In paying quantit ies ti'om said land. 
As used In this lease, the term •produced In paying quantities" means th•tthe receipts ti'om the sale or other authorized commercial usc of the substance(s) covered 
exceed out of pocket operational expenses for the Jlx months last past . 

. , 

3. BELA¥ REtffi\l8. lffte \'/till• 59"'AlMCM 8A &tao ltMtil r•••litl O R or b.f?rtOec ('),,.,,from 'hi. 4 ···, 'h'· loosed"" ' 'm's''' rtplrcs 

~:~;:?ESE:~s;;;;;:;;;;:~=~==:::':::~:~'~·' 
TliM:':S, l•T AIJ5Titl1 'fliX • &1 a Ilk a I 'IRa a A ar tltl'ort r1ld slelt Pl)'fMtA" wAsjer tlth ,.,•8••f'h thtll •I'••••• M a ''"'el ••4 shall eo u cu the p1 ivlleac of dyfaa 1111 
~· 18ftlMiftiUMIRt .r. '"1 11 fur no·(').,.,, ftonJ seld "'''. Payments under lhh paragraph shaJI be In the followlna amounts: 

To the owner oflhc soii: ____ .......:E~l~GHTY~~~AND=~0::..2::.~.../..:..1 ..::::0..::::0~-------;------------------
Dollars ($ 8Q......D.2_ 

To the Stile ofT,....ex- as-.-. ------!E~I~GHTY~~;-:;:AN0~::-;0""3""/...,.,.1 "'0"'0 _ ___ __, 
Dollars ($ _ _ ____ ->:80....~':-'0.._3._...,.,_==:--:==-=-=~,--,....-..J.l 

Total Rentai:-:-;;------~ONE~::-~Ht~JND.:u.aR.l.LED ........ _.S...,I~XTX.........,!.......!AND~~0~5~/~1~0~0::...... ______ _ _ _ _ ___ _ 
Dollars ($ _______ ..... 1..u61J.JO'-'-Q'-5'----- -------') 

Iii I like iii8Jhi(f ldid tspon like ,., .......... ••• uhM MAw all)'; • ._. 88MUMIAOtJIUA1 ef. ee·all Ma)' ... ~ ...... litH ... ~ liar ........ , ... pull ... ar .... (I) ) IIIII •••h 4Mrlng 
Lheprill, .. )tt.,.., ... llpi)MtASIOfltadtJWa('tP'nl'e 'Lteua· ac,hrtn"ml) b d t) L: ker 'gbtdrrftcflcrrcc 1 c h) ala f&:J:Ielsus, uecliie&JhC 
drilyrJXd no or before tbo r•ntal pa)•IAIIIIate. If tho bank designated In this panaraph (or lu successor bank) •hould cease 10 exist, JUSpend buslneu, liquidate, f1 ll or 
be succeeded by another bank, or for any re13on fall or re fuse to accept ren11l, l...csseo shall not bo held In default for failure to malce such paymenu or tender• of 
•ental until th irty (30) days a ncr I he owner of the soil shall deliver to Lessee a proper recordable Instrument naming another bank as agent to receive such paymcnu 
or lenders. T d C t rue an orrec 

copy of 
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~ . l'llOUUC'IION llOYALTIES. IJpo11 ruollllctlnll uf oil muVur gn.1, l.e~~ee ngrccs tu pny ur cnusc tu he pnillcllte-hnlf ( 112) ur'thc ruynlt~ 
V prnvilio!d li11 lnth'is l ea.~e to the Commiss ioner of the Uencrnl l.n11d Ullice of the State of l'exn.~. nt Austirr . I exn~. nmlune-hnlf ( 1121 of such rnyal ly luI he uwucr of 

the soli · ~ 

(A) 0 11.. lloynlty payable on oil, which Is lleri11cd AS i11clutling all hychucnrlwns prmluccd i11 a liquid furrn at the mouth ufthe well and also 1\S all 
conrlcnsnte, distillnte, and other liquid hydrocarbons recovered from oi l or sns run through n sepnrntur or other er juipntent, as hereinafler provided. shall be 
---· ___ 3./J...Q._ pari oftlte gross productinu or I he runrket value thereof, at the uptiunof the uwncr ufthc sui I m the Connnissloncr of the 
<ieneral l.nrul Olllcc, such value to be dctennlncd by I) the highest posted price, plus premium, if any. nllcrecl nr pnitl for oil, cuntlcnsntc. tlistillatc . or uthcr liquid 
hydrocnrhcms, respectively, nfa like type and gravity in the general area where prucluccd ancl whennur,"' 2) the hi~thestmnrket price thcreufolferccl nr paicllnthe 
,.~ .. c: .. t! 1.,c11 whe re pwtJucco and when ri m, or 3) the gwss proceeds of the sale thcrcc>f. whichever i~ the grcntcr. l.cs~ec n~rcc~ that hclurc .nny gAS pr uducecl hunr I he 
lcn~ctl prernlsc~ Is 3nld, used or ptuccssed In a plant , It will he run li ce uf custtu the wynlty uwncr~ llnuu(l.h nn nclccpcnt c c>ilrutcl gns scpnrntor o f convcntlc•nnlt)·pc, cll 
uther equ ipment AI least as elliclent, so thAI all liquid hytlrocnrhcu cs recoverable front the (I.RS hy such menus will he rccuvcrctl. 'I he rer1uircancnt lit at such gns he run 
through a scpnrator or other equipment may be w11lved in wrili ug by the royalty owners upon such terms nml cuntliliuns 1\S they prescribe. 

(II) NON 1'1\0CESSEI> <.lAS. llnyRit y on nny gn~ (lnclucllng ll ntecl jtM), which I< ctelinecl M nil hyclrncnchuns nud gn~ccliiS suhslnncc< nut cletin~cl 
n.~ uili n suhpllrAgt llph (A) nbove, produeecl from Any well on snid y rccl (exceptll.S provided herein with r e~pect tu gas processed in 11 plnnt ICH the extrnctinn nf 
gASolinc,llcptld hytlrocarbons or other products) shall be 3 16 prut of the gross production or the market value thereof. at the optiun of the 
owner of the soil or the Commissioner of the General Lru1d Onlcc, such value to be based on the highest mArket price palcl or offered for gas o fcompruable quality In 
the generAl nrea where produced 111d when run, or the gross price pnicl or offered to the prnclucer, whichever is the ~tenter; provided thAt the m11ximumprcssure hn.~e 
lnme11stnlng the gru under lhl! leMe slutll notateny time exceecl 1-1 .65 poumls per sctnnre Inch nhmlute, nncl the ~tnndnrcl hasc temperAture shnll be sixty (60) 
degr ee~ Fnluenhclt, correction to he made for pressure according In lloyle's l.nw, 11ncl feu spccllic grAv it y IICCnHiill(! In tests mnclc by the llnlnncc Methcul cu hy the 
must "l'llloved method of testing being used by the Industr y nttlrc time nf tcstlng 

(C) l' llOCESSE I> UAS. lloynlty on nny g11s pruccsscd In A gMnllnc plnnt 111 tllher plnnt licr the recuvery uf gnsullne or nthcr llrJulcl hytloucnrh11n~ 
.~hnll he - --- 3/16 pRrtof the residue gas and the lictuid hydr ucnrh11ns extracted or the II!Aiket value thereof, at the option of the 
owner of the soli or tlte cciimulssloner or the General Land OOice. All royalties due herein shnll be bnsed on one hundred percent (IOU%) o f the total plant 
production of residue gR.~ attributable to gas produced flomthis leR.~e. And on nny percent (50%). or lhnt percent Accruing to Lessee. whichever is the grcRICI, uf thc 
totnl plnnt protlucticm of liquid hydrocnrbons attrllwtnhle to the gRs prnclucccl frumthis lcMc; ptnvlclctlthnl iflic1nicl hychucnrhnns nrc rccuvcrcd fwm jtn< IIIUCC~<ccl 

In 11 plant in which Lessee (or Its pruent, subs id iary or alliliate) owns an Interest, then the percenlnge nr•r•licnhle In iiquitl hydroenrbuns shall he lill y percent (SU",~) or 
the highest percent nccrulng to a third party processing gas thr ough such plant under n pr ocessing agreement ncgntinted nt nHn's length (or If there Is 110 ~uch third 
pnrty, the highest percent then hclng speciOcd In process ing Agreements 111 contrncts in the industry). whichever i~ the gtcnlcr. 't he respccllve toy allies nnceslchoc ftn< 
nml onllquicl hyctw carh11ns sh11ll he cleterwlnecl hy I) the hlghcstrnnrkct price pAiclm ullcrccl fur nny gn< (CH lirrulcl hyclwcnthlln~) ufccunpnonhle qunllry lnclce 
genernl ntea, or 2) the gross price p11lcl or offered fur such rcslcluc gns (or the wclghtcdllvcrnge gross sel ling price fur the rc~pcctl vc grades ofllqnltl hyclr ocnrhons), 
w!ricJr~vcr Is the greater. In no event, however, shnllthc royalties payable under this prungrnph be less thRn the royalties which would have hecn due had the gas not 
llea~r preccssctl . 
• •• 

• ••:• • (U) UTIIER I'RUUUCTS. !loyalty on carbon black, sulphur or any other products produced or mnnufnclluecl from gas (excepting liquid hydrocnrhuns) 
wftt'lhcr•saltl gas be "casinghead." "dry." or any other gns, by fractionating, burning ur any other processing shnll be 3/16 part of the 
grofs pwductlon of such prod nets, or the m111kct value thereof, at the option of the owner o f the soli or the Con•mlssloner of the Gencr11l l.and Office. such ntntket 
va lue t11S>c cletcrcnlned R.' follows: I) on the ba.~ls of the highest nmrkct price of eoch ptctduct for the ~nmc rnontl~ !n which such pruclnctls produced, or 2) on the 
h~;~tflfoc nvcrnge g ross sale price of each product fur the snmc month In which snell prorlucts nrc produced; whichever Is the greater. 

•• • 
• • • •: S. MINIMUM ROYALTY. Uurlng auy year aOer the ex piratic n of the primnr y te1m of this lease, iflhis lease Is mAintained by production. the roynltie~ 

paitl~o~mlcr this le11se in oo event shall be less than an arnocn rt ec1uol to the leltnl nnnunl tlclny rcntnl herein prnvirlccl ; otherwise, there shall be due and pnynhlc on or 
bcJwe the l a.~l day oflhe month SUCCeeding the Blllllversary dale or this lease a SUIII equal to the total annualr entnlless the amount or royalties paid during the 
pr~cctly~&oyear . lrParagraph J ortJris lease does IIOt Specify a delay rcntalamuunt. then for the purposes or this paragraph, Ule delay 1entnlamount shall be one 
dollar($ 1.00) per acre. 

G. ROYALTY IN KINO. Notwithstanding any other provision in this lease, ot any time or rrom time to time, the owner or the soli or the Commissioner 
of the Gene ral Land O ffice may, at tlte option o f either, upon not less than sixty (60) days notice to the holder of the lease, require that tire payment o f any royalties 
accruing to such royalty owner under tl1ls lease be made in kind. The owner of tlte soil's or the Commissioner of Ure General Lrurd Office's right to take its royalty in 
kind shall not diminish or negate the owner oflhe soli's or the Commissioner or the Ucnernll.and Onice's rights ur l.~ssee's obligations, whether express or Implied. 
under th is lease. 

7. NO UEUUCTIONS. l<!:ssec agrees !hot all royalties accruing under this lease (i ncluding those pnid in kind) shnll be without deduction for the co~t nf 
producing, gntherlng, s toring, separating, treatlng, llchydroting, compressing, processing, trnnspurling, nnlf ulherwisc making the oil. gas and other products 
hereunder ready fur sale or use. Lessee agrees to compute rurd pay roya lties on the gross value received, including any reintbtusements for severance IMcs nnd 
production relnted cos ts. 

8. I' LA NT I'UEL ANU 1\ECYCLEU GAS. No ruynlty shnll be payable on any gas as mny ICprcsenlthls lease's pruportionatc share of 811)' fnel merl in 
process gM produced heteundcr In any proces~lng plant. Nol\vllhstanding rmy other provision o f this le 11-~e. rutd subject to the written consent of the owner of the soil 
and the Cununlssloner of the General Land Office, Lessee mny 1ccyclc gas for gu Ill\ ptnposes onlhe lell~eclpremlscs or for lnjcctluulnturmy oil or g"-~ pwclucint: 
furcnatlon under lying the leased premises afler the llqu;d hytlr oc11rbons contAined In the gas hnve been rcrnuvcd; no royalties shall he poynhle on the recycled gn~ 
until it Is produced and sold or used by Lessee In a manner which entitles Ute toynlty ownc1s to a roynlty nnclc r this lease. 

9 . ltOY AI.TY I' A YMENTS ANU REI'UitTS. All royalties nut tnken lu klncl shnll he pnltltnthc Cununl~sloner of the licnerol l.nncltlllicc nl i\u<tln, 
., ex as, In the lo llowlng mnmter : 

l'nycnerll of royAlt y on production of o il and gas shnll be as pr uvlclcd In the rules set follh in the Texn~ Register. Rules currently provide thnt ruyalty nn ni l I~ tlue 
nnd must be rece ived lu the General Land Olllce on or before tire 5th day of Ute secundntun!h succeeding the month of production. nnd royalty on gAS Is due arul 
must be received In lite General Land Office on or before the 15th tiny of tire secondrnunlh succeeding the mnnth or production, nccompnn ied by the nflitlnvit of the 
owner, manager or other authorized agent, completed in the form and mRnner prescribed by the General Land Office and showing lhe gross amClunt and disposi lion of 
all oil and gns produced and lhe market value of the oil Allll gns, together with a copy of all clncuments, recoHis ur reports confirming the gross pooductinn. dispos ition 
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anllmarket value including gas meter readings, pipeline receipts, gas line rece ipt.s and other checks o r memo;·anda o f amo unt produced and put Into pipelines, tanks, 
ur puuls anll gas l ines or gas swragc, unll any other rcpntts o r records which the General Land Ollice may require to verify the gross produc tion , dlsposilion and 
marl.ct value. In all cases the uuth~~rhy of a manager or agenttn »Ct fu r the Lessee herein must be liled ln the General Land Office Each royalt y payment shu II be 
accompanied by a check stub, schedule, summary or other remittance advice sho winll by the assigned General Land Offi ce lease number the am ount o f royally being 
paid o n cuch leuse . If Lessee pays his royally o n or before thirty (30) days afler the toyally payment w as due, then Lessee owes a penally o f 5"/o on the royally o r 
S25.00, whic hever is greater. A royall y payment which is o ver thirty (30) days late shall accmc a penalty of 10% o f the royalty due or S25.00 whichever is greater. 
In addition 111 a penalty, roya lties shall accrue interest at a rate u f 12% per ye ar; such interest w ill hegin accruing when the royall y is s ix ty (60) d ays uvcnluc 
A llit.lavils and suppo rting documents which arc no t filed when due shall incur a penalty in an amount set by the Gene ral Land O ffice adm in is trat ive rule which is 
e ffective un the d ate when the aiTidavits or supporti ng documents were due. The Lessee shall be ar nil responsibility fo r paying o r causi ng royalt ies to be paid as 
prescribed by the tlue date provided herein. raymerll of the delluquency penally shall in no way operate to prohibit the State's right of fo rfe illlrc as provided hy law 
ru1r uctto JHlStpnne the date o n which ro yalties were originall y due . llre ahove penally provis ions shall not apply in cases of title dispute as to the S tate's purtiun o f 
the w yally or to that portion o f the royalty in dispute as to fair rn ntket va lue 

I 0. (A) RESERVES, CONTRACf S ANI> OTII ER RECORDS. Lessee shall annually fumish the Commissioner o f the General Land O ffice with 
its hest possible estimate of oil and gas reserves underl ying this lease or allocable to this lease and shall furni sh said Commissioner wi th copies o f all contracts under 
which gas is sold ur processed and all subsequent agrecrnerns und amendments to such contracts within thirty (30) days after entering into o r making such contracts, 
ugrccmcnts o r amendments. Such contracts and egrecmcnts when recei ved by the General Land Office shall be held In confidence by the Genera l Land O Oice unless 
otherw ise authurized by Lessee. All other controcts and records pertaining to the product ion, llansponation, sale and marketing o f the oi l and gas prodnced o n said 
pr emises. inclmling the hnuks and ucconuts , receipts and discharges of all wells. tanks, pools, meters. and pipelines shall at all times be subject to Inspection and 
cxumlnatlu n lty the Commissioner ufthe GeneraiLuud Otlice, the i\tturncy Geueral , the Guvcrnor, ur the representati ve o f any o f them . 

(D) PERMITS, I>RII.I.ING RECORDS. Writte n notice o f a ll operations o n this lease shall be submitted to the Commissioner of the General 
Land OOice by Lessee or operato r live (5) d ays befurc sp ud dcte, workovcr, r~·en!ry, temporary aban:Jonrnent or ;>lug and abandonme nt o f a ny well or wells. Such 
written no tice to the General Land O Oicc shall incl ude copies o f Railroad Comm ission fonns for application to drill. Copies o f well tests, comple tion repon s and 
plugging reports shall be supplied to the General Land 0 01ce at the time they are fil ed w ith the Texas Railroad Commiss io n. All applicatio ns, permits, repo rts o r 
o ther filings that reference this lease o r any spec ific well on the leased premises and that are submitted to the Texas Railro ad Commission o r any other governmental 
agency shall include the word "S tate" in tl1c title. Add itiona lly, in accordance with Rail road Commission rules, any s ignage on the leased premises fo r the purpose o f 
identifying wells, tank batteries or o ther associated improvements to the land must also include the word "State.• Lessee shall supply the G e neral Land O ffi ce with 
any records, memoranda, accounts , reportS, cuttings and cores. o r o ther infonnation relative to the o peration o f the ebove -descri bed premises, w hich may be 
requested by the General Land O ffi ce, in additio n to those here: in expressly provided for. Lessee shall have an elecuical and/or radio activity survey made on the 
\jorc .ho le section, fro m the base of the surface casing to the total depth of well , o f all wells drilled on the above described premises and shall transmit a true copy o f 
·~~~,.; o f ead1 survey o n each well to the Gc:nc:ral Land O Oice within filleen ( I S) days a fter the making of said survey . 

•••• 
• • • • : (C) PENALTI ES. Lessee shall incur a penalty whenc \·er reportS, documents o r o ther materials are not filed in the General Land O ffice when 
due . The penalty fo r late filing shall be set by the General Land O llice adnr inis tra tive rul e which is effective on the date when the mate ri als were due in the General 
Land C\llice. 
•••••• • • 

•• • II. DRY IIO LE/CiiSSATION Of PRODUCTION DUR ING PR IMARY TERM . If. during the primary tenn hereo f and prior to lliscovery and production 
t!l~oir \l ' gas on said land, Lessee sho uld drill a d ry hole or holes the reon, or if d uring the primary tcm1 hereof and after the discove ry and actual productio n o f oil or 
gas Jau m the: leased premisc:s such pro duction thereof should cease from any cause, th is lease shall not tc:nn inale If on or before the exp iratioA o f s ixty (60) d ays from 
date: o f' completion o f said dry hole or cess arion o f product ion Lessee conunences additional drilling or reworking operations thereon, or pays or tenders the next 
:,~111a l delay rental in the same manner as provided in this lease If, during rhe last year o f the primary tem1 o r within sixty (60) days prior thereto, a dry ho le be 
c~mpi;t~d and abando ned , o r the production o f oil or gas should cease for any cause, l .essee's rights shall remain In full force and e ffect w ithout further operations 
until the ex piration o f the primary tenn: and if Lessee has not resumed productio n in paying quantities at the exp irat ion o f the primary tenn, Lessee may maintain this 
lease by conducting additional drilling or reworking operations p ursuant to Paragraph 13, us ing the expiratio n o f the primary tenn as the date o f cessation o f 
production under Puag raph 13 . S hould the firs t well or an y subsequent well dril led on the above described land be com pleted as a shut-in oil o r gas well wi thin the 
primary tenn hereo f, Lessee m ay resume payment o f the an nual re ntal in the sam e manner as provided herein on o r before the rental paying date fo llowing the 
cxr1iratiun o f s ixty (60) days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
lcrnri nute . lfut the e xpirut ion o f the primary term ur uny time the rea llcr a shut-in oil or gas well is located on the leased premises, payments rrruy be matle in 
accurdancc: with the shut-in provisions hereof. 

12 l llt ii.I.I NG AN D llEWORK IN<I r'.T EA'l'tllA t ION OF l'tliMAHY TERM l f, at the expiration o f the primary term, neither nil nur gas is hcinr; 
l"'"hacc•l 1111 ~aitlluml, hull cssee is then cug~ge.J iu .Jaillinr; ur h:wurl.inr; uper at iun~ thereun, th b lease ~hall remain In fo rce su lunr; as opc:ratiuns u n said we ll '" fur 
drilliug u r rework ing of any add itio nal well urc: prosecuted in goull faith untl in workmanl ike manner witholll interruptio ns totaling mo re than sixty (60) d ays dur in~: 
any u 11e such operatio n, and if they result in rhe prod11ct iun ufoi l ami/or gas, so lo ng thereafter as oil and/or gas is produced in paying quantities from said land, or 
payment o f shut-in oi l or gas well royalt ies o r coo11pensatory royalties as malic as provided in this lease. 

13. CESSATION, DRILLING, AND REWORKI NG If. after the expiration o f the primary lcm1, production o f oil or gas from the leased premises, aller 
once ubtained, should cease from any cause . this lease shall nut ten ninate if Lessee commences additional drilling o r reworking operations wi th in six ty (60) tlays 
after such cessation, a mi this lease shall rem.oin In full liuce anti effect li 11 "' long as suc h operat ions cnnrinne in good faith and in wnrl:manlike manner withnut 
intcrruptinus totaling more than sixty (60) days. If such •h ill inr;"' rewut~lllll uperarinns result in the prmhrct lon of oil or gas, the: lease sha ll remain in fu ll fnr cc: &1111 

cltc.:t lur su lo ug as uil ur ~:as is produced fru ur the: leased prcmbcs in payrng quant ities or payment of shut-in oil or gas well royallie~ nr payouc nl o f cumpemutury 
rnyultics is made as prov ided herein o r as provided by law. If the dri ll ing or reworking operations resu lt in the completion n f a well as u dry hole, the lease will nut 
tcrmiuatc: if the Lessee conullellccs uddit iu11al dril liug or rcwor ld n!! operations withi11 six ty (60) days afler the conrplctio n o f the well as a rlry hole, a11d this lease 
~hall re rnai11 in ciTect so lo 11g as Lessee continues drill ing ur rc:wur ki11g operations in good fa ith and in a workmanl ike marmer without interruptions total illS rnore 
than s ixty (60) d ays. Lessee shall give w ritte n no tice to tire General Land Otlice within thirty (30) days of any cessation o f productio n 

14 S II UT-IN llOYAI.T IES. For purposes of this paragraph, "well" m eans a ny well that has been assigned a well number by the s tate agency having 
jurisdiction uvcr the protl11ction o f o il anti gas If. a t any time •Her the expiration of the primary teriu o f a lease that, until being shut in, was being maintained in 
Iince and ciTe ct. a well capable o f producing ui l "'gas in paya11g 11uonrities is Inca ted on the leased premises, but oil o r ga.s is not being produced fo r lack o f suit able 
lllflllucriull fudlitics or lac k nf a su itable mar~et. then I cs~ce may pay as • shul -in nil or gas royally un anwunt e•tnalto douhle the annual re nt al prn' uletl "'the 
lease:, hut nut less tha11 S 1.21HI a year for each well cnpahlc uf flHHiucing nil or gas in paying quantities If Paragraph 3 o f this lease docs not speci l) n delay rc11tal 
amrun1t, tlrw tur the 1 lUSes ufCf¥'l.Vl~F'a'Nt!J · ~'Oi'lleC~ntal '"""unt >hall he w oe du liar(SI 00) r cr ncrc To be: effecti ve, each iniriul shut -in nil nr ~;as rnyahy 
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musl he, r aid"" m he fore : (I) lloc e xriraliun oflloc rrinoar y term. (2) 611 days nl\cr the l.cssce ccn.~es Ill prudncc nil o r gn~ l'onno the lc.osed prc noiscs. c~r (Jl (,o ~~~n 
aOcr Lessee cumplc1cs a drilling o r re working operolion in accmdance wilh the lei\Se provisio ns: whichever llnlc is lates t. Such pnyment s hall be nonole unc·half(l /2) 
to the Cum11tissio11er of the Uc11erRI La11d Olficc ami o toe· h al f ( 1/2) to the owtocr o f the soil. l fthc s hut· ito ui l or gas royalt y is 11oid. the lea.~c s hall be cousidcrctlto be 

n producing lease aJOtl the paym ent s hall ex tend the tcnn of tl te lease fo r a period o f one year f10m the end of the pri•nary tenn. ur from the lirst clay uf the month 
fulluwi11g the month in which production ceased. and, a llcr that . if uo s uitahlc produc tion faci lities or s uitahle mar ket for the o il o r gas exis ts. Lessee may ex lcncl thc 
l cn~e lo r fo ur more successive periods o f o ne (I) yenr by paying the same amount each ycnr o n or before the c:-<pirntiun of cnch shut·iu yenr 

15. COMP ENSATORY ROYALTIES . If, duting the period the lease is kept in e iTcc t by payment n l tloe s hut ·i n oi l ur gas royalty. oil or gas is su lci a~~tl 
clc livcre cl iu paying c1uarttities fr o m a well located within o ne thousand ( 1,000) feet n f tJoc len.~ed premises nnd cuonpletcd in tlo~ sw uc 1.uuuncorog rescr voor, ur iu any 
ea.~c in w hich drniuagc is occurring, tl1c right to continue to maintain the lease by payi ng the s hut-in oil o r gas royalty shall cca.~c. but the lease shall remain erfcc tivc 
fur lhe rcnlllintlcr of the year fur which lhc royalty has bccu paid. ' I he Lessee m ny maintain lloc lease fo r fuur more s uccessive years by Lessee paying cornpcnsatory 
rnynlt y at the ruyally rate prov iclccl in lhe lease oflhc rn nrkct vahoc ufllllllluc tiou fru rnlhc well causing the tloainngc u r which is complclcd in lhc snonc prntlucing 
reservo ir ant! wilhin one tlw us nncl (I .UUU) feet of the leased premises I he curnpe nsawr y roya lty is 111 he pniclmunlhly, cococ-hnlf(l/2) to the Cuoounlsslunc r o f the 
(icoocrniLncocl ()nice ant! one · half(l /2) tu the owner o l the scoi l, beginning on o r bcliuc lhe last tiny of lhc mcmth following the month in whic h the nil nr gns is 
prnclncctl frnrn the well cnoo~i oog the chnicongc orthnl is cucooplc rccl in the sornc prutlncing rese rvoir acoclluc:uccl within uuc thuusnutl ( I .UUU) fee t co fthc lcascclpcemi~cs 
If the eonrpccosniUry royalty pnid in nny 12·m onth period is in an amount lcss tho.rtthe annual shut·inui l or gas royalty, Lessee s hall pay an ac11ocoorl equal to the 
cliOercnce within thirty (30) days fro m lhc eood o f tJre 12· colo uth per iud. Compensatory royalty payments which rue no t l imely paid wi ll accrue pcnnlty aut! ioo tercst ioo 
oecordancc willr l'nragraph 9 o f this lease . Nococ o flhesc provis ions w ill relieve Lessee o f lice o bligation of rcasuconblc dcvclopnceool coor lice obligation to chi ll o lfset 
wells ns pcuviclccl in TcxM Natural llcsourccs Code 52. 173: however, nt the clc tcrcocinatioon of the Cuouonissiuuer, nne I wil h I he Cornmissioncr'~ wo iltcn apponv nl . the 
payment cof cunrrcoosntory royalties can s ntisfy the uhligntion 10 chill unset wells. 

I 6 . ltE I'AINED A C REAGE. Notwithstnml ing nny prcovision o f I lois lease Ill I he cconlr nry, niter 11 well prnclorcing or c npnhlc uf producing nil or gas Ions 
he en cnnopl cte cl nn tloc lensed premises, Lessee s lonll exercise the di ligence of n rc n.~unahly prurlcrrt opcralnr in clr illing such nclclitiunal well nr wells n< mny hr 
rca.~cnrah ly necessary fo r the prnpcr dcvclupmcnl of the l cn.~ed pr emises nut! in marketing lite protluclionlltcrcou. 

(A) VERTI CAL. In the event this lease is in force arrd clfccttwo (2) years nOcr the expiration dote oflhe prirnnry or cxlcndcd term it shall then terminate 
as to nil o f the leased premises, EXCEPT (I) 40 nc res surroundin g each o il well cnpnblc o f prudueing in paying qunnlitics nnd 320 a : res surroumliug cnch gn..~ well 
capable o f producing in paying quantities (including a s hut-leo o il o r gas well as provitletl in Parag raph 14 her eof), or. a well upoco which Lessee is then engaged ioo 
conlicouous drilling or reworki ng opcralions, o r (2) I he number of ac res icocl uded irr a producing pooled unil pursuant to Texas Nalurnl Rcsourti:S Code 52. 15 1· 
52 . 153. o r (3) such greater or lesser number o f ac res as may theco be allocated fo r production purposes to a proration unit fo r each s uch producing well under the rules 
nnd regulalions of lhc Railroad Commission ofTcxns, o r nny succcssnr ngcncy, or o the r govcrrorncntnl noothooity lmvicogj urisdict ion. lfn t nny rime nOcr the crreet ivc 
clare o f the pnrtialterrninnt iun provisions he reo f, the applicabl e fi e ld rule., nrc chnnged or the well or wells lncntcclthcreo n nrc recl assified ~o thntless ncrcngc is 
tl~trcallcr allocated to s11id well or wells for produc tion purposes, lh is l eR.~e s holltltercupon terminate as tn nil nc rcngc no t therenOer ollocnlctlto s nid well nr wells fo r 
fJI~dll!!tiPn purposes. Notwilhstanding I he tcm1ination o f tJ ris lease as 10 a portion o f the lands covered hereby. Lessee s hall nevertheless conlinuc to have the right of 
i~rs~et#to and egress from lhc lands s lill s ubject to this lensc for all pmposcs described in Paragraph I hereof. together w ith enscnrents antlrigh lS·of-way for existing 
ro •~•xlsting pipelines nnd utloer cxisling facilities on, over nml oc ross all the lauds clescriheclin Pnrngrnph I locrcof("thc rctaincdlnnds"), for ncccss to nncl from the 
r~tllin~d;nntls and for the golhc ring o r transportation of oil, gas and olhcr minerals pruduccd from the retainerl lands . 

• (U)IIOI\IZEHITAI.. lo:lhee.entlhiehMeiainHJJJIAII .IIrfc.Utt tl(~ )) IAIIAAIF111111i1At"J1 'nu ru.,,· A) UPI 111thdi1Jitittlullf 11 I 

tttfllftlh~ 16 filii deJ•III:1 hehtw IQQ feat hels "the httAI dertth thilletl (lteteinnAer "decpc: ckpll:s") iu end; ooclllocutcd 011 neacagc tctaiacd inl'mag;apli 16 (Jt.J 

•boi'l• u y ltEE SJR ar ~tHar c I "'C (2) )"O ' F n°'' 'l:t primAiiit' ar IP11tauh~ ltrlll I 11111 p!R)tl N Bttteuul lflttnllo ene hnlf(IR) of~tc honus oligiaullj puid tG 
a~ih.llfillien rer this lease (11' 'llGtiCicd en pas• I heres~. lf&ueh &tuaunt i9 r•aiti , lhiJ leMe shnll he iu F's;cc 211~ .. fkctw to such dccpca depths. sud snld 
lefluigali8n !h&ll he tlele)·e~ Au au •""itienal f'lrie~ efl'A8 (2)) eNl end 38 len~ tJ:erenRer M eil e: g;u iJ p:odueed ia pGJ i::g qom:titics f;uus such dccpca dtpihT 

co~'•"" b)' I hi£ 1•"'.' -··- ·- - - - -- -·-"' 
• • . . .. 

(C ) IDENTIFI C ATION AND FILING. The s ur face acreage retained hereunder as to each well shall , as nearly as practical, be in the fonn o f a square wilh 
the well locAted in the center thereof, o r such other s hape ru may be approved by the Commissioner of the General Land Office . Wilhin th irty (30) days a ncr part ial 
terrninntio n o f this lease as provided herein , Lessee s hall cxec ulc nntlrccord a release or releases containi ng a sal is fac tory legal description of th e acreage nnd/o r 
depllrs not retained hereunder. The recorded release. o r a certified copy of snrnc, s hall be filed in the Gene ral Land Oflicc, accompanied by the tiling fcc prescribed 
hy the Ucncral Land Oflicc nrles in crrcct o n the date the release is filed If Lessee fails or re fuses to execute nntl reco rd such release or releases wi thin nine ty (90) 
cl~ys nncr being requested to tlo so by the Gcncrnl Lrutd O ffi ce, then the Commissioner at his snlc di~cretion may designate by written instrument the acoeRgc nncllnr 
depths Ill be released h ereunder and record such instrument at Lessee's expense in the C(lnnly o r counties where the lease is located and in lire oflicinl record~ o r the 
Ge ne ral Land O ffi ce amJ s uch des ignation shall be binding upon Lessee for all pur poses. 

17 OFFSET W ELLS. Neither the bonus. dc luy renin Is, 11111 roy allies paid, o r 10 he paid, under I his lease s hall relieve Lessee of his obligation In prutcct 
lire {Ii i and gas uuckr the ohovc-describcd land from hcing dr ained Lessee, sublessee. receiver ur o ther agent in contr o l of the leased premises s hnll drill a.~ many 
wells as the fncts may just ify and s hall usc appropriate oncnns Allll drill to a dcplh neccs~or y hi prcvcnl unclrrc drainage o f oil nntl ga.~ frnrrr the lensed pr em ises In 
addition. if o il and/or gas s hould be pro duced in commerc ial quanlilics withiu 1,000 feet o f the leased premises. or in any case where the leased premises is being 
drained by produc tion o f o il o r gas, the Lessee, s ublessee, receiver o r o the r agent in contro l o f I he lensed prem ises shall in good fai th begin tl1e drilling of a well or 
we lls upon the leased premises willrin 100 days aOcr the draining we ll or wells o r the well o r wells conrpleted within I,OOU feet of tire leased premises star t pr oduc ing 
in commercial quantities ant! s hall prosecute s uch drilling with dili gence. Fai lure to sntis fy lire SIBIIIIo ry orrscl ohligntion rnay ~ubjcctthis lease oncltlcc owner of the 
soil 's agency rights to fo rfe iture . O nl y upo n lice dcternoina tion of lhc ( 'o ononissioner of tire (iencrniLand Onicc ami with his wrillen aprrov:~lonay the p:~yrcccn l ref 
compensatory royalty under applicable statutory pa.rarw;tc rs satisfy the obligation to drill an orrsct well o r \•.ells required under this paragraph. 

18. r-<>RCE MAJElJ ilE. If, 110cr a gootl fLith cflo n, Lessee is prevented fr om complyi ng with nny ex pres:: o r Implied covenant o f tlci.s lcnsc, fmon 
ccondnc ling drilling o perations o n the leased premises, or fr ocu pr oduci ug oil o r gas frumlhc leased premises by reason o f war, rebell ion, riots, strikes, nets nf(iod, or 
any valid order, rule or regulation n f government authority, the o• while so prevented, LcsscL' s obt:gation to comp.f \\ ith such covenanl s hall be suspended nntll.cssce 
sha ll no t he liable fo r damages fo r failure to comply w ith such cm·er:ants: adtlitionaioly, this lease s hall be cxtcmlctl while Lessee is prcvcntctl, by ;uoy such cause , 
fr o 111 conclnc ting doill iu g aud reworking operations or fro rn pruducirog oil or gR.~ fror11 the l ca~cd premises. llowcvcr. nolhing in this rnrngraph shall s uspcnclt he 
ray roccnt o f delay rentals in o rde r to 111nintoin this lease in effect tlur ing the primary l cnn in the absence o f such drilling o r reworking operations u r protluc tiu rr o l o il 
o r gas 
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19 WARRANTY C LAUSE. The owner of I he soil warrants and agrees 10 defend Iitie to the leased premises. If the owner of the soil defaults in 
pa)'nlcrlls owed on the leased premises, the n Lessee may redeem I he right.s of the owner of the soil in the leased premises by paying any rnongage. taxes or olher liens 
un the leu.sed prcn1iscs. If Lessee makes payrnenls ou be half of I he owner of the soil under I his paiBgrarh. Lessee may recover I he cost of lhesc roynu:nts from I he 
rcnlal ami royollies d ue ll1e owner of ll1e soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner nf I he soil owns less than the entire undivided surface estate in I he a hove 
dc>crihc.J land, whclhcr '" ••or l .e<sc~·• tll l rr~s l I< '!'c:rHio·rl '•~rein ll•~n I he rnyallies and rcnrol herein provided lo be paid 10 I he owner of I he soil shall he paid lo hin• 
in I he prnlwrliun which his inleresl bears to the entire undivided surface es lale IIJid I he royalties and rental herein provided to be paid to the Commissioner o r the 
(lenerai Land Office of the S tate ufTexiiS shall be likewise proportionately reduced . llowevcr, before Lessee a.Jjusts lhe royalty or rental due to the Commissioner of 
I he Ocneral l.au.J Ollice , Lessee nr h is anlhurlzed reprcsclllativc must snbmit tu lhe Commissioner of the <leucral Lan.J Onlce a wrltteu staternenl which expla1us the 
oliscrcp.u•··v hc twccn lhc lnlcrcstpurro•tcdly lcu.scd nurlcr this lcu.sc aud the acural lrncresl nwne.J by lhc owner oflhc soli . The Couun lsslnucr of the ( ieneral Land 
O il icc >h.• II be paid I he value of the whole produe1ion allocable to any uudivlded Interest not covered by a lease, less the proportion ale devclupmcnt and production 
cust allucuhle tu such undivided inleresl. llowever, in no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
ullucublc In the unrlivltlcd intcrestnnl leased an amuunt less I hun the value uf one-sixtccnlh ( 1116) of such gross production . 

(n) RED UCTIO N OF PAYMENTS. If, dnring lhe primary leml, a ponion of I he lnnd covered by lhis lense is included within I he boundaries 
uf o puulcd unit thut has he en approved by the Sehoul Land Board and the owner of the soil in accordance wilh Natural Resources Code Sect ions 52.1 S 1-52.1 54, or 
if, a1 any time ul\er the expiration of the primary tenn or the extended term, this lease covers a lesser number of acres than the lotal amounl described herein , 
paymcnls that arc made on a per acre basis hereunder shall be reduced accurding to the number of acres pooled, released. surrendered. n r olherwisc severed, so that 
payments dctcnnincd on a per acre: biiSiS under the 1e11ns o f this lease duo '"1: the primary term shall he calculalccl based upon the number of acres nntside I he 
lcuu1nlaries uf u puulcd unit, or, if after the expiration of I he pcicnary 1c11n, I he n11mhcr of ncrcs acllrnlly relained ami covered by this lease. 

2 1. liSE OF W ATEH. l.c:ssee shall h~ve I he right to use wa!c:~ produced on said land nec.:ssery far op:ralions under this I eliSe cxcc:pl water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall no t usc potable walcr or water suitable for livestock or Irrigation purposes for waternood operations 
without the prior consent of the owner of the soil. 

22 . AUTHORIZED DAMAGES. Lessee shall pay the owner of the soli fo r damages caused by its operations 10 all personal propc:ny, improvements, 
livestock and crops on said land. 

• •• • • • ••• 

23. PIPELINE OEI'TII. When requesled by the owner oflhe soil, Lessee shall bury its pipelines below plo w depth . 

24 . WELL LOCATION I.IMIT. No well shall be drilled nearer than two hundred (200) feel to any house or barn now on said premises without the 
~·i~ljjn consent of the owner of I he soil. 

• • • •• • 
• 25. POLLUTION. In developing ll1is area, Lessee shall use lhe highest degree of care and all proper safeguards lo prevent pollution. Wilhoutlirniling I he 

forcgnLn~:. pu lhll ion u f coliStal wetlands, nalural waterways, rivers and Impounded water shall be prevented by the usc of containment fac ilities sufficient to prevent 
OSflllllt~. seepage or ground water contamination. In I he event of poll ution, Lessee shall use a ll means at its disposal to recapture all escaped hydrocarbons or olhcr 
pollut~IIIIJid shall be responsible fo r all dan1age to publ ic and private properties . Lessee shall build and maintain fences around its s lush, sump, and drainage pits 
.M tllnt bal!cries so as to protect livestock against loss, damage or Injury; and upon completion or abandonment of any well or wells, Lessee shall fill and level all 
s l':csh j, r,s an• I cc:llnrs and completely clean up the dcillin1: silc nf all rubbish lhc:rc:nn. Lessee: shall, while conducting operations on the lc:asc:d premises, keep so ill 
preTniscs free of all ncl>bish, cans, bolllcs, paper cures or gar bu~:e. and upon comt>lclion o f opcralions shall rcslorc lhe surface of the land to as ncar its original 
elflwlitioo and contours as is practicable:. Tanks and equipment will be kept painted and presentable. 
• • •• 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph. Lessee shall have the right to remove machinery and fixtures placed by 
Lessee on the leased premises, including the right to draw anti remove casing, within one hundred twenty ( 120) days aflc:r the expiration or the lc:nninatlon of this 
I eliSe unless the owner of I he soil grnnts Lessee an extension o f this 120·day period. l lowc:ver, Lessee may not remove casing from any well capable of producing oil 
and gas in paying quantities. Addi tionally, Lessc:e may not draw and remove casing until after thirty (30) days written notice to the Commissioner of the General 
Land OOicc and to I he owner of the soil. The uwncr uf the so il shall hccome I he owner of any machinery, fixtures, or casing which are not timely removed by Lessee 
unde r the terms of this paragraph. 

27 . (A) ASS IGNMENTS. Under the condilinns conlainc:d in thi s paragrnph and Paragraph 29 oflhis lease, the rights and estates ofeilher party to this 
lease may he: assi~:ned, in whole or ir: port, :m.J I he provisions o f this lease s:1all e xtend to anJ be bir.Jing upon their heirs, dc:visc:cs, legal rcprc:scnlativcs, successors 
urul ussi~:11s lluwcvcr, u chu11~e ur Jivislon i11 ••wne1>hip uf lloe lunJ, rct~lu l s, or wy~tlllcs will nut enlurge I he ol>ligalinns o f Lessee, Jlmln ish 1loe rights, prlvilc~:es 
mul esta t e~ ~f l .csscc. i1npulr the: eflC:c livcucss ufuuy rwyntclll unu.Jc by l .cssce or llnpttlr the cllcctivc:ncss of any act pcrfonucd by l.r.ssec. Aud no chau t~;;e o r 
divisiun In uwncrsh ip of the land, rentals, or roynltics shall bind Lessee for any purpose un1i l thiny (30) days after the owner of the soil (or his heirs, devisees, lcgul 
rcprcscnl atives or liSSlgns) furnishes the: Lessee with satlsfoctory wrillen evidence o flhe change in ownership, including 1J1c origi nal recorded munimcnls u fli llc (or a 
ccr tilicd copy of such originol) when the ownership chuu~:ctl because ora convcynncc. A lotal or panialu.ssignmenl o ftJt ls lcll!ie shall, to 1hc c:xlcnl ol' lhc inlcrc:sl 
assigned, relieve and discharge Lessee of all subsequent obligat ions under this lease. If this lease is assigned in its enlire ty as 10 only part of the acreage:, Ute right and 
option to pay rentals shall be apponioned as bel ween I he several owners ratably, according to the area o f each, and failure by one or mo re o f them to pay his share o f 
the rental shall not afTect thls lease on the part oflhe land upo n which pro rata rentals are timely paid or tendered ; however, if the assigno r or assignee docs not file a 
ccrli licd cupy of such assignment In the Gcnc:raiLond Onicc: before the: nc:xl rc:nul paying date, the entire lease shall terminate: for failure to pay the: entire rental due 
under l'aragrnph 3 . Every assignee shall succeed to all rights and be: subject to all obligations, liabilities, and penalties o wed to the Slate by lhc original lessee or any 
prior assignee of I he lease, including any liabili ties to the S tate: fnr unpaid royalties. 

(D) ASSIGNMfiNT LIMITATION. Nolwilhstanding any provisio n In Paragraph 27(a), if the: owner of the soil acquires lhis lease in whole or in part by 
assignment without the prior wrillc:n approval of ll•e Commissioner of the General Land Office, tJ•is lease is void as o f the time of assignment nnd the agency power 
o flhc owner may be forfeited by the Commissioner. An assignment will be llcatc:d as if it were made to the owner o f the soil if the assignee Is: 

(I) a nominee of 1J1e owner of the soi l; 
(2) a corporation or subsidiary in which the owner o f the soil is a principal stockholder or Is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner o f the soil is a partner o r is an employee of such a pannership ; 
(4) a principal stockholder or employee o f the corpo ration which is lhc owner ofrhc soil; 
(5) a partner or employee in a pnllnclship which is 1he owner o f the soil ; 
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·, ((,) a liduc iaty for the owner o f the soil ; iucludiug but uot limited to a gunulinu , llu~tcc , cxccutur, admiui~ttRtur, rc.:civcr. ur cuu<ctvntu1 h11 the 
owucr of the soil; or J , •, 
(7) a famil y member of the owuer o f the soil or related lo the owuer'of thc soi l by runrrioge, blood, or adoption. 

28 . ltELEASES. Under t11e condit ions contained in this pnrngroph and f'nragroph 29, Lessee mny nt nuy time execute oud deli ver to the ownct of the soil 
n1ul plncc uf rc.:urd a release or releases coverluc an y po1tlon or polllous of the l en.~cd ptcm iscs. and thcrchy suncmler this lease n.~ to such pm tinn or pnlliuns. nml he 
relieved of all subsequent obligations as to acreage surrendered. If any pall of Utis lease is properly surrcndctcd, lhe del~y rcnlnl due under this lease shall be reduced 
by the proportion that the surrendered acreage bears to the acreage which was covered by th is lease immedialely prior to such surrender; however. such rcle:1sc will 
not relieve Lessee o f any liabililies which may have accrued under I his lease prior to I he surrender o f such acreage. 

29. riLING O F ASSIG NM ENTS AND RELEASES. If all o r any part o flhi s lease is assigned or released , such assignment o r release must be reco rded in 
the county where the lrutd is s ituated, and the recorded ins trument, or a copy of the recorded inslnnnent certified by the County Clerk of the county in which the 
instrument is recorded, must be lllcd in the General Land O m ce wilhio 90 days of the last execution dnte nccomranicd hy the prescrihed lil ing fee . If any such 
nssicrnncntls nu t so flied , the rights ncqulred under this lca.se shnll he subject to forfeiture nt the option o f the Connnisslnncr nfthc Oencrnll.ond O llice. 

30. UISCLOSURE CLAUSE. All prov is io ns pcrtnin ing to the lease o f the above-described lntul hn vc hccn included in this instrumen t, including the 
stntemerll of the true consideration to he paid for the execution of this lease and the rights and duties of the parties. Any coll ateral ngrcemcnts cnncerninc the 
dcvelu pmcrllnf o il and gas fr om the leased premises which are not contained In th is lease render this lease invalid. 

3 1. FIDUC IARY DUTY. l11c o wner o f the soil owes the S tate a ftduciruy duty and must full y disclose nHy facts aiTccting the State's interest in the leased 
premises. When the interests of the owner of the soli conflict with those of the S tate, the owner o f the snil is nblignted to put the State's interests hefnre his personal 
interests 

.1 2 . I'Oilt'EI t IItlE. tll.e~~ee ~h11tl fntt or 1 efu ~e tn rnnke the pny•neut nf nny sn111 within rhlrty 1lny~ niter It he.:nme< due. 111 ill c«cc '" Rlllllltlu•d7rol 
n~cul shu uld knmvinp,l y 11111kc ""Y fnl~e return nr fnlse tcpurt C<IIICcrniug 11111du.:tlun ur thittillf\, u r if I cs<ec shnlllnii1H tc lirse hl tlrill nuy u ltscl well ur we lt~ in y,<•1ul 
faith n~ rettuitcd hy lnw nntl the rules nnd tegulatio ns oclnptcd hy the Couunisslonct uf the Ucnernl l.nnd lllli.:c, o r if Lessee sho uld Iilii III tile rcpur ts in the IIIRIIncr 
requited by law or fail to comply with rules and regulatio ns promulgated by the General Lnnd O m ce, the School Land Ooard, or the Railroad Conunission, or if 
Lessee should refuse the proper authority access to the records rertaining to o perations, or if Lessee o r a11 authori1cd agent should knowingly fa il or refuse to(!ive 
correct info rmation to the proper authority, or knowingly fail or tefusc to fu rnish the Ueuernl Land O lfice n correct lug of nny well , or if Lessee shall knowingly 
violnte any of the material pro vision s o f this le ase, or if this lease is assigned and the assignment is not fi led in the Gener al Land Office as required by law, the rights 
acquired under this lease shall be subjec t to forfeiture by the Commissioner, ru1d he shall forfeit sante when sum ciently informed o f :he facts which authorize n 
for feiturc, and when forfeited the area shall again be subject to lease under I he ter ms of the Reli nquishment Act. llowcver, nothing herein shnll be construed 11.~ 

waiving the automatic tennination of this lease by operation of law o r by reason o f any special limitation ~rising hereunder. Forfeitures rnay be set aside n11d th is 
lease.IJI•d all rights thereunder reinstated before tl1c rights o f ano ther intervene upon satisfactory evide nce to the Commissioner of tJ1c General Land Onice o f future 
IIO~"P.II~cc with the provisions of the law and o f th is lease and the rules and regulations that rnny be adopled relative hereto . 

• eli 

• ••: • • 33. LIEN. In accordance with TexllS Nftlnrnlltesourccs Code 52. 136, the Stntc shall hnve A lirs t lien upon All o il and gas produced fro m the nren covered 
byir. is l~ase to secure payment of all unpaid royalty and other s tuns of money tl1at may become due under this lease. Uy acceptance o f this lease, Lessee grants the 
S tat~. in addition to the lien provided by Texas Nalural Resources Code 52.136 and any o Uter applicable s tatutory lien, an e xpress contractual lien on and security 
ir\IQrafll.: all leased minerals in and extracted from the leased premises, all proceeds which rnay accrue to Lessee frorn the sale o f such leased minerals , whether such 
pro~ecds •are held by Lessee or by n Uti rd party, and all Cixturcs on and improvements to the leased premises used in connection with the production or processing o f 
s~~&n 1C'oi~S~ minerals in order to secure the payment o f all royalties or o ther amounts due or to bccon;c due under this lease and to secure payment of any darnngcs or 
loss-that•~essor may surfer by reason of Lessee's breach o f any covenant or condition o f Utis lease, whether express or implied. T his lien and security interest msy be 
foreclbsed with or witJ•out cowt proceedings in the m auner provided in the Title I , Chapter 9 of Ure Texas Ousiness and Commerce Code. Lessee agrees thnt the 
C~rfl11issloner may require Lessee to execute and record such ins truments as may be reasonably necessary to ack!towledgc. attach o r perfec t this lien. Lessee herelly 
rcptcsel\l!i'lhat there rue no prior or superior liens arising frorn and relating to Lessee's act ivities upo n the abovc-d-:scr ibed property or fro m Lessee's acquisition of 
this lease. Should the Commissioner at any lime dctemtine that this representat ion is no t true. then the Commissioner m11y declare this lease forfeited as prov ided 
herein 

34. POOLING. Lessee is hereby granted Ute right to pool or unitize Ute royalty Interest of the owner of the soil under this lease with any o ther leasehold 
o r mineral interest fo r the exploration, dcvelopmenl and produc lion o f oi l or gas or e iU1cr of them upon the same terrns as shall be approved by the Schoo l Land 
Lloard and the Commissio ner of U1e General Land O ffice for the pooling or unitizing o flhe interest o f the State under Utis lease pursuant to Texas Natural Resources 
Code 52.15 1-52.153. The owner o f the soil agrees that the inclusio n of I his provision in this lease satisfies the execution requirements s tated in Texas Natm al 
llcsnurccs Code 52.152. 

35. INDEMN ITY. Lessee hereby releases and discharges the State ofTexas aEd the owner of the soil. the ir o ffi cers, cmrloyees. partners, agents, 
conlrnctors, subcontractors, guests, Invitees, ond their respective successors and llSSigns. o f nnd from nil nnd nny actio ns and cnnses of cction o f every nnture. or othe r 
hnrm , including enviroumentnl harm, for which recovery of damages is sought, inc luding, but not limited to, nil los~cs and expenses which arc caused hy the 
acti vities o f Lessee, its offi cers. emrloyees, aud agents 11rising out of, incidental to, or resulting from, the operations o f or for Lessee on the leased premises 
hereunder, or thnt may a.rlse o ut o f or be ocetUioned by Lessee's breach o f any of the terms or prov is ions o f this Agreement, or by any other negllcent or strictl y liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for. exonerate, Indemnify, defend and hold harrnless U1e State ofTexas and the owner o f the soil, 
their omcers, employees and agents, tl1elr successors or assigns, agains t any snd all c laims, llobllllies, losses, damr~ges, actions, personal Inj ury (including death), 
costs and expenses, or oU1er harm for which recovery o f damages is sought. under any lhcory including tort. contract, o r s trict liabil ity, inc luding auom eys' fees and 
other legal expenses, lnc ludinc those related to env iro nmental hazards, o n the leased premises or in any way related to Lessee's failure to comply with any and all 
environmenta l laws; those arising from or In any way related to Lessee's operat ions or any other o f Lessee 's activities on the lensed premises : those aris ing frnm 
Lessee's use o f the surface of the leased premises ; and those that may nr ise out o f or be occaslu ned by Lessee's breach of any of the terms o r pr ovisio ns o f this 
Agreement or any o tlter act or omisSion o f Lessee, its d i1ectors, o ffi cers. et nployees, partners, agents, contrac tors, subcontractors, guests, invitees. and their respective 
successors nud assigns. Each assignee o f this Agreement, or an interest therein. agrees to he linble for, exonerate, iudemuify, defend and ho ld hnrnll css the S rate of 
Texas ond the owner of the soil , their o m cers, employees, and agents in the stu uc mnnner provided above in connection with the activities o f Lessee , iLs o fli ce rs. 
employees, and agents as described above . EXCEI'T AS OTII EilWISF: f.X l'll f.SSLV I.IMITF:II IIF:Il EIN, ALL OF T il E INIIF:I\ IN ITV OIII.H; A·IIONS 
ANII\Oit I.IAIIII .ITIES ASSUI\I EU UNUEJt Til F. TEHI\IS Of TillS AGitE~:I\ I f.NT S IIA Ll. liE WI': g()\J'J' LII\IITS ANU WITIIOll I' ll E<:A HII 'I 0 
Til£ CAUSE OH C AUS ES TIIEHEOF (EXC LUIJING PRE-EX ISTI NG CON Ill I'IONS), STIH C I' LIAD!LI'~'V, O R Til F. NEG LIGENCE OF AN \ ' I' A Ill\' 
Oil I'ARI'IF.S (IN C I.\IIIING Til£ NF.G I.IG ENCF. Of Til E INil F.M Nifi EII l'Airi'Y), WI IETII Eil SIJCII NF.C;UGENCE DE SO L E, .JOI N I', 
( 'O N <"IIHH ENT , AC:I'IVE, OH I'ASSIVE. 
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36. ENVIRONMENTAL IIAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or pollution of 
any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata. ambient air or any other environmental medium 
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee: shall not bring or permit to remain on the: lc:asc:d p~mlsc:s any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazardous substances (as the term "Hazardous 
Substance" is defined in the Comprehensive Env ironmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, ct seq.), or tox ic 
substances under any federal, state, or local law or regulation ("llazardous Materials"), except ordinary products commonly used In connection with oil and gas 
exploration and development operations and stored In the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROIIIBITION 
SIIALL CONSTITUTE A MATERIAL BREACII AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY,IIOLD HARMLESS AND 
llEFENO TilE STATE OF TEX.AS AND TilE OWNER OF TilE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS. PENALTIES, 
I.IADII.IT IES, ANU COSTS (INCLUDING REASONABLE ATTORNEYS' FEES ANil COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGO!NG PROIIIBITION OR ( II) TilE PRESENCE, RELii:AS E, OR DISPOSAL OF ANY HAZARDOUS. MATERIALS ON, 
UNDER, OR ABOlfT TilE LEASED PREMISES DURING LESSEF.'S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SIIALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GitOUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIAI.S IN, ON, UNDER, OR ABOIITTIIE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITII TilE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SliALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTIIE" ~NVIRONJ\IENTAL LAW OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE TilE STATE OF 
TEXAS AND TilE OWNER OF TilE SOli. WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACII OF TillS PARAGRAPII, UPON 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIAI.S WIIICII MAY AFFECT TilE LEASEil PREMISES. TilE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is Issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly known as tllC: 
Relinquishment Act, and other applicable statutes and amendments thereto, and If any provision In this lease does not confonn to these statutes, the statutes will 
prevail over any nonconforming lease provlsloils . 

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

• •• • • •• • 39. LEASE FlUNG. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record In the office of the County 
tlerk In any county In which all or any part of the leased premises Is located, and certified copies thereof must be filed In the General Land Office. This lease is not 
.c-,r~n.e until a certified copy of this lease (which Is made and certified by the County Clerk from his records) Is filed In the General Land Office In accordance with 
fe~as Natural Resources Code 52.183. Additionally, this lease shall not be binding upon the State unless it recites the actual and true consideration paid or promised 
fof execution of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. 

:~:::i ~~v 
• LESSEE 

•• BY: y JOHNSON • • . . .. 
TITLE: __ /_ ~/.//--:--:;;. ::A"'*- - ------'--'-­
DATE: _ _;LP=-.-.:/_:G~=--...;.,'Z:l_~---------

::w~ ~ J (/)_fqLJJ~- ~ 
Individually and as agent for the State ofTer.as ~~ ~~:__.; 

William Walker ~atkins 
Dale: " - ?-, - 9 ~ 

STATE OF TEXAS 

DY:....,...,.-,------:--c--::-----:=-----­
lndividually and as agent for the State of Texas 

Date: ___________ _ _ ____ ___ 

STATE OF TEXAS 

DY: 0 {/.={d.P .~ I CAOJ...LJ L J a.v...d 
~'k1f!~t'tJ§.~~g!c of Texas 

STATE OF TEXAS 

DY:~~-~----::----:----------­
Indl vidually and as agent for the St.ate of Texas 

Date: _________________ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



,Sl:ATE OF---=----------- (CURrORATION ACKNOWI.EUGMENT) 

COUNTY OF __________ _ 

DEFORE ME, the undersigned authority, on this day personally appeared ________________________ _ 

known to me to be the person whose name is subscribed to the foregoing instrument. as _____________________ of 

-------------------------------------andK~o~ed~d~ methM~~~u~thes~R 
for the purposes and consideration therein expressed, In the cnpaclty stated, and as the act and deed of said corporation. 

Given under my hand and seal of office this t.he. _ ___ day of ___________ _, 19 __ • 

Notary Public in and for -----------

STATE Of-:------------ {CORPORATION ACKNOWLEDGMENT) 

COUNTY OF __________ _ 

DEFORE ME, the undersigned authority, on this da~· per1onelly appeared·------------------------ -

known to me to be the person whose name Is sub~crlbed to the ~ote~:~in€ instrument. u _______ _ 
_ ___________ of 

~~----~-~~~-~~---~~~--~--~~-~--~~~~~_.andacknowledgedtonJethatheexecutedtlJeSMle 
for tl1e purposes and consideration therein expressed, in tl1e capaclly slated, and as the act and deed ? f said corporatlo.n. 

Given under my hand and seal of office tl1is tl1e ____ day of ___________ _, 19 __ . 

... Notary Public in and for-----------
• • • • •• 
•••• • • • 

ST A..,E OF TEXAS . -----=~==~------
(INDIVIDUAL ACKNOWLEDGMENl) 

MIDLAND c~w()F . . --- --- ----- ---
• ... ~efore me, the undersigned authority, on this day personal ly appeared 'clay Johnson . .. ----~~A-~~~~--------------

known 'io me to be tl1e persons whose names arc subscribed to the foregoing instrument. and acknowledged to me that they executed the same for the purposes and 
con0c!C¥atlon therein expressed. Ju • • •• I I 

Given under my hand and seal of office thi~ thc __ LVL ___ dsy or _ ___,-=-~r..x,_;_n....:....:C.=-""7-------'' 19 98 

/71nvio-~ 
Notary Public in and for ~ ~Ci, 5 

(INDIVIDUAL ACKNOWLEDGMENT) 

Defore me, the undersigned autl10rlty, on this day personally appeased William Walker Watkins and wife , 
Pauljne Ralls watkins 

known to me to be tl1c persons whose names arc subscribed to the foregoing lnst.rument, and acknowledged to me tl1at they executed the same for the purposes and 
consideration tl1erein expressed. 

.
a pt-

Given under my hand and seal of office U1is thc _ _ .,.,L_ ___ _ _ 

.A. 

e JOHNNIE PEARSON 
NOTARY PUBLIC, 
ST,.;rE OF TEXAS 

t.ly Colm'htion Expires 5-19·2001 
'- ~ 
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EX II IB IT II A II 

ATTACHED TO AND MADE A PART OF THAT CERTAI OIL AND GAS LEASE DATED 
JUNE 3, 19_98, BY AND BETWEE W ILLIAM WALKER WATKfNS A D WIFE, PAULINE 
RALLS WATKINS, AS LESSORS, A ' 0 CLAY JOH SON, AS LESSEE. AND COVERlNG 
THE WEST-HALF (W/2) OF SECTlO 2, BLOCK 58, PSL SURVEY, REEVES COUNTY, 
TEXAS 

I f, at the expiration of the primary term hereof, thi s lease is being held by production or a 
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or 
on lands pooled therewith, or Lessee has completed a well as a dry hole or shall have commenced • 
a well within 180 days prior to the expiration of the primary term hereof, Lessee agrees to 
commence a continuous drilling program on said lands, or on lands pooled therewith, within 180 
days after the end of the primary term hereof or within 180 days after the completion of drilling 
operations being conducted on said land. or lands pooled therewith, at the end of the primary term 
hereof, whichever is the later date; and thereafter carry on the continuous drilling program until all 
proration units have been drilled, allowing not more than 180 days. to elapse between the 
completion of one well and the commencement of the next succeeding well. Should Lessee fail to 
commence the continuous drilling program or subsequently default in the performance thereof, 
then in either event, this lease shall terminate as to all lands covered hereby, save and except for 
the proration units surrounding each well then producing, capable of producing or upon which 
operations are being conducted The term "proration unit" as used in this paragraph means any 
acreage designated as a drilling unit or production unit in accordance with the rules of the 
Rai lroad Commission of the State of Texas Further, the term "commencement" shall mean that ~ 

•••••• • • •• • point in time when the pe11inent well i spudded and the term "completion" shall mean the date 
• • • • •• upon which the initial potential test report is filed with the Railroad Commission of the State of 
. .. • Texas, if a productive well, or the date of filing the plugging report wi th the commission, if a dry 
: • • •• hole. Notwithstanding the termination of this lease as to a portion of the lands covered hereby, 

Lessee shall nevertheless continue to have the right or ingress to and egress from said land still 
subject to this lease for purposes described in paragraph I hereof, together with easements and 
rights of way for roads, pipelines and other facilities on, over and across all of the lands still 
subject to this lease and for the gathering or transportation of oil and gas produced from the 
retained lands. The sole liability or penalty for the failure of Lessee to drill any well or wells 
required or permitted in this lease shall be the terminat ion or partial termination of Lessee's rights 
under the lease as provided above 

In conducting such continuous drilling program. Lessee shall be entitled to accumulate and later 
use time, if any, saved between wells, beginning with the second well under thi s continuous 
dri lling program. I f one well is commenced ooner than 180 day after the completion of the last 
preceding well, the portion of the prescribed 180 day period not used may be carried forward and 
added to the period between subsequent wells 

w~ w~ 0~-
William Walker Watkins 

Pauline Rail True and Correct 
copy of 

Original filed in 
Reeves Cou11ty __ 

Clerks Office 
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TI II \ rE OF TEXr\S 
COL:'\ 11 01 RIT\ 'f",S l, Dianne 0 . Fl~ Oerl: oCihe Coanty Court in and 

w Cc..::1ty ar~ do hereby certify tlll!1 tb& forcglling is a trm and 

;gg~ Jf !:!1.1- OCr L daled_~«~-3"-------

filcd h rerord in my cifioe this 14-f b day cl ..d /< 4f 
991.._ ?.t9 ' &A .M,I!DdcrOett'sFileNo.~,;a¥Uvz~.::o.>3.J-.J.<~~--- , to be 

• .: .JI;dinth: /) ee 

Hy'd . a ; ,-to ,Deputy. 
DL\1\NE 0. FLORl:Z. COUN1Y CU!RK 
.REEVES O)UNTY, 1EXAS 
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General land Office 
Rellnquhhmnt Act lcue Form 
Revised, September 1997 

PAID UP 
011. ANO GAS I.EASE 

TillS AGREEMENT Is made and entered Into lhls 3rd day or_J_un _ _ e _ __ l9~ between the Stala ofTeu.s, acting by and through lu 

agent,, __ -;.;ANnGEIAr~~D~A~WN~..!.!W~A':!:TK=-=I±..:!N~S'--=-P~ARTEN~-'="-''------------------------------5515 Mat alee Ave . 
_____ Lna~J~l~a~s~,~~LA~7~5~2~0~6~-------~~~---~~~~------------------~sald agent 

(Oive Pennanent Address) 
herein referred to a.s the owner of the soli (whether one or more), and. ___ ~CLA~,;.Y=-;-;;::.J~O~HN~S~ONT-r---;::;~'==-7'01~---------

@?a]~~= ~r99751ite aoo 
(Give Pennanent Address) 

hereinafter called Lessee. 

I . GRANTING CLAUSI!. For and In consideration o f tho amounl.s slated below and of the covenanl.s and agreemenl.s to be paid, kept and perfonned by 
lessee under this lea.sc, the State ofTexa.s acting by and through the owner oflho soli , hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospecting and drllllna for and producing olland ga.s, laying pipe lines, building tanks, storing olland building power stations, telephone lines and other structures 
lhereon, to produce, seve, talce c:rc of, tteatand ttansport said products oflhe lea.se, the following lands situated In ReeVes County, Stale 
ofTexas, to-wit: · 

Wes t-H:tlf (W/2) of Section 2, ll lock 58, PS L S ur\'cy. 
T hi s is a PA fD UP LE ASE. S u hj ec t to t he o the r pro,· i ~ i on' he re in conl :t ined, thi ;. l ea~e ; ha ll re nw in in force without re ntal pay ment) 
o r furthe r payments o ther th :t n royalties he rein IH·o, ·ided fo r a te rm of fi, ·e (S) yea r' fro m t hi s date (ca lled " prima ry te rm"), anti so 

long therea fte r ns oil o r gas (eithe r o r hoth) is produced fro m sa id land o r land p noletl t he rewi t h, o r the lea'c is othe rwise maintained 
as provide d herein . T he Dcpn, ito ry llan k a nd a mount lb tcd in pa ra~raph 3 hehll\ i~ in re fe re nce to the payment u f minimum roya lty 

~~~"&cord a nee with paragrap h S hcln\\ . 
• • • ••• 

cop\.1Jfllng_ ....,.3c.:::2,0u .... 1"---- acres, more or less . 1l1c bonus consideration paid for this lca.sc Is a.s fo llows: 
• • • •• • 

• 
• •••••• • • 

•• • • • • • •• 
• .. 

• • • • •• 

To the State ofTexa.s: __ ---!S~EVEN~~,...HUNP..,.., ...... RED~"'-"'IWEN'I'Yo..u.o-.... ........ ..:.AND........,"-'2::.:2::.~/c....1:..:0...,0"------------------
Dollars ($ ___ ..-L7_..2""'0 ......... 2 .... 2 _ _ __,) 

To the owner of the soii: __ ~SEVEN~~~HUND~~RED~'=<-'IWENTY==c.:::..:~AND=:.._:2:.:2':.J./_1:...:0:...:0~-----------------
0ollars (S __ ___,7t...o:2;.~.~0c.... • ..42.L.2 ---'> 

Total bonus conslderltlon:_~OOE~'-:-.!:TH~OU~Su;;AND..:u.":-"FOUR..>.Ll~-'HUNP~~REPU!ooj~.:.FO~R~TY~~AND~~4!..4!.J/'-1.:...;0~0:::...... _______ :_ _ _ _ 
Dollars (S ___ -'1'-1,...:4c4:uO.t.....:4::..:4:z....._ _ _,) 

The total bonus consideration paid represents a bo nus of--:-=----=:F:.:I7F=-'::-l'.:;:'i---=FOUR..=.:=.o_AND:o.=c;:,__:.:N..;.;0:;../,__1 .;;.0..c.0_~.,.-7"'lrx?..----------
_ ___ ____________ Dollars ($ 54 00 ) per acre, on 26 , 6 7 49net acres. 

2 . TERM. Subject to the other provisions In this lease, this lca.se shall be for a tenn of f i ve ( 5 ) years from this date 
(herein called "primary lenn") and a.s long thereafter as oil and ga.s, or either of them, Is produced In paying quantities from said land. 
As used In this lea.se, the tenn "produced In paying quantities• means that the recc:lpt.s from the sale or other auU1orlzed commercial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last pa.sl. 

3. A ISis:\¥ A&tfTl:b£: If,.. \!Jtll II t&MMIM&t.t aM tht laMed JUt.-.lltl &R ar lltfart a"' (I)),., MIM thh ~au 1 I hit ltMI tl all u""h•altt lUdttl 

MR~''It i~" ;;~·~~ ;~a ~ft ~~~~;; ;·~,. ;;;;; ;;I; ;r •; b'~ ;;·~; ;~ ~;c 5 ~ c_2~: :m::::: (;h:•~h;t~Mh•ne M the deposito•> IC£Mdten cfthM:gcs In ~=~~neut:lp or 
••hi1Md)1 lht 11410t'Rt 1pccUied bela·.,; In ,,htltion1 Lerret &11tllpt) 11 luuhr ta tt 1 b Q, UuUSSIQtfER OF TilE! OE!tf£1\AL tAtfB 6fflel! 01' Till! :JTATI! 01' 
1'&X:\ti1 AT + UiTIW, TliX • S, 1 like I'IIA on or b•Cor· 1'

11 d·•• Pe)' ll''Ric "a de· lb'c paraarap~ .... u eperala M 1 FIR III -~ thell •• u ar 11 1 I" I ell•&• sf ~tJou Ina 
!~· C?AIA:>'DC'mcgt gf a well (or nne (I) ¥'" fiqm uld 1at• . Payment.s under lhls paragraph shall be In I he followlna amounl.s: 

To the owner of the soii: _ ___ -~TH~IR~'I7'EEN=::.:._.:.AND=.:.:=--=-3-=4:..r../....;1....;Q:.;Q::..._ ___ __ ::--- - ------ - ---------
Dollars (S _ _ ____ 13......._~....3.-<..J;4_ _ ___ -=-..,..,,..,...,-=---- --J 

To the State o fTexa.s : ____ Tfi:!-'.:t .... rn~TEEN;-=.:.Lli.~A...,NDu..r..._3....,4:14-/ .... 1_...0u..O,__ _ _ _ _ ~--------------------
Dollars ($ _ _ _ ___ __.1.3...J..4._,..._--":1--:--.::=---,,...,.,.,.--=,.......~~------' 

Total Ren:al :.-:-;;:-------;'iWENTY~~~-::;,S..._l ..... Xu-ANOou...._~6,...8:.L/....l1_,.0w.O'------;-------::=------------
Oollars ($ _ _ ___ ..... 2 ... 6.._,6 ...... 8..._ ___ _ _ ______ __) 

In • I Uti MMAIF a:nd upon Ilk· pe)UQIO'' or tcqd o q 000" ' 11)'; •b· comm• ncem·q• gf I "'a" rna)' b· 'UE!la.eklkkr'd fr' St" rrl,.: F eric dc af m ( I} ) D I =a =I JurlnJ 
tftt p,tiM...,. liAM til p1)' 1AIAII Of t•n4 'P gfranaal.JA.Jb• awOM'lftb~ll.m·)' h• medeJt)' r"·ck OS ' 18ht..,4qA o'' ··· ··, 9' ·p)' 1'' 189,, ofthlt leGit; lAd Ml) kt 
llallvsprd on o• hcforo •ho teO' a I P•I'IDII detc If the bank designated In this paraaraph (or lu tucceuor bank) thould cc:a.sc lo exist, suspend bus iness, liquidate, fall or 
be succeeded by another bank, or for any reason fall or refuse lo accept rental, Lessee shall not bo held In default for fallurc to make such paymenl.s or tenders of 
rental until thirty (30) days after the owner of the soli shall deliver to Lessee a proper recordable Ins trument naming another bank a.s agent to receive such paymenu 
or lenders. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



4. l'lt() ()lJC'IION ROY ALliES . IJpunpruductlou ufu ilnmVur gn.~. l.csscc ngrccs lllpny r11 cmrsc h t he pnid onc -hnlf ( l/2) ofJ itc rnynlty. 
r rnvirlct.ll iJr in I h is lc:t.~c lo the ( 'o mmissioncr of the Gcncrnll.and Oil icc of lite S tate o f r ex M. ot 1\ttstin . 1 cxn~. nnd u nc-hnlf (Ill ) o f suc h ruyalty to the uwncr o f 
the soil · " 

(i\) U fl .. Royr~lty payable on o il , wh ich is de fined as Including all hy t.l rucnrlwns prut.lucetl iu alic1uid form at the mouth <>fthc well and also 1\S all 
cuotlcnsRtc. d ist ill nrc, and o ther l iquid hyt.lroc rubo ns recovered from u ll or gas run thrott~h a scpnrntor or o the r ec1uipnrent, as hereinancr provided. shall he 
------ 3./1 6 plllt o f the gr oss production or the mnr kct volue the reo f, at the c•ptlun o f the uw11c r of the soil o r the Comr11lsslo ner of the 
Genera l l.nnd o'mce , such vnlue to be deterrnined by I ) the h ighes t posted price , plus JHemium, if ""Y· oll~red or p aid for oil , comlcnsnte, dist illate , or u ther liCJuld 
h ydrocnrhuns. respec tively, n f a l ike type lll td gravity in the generAi aretl where prruhrcet.l a111l when""'·'" 2 ) the h i~thes t 11tnrkct price thcreu f o lfcrerl c11 p11irl in the 
~tener n l nren where plltllt tr <'•t ""' ' ,ui!~J: r::::, c~ J; :!.;:: 0;c.;; j.rocc:ecls of rhe s11le the reof. w hichever i< the ~r etltcr Lessee Rl\tces thAI hclore any g11s Jl lltdllcecl lllllll the 
le Meciiii Cmlses Is sold, used or pt ucesscd In a plant , II w ill be 11111 free o f cust In the tn ynlt y nw11cr~ thwup.h nn ntlec1unlc n il t11HI gns scpnrntm o f cnnvent ic11tnl I ) pc. m 
uther ecjuipJIIent 111 lensl as e fficie nt, so tJull all liquid hydrocArhu n< u:coverahle ftont the p.n.< hy such menus will he recuvcrecl. ' I he reclnire ment thnt such gns he urn 
lluu ug h n sepnr alor o r cJiher eq uipment may be w 11l vet.l in writing hy the royalty owners trpun s uch terms nml cunrlitinns II.< they prcscrl hc 

(II ) NON l'llO C ESSED O AS. Rnyalty on nny jl.M (lnclucllng llnretl p.n~). which I< alc linccl M nil hyclr nc:ru huns nnt.l gn~cnus snhslnncc~ 11111 rlcl in~cl 

ru uil in snhpnrllg taph (/\) 11bove, p1ot.lucet.l from 11ny well o n snldlant\ (e xccpl as provlt.led h erelu w ith aespcct In g ns processed Inn plnnl for lite extrnctiun of 
gi\Soline, lir1uit.l hyt.lro carbons or olhcr products) shall be 3 I 1 6 part of the gwss production o r the market value lhcrco f. at the ort ion o f the 
owner uf thc soil o r the C omm issioner o f the G eneral Land O ffice , such value to be base t.l o n the hlghcslmAtket pr ice paid o r olfcrcd for gas o f comruu able quality In 
th e gcnertd 11ren wh ere pro ducet.l1111d when run, o r the g ross price pnld or offcted to the producer, whichever Is the grcntcr; pro vldct.lthnt the miiXimunapresswe hR.<e 
In n aei\Surlng the gru under this lease shnll not at any time exceed 14.6S pounds per sqnnr e luch nh~ul ute , nnt.lthc s lnnt.lnrd h ase tcmpcrntnr e shnll be sixty (liU) 
degree,, Fnlucnhc lt, correction to he made fo r pressure accord ing In lloylc's Lnw, nrul for s pec ll lc g anvily nccntcl in ~: In tests mnclc by lhc llnlnncc MelhcHI or hy the 
""'·~ ' nppro ved metho d n f testing being uset.l by the lnt.lustry at I he time uf testing 

(C ) l' ltOCESSEI> 0 1\S . ltoynlty on any gns pwccsscdln 11 gR.~ulinc plnnl 111 u ther plnnl litt the accu vcry u f gn.~ullnc or n llccr llquicl hycltcccnr hnns 
shnll he 3/16 pnrl u f the rcs ldne gns and the lic1tt id hyclw cnrhnns e xltActetl o r the rnn1kct va lue lhcteof, at tire n 1•1lon o l lhe 
ow ner o f the soli or tJac Commissio ner o f the General Land O ffi ce . All royalties due here in shnll be brued on nne hundred percent ( I 00% ) of the to tal pln111 
pro ductio n o f rc:s ld ue gM allrl butable to g as pro duced fro m this lcR.<e, nnd 1111 nny r c rcenl (50% ), o r ll tnl 1•crccnl nccrulng to Lessee, whichc·vcr Is the ~t r cn t ct , nf the 
to tnl pi Anl pr oductlu n o fll cju lt.l hydroc11rbuns allrlbutabl e to thegn.' pwduccrl li mu this lc Me: pto vlrlcclthnt i f licpcicl hychncnrlm 11s nrc •ccnvc rcd frncu tt"' l" "ccs<ccl 
In a pl snl in w hich Lessee (or Its ptuenl, subs idiary or anili ale) o w ns an Interest, then the pcrcentngc 11ppllcnhle to liqu id hyt.lrocnrbuns shAll he liO y percent ( SO~~) or 
the highest percent occrulng to a third p1111y processing gas th ro ugh such plant under a processing t~grccaucntncgot intcd nt attn's length (or If there is no such th ird 
pnrty, the h ighest pc rccnl the n helng s pecified In process ing ngreernen ts nr cotllrncls in the indttsta y), wh ichever is the greAter. ' I he respec tiv e roy nlt lcs o nr cslclue ftn< 
nnd cua llr1uit.l hyclr oc Arhuns shnll he t.le lcttnlned hy I) the hl~hcst aunrkel pr ice paid cu o lferccl fu r nny gn< (Ill liqnlcl hych ncno hnn<) n f cnncpnrnhle •lnnllty In lite 
geuer nl nren, ur 2) the gross price pnld o r o ffe red fur such residue gns (or the weighted II Vetngc g ross sell ing pri ce fur the respective grades o f liquid hyclr ocarhons ), 
w hi chever is the greater. In no event, ho wever, shall the royal ties payable under this paragrnph be less thnn the royalties w hich would have been due had the gRS nol 
hccn processct.l . 

• •• • • • 
• •• (U) 0 IllER l'llOI>UC rs. ltoyalty o n c arbon black, sulphur or any other products produced or rttnnufactured from gas (exccr.lhi$11quld hydrucerhons) 

wJ~IItP i aid gas be • eaulughead," "dry, • or any otJter gM, by fractionating, bunting ur any o ther prncessing shnll be 3/1 b pall o f the 
gr~! prrfUuc tlon o f such pro t.luc ts. or the rnlll ket value thereo f. a t the option o f the owner of the so li nr the C ommiss ioner o f the Gener11l l.nnt.l O ffi ce. such nrnrkcl 
value to he dcte11 nlncd as fo llows: I ) on the be..~ls o f llac hlghcst m~rkct price o feoch product for the ~Ante mnnth in w hich such pro duc t is pt oduccd. o r 2) on the 
bas is of tile avcrnge gross sale price of each product for the snntc month In wh ich such products Art pruducccl; w hichever I ~ the greater . 
•••••• • • 

• • • 5. MINIM UM ROY 1\I.TY. Uttrlng an y year nncr the exp irntlon o f the primary te rm o f this lca.~c. if this I eRSt is mainta ined by pro t.luc tion. the royalt ies 
prfl~ ""~~ this lc 11.~c in no event s hall be less than nn amount c tltrol to the lo tnl &nnunl dc lny re ntnl hcaeln provialccl: nthe rwlse, lhere shAll be due nttd p11ynhlc on "' 
hc liu; the l:t.<l d&y n f the nmntlt ; uccect.l lng the anniversary dote o f this lease a su m equal to the to tnl Rtlltttnl1enlnl less the enu1unt o f royalties pAit.l t.l 111 ing the 
pr~c:..cdlng year. If Pa ragraph J of this lease do cs not specify n t.lelay renta l amount. then for tl te ptuposcs o f this pruagraph, tl1e t.lclay rental amount shall be one 

d<J%1Bl'<}J 600) per acre. 

6 . RO YALT Y IN KINU. Notwiths tandi ng any o ther pro vision in this lcRSc, at an y tim e or frumtlme to time, the owner o f the soli or the Commissioner 
o f the General Lan t.l O CTice m ay, at tltc optio n o f e ither, upo n no t less than s ixty (60) t.lays notice to I he holt.lcr o f the lease , require that tl te paymen t o f any roya l lies 

accruing to such ro yal ty o wner uudcr this lease be mat.le in kind. The owner o fUae so li 's or the Commissioner of the General Land Office 's right to take lis royalty In 
kind shall not t.l iminish o r negate tlte owne r o f the so il 's o r the Counnissloncr oftl te General Land U nice's r!gllls or Lessee's ohllgallons, w hclhcr ex press or Impl ied. 
u nt.lcr this lease. 

7. NO UEUUCT IO NS . Lessee agrees thot all royalties accruing unt.lcr th is lease (i oc lut.ling those pnid in k int.l) shnll be witho ut deduction for the cost o f 
~. pro t.luc ing, g ath.erlng, s toring, separating, Ucatlng, dehydrAting, co mpressing, processing, lr nnspnt ting, At Ill nl hcr wisc mak ing the n il. gru 11nd u ther pootlucu 

here unt.lc r ready fur seclc or usc. Lessee ag rees to contpule tutti pay ro yalt ies on the gross value re ce ived, lncl trt.l lng any reitt tbttl sernents fur severance IMCS nnd 
pr oduct io n rclnlet.l costs . . 

8. PLANT fUEL AN U REC YC LEU 01\S. No royally shnll be payable un any gas as mny rcprc~cnl this lease's prn portionale shllle of lil l Y fire I us cello 
process gou pro duced hereunder In any proce, lng plant Notwiths tanding nuy other pro vision o f th is lea.~c . 11nd suhj cct to the written consent o f the owner of the suil 
ant.lthe Cu ntm lssloner o f the Ge neral Land O ffice, Lessee mny recycle gou for gu Ill\ r rn poses o n the lcMcll luerni~es o r fo r inJcctlu n lntr• any oil o r gn.~ pr nchrcing 
fon natlon underl ying t he lcasct.l premises afier the llqul t.l hydrocarbons contalnet.l in the gi\S have been rcmovet.l; no aoyalt les shall be pay11ble on the recrclctl gM 
u ntil it is pro t.luced and so lt.l o r used by Lessee ln a marancr which entitles the loyalty o wners to a royalty nude r this lease . 

9 . RU Y i\1.'1 y I'A Yilt E N rs i\NU REI'U irt s. i\11 roynllle~ IIIII In ke n lro kh lll s ltnll h e pnldtu the Cunnnls~ io ncr o ft he ( ic ncrol l.nn ol l>ll ice nl 1\u<llro. 
'I cxRS, In the fo llo wing manner: 

l'nyoucnt nf rnyalty o n pwtluctlo n of o il and g•~ sh all be a.s pr uvlcled In the rules set fo tth in the 'I cxn~ ltegi<ter. Rules cufte ntly prov lclc thnt ruyalty on o il !< clue 
and m ust be rec ei ve d In the General Lan d O ffice on or before the Slh day o f tl te sectmd month s ucceeding the mo nth o f pro t.luc tlon. and royal ty on gi\S Is due 1111cl 
mus t be reccl vet.l in the General LAnd Office on or be fo re the 15th t.lay o f doe secou t.lmonth !atcceed lng the month o f pro t.luc tion, Rccompnn iet.l by the affit.lnvil o f the 

owner, m anager or o lller authorized agent, co m pleted In the form Bll t.l mltltncr p1escribcd by the Genc1al Land O ffice and showing lht gross amounl aut.l t.lis pos ilion o f 
all uil 11nd g RS produced and lhe m nrkel value o f lhc o il ond gRS. togethe r with a copy o f all t.loeumc nts, rcco rcls or reports confirm ing the gross production. disposition 
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. ' 
':u;J market value including gas meter readings, pipeline receipts, gas line receipiS and other c hec ks or memo~antla of amount produced and put Into pipelines. tanks, 
m pnnls and gas lines or gas storage, and any other repcuts or recorcls which the General Land OITice may require to verify the gross production, disposition and 
murkel value . lu a ll cases the authority o f a manager or a~:cnt tu act for the Lessee herei n must be 111cd in the General I. and OITice Each royalty payment shall be 
accompanied by a check slllb, schedule, summary o r o lltcr remittance advice showing by the assigned G eneral Land Office lease number the amount o f royally being 
paid on euch lease . If Lessee pays his royally on o r before thirty (30) days aficr tlte royally payment was due, then Lessee owes a penally of 5% on the royally or 
$25.00, whichever is greater. A royally payment which is over th irty (30) days lace shall accntc a penalty o f 10% o f the royalty due or $25 .00 whichever is greater. 
In athlititln co a penalty, rnyalcies shnll accmc interest at a rate of 12o/o per year; such interes t will hegin accming when the ruyalty is sixty (60) days overdue 
Allidavics and supporting documents which arc not filetl when due shall incur a penalty in an amnunt set hy the General Land Office administrat ive rtt lc which is 
eOi:ccivc on the date when the allidavi ts o r supporting tlocumcnts were due. The Lessee shall hear ull rcspo nsihllity fnr paying or causing royallics to be paid as 
prucrihed by the due dale provided herein . Payment of the tlcllnquency penalty shall In no way operate Ill prohibit the S tole's right of forfeiture as provided hy law 
nnr uctco postpone: the dale on wh ich royalties were originally tlue. ·ntc a hove penally provisions shall not npply in cases of title dispute as to the S tate's po rtion o f 
the w yally or lu tha t por1ion uf chc royalty in d ispute: as to lulr mor ket value. 

In. (A) HESERVES, CONTRACTS AND OTII ER RECORDS. Lessee shall annually fumish the Commissioner of the: General I. anti OOice with 
its hesl possihlc: estimate of oil and gas reserves underlying this tense or allocahlc co this lease anti shall furnish said Commissioner with copies o f a ll contracts under 
which gas is sold or processed and all subsequent agreeme.ns uml amendments 10 such contracts within thir1y (30) days afier entering into or making such contrYcts, 
Ygreemc:niS o r umentlmcniS. Such contracts and agreements when received by the General Land Office shall be held in confidence by the Generall.and O Oice unless 
u llterwise authorized hy Lessee. All o ther eontrocts and records per1ainlng to the produecion, llansporls tion, sale ond marketing of the oil and gas produced on said 
premises. incltuliug the huuks outl accouuts, receipts a uti tlisclturges o f all we lls. tanks, pools. meters. and pipelines sholl at alltirncs be subject to inspection and 
cxumi natiurr lo y the Currunisslurrer uf the Gene: raJ l.utul ll llicc, the Allorney Geueral , tire ( iuvernor , or the representative o f any of them. 

(ll) PERMITS, I>IUI.I.ING HECOHIJS . Wrillcn notice o f all operations un this lease shall be submilletlto the Cunun issloncr o f the Ocncral 
l.antl OOice by Lessee or operator live (5) tlays before spud date, workover, re-entry, tempo rary abandonment or plug and abandonment of any well or wells. Such 
wrillen no tkc to the General Land On ice shall include copies o f Hailro~d Conunis~ion forms for applica:ion to drill. Copies of wciltescs, completion reports and 
plugging reports sha ll be supplied to the Gcnerall.and Ofiicc at the rime they arc fil ed with the Texas Railroad Commission . All applications, pennits, reports or 
other fili ngs that reference this lease or any specific we ll on the leased prem ises and that arc subrniued to the Tcxlli Railroad Commission or any other governmental 
agency shall inc lude the word "State" in Ute tit le. Additionally, in accordance with Railroad Commission rules, any signagc o n U1c leased premises for the purpose of 
identifying wells, tank ballcries o r o ther associated im provcmeniS co the land must a lso include the word "State." Lessee shall supply the Gcncrall.and Office with 
1111y records, memoranda, accounts, reports, cullings and cores, o r ocher information relative 10 the o peration o f the above -described premises, which may be 
reques ted by the Genera l Land Office, in addition to chose herein expressly provided for. Lessee shall have on electrical and/or radioactivity survey made on the 
bore-hoi~ section, from che base o f the surface casing 10 the to tal de pth o f well , of all we lls dri lled on tlte abo ve described premises anti shall transmit o lnre copy of 
th~lo~ J)f c:at:h survey on each well co the General Land Ofiicc: within fifieen ( 15) days aficr the making of said survey. 
• • • ••• 

• •• • (C) I'ENAI.TIES. Lessee shall incur a pena lty whcnc\·..:r repo rts, tlocumcnts or other materials are not filed in the Gencrall.and OITicc when 
ds'V;rh.:penalty for late filing shall be set by the Generall.and Onice administrative ru le which is c:n·cctive on the dace when the materials were due in the Genera l 
l.autLO ilicc . 

• • • • • • • II. DRY IIO I.E/CESSATION Of- I'RO DUC I'ION DURING PH I MARY TERM . If, during the primar y tenn hereof and prior co discovc,Y and production 
of t~l or ~as o n said land, Lessee shou ld drill a tlry hole or holes thereon, or if during the primary term hereof and aner the discovery anti actual production of oi l or 
g~•l:tllu•he leased premises such produccionchercofshnu ld cease from any cause, this lcMc shallnollennin ate if on o r before the expiratiOn of sixty (60) days from 
tl at.! of .!o~upl ~tion of said dry hole or cessatiou of product io n Lessee commences additionul drllliug or reworking o perations thereon, or pays o r tenders the next 
annuli delay rental in the same manner as provided in this lease. If, during the lase year of the primary lenn o r within sixty (60) days prior thereto, a dry hole be 
c~r!'le ted and abandoned, or the prod.tclion o f oil or g&S should cease for any cause, Lessee's righc.s shall remain in full force and effect without furl her operations 
un1iltlre•&piratinn of the primary term; and if Lessee has no t resumed productio n in paying quantit ies ac the ex piration of the primary tcnn, Lessee may maintain chis 
lease by conduct ing additional drilling or reworking operations pursuant to Paragraph 13, us ing the expirat ion o f the primary 1em1 as the dole of cessation o f 
production under Paragraph 13. Sho uld the first we ll or any subsequent well drilled on the ftbove tlcscribctlland be completed as a shut-in oil or ga.s well within the 
primary tenn hereof, Lessee m ay resume payment of the annual rental in the same ntanncr as provided herein on or before the rental paying dace follo wing the 
..:x pirutiun of s ixty (60) days front the date of completion of such shut-in oil or gas we ll anti upo n the failure co make such payment, this lease shall ipso facto 
tertr rinutc . If ut the cxpirulion uf the pr hnary tc:rm ur uny rime lhercaller a shuc -in oil or gus well is located tm the leased premises. payments muy be matle in 
uccnrdonce with the shul · in prov is ions hereof. 

12 IIHII .I .IN(i AN I> HEWOitK INCi AT EX I'IIlA'I II lN OF I'HIMi\H Y TEilM If. ut the cxpirurinn of the priruory term. neil her uilnur gas is hc iu ,; 
phnhocc•l •>rt >aitlluutl, hut I cS>ee is then eugagc•l in tlrillintJ ur rewtul.ing upcralinns thereon, th b lease >hullrcrnain irr Ioree su lung us operat ions t>rl said wellur li11 
drilling ur rewor king of uny additional well ure prosecutctl in guutl faith und in worktn<utlil.e n1unner without interruptions totaling n1ore than sixty (60) days during 
any une such operatio n , and if they result in the production of oil antllor gas, so lo ng therca fler as oil and/or gas is produced in paying quant ities fro m snid land, ur 
payrrrent of shut-in oil or gas well royalties or compensatory royalt ies Is made as pro vided in this lease . 

13. C ESSATION, DRILLING, AND REWORKING. If, aficr the expiration o f the primary ccnn, production of oi l or gas from the lensed premises, aller 
nttcc uhtained, should cease fr om 111ty cause. this lease shnllutll lenninate if Lessee commences adtlilionul dri lling o r reworking operations w ithin sixty (611) tlays 
uller such cessation, ami th is lease shall retnuin in lioll force anti effect li>r "' long a.s such operations continue in good faith and in workmanlike manner withnut 
iutcnuptinns hHuling mnrc than sixty (60) duys . If such thi lling or rewut~ttt1Jupcrntiuns result in the pwduct lun nfnil or gus. the leuse shall remuin in full force anti 
clfcct lirr su lung us oi l ur gas is produced fro m the lc:used prernlses In payi ng quuntilies or payment u l shut · in o il nr gas well royultic:s or paym ent of Ctrtnpemalluy 
royullies is mode as provided herein or as provided hy law. If the drilling or rework ing operatio ns result in the completion of a wcll11s 11 dry ho le. the lease will nne 
terminate if the Lessee conuncnces utltlitinnal drilling o r reworki ng u perations within s ixty (60) days aflcr the complet ion of the well as a dry hole, and this lease 
shall remain In clfec l so long us l .c:sscc: continues drilling or reworl:iug operatio ns in good faith and in a wo tkmanlike manner without interruptions total ing more 
than sixty (60) days. Lessee shall give wrillen notice to the General Land O tlicc within thirty (JO) days of any cessation o f production . 

14 S ll lJT-IN ltOYA I.TIIZS . f-o r purposes o f chis paragraph, "wc:ll"mcam any we ll chat has been assigned a well nu mber by the s tale agency having 
jurisdict ion over the pro ductio n o f o il and gas. If. ot any time <~ Ite r the expiration o f the primary ter 'm o f a lease that, until being shut in, was be ing mainta ined in 
lirrce untl e ll'ect, a well caruble o f producing oi l or go~ ir• ;>nying rtnnntilics is lncat.cd on the leased rrc rnises . hut oil or gas is nne being producetl for lack o f suitable 
pr ntluctitut facili ties or lack n f a suitnhle mnrkcl, then l . es~cc rnuy pay as a shut-in ni l or gas royalty ltrt anu>trrll equal to do uhle the annual rcnrol pwvitlctl in rite 
lcttse, hut nurl cs> than S l .21lll a yem fu r each wel l cnpahlc uf 1uotlucing oi l o r g<U in paying qunntirics ll l'arag.oph 3 o f th is lease docs not srccify a delay rental 
amtwnt , then lur the pwposo.:s u l I his paragraph, the tlc tay rent al tunnufll shu II be 1111e tlullar (~I 00) pe r acre: 1 o be e ffecti ve , each inilial slotrt · in oil nr gas rnyalt y 
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rnust he paitl nn ur hcfnrc : (I) the c11pilation of the primary term, (2) (iO days nllcr the Lessee ~cases to pw<lucc nil or gn.~ fwrn the leased premises. c•r"(.l) Ml tlays 
a ncr Lessee completes a tlr illing or reworking operation in accurdance with the lease 1•rovisions: whichever date is latest. Such payment shal l be made lllle·hal f (Ill I 
10 the Commissioner of the Uenernl Land Olrice and one·half (I n ) to the owner of the soil. I f the shut-in oil nr gas royalty is pnitl. the lea.~e shall be considered to be 
n producing lease and the payment shall extend the term of the lease for a period of one year from the end of I he primary term. or from the firs t <lay nf the month 
fulluwilrg the month in which production ceased. anti. a tier thai. if no suilahlc pruducliun f.1c llitics nr suitable market fur the o il ur gas ex isis. Lessee may cxlen<llhc 
l e l\.~e fo r four more s uccess ive periods of one ( I) year by paying the sarne 11moun1 each ycnr on or before I he e~pirnlinn of each slnn-in year 

IS. COMI'I::NSATOR Y ROYALTIES. If, <luring lhe pcriodlhc lease Is kepi in c iTcct by pnyoncnt nf lhc sh11t- i11 nilnr gns royally. oil or gas is suit! nml 
tleliveoctl in paying •tuantitics fr om a wclllucoled within one thousand ( I ,UOO) feet of the l en.~ctl prcmises nnd completed inlhe same producing reservoir. ur in any 
case in which drainage is occurring, tlte right to con1inuc to rnoiuLJin the lease by paying I he shut-in o il or gas royally shall cca~e. but tl1c lease shall remain effective 
for the remainder of the year for which the royalty has l•een pnitl. The Lrssee may maintain lhe lease for four more successive yen1 s by Lessee paying compcnsnlory 
ruynlt y nlthc wynlty rnle provicletl in lhc lease oflhc nrurket vnl uc nfpincluclion frc11 n the well causing lire tlrninagc ur which is cumplctecl in th,c snme prncluci ng 
reservoi r anti within one thnusnncl ( 1.000) feet of the lensed premise! I he cornpeusal<ll y t!lynlty is tct he paiclmu•rthly. unc·lull f ( tn) to the Cumrnlssiuncr uf I he 
ticncrall.ancl OOicc anti unc -half( ln ) to the uwncr •·' lhc soil. hq;i un ing '"' ur hcfiuc the lnst t.lny of the month following the month in which the uilm gas is 
plloclu,c tl front the well cnoc~ in~ lhc d< ninn~c 111 thai 1~ counpl•:lcd i•11hc ~n ouc procluci nt,: tcservuir nroclh.•·atc<l wilhin liiiC lhuusnml (I .IJIJU) li:c·t of lhc lcMcclpt~t ni<t· < 
lflhc curnpcnsnlmy royalty pnltl iu :111y 12-nwnth period is in an nouuunt less thou the arutual shut ·ln ull ot gi\S ruyal :y, Lessee shnll pay an amount cqual tct the 
diflercnce within thirty (30) days from tlte encl o ftlte 12-month period. Compensatory royalty payments which rue not timel y paid will accrue pcnolty anti Interest in 
accordance wi lh l'oragraph 9 o f I his lease. None of these ptorlsions will relieve Lessee of tltc ohligntion o i' JCOI!'JIInltle development nor the obligntion to chill offset 
we lls n~ prnviolerl in Te11n., Nnlurnl ltesour ees Code 52.173; huwcvco, nt I he tlctcrouinntiun of the Cuntntis~iunc; , nml with the Cmumissioncr'li wr ittcn nppwvnl. the 
pnymcnt nf cornpensntory royalties cnn satis fy the ohli gr.tion lo rldll ullsct wells. 

16. lt EI'A INEI> AC itEAGE. Nut withslauding nny pruvisinn uf lhis len.~c In lhc conlrnr y, nll~ r n wcllpr mlucing cor cnpnhle ufproduc inl( oil nr Jtn< hn< 
hccu C<ll nplc lctl toc< I he lensed pr cr 11ise.~. Lessee shnll exercise I he diligence nf n rei\Sclltnbly pruclcrrt uper:nm in tlrill irrg such ntlclitinnnl well nr well~ n.~ ntny he 
r c:1.~nnnhl y ncccssnry f()r I he pruper developroe nt of I he lensed prcruiscs nml in markctirrg I he IHuthrction thereon. 

(A) VERTICAL. In the event th is lease Is In force 11itd clfecl two (2) years nfler the expiration dole of the primnry or extended term it shnlllhen lerminnlc 
as to nil of the leased premises, EXCEPT (I) 40 acres surrounding cnch oil well cnpnhle of produciug in pnylng quantities and 3211 acres sunountling each gns well 
capable of prollucing in paying quantities (inclurling a shut-in nil or gn< well as provided in l'nr ngonph 14 her en f) . nra well upon which Lessee is then cugnged in 
cuutinuous drilling o r reworking operations, or (2) the nunrltcr of ac res included irr a producing pool eel unit pursomnt lo Texn.~ Nnlurnl Resources Code S2. 1 S I -
S2.1 S3, or (J) such greater or lesser number of acres as may then be allocaled for production purposes to a proration unit for each su•·h producing well under the rules 
anti regulations o flhe Rallrond Commission of Texas, or any successor ngcncy, or other governnrcnlnl authority having j urisdiction. I fat any lime afler lhc effective 
rlnlc crf the pnrtial terrninntion provisions he1cnf. the npplicnbl e Jie ld rul e~ nrc charogccl or the well nr wells lncnlccl lhereon nrc reel ossified ~o llrnt less ncrcnge Is 
thcrcaller allocated to said well or wells for produc tion purposes, this lca.~c shall llrereu pun terminate ns to nil ncrca(!C uot thcrcoflcr allocalcdlo sold well or \\ells for 
pro4u~n purposes. Notwithstanding the tenn inalion of tlris lease as to a portion oflhc lands coverer! hereby. Lessee shall nevertheless continue to ha ve the right of 
ingr1ts.1• •and egress rrom the lands still suhject to this lease fnr nil purposes described in l'nrag•nph I hereof. together with en.~emcnts and rights -of-way for ex is ling 
wntlf.wsting pipelines nnd othe r ex isllng facilities on, over nnd ncr o~s alllhc lancls clcscrihctl in Pnrngrnph I hcrco f("lhc rctninedlamls"). fo r ncccss to nrul frumlhe 
J et!l~t'" h0tds and for the gnthcring or tt ausportation of oil, gas aud o lhcr minerals pruduccd frum the rctaiuecllands . 

• 
. (n) IIORIZOPJTr\L. lu tlte e•e11t thiJ lek'te bt i.t furee flntl e~l=eet '" e (2) )etu3 RAt4t the 1111 i11ni~~tn ''~•• 11rthe r'lit n 3 JF • 111 Jt I 11 't•l II f ,, ct 

le•.-tJeMII' 19 All s.lcpllu; bcly"' 100 f11cllH~Inw tht u;~ .... • (~,., , , eltillot (ltoninaAer "' thtlll ' tlllt!") i c: ole ellloatted u:; ::cceagc :ctui::cd in l'muga:pl: 16 (l\J 

::::u.;~;~:~: :;~: ;::~~~:;~~;::~-.~:~;::r:;:::;:r::~~::::, i: ::: ~:~~;::r:;::;;,;,:ts~:::::~t:~~;': :: ~::~ ::;r;, t;::~~~ ::::d 
•cuuTuarj:;~ s hell he cfclayccl Cur on aclclitja npl pede" g f t v rg (2) )'£2 '£ and co 'one 'hes·a 0 ·' as ul' · 8' ' in 1 r ltrea.a in 1 I) iun ;tr trttitiea fum:: such tlttjiCI depllis 
en e ere•tt It)' th is hll5t 

•• • • • .. ,C) ID ENTIFICATION ANIJ FILING. ·n,e surface acrcuge retained hereunde r as In each well shall , as 11~01 ly as practical, be in the form of a squnre wilh 
the well locAted In the cenler thereof, or such other shape as may be approved by the Commiss ioner of I he General Land Olnce. Within thirty (30) days a(\cr pallial 
termination of th is lease as provided herein. Lessee shall execute ond rccorC: a release or releases cuntain iug a satisfactory legal description of the ac reage nndlor 
tlcplhs not retained hereunder. The recorded rel ease. or a certified cupy of snmc. shall he filed in the Gcnc rall.nud Office. accompan ied by the filing fcc prescribed 
hy the Oencral Lnnd Office rules In effect on the date the rclcnsc Is fil ed If Lessee fail s or refuses to execute nn d record such release or releases within ninety (90) 
days nllcr being requcslctlto do so by the Gcnernl Lrutd Office, then lhe Commissioner at Iris sulc discretion mny designate by wrillcn instrurncnt the acreage nncVur 
depths Ill he 1clenscd he reunder anti record such Instrument at Lessee's expense in the cuunl y or coun1ies where lire lci\Se is lucnted and in the o fficlnlrecord~ nf lhc 
Generall.antl OITice anti such clcs lgnnlion shall be binding upon Lessee for all purposes. 

17. O FFSET WELLS. Neither Ute bonus. delay rentals, nor wynlties paid, or to he paid. under lhis lease shall relieve Lessee of his obligation to protect 
the oil nnd gas under the ahovc-tlcscrihetlland from being drainetl Lessee, sublessee. receiver ur olhcr agent in cuntrnl of the lensed p' erniscs shAll d1 ill a.~ many 
wells n.~ lite fncts may justify ami shallu~e appropriate mcnns nnrl drill to A depth neces~ary 111 prevent undue d1ainnge of o il nnd ga~ from 11te leased premises . In 
oddilion, if o il ontllor gas should be produced in commercial qnw titics wilhin 1,000 feet of the leased premises , or in ru1y cMe where the lcl\.Sctl p remises is being 
drained by produclion o f oil or gas, the Lessee, sublessee, receiver or other agent in corllro l of the lcl\.Sed premises shall in good faith begin the drilling of a we ll nr 
wells upon the leased premises within 100 tlnys afler the draining well or wel ls o r the well or we lls co11tpletetl withi n 1.000 feet of the leased premises start pruduciug 
In commercial CJuonlilies anti shall prosec ute such drilling with dili gence. Failure lo sntisfy the stot111ory offset uhligalion mny ~ubjcct this lease nntl the nwuer of I he 
soi l's agency riglll!i to fo rfeiture. O nl y upon the dcternrinalion of the Connni~sioner of the ( ie ucrall.nnd O ll icc ami wilh his wriucn nppwvalmay the ttn)•menl nl 
cmnpc11sntory royally under applicable statutory poJameters satisfy the obligalion to dril l an oiTsct well or wells required under lhls paragraph. 

18. FORCE MAJEUitE. If, nflcr o good faith effort. Lessee Is prcve111cc1 front e<>11tplyi11g wilh nny express o r lrnpllecl covcnnnt of this lei\Se, frnm 
cunducllng ch illing opcralions on the leased premises, •)r f:omproduc;ng n il o r gas from the lensed premises by reason o f wnr, rebellion, rio ls, slrikcs, nets nf<iod, or 
nny valid order, rule or regulation nf gove1nrnent authority, then while so prcvenlcd , Lessee's uhligallon to comply with such cnvennnt shnll be suspcmlcd nncll cs<cc 
shallnol he liable fm d:11nages for failur e to comply wi'h SIICh cnven nnl~; ad<li liona ll y. this lease shnll be cxlcndetl whi le Lessee is prevenlctl , by any such cnuse. 
from cunchrcting drillin g nntl reworking operations or fmm producing n ll ur ga.~ from lhc lcn~eclpremlscs . lluwever. nnlhlng lnlhis pnrngraph shnll suspend the 
payment o f delay rcnlals in order to rnnirrtoin this lease in c ffe r l tlu1ing th= prirnary term in rl re absence of sud• ~tr illing or reworking operations o r production oJ o il 
or gRS. 
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19 WARRANTY CLAUSE. The o wner of the soil warranlS and a~:recs to defend title to the leased premises. If the owner of the soil defaults in 
pa)•mcnts oweLI nn the leased premises, then Lessee may redeem the righlS of the owner of the soil in the leased premises by payin~ any mongage, taxes or other liens 
•HII hc: leii.Sed ptcrniscs. If Lessee makes payments .>rr behalf of the own~r of the suil under this p111agraph , Lessee may recover the cost of these payments frurnthe 
rental and royalties due tJrc owner of the soil. 

20 (A) PROPORTIONATE REDUCTION C LAUSE. If the owner of the soil owns less than the entire un•livided surface estate in the abo ve 
•lc•crihelllund, whether ur nul l.essc:e's interest is specified hc:rcin. then the w yaltics arul rr nH1l hcr.., in pruvldcd to be paid to the o wner of the soil shull be paid to him 
in the prupurtiun which his intc:rcs t bears to the entire undivided surface estate and the royalties 1111d rental herein pro vided to be paid to the Commissioner o f the 
Clenerall.and Office oftJ1c S tate ufTexas slrall ,be likewise pro ponio natcly reduced llo wcvcr, befo re Lessee adjusts the ro yalty o r rental due to the Commissioner o f 
the General Land Ollice , Lessee or Iris anllrnrlted rcprescmarive must snbmit In the Commissioner of the <iencral Land Office a written statement which explains the 
•liscrcp.ur•·v hetween the Interest purportedly leused nuder this leii.Se amlrhe actuallnterestuwned by the uwncr of the so li. The Commissio ner ufthc CieneraiLanrl 
I l llicc >h.oll be paillr hc vuhre nf rhe whu le prmlucrlnu allocrsble to any undivided lrucrestuot co vered hy a lease, less the propnllloualc dcvc lupoucut and pruolucrlou 
cust ullocuhle to such undivided Interest. llowevcr, In nu event shall the Commissioner o f the Clcncral l.and Office receive as a royalty on the gross prnduction 
allucablc ro the undivided Interes t nut leased 1111 amnonol less !loan the valnc o f onc-s ixrccnlh ( 111 6) o f such gross produc tion. 

(0) REDUCTION OF PAYMENTS. If, during the primary tcnn, a port ion o f the land covered by ll1is lease is included within the bo undaries 
nf a pnokd unit that has been approved by the Sehoul Land Doard and the owner of the soil in accordance with Natural Resources Code Sections S2.151 -S2.154, or 
if. at any lim.: uller the expiration oflhe primary lcnn or lhe extended tcml, this lease co vers a lesser number o f acres than the to tal an1oun1 described herein, 
payments that arc made on a per acre basis hereunder shall be reduced HCcurding to the number of acres pooled, released, surrendered, nr otherwise severed, so that 
payments tletennincd on a per acre basis under the terms o f this lease tluorng the primary term shall be calculaletl based upon the number of acres outside the 
boundaries of a pooled unit, or, if after the expiration o f the primary lcnn, the number o f acres acllrally retained and covered by this lease. 

2 1. IJS E OF W AT£ H. Lessee shall have the right to usc water produced on said l»nd ncccssa.ry for operations under this I eliSe except water frurn wells or 
tanks uf the owner of the soi l; provided, however, l .~ssee shall not usc IJ<llable water or water suitable fo r livestock or irrigatio n purposes for waterOood operations 
without the prior consent of t he owner of the soil. 

22 . AlJTI IORIZED DAMAGES. Lessee shall pay the owner o flhc soli fo r damages caused by its operations to al l personal propcny, improvements, 
livestock and cro ps on said land . 

23 . PIPELINE DEI'TII. When requested by the owner of the so il, Lessee shall bury its pipelines below plow deplh. 

• • • • • • 24 . WELL LOC ATION LIMIT. No well shall be drilled nearer lhnntwo hundred (200} feet to any house or bam now on said premises witho ut the 
w,.lldll•co nsent o f the owner of the soil. 

•••• 
• • • • : 25. PO LLUTION. In developing ll1is area, Lessee shall usc the highest degree o f care and all proper safeguards to prevent pollution. Without limiting the 

lor«:«uin~:. pollution nf coastal wetlands, natural waterways, rivers and Impo unded water shall be prevented by the use of co ntainment facilities sufficicnlto prevent 
spillage,o5ccpage or ground water contamination. In the event o f pollution, Lessee shall usc all means at its d isposal to recapture all escaped hydrocarbons or o ther 
p~O r.t•a1,tand shall be respo nsible for all damage to public and private propcnics. Lessee shall build and maintain fences around Its slush, sump, and drainage pits 
anll ~nk.,l>aucries so as lo prolcctli vcstock against loss, dantagc or Injury; anti upon completion or abando nment of any well or wells, Lessee shall niland level all 
s ll111r T161C arul ccllnrs Hnd completely clean up the drilling site of all nrhbish thereun. Lessee shall, while co nclucllng operatio ns on I he leased premises, keep suld 
prer11iscs free of Hll mbbish, cans, bo ules, paper cups or garbugc, and upon completion of operations shall resto re the surface of the land to as ncar its original 
cg~dit ion and contours as is practicable. Tanks and equipment will be kept painted and presentable. 
• • • • •• 

26. REMOVAL OF EQUIPMENT. Subject to limitations In th is paragraph. Lessee shall have the right to remove machinery and fi xtures placed by 
Lessee on the leased premises, including the right to draw and remo ve casing, with in o ne hundred twemy ( 120) days after the expirat ion o r the rennlnarlon o f this 
lease unless the owner of the soil grar11S Lessee an extensio n o f this 120-day period. llowever, l.c:ssec may not remove casing from any well capable o f producing oil 
and gas in paying quantities. Additio nall y, Lessee may not draw and remo ve c asing until after thirty (30) days wrincn notice to the Commissioner o f the General 
Land Onice and to the owner of the soil. The owner ufrhe so il shall become the owner o f1111y mach inery, fi xtures, or casing which asc not timely removed by Lessee 
ur1dcr the terms o f this paragraph. 

27 . (A} ASS IGNMENTS. Under the conditions contained in this pa.ragraph and Paragraph 29 o f this lease, the rights and estates of either pany to this 
lease rnuy he ass i~:llcd , i11 whole o r in pon, ond the pruvisinns of this lease shall e xtend lo and be binding upo n their heirs, devisees, legal representatives, successors 
uo11l ussit;llS lluwcvcr, u chouogc ur tlivislon inuw10c1>hip nfthe lund, rcnluls, o r ruyrshlcs will nul e11laogc the: obligaliuns of Lessee, tllonlulsh the rights , pd v ll c~;es 
uoul es tates ofl .csscc, iollllulr the eOC:ctiveness o l cny t•uyollelll 111utle by l .essce o r lnlpHir the c flecrivc11ess o f ony ucl perfo rmed by l .essee. Alld no chun~:c or 
division innw11crshlp of the land, rentals, or royalties s l:oll bind Lessee for any purpusc unrilrhilly (JU) days allcr the owner of the soil (or his heirs, dcvlsces, legul 
rcpo cscruatives o r assigns) furnishes the Lessee with satis facto ry wrillen evidence of the change in ow11ers lr ip, including llrc original reco rdctlrnnnlmenrs uft itle (or a 
ccrtilictl copy of suc h o riginul) when the ownership chungcd because of a conveyance . A total ur prsrtial t:.Ssignrnent of this lease shall , to the extent ufthc Interest 
assigned, relieve and discharge Lessee of all subsequent obligations under lhis lease. l flhis lease is a.ssigncd in its entirety as to only pan of the acreage, the right and 
option tu pay rentals shall be apportioned as between the several owners ratably, according to the area o f each, and failure by one or mo re of them to pay his shore of 
I he rtntal shall not affect this lease on the part of the land upon which pro rata rentals arc limcly paid or tendered ; however, if Lhe assignor or assignee does no t nlc a 
ccu ilictl copy of such assignment In the Gcncrall.und Onicc before the nex t rental paying date, lhc cnlirc lease shali lcm tinate for fai lure lo pay the cnlire rental dnc 
unde r Paragraph J . Every assignee shall succeed to ull rights and be subject to all obligations, li abilities, and penalties owed to the State by the original lessee: or any 
prior assignee o f the lease, Including any liabilities to the State fur unpaid royalties. 

(D) ASSIGNMr:iNT LIMITATION. N otwithstartding any provisio n In Pasagraph 27(a). if the owner of the soil acquires this lease In who le o r in pan by 
assignment without the prior wrillen approval of the Commissioner o f tltc General Land Office. ll1is lease is vo id as of the time of assignment and the age11cy po wer 
o f the owner may be forfeited by the Commissio ner. An assignment will be treated as ifit were made to the owner o f the so il i f the assignee is: 

(I) a nominee of the o wncr o fthe soil ; 
(2) a corporation or subsidiary in which the owner o f the soli is a principal stockholder or Is an employee of such a co rporatio n o r subsidiary; 
(J) a pannership in which the owner o f the soil is a panner or is an employee o f such a pan nership ; 
(4 ) a 111inc ipal stockho lder or emplo yee o f the corporation which is the owner o f lhc: soi l; 
(S) a partner o r employee in a r artncrsh ip which Is the o wner of t he soil; 
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({,) nli<Juciary fur the owner uf llte soil ; includi ng bulnol limited to n gunrdinn , 11u~ lcc. cxecuwr, admi n i~lrnlnr. receiver. m cnn~'c • vnltu tni the 
owner of the soil : or J , 
{7) 8 family member of the owner of lhe soil or related \b Ute owner

1

bfthe soi l by ma1rioge, blood, or adoption. 
28. IU!LEASES. l}nder Ute eondilions ec ::11ained in this paragraph and Paragrnph 29, Lessee mny al any lime execute and deliver 10 I he owner of I he soil 

1111d place nfrecurd a release or releases covering 1111)' por<lun or portions of the leased prcnliscs. and lhcrehy su1rcnder this lease a.~ to such pmtinn or port ions. nnd he 
relieved of all subsequent obligations as to acreage sunendered. If any part of this lease is properly sunendcrcd, the llelay rentnl due under this lease shall be reduced 
by the proportion that the suucndcred acreage bears to the acreage which was covered by this lease immediately prior to such sunender; however. such rel ease will 
not relieve Lessee of any liabi lities which may have accrued u:tder this lease prior 10 the suucnder o f such acreage. 

29. fiLING OF ASSIGNMENTS AND RELEASES. If all or lillY pan o f this lease is assigned or released, such assignment o r release must be recorded in 
the coun ty where the land is situated, rutd the recorded instrument, or a copy of U1c rec01dcd htslnnncnl ce1 tilicd by the County Clerk of the co unty in which the 
instrumen t is recorded, must be filed in the Genernll.ancl OITice within 90 days of the last execution dAle nccnmpanicd hy the ruescrihed liling fee. If any such 
assignment Is not so filed. the rights acquired under this !eliSe sholl be subject to fo1feilu1c Btthe option o f the Connnissioner of the Oencrnl Loud Olliee. 

JO. IJISCl.OSURE CLAUSE. All provisions pertaining to the lcDSe of the abnve-dcscrihedlnntl hnve he en included in this inslttmtent, including the 
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the p;utics. Any collatcralagrccmenls concern ing the 
development of o il and gas from the leased premises which arc not contained in this lease render this lease invalid. 

3 1. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the Stale's interest in the leased 
premises. When the interests of tire owner of the soil conflic t willr those of the Stale. the owner of the so il is obligated to put U1e State's interests before his personal 
interests . 

12. FOill'EI'It JilE. lf l.cssce sh11ll fnll or refuse 111 111nke rhc pnyn1ent nf11 ny su111 wlthln thhty clnys niter It heccuuc~ rluc, "' i ll.cs~cc m nn nulln<li1r d 
111\ellt ~huuld knowingly 11111ke ""Y fnl~e return ur f11 lsc rcpcul CIIIICcrning p111tluc1lunur ch illing, 111 if I rs~cc .~hnll rAi l ru rclil~c 111 chill nuy ull~cl well nr well ~ in p, tuul 
fai th AS rcr1ui1ed hy lnw Anrlthc rules nnd regulat ions atlnplcd hy the Connnissloncr u fthc Ocnernll.nml Otlicc, or ifl.cssce should foil tn lilc rcpurl.s in the mnnncr 
required by law or fail to comply with mles and regulations promulgated b)1 the General Land Office, the School L11nd Board, or the Railro ad Commission, or if 
Lessee should refuse the proper authority access to I he records pertaining to operat ions. or If Lessee or nnlluthorizcd agent should knowingly fail or refuse 10 give 
correct inforination to the proper aut hori ty, or knowingly fail or refuse 10 furnish the General Land OITicc n corr ect lug o f nny well, or if Lessee shall knowingly 
violate any of the material pro visions of this lease, or If this lease is assigned and the assignment is not fil ed in the General Land Office liS required by law, the rights 
acquired under this lease shall be subject to forfei ture by the Commissioner, and Ir e shall forfeit same when sufficiently infomtcd o f the facts which authorize a 
forfeiture, and when forfei ted the area shall again be suhjcct to leose under the tcr111s of lhe Relinquishmeut /\ct. llowever, nothing herein shall be construed as 
waiving the automatic termination of this lease by operation of low or by rei\Son of any special llmiteriou 11rising hereunder. Forfei tures "'"Y be set BSide and this 
lease and all rights thereunder reinstated before the rights o f another intervene upon sntisfnctory evidence to the Commissioner of the General Land Office offutu te 
conUJI'Iwce with the (n o vis ions of tire law and of U1is lease rutd the rules aud regul ations thAI mny be adopt eel rcl ~ t ivc hereto. 

• • • • •• • •• • )) . LI EN. In accordance with Texas Naturnl Resources Cndc 52. 1 J (, , the Stnlc shnll hnvc n fir st lien upon nil oil and gns prorlr1cecl from the arcn covered 
by~~ij'ltEOc to secure payment of all unpaid royalty and other sums of money that may become due under this lease. Uy acceptance o f this lease, Lessee grnnts the 
State,Jn addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory lien, an express contractual lien on and security 
interest in .,all leased minerals in 1111d cxt.ractcd from Ute leased premises, all proceeds which may accmc to Lessee from the sale of such leased minerals, whether such 
prl~Qt~c held by Lessee or by a third party, and all fixtur es on and improvements to the leased premises used in connection with the production or processing of 
sucl .. lcascd minerals In order to secure the payment o f all royalties or other amounts due or to bcconie due under this lease and to secure payment of any damages or •• • lose that 1-~ssor may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or implied. This lien and security interest may be 
foreClosed with or without co urt proceedings In the m;umcr provided in Ute Title I, Chapter 9 of Ute Texas llusincss and Comntcrce Code. Lessee agrees that the 
Conmrissloner may require Lessee to execute nnd record such instruments as may be reasonably necessary to acknowledge. auach or perfect this lien. Lessee hcrehy 
rcplc~1nts that there nrc no prior or superior liens ruising from and relating 10 Lessee's activities upon the above-descri bed property or from Lessee's acquis ition o f 
thiflcas~~~hould the Commissioner at any time detennine lhntthis rcprcsen1111ion is not true, then the Commissioner may declare tins lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby grruttcd the right to pool or unitize l11c royally inlerest oflhe owner of the soi l under lhis lease wilh any other leasehold 
or mineral interest for the exploration, devclopmcntrutd production of oil or gas or eilher of them upon lhe same lemts as shall be approved by I he School Land 
lloartl rutd the Commiss ioner o f Ute General Lrutd Office for the pooling or unitizing of tltc interest of the Stale under tltis lease pursuant to Texas Natural Resources 
Code S2.151·52.1SJ . The owner of the soil agrees that the inclusion of this provis ion in this lease satisfies the execut ion requirements staled in Texas Nat ural 
Resources Code 52. 152 . 

JS. INDEMN ITY. Lessee hereby relenses anti dischnrgcs the Stale ofTcxas nEe.! the owner uf thc soil. their o fliccrs, employees, partners, agents, 
cnnlroctors, subcontrnclors, guests, invitees, nnd I heir respective successors and assigns, o f and fr om nil nnd nny actions and co uses of action of every nature. or other 
harm, including cnvirornnentnl horrn, for which recovery of damages Is sought, including, but nnt I irnited lo, nil losses and expenses which arc caused by the 
activities of Lessee, its officers, employees, and agents arising out of, incidental to, o r resulting from, the operations of or for Lessee on Ute leased premises 
hereunder, or Utatmay a.rise out o f or be occBJloncd by Lessee's breach of any of Ute tem1s or provisions of this Agreement, or by any other negligent or strictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, defend and hold harmless Ute State of Texas and the owner of the soil, 
their officers, employees and agents, Utclr succcssou or assigns, against any and all c laims, llnbililies, losses, damages, actions, personal Injury (including death), 
costs and expenses, or other harm for which recovery of damages Is sought, under MY theory Including tort, contract, or strict liability, including allorneys ' fees and 
other legal expenses, Including those related to environmental hR7.ards, nn the leased premises or In any way related to Lessee's failure 10 comply with any and all 
environmental lows; those arising from or In any way related to Lessee 's operations Qr any other o f Lessee's activities on the leased premises: those arising from 
Lessee 's usc of the surfncc of the leased premises; and those that may arise out of or be occasioned by Lessee 's breach of any of the tcrnrs or provisions of this 
Agrccnrcnl or any other act or ornls~lon of Lessee, Its directors, officers, employees, partners. agents. contractors, subcontractors. guests, invitees. and their respective 
successors and assigns. Each assignee of this Agrccrncnl, or an intercsl lhcrcin , agrees to be liable for, exonerate, indemnify, defcncl and hold harmless the Stale of 
Texf\S and the owner of the soil , their officers, employees, nnd agents in Ute some nmnncr prov ided nbovc in connection with the activities of Lessee, its officers. 
employees, and agents as described above. EXCEPT AS OTII EitWISE EXPRF.SSLV 1.11\IITEil II F:REIN, ALL OF T il E INUF.I\INITY O ni .IGATIONS 
ANU\Oil LIAIIII.ITI F:S ASSUI\IIW UN DEll Til F. T Eill\lS Of T illS AGitF.EI\ IENT SII ALI. BE W ITIIOlJT LII\IITS AN U W ITIIOliT RE<;A ttll TO 
Til E CAUSE O il CAUSES T II ER EOF (EXCLUUI NG PRE-EX ISTING CONDITI ONS), S rtU C'I' LIABILITY, OR T il F. NEGLI GENCE OF ANY PAit 1 y 
O R I'AilTI F.S ( INC I.IllllNG Til F. NF.GI.IGENC F. Of T il E INUEI\INIFIEU PAilTY), Wll f.TII ER S UC II Nf.C; I.IGENCE ll E SOLE, .I O INT, 
CON('lllt lt ENT. AC: I'I VE. Olt I'ASS IVF.. 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



~ . 
36. ENVIRONMENTAL IIAZARDS. Lessee shall usc the highest degree of care llld all reasonable safeguards to prevent contamination or pollution of 

any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface sltata. ambient air or lilY other environmental medium 
in, on, or under, the leased premises, by lilY waste, pollutllll, or contamlnllll. Lessee shall not bring or permit to remain on the leased premises lilY asbestos 
fOnlaining materials, explosives, toxic materials, or substlllCCS regulated as hazardous wastes, hazardous materials, hazardous substlllces (as the term "Hazardous 
Substlllce" is defined in the Comprehensive Environmental Response, Compensation llld Liability Act (CERCLA). 42 U.S.C. Sections 960 I , et seq.), or toxic 
substlllccs under any federal, state, or local law or regulation ("llazatdous Materials"), except ordinary products commonly used In connection with ollllld gas 
exploration llld development operations llld stored In the usual manner and quuultles. LESSEE'S VIOLATION OF THE FOREGOING PROIIIBITION 
SIIALL CONSTITUTE A MATERIAL BREACII AND DEFAULT HEREUNDER AND LESSEE SHALL INDEMNIFY,IIOLD IIARMLESS AND 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM ANI> AGAINST ANV CLAIMS, DAMAGES, JUDGMENTS, PENAL TIES, 
I.IADII.ITIES, ANU COSTS (INCLUDING REASONABLE ATTORNEYS' FEES ANI> COURT COSTS) CAUSED BV OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROIIIBITION OR (II) TilE PRESENCE, RELEASE, OR DISPOSAL OF ANV IIAZAROOUS. MATERIALS ON, 
UNDER, OR ABOUT THE LEASED PREM£SES DURING LESSEE'S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SIIALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY IIAZARDOtiS MATERIALS IN, ON, UNOER, OR ABOifTTIIE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITII TilE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SIIALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE TilE STATE OF 
TEXAS AND TilE OWNER OF niE SOIL WRITTEN NOTICE OF ANY DREACII OR SUSPECTEO DREAC II OF TillS PARAGRAPII , UPON 
LEARNING OF TilE PRESENCE OF ANY IIAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIALS WIIICII MAY AFFECT THE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 
HEREUNDER SIIALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. Tills lease is Issued under the provisions of Texas Natural Resources Code S2.171 through S2. 190, commonly known as the 
Relinquishment Act, llld other applicable slatutes llld amendments thereto, llld I filly provision In this lease does not conform to these statutes, the slatutes will 
prevail over lilY nonconforming lease provisions. 

38. EXECUTION. This oilllld gas lease must be signed llld acknowledged by the Lessee before it is filed of record In the county records llld In the 
General Land Office of the State ofTexas. Once U1e filing requirements found In PBiagraph 39 of this lease have been satisfied, the effective date of this lease shall 
be the date found on Page I . 

• • •• • 39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the County 
cTCifk;lt any county in which all or any plllt of the leased premises is located, and ccrtlned copies thereof must be filed In the General Land Office. This lease is not 
efffOIM until a certified copy of this lease (which Is made and certlned by the County Clerk from his records) Is filed In the General Land Office In accordance with 
T~-•N~ural Resources Code 52.183. Additionally, this lease shall not be bind ing upon the State unless It recites the actual and true consideration paid or promised '': i~::r ,,,.,, ,,M, Tho •""' '"' .. ~.~~=Tm''"' '"'h " " '"'' oopy, ,h, o'"'"' ""' om". 

• • BY: ClAY JOHNSON 
• • • • •• 

TITLE: __ -...,r-----:~.-.JJr+l~------, /.,..($; 
DATE: __ LP~==----___;-=---------

STATE 01' TEXAS 

BY:.~--~---...,~~~-~-...,----­
Indivlduall y and as agent for the State of Texas 

Dale: _______ _ _________ _ 

STATE 0 1' TL:XAS 

OY:-:-:---:-:-~----::---:---::----:=-----­
Indivldually and as agent for the State o f Texas 

Date: _________________ _ 

STATE OI'TEXAS 

DY:-:-:---:-:-...,~--~-...,----:~-~------­
Ind lvidually and as agent for the State ofTexas 

Date: ______________ ___ _ 

True and Correct 
copy of 

Original fi led in 
Reeves County 
Clerks Office 



STAT!! OF . ------------------------- (CORPORATION ACKNOWI.EOGM f;NT) 

COUNTY 0 1' _ ___ _ _____ _ 

DEFORE ME, the undersigned authority, on this day personally appeared, ______________________________________________ _ 

known to me to be the person whose name is subscribed to the foregoing instrument. a.s _________________________________________ of 

. . 

~~--------~------------~------~~~----~----------------~~~~~-~d acknowledged to me thatheexecuted thesarne 
for the purposes ~d consideration therein expressed, in the capacity stated, and a.s tJ1e act ~d deed of said corporation. 

Given under my h~d ~<!_seal of office this the _ _ __ .day of ____________________ -' 19 __ . 

Notary Public In and for ----------------------

STATE OF,_------------------ (CORPORATION ACKNOWLEDGMENn 

COUNTY OF _________________ _ 

DEFORE ME, tJ1e undersigned authority, on this day personally appeared ___________________________ __________ _ 

known to me to be tJ1e person whose name Is subsc.ribed to tJ1e foregoing instrument. a.s _______________________ of 

~-----------------------~-----------------~d acknowledged to nlethMheexecu~dtJ~s~le 
for tJ1e purposes and consideration therein expressed, In tJ1e capacity stated, ~d a.s the act and deed ? f said corporation. 

Given under my h~d and seal of office this the ____ day of ___________ -' 19 __ . 

• •• • • • ••• 

Notary Publ ic in and for------------

STA~~~--~~====------------•• . (INDIVIDUAL ACKNOWLEDGMENT) 

COUN?Y OF ____ MI __ D_LAND ______________ _ 
t 

•••••• 
• Dtfore me, the undersigned authority, on this day personally appeared_~_..,C_l ... a"'Y'y--"'J~o.e.hn~soo!.o~n!,__ ____________ _ 
•• • 

known"'o nfe' to be the persons whose names are subscribed to the foregoing instrument. and acknowledged to me that they executed the same for the pu rposes and 
considerltion therein expressed. 

l"" ""~'" '"'" my hond ond " "I of offi"< D>b "" ;;), ~ doy of ~ , 19__:9_8"-----

STATE OF :r:e)<V1- S 
COUNTY OF J)M 1;. 5 

, ~~· l'fJ MONICA MARLOWE 7ftlri 
~~ NOTARY PUBLIC . . /f" J J.!n /J 

1~\ JP. j~ State of Texas Notary Public m and for__.~_..__ ______ _ 

-!. ~_39' Comm. Exp. 10-30-99 
•• •••• • •• (INDIVIDUAL ACKNOWLEDGMENT) 

Defore me, U1e undersigiled authority, on this day personally appeared Angela Dawn Watkins Part en 

known to me to be the persons whose names are subscribed to U1e foregoing instrument, and acknowledged to me that they executed the same for the purposes and 
consideration therein expressed. 

Given under my hand and seal of office this the. __ __;l_y_,_ ____ day of ____ --:~7'' t"'1-"'9."t-=P---,4-f.,-i/(--"'7d¥------J• 19__,9"-8=-----

Notary Publ ic In and for_oo~-J_,fM,='--'-'J ___ _ _ _ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



,. . ' : 
' .. $ • • ' ,. 

EXH l BJT "A" 

ATTACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
Jl . JE 3, !998, BY-AND BETWEE ANGELA DAWN WATKI S PARTE , AS LESSOR, 
AND CLAY JOHNSON, AS LESSEE, AND COVERTNG THE WEST-HALF (W/2) OF 
SECTION 2, BLOCK 58, PSL SURVEY, REEVES COUNTY, TEXAS 

If, at the expiration of the primary term hereof, this lease is being held by production or a 
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or 
on lands pooled therewith, or Lessee has completed a well as a dry hole or shall have commenced 
a well within 1 80 days prior to the expiration of the primary term hereof, L essee agrees to 
commence a continuous drilling program on said lands, or on lands pooled therewith, within 180 
days after the end of the primary term hereof or within 180 days after the completion of drilling 
operations being conducted on said land, or lands pooled therewi th, at the end of the primary term 
hereof, whichever is the later date; and thereafter carry on the continuous drilling program until all 
proration units have been drilled, allowing not more than 180 days to elapse between the 
completion of one well and the commencement of the next succeeding well. Should Lessee fail to 
commence the continuous drilling program or subsequently default in the performance thereof, 
then in either event, this lease shall terminate as to all lands covered hereby, save and except for 

••• the proration units surrounding each well then producing, capable of producing or upon which 
•. • •• • operations are being conducted. The term "prora tion unit" as used in this paragraph means any 
• ••:• . acreage designated as a drilling unit or production unit in accordance wi th the rules of the •• • 

• Railroad Commission of the State of Texas. Further, the term "commencement" shall mean that 
••••• : point in time when the pertinent well is spudded and the term "completion" sha ll mean the date 
:. : upon which the initia l potential test report is fil ed wi th the Railroad Commission of the State of 

• • • .:Texas, if a productive well, or the date of filing the plugging report with the commission, if a dry 
. .. • hole. Notwithstanding the termination of thi s lease as to a portion of the lands covered hereby, 
: • ••• Lessee shall nevertheless continue to have the right of ingress to and egress from said land still 

..... .. _ .._.., ..., 

subject to thi s lease for purposes described in paragraph I hereof, together with easements and 
rights of way for road s, pipelines and other facilities on, over and across all o f the lands still 
subject to this lease and for the gathering or transportation of oil and gas produced from the 
retained lands. The so le liability or penalty for the failure of Lessee to drill any well or wells 
required or permitted in thi s lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above. 

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and la ter 
use t ime, if any, saved between wells, beginning w ith the second well under this continuous 
drilling program. I f one well is commenced sooner than 180 days after the completion of the last 
preceding well, the porti on of the prescribed 180 day period not used may be carried forward and 
added to the peri od between subsequent wells. 

~JL~~~~;-e_-c_ 
True and Correct 

copy of 
Original filed in 
Reeves Cooflty ·· 
Clerks Office 



TiiE !'TA1E OF TEXAS 
C0U!\'TY OF .REEVES I, Dill:lllle 0. 'Aorer. Oeli olthe Coanty Court in and 
f,lf said County 2Ild Stl!lc do ~cmify thai !he !~is a trm and 
ron~~ of P/L- 0 C:L daltd.__.40.1j4,_· .,.3.__ ____ _ 
19.:t.2i.., 

filedf'JTrerordinmyctliceO:dst=f d dafrl. :du4 . 
1{)£ at 9 '1.!2 A M. tmdL-z Octi'a File & ..-.M 1/,2 V , to be 

rL"COrded in the tJ p e .Rccmis c{Ree9cs Collllty, 
Texas. 

TO CERTIFY WHICH. 'ill'itul:mmy ~alidalacalaiPeals, Taas this 

/f/d,daya 8 It 1r - ~Yd._ a 

PIANNE 0. FI..ClRE':4 a>UNIY Cl.ERK 
:REEVE'3 COUN!Y, TEXAS 

... 
• • • •• • 
•••• • • • • • • 

• 
• •••••• .. . 
• •• . .. . 
•• • 

• ... 
• • 

,~. . 



. ., .... .• 

Gcncnl land Office 
Rcllnqulsbmnt Act Lu1c Form 
Rcvlud, September 1997 

PAID UP 

01 L ANO GAS I. EASE 

TillS AGREEMENT Is made and entered Into thls3rd day of__::J::..un=:.::e:._ __ l9~ between the State ofTcxu, acting by and through ltJ 

agent, __ _,LE~Z~L~I~E~SUE~=-;W:;li~TKIN~7::iSrT.:.I:...PION~;,:__---------------------------9232 Chiswell Road 
-----~ne~J~l~a~s~,~11<~~7~5~2~3~8L-------~~~~--~~~~--------------------saldagent 

(Give Permanent Address) 
herein referred to u the owner of the soli (whether one or more), and ____ _,CLA~o.ry~f'.J'-'O~HN~"TSON:.:P~....-:7"%::-::---n7'1"7...--------

2Q3 w. Wall, SUlte 800 
Midland. TX 79701 

(Oive Permanent Address) 
hereinafter called Lessee. 

I. GRANTING CLAUSE. For and In consideration of the amouniJ slated below and of the covenaniJ and agrcemeniJ lobe paid, kepi and performed by 
Lessee under this lease, the State ofTexas acting by and through the owner oflhe loll, hereby graniJ, Ieases and leu unto Lessee, for the sole and only purpose of 
prospecting and drilling for and producing oil and gas, laying pipe lines, build ing canb, storing oil and building power stations, telephone lines and other structures 
thereon, to produce, save, talce care of, ttcat and ttansport said produciJ of the lease, the following lands situated In Reeves County, State 
ofTexas, co-wit: · 

W est-Hnlf (W/2) o f Sectio n 2, B lock 58, P S L S ur·vcy. 

• TJljs is a PAID UP LEASE. Su l>ject to I he othe r IH'o'·b i o n ~ herein cuntained, this len~e shall remain in fo rce" ithout rcnt:ll pnymen ts 
• . 11,/ftrthe r pny ments othe r t han royalties he rein pro,·idcd for a te rm of fi\ ·e (5) years from thi~ d:tte (called "primary term"), a nd so 

• ~lg I hereafter as oi l o r gas (either o r l>oth) is produced from ~a it.l lant.l nr land pooled there" ith, or the lea~e i~ other\\ he maintained 
• ••~ P:.o\'ided he re in. The D eposito ry Bank and :nnount li~ t ed in para~raph 3 below i~ in reference 111 the pa~ men t nf min imum royalty 

~n accordance with parag raph 5 heluw . 
• •••••• 

c~uainltlg __ ...,;3~..<2:..~0;_1.J._ __ acres, more or less. The bonus consideration paid for this lease Is as follows: 
•• • • • • • •• 
• 

•• • • • • •• 

To the Stale ofTexas: ___ ...:::SEVEN:::;:,.;.-=,:c.,.:..:HUND=.:.=RED::..:::::=--'IWENTY==.:..:=-=-..::.AND=:......:::2:..::2"'-/ ....:.1..::.0..::.0 ____ __________ _ 
Doll IrS (S ____ _.7u2:..~..D'--'2'-"2'-----') 

To the owner of the soii: __ _..,!:SEVEN~c.=~HUND==RED"-='"'-'IWENTY.:..:..:.=.:""""'~AND=::.__:2:..:2=-</-'1:.....:0:...:0:...._ ____ ' __________ _ _ 
DolllrS ($. _ ___ 7...,2...,0...._2._2.__ _ __,) 

Total bonus conslderatlon: __ OOE~T;,TH~0077S""AND~"'-FOUR"-==-'HUND==RED=:::....;FO~RTY:..:..:..=--.:AND==--4..:.4..:./!....1.:....0::..0=------------
DolllrS (S ___ ......:1...s.' """'4....:.4 ~0 .L.' 4~4=--...Jl 

The total bonus consideration paid represeniJ a bonus of.-:=-_-::F::=I;=F,_'l=-'=-'i._-.::;.FOUR...;;;,;;;.;;;..;......;AND;,;;;;;_.::;,_..;..N0"-':-'/_1_0_0 __ -=~~;-:-;::-----------
-------------- ---DolllrS (S __ 5 .... 4~..~..Du.D.~--_____ ___J) peracre, on 26 6749 net acres. 

2. TERM. Subject to the other provisions In this leue, this lease shall be for I tenn o f five ( 5) years from this date 
(herein called 'primary tenn') and u long thereafter as oil and gu, or either of them, Is produced In paying quantities from said land. 
As used In this leuc, the tenn 'produced In paying quantities' meani that the recelpu from the sale or other authorized commercial use of the substance(s) covered 
exceed out of pocket operational expenses for the six months last put. 

3. 8f!I..A'/ REtffAlS. If no well Is cotiih&Cilttcloii the lcued p:e:alses 011 sa hufsue UiiC (I) jew f•ou11 this date. lhb lease shallltiiiihiilt, unless 
., .. •• '"''~a~rr u1uh ••u,lua,...,· .. 1111 ••••• ... 'I pi) ar 1; ... , ta alu ur aftl aoll a: Is his e:udllln 
the Dank, 
11 er '" ektaate&e" (whlah ahlll aaRtiRwa., the ile,eelle., resarlll••• eFehMSOJ 1ft H\1 e;;nershlp ef 
nld ta11d), the ame11111 1pnllied lule q he allllh' e 1 Is 1111 I Ill ; e t d I II eeiii ii88101115R @P 'flll!l 61i!HI!I't'iib 15;\110 81'1'1@!1!! Sf Till! 8TiiTI! 8f 
TEM;\S, ,,T ,,U&Titf, TISXA5, alike ewM &R er ~erere ••ht ~.,, Pa)MIA ...... ~., thle pwaera11h al•ll ap ttl • a :e::lul aa4 :hull eooUI the pulollege ufdcFciilhi 
!1•• SGAIURIAttAIIAt efa well !Qr IIAI (I) yaii'KIIIII nlll Ilia .. PaymenlJ under this paragraph shall be In the followlna amounu: 

To the owner of the soll: ___ ~~'="":"""'""'-!._._,"'-"'"-'"'-'cL..C'-"'-><-------:--------------------
DolllrS ($ _ ___ _ -1-.J......~=---...,-=--='7"'7~=-----__J 

TotheStatcofTexu: ________ ~~~~~_o~~~~~~----------~--------------------------------------
Dollilt'S (S. _____ _._..___.l!:L.-------:-----__J 

To tal Rentai:--;;;-------~~~...L.=:=.L.A-"WU..J,_~l+-.L..U..U....----~-------------------
Dollars (S _____ __,c,...u.....UJu..._ ____ ________ _..J 

In alike "'.,."'' llfUI at peR IUee p•)" en" er teA 111Ft IIRR .. LII) u tl«<e 11 M1MIIIA ''"''"' 1 f • ell ft &) ~~ Fat..aur ~eMu all Nu ••• aasl: a pe:locb of uno (I) 1 ez each do; ln1 
W.e pthnLF)' CeRA •11 pe)'IA·•ue A' •·ad·n ef'·n•·' 'a •b· P"T'' s''h7 '2 11 m·r b· w·d· 'r) rlurh ar ele"' llr1a efkcuee; ar as; walgiics of this Ieee, zed iii&) k · 
thll .. ,,.~ &II er lloHin tho ;olltal II') IllS !leta. If tho bank designated In this paraaraph (or lu successor bank) 1hould cease to exist, suspend business, liquidate, fall or 
be succeeded by another bank, or for any rc:uon fall or refuse to accept rental, l..csseo shall not bo held In default for fallun= to malce such paymenlJ or tenders of 
:cns3t untllth lety (30) days af\cr the owner of the soli shall deliver to Lessee a proper recordable lnst.rument naming another bank u agent to receive such payments 

or tenders. True and Correct 
copy of 

Onginal filed in 
Reeves County 

Clerks Office 



'l 
-1 . l'llOUUC"IIO N llOYALTI ES. tJponrllotlucliun ufu il antVur gn..,, l.e~~ee agree~ lnpny ur cnu~c 111 he pnitl ouc·hnlf(l / 2) uflhe,; u ynll y' "' 

pruvitled li11 in I his le<t.,e to the Commiss ioner o f the Uencrnli .aiHI O llice oft he Slate of rexn.,, ot Austin. l cxn<, nud une ·h ~lf ( 112) of such ruynlt)' tn the mvner u f 
the so li · " 

(A) 0 11 .. Jloyalt y payable on o il , wh ich Is delinctl l\., inchullng all hydr ucnohu ns ru uthrccd In a llt111itl fu1111 at the m<nrth uf the wdl and also 1\S all 
ccuulcnsnte, dis tillate, aml o lirer liquid hydrocaJ bo us recovered fr onr u ll or gnJ run tlu o11gh n scpnratur 111 urher etpoiprllcllt, as hcrcinafler provided. shall he 
---- 3/16 part o ftl re gross prutluctlon or tire mnrket value thereo f, at the opr iuuof the owner of the soil '" lhc Collllnlssloncr of the 
(ieneral l.nnd Ollice, such voluc to be tletennlnetl by I ) the highes t pos ted price, plus prcmiuon, if any, nlli:ocd or paid fo r o il , condcusntc, distill are, or uthcr liquid 
h ydrocnohuus, respccti vcly,ofall ke type lllld gravity in tlre general aoeR where lliO<luccd autl wheurutt •1• ?) II•~ h;r.hcs tmn ol:ot pri ce thereuf o fTeoccl corpaitl iuthc 
~cncrnl nren where prntluccd and when 11m, or J) the gross pooccetls o f the sale thcrcuf, whichever is the greater. l.cs~cc ngoecs that he lu re any gas prutlucerl h om the 
len.,eti JHenlisc~ Is sold, used or prncessetlln a plant , It wi ll be 11111 free of cost hi lhc w ynll y mvncr~ tlunu~th nn nolcqnnlc n il nutlgns scpnrnh11 n f convcnll\urnll)'pc . m 
cllher ectuipnrent allcaslll cnic lcnl, so t11al allllqultl hychocarhons recoverable lionr lhc ~t n~ hy such menu, will he reco vered. 'I he rctprhcruenl lhat .mch gn~ he 11111 

lhruugh a scpnr a tor or o ther cqulprucnl may be waived in wriling hy I he royally owners upon such terms nne I coutlilio ns 1\S I hey prcscrlhc . 

(II) NON l'lti>C ESSE U <lAS. lloyn lly on nny gn, ( lnclurllntt llncctl ((n~) . wh ich h clcllnc<l M nil hycl111cnohuns nnd gn,cuu~ ~uhstnncc~ uut clclinr tl 
n.., nil in sulcpaoagrnph (A) nbo vc, produced fro m any well un 'nlcllruul except u pcu vlclecl herein wllh r e~pecllll gns pr nccsseclln n pl nnl lh r lhe cx trncl innof 
gi\Sullnc, licruiJ hydrocarbons o r o lhcr products) shall be _ 3 16 pnll of the gruss pruclue1inn o r lhe market value lhcreuf, althe oplirm n fllrt 
uwner uf the soli o r the Conunlsslouer o f the G eneral Lantl Olllce, such value to he bi\Sctl u n lhc hlghc~l market pri ce paid or olferctl fo r gu o f co mparable quol ity In 
the genconl nren where prnduced llllll when run, or the gross price pnitl nr o lfeoetllll the prncluccr, wh ichever Is lice rvenlcr: provided that the llla)( lfllllm preSSIIIC hMe 
lnnreascnlng lhe gM onder this lcMc shnll notftl any time exceed 1-1.65 po unds per ~rrunrc Inch ah~nlutc , nncllhc $l nnclnod hasc tenrpcrnlluc ~hnllbe sixl)• (liO) 
degree~ l'nl11enhell, couecllon to he made for poesJure acco1111ng tn n oy le's Lnw, ancl fur spcclllc gr nvity acco11lin~ teo tc~ t$ mnclc by the ll nlnncc Mcthcul nr hy the 
u wstapprovcd method nflcstlng being usetl by the Indus try ntrhe t ime uftcstlng. 

(C) l ' ll~ESSEU UAS. lloyr~lly 0 11 any gn.., pruccsscdln n gn.mlinc pi nul ur o ther plnn l li 11 the recovery n f gn~ulluc or ulhtr llqulcl hychncnrhun~ 
~hnll he ---· 3Ll6 _ part uf I he rc~ltluc gRS and the liclu itl hydr ocnrhuns cxtrnctetl o r I he mnrkcl value thereof, Rl lhc opllon o lthc 
owner of lhc soli or lhc Commissioner o f the Gcucr&l Land Onicc. All royalties due herein shnll be bn.r;cd 1111 one hundred pcrcen l ( 100"/o) o f the tolal pl&nl 
pr uducllon ufu:s lduc ga.~ allributablc to gu produced fro mllrls lca.,c, antl cmllfly pcccenl (:'ill% ), or thnl pcrccnl nccrui ng tnl.csscc, whichever is lhc ttrcnlcr. uflhc 
tolnlplacll product ion o fllctuld hydroc11rbuns allrlbtllablc lo lhc ga., pcmlucecllimutlri~ lcMc; provided lhnt ifliquicl hychncnchnns nrc recuvcoed from ttn< pwcc~~ccl 

in 11 plant In which Lessee (or Its parent, subsidiary or aOilialc) owns an inlercst, then lhe pcrccnla~_tc applicnhle lo liqu id hydrocar bons shnll he fifl y pcrccnl (5UO,~) o r 
I he hlghesl pcrccnl accruing lo a third party process ing g as thro ugh such plant under 11 processi ng agrccoucnluegol inted nl arm's lcnglh (o r if there is no such third 
P'lll'y• tlfe.highes l pcrcculthcn being spec ified In pr ocessing ngrccmcnts or conlrncts inlhc iudu~lr y). whichever I~ lhe grc nlcr. 'I he respective royallles o n residue ttn, 
and"ocl'llclu ld hychoc nrhuus shall he tlclerrnlncd by I ) the h ighest mnokel price paid uo o lli:rccl fur nny gn, (Ill liquid hyd oucnchn n<) nf cncnpnrnhlc tponlity in the 
ge u~lln4 ~ren , or 2) the gross price pnld o r offered for such res idue gns (or the wclghlcd 11vernge gross selling pc ice fur the respec tive grades of liquid hydr ocarbons), 
w~~~~~v; is lhc greater. In no event, however, shalilhc royallics payable under this pBingraph be less lhan lhc roynltics which would have been due had lhc gas nol 
bceii1H OCCSSed . 

• 
•:•••: (I>) OI'IIER l' ltUUUCTS. ltoyalty on carbon black, sulphur or ouy other products pr oduced nr rnnonofoetuoed fr om gu (; xcepling li4uitl hydr ucnrhuns) 

whrJ!Ier Sild gu be "culnghead, • "dry, • or any other gas, by fr ac tlunnlhrg, burning or nny olher processing shnll be 3t1 6 pnrt o f the 
gr&~ rii~Oucllon o f such products, o r lhe IIIBiket value !hereof, althe nplion o f the owner n fthe soli or the Conunlss lnner of the O cnerall.nntl Office. ~uch onnrket 
vnluc to he clctennlned ... , follows: I) on the ba.,ls o f the highest m arket price o f ench pwduct for the ~nme nru uth In w hich such p111cluc1 is produced, nr 2) 11111he 
has is ~1f the avcrnge g ross sale price o f each product fur the snmc ruo nlh In which such proclucts nrc pruducecl; whichever i~ I he greater . 

•• • • 
• • • • S. MINIMUM ROY /\LTV. Uurlng any year a ncr I he expiratio n o ft he primar y lcrnr of this lease, if lhis lensc is mainlained by producliou. I he roynllic~ 

p11ld under lhis Jesse in no event shall be less than au autounl cqunllo the lo lr~l nnnunl dclny rcnlnl herein pr nviclcd; olherwlsc, tl1erc shnll be tluc anti pRynhlc o n or 
before the I a.~ I day o f the month s'uccccd lng lhe lllllllversary dale of this lease a sum cqual lo the total annual rental less the amo unl o f royallics p11id d111 ing I he 
preceding year. If Paragraph 3 o f th is lease does not speci fy o delay renlal amount. then fo r llte purposes o f this pmngraph. the delay rental anrounl shall be one 
d ollar($ 1.00) per acre. 

6. ROY i\LTY IN KINU. Notwithslandlng any other provision in this lcn.r;c, al any lime or flomllmc lo lime, tlre owner of the soli or lhc Commissioner 
o f I he General Land O ffice may, at the option o f c ltlrer, upo n no I less tl1an sixty (60) days nnlicc to the holder of I he lease, require thatll1c payment o f any royalties 
accruing to such royally owner under this lease be made in kind. T he owner of the so li 's o r the Commissioner o f lhe Ge neral Land O ffi ce's rlghl lo lake Its royalty In 
klntl shall not diminish or ncgslc the owner oflhc soli's o r the Commissioner of the <Jenerall.and OITicc 's righls or Lessee's ohligal ions, whclher express o r Imp lied, 
under lhls len.r;e, 

7. NO UEDUCTIONS. Lessee agrees that all royalt ies accruing under this lcn.r;c (incl uding those pnid in kind) shot: be w ithoul dcducl io n for the cost of 
produc ing, gnlhcr ing, slo ring, scpRntlng, treating, tlehydraling , compressing, procc~slng, lt nnspnrl ing, nncl ulhcrwisc mnk iug the oil, gi\S and olhcr pr oducl~ 

hcr cuntlcr reatly for sale or usc. Lessee agrees lo compulc and pay royallics o n the gross value recclvccl, lnclutllng nuy rcirubursemtnls fo r severance IMCS nnd 
produclion rel nled costs. 

8. 1'1.1\NT FUEL ANU RECYCLEU 0 1\S . Nn rnynlly shnll be payable o n any gi\S u m ny rcprcscnlthis lease's prnportionalc share uf any fucl uscclln 
process gas produced hereunder In any proccs~lng plant. Nu lw ilhstauding rmy olhcr provisio n o f this lcR.~c. and suhjcctlo tlrc wrillen conscnl of the owner of the ~ni l 

andlhe Conunlssioucr of the (Jcncrall .and OITicc, Lessee m ny recycle gil fur g11.~ 1111 purposes o nlhc lea.,ccl preml~c~ o r for injcclio n lulu nuy oil o r g11., pr uclucing 
formati on underlying lhc leased prcml5cs aOcr lhc liquid hyclr ocorbons con111lucd In I he gu hnve been rc muvcd; uo ruynllics sholl be pnynble on lhc rec)·clctl gn.~ 
unlli ills produced and sold o r used by Lessee In a nr111rncr wh ic h cntlllcs the royally owne rs lo aroynh y under lhis lci\Se. 

9. 1\0 Y A I.TY l' i\ YM ENT S ANU ltEI'O il'l S , All o oynhic~ nullnkeu In kind ~hnll he pnltllu thc Cununl~,loncr ufthe ( icncrnl l.nucl L>llicc nt Au, lin, 
TexBS, In lhc following 11111nncr: 

l'ayruent ofwyally 0 11 productio n o f o il and gas shall be ll prov lcletllnthc rules set forlh in the Tcxns llcgister . llules currentl y pro vide thnl rnyally on oil is due 
antlrurost be received In I he General Lantl O nlce on or before the Sth day of tlrc sccund month succcccling I he ruonlh of pru tluclion. nndr oynlty on gi\S Is dcrc ar ul 
mus t be received In lhe General Land Office on or before I he I Slh day o f the second mnnlh succeeding I he nmnlh o f pr oduction, accompnnicd by I he aiTiclnvil of the 
owner, manager or other authorized agent, completed in the formlll td mRnncr prescrlhcd by the General Land Office and showing the gross amount and dispos ition of 
all o il and gliS produced and tl1e m ntkc t value of lhc o il nnd gliS, togelhcr wilh a copy of all documents, records or reports confirming lhc gross producliou, dispos ition 
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amlrnarkcl vahu: inclullir]g gas meier rcall ings, pipeline rcccipls, gas line receipts and olhcr checks or rncmoranlla of amount produced and pul Into pipelines, lanks, 
ur pno ls and gas lines or gas swragc, IUlll any olher rcpm ls o r records which lhc General Lanll Ollicc may require 10 verify I he gross prollucllon, llisposilio n anti 
mark~l value . In all cases I he autlwrily o f a manager o r agenl 10 acl for I he Lessee herein must be filell in I he G eneral l.anll Ollice Each royally payment shull be 
accompaniell by a check stub, schedule, summary or other remillance advice showing by the assigned General Land Office lease number the amouul of royalty being 

puid on euch I eliSe. If Lessee pays his royally on or befo re thirty ()0) days aficr the royally payment was due, then Lessee owes a penally of So/. on the royally or 

$25.00, w hichever is grea ler . A royally payment which is over thirty (30) days late shall accnrc a penally of 10% o f the royally due or $ 25.00 whichever is grealcr 
In addition In a penally, rnyallics s hall accnre intcrcsl al a rate nf 12% per year; such inlcresl will hcgin accnring when lhe royal ly is sixty (60) days nverduc 
Aililiuvits ami supporting llocurucnls which arc not filed when due s hall Incur a penally in an amount sci by the General Land Office administrative rule: which is 
dli:ctivc on the date when the a rlidavils o r supporting documents were due. The Lessee s hall hear ull responsibility for paying or causing royalties 10 be paid as 
prcscrihell by the due dale provided herein. Payment of the delinquency penally shall in no way operate 10 prohibit I he Stale's right o f fo rfeiture as provided hy law 
11111 uctlo pnslpnne lhe date o n which royalties were 'originall y due . Tite above penalty prnvisions shall no t apply in cases o flillc dispute as to lh~ Stale's JHH iinn of 
th~ wyalty or I n I hal portion of the royally in dispute as 10 fair m arket value 

~ 
I n. (A) ltESERVES, CONTRACr s AND OTI IER ltECORDS . Lessee shall annually fumish the Commissioner of the General Land On icc wilh 

its hesl possible estimate of o il and gas reserves underlying this lease o r allocable lo this lease and shall furnish said Commissio ner with copies of all contracts under 
which gas is sold o r processed and all subsequent agreemcrns and amendments 10 such conlracts wilhin lhirty (JO) days after entering inlo or making such contracts. 
a~::rccmcnts or umcndmcnts. Such contracts and agreements when received by the General Land Onlcc shall be held in confidence by the General Land Onice unless 
n thcrwise aulhmized by Lessee. A ll other conlracts and records pertaining to the production, llansportalion, sale and marketing of the oil and gas protlnccd on said 
premises. inc huling I he hunks ami uccornlls, receipts and discharges nf all wells, la11ks, pools, meters, anll pipelines shall at all times be subject 10 inspection a111l 
cxuminnliun lty I he Conun issiuner of I he (lcnerul Lund I >llicc, I he Allorney Ciencrn l, I he Ciuvernor , or I he rcJuescnlativc of any of I hem. 

(II) PERMITS, llllii.I.INCi It ECOit I>S. Wriuen notice of all opc:rollons on I his lease shall be submillcd 10 I he Conunissioncr o f the Ocncral 
Land OOice by Lessee or operator live (5) days before spud date, workover, re·enlry, temporary abandonment or plug and abandonment o f any well or wells Such 
wrillen no tice 10 I he General Land Ollice s hall include cop ies o f ltailro ad Com m ission fo rms fo r application 10 dri ll . Copies of well tests, complet ion repo rts and 

plugging reports s hall be s upplied to the General Land Onice at the time they arc lilcd with the Texas Ra il ro ad Commission. All applications, pennits, reports o r 
other filings that reference this lease o r any specific well on the leased premises and that are submilled to the Texas Railroad Commission o r any other governmental 
agency s hall include the word "Stale" in the title. Additionally, in accordance with Railroad Commission rules, any signagc on the leased premises for the purpose o f 
~~~tll"y~ng wells. lank bauerics or other associated improvemeniS 10 the land must also include the word "Slate.• Lessee shall supply lhe Gcncrall.and Office with 
arl'y ~!ords, memo randa, accounts, reports, collings and cores, or o ther infonnation relative 10 I he operation of lhc above-described premises, which may be 
r~fjll~c_d by the (ienc:ral Land Office, in addition to those herein expressly provided for. l.~ssec shall have an electrical and/or radioactivity survey made on lhe 
bon -hot-: sect ion, fro m the base or the surface casing 10 the total dcplh of well, of all wells drilled on the above described premises and shall transmit a true copy of 
tlu: • ug ofea.:h s urvey on each we ll to the General Land Onicc w ithin fifieen ( I S) days aficr the making of said survey . 

• 
•: • • •: (C) PENAL TIES. Lessee shall incur a penalty whencvc:r reports, docurucnls or other n1aterials are not filed in I he General Land Office when 
d~ 'lltc penally fo r late tiling shall be set by the General Land Ollicc adminiSirativc rule which is e OC:ctive on the date when the materials were due in the General 

r.ar"rQAice. 

• • . I I. DRY 110 1.£!/CESSATION OF l'ltO DUC I'I ON DURING Pit I MARY TERM. If, during the primary tcnn hereof and prio r to discovery and prodnclion 
tt~· u,l.~gas on said land, Lessee sh ould drill a d ry ho le or ho les thereon, or if during the primary tenn hereof and afier the discovery ami actual product ion of oil or 
gas floni the leosr:d premises suc h production thereof s hou ld cease from any cause, this lease shallnollcnninate if on or before the expiratio n o f sixty (60) days from 
da tr: o f completion o f said dry hole o r cessation of production Lessee commences allditionol drilling o r reworking operations t hereon, o r pays or lenders the next 
annual delay rental in the same manner as provid~d in this lease. If, during the last year of the prima.ry lenn o r within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or the production of oil or gas should cease fo r any cause, Lessee's rights shall remain in full force and effect without further operations 
until the expiraliun of I he primary tenn; and if Lessee has no t resumed production in paying quantities al the expiration of the primary 1cnn, Lessee may maintain this 
leuse by cunlluo.: ling additional drilling or reworking operations pursuanllo l'aragraph 13, using the expiration of the primary tcnn as the date of cessation o f 
production under Paragraph 13. Should the fi rst well o r any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within lhc 
primary tcnn hereof, Lessee may resume payment of lhc annual rental in the same manner as provided herein on or before the rental paying dale following lhe 
cxpiruliuu o f sixty (60) days from I he dale of comple tion of such shut-in oil or gas well and upon I he failure to make such payment, this lease shall ipso facto 
lo.:rnrinule . l fal lhe expirulionuflhe primary lerrn or uny tinre thercollcr a s hut -in uil or gus well is located onlhe leased premises, payments muy be marie in 
uccurdance with lhe sl1111 -in provis ions he reu f. 

12. IIIUI.I.I N(i ANI> ll EWORK IN<i AT EX I'IH ATION 01' I' IUMAH Y TEHM If, nl I he expiration o f I he primary term, neil her nil nur ~;as is he ing 
l"'"luo.:c•l ,,,. >Uirl lund , hul I I!S>CC is I hen cngug~•l in ,1, ill in~: ur rcwurl. ing upcralium lhcreun, thb lcusc >hull remain in Ioree su long as upr:raliuns 1111 ~aitl w~ ll ur liu 
dri ll hr~; u r reworl.ing of uny udtl itional well arc pros~cnlc c l in guud fuilh and in wurkruanlikc rn unncr without interruptions to tal ing nru rc than six ty (60) days during 
any une such o peration, oml iflhcy result inlhe pro duc tion of o il and/or gas, so long lhereafier as o il and/or gas is produced in paying quantities from said land, o r 
payment o f s hut-in o il or gus well royalties or compensatory royalties Is made as provided in this lease. 

13. CESSATION, DRILLING, AND ltEWOilKING. If. after the expiration o f the primary term, production of oil or gas from the leased premises, allcr 
o nce obtained, s ho uld cease from any cause. I his lease s hall 11111 lcnninale if Lessee commences additional drilling or reworking operations wilhin six ty (60) clays 
ufier s uch cessalion, and this lease s hall rern Jin in full force ancl effec t fur 'u long as such operations continue in good faith and i~ w orkmanlike manner wilhout 
inlcr111p1inns 1u1uling n rure lh~n sixly (60) duys. I f such <hilling ur rewurl.rng upc raliuns rc>ult inlhe pwduction of o il or gas, lhe lease shall remain in full furcc ami 
ell eel lirr so lu ng liS oil ur gus is prulluced from I he leased premises in paying quanlllics u r paymenl u f shut-in o il o r gas well royalties ur payment of curnpcmulury 
royalties is made as provided herein or as provided by law. l f lhc drilling or rewo rking operat ions rcsull in the completion of a well as a dry ho le. the lease will no t 
lerrninale if lhc Lessee conunences udclilinnal drill in ~; or reworking operuliuns within sixty (60) !lays after the conrplet ion of the well as a dry ho le, and this lease 
shall remain in r: ITecl so lo ng as l .essee continues drill ing o r reworking operations in good faith and in a wo rkmanl ike manner without interruptions 101aling nrore 
than s ix ty (60) days . Lessee s hall give wrillen no tice to the General Land O llicc within thirty (30) days of any cc:ssalion o f produclion. 

1<1 S III J' I'- IN HOYA I.'f'I ES . Fo r purposes of this paro~;raph , "well" means ony welllhal has been ass igned a well number by lhc s tale agency hav ing 
jurisdict ion over the product ion o f oil and gas. I f. at any lime dllcr I he expiratio n o f I he prlmory leri n o f a lease I hal, until being s hut in, was being maintainell in 
liuce and dTcct , a we ll c npuhlc of pro ducing o il o r gas in paying quanlities is Inca ted on I he leased premises, bul oil o r gas is no I being producecl fo r lack of suitahle 
prnrluctiun fu .: ililies nr l:rck nf a suitnhlc rn11rl.cl . I hen Lessee may pay as a s hut-in uil or gas roy111ly 1111 anunrnl cr1ual 1u douhlc the annual renin I pmvirlcrl in the 
leusc, hul nul lcs> than S 1,21111 a ycur fur each well capahlc uf produc ing nil or gi\S in paying quanlilrcs II Paragraph 3 o f I his lease docs nul spcci ly a delay rcnlal 
arnuunl , then lur the Jliii(IUSC> u f II II> par:<graph, I he: delay rental auruunl shall h~ unc du llnrJS I 00) per ncre 1 o he cfTccli ve , e ach iniliul shut-in uri or gas rn)•a ll) 
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rnus r he paid nn m he fore: (I) !Ire expiratiu n of the primary term. (2) 60 days nllcr U1e Lessee ccn~es In prnducc n il or gns limn tire lensed premises. nr t .l~ 60 tlnys ·' 
aner Lessee completes a drilling or reworking operation in accordance with tire lensc pro visions: whiche ver d~tc Is lalcst. S uch r nymenl shall be 111nde IHie ·hnlftl /21 
to the C nnuuissiuner of tire Geueml Land O lfice and one·lr~ l f(l n ) 10 the o wner of the soil. If tire slrut-in nil o r gns roynlty is poid. tire lca..~e s lrnll be cons idered to he 
a produci ng lcnsc and tire payment sholl exteod tire term of the lense fo r a period of one yenr from the end nl rhc prim~ry te rm. nr f1 11111 the lirsr dny nf the mouth 
following !Ire month in which prod uction censed. and, aller that. If no suitable pruducllon f~cilitics nr suitohlc market lo r the oil ur gas exis ts . Lessee m~y extend the 
lca~c fo r four more successive periods of o ne (I) yenr by paying the saute amount e ach yc~r o n or befo re I he expir nlinu of each shut· in yc~r 

I 5. COMPENSATORY ROY /\LTJES. If, during the pcliod the lease is kept in c fTcct by rayrnc nl of the shut-in oilur gas royalty. oil or gas is sold and 
tic livered in paying quantities f10m a well located within one Uaousond ( I ,UUO) feel o f U1e lensed premises a11d completed in the same producing reservo ir, or in any 
case in which drninage is occurring, tJae right to continue to maintoin the lense by paying the shut-in o il or gns royalty shall cea..~e. but the lease shall remain effective 
for tire remainder o f the year for which the royalty h as been pnid. 'I he Lessee 111ay 111air11ainthe lease for fnm mnrc successive yenrs by Lessee paying compensnlory 
rnylllty at the wyal ty rate provided in the lense of lire market vnlue o f pmdm:rion from tire well caus ing the droiungc or wlric lr is colltplctcd in tire sruue pro duci11g 
reservoir nml within one tho usand ( 1.000) feel of !Ire leased premises. 'I he comjlensatory royalty Is tu he paid monthly, IJIIC·halft 1/2 ) to the Conuuissloncr o f lire 
Gcnernll.and OOicc and o ne ·half (l/2) to the owner of the soli, hcg inning u n or bcfiJrc the last dny o f the naonth following the month in which the n il ur g~.s I ~ 
prurlnccd fmm the well cou~ing the tlr ninnge or !hnt is conap lelcd in I he ~arne pwducing reservuir nml locnrcd within one thousand I !.UUO) feel o f the lcn~cd pa cmiscs 
If the compe nsatory royalty paid in ally 12-month period is i11 an amounllcss lhan!hc annual shut-In o il or gas royally, Lessee shall pay an amount c<Jualto the 
difference within thirty (30) days from the end of the 12-month period. Compensato ry royalty payments wh ich we no t timely paid wil l accrue penalty and interest in 
accordance with Paragraph 9 or this lease. None of t11ese pro vis ions will relieve Lessee of U1e oiJiigation o f reasonable development nor the oiJiigarion to dril l o !Tset 
wells n~ provided in TexM Natnrnllteso urces Code 52. 173: lll>wcvcr, nlthc tlclenuinntinn of the Cmunris~ iuncr , n111l wilh the Commiss io ner's wrillcn nppruvnl.thc 
pnymcnr o f compcnsntory royalties cAn sntlsfy the ohligntionlo drill u!Tsct wells . 

16 . llE 1'/\ INEf > 1\C ilE/\(if:. Notwith~l nndi ng nny ruuvis iunuf I his lease 111 the con !I nry, nlk r ~ wcllpw dnciug or cnpnhlc o f pr m lncing o il '" g~s hn~ 
hccn ctll llpl clcd o n the lensed pr ern i~es , Lessee shnll exer cise the diligence ufn rcnsnunhly prurlcnlupcrnllll in drilling such ndtlitinnnl well <II wells ns mny ltc 
rc~sunnhly necessary for the proper devc luprucnl of the leased premises nnd in markc ti11g the production thereon . 

(/\) VERTIC AL. In the event this lease is In force and effect two (2) years ancr the expiratio n dale o f the primary or exlcnded lenu it shalllhen 1enulna1e 
as 10 all of the leased premises, EXC EPT (I) 40 acres surrounding e~ch oil we ll car able of rrmlucing in pnying quarllities nu d 320 ncres suno umling each gas well 
capable of producing in pnying quantities (including a shut-in oil or g~~ well as provided in Paragrnph 14 her col). nr a well upon which Lessee is then engaged in 
continuous drilling or rework ing operations, or (2) the number o f acres included in a producing pooled unil pursuant to Texas Natural Resources Code 52. 1 5 I · 
5~ ., d .• c. (3) such greater or lesser number of acres as may then be allocated for rroduction purposes to 11 rroratio n unit for each such prod ucing well under the rules 
anJ reg!rlatio ns of the Railroad Commission of Texas, or any succes~or agency, o r o ther govcnnueutnl nulhor il y heving j urisdictio n. If a! any time aner the c!Tccti vc 
tlal1:,.fTi¥: pArtial!erminAiiun provis ions hereof, lhc appl icable fi e ld rule~ arc changed or lhe well or welh lo cnlcd lhereou nrc reclas~lfocd so thnl less ncre ngc is 
thefr!llllet allocaled to said well or wells fo r production purposes , I his left.~e shall !hereupon 1ernriua1e ns ICJ nil acreage no r lhercaner allocaled to said well or we ll s for 
pro dtrc tion purposes. Notwithstanding the tennination of this lease as to a portio n oftlre lands covered herehy. Lessee shall ncvetlhe less continue to have lhe right o f 
ir\U~~J¢and egress from the lands s till suhjectlo this lease for all purposes described in Paragraph I hereo f. rogelhe r wilh ea.~emeu1.s and rigllls·of·way for existing 
r o~s. extsring pipelines and o1her exis llug faci lities o n, over and across alii he lands rlcscrlhcd In rnrogrnph I hereo f {"lhe re tAined lnnds"). fo r ncccss to null fr omlhe 
reJlfiPI~d ':U•ds and fo r the gathering o r transportatio n of oil , gas and other minerals produced from the re tained lnnds. 

• •• 
• (IJ) IIURI6()~1TAI , lu the e " llll thi& haAI is in ~tlfOI autle"'•ot '" 9 (il) )IIUI AAu the 1111 itnliun htiB ~tftl , . ; o u:ete:uhtllte:ii itsl:::ll fmtl:c: 

, .... ,lnale 1' •o a'l "cp•hs bcln"' IC"' Ctet lfelw"' the tntal ... 11th ~rillet_l (heui:utAll "zletJ:t e dq:ll:s") ic: enol: ;;zl llocillcd 011 iiCICUgc rci&liltd In I magtapli ld (h) 
•" •,,.~less &lit &r lieJ'e•e t'"'9 (l)) llftl aAu t_hiiJJin;ar, a CJ:Il:e c:he4 IS: :I. s: puss a: _ a :1 equal to one l:sl f( l/2) of l.luc bonus ouigi:a:ll; paid cas 
tuuamithralien ~~ thle liNe (Aa OJIIIiJ4elt 811 I'•~• I lte:ee~. lf suel: o:e:om:t is paid. ll:is lease shall be in ft;;cc mad cfftct as to such dtCJICI depths. and snltl 
1e11ninatisn sh•lllle thlaye" ~r au ad.Jili8nal f11Fi 8d afl H (l) 3 INI anll1 1 Ions tlura•lhr •• nil g 1 'a 1 J J · 1 s; i g tutu 1' 1' a fi a :1 J a; 1 I ; tl i 

...... , • .t t;tv thi& I eKe. 

(C) IDENTIFICATION AND f iLING . The surface acreage retained h ereunder as to each well shall. ns nearly as practical, be in the fo m1 of ;t square wi lh 
the well located In the center t11ereo f, o r such other shape as may be approved by the Commissioner of the General Land O ffi ce . Within tJt irty (30) ilay~ aner prutial 
terrnlnntlon of I his lease as provided herein. Lessee shall execute ond record a re le ase o r releases eonlaining a sal is factory legal description ci'l'the acrengc ancVor 
depths not retained hereunde1. The recorded release. o r a certified copy of sAme, shall be filed iu the General Land Office, accompanied by the fi ling fee prescribed 
hy the General Land O ffice rules In e!Tccl on the date the rclcnse is ril ed If Lessee fa ils or re fuses to excel He rurd record such release or releases within ni11e1y (90) 
days nller being requested to do so by the General Lru1d Office, then the Commissio ner at his sule discre tion may designate by wrillen lllsllumcntthe acreage And/or 
depths 111 be re lcnscd hereunder and record such lnsu umcnt at Lessee's expense in the county or counties where the lcnse is located and in the o lliclal records o r the 
Gener al Land Ollice BIHI such des ig nation shall be binding upon Lessee for all purposes. \.. . ' ' 

17. OFfS ET WELU). Ne ilher the bonus. delay rentals. 11111 roynlties p aid, or to he paid , under th is lease sh~ ll rel ieve Lessee o f h is obligation to pro lcct 
the oil and gas under the oho ve· dcscrihed land from being tl rnincd. Lessee, sublessee. receiver ur other ngcnr in conuol of the leRScd pr emises shall dri ll as many 
wells 1\S lite fac ts may justify and shall use npproprinte means ami drill to a dcplh 11ecessary In prevent 11111lne drainage o f o il nmJ gil.~ from the lensed prcmises. In 
add ilion. If oil ancJ/or gas should be pro duced in commercial qua ntit ies within 1,000 feet o f the leased premises . or i11 any c:t.~e where I he lensed premises is being 
drained by pro duction o r o il o r gas, the Lessee, sublessee, receiver o r other agent in control o f the leased premises shall in good faith begin tlae dri lli ng o f a we ll or 
wells upon the leased premises wi thin I 00 days a ncr the drai 11 ing well or we lls or the we ll or wells compl eted within 1,000 feet of the leased prem ises sta r! rroducing 
in commercial quantities and shall prosecute such drilling with di lige nce. Failure to SAtis fy the slollllo ry offset obl ignlion may subject this lease and the o wner of the 
soil's agency right~ to forfeiture. Onl y upon the determination of the Cunnniss io ncr o flhc <;encrnll.noul Ollice and wilh his wrinen npprovnl r n~y lhc p~ymcnl nf 
compensatory royalty under applicable statutory parameters satisfy the o bligation 10 drill an o !Tsct well nr well s required under 1his paragraph 

18. FORC E M/\JEUllE. If, llfier a good flllth efT on , Lessee Is prcvenle d f1 om compl ying with nn y ex press or lmpllc tl covcunnl of this lease, from 
conducting dr il ling operations o n the leased premises, or from pr oducing oil or go$ frunrllac le ased pr emises by reason o f wnr, rebellion, riots , strikes, nels of(iod, or 
any valid order, rule or regul ation nf governme nt authority, then w hile so prevented, Lessee's o bligation 10 co mply wilh such covenant shall be suspended and Lessee 
shall no! he liable for damages for failu re 10 comply wilh such covenants: additio nally, this lease shall be ex te nded whi le Lessee is pr evented , by any such cause, 
fr om conrlucting drilling nnd rewo rking o rerations or from producing oil or ga.~ fro m the l cn.~ed pre rniscs. llu we ver. r•o thing in this 11nrngraph shnll suspend the 
payment of delay rentals in order to m aintain th is leose in e!Tect during the primary lerm in I he absence of sucl a dri lling o r re working operations or produclion o f oil 
or gns. 
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19. WARRANTY C LAUSE. The owner of the soil warraniS and agrees 10 defend tillc to the leased premises. If the owner o f the soil defaults in 
payrncnls owed on the leased prem ises, then Lessee may redeem the right.s of the owner o f the soil in the leased premises by paying any mongage, taxes or other liens 
till the leosed premises. l fL.:ssee makes payments on b.:halfofthe owner of the soil under this paragraph. Lessee may recover the cost oflhesc payments fro m the 
rcrllal and royalli es due tl1e owner of the soil. 

20. (A) PROPORTIONATE REDUCTION C I.AIJSE. If the owner of the soil owns less than the eotire undivided surface estate in the above 
Jcs~rihctlland, whether <lr rulll.essce's interest is specified herein. then the royalties ard rerllul he•t:i!l r•nv;o' c•.ltn It~:~~~~!! !' !h~ c·vn~r uft!u: soil sh-.11 be paid 1u him 
in I he prnpurliun which his interest bealS 10 the entire undivided surface estate and the royallies and rental herein provided to be paid to the Commissioner of the 
C.encrai Land Office oflhe State ufTexas shall be l ikewise proportionately reduced. llowever, before Lessee adjusts the royally or rental due 10 the Commissioner of 
the <iencral Land Ollice, Lessee or his ant hurl zed representative must submit In the Commissio ner of the Ciencral Land O ffice a written statement which explains the 
oliscrep.o...-v hctweeut he inleresl purporled ly leuseol under this lcose ami the actual Interest nwnctl by the owner o f the soil. The Conunlssloner uflhc Cicncrall.and 
I Ill icc ) lo.•ll be: pahlthe value of the whole product ion allocable to any undivided I merest no t covered by a lease, less the proportionate development and production 
cns1 alluc uhle to such undivided iulerest. Ho wever, in no event shall the Commissioner of the C.eneral Land Office receive as a royally on the gross production 
allucable to the mulivhlcd iuteres t nntlea.setl an amuunt less than the value of one-sixteenth { 1116) of such gross production. 

(ll) REDUCTION OF PAYMENTS. If, during the primary term, a po nlon o f the land covered by this lease Is incl uded with in the boundaries 
uf a puolcd unit that has heen apprqved by the School Land llo81d and the owner of the soil in accordance with Natural Resources Code Sections 52. 151 -52.154, or 
if, at any t ime a ller the expiration of the primary tenn o r the extended term, this lease covers a lesser number of acres than the total amount described herein. 
payments that arc made on a per acre basis hereunder shall be reduced ~ccurding to the number o f acres pooled. released, surrendered. or otherwise severed, so that 
payments dctennined on a per acre basis under the tenus of this lease dur iug the primary term shall be calculated based upo n the number o f acres outside the 
boundaries of a pooled unit, o r, if after the expirat ion of the pri mary term, the number o fncu:s actually retained and covered by this lease. 

2 1. USE OF WA TElt. Lessee shall have the right 10 usc water produced on said lond necessary for operations under this lease except water from wells or 
tanks of the owner of the soil; provided, however, Lessee shall no t use potable water or water suitable for livestock or Irrigat ion purposes for waterfiood operations 
w ithout the prior consent of the owner of the soil. 

••• 22. AUTHORIZED DA MAGES. Lessee shall pay the owne r of the soil for damages caused by its o perations to all personal propeny, improvements, 
ti¥!SJ~I!k and crops o n said land . 

•••• • •• • : 23. PIPELINE OEI'T II. When requested by the owner of the soil, Le ssee shall bury its pipelines below plow deplh . 

• 24. WELL LOCATION LIM IT. No well shall be drille d nearer than two hundred (200) feet to any ho use o r bam now o n said premises without the 
~ illltt~::onscnl of the owner of the soil. • • 
• • • • ! 25. I'OLLUTION. In developing th is area, Lessee shall use the highest degree o f care and all proper safeguards to prevent po llution. Without lim iting the 
l~rcgcri~ g. pollut ion of coastal wetlands, natural waterways, rivers and Impounded water shall be prevented by the use o f containment facilities sufficient to prevent 
spiTiage, seepage or ground water contamination. In the evenl of pollution, Less·ee shall use all means at iLS disposal to recapture all escaped hydrocarbons or other 
f~llutant B11d shall be responsible fo r all dan1age to public and private pro pcnies. Lessee shall build and maintain fences around liS slush, sump, and drainage pits 
and faMe baltcrics so as to pro tect livestock against loss, damage or Injury; and upon completion o r abandonment of any w ell o r we lls, Lessee shall fill and level all 
s lush pits ami cellars and complete ly c leau up the d rilling sllc uf all rubbish thereon. Lessee shall, while concluctlng operations o n the leased premises, keep sa ill 
prem ises free of a ll rubbish , cans, bollles, paper cups or garbage, and upon completio n o f operations shall restore the surface of the land to as ncar iiS original 
condition and contours as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL O F EQU IPMENT. S ubject to limitations In this paragraph. Lessee shall have the right to remove machinery and fixtures placed by 
l.csse~"'oco . thc leased premises, Including the right to draw and remove casing, within one hundred twenty (120) days after the expiration o r the lcnn lnatlon o r this 
lca.se unless the owner of the soil gran IS Le ssee a n extension o f this 120-day period. llowcver, Lessee may not remove casing from any well capable of producing oil 
anti gas in payiug quf.Jllil lcs. Additionull y, Lessee may no t draw and remove casing until after tJ1ir1y (30) days written notice 10 the Commissioner o f the General 
Land Onicc and 10 the owner of the soil. The owner of the soil shall hccomc the owner o f any machinery, fixtures , o r casing which arc not timely removed by Lessee 
under I he tcnm of th is paragraph. 

27. (A) ASSIGNMENTS. Under the conditinns contained In this paragraph and Paragraph 29 o f this lease, the righiS and estates of either party In this 
lease may he assigned, in whole or in pon, and the provisions of this lease shall extend to and he binding upon their heirs, devisees, legal represent atives, successors 
uuol ussi~:ns t howcvcr, u chuu~c ur division iu nwucoship uf thc luud , rcntuls, or ruyulllcs wil l 11111 eular~c the obl iKalinns of Lessee, di111iulsh lite rights, 1ulvilc ~:es 

uml estates of t .cssce, ionpulr the e tlcctlvcuess uf uny puyuocut noudc by Lessee o r lrnpair the cllcctivencss o f any actpcrfo rmctl by l .cssce. And nu chuu~;c o r 
division in ownership of the land. rentals, or royalties shall bind Lessee for any p urpose until thiny (30) days aller t11c o wner or the soil (or his heirs. devisees, l e~;u l 

representatives o r assigns) furnishes the Lessee with satisfactory wri tten evidence of the change in ownership, including the original recorded munimenls o f title (or a 
ccrli focol ~upy of such original) when the ownership changed because of a conveyance. A total or partial assignment of tl1is lease shall, 10 the extent o f the interest 
assigned, rel ieve and discharge Lessee of all subsequent obligations under this lease. If this lease is assigned in iiS entirc ry as to only pan of the acreage, the right and 
option 10 pay rentals shall be apportioned as between the several owners ratably, according 10 the are a of each, and fai lure by one or more of them to pay his share o f 
the rental shall not a ffect th is lease on the pan of I he land upon which pro rata rentals are ti mely paid or tendered; however, If the assignor or assignee does not fi le a 
ccr t ilicd copy of such assignment In the Gcnerall.and Oflicc before the next rental paying date, the entire lease shall terrninate for failure to pay the entire rental due 
undcr l'arogroph 3. Every assignee shall succeed to oil rights and be subject to all obligations, liabilities, and penalties owed to the S tale by the o riginal lessee or any 
prior a.~signec o f the lease, Including any liabilities to the Stale fur unpaid royalt ies. 

(13) ASSIGNMfiNT LIM ITATION. No twilhSI81tding any provision in Paragroph 27(a). if the owner o f the soil acquires this lease In whole or in part by 
assignment without the prior writ let\ approval of the Commissio ner of the General Land Office, tJois lease is void as or t.hc l ime of assignment and the agency power 
o f the owner may be forfei ted by the Commissioner. An assignment wi ll be treBled as if it were made to the owner of the soil if the assignee is: 

( I) a nominee o f the owner oftJ1e soil ; 
(2) a corpo ration or subsidiary in which the owner o f the soil is a principal stockholder or Is an employee of such a corporatio n or subsidiary; 
(3) a partnership in which the owner o f the soil is a partner or is an employee o f such a partnersh ip ; 
(4) a principal stockholder or cr::ployec of the corr.oration which is the owner o f the soil : 
(5) a partner or employee in a parlucrship which is the o wner of the soil ; 
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,., 
(6) o litluciary for the owner of the soil: iuclutling bntnot limitctlto a gunrtli~n. trus tee, cxccultH , atlurini.<lrnlnr. re ceiver. ur cun~c'rv ntnr lur the 
owner of lire soil : or J . 
(7) a family member of the owner o f the soil or related ~b the owncr'hfthc soil by marriage, blood. or adoption. 

28. RELEASES. Under the conditions contained in this porogrnph ant! Paragraph 29, Lessee may at any time execute and deliver to the owner of the soil 
And place ufrecmd a release ur rclci\Scs covering any portion or portions uf thc leased premises. and thcrchy surrcmler this lease as to such portion or portio ns. nnd he 
relieved of all subsequent obligations as to acreage surrendered. If any part o fllris lease is Jlroperly surrendc1ed. the delay rental due under this lease shall be red uced 
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediate ly prior to such surrender; however. such release will 
not relieve Lessee of any liabilities which may have accrued under this lease prio r to the surrender o f such acrc!ge. 

29. FILl NG OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or, released, such assignment or release must be recorded in 
the county where the land is situated, and the reco rded instnnucut, or a copy of the recorded instrumeut certified by the County Clerk o f the county in which the 
instrument is rccortlcd, must be filed in the General Land Office within 90 dnys o f the last execution dnte nccurnpnnicd hy the prescrihe•lliling fee . If any such 
nssigrnncnt Is not so filed , the rights ncqulrcd under this lca.<c shall be subject to fur fclturc at the option of the Conuuissloner o f the Oenernl Land Oil lee. 

JO. UlSC LOSURE CLAUSE. All provisions pertAining to the lease o f the above-described I ami hnve been included in this Ins trument. Including the 
statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral agreements cnncerning the 
develo pment of oil and gas from the leased premises which arc not contained in this lease render this lease invalid. 

J l . FIOUCIARY DUTY. The owner of the soil owes the State 11 fiduciary duty and must full y disclose nny facts aiTecting the S tat·c's interest in lire leased 
premises . When the interests of the owner of the soli conflict with those o f the State, the owner of the soil is obligate d to putllrc State's interests bcfurc his personal 
interests. 

.1 2. FOil FEn tJJlH. If l.u~ec ~h11ll fnll ur rcfu~e tn runkc the pn yoncul uf nny ~'"" within thloly 1 lny~ nil eo It hccuouc~ due, '" ifl .c~~ec '" nn nnlluui1rol 
IIJICnt .<hu nl •l krwwlngly n1nkc nny fnl~e return ur f11l~c rcpt•ll cunceo ning pwthrct lunur •loillin~. 111 if I r~~ec ~hnll fnil '" relir~c tn drill nny 111l~c1 well'" well~ in p. u111l 
faith RS re11ulred hy lnw ant! the rules nnd rcgulatlon5 adopted hy the Connuissloncr of the <.icncrnll.nrul O ll icc, o r ifl.csscc should fall to lilc rcporL~ in the tnnrutcr 
required by law or fail to comply with rules and regulations promulgated by the General Land O ffi ce, the School L~nd Oo ard, or the Railroad Con11n ission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations. or if Lessee or 11n ;urthorized agent should kno wingly fail or refuse to give 
correct inforinatlon to the proper authority, or knowingl y fail or refuse to fur nish the Geuernl Land Ollice n correct lug of nny well. or if Lessee shnll knowingly 
violate any of the material provisions of this lease, o r if this lease is assigned and the assignment is not filed in the General Land O ffi ce as required by law, the rights 
acg"i'M~tdcr th is lease shall be subject to forfeiture by the Commissioner, and he shall forfeit same when sufficientl y info nncd of tire facts which authorize a 
forftitrM, and when forfeited the orca shall again he subject to lci\Sc under the terms of the Relinquishment Act. llowc vcr, nothing herein shall be construed a.< 
waj•ifl&111c automatic termination of this lease by operation of law or by reBSon o fnny spccialllrnitationRris lng hereunder. Forfeitures may be set aside and this 
least tlnd ell rights !hereunder reins tated before Ute rights of another intervene upo n s11tisfnctory evidence to the Commissioner o f the General Land Office of lillurc 
comp+inncc with the provisions of the law and of this lease and the rules and rcg11lations thntmay be ado pted relative hereto . 

• 
•: • • • :33. L1 EN. In accordance with Texas Natural Resour ces Code 52. 1 )I\, the S tate shall hnvc a fir s t lien upon nil oil and gas produced from I he aren cuvered 

by tllif le111e to secure payment of ail unpaid royal ty and otJter sums o f money tltat may become due under this lease. Uy acceptance of this lease, Lessee grants the 
Sta,., it~ e;ditio n to the lien provided by Texas Natural Resources Code 52. 1 J6 ami any otJtcr applicable statutory lien, an express contractual I ien on and security 
lnterell in all lensed minerals In and extracted from the leased premises, all proceeds which may accrue to Lessee fro m the sale of such leased minerals, whether such 
prQI:fcds arc held by Lessee or by a third party, ar1tl all fixtures on and improvements to Ute leased premises used in connect ion with the production or processing of 
su~t l~wlolminerals In order to secure the payment of all royalties or other amounts due or to be conic due under tJtis lci\Sc and to secure payment of arty damages or 
loss that Lessor may suiTcr by rei\Son of Lessee's breach o f any covenant or condition of this lease, whether express or Implied. This lien and security Interest may be 
foreclosed with or without comt proceedings In the manner poovitlcd in the T itle I , Chapter 9 of the Texas nusiness and Commerce Code. Lessee agrees that the 
Commissioner may require Lessee to execute and record such ins truments 1\S may be rci\So nabl y necessary to acknowledge. attach or perfect this lien. Lessee herclly 
represents that there ore no prior or superior liens arising fro m and relating to Lessee's activities upo n the above-described property or from Lessee's acquisition o f 
this lease. Should the Commissioner at any time dctcm1inc that this representation is not true, then the Commissioner rnay declare this lease forfeited as provided 
here in. 

34. POOLING. Lessee is hereby gran led Ute right to pool or unitize tJtc royalty interest of the owner of the soil under this lease with any other leasehold 
or mineralinleres l for the exploration, development and production of oil or gas or either of them upon the same tenns as shall be approved by the Schooll.antl 
lloard and the Commissioner of the General Land Office for the pooling or unitizing o f the interest o f the S tale under this lease pursuant to Tcxns Nawral Resources 
Code 52.151-52.1 53. The owner of the soil agrees that the inclus ion of this pro vision In this lease satisfies the execut ion requirements stated in Texas Natural 
Resources Code 52. 1 52. 

)5. INDEMN ITY. Lessee hereby releases ami dischnrgcs the S tole o f Texas a Ed the owner o f the soil. their o llicers. employees. paotncrs . agents, 
cnntrncturs, subcontracto rs, guests, invitees, nnd their respective succcssoos nnd ass ig ns, of and from oil and any actio ns and causes of oct ion of e very nature. or other 
harm, including environmental harm, for which recovery of damages Is sought, including, but no I limited to, oil losses ar1d expenses which arc caused hy the 
activities of Lessee, Its officers, employees, and agents arising out o f, Incidental to, or resulting from, the opcr11!ions of or for Lessee on the leased premises 
hereunder, o r thotrnoy arise out of or be occasioned by Lessee's breach of any of lire temlS or provisions o f this Agreement, or by any other negligent or stric tly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, defend and hold hannless lltc Slate of Texas and the owner of the soil, 
tJtclr officers. employees and agents, lltelr successors or assigns, agains t any and all claims, liabilities, losses, damages, actions, personal Injury (including death), 
costs and expenses, or otJter hann for which recovery of damages is sought. u nder any theory Including tort, contract, or strict liability, Including attorneys ' fees artd 
other legal expenses, Including those related to environmental hazards, on the lei\Scd premises or in any way related to Lessee's failure to comply with any ond all 
environmental laws; those arising from or In any way related to Lessee's operations or any other of l .csscc's activities o n the leased premises; those aris ing frnm 
Lessee 's usc of the sur face of the leased premises; and those that may arise out o f or be occasioned by Lessee's breach of any of the terms or pro vIsio ns of this 
Agreement or any otJter act or omis~lon of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors. guests, invitees, and their respective 
successors and assigns. Each assignee of this Agreement, or an interest the rein. agrees to be li able for, exonerate, indemnify, defend and ho ld harmless the State o f 
Tcxns and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection witJt tJte activities of Lessee, its o ffi cers, 
employees, andagenll as described above. EXCEPT AS OTIIEitWISE F.XPitF.SSLY 1.11\IITEil II E ilEIN, ALL OF TilE INilF.I\INITY OOLI<:ATIONS 
ANI>\Oili.IAIIII.ITIES ASSlii\IEJ.) lJNUEil Til f. TEili\IS OF TillS AG HEF.I\IF:NT S IIALL liE WITIIOUT LIMITS ANII wrnaotrr R E(;A HI> TO 
TilE CAliSE OH C AUSES TIIEREOF (EXCLUIIING PRE-EX ISTING C ON Ill I'IONS ), STRI C:l' I.IAIJILITY, Oil Til F. NEGLIGENC t:: OF ANY I'Aili'Y 
Oil l'AilTIF.S (INC:I.lllliNG Til F. NF.GI.IGEN C:F. OF TilE INII F.I\I N IFI EIIl'A ilTY), WIIF.TII~:Il SIJCi l NF.GI.lGENCE li E SOLE, .lOI N r, 
C ON<'llltH F:NT , AC:I'IVE, Olt I'ASSIVE. 
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36. ENVIRONMENTAL IIAZARDS. Lessee shall usc the highest degree o f care and all reasonable safeguards to prevent contamination or pollution or 
any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata. ambient air or any other environmental medium 
in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or pennlt to remain on the leased premises any asbestos 
containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, ha.zardous materials, hazardous substances (as the tenn "Ha.zardous 
Substance" is defined in the Comprehensive Environmental Response, Compensation and Liabil ity Act (CERCLA), 42 U.S.C. Sections 960 I , et seq.), or toxic 

~ substances under any federal, state, or local law or regulation ("lla.zardous Materials"), except ordinary products commonly used In connection with o il and gas 
exploration and development operations and stored In the usual manner and quantities. LESSEE'S VIOLATION OF THE FOREGOING PROIIIBITION 
SIIALL CONSTITUTE A MATERIAL BREACH AND DEFAULT IIEREUNDER AND LESSEE SIIALL INDEMNIFY, HOLD IIARMLESS AND 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM AND AGAINST ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, 
LIABILITIES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND CO URT C OSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROIIIBITION OR (II) TilE PRESENCE, RELEASE, OR DISPOSAL OF ANY IIAZARDOUS. MATERIALS ON, 
UNDER, OR ABOlfT TilE LEASED PREMIS~ DURING LESSEE'S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SHALL 
CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIAI.S IN, ON, tiNDER, OR ABOliT TilE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITII TilE REQUIREMENTS OF APPLICABLE LAW. TillS 
INDEMNIFICATION AND ASSUMPTION SIIALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE ACTIONS UNDERTAKEN 
PURSUANT TO CERCLA OR ANV OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SIIALL IMMEDIATELY GIVE TilE STATE OF 
TEXAS AND TilE OWNER OF TilE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECrEO BREACH OF TillS PARAGRAPH, UPON 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO llAZARDOUS MATERIALS WIIICil MA V AFFECT TilE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 
HEREUNDER SIIALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is Issued under the provisions ofTexas Natural Resources Code 52.171 thro ugh 52.190, commonly known as the 
Relinquishment Act, and other applicable statutes and amendments thereto, and If any provision In this lease docs not confonn to these statutes, the statutes wil l 
prevail over any nonconfonnlnglease provlslo" ' · 

••• 
• • • •• • 38. EXECliTION. Th is oil and gas lease must be signed and acknowledged by the Lessee before it is filed o f record In the county records and In the 
G&Qr.rtl Land Office of the State ofTexas. Once the filing requirements found in Paragraph 39 of this lease have been satisfied, the effective date of this lease shall 
~ 1f1t "'te found on Page I . 

• 39. LEASE FILING. Pursuant to Chapter 9 of the Texas Duslncss and Commerce Code, this lease must be filed o f record in the o ffice o f the County 
€1t.lt ...;any county in which all or any part or the leased premises is located, and cert ified copies thereof must be tiled in the General Land Office. This lease is not 
c1ectiv~ until a certified copy oflhis lease (which is made and certified by the County Clerk from his records) is filed In the General Land Office in accordance with 
Tex•• Natural Resources Code 52.183 . Additionally, this lease shall not be binding upon the State unless It recites the actual and true consideration paid or promised 
fo~ extc~llion of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. 

r:... 4JJ#sdA/ 
LESSEE 
BY: CL A.Y J OHNSON 

TITLE: ___ ~-....,...---,.......,.;-------

DATE:_..._6?"""'---'-/'2-~_____.,-lft.\-.L--· ----

STATE OF TEXAS 

BV:~~-~--~~~-~=------­
Indivldually and as agent for the State of Texas 

Date: _________________ _ 

STATE OF TEXAS 

DY: _____ _ _____ _ ______ ___ 

Individually and as agent for tl1e State of Texas 

Date :. __________________ _ 

STATE OF TEXAS 

STATE OF TEXAS 

OY:~~-~--~~~-~~----­
Indlvlduall y and as agent for the State ofTexas 

Date: _____________ _ ___ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 

Clerks Office 



' 
' 

. ' 

, STI\ Tc OF------ ------ (CORPORATION ACKNOWI.EUGMENT) 

COUNTY OF----....-------

BEFORE ME, the undersigned authority, on this day personally appeared'-------------------------

known lome to be lhe person whose name is subscribed lo lhe foregoing instrument. as _____________________ .of 

~~----~-~~~-~~---~~~--~-~-~-~--~~~~~-~dac~owkdgedtonlethatheexecu~d lhes~1e 
for the purposes ~d consideration therein expressed, In the capacity stated, and as the act ~d deed of said corporation. 

Given under my h~d ~d seal of office this the ____ day of ____ _______ _, 19 __ . 

Notary Public in and for-----------

STATE OF .,..--------- -- (CORPORATION ACKNOWLEDGMENT) 

COUNTY OF __________ _ 

DEFORE ME, the undersigned authority, on this day personally appea~ed, ___ ____________________ _ _ 

known to me to be the person whose name Is subscribed to the foregoing Instrument., as _____________________ .of 

~~-----------~---~~~--~--~~-~--~~~~~-andacknowkdgedtometll~heexecu~dthesan~ 
for tl1e purposes and consideration therein expressed, In the capacity stated, and as the act ~d deed ?f said corporation. 

Given under my h~d and seal of office tl1is lhe. ____ day of ___________ _, 19 __ . 

• •• • • • • •• 
•••• • • • o• • 
• 

• •••••• 

Notary Public in and for-----------

STA 11! OF-=-· _ _ _ TEXAS..,_.......,"'-------
•• . 

• 0 0 

(INDIVIDUAL ACKNOWLEDGMENT) 

co~~--~MID===LAND~~-----• 
: • • Before me, ilie undersigned auiliority, on this day personally appcared _ ___ C=l;.::a:..y'--'J::..o.::..c..lm:.......cs:..o:..n _ _____________ _ 
• • •• 

known to me to be tl1e persons whose names are subscribed to the foregoing instrument. and ac~owledged to me that they executed the same for lhe purposes and 
consideration therein e11prcssed. ~ 

Given under my hand and seal of office this the __ _./'--'{;=-___ day of.~~ 19_ 9_8 ___ _ 

~t*l~~v~~ MONICA MARLOWE ~ *\* NOTARY PUBLIC Notary Public in and for __ J).--'-"-~--''-------
~"'-. ... +~ State of Texas 

1-. on~ Comm. Exp. 10-30-99 
.:: o wu:;:u • • ,. 

r-:-
mTEOF ~ti 
COUNTYOF ~ 

(INDIVIDUAL ACKNOWLEDGMENn 

Defore me, the undersigiled authority, on this day personally apperued ____ Le_ z_l_l_· e __ S_u_e_ W_a_tk.i __ · _ns __ T_l-'. p=--t_o_n _____ _ 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office 



• I • , • "'.. ~ ·- . \ 

• •• .. . . 
••• 
•••• • • • •• • 
• 

• •••••• 
• r 

•• • • • • • •• 

•• • • • • •• 

EXHIBIT "A" 

ATIACHED TO AND MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED JUNE 
3, 1998, BY AND BETWEEN LEZLIE SUE WATKINS TIPTON AS LESSOR, AND CLAY 
JOHNSON, AS LESSEE, AND COVERJNG THE W/2 OF SECTION 2, BLOCK 58, PUBLIC 
SCHOOL LAND SURVEY, REEVES COUNTY, TEXAS. 

If, at the expiration of the primary term hereof, this lease is being held by production or a shut-in well 
pursuant to the terms hereof, or Lessee is then engaged in operations on said land or on lands pooled 
therewith, or Lessee has completed a well as a dry hole or shall have commenced a well within 180 days 
prior to the expiration of the primary term hereof, Lessee agrees to commence a continuqus drilling 
program on said lands, or on lands pooled therewith, within 180 days after the end of the primary term 
hereof or within 180 days after the completion of drilling operations being conducted on said land, or 
lands pooled therewith, at the end of the primary term hereof, whichever is the later date; and thereafter 
carry on the continuous drilling program until all proration units have been drilled, allowing not more 
than 180 days to e lapse between the completion of one well and the commencement of the next 
succeeding well. Should Lessee fai l to commence the continuous drilling program or subsequently default 
in the performance thereof, then in either event, this lease shall terminate as to all lands covered hereby, 
save and except for the proration units surrounding each well then producing, capable of producing or 
upon which operations are being conducted. The term "proration unit" as used in this paragraph means 
any acreage designated as a drilling unit or production unit in accordance with the rules of the Railroad 
Commission of the State of Texas. Further, the term "commencement" shall mean that point in time when 
the pertinent well is spudded and the term "completion" shall mean the date upon which the initial 
potential test report is filed with the Railroad Commission of the State of Texas, if a productive well, or 
the date of filing the plugging report with the commission, if a dry hole. Notwithstanding the termination 
of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the 
right of ingress to and egress from said land still subject to this lease for purposes described in paragraph 
I hereof, together with easements and rights of way for roads, pipelines and other facilities on, over and 
across all of the lands still subject to this lease and for the gathering or transportation of oil and gas 
produced from the retained lands. The sole liability or penalty for the failure of Lessee to drill any well or 
wells required or permitted in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above. 

In conducting such continuous drilling program, Lessee shall be entitled to accumulate and later use time, 
if any, saved between wells, beginning with the second well under this continuous drilling program. If 
one well is commenced sooner than 180 days after the completion of the last preceding well, the portion 
of the prescribed 180 day period not used may be carried forward and added to the period between 
subsequent wells. 

True and Correct 
copy of 

Original filed in 
Reeves County 
Clerks Office ·-
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General Land Office 
Rellnqullhmnt Act Lun Form 
Hcvbcd, September 1997 

PAID UP 
OIL ANO GAS LEASE 

. (~) 

True and Corr~ 
copy of 

Original fi led in 
Reeves County 

Clerke> Off1Ce. 

----------~Aul~t~a~QX)ilW~nut~e~S~pur~iun~g~s~,~FT~·~3u2~7~0~1--~~~------~~~~------------------------------------s•ldagent 
(Give Permanent Address) 

herein referred to IS the owner of the soli (whether one or more), and ________ ~~~..;:;a..u..~~'fUI..--;:;:-::-:!"1:~~~~-------------

(Give Permanent Address) 
hereinafter called Lesuc. 

I. ORANTINO 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 soli, hereby grants, leases and lets unto Lessee, for the sole and only purpose of 
prospectlna and drllllna for and producing oil and gas; laying pipe lines, building tanks, storing oil and building power stations, telephone lines and other structures 
thereon, to produce, save, take care of, Ileal and transport said products of the lease, the following lands situated In Reeves County, State 
ofTexa.s, to-wit: · 
W es t-Half (VV/2) o f Section 2 , B lock 58, PSL S ur vey. 
This is a PAID UP LE ASE. S ubject to the othe r JH·o,·is ions he rein conta ined , th is lease shall rema in in fo rce without r~nt a l payments 
o r fu r the r payments o ther tha n royalt ies he rein pro\'ide d fo r a te rm of n ,·c (5) yea rs from this da te (cal leu " prima ry term"), and so 
long the reaft er as o il or gas (e ithe r or hot h) is prnduceu frnm s:lid la nd o r la nd ponied the rewi th, or t he lease is o therwise maint ained 
;s.c ~ce,~dcd here in. T he De posi to ry B a nk a nd amou nt lb ted in parag raph 3 helow is in reference to the paym ent o f min imum roya lty 
llll:t~rd ancc wit h pa rag ra ph 5 hclow . 

•••• • • • collftlinlllg ___ .... 3.L2..~..0L-.J1L-_ _ acres, more or less . The bonus consideration paid for this lease Is as follows: 
• 

• •••••• • • 

• 
•••• • • • .. . 

To the State ofTexiS:--::::--::-::-::::-='IWO~:--=TH=OU:..=.=S;.:.;AND=:=:........=ONE~:......:.:HUND:..::..::..:=..=..RED=--==S..:::IXTY=--AND--==-6-7..:...1_1_0_0 __________ _ 
Dollars (S_ 2 , 1 60 . 67 

To the owner of the soli: 'IWO THOUS AND ONE HUNDRED SIXTY AND 6 7 I 1 00 
Dollars (S 2 , 1 60 67 

Total bonus consideration: mm THOUSAND THREE HUNDRED 'IWFNI'Y ONE AND 34 I 1 00 
Dollars (S 4 , 321 . 34 ) 

The total bonus consideration paid represenu a bonus of FIFTY - FOUR AND N0/1 0 0 
_ _______________________ Dollars (S 54 • 00 ) per acre, on 80 .• 025 net acres. 

2. TERM. Subj ect to the other provisions In this IelSe, this lease shall be for a term of f ive ( 5) years from this date 
(herein called "primary term") and IS long thereafter as o il and gas, or either of them, Is produced In paying quantities from said land. 
As used In this lease, the term "produced In paying quantities• means that the recelpu from the sale or other authorized commercial use o f the substance(s) covered 
uceed out o f pocket operational upenses for the a he months last past. 

3. Bf!l.lt'f REiffltLS. If no well Is eotmhehccd 011 the lcdcd p;cmlsCJ o;; or befO;e one (I) )eer fioomllils date, this lcdc shall tCiliilnate, dlilen 

~~e"' hc'iue ""c" annJvonary date t.cuco shall ~·>me:~c:n·~~:B:':::•:::,::::: ~ . ! ! ·, 7~ Dank, 
II II II . ;H~ I 1 II ~!~!"n;!,!g rer; c .. r=r::IIIBCS lt; Ifill OWIICUhJp of 
1ald lautl), the ..,,.,.,,., 1peeiAefl '-•11• ... 1 h~ a.t,UtiaR; lse1111 'hall fll)' er leRIIer •• the GQt tt U£&19 tJ5;R 9 F Tll8 8Ht JEft/:b bs\UB 8FFI€E! 8P 'fl If! S'fA'ft! er 
l .EMn9, h't';'tt:l8't'III, 'F8Ji;\li ; ellla IUIII Dil artcfrarc 111 1 1 1: P )RHRII rd r tbh fFifOHfh 11111 Df&rlllll aranlel M .. ali llllhtllie p;I;IJ:se of I fi ring 

!"• n'"'"'"u"''"' efe "'Ill fer 11111 (I) )'ill' "•"' ul,. ilata. Peymenu under this paragraph shell be In the followlna amounu: 

To the owner of the so ll : __ -=:--==-'-7-:---".;oc_;"--'-0-1-'-I-1_0_0'---------------~---------------------------------­
Dollars (S:-------"u.L.,...IJ..~---::-::~~=----------J 

To the State ofTexas: ___ ....U.-:=-~--""'""'-'-OU-1.1 +/_.1 ...... 0...,0...__ _____________ -:--------------------------------
Dollars (S. _ _ _ _ _ .u-.~------:-----------J 

Total Rentai : --;;:----;E~Ic:HI'Y~I;'*-~.Ab~IDbl-l0.;..2'-+/-+1.u0u.O-------:----------------
Dollan (S-:--___ __,B...uOJ..~ ....... ..._--------------' 

In ali'-• ... .,.,.,, .,._. ttf18R lUte pa,·IMaAtl ar tsAd'M MRWIII)'1 ,._, aaRU MtRitM tRl af a ·all ••r lit ftud••• ~tNRt ll f:er la:tltll;r,,, .. le4t efono ( I) JCL each dauliig 
tlcc prhn .. , terM. All pa)MIR .. •• ''""',. afftAS'I ta ta-e G""''' aft~~ toll Ml)' tie"''~'~ ,· t l eah •• elat.t ilraA eflsaeaaa 1 arM) ••18"'' eFtl•lt feme, • •d ""> he 
dell"eiPid OR or latbrt •lat jeRttl pl}'lR& date If the b111k deslanated In this p1111&raph (or lu successor b111k) should cease to exist, auspend business, liquidate, fall or 
be succeeded by another bank, or for 111y reuon fall o r refuse to accept rental, l.cueo shall not be held In default for fail ure to make such paymenu or tendera of 
renlul untllthl rty (J O) days after the owner of the so li shall deliver to Lessee 1 proper recordable Instrument naming 111other b111k u agent to receive such payments 
or tenders. 



4. I'ROUUC'IION llOY AL TIES. Upon pr ollncllunnf n il aruVm gM. l.e~~ee agrees In pny 111 en me hi he pnill onc·hnlf( l/2) uf lh •. ricyally ._ 
pruviUcll lilr In I his lease In I he Commissioner or Ure Uencrnll.nnll Uflice o rU1c Slale of 'l cxn.~. nl Amlin. I exn.~. nnll one·hnl r ( 1/2) or snch ruynll y In I he nwucr of 
the soil: ' ~ 

(A) O il.. 1toy11lly payable on o il , which Is llennell 1\S Includ ing all hydJUcmbuus produced iu a liquirl furm a11hc moulh uf lhe wel l and also liS all 
coullc usnle, llis llilale, aull o lher liquid hydrocasbons recovered from oil o r gas ruulhroug h n separnlo r or ulhcr ec1uipmeu1, as hcreinancr provided. shall be 

3/16 part o f the gross production or the mnrket value !hereof. 111 lhe optinu of lhe uwncr of the snil orlhc Couunlsslo ucr of lhc 
Generall.nrul OOice, such value lobe delermlned by I) lhe hlghes l posletl price, plus premium, if 1111y . nlll:retl or paid for oil, coudeusnte, tlislillale, or nlher llqnltl 
hydrocnrhu us, respectively, o f alike type and gravily in the geueral area where proclucctlaucl whcullrn, or~) I he hi~theslmnrkclpr ice lhcreuf o iTeretl nr paitllulhe 
r.cuera! ~reA whcr-e- prntlucell aull whe1111111, o r J) the gross proceeds oflhc sale lhcrcur. whi chever is lhe s renlcr. Les~cc Rj\J te~ 1ha1 bc lure any gi\S p11ulucecllr nrn1he 
l e11.~etl premises is soltl, usetl or pl(lcessetlln a plaul, It w ill he 11111 free of cusllu I he w ynlly uwucrs lluun~th nu ndctiiiRic oil11r11i gns scpnrnlor nf cnuvetlllt•nnllrpc, nr 
nlher e t111ipme111 alleast as efficle! ll, so U1at all liquid hythocarhun~ recnverahle fr omlhe (tR~ hy ~uch menus will he recuverecl. 'I he requilemenl thAt such j\RS he 11111 
lhr mrgh 11 scpnralor or olher equipmeut may be waived iu wdliug hy lhe royally owner s upou such terms nntl cnnrlllluns 1\S I hey prescllhe. 

(II) NON l'ltOC f:SSEI> <lAS. llny11lly on nny gM (lnchrrllug llnr ed sn~). wh ich I ~ rlclinccl n~ nil h)•thnenrhcrttS null gn~cuns snhslnncc~ 11111 rlcliurcl 
"-'oil In snhp111agraph (A) 11bove, produced (rom 11ny well o n snltl fncl (except as pruvltlerl here in wllh te~pecllu g11s processed in 11 plnnl for lhe exlrncllnu n f 
gMoline, llquitl hytlrocarbo ns or o ther products) shall be 3 16 pall oflhe gross ptotluctlon o r lhe market value !hereof. allhe oplion o f lhe 
owner of the so il or the Commissio ner o flhe General Land Ollice, such value to be based on lhe higheslmnrkel price paid or oiTered for gas ofcompJUable qnalily In 
lhe gener11l 11re11 where producetlJUtd whe u run, or the gross price pnid or o iTererl to lhe prntlucer, whichever Is lhe ~Jenler ; provicletlllull lhe IIIIIXImum pressur e hn.~e 
In meiiSuJiug lite 8115 under this lerue sh11ll not at any time exceed I-1 .6S pounds per Sllllllle Inch 11h~clhlle, 1111d lite slnmlrud hase lemper!lture shnll be ~ lx ty {liCl) 
degree~ 1'11hrenhei1, co11ecllon to he marie for pressure accortllug In Ooyle's Law, 11nrl fur spccllic grnvlly 11ccorr l in~: 111 lcs ls mnde by lhc llnlnnce Melhnrl 111 hy lite 
mn~l 11pprovell mel hod o f tesllug llelng used by the lndusuy al I he t ime of les llng . 

(C ) l'llUCESSEI> UAS. lloyalty onauy g11s fii UCCSSedin II giiSollnc plnnl Ill ulhcl plnnl fhr lhe recovery \1( gn.~ollne or olhcr liquid hydwcnrhnus 
shnll he ---· 3/16 pAll of I he res idue gAs and I he liquid hydtocndmns exltAcled or I he ntnlkel value I hereo f, at I he opl lon of the 
owner of the soil or Ure Commissioner o fl11e General Land Office. All royallles due herein shnll be bnsed on oue hundred percenl (100%) of U1c Iota! plant 
producllon or u:sldne gM allrlbutable to gas pro duced from lhls lea.~e. IUid 0 11 n n y percent (~11%), or lhnl percenl nccruing 1!1 Lessee, whichever Is I he greAICI, nf I he 
lo lnlplaul protluc lion o f liquid hydrocarbons allributable to the g11s pr mlucerl fl nmlhis lcMe: pr ovlrletllhnl iflirprltl hyrfrucnrhuns nre recuvered from [tM f>ruecs~ccl 
In 11 pl11nt in which Lessee (or Its parenl, subsidiary or allillale) owus 111 inlerest, lhen I he perceniAtte 11pplicnhle In liquid hydroc11rbons sh11ll he lifly pereenl (SO~~) or 
I he highes l percent accruing to 11 lhhd paiiy process ing gas through such plant under 11 process iug 11greemenl nej\oliated at aun's lenglh (or If there is 110 such lhird 
pnlly, lhe highest percenl lhen helng speclned In processing 11greements nr coutrnciS in lhe imlusll y), whichever is I he grcntcr . ' I he respecllve royalllcs 1111 res lchre It"' 
1111d rurllc111itl hyrJr oCAJhuns shall he rlelerrulned hy I) lhe h l[theslcnnrkel price p11itl111 ollererl fur nny gn~ (u r licpclcl h)'ch c•cnrhuu~) nfcncupnrnhle 'l""llly lnlhe 
gcncrnl nren, o r 2) 1l1e gross price p11ld o r oiTered fur such residue gns (or lhe welghtetl e ver nge gross selling price fu r the r e~pect lve grades of llqn ltl hyrlr neRr hons), 
whic h¥¥er is lhe grealer. In no e vent, ho wever, shall the royallies pAyable under litis pasogr11ph be less 1h11n lhe ro yallics which would have been due hed I he gM not 
h.e~..,~~ecssed 

• • •: • • (U) U 1'1 IER I'RUUUCT S . !loyally on carbon black, sulphur or auy other protlocu produced or nrnuufacllued fr om &.,1\Sl(e~cepllng llqnltl hydrocarbons) 
wh!1?1er ! aid gu be "cas inghead," "tlry," or any o Urer gns, by fraclionaliug, burning or any olher processi ng shnll be ,j l b pall o r1he 
grosfprnduclio n o f such products, or I he mtukel value !hereof, at I he opllon of the owuer o f lire soil or I he Cnmmlsslouer of lire OenerRI Laud Office. such markcl 
VIIJ~~~.IO: delerrninetlas follows: I ) on lhe ba..~is o fUre hlglres lmarke l price o feuch producl for lire ~nme munlh In wh ich such pro duct Is plotlnced, or 2) nn lhc 
hilS ill o f lite average gross sale price o f each protluct for I he snme monlh In which such p ro duc ls RIC prullncetl ; whichever i5 lhe grealcr. 

S. MINIMUM ROY AI.TY. Uurlug any year aner the expirnllon or the plimruy term of I his lease, if I his lease Is mainla ined by prodnclio n. I he rnynllie~ 
p11id vnrler lhis lease in no event shall be less lhan an ammrnl et1ual ltl lhe IniAl nnmrnl de lny rerllnl herein provirlcrl; o lherwlse, lhere shall be due and p11ynhlc o n or 
heft¥1 6hc l a.~ t day o f the month SUCCeeding the tullliVcrsaty dale o flhis lease I SUm equal to lhe IOIAI allllllAileiiiRIIess lhe llmOUIII of royall ies pAid d111 i11g I he 
prle'4:tl~rg:rear. lfPar11graph 3 of th is leue does not specify a delay rcnlaltuno unl. lhen for tJre purposes o r this pruagraph. Ure delay rental BJnounl shall be oue 
doll as($ 1.00) per acre. 

6. llOY ALTY IN KINU. Notwiths tandiug any other provision in litis lease, llltury time or from time to time, the owner or tire soil or the Commissioner 
of I he General Land O llice may, al IJte optio n of eltJrer, upo n no I less than sixty (60) days JICIIice lo lire holder of I he lease, require I hal Ure payment of any royal lies 
accruing lo such royalty owner under IJtls lease be made in kind. The owner of the so il 's o r lhe Conunlssloner orUrc General Land O ffice's righllo lake ils royally In 
kind shall not diminish or negale Lite owner o fllte soil's or Ure Commissioner o fl11e Ueneral Land Ullice's rlghls o r Lessee's ohllgallons, whelher express o r Implied. 
under lhls lease. 

1. NO UEDUCT IONS. Lessee agrees lhatall royallies accJUiug under lhis lease (including lhose pnid in kind) shnll be withoul deduction for the cosl o f 
pro tlucing, gAiherlug, sto rlug, septuallng, lrealing, dchydrnling, compresslug, processing, lrnusporling, nnrl tJ iherwisc making lhe oil. gas anti olher products 
hereunder really for sale or use. Lessee agrees to compule and pay royalties o n lhe gross value received, lnclutling any JeimbwsemenlS for severance la.,es rual 
protluetion relalell costs. 

8. PLANT fUEL ANU RECYCLEU OAS. No royalty shnll be payable o n any gas as mny represent I his lease 's propo11iona1e sh111e of 1111y fuel used lo 
process gas pro duced hereunder In any proceulng plant. No twithsttuldlng 11ny o ther provisio n o fthis lea.~e . and subject to lhe wrlllen consenl of lhe owner of lhe soil 
audlhe Cununlssloner o r I he General Land O ffi ce, Lessee mny recycle gill for gu Ill\ pmposes o n I he leMed llltmlses or for lnjccticminlu "''Y oil or g11.~ IIIIHiucing 
formatlou underlying the leMed premises after the liquid hydrocarbons cont11ined inlhe gi\S h11ve been re moved; no royalties shall be payable on lhe recycled gn.~ 
uutil It Is produced and sold or used by Lessee In a mtutner which enlltles the royalty owuers In a roy11lty under lhls lease . 

9. I tOY ALTY I' A YMENTS ANU REI'UilTS. A llroynllles nut Ink en In kind shnlllre pnid In I he Ctunmlssioncr o r I he ticncroll.nntiOIIice nl An~ lin, 
'I eX liS, In I he fo llowing manner: 

1'ayrne111 o f ru.yally 011 protlnctlon of o il anti gas shall be as provirlell In the rules sci forlh in I he Texn~ ltegislcr. Rules c urrenlly provide thnt myalty 011 oil Is due 
and must be received in I he General Land O ffice on or befo re the Slh day or U1e secoudmonlh succeeding lhe mo11llr o r p roducllon. nnll royally o u 8115 Is due ami 
111usl be received in I he General Ltutd Office on or before lire I Slh day o r lhe second moulh succeeding I he moulh o r produclion, sccontpnnied by the AOidAvil nf the 
.owner, manager o r oUrer authorized agent, completed in l11e rmm and 1111\lllltr prescribed by the Oener11l Lrutd Office and showing U1e gross amount tutd tlisposilion o f 
all o il 11nd gas pro duced and the mruket value o f the o il and gas, togelher wilh a copy o r all dncumenls, records orrepo1t.s confir m ing lhe gross produclion. disposil ion 
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.. 
and thaikct value including gas meter readings. pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put into pipelines , tanks, 
ur punts and gas lines or gas storage, IUld any other rcpurts or records which the General Land Ollice may require to verify the gross production, disposition ami 
n•utkct volne . In all cases the: uuthurity of a manager or agcnllo act fur lhc Lessee herein must be tiled in the General Land Office. Each royalty payment sh"ll be 
ac~ompanied by a check stub, schedule, summary or other remittance advice showing by I he assigned General Land Office lease number I he amount of royalty being 
puid on euch lease. If Lessee pays his royalty on or before thirty (30) days after the royalty payment was due, then Lessee owes a penalty of S% on the royalty or 
S2S.OO, whichever is greater. A royalty payment which is over thirty (30) days late shall accme a penalty of IOo/o of the royalty due or S2S.OO whichever Is greater. 
In ;ulditionto a penally, rnyalties sholl accme interest at a rate llf 12% per year; such interest will hegin accming when the royalty Is sixty (60) days nvcrdue 
Atlidavits and supporting documents which are not filed when due shall Incur a penally in an amount sci by the General Land Office adminislralive rule which is 
efl'cctive on the date when the alfidavils or supporting documents were due. The Lessee sha ll bear oil responsibility for paying-or causing royalties to be paid as 
prescribed by the dne dale provided herein. Payment of the delinquency penally sholl in no way operate to prohibit the State's right of forfeiture as provided hy law 
1111r uctlo postpone lhe dale on which royalties were originally due. llte above penally provisions shallnol opply in cases of title dispute as to the State's portion of 
the wyalty or to thai portion of I he royalty in dispute as to fair market value. 

I 0. (A) IH!Sl!RVES, CONTRACTS AND OTII Eil llECOROS. Lessee shall annuall y furnish lhe Commissioner of t he General Land Oflice with 
Its hest possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of all contracts under 
which gus is sold ur processed and all subsequent agreemerns and amendments to such contracts within thirty (30) days aner entering inro or making such contracts, 
agreements or 11mendments. Such contracts and agreements when received by the General Land Office shall be held in confidence by the General Land Oflicc unless 
utherwise authurlz.cd by Lessee. All other contracts and records pertaining to the production, transportation, sale and marketing o f the oil and gas produced on said 
premises. inclndinglhe bouks and 11ccounts, receipts and discharges of all wells. ta11ks, pools, meters, and pipelines shall at all times be subject to inspection and 
cxuminatiun hy the: Commissioner of the General Lund Ollice, the Attorney General, the Guvcrnor, or the representative of any of them. 

(D) PERMITS, ORIU.ING RECOilOS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Onlce by Lessee or operator five (S) days be: fore spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such 
written notice to the General Land Office shall include copies of Railroad Commission fonns for application to drill. Copies of well tests, completion reports and 
plugging reports shall be supplied to the General Land Onlce at the lime they are filed with the Texas Railroad Commission. All applications, pcnnits, reports or 
other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas Railroad Commission or any o ther governmental 
agency shall include the word "Stale" in lhe Litle. Additionally, in accordance with Railroad Commission mles, any signage on the leased premises for the purpose of 
identifying wells, tank baueries or other associated improvements to the land must also include the word "State." Lessee shall supply the General Land Office whh 
any records, memoranda, accounts, reports, cuttings and cores, or other lnfonnation relative to the operation of the above-described premises, which may be 
requested by the General Land Office, In addition to those herein expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the 
bwe.holo: section, from the base of the surface casing to the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of 
11._ , .. It ~f c:a.:l1 survey o n each well to the General Land Onlce within fifteen (IS) days after the making of said survey . 

•••• 
• •• • : (C) l'l!NAL TIES. Lessee shall incur a penally whenc\·cr reports, documents or other materials are not filed in the General Land Office when 
due. The penulty for late filing shall be sct by the General Land Ollice administrative rule which is eOC:ctive on the date when the materials were due in the General 
Land OUice . 
•••••• • • 

II. OilY IIOI.E/CESSATION OF PRODUCTION DUitiNG PIHMARY TERM. If, during the primary tenn hereof and prior to discovery and production 
ofuil ur gas on said land, Lessee should drill a dry hole or holes thereon, or if during the prima.ry tenn hereof and aner the discovery and actual production of oil or 
gas from the lo:ased premises such production thereof should cease from any cause, I his lease shall not tc:nninate if on or before the expiration of sixty (60) days from 
da1c:.~l~completion of said dry hole or cessation of production Lessee commences additional drilling or reworking operations thereon, or pays or lenders lhe ncxl 
atl!l~llt ~lay rental in the same manner as provided in this lo:ase. If, during the last year of the primary tern1 or within sixty (60) days prior thereto, a dry hole be 
completed and abandoned, or I he production of oil or gas should cease for any cause, l.essce's rights shall remain In full force and effect without further operations 
nntllthe expiratiun of the primary term; a11d if Lessee has nol resumed production in paying quantities atlhe expiration of the primary tenn, Lessee may maintain this 
lc:use by cnndncting additional drilling or reworking operations pursuant to Paragraph I 3, using the expiration of the primary lenn as the date of cessation o f 
ptot.luction under Paragraph 13. Should the first well or any subsequent well drilled on the above described land be completed as a shut-in oil or gas well within the 
primary tenn hereof, Lessee may resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the 
cxpirblinn of sixty (60) <.lays from the: date of completion nfsnch shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto 
lclluinuh:. lfutthc c:xplruliunnfthc: primary 1enn ur bny time thc:reoller a shut-In oil or ~:us well is located nnlhe leased premises, payments moy be made: In 
uccnrdance with the: shut-in provisions hcrc:uf. 

12 llltii.I.I NCi ANilltEWOitKING AT EXI'IIt i\'llllN 01' l'll iMAHY TERM If, at the expiration of the primary term, neither oil nor gas is heint: 
l" "'lncc<l '"'>aid lund , hut I CS>ee is then cn~;ugc<l in <llillin~; 111 o cwntl.iu~;npc o utiuns lhctcnn, thb lcusc >hullrem~in in force snlung as upcratiuns 1111 said wc lloH lur 
drilling 111 rewotldng of any additional well11rc: prosecnlecl in guucl fuith und in wurkonan likc n1unncr without interruptions totaling more than sixty (60) dbys tlnrlng 
any 1111e such operation, and if they result in the production of oi l and/or gas, so long thereafler as oil ami/or gas is produced In paying quantities from said land, ur 
payment of shut-in oil or g11s well royal ties or compensatory royalties is made as provided in this lease. 

13. CESSATION, OR I LUNG, AND REWOitK ING. If, afler the expiration of the primary term, production of o il or gas from the leased premises, allcr 
nnce obtained, shouiJ.I cease from any cause. this lease shall nut tenninate if Lessee commences additional drilling or reworking operations within sixty (60)11ays 
ufler such cessation, and this lease shall reuwin In full furec ancl effect fnr ' " long as such operations continue in good faith and in workmanlike manner without 
intc11nptinns totaling more than sixty (60) duys. If such oloilling nr rcwu1~int; upcratinns result in the prudn~tlnn of oil o r gas, the lease shall rcmHin in full fnr ce anti 
ellcct li1r so lung us oil ur ~:as is plllduced f10mthe lc:o.sed premises lnp11ying quantities or payment uf shut-in oil or gas well royoltics m paynocnt of cumpcmutur y 
rnyulties is made as provided herein or as provided by law. If the drilling or reworking operations result in the completion of a well as 11 dry hole, the lease will nut 
ter minate if the Lessee cormnencc:s 11dcliliunal drilling or reworklnt: uperolions within sixty (60) days after the complc:lion o f the well as a dry hole, and this lease: 
>hall re1nain in clTect so long as Lessee continues drilling or rewutking operotiuns in good faith and In a workmanlike manner without intc:ITupl ions totaling more: 
than sixty (60) days. Lessee shall give written notice to the General Land Ollice within thirty (30) days of any cessation of production. 

14. SlllJT-IN HOYAI.TI ES. r:or purposes of this paragraph, "well " means any well that has been assigned a welltlumberby the state agency having 
jurisdiction over the production o f o il and gas. If, at an y time ~Iter the expiration of the primary teriu of a lease that. until being shut in, was being maintai ned in 
lor.:e ami c:ITc:cl, a well capable of producing oil or gas in paying quantities Is Inca ted on the leased premises, but oil or gas is not being produced for lack of suitable 
prodm:tion facilities or lack of a suitable marl.el, then I cssee may pay as a shut-in nil or gas royalty an amount equal to donhlc the annual ren1al pnw1ded in the 
lease, bnl nut less than S 1,2011 a year fur each well capahle of producing oil or gas in paying quantities If Paragraph 3 o f this lease docs not specify a delay rental 
amount , then lor the purpuses o f tins pamgraph, the Jclay rent al an1nunt shall he cu1c dollar (S I 00 ) per acre To be effective, each initiul shut-in uil or gas royalty 



IIIUS I be paitl lilt CJr be fore: (I) the expiration oftJte primary term. (2) 6() days nfler Ute l.esscc cen.~cs W puuhrcc oil or gn.~ lflllnthe leased premises. or (:II £>i l tiny;" 
ancr Lessee completes a dr illing or reworking ope ration in accortlnnce wiUt the le iiSc provisions : whicheve r dntc is latest. Such p11ymcnt shall be mntlc onc-hRi f{ l /2) 
to the Cununissioner ufthe u cneral Laud Olfice and c ne-half( l/2) to the owner of Ute so il. If the shut-in o il or gAS royolly is paid, the lease shall be considered to be 
a producing lease aud the payment shall extend the tenn o f Ute lease fo r a period of one year from the end of the primary term. or from the first day u f the motllh 
fo llowing the month in which production ceased. au d. alter that . if no suitable production faci lit ies or sui table market for the o il ur gas ex ists. Lessee mny extend the 
lea.~c for four more successive periods of one ( I) year by paying the same amount each year on or befo re the c:c piratiun o f each shut-in year 

15. COMPENSATOR Y ROYALTIES. If, during Ute peliod the lease is kept in c!Tect by navmcnt of ' he ~hut-in oil o r gAS royalty. oil or gas is sold nnd 
del ivered in paying qurullities fr om a we ll located within one thousand (1,000) fee t ufthc lc:uetl premises anti completed in the srune producing reservuir, or in any 
case in which drainage is occurring, Ute right to continue to maititoin the lease by paying the shut-in oil or gns royalty shall cease', but Ute lease shall remain e!Tective 
fur the remainder of the year for which the royally has been paid. ' I he Lessee may maintain the lease for four more successive yenrs by Lessee paying compensatory 
ruyalty at the wyalty rnte ptovitlctl in the leASe o f the market vnlue ufprntluction from the well causing the tlr ninnge ur which is completed in the SAme protluciug 
reservoir anti within one thousand ( I .OOll) feet o f the leased premises. 'I he compcnsatmy royalt y is tu he paid monthly. urtc-half( In) to the Ccrnun ls5loncr of t he 
( ieucral La111l O flicc and one-half( l /2) In the owner of the so il, beginning nn ur bcfurc the lost tiny of the month fo llmving the month in which the nil or gns 1 ~ 

puulucctl frumthe well cou~ing the tl rninnge or thnt is cotrtpletct.l in the ~orne prouuci ng rcservnir nmlloc:uetl within one thousand (1.000) feet u f the lcn.<cdprcm i~c~ 
If the compensatory royalty paid in any 12-month period is in an amount less than the annual sh111-in oil ur gns royalty, Lessee shall pay an amount C<Jualto the 
di!Terence within thirty (30) days from the e nd of Ute 12-month period. Compensatory royalty payments which are no t ti mely paid will accrue penolty and interest in 
Accordance with Paragraph 9 o f this lease. None o f these provisions will relieve Lessee of Ute obligation of rensouable development nor Ute obligation to dr ill o iTsct 
wells a.~ provitled in Texa., Natural llesources Code 52. 173; however. nt the dcterrninntlnn o f the Cnmmis.<iune r, nntl with the Corum'ssioner·~ wrillen npprnvnl. the 
payment nf compensntory rny111tlcs cnn sntlsfy the obligation to tlril l n!Tscl wells. 

16. llE t AINEI l AC itEAOE. Notwilhstnntling nny prnvisinn ttf I his lea.<e tu the ctntlt nry, nlk r a well pr ntluc iuf. nr cnpahle uf IIIOtluciug nil or ~n< hn_< 
hcen cornplcled till the leAsed premises, Lessee shall exerc ise the d iligence o f n reasnnnbly prudent npcratnr in tlr illing such ntltlitinrml well nr we lls n.< rnny he 
r .:n.~nnnhl y necessary for the pwper development of the leASed pre mises and in marke ting the production lhct cun. 

(A ) VERTICAL. In the e vent tltls lease is in fo rce rutd e ffect two (2) yeBIS aner the expiration date oft he primAry or extended ter m it shall then terminate 
as to all of the leased premises, EXCE PT ( I) 40 acres surrounding each oil well capable of producing in pnying quantities and 320 acres surrounding each gn.< well 
capnble o f producing in paying quantities (inc lud ing a shut-in oil o r gas well as provided in Paragraph 14 hereof), nr'a well upon which Lessee is then engaged in 
continuous drilling o r reworking operations, or (2) the number o f acres included in a producing pooled unit pursuant to Texas NatttrAI Resources Code 52.151-
52.153, o r (3) such greater or lesser number of acres as may then be allocated fo r production purposes to a proration unit for each such produc ing well under the rul es 
and regulations of the Rail road Commission o fTexas, o r nny successor Agency, or o ther govenuncntal nt rthm ity having j urisdiction. I fat any t ime nncr the e!Tectivc 
tlatc of the pnrtinl teu ninnt ion provisions hereof. the npplicable lield rules nrc changed or the we ll ur wells lncntctl thereon nrc rcclas<l fied so thnt less ncrcnge is 
th&lt:t ll~r.allocatetlto said well or well s for production purposes, th is lca.<e shall thereupon terminate as to all acreAge notthereoOer allocated to said well ur wells for 
profludllbn purposes. Notwithstanding the termination o futis lease as to a ponion of the lrutds covered hereby. Lessee shall nevertheless cont inue to have the right of 
in~-~10 and egr.:ss from U1e lands sti ll subject to this lease for all purposes described in Paragraph I hereof, together with en.~ements Rntlrights-of-way fo r existing 
roatAs. ~x:cing pipelines nnd other exist ing facilities on, over anti across all the lauds clcscrihecl in Paragraph I hereof ("the retAinetll nntls" ). fo r nccess to arul fr om the 
retair¥:tllnntls and fo r the gathering or Lr anspon ation of oil, gas and other minerals produced frum Ute re tained lands . 
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(C) IDENT IFICAT IO N AND FILI NG. The surface acreage retained hereunder as 10 each well shall , AS nearly as practical, be in the fomt of a square with 
the well located In the center Utereof~ or such o ther shape liS may be approved by the Commissioner oflhe General Land Office . Within thln y (30) days aner par tial 
term ination of this lease as prov ided liCrein, Lessee shall execute and record a release or releases containing a satisfaclory legal description of the acreage ru1tllor 
depths no t re tained hereunder. The recorded release. or a certified copy of same. shall be filed in the General Land Office, accomprutied by the fil ing fee prescribed 
by the General Land Office rules in e!Tcct on the date the releASe Is filed. If Lessee fails o r refuses to exec ute Rlld record such release or releases with in ninety (90) 
days nncr being requested to do so by the General l. ru1d Office, then the Conunissiu ncr at his sole discrelion may designate by wrillcn instrument the acte11ge and/or 
depths tn be re leased hereunder and record such instrument at Lessee's expense in the w nnty or counties whctc the lease is localed and in lhe offi cial record ~ of the 
General Land Office and such designation shall be bind in;,: upon Lessee fur all purposes. 

17 OFFSET WEI.Ui . Ne ither the bonus. uel ay rentals. ntrr wynlties paid, nr In he pa id. nnclcr this lease shall rel ieve l.essce of his obligation tu pwtcct 
the uil anti gas onclcr the ahove-tlcscrihed land front hc ing drained. l.cssce, sublessee, receiver ur o ther agent in cunlrol of the leASe\1 premises shall dt ill a.~ many 
wells as the fncts may j ustify ami shall use approptiate :ncnns ami dtll lto a depth neces<aty ttl prcvcnttnuhrc tlr ninnge of o il nntl gn.~ frum the lca.~cd premises. In 
addition, if oil and/or gas should be produced in comme rcial qnalllities within 1,000 feel of the leased premises, o r in any cn.~e where the leased prem ises is being 
drained by production of o il o r gas, the Lessee, sublessee, receiver or other agent io contro l of the leased premises shall in good faith begin Ute d rilling of a well or 
wells upon the leased premises within I 00 days al\er the draining well or wells o r the well or wells contpletetl wi thin 1.000 feel of the leased premises stnrt producing 
in commercial quantities Bittl shall prosecute such drill ing with dil igence . Failure to sntisfy the statnto ty o!Tset obligation may subject this lease and the owner of the 
so il 's agency rights to forfeiture. O nly upon the determination of the Connniss io ner of the ( icncral l.nnd ()nice anti with his wtillcn npptnvalmny the payment nf 
cumpcnsatory royalty onder applicable statutory parameters satisfy the obligation to drill an o iTset well or wells required under th is paragraph. 

18. FORCE M/\ JEIJ ilE. If, a ncr a gootl faith elTon , Lessee Is prevented from complying with nny express or Implied covenant of this lease, frnm 
ccmdncting drill ing operations on the leiiScd premises, or from producing o il o r ga.~ frumllre le ASed premises by reason o f war, rebell ion, riots, strikes, nets nf(iod, or 
any val id order, rule o r regulation of govemrne nl authority, then while so prevented, Lessee's obligation to comply wici1 such coven IIlii shall be suspended nnd l.css.:e 
shall not be l iable for damages for failure to comply with such covenants; atltlitionally, this lease shall be extended while Lessee is prevented, by a11y such cause. 
from conducting drilling and reworking operations or front producing oil o r ga., from the lca~etl premises. l lowever. nothing in this pAragraph shnll suspend the 
payment of delay rentals in o rder to mainta in th is lease in e!Tect dut ing Ute primary term in rhc absence o f such drilling o r reworking operations or production u l oil 
or gas. 
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19. WARRANTY C LAUSE. Tite owner of the soil w81Tants and agrees to defend tille to the leased premises . If the owner of the soil defaults in 
pa)•ntents owed on1he leased premises, then Lessee may redeem the righu of the owner of the soi l in the leased premises by paying any mortgage, taxes or other liens 
<lit the leased premises. If Lessee makes payments on behalf of the owner of t he soil under this paragrarh. Lessee may recover the cost of these payments from the 
rerual and royalties due the owner of the soil. 

20. (A) PROPORTION AT.~ R.EDIICTION p .AUSE. If the owner oft he soil owns less than the entire undivided surface estate in the above 
•lcscrihctUund, whether <lr nul Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shu II he paid to h im 
in the prnpmtion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to the Commissioner o f the 
Generoll.and Office o f the State ufTexas shall b~ likewise p;oportionatc ly reduced. However, before Lessee adjusts the royally o r rental due to the Commissioner of 
the <leneraiLand 0111ce. Lessee or his aulhurlzcd represe'n'iati ve must submiltu the Commissioner o f the fiencral Land Onlce a wrlllen s tatement which explulns the 
<li scrcpnot•'V hetweenthe Interest purportedly leuse<lunde r I his leuse and the actual Interest owned by the owner of the soli. The Commissioner of the General Land 
Ollke >h.•ll l..oe paid the value of the whole production allocable to any undivided Interest no t covered by a lease, less the proportionate dcvcl op111enl and plllductlon 
cust allocub le to such undivided Interest. llowcver, ln no event shall the Commissioner of the General Land Office receive as a royalty on the gross production 
ullm:able to the untllvlded interestn<llleascd an amount less than the value of o ne-sixteenth ( 1/16) o f such gross production. 

(0) REDUCTION Of PAYMENTS. If, during the primary tcmt, a po rt ion o f the land covered by this lease is included with in the boundaries 
of a pooled unit that has been approved by the School Land Ooard and the owner of the soil in accordance with Natural Resources Code Sections S2.1 S 1-52.1 54, or 
if, at any tim~ uller the expiration of the primary lemt or the extended lenn, this lease covers a lesser number of acres than the to tal amount described herein, 
paym~uts that are made on a per acre basis hereunder shall be reduced uccurd ing to the number of acres pooled, released , surrendered, or otherwise severed, so that 
payments detennined on a per acre basis under the le nns o f this lease d ut ing the primary term shall be calculated based upon the number of ac res outside the 
boundaries o f a pooled unit, or, If aller the expirat ion o f the primary lcnn, the number o f acres actually retained and covered by this lease. 

2 1. liSE OF WATER. Lessee shall have the right to use water produced on said l•nd necessary for operations under this leiiSe except water from wells or 
tanks o f the o wner o f the soil; provided, however, Lessee shall not usc potable water o r water suitable for livestock o r Irrigation purposes fo r watcrllood operations 
without the prior consent o f the owner o f the soil. 

22 . AUTIIORIZED DAMAGES. Lessee shall pay the owner o f the soli for damages caused by its operations to all personal property, improvements, 
livestock and crops on said land. 

• •• • • • 
23. PIPELINE DEI'TII. When requested by the owner o f the soli , Lessee shall bury Its pipelines below plow deplh . 

• • • 24 . WELL LOCATION LIMIT. No well shall be drille d nearer thrutlwo hundred (200) feel to any house or bam now on said premises without the 
"'"illtfl consent of the owner of the soli. • • • •• • 

• 25 . I'OLLUTION. In developing tltis area, Lessee shall use the h ighest degree of care and all proper safeguards to prevent pollution. Without limiting the 
li>r~~·~Oil· pollution o f coiiStal wetlands, natural waterw11ys, rivers and Impo unded water shall be prevented by the usc o f containment facilities sufficient to prevent 
;~llag~ seepage or ground water contamination. In the event of pollution, Lessee shall usc all means at Its disposal to recapture all escaped hydrocarbons or other 
pollutant and shall be responsible for all damage to public and private propcnics. Lessee shall build and maintain fences around Its slush, sump, and drainage pit.s 
and tank bauerics so as to protect livestock against loss, damage or Injury; and upon completion or abandonment of any well or well s, Lessee shall fill and level all 
sluth pits anti ccll"rs und completely clean up the drilling site of all nrhblsh thereon. Lessee shall, while conducting operations on the leased premises, keep suld 
prnwtcs free of ull nrbblsh, cans, bolllcs, paper cups or garbage, and upon completion of operations shall restore the surface oft he land to as near Its original 
lC¥~ftl~1 aud contours as is practicable. Tanks and equipment will be kept painted and presentable. 

26. REMOVAL Of I!QUII'MENT. S ubject to limitations In this paragraph. Lessee shall have the right to remove machinery and fi xlllres placed by 
Lessee on the leased premises, Includ ing the right to draw and remove casing, within one hundred twenty ( 120) days aller the expiration or the tennlnatlon o f this 
leiiSe unless the owner of the soil grants Lessee an extension of this 120-day period. llowcver, Lessee may not remove casing from any well capable of producing oil 
and gas in paying qurullltlcs. Add itionally, Lessee may not draw and remove casing until aller thirty (30) days written notice to the Commissioner of the General 
Land O nicc and to the owner o f the soil. The owner o f the soil shall become the owner of any machinery, fi xtures, or casing which are not t imely removed by l .essee 
under the tenus of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragrnph aud Paragraph 29 of this lease, the rights and estates o f either party to this 
lease nmy he assigned, in whole or In port, and the provisions o f this lease shall extend to and be binding upon their heirs, devisees, legal represent atives, successors 
uoulussi.,;ns I however, u chun~c tH tli vislon in uwnc1ship n fthe l~nd, rcnluls, or ruyuh lcs wl llnto t cnlar~c the obligations of Lessee, dhnlnlsh lhe rights, pllvllc~:;cs 
und es1u1es o fl .essce, impulr the eOcctiveness of uny puyn1e111 111ude by Lessee or Impair the ellectiveness o f au y act performed by l .r.ssee. And no chungc or 
div is ion In nwnership o f the land, rentals, or royalties shall bind Lessee for any purpose until thirty (JU) days after the owner o r the soil (or his he irs, devisees, legal 
rcprcscutalivcs o r assigns) furnishes the Lessee with sat isfacto ry wriHen evidence o f the change in ownershi p, including the original recorded munlmc nls of tit le (or a 
ccttilietl copy o f such original) when the ownershijJ changed because of a conveyance. A total or panial assignment oftltis lease shall, to the extent of the interest 
assigned, relieve and discharge Lessee o f all subsequent obligations under this lease. If th is lease is assigned in its entirety as to o nly part of the aereage,Lhc right and 
nptlon to pay rentals shall be apportioned as between the several owners ratably, according to the area of each, and fai lure by one or more of them to pay his share o f 
the rental shall not affect this lease on the part of the land upon which pro rata rentals arc timely paid o r tendered; however, If the assignor or assignee does not fil e a 
Celli lied cnpy of such asslgnmcnlinlhc Gcnerall.ond Onlce before the next rental paying dale, the entire lease shalltem1inate for failure to pay the entire re ntal due 
under l'aragraph 3 . Every assignee shall succeed to all righls and be subject to all obligations, liabilities, and penalties owed to the S tale by the o riginal lessee or any 
prior assignee o f the lease, lnclud.ing any ll abllil~es to the S ta te for unpaid royalties,. 

(B) ASSIGNMGNT LIMITATION. No! withstanding any provision In Paragraph 27(a). if the owner of the soil acqui res this lease in whole or In part by 
assignment without the prior written approval of ll1e Commissioner o f the General l.rutd O ffice, tltis lease is void as o f the time of assignment and the agency power 
of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the assignee is : 

(I) a nominee of tltc owner o f the soil; 
(2) a corporation or subsidi ary in which the owner o f the soil is a princ ipal slockholder or Is an employee of such a corporat ion o r subsidiary; 
(3) a partnership In which the owner o f the soil is a pa.rtner or is an employee o f such a pru·tnersh lp ; 
(4) a principal stockho lder o r employee of the corporation which is the owner oflhe soil: 
(5) a pattner or employee in a pRrtnership which is the owner oft he soil; True and Correct 
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(6) a flduclary for the owner o f the soi l: including but not limited 10 a gnnrdinn, IIIISlec, execaunr, allmini~lfftlCH , 1ecciver. m cun;~• vn'ru • lt,',·rhc 
owner of the soil ; or J , 

1 
(7) a family member of the owner of the soil o r rel ated \b the owncr

1
ofthc soil by mnuinge, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee nmy at an y Iiane ClOtcculc and deliver to the owner o f the so il 
and pl ace of record a rel ease or re leases covering any portion or po rtions of the leased premises. and thcrchy surrender this lease as to suc h pmtion or pnr tions, nml he 
relieved of all subsequent obligations as to acreage suncndcrcd. If any part o f this lease is properly snrrendcred, thc delay rental due under this lellSe shall be reduced 
by the proportion that the surrendered acreage bears to the acreage which was covered by this lease immediately prior to such surrender; however. such release will 
no t re lieve Lessee of any liabillllcs which may have occnred under this l~asc prior to .the sn~rer~dcr of such acreage . . , 

29. FILI NG OF ASSIGNMENTS AND RELeASES.' If all or any pan of this lease is assigned or released, such assignment or release must be recorded in 
the county where the lAnd is situated, and the recorded instnrrncnt, or a copy of the recorded instn11ncr11 certified by the County C lerk o f the county in which the 
instrument is recorded, must be riled in the General Land Oflice within 90 days o f the last clOtccution dntc accompanied by the prcscribetl liling fcc . If any such 
1\Ssignmcnt is not so riled, the rights acquired uodcr this lease shall be subject to fo r fc itmc at the o ption of the Commiss ioner of the Ucncrol Land OOlcc. 

30. UISCLOSURE C LAUSE. All provis ions pertaining to the lease of the abnve-dcscribcd lnml hnvc been included in this instrument. including the 
statement of the true consideration to be paid fo r the execution of this lease and the rights and duties o f the pruties. Any collateral agreements concerning the 
de velopment of oi l and gas from the leased premises which are not contained In th is lease render th is lease Invalid. 

3 1. fiDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the S tale's interest in the leased 
premises. When the Interests of the owner of the soli conflict with those of the Stale, the owner o f the soil is o bligated to put the State's interests bcfure h is pcrsonnl 
interests . 

.l2. FOHFEillllll!. lft.cs~ce shall fnll o r refuse ltlmnke the pnyruc nlnf'auy sum wilhlnthhl)• tiny~ nflcr II hecnmes due,''' irt e~~ec nr nu nnlht•ai7rd 
111\CIIl shuulrl knowingl y mAk e any fn lse rclllm ur folsc rcpnrl conccrulng p11ulucrlc111 nr da ill in~. ur if I ~~~cc ~hnli fnilnr a e fi1~c In tid II nny un:~el we ll ur well~ in II""'' 
faith a~ rcclulrcd hy low nndthe rules nnd regulations adopted by the Comm issioner uf the GcncroiLnrul Oflicc, or if Lessee should fnllto file rcpor L~ in the n1nrn1cr 
required by law o r fail to comply with rules and regulations promulgated by the General Land Office, the School Land !loard, or the Railro ad Commission, or if 
Lessee should refuse the proper authority access to the records pertaining to operations, o r If Lessee m an nnthori7.cd agent shoul d knowingly foil or refuse to give 
collect inforinationlo the proper authority. or knowingly fail or refuse to furnish the Ucncrnl Land Oflice n cu11cetlog ofnny well, or if Lessee shall knowingl y 
violotc any o f the material provisions of this lease, o r if this lease is assigned ar1d tl1c assignment is not fil ed in the General Land Office as required by law, the rigl11s 
acquired under this le ase shall be subject to fo rfeiture by the Comm issioner, and he shall forfeit sarne when sufficiently infom1ed of the facts which authorize a 
forfei ture, and when for fe ited the area shall again be subject to lease unde r the tcrrns o f the Rclinquishrncnl Act. llowever, nothing herein shnll be construed as 
waiv ing the automatic termination o f th is lease by operation o f law or by rcllSon of any special limitation Arising hereunder. Forfeitures may be set aside and th is 
lc~f! 11\8 111 ri ghts thereunder reinstated before tJ1c rights of another intervene upon satisfactory evidence to the Commissioner o f the Gene ral Land Office of futnrc 
conlf>l i1111ce w ith the prov isions of the law and of this lease 11nd the rules ar1d rcgul ations th at may he adopted relative hereto . 

•••• • • • •• • 33. LIEN. In acco rdance with Texas Natural Hesourccs Code 52. 136, the Stole shall hnvc a first lien upon all oil and gR.~ produced from the nrcn covered 
by th~ lease to secure poymcnt of all unpaid royalty and other stnus o f money tl1at may become due under this lease. Uy acceptance of th is lease, Lessee grants the 
Stat~JYifd i tion to the lien provided by Texas Natural Resources Code 52.136 and any o ther applicable statuto;y lien, an express contractual lien on and security 
lnt~~st in"lllcased rnincrals In ar1d exuacted from tl1e leased premises, all proceeds which may accrue to Lessee from the sale o f such leased minerAls, whether such 
proceeds are held by Lessee or by a tJ1ird party, and all fixtures on and improvements to the lellSed premises used In connection wi th the production o r processing of 
such leased minerals In order to secure the payment of all royalties o r other amoun ts due o r to bccon;e due under this lease and to secure payment of any damages o r 
loss tl.at Lessor may suffer by reason o f Lessee's breach of any coventu1t or condition of this lease, whether express or implied. This lien end sec urity Interest may he 
forc<olwV41 with or witJ1out colll1 proceedings In the manner provided in the T itle I, Chapter 9 o f the Texas Ousiness and Commerce Code. Lessee agrees thotthc 
Colh.&~!sl4ner may require Lessee to elOtecute and record such instruments as may be reasonably necessary to acknowledge. allach or perfect this lien. Lessee herehy 
represents that there are no prior or s uperior liens arising from and relat ing to Lessee's activities upon the above-described property or from Lessee's acquisition of 
th i~ lease. Should U1e Commissioner at any time dctcnnine that tJ1is representation is notiiuc, tJrcn the Commiss ioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted U1e right to pool or unitize the royalty interest of the owner o f the soi l under this lease with any o ther leasehold 
o r mineral interest for the exploration, development ar1d production o f oil or gas or either o f them upon the same tem1s as shall be approved by the School Land 
Doard and the Commissioner o f the General Land Office for the pooling or unitizing of the interest o f the S tate under this lease pursuant to TexllS Natural Resources 
Code 52.151-52. 153. The owner of the soil agrees that the inclusion of this provision in this lease satisfies the cxecntion requirements stated in Texas Natmnl 
Resources Code 52.152. 

3S. INDEMNITY. Lessee hereby releases aml d ischarges the Stale ofTcxas aEd the owner of the soil. thei r o ffi cers, employees, partners, agents, 
CtlllliBClors, subcontracto rs, guests, invitees, and their respecti ve successors and assigns, o f nnd from nil and nny oct ions and conses of net ion of every nnlure, or olher 
hru m, including environmental harm, for whic h recovery o f damages Is sought, inc luding, but nnl limited lo, all losses aud expenses which arc caused by the 
activities of Lessee, Its officers. employees, and agents arising out of, incidental to, or resulting from, the operations o f o r for Lessee on the leased premises 
hereunder, or th at may arise out o f or be oceuloned by Lessee's llreach of any of the temlS o r provisions of this Agreement, or by any o ther negligent or s trictly liable 
act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, Indemnify, defend and hold harm less tl1e State of Texas and the owner of the soil , 
tl1eir officers, employees and agents, tJ1elr successors or assigns, against any and all claims, liabilities, losses, damages, actions, personal injury (including death), 
costs and expenses, o r o tJ1cr harm for which recovery o f dan1ages Is sought, under any theory Including to rt, contract, o r strict liability, Including allo rncys' fees and 
o lher legal expenses, Including those related to environmental hazards, on the leased premises o r In ony way related to Lessee 's failu re 10 compl y with any and all 
environmental la ws; those arising from o r In any way rel ated to Lessee's operations o r any other o f Lessee's acti vities on the leased premises: those arising frnm 
Lessee 's use o f the surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach o f any of the terms o r prov isions of this 
Agreement or ar1y o tJ1er act o r om is~ ion o f Lessee, Its directors. officers. employees, partners, agents. contracto rs, subcontractors. guests, Invitees. and their respective 
successors and assigns. Each assignee o f this Agreement, or an interest therein. agrees to be li able for, exonerate, indemnify, defend and hold harml ess the State of 
TeXIIs and the o wner of the soil, their o ffi cers, employees, and agents in the same manner provided nbove in connection with tl1e acti vities of Lessee, its officers, 
employees, and agents as described above. EXCEPT AS OTIIEHWISE f.X PH ESS LY LIMITEU II EHE IN, ALL OF TilE INUF.I\I NITY OO I.I <:ATIONS 
ANU\Oit I.JAfiii.ITIES ASSUMEU lJNUER Til F. T F.:It i\IS OF TillS AC it EEf\1 ENT S IIALL li E WITHO UT LI I\ IITS ANI> WITIIO UT REGAHil TO 
TilE CAUSE Olt C AUSES TIIEitEOF (EXC LUIHNG PRE-EX ISTING CON IHTIONS), STRICT LIAII ILITY, O R T il E NEGLIGENCE OF AN\' I' All I \' 
Olt PAitTI F.S (INC I.tllliNG TilE NEG U GENCF. OF TilE INUEMNIFIEU PAitTY), WIIETII ER S IJCII NF.G I.IGENCE fi E SOLE, .lOI N I', 
C O NCIJ HH F.NT,ALTIVt: , Olt I'ASSIV E. 
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36. ENVIRONMENTAL IIAZ.ARDS. Lessee shall use the highest degree o f care and all reasonable safeguuds to prevent contamination or pollution of 
any environmental medium, Including soil, surface waters, groundwater, sediments, and surface or subsurface strata. ambient air or any other environmental medium 
in, on, or under, the leased premises, by any waste, pollutant. or contaminant. Lessee shall not bring or permit to remain on the leased premises any asbestos 
Fontalning materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, hazudous substances (as the term "~lazudous 
Substance" is defined In the Comprehensive Environmental Response, Compensation and Liability Act (CERCLA), 42 U.S.C. Sections 9601, ct seq.), or toxic 
substances under any federal, ttate, or local law or regulation ("llazudous Me!er! r.!~"), c:::ce;~: o::!!r.u-; ;;;:::!uc:s ccm:nonly used~n connection with olland gas 
exploration and development operations and sto!C~ !n the usual man.ner and qu111tltles. LESSEE'S VIOLATION OF TilE FOREGOING PROIIIBITION 
SIIALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND LESSEE SIIALL INDEMNIFY, HOLD HARMLESS AND 
DEFEND TilE STATE OF TEXAS AND TilE OWNER OF TilE SOIL FROM AND AGAINST ANV CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, 
I.IADII. ITI ES, AND COSTS (INCLUDING REASONABLE ATTORNEYS' FEES AND COURT COSTS) CAUSED BY OR ARISING OUT OF (I) A 
VIOLATION OF TilE FOREGOING PROIIIBITION OR (II) TilE PRESENCE, RELEASE, OR DISPOSAL OF ANY HAZARDOUS. MATERIALS ON, 
UNDER, OR ABOUT TilE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR CONTROL OF TilE LEASED PREMISES. LESSEE SIIALL 
C I.EAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER CONTAMINATION AND DAMAGE CAUSED BY TilE 
PRESENCE OR RELEASE OF ANY IIAZARDOUS MATERIAl.S IN, ON, UNDER, OR ABOtff TilE LEASED PREMISES DURING LESSEE'S 
OCCUPANCY OF TilE LEASED PREMISES IN CONFORMANCE WITII TilE REQUIREMENTS OF APPLICABLE LAW. TillS 
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 TilE STATE OF 
TEXAS AND TilE OWNER OF TilE SOIL WRITTEN NOTICE OF ANY DREACII OR SUSPECTED BREACH OF TillS PARAGRAPII, UPON 
LEARNING OF TilE PRESENCE OF ANY HAZARDOUS MATERIALS, OR UPON RECEIVING A NOTICE FROM ANY GOVERNMENTAL 
AGENCY PERTAINING TO HAZARDOUS MATERIAl.S WIIICII MAY AFFECT THE LEASED PREMISES. TilE OBLIGATIONS OF LESSEE 
HEREUNDER SHALL SURVIVE TilE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF TillS AGREEMENT. 

37. APPLICABLE LAW. This lease is Issued under the provisions o f Texas Natural Resources Code S2.171 through S2.190, commonly known as the 
Relinquishment Act. and other applicable statutes and amendments thereto, and If any provision In this lease docs not conform to these statutes, the statutes will 
prevail over any nonconforming lease provisions. 

38. EXECUTION. This oi1111d gas lease must be signed and acknowledged by the Lessee before It is nled of record In the county records and In the 
General Lllld Office of the State of Texas. Once the filing requirements found In Paragraph 39 of this lease have been satisfied, the effective date of this lease shall 
be the date found on Page I . 

• •• • • • • •• 39. LEASE FILING. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record In the office of the County 
CJtr«;rtJJ~Y county In which all or any part of the leased premises Is located, and certified copies thereof must be filed In the General Land Office. This lease is not 
efltetiveeuntll 1 certified copy ofthls lease (which Is made and certified by the County Clerk from his records) Is filed In the General Land Office in accordance with 
Texas Natural Resources Code 52.1 g3, Additionally, this lease shall not be binding upon the Stale unless it recites the actual and true consideration paid or promised 
f~r.e/iiflon of this lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy to the General Land Office. 

• • 

• 
•••• • • • •• • 

LESSEE 
BY: ClAY JOHNSON 

TITLE: __ 7.L--C..-K~-....L2 ...... ~"-------
DATE: _ ___,...-------------

STATE OF TEXAS ' 0 

BY:~~~~--~~~~--~~--------­
Indivldually and as agent for the State o f Texas 

Date: _ _______________ _ 

STATE OF TEXAS 

llY: _____ _ ---:-----:c---:~-----
lndlviduall y and as agent for the State of Texas 

STATE OF TEXAS 

OV :~~-~--~~~-~-----­
lndlvldually and as agent for the State ofTexas 

Date: ________________ _ 
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Original filed in 
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Clerks Office 



STAT<€ Of------------

I ~ . . ., 

(CORPORATION f ,CKNOWLEOGMENl) ~ 

COUNTY OF __________ ___ '·> 
BEFORE ME, the undersigned authority, on this day personally appeared _______________________ _ 

known to me to be the person whose name Is subscribed to the foregoing Instrument, as of 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~-·~dacknowledgedto metlJatheexecu~dthe samc 
for the purposes ~d consideration therein expressed, In the capaclly SUited, ~d as the act ~d deed of said corporation. 

Given under my h~d and seal of office l11ls the day of 19 __ . 

Notary Public In and for-----------

STATE Of..,...-------------- (CORPORATION ACKNOWLEDGM ENl) 

COUNTYOP _________ _ 

DEFORE ME, t11e unders!!ned authority, on this day personally appeared.~~~~~~~~~~~~~~~~~~~~~~~~~~~-

known to me to be tJac person whose name Is subscribed to the foregl)lng lnstrumenl, as of 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~andacknowledgedto methatheexecu1edtl1i san1e 
for the purposes and consideration therein expressed, In tl1e capacity slated, and as the act and deed ? f said corporatl~n. 

Given under my hand and seal of office tl1ls the day of 19 __ . 

• •• • • • • •• 
•••• • • • 

ST A"~ OF TEXAS 

COU+..,'I'bF MIDLAND • • 

Notary Public in and for __ .:,.' -------~ 

(INDIVIDUAL ACKNOWLEDGMENl) 

Defore me, the undersigned authority, on this day personally appeared _ __ ...:C::::l::::a~y___::J::..:O::::hns~=o~n~--------------

known:t~.me to be tl1e persons whose names are subscribed to the foregoing Instrument, and acknowledged to me that they executed the same for the purposes and 
conli~e,.tlen therein expressed. 

•• ~~"" ""'" ooy hMd Md '"' ofoffi<<Old• ~' J ') doyof ~~--'9::.-=.8 _ _ ~· 

m.,~ MONICA MARLOWE ~ (:(~ * NOTARY PUBLIC Notary Public in and for L~ 
\~~· ~ State of Texas 
~,(I: Comm. Exp. 10-30-99 

' (INDIVIOUAL ACKNQWLEDGMENT) STATE OF tl.Ol'lJ D (.1-

COUNTY OF \j 0 LU$; tl, 
Defore me, t11c undersigned authority, on this day personally appeased Jeffrey Winfield Grasty 

known to me to be tl1c persons whose nantes are subscribed lo the foregoing instrument, and acknowledged to me that tl1cy executed l11e same for the purposes and 
consideration tl1ercin expressed. 

Given under my hand and seal or o ffice tlliS tlle !l, day of ,.d..U ru... > <==== ~ .. 19 ~ 

Norary l}(ibllc In ami for <£.\:Pr'l"l 9\. r-w'l-o\DYL 

True and Correct 
copy of 

Orig1nal filed in 
Reeves County 

Clerks Otf1ce 



' . ... l · · · "' "' 

EXHIBIT "A" 

ATTA<;J-I;ED TQ AND M ADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED 
JUNE 3, 1998, BY AND BETWE~N JEFFREY WfNFIELD GRASTY, f\S- LJ?:S~OR, AND 
CL AY JOHNSON, AS LESSEE, AND COVERING THE WEST-HALF (W/2) OF SECTION 2, 
BLOCK 58, P SL SURVEY, REEVES COUNTY, TEXAS 

If, at the expiration of the primary term hereof, this lease is being held by production or a 
shut-in well pursuant to the terms hereof, or Lessee is then engaged in operations on said land or 
on lands pooled therewith, or Lessee has completed a well as a dry hole or shall have commenced 
a well within 180 days prior to the expiration of the primary term hereof, Lessee agrees to 
commence a continuous drilling program on said lands, or on lands pooled therewith, with in 180 
days after the end of the primary term hereof or within 180 days after the completion of drilling 
operations being conducted on said land, or lands pooled therewith, at the end of the primary term 
hereof, whichever is the later date; and thereafter cany on the continuous dri lling program unti l all 
proration units have been dri ll ed, allowing not more than 180 days to elapse between the 
completion of one well and the commencement of the next succeeding well . Should Lessee fail to 
commence the continuous dri lli ng program or subsequently default in the performance thereof, 
then in either event, this lease sha ll terminate as to all lands covered hereby, save and except for 

• •. ••. the proration uni ts surrounding each well then producing, capable of producing or upon which 
: .. :: operations are being conducted. The term "proration unit" as used in this paragraph means any 

"u • : acreage designated as a drill ing unit or production unit in accordance with the rules of the 
• Rail road Commission of the State of Texas. Further, the term "commencement" shall mean that 

• 
•:•••: poin t in time when the pertinent well is spudded and the term "completion" shall mean the date 

upon which the in itial potential test repor1 is fi led with the Rail road Commission of the State of 
• Texas, if a productive well , or the date of filing the plugging report with the commission, if a dry 

.. .. •:•. hole. Notwithstanding the termination of thi s lease as to a portion of the lands covered hereby, 
•• • Lessee shall nevertheless continue to have the right of ingress to and egress from said land still 

subject to this lease for purposes described in paragraph I hereof, together with easements and 
rights of way for roads, pipelines and other facili ties on, over and across all of the lands still 
subject to this lease and for the gathering or transportation of oi l and gas produced from the 
retained lands. The sole liability or penalty for the failure of Lessee to drill any well or wells 
requi red or permitted in this lease shall be the termination or partial termination of Lessee's rights 
under the lease as provided above. 

In conducting such continuous drilli ng program, Lessee shall be entitled to accumulate and later 
use time, if any, saved between well s, beginning with the second well under this continuous 
drilling program. If one well is commenced sooner than 180 days after the completion of the last 
preceding well , the portion of the prescribed 180 day period not used may be carried forward and 
added to the period between subsequent wells. 

Je4if:r,fi e~t,::L ·~ 
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·TExAS GENERAL LAND OFFICE 

GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: 

County: 

Clay Johnson 

REEVES 

Section: 2 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3116 

Consideration 

Recommende : <,= ' 8-4 · .!)8 

Not Recommended: - ---
Comments: 

Lease Form 

Recommended: @fl § (r /f5 
Not Recommended: ----
Comments: 

Bonus/Acre 

Rental/ Acre 

Spencer Reid, Senior Deputy 

Recommended: $ 
Date: gJ...,jqJ 

I ' 

Not Recommended: ----

Date: 

DATE: 04-Aug-98 

Base File #: 12 1934 

Abstract: 3799 

$50.00 

$1.00 

Garry Mauro, Commissioner 

Approved: lJ IY'\ ------

Not Approved. _ _ _ _ 



. .._ 
. TEXAS GENERAL LAND OFFICE (11- }000 '11 
GARRY MAURO 
COMMISSIONER MEMORANDUM 

TO: Garry Mauro, Commissioner 

Spencer Reid, Senior Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

RE: Relinquishment Act Lease 

Applicant: Clay Johnson 

County: REEVES 

Section: 2 Block: 58 

Survey: PUBLIC SCHOOL LAND 

Prim. Term: 5 years 

Royalty: 3/16 

Consideration 

Recommended~~) J & ;:J0 
Not Recommended: ___ _ 

Comments: 

Lease Form 

Recommended: r@J 1h/{§ 
~ ' 

Not Recommended: ----

Comments: 

Bonus/Acre 

Rental/ Acre 

DATE: 15-Sep-98 

BaseFile #: 121934 

Abstract: 3799 

$50.00 

$1.00 

Spencer Reid, Senior Deputy Date: _ q....:.__ .. J_,_,._c;...::.g_ 
Recommended: <5J2.. 
Not Recommended: ----

Garry Mauro, C~ssioner 

Approved: _ _,(:5m-=:L~~ 
Not Approved: ___ _ 

Date: ------

vr.t 



RAL REVIEW SHEET 

Tnma:tDI# 2699 L. Collier 

l.asslr: Tipton, Lezlie Sue Watkins 6/3/98 II 0 

LBssalt Clay Johnson 320.1 

LIASE IBCRFTION 

Rasa FIB No Part Soc. llodt Twp StrVBY Cturty 

REEVES 121934 W/2 2 58 00 PUBLIC SCHOOL LAND 

Abst# 
3799 

TERMS llfDlED TERMS RECDMMDGID 

Prmry T 11'111: Is years ~ Pltnrylll'm 5 years 

BlnJs/Acnt [_ $@>0] BlnJs/ A(2'8 I $50.00 I 

Root&' AIJ'B: I $1.oo 1 RIIJtal A(2'8 ~ $1 .oo 1 

Royltti: 13/16 I Royltti @t16 

CDftiiARISDNS 

,.# LBss88 Data lll'rn Blnls/Ac. RIIJta!Ac. Royltti llstJml 

I c Last LBaso 

I I[ II I 
][ IL 
II II 
II II 

Cllllnll1tJ:: !Paid up rental. Also, Angela Dawn Watkins Parten. 

Tuesday, August04, 1998 





Ill AN Ht::.iUUHL;t:~. L.l-'. v 
ACQUISITI8~rSf~~~~~ER OF Tli E GENERAL LAND OFFICE I 0/6/98 

PARAGON #299:Lease Bonus Payment in full of 1/2 Lease Bonus Consideration 

Checking Lease Bonus 

TITAN RESOURCES, L.P. 

due the tate of Texas for Paid-Up Oil & Gas Lease 
dated 06/03/98 from the State of Texas by Agent Wendy 
Diane Walkins Anderson, Lessor, in favor of Clay Johnson. 
Lessee, covering W /2 of Section 2, Block 58, PSL Survey, 
Reeves County, Texas. 

-.-.v0 7965 

ACQUISITI<2~~~~~~1ER OF TilE GENERAL LAND OFFICE 10/6/98 

• fJ\ RAGON #299:Lease Bonus 
• • • ••• .... 
• •• • I 

• . . . 
• • • ... 

• 
•••• • • •••• 

• •••••• • • 

Checking Lease Bonus 

Payment in full of 1/2 Lease Bonus Consideration 
due the tate of Texas for Paid-Up Oil & Gas Lease 
dated 06/03/98 from the State of Texas by Agent Wendy 
Diane Walkins Anderson, Lessor, in favor of Clay Johnson. 
Lessee, covering W/2 of ection 2, Block 58, PSL Survey . 
Reeves County, Texas. 

720.22 

002607 
720.22 

720.22 



111/"\I'C nC..:JVUnVC.;:J, L... r . 

ACQUISITI8N CHECKING 
·OMM ISSIONER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

••• • • • • •• 
•••• • • • •• • 

• •••••• • • 
•• • . . . 
• • • 
• 

•• • • • • •• 

Checking 

TITAN RESOURCES, L.P 

Lease Bonus 

Payment in full ofthe 1/2 of lease bonus 
con~dT~~i9n due the tate of Texas 
for Oft anct'8as Lease dated 06/03/98 
from the State of Texas by Agent, 
William Walker Watkins and wife. Pauline 
Ralls Watkins. Lessor. in favor 
of Clay Johnson. Lessee, 
covering W/2 of ection 2. 
Block 58. P L urvey . 
Reeves County. Texas. 

ACQUISITI2(M{!;JM~~~~ER OF Ti lE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus 

Checking Lease Bonus 

Payment in full of the I /2 of lease bonus 
con~d~'J!i9n due the tate ofTexas 
for bft anctBas Lease dated 06/03/98 
from the State of Texas by Agent. 
William Walker Watkins and wife. Pauline 
Ralls Watkins. Lessor, in favor 
of Clay Johnson, Lessee, 
covering W/2 of ection 2. 
Block 58, PSL Survey. 
Reeves County, Texas. 

7/15/98 002020 
4.32 1.35 

!70 

98058514 

X 4,321.35 

7/ 15/9& 002020 
4,321 .35 

4,321 .35 



111/'\1~ MJ:;:>VUMIJC;:), L... r' V 
ACOUISITie&~~~~~~ER OF T1 1E GENERAL LA 

' PARAGON #299:Lease Bonus 

• •• • • • • •• 
•••• . . ~ 
•• • 
• 

• •••••• • • • 
•• • • • • • • • 
• 

•• • • . . .. 
Checking 

TITAN RESOURCES, L P 

Lease Bonus 

0 OFFICE 

Payment in full of the 112 of lease bonus 
consideration due the State ofTexas 
for Paid-up Oi l and Gas Lease dated 06/03/98 
from the tate of Texas b) Agent.. 
Angela Oa\\ n Watkins Panen. Lessor . 
in favor of Clay Johnson, Lessee . 
covering W/2 of ection 2, Block 58, 
P L urvey. Reeves County. Texas. 

ACOUISIT~~ER OF THE GE ERAL LA 0 OFFICE 

PARAGON #299:Lcase Bonus 

C'J 
; 

'"-~ 
-I 

_j 

c.·, . 
-J 

) 

a_ . ) 
J . -

( J 

= 
) 

(..0 
I J . 

ey, 
.d 

Checking Lease Bonus 

Paymentm full ofthe 1/2 of lease bonus 
consideration due the tate of Texas 
for Paid-up Oil and Gas Lease dated 06/03/98 
from the tate of Texas by Agent, 
Angela Oa\\n Watkins Panen. Lessor. 
in favor of Clay Johnson. Lessee. 
covering W/2 of cction 2, IJiock 58. 
PSL urvcy, Reeves County, Texas. 

7115/98 002026 
720.22 

98058511 

X 720.22 

7 15.98 
002026 

720.22 

720.22 



1111\N HI:::::>UUH\,.,1:::::>, L . l"' ol' 

ACQUISI~Ie~~~~ ER OF TilE GE ERAL LAND OFFICE 

PARAGON #299: Lease Bonus 

••• • • • ••• 
•••• .. . . 
•• • 
• 

• ...... 
• • 

•••• • • • •• • 

Checking 

TITAN RESOURCES, L.P 

Lease Bonus 

Payment in full of the 1/2 lease bonus 
consideration due the tate of Texas 
for Paid-up Oil & Gas Lease dated 06/03/98 
from the tate of Texas by Agent, Jeffrey 
Winfield Grast) . Lessor. in favor of 
Cia) Johnson Lessee. covering 
W/2 of ection 2. Block 58. P L 

urvey. Ree' es County. Texas . 

ACQUISITI@~MI'#i§!§I~ER OF Til E GE ERAL LA 0 OFFICE 

PARAGON #299:Lease Bonus 

f" J 

C"' 

(.,') .__ 

Checking Lease Bonus 

Payment in full of the 1/2 lease bonus 
consideration due the tate of Texas 
for Paid-up Oil & Gas Lease dated 06/03/98 
from the tate of fexas by AgenL Jeffre) 
Winfield Grasty, Lessor, an favor of 
Clay Johnson. Lessee, covering 
W/2 of Section 2. Block 58, P L 
. urvey. Reeves County. fexas. 

8112/98 002264 
2.160.67 

y2.160.67 

8/ 12/98 002264 
2. 160.67 

2, 160.67 



111,-,1" IIL..'-J"-''-'II ..... L..V t L..l • v 
ACQUISITION CHECKING 

COMMISSIONER OF T HE GENERAL LAND OFFICE 

• ·~ARf-GON ~299:Leas.e Bonus 
••• 
•••• • • • •• • 
• 

• •••••• • • 
•• • • • • • •• 
• 

•• • • • • •• 

Checking 

TITAN RESOURCES, L.P. 

Lease Bonus 

Payment in full of the 1/2 of lease bonus 
consideration due the State of Texas 
for Paid-up Oil and Gas Lease dated 06/03/98 
from the State of Texas by Agent. 
Lezlie Sue Watkins Tipton, Lessor, 
in favor of Clay Johnson, Lessee, 
covering W /2 of Section 2, Block 58, 
PSL Survey, Reeves County, Texas. 

\'1 0 

ACQUISIT~~~~ER OF THE GENERAL LAND OFFICE 

PARAGON #299:Lease Bonus Payment in full ofthe 112 of lease bonus 
consideration due the State of Texas 

<'..! 

C. ' 
( "'-..; 

(' , 

u _ 

N 

--' 
; 
( ) 
(} \ 

Checking 

'./, 
.-..) 
r_, 
r 

) ·. ) 
.J 

"1 

-
l~ 

l LJ 

fo r Paid-up Oil and Gas Lease dated 06/03/98 
from the State of Texas by Agent, 
Lezlie Sue Watkins Tipton, Lessor, 
in favor of Clay Johnson, Lessee, 
covering W /2 of Section 2, Block 58, 
PSL Survey, Reeves County, Texas. 

~- ~11 
Lease Bonus ~ -/ &p 

(jh-----

7/15/98 002027 
720.22 

980585 09 

720.22 

7/1 5/98 
002027 

720.22 

720.22 



••• • • • . . ... 
•••• • • • . . . . 
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• • 
• •• . . . 
•• • 
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Texas General 
Land Office 

David Dewhurst 
Commissioner 

Stephen F. Austin Build1ng 

1700 North 
Congress Avenue 

Austin, Texas 
78701-1495 

512-463-5001 

January 21 , 1999 

Attn: J. Robert Ready 
Titan Resources, L.P. 
500 W. Texas, Suite 500 
Midland, Texas 79701 

Re: RELINQUISHMENT ACT LEA E No. M-1 00097 
W/2 of Sec. 2, Bile 58, PSL Survey 
Reeves County, Texas 

Dear Mr. Ready : 

The certified copy of the Relinquishment Act lease covering the above 
referenced tract has been approved and filed in our records under mineral file 
number M-1 00097. Please refer to this number in all future correspondence 
concerning the lease. 

Your remittance of$8,767.68, has been applied as the state's portion of the 
bonus, the processing fee and the filing fee. Please let me know if you should 
have any questions. 

i;:r~·! 
Drew Reid ) f 
Minerals Leasing 
Energy Resources 
(512) 475-1 534 

MT/DR 





TE X A S 

June 16, 20 14 

Tish Maney 
Cimarex 
600 . Marienfeld St., Sui te 600 
Midland, Texas 79701 

ER A L L A 
jERRY P ATTERSO , COMMISSJO ER 

RE: GLO Assignment ID # 8850, MF100097 

Dear Ms. Maney, 

The General Land Office received the following instrument(s) and has filed them in the 
appropriate files. 

Assignment of Oil and Gas Leases, effective June 8, 2013 from Wildhorse 
In terest, LLC, as assignor, to Cimarex Energy Co., as assignee. As filed for 
record in Reeves County, document number 13-04889. 

Please see attached "Exhibit A" for reference. Filing fees of $25.00 were received in 
connection with the above assignment. Please feel free to contact me if you have any 
questions. 

B~ 
Alberto Amesquita 
Mineral Leasing 
Energy Resources 

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

P.O. Box 12873 · Austin, Texas 78711 -2873 

512.463.5001 · 800.998.4GLO 

glo. texas.gov 



Exhibit "A" 
GLO ID County Lease 

8850 Reeves MF100097 

Monday, June 16, 2014 



Cimarex Energy Co. 

' 
600 N Manenleld St 

Midland, Texas 79701 

PHONE 432 571 7800 

August 7, 2013 

talc ofTexa - General Land Office 
Energy Resource Dept. 
1700 Congress A vc., Suite 840 
Austin. Texa 7870 I 

Attn: Beverly Boyd 

Via Federal Express 

R E: 

Dear Ms. Boyd. 

Assignm ent of O il a nd Gas Leases 
W/2 of Section 2, Blocl< 58, P ublic School Lands Sur·vcy 
Reeves Co unty, Texa 

Plea c fi nd enc losed a certi fied copy or Assignment or Oi l and Gas Lea c covering the above 
captioned land . along with a check in the amount of $25.00 to cover the filing fcc for the 5 lea es li ted 
on Exhi bit .. A .. of As ignment. All Lea c arc found in W2 of cction 2. Block 58. P L urvey. 

Plea c respond with a wrillcn verification of receipt and acceptance of the above recorded lea c. 
If I can be of further assi tance. plea c contact me at the number below. 

incere ly, 

~m 
TishMancy ~ 
Land Technician 
Cimarex Energy Co. 
(432) 571-7892 (d irect) 
tmanev@cimarex.com 

. .. 
• • ... 
• 

. .. . . 
••• 

• • . ...... . . • • .. .. 



"t'l.~:S:t UtI At;H A I 1-'tt-<t-OKA I ION AtsOVt" 

Mt&t·t;;'i •••• - ... ~m~~w-• Invoice# 
REQ21 708012013A 08/01 /2013 

•••• • • • • 
...... a 
• • 

••• • • • . .. 
• 

• •• • • • • •• 

023492 ~Vendor 

CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-451 8 

(303) 295-3995 

Description 

Check Date: 08/06/2013 

.,fo'LtA:S:t Ut: I Al.:N A I t"t:.Kt-UHA IIVN 1\I:SUVt: .. 

Check Number I 00015214011 

Amount Discount Net Amount 

25.00 0.00 25.00 

13715253 

Check Amount ~ 25.00 



tid® t.ZH 
CIMA~EX ENERGY CO 
·1700 LINCOLN STREET 
SUITE 1800 
DENVER CO 80203-4518 

WELLS FARGO BANK NA 

(303) 295-3995 Present for payment within 180 days. 

Vendor No. Check No. Check Date Check Amount 

023492 0001521401 08/06/2013 .. ........... **$25.00 

PAY Twenty Five Dollars and Zero Cents 

TO THE 
ORDER 
OF 

STATE OF TEXAS 
GENERAL LAND OFFICE 
ATTN BEVERLY BOYD 
1700 N CONGRESS AVE STE 935 
AUSTIN TX 78701-1495 

u• 0 0 0 I. S 2 I. ~ 0 I. u• 

'PLEASE DETACH AT PERFORATION ABOVE• CIMAREX ENERGY CO 
1700 LINCOLN STREET 

SUITE 1800 
DENVER CO 80203-4518 

(303) 295-3995 

Invoice# lnv. Date Description 
REQ21708012013A 08/01/2013 

023492 ----~~ ~~· ~Ve_n_d_or __________ c_h_e_c_k_D_a_te_: __ 08/06/2013 

~J~ 
-~· 11{. 11IA 

COLORED 8ACKGROU,_..., • BVn"".:.R CONTALNS It CROPR 'liT •. ~ 

'PLEASE DETACH AT PERFORATION ABOVE' 

Check Number I 00015214011 

Amount Discount 0.00~ 25.00 

Check Amount 9 

••• • • • .. . 
• 

•• • • • • •• • 
• 

• • •••••• • 
• • • • • •• •• 

25.00 



. · 

. ·~ .. ' 
' . . . . ,, NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY 

. REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS 
· INstRUMENT BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR 

SOCIAL SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 

THE STATE OF TEXAS 

COUNTY OF REEVES 

§ 
§ 
§ 

ASSIGNMENT OF OIL AND GAS LEASES 

13-04889 
FILEO FOR RECORO 

REEVES COUNTY, TEXAS 
Jul11 , 2013 at 01 :10:00 PM 

NOW, THEREFORE, for and in consideration of Ten Dollars ($10.00) and other good and valuable 
consideration, the receipt of which are hereby acknowledged, and subject to the reservations, tenns and 
conditions hereinafter contained, Wildhorse Interest, LL.C., whose address is 214 W. Texas Ave. Suite 
302, Midland, Texas, 79701 (hereinafter referred to as "Assignor", does hereby transfer and assign unto 
Cimarex Energy Co., whose address is 600 N. Marienfeld Ave, Suite 600, Midland, Texas, 79701 
hereinafter referred to as "Assignee", all right, title and interest (subject to the reservation made herein by 
Assignor) in and to the certain oil and gas leases more fully described in Exhibit "A" attached hereto and 
made a part hereof, to have and to hold the same unto Assignee, Assignee's successors and assigns 
forever. 

Assignor excepts from this Assignment and reserves to (himself. herself. itseiO an overriding royalty 
interest, if any, payable out of all oil, gas, and associated hydrocarbons produced, saved, and sold from 
the Lands and Leases equal to the difference between 25%, and all lease and leasehold estate burdens 
affecting or burdening Assignor's interest in the Leases as of the Effective Date of this Assignment. The 
overriding royalty interest reserved by Assignor shall be subject to proportionate reduction if it is 
determined that the ,Leases cover less than 100% of the oil and gas mineral estate in the Lands, or 
Assignor owns less than all interest in the Leases. Should the lease be renewed, extended, or amended 
as to all or a part of the Land, the Override shall be effective as to the renewed or extended Lease. 

This Assignment is further made and accepted subject to all of the terms, conditions, covenants and 
obligations contained in said leases. 

The said Assignor will only warrant and forever defend the right and title to the assigned property 
unto Assignee against the claims of those persons claiming by, through or under Assignor, but not 
otherwise. 

IN WITNESS WHEREOF, this instrument is executed the date of each party's acknowledgment, but to be 
effective for all purposes as of the 7th day of June, 2013. 

ASSIGNOR: 

Colt Murp ree President 
WildHorse Interest, L.L.C. 

STATE OF TEXAS 

COUNTY OF MIDLAND 

§ 
§ 
§ 

This ins trument was acknowledged before me on th is Jj_ day of June, 2013, by Colt Murphree as 
President, on behalf of WildHorsc Interest, LLC a Texas Limited Liability Company. 

JOLENE F.lrf.JWNS 
MY COMMISSION EXPIRES 

October 11,2013 

v 
0 
L 

1 
.•• n • 
•• • j 

0 
••• • • • ••• 

• • •••••• • 
•• P. : 
•t•• 

0 
6 
3 
9 



.. ' 
.. 

Exhibit "A" 

Attached to and made a part of that certain Assignment of Oil and Gas Leases dated effective June 7, 
2013, by and between WildHorse Interest, L.L.C., as Assignor, and Cimarex Energy Co., as Assignee 

The following lands are located in Reeves County. Texas 

Lessor: 

Lessee: 
Date: 
Recorded: 
Description: 

Lessor: 

Lessee: 
Date: 
Recorded : 
Description : 

Lessor: 

Lessee: 
Date: 
Recorded: 
Description : 

Lessor: 

Lessee: 
Date: 
Recorded: 
Description: 

Lessor: 

Lessee: 
Date: 
Recorded: 
Description: 

State of Texas, acting by and through its agent, Alexis Addison Anderson, dealing in her · 
sole and separate property 
WildHorse Interest, LLC 
04/05/2013 
OPR 1001/378 
Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas. 

State of Texas, acting by and through its agent, Macy Ryan Anderson, dealing in her sole 
and separate property 
WildHorse Interest, LLC 
04/05/2013 
OPR 1001/368 
Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas. 

State of Texas, acting by and through its agent, Jeffrey Winfield Grasty, dealing in his 
sole and separate property 
WildHorse Interest, LLC 
02/12/2013 
OPR 1001/358 
Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas. 

State of Texas, acting by and through its agent, Angela Dawn Watkins Parten, dealing in 
her sole and separate property 
WildHorse Interest, LLC 
01/25/2013 
OPR 1001/398 
Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas. 

State of Texas, acting by and through its agent, Lezlie Sue Watkins Tipton, dealing in her 
sole and separate property 
WildHorse Interest, LLC 
01/25/2013 
OPR 1001/388 
Being the W/2 of Section 2, Block 58, PSL Survey, Reeves County, Texas. 

lnst No. 13-04889 
DIANNE 0 . FLOREZ 
COUNTY CLERK 

013Jul11 1 :10PM 

v 
0 
L 

1 •• -6 • • .. 
-1 
0 

••• . . . .. . 
• • •••••• . 

• • • r.. • 
•• •• 
G 

0 
6 
4 
0 

PAGE 2 
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. . . . . . 
••• 

• • •••••• • 
• • • • • •••• 

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

, . 

The above and foregoing IS a full, true and correct photographic copy of the 
ongtnal record now in my lawful custody and possession, as the sRO}e j s 
filed/recorded i~ the puflh~?Jcords obwttcem iv&f!l#l· 
PAGE~ 1i-IRU b RECORD 

A::_l'O'J.'<;._ I hereby certified on __ 7/ I 9/ l3 _ _ 

~;~~.~ J'l' DIANNE 0. FLOREZ, COUNTY CLERK 

; ~~. .._ j REEVES COUNTY, TEXA~S ~ 
-:1"' . ~.,$ ...-rl/1· ~ 
·~~s co. • .'~ BY / / t ,::~ ~ DEPUTY .J._...,,.. MARY 

· . 



••• • • • • • • •• 

. -... • • • • •• 
16-03625 

• • • • • • • • ••• 

•• • •• FILED FOR RECORD 
REEVES COUNTY, TEXAS 

Mar 24, 2016 at O:l:09:00 AM 
• • ..... • • • • • 

RELEASE OF OIL AND GAS LEASES 

CIMAREX ENERGY CO., with an address of 202 S. Cheyenne Ave., Suite 1000, Tulsa, 
Oklahoma 74103, does hereby release, remise, relinquish, quitclaim and surrender unto 
the Lessors named therein and their successors in interest, all of its right, title and interest 
in and to the following Oil and Gas Leases located in Reeves County, Texas, to wit: 

Lease No. : 
Lease Date: 
Lessor: 

Lessee: 
Recorded: 

Lease No.: 
Lease Date: 
Lessor: 

Lessee: 
Recorded: 

Lease No.: 
Lease Date: 
Lessor: 

Lessee: 
Recorded: 

TX420179013777001 
January 25, 2013 
The Stale of Texas, acting by and through its agent, Lezlie 
Sue Watkins Tipton, dealing in her sole and separate 
prope1ty 
Wildhorse Interest, LLC 
Vol. 1001 , Page 388, No. 13-03319 

TX420179013777002 
January 25, 2013 
The State of Texas, acting by and through its agent, Angela 
Dawn Walkins Parten, dealing in her sole and separate 
property 
Wi ldhorse Interests, LLC 
Vol. 1001, Page 398, No. 13-03320 

TX420192014162001 
January 7, 2014 
Commission of the General Land Office and School Land 
Board of State of Texas 
Cimarex Energy Co. 
Vol. 1063, Page 763, o. 14-02610 

In witness whereof, this instrument is executed on this rr~ day of March, 2016. 

STATE OF TEXAS ) 
) 

COUNTY OF MIDLAND ) 

CIMAREX ENERGY CO. 

Roger G. Alexander, Attorney-in-fact 

The foregoing instrument was acknowledged before me this f)'f1--day of March, 2016, 
by Roger G. Alexander, as Attorney-in-fact for CIMAREX ENERGY CO., a Delaware 
corporation, on behalf of such corporation. 

Witness my hand and official seal. 

My Commission Expires: 

,,,,"" " 1111, PRISCILLA A. SANCHEZ ,, ,.~v PtJ(i ,, {f~r··\,\ No1ory Public. S10 1e ol Texm 
=_:,._,:._r(.:~ff Comm Expires 03·07-20 18 
..,,,;:,i;a;·;\~:-" Notary 10 124080822 

'''"''\\ 

Inst No. 16-03625 
DiANNE 0. HOREl 
COUNTY CLERK 

2016 Mar 24 ai 09:09 MJl 
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COPY OP 
ORIGINAL FILED IN 
REEVES COUNTY 
CLERKS OFFlCB 
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CERTIFIED TRUE AND CORRECT COPY CERTIFICATE 
STATE OF TEXAS 
COUNTY OF REEVES 
The above and foregoing LS a ru I, true and correct photographlC copy ol tne 
ong na record now 1n my awful rustody and posse~. as th~~~ 
f1led/r~ eg.», the pubhc records ol my ollice. found in VOL ld..1:) 
PAGE~ THRU -

ltL-\\~:::::~~aill, 
~ ~~ t)RE~~TM !'~ 
'<~ BY ~ EPUTY 



~ . 

File No. ___ __..ID___;o~df""--''-J.._ ___ _ 

-------------~County 

Date Filed: DS/;1 .. -7. [ J ~ 
George P. Bush, Co~~:r 

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

••• • • • •• •• 
• •••••• • • 

• .. 
• • •••• 

' .. ' . . •• • 

• • 
••• • • . .. , 



'PLEASE DETACH AT PERFORATION ABOVE' 

•• • • '> 

tihkZUtM I ::: 
••• • • •• ••• • 

Invoice# ·w·w-r.,!llm"w-
REQ217050916a 05/09/2016 

023492 ~ Vendor 

CIMAREX ENERGY CO 
1700 LINCOLN STREET SUITE 3700 

DENVER CO 80203-4518 

(303) 295-3995 

Description 

Check Date: 05/17/2016 

'PLEASE DETACH AT PERFORATION ABOVE' 

Check Number I 0001671678! 

Amount Discount Net Amount 

50.00 0.00 x 50.00 

Check Amount ~ 50.00 



••• • .. . . . 
• •• 

. .... 
• • • • •• . . . . . . : : . 
• • • •• 
••• • Cimar~ .n~)IOCO. 

202 S Cheyenne Ave 

Suite 1000 

Tulsa, Oklahoma 74103-3001 

MAIN 918 585 1100 

FAX 918 585 1133 

TATE OF TEXA 
TEXA GE1 ER.ALL/\ D OFFICE 
STEPI IE F AU TI BUILD! G 

Ma) 23, 20 16 

1700 ORTI I O GRE /\ VE UL., 
AU T l . TX 7870 1-1495 

RI ~: Filing of One ( I) Release of Oil & Gas Leases 
' talc of Texas Lease o. M-11 6 175 & M- 100097 (C&D) 

Dear Sir or Madam: 

Please find enclosed our check in the amount or $50.00 and the ccrti fied copy of the 
above referenced Release or Oi l & Gas Leases. 

' hould you ha\ e questions. please contact Laura /\l ien at 918.295.1612. 

Best Regards, 

Rebecca Gerlach 
Cimarex Energy Co 
202 . Che) enne Ave, uite I 000 
Tulsa, Ok 74103 
9 18.560.7236 ph 
r~erlachra cimarex.com 

//rg 

Enclosures as stated 
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